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Executive Summary
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[ The role of primary health care in controlling the cost of specialist health care. | Professor Peter Smith,

Emeritus Professor of Health Policy, Imperial College London

1. REDHERH
(DRERABTDOHE

Bty 2l TIE A R TV REFOL R DY —F— - A ALLEEAZ XD [HP (k) R 2 I M —)L$57200
TIAR) T OEE NOWTR R TONIZ RO EARN  AI AT T O L) e A T3S TW»
%o DFY) | TIA) TS e IR IR A SE B R TR L EEORIEE G (copy) THI LB
EhOL WAL\ TIA) - 7 7OV DEF (elements) |, EDOBEFHIFEIZBWTHIEFITA N THHEEZ TS 2
DI BRRPSREEDFEERZ A TN .

ABEETIE U TOLED iGN T .7 T4 - r 7 k6429 IE (General Practitioner; UL FGP) IZBWCL[E
RIS BB T I4) 7 T B O SR GPOREN OV TIRH A TN T2 DT T ETIEGPASHS LT 518
PR U975 @)% 9% 5 1 (Disease Management) DRI ZEE T 230 % 5720 CNODRER D ORI FT FIRbEE
EEZOND T TAX) - T I BT AR EIF I § 5 E LD Thz RIS D200 774 <) - r TBUREL
T e R PHEEE (Fundholding budget) M UHCRIZIL U 72(E 7% /75X (Pay for Performance, LT P4P) |2V CHEE D%
BB TFDINGH 720

(2) 7717V - T 7R BOERFIEICKTZEFRNEE

AIABIL TIA=) T T B OFEREEE LT OEMR T TOa—T 1 40— 3y QBRI LB TR D3
15 @HEFN DM KU Z DIREAE L DISE BH ~DIBIBEDADEENT TB o SHI EE 2% £l UTERHIE O
LRI I (EEERZ: —RIEEIEOPIH]) e b s 6L LT 5,

2.7 7147 77 TORREBISRREREMHILich

(1)GPORRERIC LI REBEDINH

ARIDAI ZHE DO RIE  GPIZ L AHIHE B X 21 B O REIRREDOUEE R B m b LR 2 55 2 &8
WEEDE I TH 5 FEENZ BT AGPA T EIREHONZE L LT O R BB DAL AT O ELE D[ E=51)
7 | OUBFE BB O MR I Dl Z R (EREL) T | @SSRl O EIGTRE |38 % o ZDD~B)
ORI BB O FEREEOUGE L EAE OB 1R 2 X5 RIEFEOIIHIA RS T 5,

T EETIIE DI L IEATRE T LD THAIN o I—T 1 A~ 3 ML T AHOECDFAA S LU A AE R D
TR | EID R LIRS DM S A5 (conflicting information) || FRATOEME | X ORTEA X 2E 41312
PR BOF YDA TIE32% L) MEIZILLTRINZ EATHBHL WS (@ h™  ZORAEIIHARITS I TV
Vo

RN IR R B (R ) OFIHNITTREZEA) 26 EE Tl ZORICEI 5525 EFZEE L C Dusheiko et a1(20115>75315|§
HNDEENBITHT =5 % NT, 774~ -7 753 B OB E BOMEIN LI 2k (bt ) BRI OFI FZ I T 2 570
ARGEEL T,



ZOFER 10018 P 12 B (Asthma, chronic heart disease, chronic kidney disease, COPD, dementia, diabetes,
hypertension, hypothyroidism, mental health, stroke) D)% | stroke DA TE FHHIHIASHERR SN2 ZAUIED | UE3TI3RY
ROERGEHRE: (R 0.2%) ZHRBITREL LTV 5 o SISO B FIHIHIOIRE AL HEEEFROFI ST L5
DTH DB (OO HTET VDI HERandom Effect Model Tl 42 B D MRIFAREL-0.2661 5 LT R BBEIHOAT
-0.245 FHIRDAT-0058E 75T ),

37714 TP A BICEIIBEENFER

MBENFRIEEFRALEEZTRO2EBENHS
BN ZAEFFERE L AL O —E 2O R E L O FHINPAPA S 5 o 7 I REFFERE L TL.@
AT (performance reporting) \2)FFH (reputation) @) FRAC/HMEIR (774 <) - r TR P HEL 04 ZRATT2) D3 b o

(2)PAPH T —hF—EV T FEAXI 2 DDBRDIRET
OGPIZL 27— b= 7 FHE I JRbe B TN 2 ORhR A 28172

T4 - TIZ Bl T Agate keeping 3\ Tld . O RASGPEHATE #k (F655 5 20 PRBURHER R 2 DB 0 L@
GPIZ X5 (k) LRI~ OHERE (3675 7 X B EMER I 2 L7230 ) 020058 % . ZDGate
keepingfillEEld Bl Lo TEF RAEFWHA RO LD KELFR LT W5  HARIZIE W —J T I TIAEERTD41.0%7°GP T
DY FKIEERD B FRHIEEDAAEL TS o S E OGP SIRIELR 5 # DT 5452 72GP Fundholding (1991-19984F-1252
i LU FGPRH)IZ L A% FIHIIIR % . Dusheiko et al 2006)ASHFEEL TV 5 32D S:  GPRHIZ4.9%DIREEER A ]
LTBY , ZOZIIGPFHIEDBE I XKD #HR I R ST o [Alae STl JRPEEEE O 21K D#160%2SNHS 25
GPADILH RO ZETE|Z L Dincentive effect T, 5D DF40%7) unobserved dlfferenceSODtéb}:fn WO CWAJEL 43
Wi )5 e UTHED #5353 H7 (DID) ZHWT W25 S AREL IR e L 7 v al AT AL B BEEDFRAF L T B E)
MR H HHS AN NESNTWA

1 )Dusheiko et al(2011) “Does better disease management in primarily care reduced costs ? Evidence from English
primary care” Journal of Health Economics Vol.30 pp919-932 Tl JibeleE E 2 pt A L . 7 F14~") - 7 7455
BFDQoFHIEEIZ BT AEFAlia R A L L 7= RO B SV - T =8 T LTS o BRI 7 — 4 LT

|, patient-registration data ({}: &5 4% 7-GP), patient hospital use data (£ K& ABElE#ET—4 ), GP quality data
(GPIEDQoFiEF &AL L 727 —% - Ly MEFIFL T4 2IUZ &5 T GPIZ L Adisease managementDfE &7~ 9
ZHE LU TQoF R E STl B FIOBIFREARREL 72 0 Z DA R 10D BV D) Bstroke DAT iV _EFHI KDL
ERIEE AN AT B PR e AfERR T 72,

TRL PRI L AR LD AZ L L \QOoFE AN LR AN B REL T 7ev,

2 )Dusheiko et al (2006)i3, F[ET1991-19984F| 38 A S 72GPFHO RN R A FEA L T4 o 0T e L TUE B AR
B OB AR RO 24 % 73— %7330 - 77— % VT GPFHE nonGPFHD A BE R D&\ & 72 D 757 431t
(DID) THERE LTV 2% o Z D5 . GPFH CldnonGPFHIZ LT ABEEEA3.5%~5.1% 1 .GPFH2SBE 1341721998
LRI ABEROZED /N TS o T RCRIRFE T B OABEERIL, 27 V=718 D (19984E LU b 2L
LD OEN R ER L7572 AHL \GPFHNO#2 Tidvoluntary 5 :\D728 . DIDDRiHE587%5 , 220D 7 )V —7
DA THAE ) M E 72U O WITREEA TR S TSI LI BB TH S .



DYEIEIGPIZ L HPAPE AL /MEDGEIA] EOENE A D) § 72

YLl 2 B0 FAPay for Performance (P4P)3EADFERE 2OV T, Smith and York (2004)255 L\ \z) EADHFIZOWTE,
SR DA HE X LGE L/ IMBEDSHE ] EASFEOHITS (HL GEA LIS EUGED N R385 5 ) o— )7 PAPEA
FRIZGPIZL B =37 (HIEZFICHNC A2 L) 2B 2 LA 2 & ) OREHLAS RO B W TR & N2 o725 B

DI o7 AR T PAPOE L JTL@jJ%ci/J ZRAp ol KGR DT ON D o £72  PAPIE AL BE) KA FE
LT GPHLIED I E =S LB B RS BB o7 DS THI TS

NOHDREEDRERNOFRHZ LT P4Pﬁ?UF"FU)ExE IZBWTHEEZ T OGP LG 2 . OQFFIE A
Gyl 2 QEEKHEDZROL LT S (@S EROVAZREOFEN O (L EMAT2) =30 7 OfkRE (lEsh
BROEG D) SVEOE T CTH S o

‘(ﬁlj:uma&bf TIAR) T IR IS SR O THHEF R B S\ EORIFIIMEIRE UTIER L5 0%
DB ORIDTZO1NE N\ AOD DL EELA: (prerequisite) HSRITEE 725 o FI 21E LA BB R HIEE . OTEHRIUE

ﬂ]‘JF‘;/&U il @%ﬂ%ﬂ’]&ﬁ}\ﬁ“/x E=5) T ROFHIHIEOFAE TH 5,
I/

3 )Smith and York (2004)iZ, #2[E TGPk 3537 FAMIE T HQoFDIE AR Z DA AL iR L 725 L TH

% o BEEINHSIE 19904FAC 25 “primary care-red” DEE MGG Z AL TE72,QoFDILREEERAH > MNT
Fhta SHANEH7Z 72D RSV AR S 720 ZAVE TEIZ 20044 DK D HGPONEI T3 AT
HQoFIZGPDEFTFD18% SLHAARIILIA IRV F) LTHEHINZ,

%72 . QoFDALHIAIZOWTE DEDFHIITHEZ B e L Tzt 220  Milgd =— 1 E U CGPAS I C& 5
@GPIAADHHRE LT T VERL 2 —E A RINAT S DN 5720 FEDH —E AR G L TO R 20
F—L =T — - LE 258 L &S (BQoFDFHMIEH - B DU ETICGPA commitment’s b0, D3 D4
HetEo,

QOFIIHEE DT TA 1) - r T3 B T3 A ST B H I (Pay for Performance, P4P) Tdhh , ZDEAIZLY |
DMODSHE % 0] F&& JRBEE SR A BRI 52 2 HE LTS o BARRIZIE . O150D A IE O B A HEL 2B L

7B QN A EORCHE T RUX) (OUIUADH) 2812 QoFIZ KNt 372 B 21X [ FiIRTR
(76481%) | D[ ESIE ( 545EE) |OBPS (il EEOIMLETY M=V 2SR IIL 72818 356 el fiti20%20 S ﬂE
70%DHIDFEAEE L THBINARA > M3 g s .
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[KOTITORI : The Service Integrator Model for Home Care | Professor Paul Lillrank,

Department of Industrial Engineering and Management, School of Science, Aalto University; Chairman of the Board,

Nordic Healthcare Group, Co. Ltd.

1.5 23R ZDORIEEH
(DRERABDHE

KOTITORIDKOTIXE 742 TV NEETI R ORI T TORIEE 1l | LV B TH 5 o fiE>T KOTITORILIIFEE T
IS DR - Jri AR —E AR BEAT B NI O —E A% BIR % dKOTITORLZOWTIIREIZOECDT —F
VESASIATNE tH Y (N Q" )Z{L)/a\@ti%iﬂ@&‘l‘%%&%%@ﬁ?é@ﬂim . &0V Healthcare organization management?)
B DR L7\,

4 )OECD (2012) “The Kotitori Integrator of Home Care Services in Finland” OBEZUILL TN TH 5 .

74272 R TIIEEBEERAR (TR 2SLTCO MR B2 0TS o 204551200 careDTTLBCRATE RS,
primary health careX°elderly care7)* AL FIG AL DT J) iifE SN TE72 KOTITORIZ 5 A L 7-Tempere
T (N 7o A_UHNIR 74> FU R =040 T NRL3TATH 5 o 2055 FEE NI (30-655%) 7543.0% . il
#RI316.3% T %,

KOTITORIFHZ —A - ¥4+ — (case manager) * ZH T —LDEHEZEL LU TEHIL A —E 22 EED
P—EZ2DOHEA (integration) Z E LT 5 . TNHDOH—E AIHA—E ABEAZ L U OHiliz 39 A3 R A FE
HECHEATAIEBIHETH 5 LMIET — LD —A - AT v —d MHRER  ——RITR T —A - YAV AV N T
T T TNEELT) o

T RUTIAYKOTITORIZ A L7 BRI E O Ll £ b =—XHe @ #2331 T 2 EB O (O fE
W E OB XY (B —CALEDRMDOH —E AMHGENDERDT 7 ALK H T HL DM DI F
TT o RUIT CIMBER RO ZA UGB T AU 2 S L) E L7205, TNETORY R be i 522 5L
VSN2 572 2T AR DL E AT 2O 7 AZ B AL 727572 (SR FIREPR D7 DI EIRRIZ HITT O
NSRS E B TR U A T o o7 oS B T S O B LIS X)) KB ZER | TS S D% 2 o7z,

KOTITORIIZMawell CarefhiZ KD E SITBY 7o UL AFEEH &AL T4 (2009-20134F HL 24
DIEEAT 3%V ) ;Mawell CareftiZNordic Health Care Group(Lillrank#(35 A5 by 7O NNV THED T
WE At R TF =R T RNEE AT ER BT LRI T 5,

KOTITORIET VDL ITEEFLTCDone-stop shopping D5\ 1) Tdh A  KOTITORIZ102DH—E A
FRAFLZHUTHY 2 DIBFHERLIITT - 7T UG web L TIA L —C SRR DR E K HER i 72§28
3T\ Bpartner provider T,

27 TIZBE 3 performance indicatorlZ XAUE  KOTITORIDTH Y sl oD #bIsk| 2 Fb it L C . O R —
E2ADOFIHED14%A8 DT T4 =) - TOFIHZFED159%E N OAEED Y 2V —/ NI ANDELED29% KN
OABEEHED330% 10— C R (B ) I EE CBIL Tl  KOTITORHH S MR 5 23R S A5 T
1372\,

ERET—=21owTd, IEEEOR T =Y CEOIMRRET DL BN B 5



(2) Healthcare organization management Ic&13% VMO O#EE

Healthcare organization management DER I TIE, LRI - /i —E ADIR A% service machine EA727  BIRIL,
/= PC 2Bk, THATLA - F—=K—F - CPU - A€ — - BEHOETHLIODO7L—LEL TR AL TREI 754
Bl o T—EADGEITH | MeAtr —CAMHGE - B EIERIEE - BHIA)E - F—EAFHE D 12DTL —LIZBW T,
ALK 528175 o fHL (H—E2OHA12 SNOOFIERREL A TADIH EOZRFEFHFHRTH S,
EHI2, TRIARGELRM R o FRAGRBIREDETL - NF—FD358 4T 5,

COFERNRE Z JiawiRic, YHTZEE (Outsourcing) 128175 Vender Management Organization (LLTF, VMO) %
LTV 2D VMO kid, YNREREICBE TV AV AL M G T%EE35 (Outsourcing of outsourcing) LKA TE o
20O VMO OFEIE, ZHDOINRETE x4y 8T — 21t T4 A% service machine £ LTV AT AV NCEDETH D,
KOTITORI DALALAD 2D VMO D&% VUL 7N EEfFCES . OECD (2012) 128U, KOTITORI DEifil
TELEAT LTC @ one-stop shopping Dl ) THALEENTVS ),

2. 71V ROBERBIRE MR
(1) HERT THSEET PADITRBIR

T4 ZFTIE, K72 28,000 IROEHGHTANTIRIRAFRAFLTHY  AEEHFEMR G, AOHET2HEDA7x—72T
FAFEDIFRIZ 3,000 RETHIRSN TS, THSDIRRIZFEL BT 1E~ 2RISR SN FFFICE D E V. 2070, 74
¥ TV NIRRT T S IEE T TR A B EBORE UTHEEL Qb Ll T 7 ORI s 5 —
THY |, HIAANCH 72,

(2) REARADONRETOMES

IO, T4V TR TIMERT T2 RBISHHINI R TAI L) | BT T RIS ST 72 HIRL L& L7z,
RICHIREIZ o701, RETRASEICE 23885 (local monopoly) T b, 742 T RIid, EIZAV=—T O RAEFEDS
FEET TR L TG, SNSRI TH AL | MBS 2RI LU ClifE 0F [E I EATH720, B 2o
THMNS %, COMBIRREC AT =7 > O/NIBEEBER TREETWD, UL, g2 8i 75726012 /NS0T
WL S IDIREATRETHIENTDE | INFIAFLRLLRIDT 20D - THi& I IR LB DD > TLEITEIC
%5,

7 _LAAS KOTITORI 23 A L7ZFHIL, EIAEDY VMOLHEEZZRL . 20 VMO 3% B0t/ N33
3B LIcE) | FRIOMEZ RS2 ATTELDSTH Do FHET, VMO IFEEERE M AR FF AR % Tk H
TELI2, FRBRF T T BB CE L EIR R BORE IR OREI S G 52 LA TE S,

3.KOTITORI Dt #Hd &5 RHIHEIZIR

(1) VMO 0—#E&ULTD KOTITORI

KOTITORI (3, FHT - A7 —Fy bDR—LN_—=T RUEFE T, 7T BEEZEZTOAB NS B EN-T W5,
%72, VMO OB EEYLIRL T, KA CEEDNFES LB N EFIHFEI AT, S T TS S 5557
FEFHE U TS (private service provider) D —Y A% #EM 5K BINL TV 5, W, NEFIHEILT
RUTONHEIZ LA R —E 2RI 528h | N Fr—% FIHL TR EEN S AZ AT A ELIHETH 5,
DRTHHAMET 5 —DAFEMH AN 2o T 7o _UE, KOTITORI E7 VORI E GHHOFIHE D3 A1 —
Y 2HFIFHL7 38 A% RSO — Y 25 FIFH L7554 0/ T4 —< 2 ADH# A+ 2 EASTED IR AR IEL T\
726



KOTITORI (ZIZ15%t D —E A DL 02— AR MEED3BY . SHIZ10 04 Dffik 7 RS CRICHEFIHE
EIRETLEM (FINEELZHICRZET, BESREEZREDH5) 78 KOTITORI A~y NI—212 - T\\W 5,

(2) KOTITORIDH—EZAFIERR

KOTITORI %3 —E A% IR L 72 2009 SEDDBUEA ML 72 o FIHALEDIE 12%h—C AL FI T HULED e\ &
TIINAZEN, 27% DY 7 5 —D—C ZEFIHL | 13%235 175 —& RESEOH —E 20 A FIHL . 20%2°
RO —E 22 FHL . 1% R T2 TAT O —E A FIH L7z, ZNEDOETOFIHEZEDIS 17%h%, HERISFIH
L QWS —E A%k LU CRIHI$ A2 &% KOTITORI 257 R/ 3A AS 72,

(3) 187A—T V AFHEDILSEER

TNTIE, BEry =L TR — AR DI LRt e 52T 720 CTHAHI e ZOE, FH SRR A7 AR
WAL HEPLETHS, PlzIE, A TR IOWTUE technical efficiency (FARTHIRNZR M N34
), BHLE OB IFACST IO TE allocative efficiency (B IRAC /T AZNE) |, £OFERELTEEOR)HMELLTUE
economic efficiency (FEIERIRNE) 2395 o HHEDFERLLUTIROLNTEEELLTD output (1)) EZDOFIHE~DF
2% outcome (FER) LLTREiT2ILdThNTW5, E5I2, FIFE LA T outcome S DREEDAMfED B 57
value(subjective value) L\ IMEEDH B0 ZDIN T+ =~ A% 5§ A DIIIEF | AR M DR EES 2L AT, V(oD
DFHHEIRE CHEZ L TAL) .

Bz, ebEEEFEEOFHIHRIEL, /7% (care giver) ANEIET T E AL CW AR KO F7 BRI 5
BLEVGTHD o TIUITHEF (capacity utilization rate) LI TNDEA, 7142 T2 ROB AT 5—Tld 40-45% T,
RFHESETIE 70%F2E T o720 HL AR M LRAREADIERA L5720 | s D 5 Th 75%~ 85%I21kE5
EZEZLNTWA,

(4)KOTITORICHIFDARDLEER

20124F121E . KOTITORII360 \OFHE 2 2 Ko Flld3.20 T 1—u (1 1—1150ME LT 4.8(5M) L2 . Hb
KOTITORIDT T A DF kA3 095 Ha—1 (12—1150E LT, 1.3568M) (2% 572, 75D EOEEFI & — A7
DOE I, KOTITORIZFIHL 2\ A1 —T1,958 — 1Tk LT . KOTITORI Tld1,287- 2~ F T F L7z 12—
BN —AR I AL MDOE A7 —T553 -1 LC .LKOTITORI TUE813 1~ & ¥ 257> T A o ZHUE
KOTITORI T3 —AR 3 AL MIF B e DT AT LI XY S 7 s A it 42 2 A B T A0 TH
5 L 470 DE T A5 2,511~ 1123 L CKOTITORIC2,100.—H0D72 4K LS J51—1 (1. —1150
FELT 2.2508M) O T L5 TW5 T KOTITORI Tl a7 7 ORI FERAMET CABEREbE ) L7z kbl
OO EFT T DO T TN )BERERHIC BV TO RWEATREOONS

2 KOTITORIE LS A28 —Th KRB JIFIHI=E (capacity utilization rate)2345%7%°552%\2 FA-L B 20
A —EZAOF AT L 722 &5 2,78 J53—1 (12—1150HE LT 4.0518H) OB HEiRA D572,

#iame UCKOTITORUIH LV &7 T DET INE LT E DRI ZNO7EFHli L TRWE D) 7272 $72 7 ab s 4T
T UEERTEED L ELEZE RSN — AL T EDITFETH 5 HH PR FEDIRTEZH ) FERDEA LD TSN HF]
HZIOWTUE BRI THHEEZ LS,

I3/
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[ Long-term care in the Netherlands: Towards managed competition? | Professor Richard van Kleef, Institute

of Health Policy and Management, Erasmus University Rotterdam

1.5 3 EDFERH
(NN AV Y ICHIFBDLANERFIEEERHRROLES

F7 25T AR RIEIE 2 D125 LTS o —Dldlong-term care (UL FLTC) % PREE 375555 T 91213 2
[ (short-term care)&Z PRl 345050 CTdh D o HIA DLTCER M 77« THAAL b - 227 —IS =A% 380735512 AL
I T D ESE SN BAAAATD B o (2 O 2VEIIERSR 71T E B4 (managed competition) &V | KPR
BOFEGEN AR ORI 77 > 2 2 ERICHAEL . 2O 1) A7 (financial risk) Z FBH T2 L) HALADSEA ST
Bo  COEHFSIIILEIFEL T OMAFALOFFRE LT HRIRE O TRFREIR (L) I IRBR 2 2IR) LORBRAG D
THEA L (R RIS 2) AL EEE 72 o 512 FERD T 72 AD S P D780\ Gl A - Hu IS bep 5 =X A2
A AT E I R DR LB LD

(2)AFHIcHlFBlong-term carefRIROREIRE =

AT UFNZBT LTCIEBLR ClaRd EEARBURII RO BGANE T 5 o T ORIEIE AT S PREE ORI BT
GNARI AN T 5 TABD ST S o EARINIE LT D3MAZETHNS

B2 LTCO B ORI (54 | TR AY | D70 20  LTCE ZHI 5 ) R85 1B R 2\ o 851,
PRBR B T S RO ED ) A2 533 B AR AR BR A O LTCIRIRE AN T A N 7 (B OO RIL ) % LT b 258 a4
WIS LFHRD B HIEDIFEENT VD I AN TELTC TR D —E AR D B 57280  LTCE 2k ]
T DR DR AL 5 CABITTH D o T ORGSR+ T 25 T IANDNiRE 7 T~ORIFEE DT ASRIZLTC
DB EHE T T SNTWBEIA LN S,

(3) EEFHRFII DRI TERIFIDORRZ LT

ZDEHRIRAEHF LT [ B BB 4 (managed competition) Z#LTCIZ# LT E 520 ISR AR > TV 5 o FAE A BT
WAFEAT 7P FE 2 KL B BB JAR A L TRRRED SR L SIUTETHY FHZ20104F LU A B OB =IO A7 59735
FIE AR OIIHN I LTS o SHIZ 20124 EA SN2 R IRER 2 239mbe SRR AR T B A S CE AR X
) ARB IR OB IEROIFN I LTS o ZOFER  20124E DERE I INFRIZ0.5% T AT HIEL FFET
Ho72,

ZD728 OV LBRIRN AT 7 BRHE LTCO—EBEHE ) % 55— OLTCIRI A S P4+ (managed competition)
AL DBV ERRI 2015 F OB T A EARIE LTS o L L, ZOX) BRI B S DR % B A
DIPBRIZ72OTHY) FIHE RO 35T —EADGEA ST WD DHIAS LA L8574 7l 785 o

5 ) S OALAUARE AN EEE R AR SOV TIE  Kleef (2012) “Managed competition in the Dutch
Health Care system: Precondition and experience so far” Public Policy Review 5(2) ppl71-190lZ5EL (L ST\
B A LOHAFERRE LT 47 o ¥ OGB48 g — i S L B CORER T 71> 2o - L
Yo 1175 (2012.9) 238 % oA U U3A T > ¥ OIERIEHIEE BT 53 Hb B 5757, —EREBH AT SN T,



(4) 2 HHERFRR TOERERFIIL TORMRRKGZH L TVS DI TR

HRB BT Gl 7o SN A RERHR LU B CTH H7H%, 2 7 IRBR B THKIRE L CUL T DR 431
7ZENTWRNEE R BIS o H— A7 FAEHIFEL KO R PR B & 7 A7 BEAR 2 AT HREERIRE R R W L 3L T
H5 o LU IR THFED N —T 1B T B BRI LA TR DRSS R IR E DB ED53 105 T % o T
I HIT I3 SRR S EEEDSFEE A OF 2 B R REORER 3 A7 BRDFF R e bl A 2L L7k 6

HA T —EADEE [ WA AL U T EBEEZ A S B RE | L OFHIiOHA AT B SN TV eT
B% o ZD728 E RS OBE AN IS FRO NI B T LW ADDUEEL TV ADDPAEHTH S,

B B AR (SRR R 2 DIEFRIESEE) |\ S AR LOFRDAT 53T L HIZIE Ly ar 1TH
HEN72Pay for PerformanceX outcome’z N—AIZL7MERHIEEDEZHN S o

2 LTCIRIRICOEERFHEEATINED

(1 )LTCG)%H:F‘?%E&:?E%B’JG)E%H@F?%E

LTCIZE MBS 28 AL 725 G2 LT D3 D FEBE N L 038 % o 55— IZLTC TR AT IEE D EE 2 S T2 5
B B ICLTCOFI A S ffi?ﬁa% (foot voting) ZEASHTRED> 85 I ZLTCOARFI I S LTCHEROD R 2 Bl A £
OWDITZETHNDS
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Introductory Remarks

Prof. Hiroyuki Kawaguchi, proffessor, Seijo University: Thank you for coming, everybody. I would like to start
the symposium. First of all, I would like to have some opening remarks from the president of Seijo University, Professor

Yui.

Prof. Yuji Yui; Chancellor Seijo School; President, Seijo University: Good afternoon ladies and gentlemen. I am

delighted to welcome all of you to this international symposium on healthcare and long-term care for the elderly.

I would especially like to express my great gratitude to the three distinguished scholars, Prof. Peter Smith from the United
Kingdom, Professor Richard van Kleef from the Netherlands, and Professor Paul Lillrank from Finland for sparing their

very busy time and coming to present papers at this symposium.

It is my great pleasure for me to give an opening address. This conference is the outcome of a funding program for
granting aid for scientific research. Also, this is partly sponsored by Seijo School. As the chancellor of Seijo School, and

the president of Seijo university, I would like to take this honorable opportunity to introduce Seijo School.

Seijo School consists of a kindergarten, elementary, junior and senior high school, and university. It was established in
1917, 97 years ago. Seijo University was established in 1950 by Seijo School. We are going to celebrate the centennial
anniversary in 2017. We are now planning a series of events which commemorate the centennial anniversary. This

symposium is a part of the commemoration events, and Seijo School has financially supported this event a little bit.

Regarding the theme of the conference, acceleration of aging and rapid increase in expenses of social security, have been a
big issue, not only in OECD (Organization for Economic Co-operation and Development) countries, but also in Asian
countries. In order to provide health care and long-term care for the elderly efficiently, each country has various policies
and system management. So, we can learn important lessons from international comparison and exchange of ideas with
experts from different countries. In that sense, I am strongly convinced that this symposium will contribute to deepening

our mutual understanding on this issue.

Finally, on behalf of all participants, I would like to express deep appreciation for Professor Kawaguchi’s excellent



preparation and management of the symposium. I hope all participants will enjoy this symposium.

Thank you very much.

Prof. Hiroyuki Kawaguchi: Thank you Professor Yui.

I would like to explain about this symposium and our research group in a very short time. I am the chairperson, and your
helper. My name is Hiroyuki Kawaguchi, and if you have any problems, please ask me anything. At the start of my
comment, I would like to explain about this research project. In this research project, we will make a policy proposal for
the healthcare system of long term care for the elderly population in Japan, on both the delivery side and the financing

side.

In the delivery side, we will try to develop the care model to integrate and coordinate long term care. In this process, we
will consider not only quality of care, but also budget constraints of the Japanese government. Financially, it is a very hard
time in Japanese government. In the financing side, we will try to develop a financial scheme for public financing for long
term care. On the ground, we will focus on the test of the “red herring hypothesis,” and whether this hypothesis is valid in
Japan. To answer this question, we will try to evaluate the pressure on health care expenditure by the aging population in

Japan.

Let me introduce out members. There are eight members in the research team: Professor Ii from Hitotsubashi University,
Professor Ogata from University of Tokyo, and Mr. Kikuchi from the National Institute of Population and Social Security
Research, Professor Tajika from Hitotsubashi University, Professor Hashimoto from University of Tokyo (he will attend

later), Professor Moriyama from Hiroshima University, Professor Yui from Seijo University, and me.

The introduction of the three invited guest speakers is the most important part for me. Let me present Professor Peter
Smith from Imperial College, London; Professor Paul Lillrank from Aalto University in Finland; and Professor Richard
van Kleef from Erasmus University, Rotterdam in the Netherlands. Thank you to all the guest speakers from your

participation in this symposium.

Time is limited, so I would like to move to session one. The first session is about the primary care field as the basement of
the health care system. The presentation will be forty minutes. After the presentation, we will have thirty minutes for

discussion.
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Session 1



Session 1, Presentation:

The role of primary health care
in controlling the cost
of specialist health care.

Emeritus Professor of Health Policy, .
Imperial College London Professor Peter Smlth

[ slide 001 ]

Hello. Thank you very much indeed, Professor Kawaguchi.
I am very honored to be invited here. I would also like to

thank Seijo University for inviting me. It is a very great

honor to be here. I am very grateful to all of you for giving The role of prl mary health care in
up your Sunday to come and listen to us. [ know Sundays COntrO”ing the cost of SpeCialiSt
are very precious. health care

Peter C. Smith

Emeritus Professor of Health Policy
Imperial College Business School

When I was researching for this talk, one of the first things
I came across was this report made by one of our think

tanks in London called The Nuffield Trust. It is called perersmiih@mperalacul

“Caring for an aging population,” and it included “Points to

consider from reform in Japan.” So, it is lessons for the UK from the Japanese experience. We in the UK are listening very
hard to what you say, because we to have real concerns here. I think it is important to say that none of us have any

complete answers to this real problem that is beginning to arise in all of our countries.

I am going to talk specifically about the role of primary care, and possible future reforms to improve the quality of care
for older people, and control the costs of that care. Right at the beginning, I must underline that I don’t think primary care
is a complete solution to this problem. I think there are elements of primary care that may be very useful, and very good,
for any health system. There are also elements of primary care, certainly as it is practiced in the UK, that I would not want
any other country to copy. It is important to take the good things, try to build on those, and avoid the traps and the bad

things that have happened.



[ slide 002 ]

I will start my forty minute presentation by talking about
primary care, in particular its role in disease management
for chronic disease, which is the major concern for older
people. Incentives play an incredibly important part in the
way that primary care functions, so [ will talk a bit about
those. Then I will look at two policies, which I think are
particularly interesting, that have been tried in the UK but
may have relevance to all health systems. I will explain
those policies later in the talk, but they have been major

experiments in the UK.

[ slide 003 ]

Contents

Primary care and general practitioners
Disease management

Role of incentives in primary care

Two primary care policies

— Fundholding budgets for general practice
— Pay-for performance in primary care

Primary care

* Fundamental role in:
— Coordinating care
— Health promotion and disease prevention
— Prescribing and drug monitoring
— Minor specialist treatments
— Gatekeeping
* Also, potential role in:
— Promoting efficiency

— Cost control (especially unnecessary use of
secondary care)

So, what is primary care? It has a fundamental role in
coordinating care of individuals, promoting health and
preventing disease. It also has important roles in drug
prescription and monitoring. In addition, many primary
care organizations do minor specialist treatments, which
reduces the burden on hospitals. Also, in most primary care
systems, and certainly those in the UK, primary care
physicians act as gatekeepers to secondary care. Therefore,
we cannot get access to specialist care unless our primary
care physician makes a request. Of course, I exclude

emergency care from that statement.

There are also arguments that primary care can improve efficiency in the healthcare system, and control costs. Those are

things that I will talk about a bit later.

[ slide 004 ]

Specifically in the UK, we have a particular organization of
primary care. I am not convinced that this is the best
organization of primary care, but it has evolved since the
creation of our National Health Service in 1948. Most
general practices are small businesses with a contract from
the public payer (the National Health Service). They are
funded by a mix fixed capitation payments per head of
population that they look after. Then on top of that, there
are some fee for service payments. They can employ staff
and services according to their requirements. About 20% of

their income comes through performance-related reward.

Primary care in the UK

Average general practice serves a population 7,000 with 4.7
general practitioners (GPs)

— Most are small businesses with a contractual relationship with the
NHS

— Funded by a mix of capitation payments and fee-for-service

— Some freedom in employing staff and organizing services
About 20% of income through pay-for-performance (see later)
All non-emergency referrals for specialist care must be
authorized by the GP

Fundamental role in the administration of the NHS

— Implementing national and local policy.

— Primary care physicians play a leading role in local ‘clinical
commissioning groups’
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I will talk about this later in my presentation. I mentioned already that non-emergency referrals must be authorized by the

general practitioner. Increasingly, our primary care physicians are taking a fundamental role in organizing the local

services, such as hospital services. They have control of local budgets for much of the health system.

[ slide 005 ]

Incentives play a big part in how our primary care system
works. There are indirect incentives, because it is important
to note that patients can choose which general practitioner
they register with, so there is some competition between
them. Therefore, the indirect incentives arise from that
competition. There are performance reports, and even a
website, like TripAdvisor, where you can see what patients
say about general practitioners. Not all general practitioners
are pleased with that development — reputation has become
an important element. In addition, general practitioners are

given budgets to manage. They don’t get rewards from

The role of incentives

* Indirect incentives
— Performance reporting
— Reputation
— Payment mechanism
* Budget responsibility
* Direct incentives
— Pay for service (eg vaccination)
— ‘Pay for performance’

those budgets, but it is their duty to look after the budgets for their patients.

General practitioners also have direct incentives, which I will talk about later.

[ slide 006 ]

Disease management

* GP disease management of chronic conditions

— monitoring (for example, cholesterol levels for
patients with coronary heart disease)

— secondary preventive medicine (for example anti-
platelet therapy for stroke patients, influenza
immunization for vulnerable groups)

— lifestyle advice for smokers or the obese.
Intended to improve the health of individual
patients with chronic conditions and reduce
unnecessary specialist costs.

18

One fundamental role of general practitioners is disease
management. “Disease management” is a rather vague
term, originally coming from the United States, but
roughly speaking, it can be described as monitoring
chronic disease to ensure that it is under control, and that
any requirements of the patients are met, and also that
prevent unnecessary use of secondary care. It is intended to
improve the health of the individual and reduce
unnecessary specialist costs. However, it is certainly not

completely successful in that.



[ slide 007 ]

This is a survey done by the Commonwealth Fund every
three years of ordinary citizens in eleven countries. It is
unfortunate that Japan does not join in this survey at the
moment, but I hope it will in the future because I think it is
a very useful “snapshot” of health systems, and what people
think of those health systems. This slide is one of many you
can get from the Commonwealth Fund. It asks people about
problems they have experienced in the coordination of their
care over the last two years. The light blue shows patients

with no chronic disease, and the problems they have had

with car coordination. As you can see, there is quite a lot of

Coordination Problems in the Past Two Years,
by Number of Chronic Conditions

Percent experienced any of three

coordination problems* O No chronic conditions

W 2 or more chronic conditions
50 1

AUS  CAN FR GER  NETH NZ NOR

SWE

Swiz UK us

* Test results/records not available at time of appointment, received conflicting information
from different health professionals, and/or doctors ordered test that had already been done.

Source: 2010 Commonwealth Fund International Health Policy Survey in Eleven Countries.

variation from country to country. The UK has quite good results in that area. Generally speaking, the countries that have

good primary care tend to get better results than other countries. The US, as with so many of these, is a outlier. On the

other hand, for patients with two or more chronic conditions, the results are not so good for the UK — or for most countries.

Overall, one-third of people with chronic diseases feel there are coordination problems.

[ slide 008 ]

Unnecessary use of secondary care

Examples from hospital inpatient use for:
— Asthma

— Chronic obstructive pulmonary disease (COPD)
— Diabetes

19

The second issue was unnecessary use of secondary care.
We have some data on this from the OECD for three
chronic diseases. They show the number of avoidable

admissions for these chronic conditions in OECD countries.



[ slide 009 ]

This is the picture for asthma. Japan is towards the bottom
is pretty good, especially compared with the countries at
the top, which includes Korea, as having particularly high

rates for asthma.

[ slide 010 ]

ASTHMA
All hospital admissions with a principal diagnosis code of asthma (excluding day cases)
Age-sex standardised rate per 100 000 adult population 2011 (or nearest year)
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Chronic obstructive pulmonary disease (COPD)
All hospital admissions with a principal diagnosis code of COPD (excluding day cases)
Age-sex standardised rate per 100 000 population 2011

0 50 100 150 200 250 300 350 400

Hungar

Irelan:
New Zealand

Israel
United Kingdom
United States
Korea

Belgium
Germany

pain

orway

Poland

Canada
Slovak Republic
Sweden

Chile

Czech Republic
Finland
Slovenia
Mexico
France

Italy
Portugal
Japan —

Source: OECD Health Statistics 2014

[ slide O11 ]

At the other end of the spectrum is diabetes, where it
appears from the data that Japan has particularly high
levels of avoidable admissions. It may well be that there is a
very good reason for that. I believe that Professor Ii may
talk about that a little later on when she replies to my
presentation. This demonstrates that this sort of data is very
interesting, and useful, but they have to be looked at

carefully.

For chronic obstructive pulmonary disease (COPD), Japan
is has the lowest rates across the developed world. There
may be a different story here — it may be because of the
epidemiology, or the care of this disease in Japan. I would

be interested in your comments on that.

DIABETES
All admissions with principal diagnosis code of uncontrolled diabetes, without
mention of a short-term or long-term complication (excluding day cases)
Age-sex standardised rate per 100 000 adult population 2011 (0or nearest year)
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Source: OECD Health Statistics 2014
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[ slide 012 ]

This is simply a slide on that diabetes issue to show that it
is not the prevalence of diabetes in Japan [that is driving DIABETES:
o . . o prevalence and adult hospital admission rates
admissions rates high]. Along the horizontal axis is o
prevalence. Japan actually has quite low prevalence g0 o et
4 160
. . . .. E
compared to most countries, but it has a high admission g 1o
E 120 @HUN ®KOR
rate, with only Austria higher. I'm not sure if you are g 100 @ MEx
- 80 1
aware, but Austria has a very hospital-dominated health | £ oo e g
.fgﬂ 40 Onor P - @ CHL
& ] @, CHE
system. 2((: | QISL‘ i : /ﬁfsN:N?Ls‘A | |
2 4 6 8 10 12 14
Standardized prevalence age 0-79,2013
Source: OECD Health Statistics 2014 and International Diabetes Federation 2014
[ slide 013 & 014 ]

We have done a bit of work on whether disease management actually does improve costs or improve health. This is a
recent article we published, and what we find is rather mixed is that high levels of performance in managing certain
chronic diseases does not seem to improve health of people in the short term. We couldn’t examine the longer term, but
what we did find was that disease management of people who have had a stroke had a very distinct impact. Good disease
management of stroke patients — people who have had a stroke in the past — is associated with reduced future mortality,
and reduced future care costs. We think that the improvements over the last five years in stroke care in the UK have saved
about 7,000 deaths per annum, and annual expenditure has reduced 0.2% of all hospital costs. That may not sound like a
lot, but actually it is very hard to find any interventions which have a major impact on hospital costs. This is one kind of

intervention that does have an impact, but we need to find many more to be successful.

Journal of Meaith Fesrormic 30 (301 1) 999-507

Quality of disease management
and hospital costs

* Examined link between incentivized performance in
) - ) ) chronic disease management and hospital costs

Does better disease management in primary care reduce hospital costs? Evidence

from English primary care e Asthma; chronic heart disease; chronic kidney disease;
COPD; dementia; diabetes; hypertension; hypothyroidism;
mental health; stroke.

e Only clear link is between improved GP performance

and reduced hospital costs for stroke patients.

¢ Annual expenditure reduced by £130m (0.2% of all
hospital costs), mainly in emergency admissions

Conterts lists availsbbe at ScioncaDirnct

Journal of Health Economics

AMETRACT

We apply cravi-sevtionsl and pancl dats metheds to 3 dstabuie of 5 million p
general practices (o examine whether beter primary care management of 10 ch
sted hongital & v :

i that only v
results suggest that the M mpeoveme:
and 30T/ redued 20071 hongital ex

* Saved approximately 7,000 deaths per annum
Dusheiko, M., Gravelle, H., Martin, S., Rice, N. and Smith, P. (2011), “Does disease
management reduce hospital costs? Evidence from English primary care”, Journal of Health
Economics, 30, 919-932.




[ slide 015 & 016 ]

So, let me go on to the two policies aimed at primary care which are trying to improve efficiency in the area of chronic

disease and care of the elderly. First of all, this is a policy called fundholding. It was implemented more than 20 years ago.

What it essentially did was give general practitioners an annual budget with which they were expected to look after their

patients’ secondary care needs. They were expected to pay for all the secondary care — not the emergency costs, but the

routine care — out of this budget.

Two policies aimed at improving
health system efficiency

* Gatekeeping budgets
— GP fundholding
* Pay-for-performance (P4P)
— Quality and outcomes framework

POLICY 1: FUNDHOLDING

[ slide 017 ]

Gatekeeping in primary care

* Citizens register with a general practitioner
(GP)
— Compulsory, or incentives such as reduced
Insurance premiums
* Access to (non-emergency) specialist care only
through referral by GP
— Compulsory, or incentives such as a patient fee for
direct access to specialist
* Strength of incentives and compulsion varies
greatly between systems of gate-keeping
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I have talked a little bit already about primary care in the
UK. This fundholding role, which I will talk about here, is
actually a very extreme form of gate keeping. This is the
OECD again. They have done a survey of which countries
actually use gate-keeping across the developed world. The
horizontal side is whether primary care physicians are
required to make a referral for secondary care. As you see,
for the majority of countries there is that gatekeeping
requirement. So, in Denmark, Finland, and so on. The
vertical axis is whether the patients are required to register
with a primary care physician. That is less relevant for this

particular talk.



[ slide 018 ]

As you see, Japan has no gatekeeping to secondary care,
and there are some countries in the middle — Belgium,
France, Switzerland, and Mexico — with some gatekeeping
incentives. In France for example, one has to pay extra if
one goes to a specialist without getting a referral from a
primary care gatekeeper. So, those are the different systems

in place around the world.

[ slide 019 ]

OECD Survey of Health System
Characteristics 2012

Gatekeeping system

Primary care physicians refermal 1o access secondary care

o requirement, no
Denmark, Finland,
Ireland™, italy,

Netherands, Portugal,
Slovenia, Spain

Czech Republic

Australia, New Zealand, Belgium, France,
Norway, Poland, Switzerand

LUl DL Canada, Chile, United
LTLE U Kingdom

.0ecd.org/els/t

Austia. Germany,
Greece, Iceland, Israel,
Japan, Korea

Merico

Source: http://w ‘ganisation-health-care-delivery.htm

Fundholding

General practitioners were given an annual budget
with which they were expected to purchase certain
secondary health services for their patients

— Includes routine (‘chargeable’) non-emergency surgery (about 37% of
all hospital episodes)

— Excludes ‘non-chargeable’ elective procedures (more complex, about
16% of all episodes)
— Excludes emergency admissions (about 46% of episodes)

Participation of GPs voluntary
Introduced in 1991, abolished in 1998

About 50% of patients covered by a fundholder by
1998

Budgetary surplus could be retained by the practice
for ‘extra services for patients’ (not personal gain)

Weak sanctions for overspending.

This is the fundholding experiment in the UK. They were
given this budget, and it meant that certain routine, or
chargeable, procedures, were paid for out of that general
practitioner budget. It excluded certain elective procedures
that were not chargeable — more complicated ones
generally — so, the chargeable were about 37% of all
hospital episodes, and the non-chargeable ones were about
16%, and then there were emergency admissions, which
were not charged to the general practitioner and made up

about 46% of all admissions.

Very importantly, general practitioner (GP) participation was voluntary. In the end, only about 50% of GPs took part in it.

It was started in 1991, and abolished in 1998. About 50% of patients were covered by 1998. What happened to the surplus

on the budget was that the GP could retain that surplus, not for their own personal wealth or income, but for investing for

patient services. They could provide a new service for their patients, and make their practice more attractive in some way.

It is also important to note that the penalties for overspending were quite weak. The worst that could happen to a fund

holder was that they would have permission taken away, and they couldn’t be a fund holder in the future. They didn’t

actually have a great deal of personal money at stake.
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[ slide 020 ]

The interesting thing with this experiment was that we had

a very natural experiment, because we could look at the A natural expe riment:
impact of abolition of fundholding in 1998. Incidentally, it the abolition of fund h0|dmg
was abolished not because it was considered to be a failure, « An opportunity to observe the impact of the end of a

policy on fundholders vs non-fundholders

it was abolished for political reasons — a new government « Two years either side of abolition
came into power, and they wanted to do something . eDfitt:’:;icctult to disentangle selection effect from incentive
different. I’m sure you don’t have things happening like * Difference-in-difference econometric techniques
) ) . . ) ¢ Results: fundholders made 4.9% less use of the relevant
that in Japan! But we have things happening like that in the non-emergency hospital treatments than their non-
) ) ) fundholding counterparts, a difference that quickly
UK all the time, and it has a very unfortunate impact on disappeared after abolition.
our health S}/Stem- * Dusheiko, M., Gravelle, H., Jacobs, R., Smith, P. (2006), “The effect of budgets

on doctor behaviour: evidence from a natural experiment”, Journal of Health
Economics, 25, 449-478.

What we did was look at two years on either side of abolition. We used some advanced econometrics techniques. However,
in the end, what we were able to show was that fund holders, after you corrected for everything else, seemed to use about
5% less of those chargeable treatments than non-fund holders. There was quite a large impact on secondary care caused by
fund holding. This is the diagram that tries to show it. Here are the two years before abolition, and these are the fund
holders here. It is relative to the red line — the fund holders were quite low in their referrals. When fundholding was
abolished, which was in this period, in the first year, the fund holders started approaching all the others, and then in the

second year, they got very close to the others. So, there was a very distinct impact when the experiment was abolished.

[ slide021 & 022 ]

I haven’t got time to go through all of our conclusions, but we concluded that fund holders, and fundholding, had a
significant impact on hospital costs. We think, again, that it was a saving of about 0.6% of all hospital expenditure. And
this reduction would be permanently reduced, with this system in place. We could find no evidence that fund-holder
patients had poorer health. There was an interesting finding, that they actually seemed to be less satisfied with their
doctors, than non-fund holding patients. There may be an issue that patients may think that their doctor is more concerned

about the money, than about their health.

Differences between fundholder and non-fundholder . .
admission rates for chargeable, non-chargeable and Fundholdlng. conclu5|ons

emergency admissions

Voluntary gatekeeper budget-holding secured material reductions in referrals,
even with very modest incentives
— Approximately 5% of referrals; 50% of GPs; 25% of hospital costs. This implies
annual savings of 0.6% of all hospital expenditure.
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Earlier fundholders secured larger reductions than later fundholders:
— More scope?

— More enthusiasm?

— Learning behaviour?
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Fundholding regime had no effect on emergency admission rates for FHs

n

Fundholders secured distinct waiting time advantages:
— At expense of non-fundholders?
— To benefit of non-fundholders?
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n

Proportionate difference
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[ slide 023 ]

The second initiative that I would like to discuss is the issue
of Pay-for-Performance. This is the notion of paying
physicians a reward for securing improved quality. It is
rather strange that we should think this is revolutionary. In
fact, there is a story that the Chinese first invented this type
of reward. I expect you have all heard this story about the
Chinese villages only paid their physicians while they
stayed healthy. If the villagers became sick, then they
stopped paying their physicians. This is an early form of

pay-for-performance.

[ slide 024 ]

POLICY 2: PAY-FOR-PERFORMANCE
(QUALITY AND OUTCOMES
FRAMEWORK)

Paying for performance in
healthcare, August 2014

¢ Cashin, C., Chi, Y., Smith, P,,
Borowitz, M. and Thomson,
S. (eds)

* Paying for performance in
healthcare: implications for
health system performance
and accountability

* Maidenhead: Open
University Press.

[ slide025 ]

There are big questions about what should be rewarded
when you do pay for performance. Should it be the
structure of care? There are some arguments that it should
just be having certain things in place — do you actually
provide the service. This is actually a big issue in
low-income countries. Their first concern is to make sure
the clinicians turn up for work. The first aspect of
performance is to have the workers in place, and to reward
attendance. However, of course we hope we can get more
sophisticated than that. So, the next level is the processes of

care. Do the physicians, or the providers, adhere to certain

This is just a little advertisement. We recently published a
book on this topic, which is now available. It has 16 case
studies from across high-income countries for paying for
performance, not just for primary care, but also for

secondary care.

What should be rewarded?

e Structure

— Provision of service

— Accreditation

— Information provision
* Process

— Adherence to guidelines
¢ Outcomes

— Early cancer diagnosis

— Biomedical status

— Avoidable admissions

— Health status

types of guidelines, which are expected to lead to better outcomes? Finally, should we reward the outcomes of care in

terms of better health? It turns out that these outcomes are very difficult to measure, and they take a long time to
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materialize sometimes. Also, they are vulnerable to influence beyond the control of the healthcare provider. So, we find

that most systems in place look at the processes of care as being what is rewarded. It is important that those processes are

known to be related, eventually, to good outcomes.

[ slide 026 ]

From the book, this shows the countries that are using
pay-for-performance, in three columns: Primary care,
Specialist care, and Hospitals. You will see that those
countries that are doing pay-for-performance are mainly
doing it in primary care. There are some in specialist care,
and some in hospitals. And of course, the Japan line is
empty. [ ought to say that this table was compiled by a
survey of government officials in the various countries, and
I have complete respect for government officials, but
certainly in the UK it is quite difficult to find a government

official who knows everything about all aspects of the

P4P programs and measures in OECD countries.
Source: Borowitz, Cashin, Chi, Smith, and Thompson (2014) for European Observatory and OECD

Primary care

X

Specialist care Hospitals

X
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X
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healthcare system. I expect that is true in some other countries as well.

[slide 027]

Some examples

France Contract for Improved Individual
Practice

Germany Disease Management Programme
Australia Practice Incentive Programme

UK Quality and Outcomes Framework
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These are some examples from the book. France has done a
lot in prescribing, and retaining prescribing costs. Germany
has an interesting disease management program. Australia
has a program that is less successful. The one I am going to
talk about is called the Quality and Outcomes Framework

(QOF) in the England.



[ slide 028 ]

So, what is QOF? QOF is still in operation, it tries to
incentivize actions with high quality care, and reduce the
need for specialist care. It was first implemented in 2004,
and it measures about 150 performance indicators in
primary care, and up to 20% of primary care practices’
income is determined by their performance. It was quite
difficult to evaluate this because there was no control
group. Everyone participated in this — it was voluntary, but
of course if you didn’t participate, you didn’t get any
reward, so with about 20% of their income at stake, almost

every general practitioner participated in the QOF.

P4P: the quality and outcomes
framework (QOF)

Seeks to incentivize actions associated with high quality care
and reduced need for specialist care

Implemented 2004, with a major emphasis on clinical quality

Measurement uses about 150 performance indicators,
yielding a points score for each general practice

Up to 20% of income determined by quality incentives
Major reliance on self-reporting (with external audit)
No control group, so evaluation difficult.

Smith, P. and York, N. (2004), “Quality incentives: the case of UK general
practitioners”, Health Affairs, 23(3), 112-118.

[ slide 029 |
GP Contract:
Indicators and points at risk
Area of practice Pls| Points
==> | Clinical 76| 550
Organizational 56 184
Additional services 10 36
Patient experience 4 100
Holistic care (balanced clinical care) - 100
Quality payments (balanced quality) - 30
Access bonus - 50
Maximum 146 1050
[ slide 030 ]

So, let me look at the clinical area here in some detail here.
These are the clinical areas. You can see all the chronic
disease areas you would expect. In each area, there were a
number of performance indicators. You will notice
incidentally that in terms of mental health, one of the
biggest areas of expenditure in the UK by a long way, there
are only 41 points at stake. But a general practitioner will
tell you, that about one-third of their time is spent on
aspects relating to mental health. However, for illustrative
purposes, I will point out the hypertension area, with 105

points at stake. These are the indicators.

So, what is the shape of this scheme? It involved 146
performance indicators across a variety of areas — clinical,
practice, and aspects of the organization, which had 56
performance indicators. There were some additional
service and other things. And then there were points in
each area. I will explain how they accumulated, but in the
clinical area, there were 550 points, and the maximum
point score, which determined your bonus, was 1050 points.
It has changed a bit recently — this is the original — but the

structure is still the same.

GP Contract: Clinical indicators

Domain Pls| Points
CHD including LVD etc 15 121
Stroke or transient ischaemic attack 10 31
Cancer 2 12
Hypothyroidism 2 8
Diabetes 18 99
Hypertension 5 105
Mental health 5 41
Asthma 7 72
COPD 8 45
Epilepsy 4 16
Clinical maximum 76 550
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[ slide 031 & 032 ]

You get nine points just for saying you have a register of patients with hypertension. However, the more interesting one, at
the bottom here, is the percentage of patients with hypertension in whom the last blood pressure in the last nine months
was 150/90 or less. There are 56 points at risk there, and you get all of those 56 points if you have got 70% of your patients
with this blood pressure under control. This is how it is calculated, so there is your achievement. At 70% you get all the
points. If you had only 20%, you start earning points then. If you have 55% of your patients successfully controlled then

you would get 39.2 points.

Hypertension:
indicators, scale and points at risk Threshold indicator BP5

Records Min  Max Points Points

earned

BP 1. The practice can produce a register of patients 9
with established hypertension

Diagnosis and initial
management

BP 2.The percentage of patients with hypertension 25 90 10 39.2
whose notes record smoking status at least once

7

BP 3.The % of patients with hypertension who smoke, 25 90 10
whose notes contain a record that smoking cessation
advice has been offered at least once

Ongoing Management
BP 4.The % of patients with hypertension in which there 25 90 20 :
is a record of the blood pressure in the past 9 months 20

BP 5. The % of patients with hypertension in whom the 25 70 56 55 Achievement %
last blood pressure (in last 9 months) is 150/90 or less (55-20)/(70-20) x 56 = 39.2

e IR e ittt

~

100

[ slide033 & 034 ]

The average points score in each year since it was established has been very high indeed. It looks like the requirements
were set too easily, quite frankly. We have seen improvements in all of the areas — this is just six of the performance
indicators. That one I showed you, HBPS, or the blood pressure 5, is the brown line on the graph. As you can see, it is
improving. And then QOF was introduced, the improvement continued. However, you will notice that all of the
performance levels were improving even before this was in place. A large part of this may have been due to

computerization, because of course to participate, every general practice needed to be computerized and linked in.

Achievement in England o .
g Trends in six QOF indicators 2001-2006
100 QOF
" e e
2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 7 ——— M,/ —e—CHD6
/05 | /06 | /07 | /08 | /09 | /10 | /11 | /12 | /13 60 Ly ae SFoaee |ecmoe
- e STROKE6
Average points 91.3 | 96.2 | 95.5|96.8 | 95.4 | 93.7 | 94.7 | 96.9 | 96.1 50 L= e STROKES
score (%) 40 o
g 20 L= ——HBP4
Practices 26 | 97 | 51752010 13| 24 | 37 20 —s—HBP5
achieving full 10
marks (%) o
g 2 8 8 88 38 38 8 8 8
282828238 %58%
CHD Coronary heart disease
STROKE Stroke
HBP Hypertension
Source: NHS Information Centre http://www.qof.ic.nhs.uk/ Copyright © 2007 QRESEARCH (Version 12) and The Information Centre for health and social care.




[ slide 035 ]

General Practitioner earnings took a big jump in the year
QOF was implemented, in 2004. This was my attempt to
make this chart in yen. I am not sure whether this income
seems high or not — is 20 million yen high by Japanese
standards. I may have got the conversion wrong! At any
rate, it is 100 000 pounds, or 120 000 Euros. That salary
rate has not risen since QOF — in fact, they have declined.
In fact all wages in our health system have either held level

or declined in recent years.

[ slide 036 ]

Trends in real GP earnings 1999-2013
(Converted ‘000 JPY; constant 2012 prices)

25,000
20,000 A\\
15,000 -/.—/

f
10,000
5,000

0 T T T T T T T T T T T T T T

1099 2001 2003 2005 2007 2009 2011 2013

Summary of findings to date

‘Quality’ was improving rapidly before the QOF was introduced
The QOF may have led to a further small, but possibly transient,
increase in quality
Evidence limited on the impact on health outcomes
In general, the targets seem to have been set at too low a level
The rewards associated with the QOF appear to have been excessive
Only modest evidence that ‘unmeasured’ quality is suffering relative
to measured quality
Evidence of some small amount of ‘gaming’ to achieve improved
scores
Side-benefits of QOF include:

* computerization;

* better information flow;

* more informed patients;

* better focus for GPs;

* more informed debate on what GPs should do.

This has been an interesting experiment. Quality was
improving before QOF was introduced. It may, however,
have led to further improvements. These improvements
have probably been quite small. What I would emphasize,
again, and in the interest of time I am moving on to the last
part, there have been some important side-benefits.
Amongst these, the computerization of general practice,
better information flow in terms of what the 150 indicators
give us. In addition, patients are better informed about the
quality of their primary care physicians. It has been a very

interesting experiment to involve general practitioners in

asking them what they are trying to do, and what is important in their respective practices. The involvement of general

practitioners has been very important. We now have a more informed debate on what we think primary care should be

doing. My own personal feeling is that this has been quite an important and interesting experiment, but we didn’t need to

spend 20% of general practitioner earnings on achieving these things.
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[ slide 037 & 038 ]

In the interest of time I have to skip over some of the slides. I think that pay-for-performance will become more important
in health systems. We have not seen too many successful schemes yet, but I think that is because policy makers are still
experimenting, and still feeling their way. In fact, in contrast to the UK scheme, most schemes internationally are being
underpowered. General practitioners have not been given enough reward to have a significant impact. I think we must be

patient, but I think this is the way health systems will pay in the future.

PAP design issues P4P: current thinking

* Scope of scheme
— Comprehensive (QOF)

Results of most experiments have been modest

~ Plecemeal + Some concern with gaming and other distortions
* Power and size of incentives L.
— Use of thresholds in QOF * However, P4P has resulted in improved data, better
* How difficult should performance targets be? IT, improved accountability
— Too easy in QOF * Design of schemes is complex and in need of careful
* Risk adju§tment fgr disadvantaged populations consideration
— Exception reporting . ] )
* Avoidance of gaming and other adverse outcomes * Provider payment mechanism is nevertheless a
— Information systems crucial area for more general future experimentation.
— Audit
[ slide 039 ]

In conclusion, I just wanted to say that I think primary care

, , Concluding comments
is a very important part of all health systems, or should be.

However, primary care is highly variable. Of course it is * Primary care highly variable:
— Between countries
variable between countries, and we know that there are — Within countries

* Primary care a key area for securing cost control and quality
improvement, but evidence to date has been inconclusive
— Need better designed and larger scale experiments

— Evaluation needs to be improved, including use of microsimulation to
model long term consequences

countries where there is virtually no primary care practice,
and countries where it is patchy. The other thing to note,

however, is that even when primary care is in place in a
e Prerequisites for success:

system, it is highly variable. I would say for example that in — Aligned payment mechanisms
. . . . . — Relevant information resources and audit
the UK, the best primary care is fantastic. It is very high — High quality governance

. . . . — Clinical leadership and engagement
quality. However, there is also some very terrible primary

Monitoring and evaluation

care in our system. For example, I used to live in

Westminster, near the Parliament Building, and every morning I would go past a primary care practice there, where
people queued outside the door in the morning to wait to get an appointment — not even to see the doctor, simply to get an
appointment. That is completely unacceptable, but you see that kind of thing happening. Of course, the best practitioners

have computerized systems, and you see you doctor when you want to see them.

I think primary care does offer big scope for securing cost control and quality improvement. However, probably because
of the big variability between practices, the evidence has been inconclusive. We need better experiments. My own personal
view is that policy makers should be much better at introducing experiments so they can be evaluated properly. We waste a
huge amount of effort and time in our country because we have big reforms in our health system, and then afterwards
academics are asked to evaluate the reforms. And then we say, “Actually, you have implemented these reforms so it is

almost impossible to evaluate them properly.” I would really like the design of reforms to be such that we can evaluate



them better in the future. It is interesting that one of our strongest evaluations was when that fundholding was abolished.

That is not the best time to evaluate something.

Nevertheless, for success in the primary care area, I think the following things are essential. First, payment mechanisms
must be aligned with what you are trying to achieve. Too often, we see the payment mechanisms are misaligned. We have
got to have the information resources available, on performance and many other factors. We also must have good audit.
What we found is that in the past there has been mistrust of evidence, of information that was provided, and that can be
very damaging for both the professionals in the system and the patients as well. We do need good quality information. We
need high-quality governance of the system to ensure that what is required is carried out properly. I think our experience
has definitely been that we need good clinical leaders. Without the clinical leaders — particularly the doctors — we cannot
make this work. This needed general practitioners to lead these experiments. Finally, we must monitor and evaluate the

system so we know what is working and what is not working. Then we can make reviews and adjustments in the future.

In conclusion, I would like to wish all of those involved with Japanese healthcare the very best in the challenging years
ahead, and to say that I think certainly the development of primary care is a policy area well-worth considering, but it has
to be done carefully and there are pitfalls that can arise in this area. However, there are many experts, in Japan and
internationally who can help refine policy and make sure you escape the worst traps that some other countries have fallen

into.

Thank you very much indeed.



Session 1, Discussion:

Comments on Professor Smith’s
presentation on “the role of primary
health care in controlling the cost of
specialist health care.

School of International Public Policy, .
Hitotsubashi University professor Masako I

[ slide001 ]

Professor Smith, thank you very much for your presentation.

It was a comprehensive overview of the UK healthcare Comments on Prof. Smith’s
reforms in the last 15-20 years, and the research done to presentation on “the role of
evaluate such reform. primary health care in controlling
the cost of specialist health care”

Masako li, PhD
School of International Public Policy
Hitotsubashi University
masako@econ.hit-u.ac.jp

Tokyo Symposium 28 September 2014

[slide 002]
I would like to make a comment on the following points.
First, some comments on OECD health data. Second, some
My comments
comments about the data availability in the UK. I think one
* OECD health data of the strengths of the UK system is that the comprehensive
*In tl":ebllj K, essential data on primary care are and essential data are available. Some people that in Japan
available
« Evaluation of two policies aimed at improving rich data sets such as DPC or Administrative Claim Data,
health system efficiencies but we have seen that the richness of the UK data,
Fundholding and particularly on outcome indicators on the common diseases,
QOF (Quality and Outcomes Framework) ) ) ) )
which are no comparison with Japanese data. I would like
* Lessons for Japan
to discuss this. Then, Professor Smith evaluated two
policies — fundholding and QOF. These are major

innovations in the history of primary care in the UK, so I would like to discuss their implications. Finally, I would like to

draw some lessons from UK healthcare reform.



[ slide 003 ]

We often use OECD health data to make international
comparisons, however we have to be very careful in
interpreting the data. In this respect, first, I would like to
discuss about healthcare expenditure, and then some

hospital impatient use, that Professor Smith mentioned.

Caution not to misinterpret
the OECD health data

Examples
* Health care expenditure
* Hospital inpatient use for

— Chronic obstructive pulmonary disease (COPD)
— Diabetes

[ slide 004 ]
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This is very famous data. It is the percentage of total health
expenditure per GDP. As is well known, the US spend
about 17% of their GDP on healthcare expenditure,
whereas in Japan it is about 10%, and in the UK it is 9%. It
is relatively lower among the OECD countries. However, if
one looks at the data very carefully, we find many
discrepancies among the data. For example, this green part
shows the capital formation. In Japan, only 0.09% of GDP
is spent on capital formation, and the UK it is 0.34%, or
about four times larger than in Japan. In the US it is 0.7% -

so about eight times larger than in Japan.

However, here is some more data from OECD. It is also
well known that the endowment of CT scans and MRI, and
the number of hospitals and hospital beds are exceptionally
large in Japan among the OECD countries, so I suspect that
this healthcare expenditure on capital formation may be

underestimated. So there are some discrepancies.

Number of CT scan and Hospital
(per 1 million population)

®CT Scan

" Hospital
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[ slide 006 ]

Then, on slide 10 of Professor Smith’s presentation is about
the COPD. The number of Japanese COPD patients must
be underestimated because the COPD is rarely diagnosed
at the primary care level in Japan. The number introduced
in slide 10 is OECD health data — about 0.22 million — is
the number of patients, mostly at the tertiary level
consulting with pulmonologists. It was estimated that in
2001, there were already 5.3 million patients suffering from
COPD without being consulted professionally. So we miss
many patients at the primary care level, and that seems to

be reflected in the OECD data.

[ slide 007 ]

Slide10: (COPD) All hospital admissions with a
principal diagnosis code of COPD

* The number of Japanese patients for COPD
(0.22 million) must be very underestimated as
COPD is rarely diagnosed at primary care level
in Japan. This number, 0.22 million, in the
OECD data is the number of patients mostly at
tertiary level consulted by pulmonologists. It
was estimated in 2001 that in Japan nearly 5.3
million are suffering from COPD without being
consulted professionally.

Slide11: (Diabetes) All admissions with principal
diagnosis code of uncontrolled diabetes, without
mention of a short-term or long-term complication

“Educational Hospitalization”

Patients stay in hospital only for the purpose
of education of diabetes.

On slide 11 of Professor Smith’s presentation, about
diabetes, we find that there are many inpatients in Japan.
This is because of what we call “Educational
Hospitalization.” Patients stay in the hospital only for the
purpose of education about diabetes. I think this is a

peculiar phenomenon in Japan.

Therefore, when we do an international comparison using
OECD health data, it is quite important to be cautious
about the background of the healthcare system. Of course

OECD Health Data are very useful.

I would like to go on the policy evaluations. Professor Smith has evaluated two policies which aim at improving health

system efficiency: Fundholding and QOF. Both research results are published in the Journal of Health Economics, one of

the top journals in the field.
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[ slide 008 ]

The first policy is about fundholding. The research
estimated the effect of fundholding using a Difference in
Difference (DID) methodology on a 4-yeal panel of English
general practice, before and after the abolition of
fundholding. For the Japanese audience, I would like to
explain what general practice is, because some of them
might not know what it is. Family medicine and general
practice mean the same thing. They are terms that describe

care by doctors specializing in primary care.

From an economists” point of view, what I find particularly

Policy 1: Fundholdings

Estimate the effect of fundholding using a DID methodology on
4-year panel of English general practice(=family mediciney
before and after the abolition of fundholding.

Consider the various effects of budgetary regimes
such as transitional effects:

1. After the end of fundholing in April 1999 ex-fundholding
ractices were allowed to keep their accumulated
undholding surpluses to be spent over the following 4 years.

Thus even in the last 2 years of fundholding fundholders still

had an incentive to reduce elective admissions to

accumulate surplus.

2. The anticipated end of fundholding gave fundholders an
incentive to delay referrals so that the patient would be
admitted in the post-fundhodling period at the much lower
post-fundholding price.

Dusheiko, M., Gravelle, H., Jacobs, R., Smith, P. (2006), “The effect of budgets on doctor
behaviour: evidence from a natural experiment”, Journal of Health Economics, 25, 449-478.

interesting in this research is that this estimate on the effect of fundholding, considers the dynamic aspect, the dynamic

effect, of fundholding. For example, after the end of fundholding in April 1999, ex-fundholding clinics were allowed to

keep their accumulated surpluses to be spent over the following four years. Therefore, even the last two years of

fundholding, fundholders still have an incentive to reduce elective-admissions to accumulated surpluses. Also, fundholders

were able to anticipate the end of fundholding, so they might delay the referrals to the hospital so that the patient would be

admitted after the fundholding ended. Such dynamic effects are considered in this research. The result is that the

fundholdings were cost-effective.

[ slide 009 ]

Result:
Fundholders made 4.9% less use of the relevant
non-emergency hospital treatments than their
non-fundholding counterparts, a difference that
quickly disappeared after abolition.

Fundholding: Participation of GPs is voluntary

Primary Care Trust: Participation of GPs is
mandatory

35

After the fundholding ended, Primary Care Trust started.
What I understand is that there seems to have a similar
role, despite a different name. This change was made, as
Professor Smith explained, because of a change in
administration from the Conservative Party to the Labour
Party. The one noticeable difference between fundholding
and primary care trust is that for the fundholdings, general
practitioner participation is voluntary. However, for
Primary Care Trust, general practitioner participation is
mandatory. So I would like to know why the participation
has become mandatory. Is it because your research found

the effectiveness of fundholding? Or is that another reason?



[ slide 010 ]

The next policy that was evaluated was QOF. This
examined whether better primary care management of ten
chronic diseases is associated with reduced hospital costs,
applying cross-sectional and panel data methods to a data
set of about 5 million patients in 8000 English general
practices. Here, “general practice” means the unit of care. It

means the general practitioner’s (GP’s) clinics.

[slide O11]

Policy 2: Quality and Outcomes
Framework (QOF)

Examine whether better primary care management of
10 chronic diseases is associated with reduced
hospital costs, applying cross-sectional and panel
data methods to a dataset of 5 million patients in
8000 English general practices.

Dusheiko, M., Gravelle, H., Martin, S., Rice, N. and Smith, P. (2011),
“Does disease management reduce hospital costs? Evidence from
English primary care”, Journal of Health Economics, 30, 919-932.

Strength of register system

Essential health care data are available (Slide 31)
For example,

1. The % of patients with hypertension in which there is
a record of the blood pressure in the past 9 months

2. The % of patients with hypertension in whom the last
blood pressure (in last 9 months) is 150/90 or less

Slide 18: Register with a primary care physician or clinic?

In studying about QOF, what I found impressive was the
richness of the data. It was an indicator of outcomes which
were shown in slides 31-32. These GP contract indicators
and clinical indicators had an example of hypertension
indicators. So, because any UK resident has to register with
a primary care physician, essential health data is available
in all the communities. My one question is about slide 18,
where you showed the figures from OECD. I am not sure if
this is the register for the primary care physician, or the

register for the clinics. That is a minor question.

Anyways, because of the registrations, essential healthcare data is available. For example, in any community in the UK,

you can obtain the percentage of patients with hypertension in which there is a record of blood pressure in the past nine

months, or the percentage of percentage of patients with hypertension with whom the last blood pressure is 150/90 or less.

So, it is quite impressive that in any community in the UK, you can have such rich indicators.
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[ slide 012 ]

According to Professor Smith’s slide 30, there were ten
domains. However, I looked at the recent National Health
Service (NHS), which is easily available on the Internet,
and it said at latest count, they have 30 domains. When I
wrote the handouts, I thought it was 18, but I noticed when I
counted yesterday that there were actually 30 domains. I
tried to count how many indicators there were, but there
was so many I gave up! How many indicators did you say
there was? You said it was about 150 before, but of course,
domains have now increased to 30, maybe even more.
Anyways, there are many outcome indicators on common

diseases available.

[ slide 013 ]

Slide 30: 10 domains -> 2013/14: 30 domains with
more than 100 indicators

examples of newly added domains are:
- depression
- learning disability
- osteoporosis
(secondary prevention of fragility fractures)

Examples of indicators

Depression: The percentage of patients aged 18 or over
with a new diagnosis of depression in the preceding 1
April to 31 March, who have had a bio-psychosocial
assessment by the point of diagnosis

Learning disability: The contractor establishes and
maintains a register of patients aged 18 or over with
learning disabilities

Osteoporosis: Aged 50 or over and who have not attained
the age of 75 with a record of a fragility fracture on or
after 1 April 2012 and a diagnosis of osteoporosis
confirmed on DXA scan

[ slide 014 ]

One of the conclusions in Professor Smith’s research is that
the primary care, a key area for securing cost control and
quality improvement, but evidence today has been

inconclusive.

Some examples of newly added domains are depression,
learning disability, and osteoporosis. Professor Smith
mentioned that GPs spend one-third of their time on these
cases, and there is a lot of money spent as well. I suppose
there are more domains included in the mental health area.
An example of an indicator is something like for
depression, the percentage of patients aged 18 or over, and
patients with learning disabilities and so forth. As I said
before, this data is available in any community all over the

UK.

One of the conclusions: Primary care a key area
for securing cost control and quality
improvement, but evidence to date has been
inconclusive.

However,

* “Quality” had been improving rapidly even
before the QOF was introduced (slide 34)




[ slide 015 ]

I think we have to be careful about the implications of this.
I think the most important implication, or purpose of QOF
is not cost-control. Rather, it offers the best available
evidence for the treatment of common diseases. What I
found interesting is that the quality has been improving
rapidly, even before the QOF was introduced as was
explained in slide 34. One of the reasons Professor Smith
mentioned, was computerization and introducing IT. But
did only introducing IT really improve the quality? It is
probably necessary, or at least important, but perhaps not

the best reason. I think the most important reason of the

“Quality” was improving rapidly before
the QOF was introduced (slide 34)

In 1999 Clinical Evidence was launched in the UK.

*CE is a compendium of the best available evidence on the
effects of common clinical interventions, which has facilitated
evidence-based practice at the point of care.

In Japan some criticize dependence on evidence
or guidelines leads to “defensive medicine”

Only better IT will improve the quality?

quality improvement in the UK was that the UK introduced Clinical Evidence in 1999. So, that is why before introducing

QOF, the quality was increasing rapidly.

[ slide 016 ]

Strengths of UK primary care system

* The data available for those who do not come
to clinics (or hospitals)

e Essential health care data are available for the
whole population

[ slide 017 ]

Finally, I would like to share some of the findings from the
two research I am conducting. For hypertension and
diabetes, we were comparing the consultation period for
clinics and hospitals. For the consultation period for
patients with hypertension, they see a doctor on average
every 35 days at clinics, and every 51 days at the hospital.
Because standard deviation is 14.6, that means that some
patients see a doctor every 20-21 days for hypertension. For
patients with diabetes, it is a similar frequency. This
frequency is quite amazing — how often patients see their

doctors. By global standards it is quite frequent. It may be

We are quite envious of the UK’s system because of the
register system, and the data that is available even for those
who don’t go to clinics or hospitals. This essential health

care data is available for the whole population.

Administrative claims data FY2013

Hypertension Diabetes

Clinics Hospitals Clinics Hospitals
Number of patients 1566086 515752 558730 257323
Age, y (MeantSD) 585486 564194 58.240.3 57.9499
Male (%) 579 60.5 65.6 65.4
Consultation period, days
Drug administration period) | (Mean+SD) 35+14.6 51.1+21.7 337131 47.3+19.1

Number of comorbidites (%)
0
1
22

472
323
205

3
335
335

494
506

a7
60.3
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effective, but we don’t have the outcome indicators like the UK so we don’t know. We cannot evaluate.

[ slide 018 & 019 ]

The second research I am conducting is motivated by Professor Smith’s research published in Health Affairs last year.
Professor Smith and his research group conducted a survey — the Commonwealth fund conducted the survey and prof.
Smith wrote the paper based on the survey data from 11 countries. The survey looked at people’s perception of the overall
health system performance and affordability and effectiveness of care. One of the questions is about overall opinion. The
questionnaire asks “How do you evaluate your country’s healthcare system?” And one must choose one of four answers:
“On the whole the system works pretty well. Only minor changes are necessary to make it work better;” “There are some
good things in our healthcare system, but fundamental changes are needed to make it work better;” “Our healthcare
system has so much wrong with it that we need to completely rebuild it;” and then the final option is “Not sure.” So this is
the result from Australia, Canada, France, Germany, and the UK. In the UK, 61% is the highest number — the highest

percentage of people are satisfied with their healthcare system. Only 3% of people believe that complete reform is needed.

So, with the help of Professor Smith, I was able to obtain the questionnaire from the Commonwealth Fund, and we
conducted it for Japan. What do you think the results for Japan were like? Of course taking into account the translations
and backgrounds, it cannot be a complete comparison, so maybe I should ask someone how you think most Japanese will
choose. Any volunteers? I am a teacher, so I can go up to someone and ask! Professor Kawaguchi has so much

responsibility, and I hesitate to ask you, but what do you think?

Papancolcas, Sylus, and Smith(2013) Overall opinion
“An analysis of survey data from _
. . ‘ . . Qverall opinions Aus Can Fra Ger UK us
eleven countries finds that ‘satisfaction On tho whlo, the system
WOrks pretly well, an
with health system performance only T ohanges are 232%| 43| 432) 368 613 289

work better

means many things”, Health Affairs

There are some good
things in our health care
system, but fundamental 94.5% 54.5 48.2 51.6 351 42.7

changes are needed to

Survey respondents’ perception of overall health make it work better

QOur health care system

system performance, Affordability of care, has 83 much wrong with 214%
[ at we nee O

effectiveness of care, completely rebuild it
Not sure 1.0% 08 0.4 0.3 0.7 24

10.3 a1 1.4 3 254




[ slide 020 & 021 ]

We asked about 2,000 people — 1,000 in a big city, and 2000 in rural areas. Age distribution is quite equal.

This is the result. It is quite amazing that only 4.4% of people said that they thought only minor changes were necessary.
But what I was especially amazed by was the fact that 16.7% or people said they were “Not sure.” I think this is the
problem of the Japanese healthcare system. Although healthcare is an important part of life, many people do not know

what the problem is. Finally, starting in 2017, the national accreditation system for 19 medical and surgical training

programs will start, including general practice.

Overall opinion

Overall opinions Aus Can |Fra Ger UK us JPN

On the whole, the system
works pretty well, and
only minor changes are 23.2% 343 432 36.8 61.3 289 44
necessary to make it
work better

There are some good
things in our health care
system, but fundamental 54.5% 545 482 51.6 35.1 427 679
changes are needed to
make it work better

Our health care system
has so much wrong with 21.4%

it that we need to 103 81 n4 3 254
completely rebuild it
Not sure 1.0% 0.8 04 03 0.7 24 16.7

Lessons from the UK experiences

Promote standardized managements of chronic
diseases (such as hypertension and diabetes) at
primary care level.

Construct a database to show the profile of
primary care.

Evaluate quality and efficiency based on
treatment outcome of chronic diseases.

Finally in Japan, staring in 2017, the national
accreditation system for 19 medical and surgical
speciality training programs, including family
medicine/general practice, will start.

[ slide 022 ]

I think one of the reasons that the UK has small numbers
of “Not sure,” is because the UK has a very strong
community-based primary care system. Many people grow
up and live with primary care doctors and general

practitioners. People are aware of its importance.

So, what should we do in Japan? That is what I would like

to discuss with all of you.

Thank you.

Primary care

e Fundamental pillar of the UK National Health Service.
The UK has a strong system for training GPs (general
practitioners/family doctors) as key players to provide
continuous, comprehensive, person-centered care in
the community.

e InJapan, there still exists a strong voice that no formal
training in primary care is necessary and primary care
should be provided by each specialist. Many Japanese
believe that quality of patient care is much better if
patients see several specialists rather than one primary
care doctor.
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[ slide 001 ]

Ladies and gentlemen and organizing universities, thank
you very much for inviting me here. I am honored. I
appreciate this chance to share our experiences. A few
words first about the approach I am going to take. I am
working at an engineering school. I am not an engineer
myself — my academic background is in social sciences —
but I spent several years in Japan in the 1980s, as a foreign
student, and I did my PhD on quality management in
Japanese industry. That took me to a career in industrial

management.

A' International Symposium on Integration and Coordination of
il Long-term Care for the Elderly
Tokyo 28.9.2014
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The Service Integrator Model for Home Care

Paul Lillrank
Professor
Department of Industrial Engineering and Management
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Chairman of the Board
Nordic Healthcare Group, Co.Ltd.
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Avain palveluihin

The academic field which I now represent is healthcare operations management. It is a rather new, small field, but it is
rapidly growing. You could think of it as management people looking at healthcare as if it were any industrial service, and
trying to apply what is applicable from what we have learned from other industries in this world. So, it is not exactly the
same as when doctors at medical school start to study management. In Europe, that is called Management in Medicine,
which is another discipline. Management in Medicine is more concerned about clinical leadership and decision-making,
while Healthcare Operations Management leaves the clinical side to the medical profession. We are only interested in

service production systems, and how to design systems, and how to improve them. That is what we do.

The presentation here, the Kotitori example, can be thought of as an example of service engineering. Use capital for names
of scientific disciplines: Healthcare Operations Management, we cannot build hospitals in a laboratory. Engineering
schools typically do not have their own experimental hospitals. We need to work with existing organizations — hospitals
that are there or municipalities or whoever. In that sense, every service design is a collaborative effort with somebody else.

We try to add some perspective, and some expertise in these kind of exercises.



[ slide 002 ]

Kotitori is a service design. The word “kotitori” means
home — koti means home, and tori means marketplace or | KOTITORI PUBLICATIONS

market square. Basically, Kotitori is a marketplace where

one goes to shop for health or welfare related services public and private
vices: the Kotitori

Finland

which are used at home. There has been some articles about
the Kotitori experience already. I assume some of you have
read, in particular the OECD paper. I am not going to

repeat what has been said in those. Instead, I will take a

little bit of a different perspective that comes from another ' : Q
article which is also management related. Let me explain

this a bit.

For some time, I have been interested what is known as frugal innovations. This means innovations that dramatically
reduce the production cost of something. For that purpose, developing countries are extremely interesting. In my case, I
have frequently been to India because they do not have the resources but they have the needs, and they are increasingly
aware of the availabilities that modern technology and medicine can bring. So they have a situation where they try to
achieve as much as possible with very little funding. The background is very different from the rich countries. That is why

there is an incentive and a pressure in developing countries to develop frugal solutions.

[ slide 003 ]

Several years ago, my students did some research about

Al I R . outsourcing business services in India, in particular, the

The service machine as a service . .
© operation framework famous call center business. We did research on

Faul Lillrank s

outsourcing — in particular cross-border, long-distance

outsourcing — which highlights many of the problems that

we have in the public/private partnership situations, there

are a lot of players that do different things in which they

specialize, but somehow you need to integrate them into a

whole.

olbboerd. el 0 8 relt
el diflremces sy I

Now, think of this from an engineering perspective. It is

exactly the same as machine design. That is how we came to this concept of the service machine. The services are like

machines.

An example of a machine is a laptop computer. It has a number of different specific functionalities and technologies. For
example, a display, a keyboard, a processor, memory, electric systems and so on. All these are necessary to have the
integrated thing called a laptop computer. The various functions and modules have to be integrated into a frame. They
have to be integrated in a frame. In the same way, a service machine can be seen as a frame, where various service
providers, financiers, regulators, and customers have to be integrated into. With physical products, you put the frame

together by using metals and fasteners and wires. In service machines, you put the things together with contracts.



You keep them running by incentives. Of course, it is obvious that contracts are not as solid as a metal connector.
Contracts can be broken, and there can be various moral hazards. Contracts can deteriorate. Also, in that sense, systems
can be misaligned or mis-constructed. So in that sense, a service machine is not hard or solid. Nevertheless, you can think

of it as a machine.

[ slide 004 ]
Coming from this kind of thinking, we looked into the
sourcing as an attempt to put together a service machine. | Al SOURCING IS APROFESSION
SOHrCing is an ianeaSingly SOPhiSticated area of With large manufacturers the cost of sourced components and services can be
up to 90% of the value of production.
management. Big manufacturing companies, for example ~>Sourcing requires specific competence
. . Strategic sourcing:
Toyota, buy 90% of all components that go into their cars. Make-or-buy -descisions: contract governance
-Development of partnership, co-evolution, co-specialization
That means that the person who sits on 90% of the cash prgeoenice Level Agreements (SLA) fevenue models
. . . . -Evaluation of performance against SLA
flow is a the big boss. He requires a high level of “Total cost of ownership, price, terms of trade
-Quality and improvement
professional knowledge. The same is also true for services. Purchasing

-Daily routines

Vendor Management Organization (VMO)
- Internal or external organisation or team to prepare and manage sourcing.

What we then discovered was a Vendor Management

© Paul Lilrank 2014

Organization (VMO). That means that the company, or the

government, or any of the principals can also outsource the outsourcing. They can leave the management of the
outsourcing to a professional organization, a VMO that can get deep professional understanding about how to manage the

service machines as networks or many different suppliers.

While we were playing around at the university with these kinds of thoughts, and explored how it might be turned into a
business, people at the city of Tampere were wrestlig with similar problems. They were exploring how they could manage
their network of service suppliers that they use for long-term home care for the elderly. It was a sort of lucky break that

two lines of thoughts came together and reinforced each other.

[ slide 005 ]

In this respect, the Kotitori logic is pretty simple. Finland

_&L KOTITORI — THE LOGIC has had a problem with a very high level of

institutionalized care for the elderly. We have about 28 000

1. High cost of institutional care - Home care

2. Municipal service production is costly - Use private providers beds now, Whlle Sweden Wthh haS double the population

3. Using one large service corporation include risk of rent seeking through : : :
local monopoly > Employ several small local providers of Finland, has about 3 000. There are a lot of historical

4. Public-private contracting requires cumbersome competitive tenders reasons why this is so, but institutional care, keeping
-> Use a service integrator as a Vendor Management Organization (VMO)

patients lying in a bed the last one or two years of their life,

Service provider

% -
" Kotitori : . . :
pm‘/, pm‘/‘ e But, it takes a while to dismantle a large capacity of beds.

contract contract contract

is extremely costly, and it means that they have a very poor

quality of life. So the government wants to get rid of this.

© Paul Lilrank 2014

So, the most important policy measure is to go from

institutionalized care to home care.



But then comes the next question. Home care, if operated or managed by the city, tends to be expensive because you have
to deal with civil servants. Solution to that is to outsource, and use private providers. However, from that follows the
problem of who these private providers will be. There are a number of big, international stock-listed providers in the
Nordic countries, mostly from Sweden, but they are frequently perceived as dangerous. For example, if a city makes a
contract with one big service provider, then the provider may use its local monopoly position to ask for increase in prices.
These kinds of things have happened in smaller cities in Sweden, and the municipal managers were not amused. So, the
thinking is that there should be a lot of small, local service providers. The politically correct service provider would be a
very small company, established by an experienced old nurse, with a couple of colleagues, who would take over a block or

flats or a part of the city, and they would run the business there and take good care of their clients.

In Finland there is a law about public procurement which says that if a government or a city wants to buy a service or
product from a private provider, they have to go through an open tendering process, so that every potential provider can
participate in the bidding. It follows that if the City of Tampere wants to use a small nurse-led company, they would have
to do 150 tendering processes that are bureaucratic and complicated. Many of them are challenged in court and delayed, so
it is a bureaucratic nightmare. Then simply, use a VMO. The City makes one contract with one private company — the
integrator — and there is no law regulating private-private contracts. If you use your own money, you can buy whatever you
like from whoever you like, and it is none of the government’s business. It is this private-private contract that makes the

whole thing possible. It is an administrative solution to an administrative problem.

[ slide 006 & 007 ]
Tampere is one of the three major cities in Finland. Kotitori activity started there in 2009. This is their advertisement

sheet, this is what they promised to do.

A' THE LOCATION A' THE INTEGRATOR'’S SERVICE PROPOSITION

Sombaih : ) )
+ One-point-shopping for all
services
- « Services at right ime in right

i place
oy ; - Private services made available

+ Competition between service

providers

- Clear senvice level agreements

* Mutal learning betureen pudlic
and private, domestic an
overseas providers.

United Kingdom b
—— e e - Synergies between providers
- Py o 5 A » ~ Transfer of best practices
[xad ~ o 4 S between providers
5 N + Individualized deals between

« The City arranges only one
competitive bidding for the:
Integrator.

*+ Less transaction costs

« Increases privately purchased
services

roducer and integrator enables
. “ lower price
S 5T Germany y - i
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[ slide 008 ]

If you look now at the administrative structure from an
evolutionary point of view, we can say that the first starting
position is an in-house production, meaning that the city is
producing services using its own organization, with its own
employees. Here the city manages the producing
organization through administrative power. However, it is
not very strong power because the people who work for
public administration are civil servants, they are strongly
unionized, so you cannot boss them around. Simply, in
Finland many outsourcings happen because the

administrative power of the principal over the producer is

THE EVOLUTION OF OUTSOURCING

A!

1. In-House Production 2. Oursourcing

Aministrative fiat
Contract
nd Y/
Principal |1 Producer Use

nd
Producer(s) Use
.

Principal
- T

3. Outsourcing with VMO 4. VMO as Integrator

Contract
- Contract
Contract(s)

Principal
L Producer(s)

Principal

Outcome
monitoring
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not working. It is easier to manage a contract than part of the city administration.

Contracts can be written in different ways. If a contract is broken, then you can just throw it out, and bring in somebody

else. However, if a civil servant is not working hard enough, there is no way you can fire them. These are the

governance-based outsourcing cases.

Then, if the number of your producers gets very large, there is a case for having a VMO, either as an external specialist or

an internal special unit which is managing the producers. Here we have examples of contractual relationships. And then,

production is here.

[ slide 009 ]

THE KOTITORI MODEL

A!

City as
Producer

igible fo :
Contract 0 cabret;;‘ald ! Voucher Lear d
= N Y the / benchmarking
\
Case Care
V‘ Principal Manager | o S——4
eligible for

Productivity
improvement

care paid

5

Private
Producer(s)

Out-of-Pocket
payment with tax
subsidies
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that come to Kotitori.

Now, the fourth step, Kotitori, means that the VMO also
takes over the job of integrating the end user interface.
Kotitori has an office, webpage and phone number
where people who think they need these services can go
and get advice, the City of Tampere has its own policies
about which elderly people can get services, paid wholly
by the City. There are a number of criteria based on
medical condition and income. So if you are poor and
very sick, the city will take care of you — if you are rich
and a little bit weak in your legs then you are asked to

pay for yourself. So, there are two groups of end users

Those who are under the care of the City can be moved to the City production, or they can be given a voucher

that they can use to buy the service from Kotitori, or the producing organization, which I will explain in a

moment. Those who are not eligible for direct support from the City can go to Kotitori in order to find a

private service provider who suits their needs best. Kotitori manages these producers. Kotitori has an added

function in the contract that says that the City of Tampere wants Kotitori and its producers to serve as a
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benchmark, as a leverage to improve productivity in the City’s own production. It is interesting that the City of
Tampere explicitly wanted this function in the Kotitori model. The wanted to kick their own staff in the

behinds.

[ slide 010 ]

A few numbers from last year. 12% of those who

W Kotitori Guidance to Diferent Services,
2013

approached Kotitori were advised that they needed no

services, 27% went for a public service, 13% for public and
. . . B No service needed
private, 20% for private, 11% for voluntary services, and
M Public service

then 17% of all customers were advised to continue the way

M Public and private
they had been up till now.
M Private

u Other / voluntary

m No changes (old
customers)

I TAMPEREEN KAUPUNKI
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[ slide 011 & 012 ]

Kotitori is managed by a joint venture between two companies on an assignment. The set-up is that the City of
Tampere has the overall responsibility according to law about providing care to elderly people. The City also sets the
criteria of who gets paid for what kind of service. The City has the final say in the care plans that then determines
the service level that it is given. The City also has its own production, there is a company called Mawell Care, which
produces some services and the IT system. It is the lead contractor in this consortium. It has its own boots on the
ground, so to speak, and experiments to develop new more effective methods. It gives advice and support to patients
and their families. Then, there is the Nordic Healthcare Group — where I am the chairman — a consulting company
that provides administrative and improvement support NHG provides only analysis, administration and advisory
services, the company does not touch patients. We manage the whole tendering and bidding, and contracting process
within Kotitori and subcontractors. We monitor quality, and then do consulting services for the City of Tampere’s
own production. There are 15 service producers of various size that are sub-contractors to Kotitori joint venture.
They are the core group of service providers. They typically get paid through the voucher system. Then, there are
about 100 providers of other services that are fully private and paid out of the pocket. This network is managed so
that the customers can approach it through one channel. In other words, these are rather small companies that do, for

example, catering service, or hairdressing for old ladies. Kotitori is there as a sales and marketing channel for them.

Now the question is whether this is a good idea or not? Should anybody else pick up this model and
develop it? This takes us to the question of performance measurement. Performance measurement in
healthcare gives us problems, as we have already heard today. In healthcare operations management,
we want to design services, and how do we know which are better if we do not have good measures
of performance. Performance measurement is a “known unknown” kind of problem that needs to be

solved. By and large, we can say that performance measurement should start from health policies,



from which follows goals — for example, the goal to reduce institutional care of the elderly and allow people to spend the
last days of their lives in their own homes. From that follows certain finance arrangements to which resources are

required. Then, you have the services that produce outputs.

A! A!
i i « Principal: Contract with the Integrator
City as purchaser Customer & family s e o e vel
i « Setobjectives . Tampere « Formal descisions on care plans
- Approves care pians . .~ Funds part o service *  Purchase private services + Runs own service production
« Financing for publicy funded through one channel
senvice
. . . + Chief service producer
Combine private and 3rd Mawell C: + Advice and support customers and their families
sector services with public dare + Guidance for customers belonging to the Kotitori catchment (Care and service
. services plans + service process coordination)
Kotitori
* Customer advice and . .
e *  Improves quality assurance Nordic Consuiltant, adviser
g . "
B e manage < N « Manages tendering and competitive bidding for services funded by the City,
producer network .U . " are monitors quality
« Develops the city's own ses private initiatives an « Consulting for the City's own service production
sefvice production experiences to improve + Develops and manages the private service network
services produced by the City.
- + 15 service producers of various size produces the services funded by the City
- . (vouchers) as subcontractors to the Integrator.
Service Providers « About 100 providers of privately funded services, paid by customers.
. the City :
meal service; securiy; grocery shopping; cleaning
+ 100+ piivate and 3.1d sector service providers.

SLA= Senvice L quality "

R — e —
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Here are a number of relations that can be used as
performance measures. The first and fundamental one is A! PERFORMANCE MEASUREMENT IN HEALTHCARE
technical efficiency, which we can also call productivity. ,
Finance --------- » RESOURCES -~~~ --"--=-=--- 4. Outcome -based
. . | effectiveness
So, how much work is done with regard to a team or % 3. Allocative v !
H effectiveness 2. Economic |
. P . . . :::-;ys efficiency OUTCOME
individual. What is the pace they can achieve per day. This o - costutputunit e eppens 0.2
H « life cycle cost
can be formalized as the capacity utilization rate — how GOALS = PRODUCTIONE=> OUTPUT :> NN
. . . . . ; What is done @ What patients /
much of their available capacity is used productively to to a patient consients
serve the patients. This is reasonably easily calculated. It is - L Technical
Health Efficiency / Productivity
policies « outputs (volume) per production unit
a rigorous measure, but it is not necessarily relevant. Then, e oy e

we have economic efficiency. If you know the amount of
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time spent on service production, and the cost of labor, then

you can calculate the economic efficiency. What is the cost per one visit or one output? If you want to be more
sophisticated you can look at the costs over a persons life-cycle. The third is the question of allocative efficiency. Where
are the resources located? From this follows the question: What kind of varieties of services can you give? What is the

access, or travel distance? This is the easy part. It follows the measures that can be used in manufacturing.

The weak part, however, is the measurement of outputs. Output means simply what is done to a patient. For example, a
nurse visits an old person. An old person spends a day in the hospital. There is a surgical operation. There is something
concrete that is done — one unit of service activity. In a car plant you can think that the more cars produced the better — the
more cars we can sell the better. In healthcare this is not true. You cannot say that maximizing the volume of output will
be a health policy objective. The health policy objective is health. If the output contributes to health then it is good, but if it
has no contribution it is muda, as you say in Japanese. But in the worst case, it can be harmful. In healthcare,
unfortunately, there are a lot of outputs that are directly harmful to the patient, to a negative value. So that is why the
output cannot be the real anchor of the performance measurement in healthcare. It needs to be measured, but it cannot be

the only thing.



The other thing is what is called outcomes. We can define outcomes as what happens to a patient — what is the patient’ s
medical condition or quality of life after some treatment has been done. The problem with outcomes is that you can
measure the health status of any person at any point of time, but the question is how do you assign the possible causes of
this? Was it because there was some output or intervention? Was it a coincidence? Or was it because the patient fell in love
and got invigorated? From the perspective of the medical sciences, is the logical flow from the output to the outcome is
sometimes very random. There can be a number of non-medical, non-clinical things. There is not a one-to-one relationship

here.

Finally, we have what are called subjective value — the perceived value of the whole thing. From a health policy

perspective the fundamental thing is to create health value.

The performance measurement issue is complicated. We are working very hard on it, but I have not yet seen anything that

would be the silver-bullet solution.

[ slide 014 ]

In Kotitori, we have been playing around with a number of

possible indicators. Accessibility is one factor. How easy is Al HOME CARE PERFORMANCE METRIC

it to access a service? Then, there are the productivity

issues. As funny as it sounds, personnel sick leaves are an SO e
. . . . . . Access _ ~ Productivity Outcomes
important indicator. In typical home care operation in e ey iy
“Visits/ customer, average duration utilization / direct care time % of *Customers’ referrals to specialists
. +Hours/ costomer correlation with total time ) ) *Customer visits to outpatient care
Finland, about 20% of the staff are absent on any one day — EEE PO | S R

+Cases of death

one in five. That is not only related to the health situation of

the social workers, it has to do with the work environment. @S i 10 Ssonait @i
per area/ service type per customer

Perhaps, the most important productivity measure is the

direct caregiver’s capacity utilization: the direct care time

as a percent of the total labor time. We call that capacity

utilization rate. Typically, that tends to be rather low. In most big cities in Finland, it is something like 40-45%, and private
providers have about 70%. There are very few service production instances where you can get 100% capacity utilization,
because people need to go to the toilet, and take breaks. Even in high intensity places like call centers, they say the best

utilization rate is 75-85%.



[ slide 015 ]

Then there is a funny little detail — the question of the

morning rush in relation to the rest of the day. Here is an JAIUSE OF HOME CARE CAPACITY PER HOUR OF THE
e DAY
interesting picture that was very astonishing. This was done

BBack-Office Time ~ OEstimated Transit  WFront-Office Time.

by one of our doctoral students, Johan Groop. It started the Caregiver Capacity

home care the homecare production in a city near Helsinki.
The starting problem was that this city was complaining
that they didn’t have enough resources, and their nurses are

extremely busy — they are burning out. They had problems

in managing the labor, and there was continuous political s 9 0 omomowouos ok oy w2 o2

Hour of the Day

2012 Johan Groop Theory of Constraints in Field Service: Factors Limiting Productivity in Home Care Operations.

pressure fOr more resources, more peOple, JOhan GI‘OOP Doctoral Dissertations 47/2012. Available at: hitp:/lib.tkk fi/Dis

\\\\\\\\\\\\\\\\\\

went to collect data about the caregiver capacity utilization

by the hour of the day, during an ordinary weekday. This is coming directly from the City’s statistics — it is not an
approximation, it is hard data. The black area in the figure is the time that the caregiver spends with the patient. The white
are means transportation time. The gray area is back-office or administrative time used for record keeping and meetings,
but with wireless devices this could as well be done at the patient’s home. But, isn’t this funny? When the caregivers say
that they are extremely busy and they are running from one patient to another, from home to home, and no time to take it
easy, they are talking about the hours between 8:00AM and 11:00AM. That is when they are busy. Then, in the afternoon,
they sit in the office and drink tea and chat. Anybody who has worked for the government knows that this is what

frequently happens.

Now, why is this happening? Johan Groop, and this is a very good doctoral dissertation — you can download it if you want
— found that there is a fault in logic. You are working as a home helper. First of all, you go to the office every morning, and
see the list of patients you must visit. So, you pick the patients that live in the same building, or very close to each other
first, to reduce the travel time — the distances in Finland are much greater than in Japan, because of low population
density. But every patient has the same needs. You have elderly people who absolutely need somebody to come in the
morning, because they cannot get out of bed by themselves. Then there are people who need somebody to come once a
week to look after their medication. So if you try to minimize the travel time, you end up having critical and non-critical
clients served during the morning rush time. Of course, this is crazy. It takes a doctor from an engineering school with a

lot of data to show this to the people, because they were not aware of this situation. This is the power of data.
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The performance measurement for Kotitori is not a good as

it could be. It is still under construction. Here are some Al KOTITORI PERFORMANCE {2012)

numbers that we know so far. Within the Kotitori

| |

catchment in 2012, there were 360 patients. The total cost ot to ey W | | oo ot 7€ e
was 3.2 million Euros, and the integrator took a fee of 0.9 — o ‘” e e
million Euros. What we start to see here is when we Onmm G P D:
compare the cost per patient over 75 years old, the Kotitori e
average cost was 1287 Euros, while the City production was B
significantly higher. In this data, we do not see the _— -
normalization of the severity of the patients, but we know om0t 2012 e e o s s

from other sources that Kotitori patients tend to be slightly

more severe than the average. They are not the easy ones. Then, interestingly and quite obviously, the case management is
a lot higher for the Kotitori customers than for the City customers. But that stands to reason. The whole idea of Kotitori is
to spend sufficient amount of time in the case management, and getting the right patients on the right track, and getting

the right service set up for them.

The outcome effectiveness measures that we have been discussing are proxy measures, such as how many of the Kotitori
patients are moved to institutional care. If a patient needs to be moved to hospital or institutional care, it means that
somehow the home care has failed, unless there are obvious medical reasons. On average the more you have movements to
institutional care, the more you can see that the home care system is not succeeding in its objective to keep people healthy
at home until the end of their life. Kotitori is performing there better than the City. Kotitori patients also have shorter

hospital care.

If you look at the effects on the City side, the City production capacity utilization has improved quite significantly as an
impact of Kotitori, and of the consultants who introduce data about the morning rush and other issues. Then there are the
auxiliary services, for example emergency response to accidents, the cost of which has gone down. So, overall, this is the

first performance measurement of Kotitori, and it looks good.

53 —



[ slide 017 ]

These are some figures put together by our auditor, KPMG.

I just received the figures last week, so I am not quite sure I Kotitori — Estimate of Economic Effects

g
Kotitorin taloudellisten valkutusien arviointi

understand them all. But as you can see this is from the

year 2013, and in the Kotitori catchment area the number of

. . . . Kotitori Customer guidance +01 8%
patients have been increasing dramatically. It was 360 last e e e saw
o Use of specialist care -0,5 8%
year, and now it is 2831. Again, the cost of customer ST g %
Sum MEUR -
. . . . Sum € per +75 Id _
guidance is higher. Regular home care compared to the city Giyor R 33 1%
'lr:y;‘gjys.ls Ic:;jﬁ,i‘lzuk:gl)ixaﬂon rate (direct labor hours / total
of Tampere is still cheaper than Kotitori. Use of specialist it Home caesupprsaies 20092013 o1
Sum MEUR 34

Sum € per +75 year old

care is slightly less, and so on. So there is general

improvement.

T TAMPEREN KAUPUNK

©Paul Lilkank 2014
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On the City of Tampere’s side, there is continuous improvement of the productivity of work. By and large while all of
these exercises are not complete or comprehensive, we have reason to believe that there are positive results. If you want to
sum it up, the Kotitori catchment group, the people who manage through the Kotitori system the cost per patients are
significantly lower than for the comparative group for the City of Tampere. It is clear that the City’s production has been
steadily improving, and the outcome-related proxy measures, less movements to institutional care, lower cost of specialist

care, meaning typically accidents and emergency transport. It looks reasonably good so far. This shows the path of

performance by the City of Tampere production.

SUMMARY OF ACCOMPLISHED BENEFITS

A!

* Cost of service for the Kotitori catchment group is significantly lower per
customer than in City production.
« City production capacity utilization 45 = 50%
* Better outcomes for Kototori, compared to City
— 29% less moves from home to heavy / institutional care
— 30% lower cost for specialist care
— 15% less utilization of inpatient hospital care
— 14% fewer visits to emergency care
* 600 customers per year are directeed to private producers.

%With Kotitori Assistance, City Home Care Productivity Has

e Increased Twenty Percent

Incentive
Teams, " Implemen
L e = e

development

:

\

§

:

s6

Incentive:

Training for
system managers.
implementation

i |

s
Direct labor /| ___
Customer "
senvice hours 50%
as %6 of total g,
hours

Eos BlE

T TAMPEREEN KauPUNE
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To conclude, Kotitori is about service design, and service

engineering. It is a prototype that still needs to be A!  THE USABILITY OF THE SERVICE INTEGRATOR MODEL

developed and kicked around, but I think we can say that

The Service Integrator model applies especially when:
. A . — Custormers already are, or have the risk to become heavy user of services.
the sort of service integrator model is useful, not as a ~ Customer needs help in selecting and coordinating services; and the service bundle includes
several different types of services.
. . . . .o . . — Therei: d t rt and th f privately funded or third sect
universal solution to everything, but in specific situations, icen, | Tror oG CnEOURS T o o prieiely e or et
— There are several service producers; competitive bidding and contracting would imply a
. substantial administrative burden to the City.
partlcularly for customers who are already heavy users of — There is a neet to increase cooperation and mutual learning between private and public
service providers.
Services Of run the rISk Of beCOmlng heaVy users. The Service Integrator model could be expanded from home care to other related
services

— Day care / activities for elderly, short-term hospital care, medical service provided at home,
physiotherapy & rehabilitation;
— Psychiatric care, care for substance abusers

Another line of research we are pursuing is to identify the

— Care for handicapped and vulnerable children.

heavy users among the health and welfare customers. We "

found that 10% of the population consumes about 80% of

the health and welfare costs. I do not know if anybody is astonished. It is quite similar all over the world. This finding has
not got the proper policy response in Finland yet. We have been working on that. If you have a very small group of people
in a city — for example a couple of hundred people — who consume 80% of your health and welfare budget, then isn’t that
a problem? It certainly is a problem. There should be some kind of system to manage this group of people. We also studied
what the particular profile of this type of person is. In most cases you have mental problems, drug abuse problems, three to
six other somatic problems, all in one bundle. The cost comes because these individuals are thrown from one health
service provider to another, so they keep rotating in the system without anybody taking a control over them. For this

reason, the costs keep accumulating.

Now, if there are people like this, or people who run the risk of falling into this category, then some sort of integrated
system that catches them and manages their care is important. It is also good for anybody who need two or more types of
services, because it is easier to shop around for services from different channels. In the case that there is a reason for the
government or the city to encourage people to use private services and pay with their own money. Many people can afford
that and willingly pay. So there is a business case for making it easier. Also, if there is a situation where municipal service
providers feel that their productivity is lacking compared to the private side, this is an easy way to induce a benchmarking
exercise with continuous improvement. Then, this could be applied to other services too, not only long-term care for the

elderly. There are some experiments in the psychiatry care on substance abusers, and that could use a similar thing.
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This is where we stand today, and think of what needs to be
done next. The performance measurement system is still
one of the weak points. It is an area where the basic
scientific research would be needed to provide better
understanding of how the performance system should be set
up, and how incentives and financial flaws should be
aligned to the performance. Also, I think there needs to be
clarification between integration and coordination.
Integration is making the care plan, so that an individual
gets a care plan where various aspects — mental, economic,

social — are integrated in a core plan for that individual.

AI WHERE FROM HERE?

Performance measurement
« Distinguish output and outcome metrics
+ Better definition and quantification of outcomes — individualization?
« Tie incentives to outcomes.

Clarify the differences between integration and coordination
« Integrated (multi-perspective) care plans
« Coordinated processes.

Develop the service provider networks

+ Administrative support for small entrepreneurs
+ Franchising

©Paul Lilkank 2014

Then, it is coordination of production — to see that the scheduled services happen at the right time.

Finally, I believe there is a lot potential in developing the service provider networks. Many of these companies are small.
They are driven by people who are very motivated by their job but have very poor or non-existent management skills to
run their company. For Kotitori, a possible development venue would be a franchising system — to provide the basic

accounting and tax and personnel management, and things for anybody who would like to do these kinds of services so

they could concentrate on treating their customers well and leave the business management to somebody else.
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“Kotitori ohjaa palvelun luokse.” In Finnish, that means that Kotitori leads you to the right service.

Thank you.

© Paul Lilrank 2014
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KOTITORI SERVICE SOLUTIONS

Appendix

Customer advise and
id

guidance producer network

Create and manage service

s

Home care improvement

Advice about all services
for elderly

Competitive bidding
(whole city)

[

outcome effectiveness

Measure productivity and ]

Customer guidance and
preparation of care plan

Quality assurance

(for

Manage improivement

teams

producers’ network

consulting &
development

L Management of private

|
|
:

|
§

Information technology ]

A!

Medication

City internal
benchmarking

Resourcing

Monitoring and
reporting

© Paul Lilrank 2014

+ Medication consumes a lot of staff time

+ Manual administration often leads to
quality issues.

« Compounded effects of medication not
followed.

- Large differences between areas and
teams

- Difficult to identyfy best practices due to
incompatible data

* Inbalaces between areas

«Direct labor time not reported

« Staff plan and monitor work shifts
themselves

- Current reporting system gives litle
information about resources, capacity
utilization, and allocation.

KOTITORI CONTRIBUTES TO IMPROVEMENT
Appendi

aren [ chautences

« Comprehensice evaluation of medication
« Automatc dosage (dosett)

« Productivity comparisons between areas
and teams

« Best practice description, analysis and
dissemination

« Measurement and follow-up of work hours
« Rsource allocation between aReas
« Resourcing models per team

- Develop reporting system for teamleaders
and staff, focus on productivity and
outcomes.

A!

©Paul Lirank 2014

WHAT IS A WELL-FUNCTIONING MARKET?

+ Customers’ emotional response - are they satisfied?

+ Expectations - exaeriences

« Care s co-production: customers have thei responsibilties
+ Customers’ behavioral response — will they stay with us?

+ “Repurchase with premiu s the ulimate proo of customer satsfaction”

« Variety of available services

« Does supply variely meet demand variety?
« Is demand and supply in balance?

« Capacity utization? Queues?
« Are pirces and profits reasonable?

« High proft

Low profit: improvement

* Is the market liquid?
« Enough buyers and sellers. Flexibilty

« Are customers sufficiently informed and capable to choose?
« Availabilty of comparative information?

+ Regionality
« Suffcient regional coverage?
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Session 2, Discussion:

Kotitori: Discussion of Prof. Lillrank’s presentation &
Relevance to the Japanese system

Hiroshima University

Professor Michiko Moriyama

Seijo University

Professor leOYUkl KawaguChi
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Prof. Hiroyuki Kawaguchi: Last year, I visited the Aalto
University, and had a chat with Professor Lillrank. I was
very surprised because the concept of Kotitori is quite
interesting for Japan. For this discussion, I will just do the
introduction part, and then Professor Moriyama will take

the important part.

[ slide 002 ]

Discussion of Dr. Lillrank’s presentation
&
Relevance to the Japanese System

-‘. \:‘? e *
PR ..o

September 28 2014

Uy

Michiko Moriyama, RN, Ph.D (Hiroshima University)
Hiroyuki Kawaguchi, Ph.D (Seijo University)

Outline

I . Characteristics of the KOTITORI Model

Il . Population Health Management (Super
Care Management/Advanced Care
Management) Model at Osaki-Kamishima

IT. Disease Management Model at Kure City

IV. Future implementation in Japanese
Healthcare Policy

DM = Population-based management (resource allocation based on cost
effectiveness)

CM = Individual-based management from the view point of DM, achieving the CM
target is the key to success
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From the Professor Lillrank’s presentation, we would like
to discuss in four parts. The first part is our interpretation
of the Kotitori model — if you have a different perspective,
the consequence from the presentation would be different.
In the second and third parts, Professor Moriyama will
present very detailed information about the two new care
models in Japan. After that, in the last part, I would like to
sum up several implications for the Japanese healthcare

policy.



[ slide 003 & 004 ]

We are very impressed in the Kotitori model as “service integrator model”. Professor Lillrank said they are “outsourcing
the outsourcers.” There would be two outstanding points. The first point is that it is free from the conflict of interest
between service providers and argent of service purchasers. The second point is that they have very strong care
management as a team. The teams include practicing nurses and social workers. In addition, there is observation data

about both cost containment and improved productivity.

I . Characteristics of the KOTITORI model

+ Private and independent positioned home care
management system described as a “Service Integrator

Model”
L. + Free from conflict of interest between service providers
I . Characteristics of and service purchasers
. . 4+ One stop shopping function for end users (residents)
the KOTITORI model in Finland + Advantage of being able to mutually select & contract with

best care providers from a variety of providers

4+ Strengthened care management/competency ensured by
working as a team composed of both nursing & social
work

4+ Focused on quality improvement/control & data utilization
% Guaranteed accountability to the community (residents)
4+ Need for IT and systems to collect data

4+ Cost containment & improved productivity in home care
3 4

[ slide 005 ]

As first point, when we see the Japanese Healthcare system

Consensus regarding issues in the Japanese

in the context of the Kotitori model, we may find the
Healthcare system

“double agents problem” in case of Japan. This is because + Care managers are not independent from care providers
(care managers work for the care providers)

we have care managers and they are supposed to be an v Potential problem of “double agent” exists

v 1t Principal (residents) — Agent (care manager)
agent of the long term care users. Simultaneously, they may v~ 2" Principal (service provider) — Agent (care manager)

) ) + Service selection bias may exist — providing services

be an agent of the service provider because they tend to from within an organization

+ Supplier induced demand may exist — Services are
belong to the service provider. So, there would be some provided for the economic benefit of the provider

%+ Lack of accountability to explain the necessity of
services provided to customers & lack of quality
improvement cycle (PDCA)

%+ Quality differences between RN (nurse) care managers

conflict of interest between an argent for user and an argent

for service provider as the same care manager. and non-RN care managers
+ Care planning without disease management, especially
after discharge from hospital, if CM is non-RN 5

As the second part, there are actually two kinds of care

managers who specialty is nurse and is social worker in Japan. There is a little evidence that there is difference of
assessment or difference of care plans in terms of their specialties. Before we talk about policy implication from the

Kotitori model, let’s check two Japanese cases that have innovative aspects.
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Prof. Michiko Moriyama: Hello, this is Michiko Moriyama.
I am a nurse. First, I believe that primary care system is
important, and is needed to be introduced in Japan.
Advanced case management, which I am going to talk, is
effective if it is practiced in primary care system. However,
we don’t have primary care system. That is why, I, as a
nurse, started a disease management/care management
company by myself to compensate service deficit, as a
venture business. Our clients are insurance organizations
under the national healthcare insurance system. Right now,

we provide our services to more than fifty insurance

II. The Integrated Care Management Model
based on the Concept of Population-Based Health
Management at Osaki-Kamishima

-Super Care Manager Model-
(Advanced Care Management)

organizations, from Hokkaido to Okinawa. This is one of the models — we call it the Super Care Manager Model.

[ slide 007 ]

Overview of Osaki-Kamishima

Hiroshima VT -
Prefecture Ny N B

Aremote island designated by law

Population 8,200 (40% decrease from 1985)
- aged 65 and over: 3,616 (42.8%)

Total deaths: 165 (2012) Medical facilities ~ 53.1%
Nursing homes 15.8%
Home 7.9%
5 Medical clinics
1 Home visit nurses station
1 Home help service station
1 Integrated Care Management Center + 3 Care Management Centers

[ slide 008 & 009 ]
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This is a remote island designated by law. The population is
8,200. The elderly population is over 40%. Total number of
deaths is 165 in 2012. Then, these figures are the
characteristics of Japan. Even on this small island, there are
five medical clinics. The biggest strength of this island is
that there are no hospitals. Therefore, we had a chance to
develop a new model based on the concepts of primary

health care and population health management.



I am going to introduce this model. This Super Care Management Model is based on this concept of population health
management. This is the one. First, we analyze all health data — for example health checkup data. In Japan, annual health
checkup is mandated, however, only 20% of residents take this. We also use and analyze medical claim data, and referral
from family physicians of this island. So, we can analyze all kinds of health data, and based on this analysis, we stratify
and categorize all residents into these categories. Then, in terms of cost effectiveness, we provide integrated care from

end-of-life care to health promotion.

Application of the concept of Population Health Management

All community residents

Cost & Quality Control by
Municipal Government
(Health Insurer)

II. Super Care Management Model et Credcan Dot

+ All residents approached by Population Health Management Medical Claims Data

. . Refe | fi Family Physici
+ Analyze health check-up data (metabolic screening exam) clerra Tom Famfy Pysiclans
and medical claims data, plus physicians’ referral

=> residents stratified into 4 health risk groups Stratification by health risks

. _af.l i " . Tr it it Hi; h .
+ Super (advanced) care management to 1t level (highest) and Endcgﬁellfe mr:zh:f;fnr; of Diseases  Ricks  LOWRISks  Healthy ‘

2nd level population groups —— —
+ Disease management to 3" level group M lof Deterioration! Promotion.
%+ Advanced Care Management: based on medical claims data - =
frequent hospitalization, high (top level) medical costs, S e Disease Management Approach to
unnecessary hospitalization, complicated healthcare needs & Coordination reduce health risks
Super Care Manager’s function & quality

— : End-of-life care Prevention of Deterioration to High-level Care
= Advanced Practice Nur§§ + Advanced Case Manager Disease Prevention Programs
+ Public Health Nurses at Municipal Government collaborate Prevention of Social isolation — Network Building

with outsourced nurses

Chronic Care Disease Management Programs

[ slide 010 ]

This is the Osaki Kamishima Island care system we are developing and providing services right now. The top part is the

high-risk residents — who need end of life care. Majority of

Fostering Caring Partners

elderly people here live alone and their children left to big Integrated
Integrated Care Conference

Community Care
System

cities such as Tokyo and Osaka. Under the national Advance Care Planning

Advance Directive

long-term care insurance system in Japan, all kinds of Fostering Super Cre Telenursing &
anagers Medical Telemonitoring
_ 3 1 . = Advanced Social Comrgunity R . X
long-term care services are prepared and provided; - Monitoring continuous

(Comprehensive & Advanced:
Care Managemen

ohservation)

however, aging population living alone is bigger than the

Disease SelA\Vlanagement
Management Educatjon Programs

amount of those healthcare services. Therefore, we decided

to foster informal service providers called a care partner

Health Promotion
& Disease Prevention

we needed to prepare informal services for dying people - (Metabolic Screening Test
& Health Education)

under the municipality government's leadership, especially

who stay with them and support them at home if we want

to promote death at home. To promote death-at-home, we started the integrated care conferences for dying patients
periodically with all healthcare providers in the island--physicians, home health nurses, home helpers, care managers, and
so forth. Advanced care planning including advanced directives is also needed to promote death at home. Advanced
directive is not legislated by law in Japan; therefore, we need to educate community people to understand and prepare,

write advanced directives. So we provide educational classes in the community, and then help them to write advanced

directives.



This is the ending notebook we designed. This workbook includes a life history part, living wills and advanced directives.

This is the second level of health risks who requires medical, vital-signs monitoring such as blood pressure, pulse, weight.
Nurses monitor and provide telenursing disease management services from outside of this island. This includes advanced
case management services by advanced practice nurses. Because of fee-for-service and free access in. Japan, people stay
longer in a hospital, repeat hospitalization, are provided over amount of medical services, but patients receive less disease
education of a disease management and not high level care management. That is why we analyze claim data from
hospitals, and then we find and select target population who spend high amount of medical services and medical cost.
After finding the person, we visit the patient and provide health and resource assessments and provide advanced case
management plus telenursing, since we think disease management is the center of case management of the care-needy
elderly people. An elderly who needs care usually have a complicated health care needs and many complications. So, we
believe disease management is the core of case management. Therefore, we foster so-called "super care managers" — which

means advanced social community nurses or advanced case manager.

The third level of health risk is categorized as disease management. To this target population, we provide many kinds of
chronic care disease management, such as diabetes, CKD, stroke, hypertension, hyperlipidemia, CHF, ischemic heart
diseases, and so on. Now we are developing disease management program for depression as well since occurrence of

depression in the elderly population is high, and it is the one of the causes of elderly death.

The bottom level is health promotion and disease prevention. This part is provided by the municipal public health nurses.
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To develop this community integrated care system,

Project Framework hronic Care Management Center

collaborating with the public long-term care system, we
Medical Assoc. —| Promotion Committee ‘ Advanced Care Management/

. . . . .. H . uality Management (Health
organized this committee with municipal government and ServiceliFovidets W oycource Sma l\)lllonilori?lg)/ {

. . . . . Municipal Gov. Disease Management
stakeholders in this community. Then described this future Analysis of Health Data Support Collaboration

/—\ Stratification Between Family Physicians &
Com. Care Center Specialists

framework of this community.

Municipal Gov. \
‘ s ‘ ; Nurses

Isolation Prevention Network PraViding Programgs”

)
Community networks B // l
Residents

Family Physicians

Health Monitoring ' ©
Integrated Community Dying at honfe e
Care Center

Community Medical
i Pathways (ngtworking)

2T
‘e'u :;,{n a|
Q .\‘ ===71| Wl
% EI-S . 1 = Hospitals &
Community Rehabilitation SPECia_“StS
Nursing Homes/Long-term Care off the island

Introduction of Advance Care Planning to Communities
II. Super Care Management Model

Municipal Comml.mity
Common Points in the KOTITORI model and the Super Government » Education
Care Management Model
4+ #1 Independent CM Organization Community

. Announcement
=Real advocate for clients (address double agent risk)*

=Eliminate care plan bias (curbing induced demand)

4+ #2 Advanced Quality (specialized quality: medical
professionals + knowledge of social resources)

=not only referral but also coordination and

Advance
Care

management of allocated services Planning Write AD
=plus advanced assessment (especially DM)
4+ Strength in Japan: Public Health Nurse system Advance
:well-prepared Municipal level long-term care infrastructure Directive

*Blomqvist (1991) “The doctors as double argent” J of HE Life Design Notebook

Including Advance Directive
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This is the third part — disease management by municipal

government under the national health insurance system. =

o

Since we don't have GP system, means no gate keeping

'Au

system, even though patients, such as diabetes patients, visit 1. Disease Management by Municipal

many clinics and hospitals, still their data are not controlled Government National Health Insurance
well, and increasing number of diabetes patients go to . ) )
Health Insurer-Driven Tertiary Prevention

reno-dialysis since chronic disease management and patient - Dialysis prevention program for
patients with diabetic nephropathy

education are poor at clinic and hospital sites. Before,
health insurance organizations, a payer, were not able to

control medical cost. Because of this project, first done in

14
hitp://www.sangeniin.or.jp/

Kure-city, Japanese government has decided that health

insurance organizations in all nation needed to control medical costs on chronic diseases such as diabetes, by providing
disease management programs. This is the tertiary prevention program provided by health insurance organization.
Outsourcing to disease management companies is recommended. This, called Kure city-model, in which Kure city
municipal government and Hiroshima university collaborated and developed the disease management program on

pre-dialysis patients of diabetic nephropathy in order to prevent them going to dialysis.
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This is the dialysis prevention program for patients with diabetic nephropathy. This is a health insurer-provided-disease
management program. This type of disease management has started in US. This is the first one in Japan. In Kure city
about 30% of the population is age over 65. The insured of this National Health Insurance is about 55 000. Out of that
number, 46% are elderly people. In implementing this program, we analyzed their health claim data, selected the target
population who have been diagnosed as diabetic nephrology. Then, we called the patients and received consent to attend
on this program, because in Japanese health insurance system, it is not an opt-out system. It is an opt-in system. This is
why we needed to call all patients to get consent, to all targeted populations, and we say,  Hello, good morning — will you

please participate in this program?” We called every targeted patient. Then, when they said yes, we provided disease

management programs.

Kure City, Hiroshima Prefecture

Hiroshima
Prefecture

L v
4_3?'_5 7

*Population 242,252 (March 2012)
aged over 65: 72,337 (about 30%)

=National Health Insured 55,105 (about 23%)
aged over 65: 25,230 (about 46%)

—Medical expenditure (2012) : 27 billion yen

Dialysis prevention program
-Diabetic nephropathy disease management program-

Kure City

National Health Insurance

Disease Management Company
,:> (DPP Health Partners, Co. Ltd.)

Select insured persons
diagnosed with diabetic
nephropathy
from Medical Claims data

L

Disease Management Nurses

Nui ed self-management skills acquisition
ram (Disease Management Program)
(6 months intervention)

Collaboration with
Primary Physicians
Kure Medical Association

o i

&
Ya

Report

~

@ e @

Insured Person
Agreement to participate

16
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We got good outcomes. It means that obviously the patients who went to dialysis have decreased. The outcome showed
effectiveness of this program from medical view point. However, because every year we can provide this program only to
100-300 patients out of 1000, the number of those who diagnosed as diabetic nephropathy. Therefore, even though we

calculate medical expenditures, we cannot obtain a significant level of medical cost reduction. If we have a primary care

system and if we have a gate keeping system, this program works better and may effectively reduce medical costs.

IT. Disease Management (DM) by Medical
Insurer

& DM intervention significantly decreased the number of
insured persons who required dialysis (Medical effect is significant);
however, the effect on medical expenditure has not been
proven [Cannot conduct completely controlled trials. Intervention in 300 of 1300
(diabetic nephrology; about 20,000 had diabetes)]

» HbAIlc significantly decreased (diabetes improved)

» eGFR (renal function) maintained

»> In the intervention group, no one required dialysis

& Overseas: DM medical effects & cost effectiveness

was examined

Sidorov et al (2002) Diabetes Care

Night et al (2005) The Ame J of Managed Care
Bruin et al (2011) Health Policy

Villagra and Ahmed (2014) Health Affairs

Y V. V V
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[ slide 019 ]

Prof. Hiroyuki Kawaguchi: Now, we showed two case
studies. The first one is the “super care manager model”.
The second one is the “disease management model” by
insurer. Then, we would like to discuss about the Kotitori
model — is there any similarity between the two countries

models?

In terms of advanced care manager models, there are two
similarities. One is the independent care manager
organizations. The KOTITORI model has exclusive care
management team and the team independent from service
providers. The super care manager model have an

independent organization from service providers and it is

specialized organization for care management. So, we would have a cue to start thinking about “double agent problem”. In

the case of the independent care manager organization, we may eliminate the care plan bias, which means the care

IT. Disease Management (DM) by Medical

Insurer
@ Differences between the KOTITORI model and the
Medical Insurer's DM model (Kure model)
@ The KOTIORI model is a model of long-term care

—can be applied to multiple complications & symptoms
in the elderly

—Similar to the Integrated Community Care System in

Japan

—good for LTC & Social Care Collaboration (not acute)
% Kure model = DM Model by the insurer

—Target population is high risk with diagnosed disease

@ —Proper economic incentives for the “insurer” about
cost containment and for “insured” about maintaining

—but competition for patients among doctors under the
fee-for-service payment system (free access ) could be
an obstacle 19

managers tend to put more services in the care plans from their belonging providers than from other providers.

The second similarity is the enhanced quality of both care coordination and care integration. The KOTITORI model has

exclusive care management team including both nurses and social workers. The super care manager model has a kind of

practice community care nurse who is very good at assessment for disease management.
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When we discussed about these two Japanese models in our research group, we find that there is one advantage in
Japanese system because we have a broad public health nurse system — Hokenshi-san in Japanese — who knows where
there are aging populations, or who has disabilities. That is a good infrastructure we can use in terms of improvement of

long term care system in Japan. The super care manager model made good use of this strong point.

We would like to recommend to introduce disease management by public health insurer. The similarity to the Kotitori
model is that enhanced coordination of the care plans as outsourcing from main body to independent third party
organization. However, there are some other aspects as well. The Kotitori model is mainly for the chronic disease models,
so they are integrated with the care service plans. So, it is very similar to the integrated community care system, in

Japanese “Chiki Houkatu Care system”. In Japan, there are now huge discussions about that system.

In the case of the disease management model by health insurer, it is focused on the target population, for example, the
third degree risk residence. The disease management model tries to improve relatively high risk condition. However, one
drawback of the Japanese system is that there is “patient attracting competition” among service providers due to the “free
access” (no limitation to access to care) to the providers. Therefore, providers need to attract these patients for keeping
their operating income to maintain their organizations. Especially, medical institutions have an incentive to interfere from
keeping the relatively high risk residents from medical institution by introducing disease management model by public

health insurer.

[ slide 020 & 021 ]

We would like to conclude our presentation to point out two policy implications for Japanese long term care system. The
first point is “two layer care management system”. We propose the idea of the combination of care manager and advanced
care managers. The regular care manager would be concentrated on making care plans and coordination of services. The
“Advanced care managers” will do the needs assessment and check the suitability of the care plans made by the regular
care managers. The municipal government may outsource the task of advanced care managers to the independent
organizations. Professor Moriyama already established one of independent organization to concentrate on care
management and disease management. So, the two layer care manager system would be very effective to increase the

quality of assessment and care management.

Tﬁf/r‘u!
v

W

Need to Strengthen Functions of the Integrated
Care System in Japan

v Combination of Super Care Management (Advanced CM) +
regular CM

Vinae

Sperad ol Tamdy Nering

Do v Need to discuss preparing Independent (free from conflict of
S interest) Advanced CM Organizations

(1) Municipal Governments outsource Advanced CM to
Independent Organizations

(2) Require Advanced Specialists [have to be in the medical

IV. Future implementation to

Healthcare Policies in Japan (nursing) profession with knowledge of social resources]

v Regular CM may focus on coordination, referral among care
providers, and care management of low risk clients

v Municipal Governments need to activate & collaborate with

Toward Integration of Care in the Settings of

Chronic Stage Medical Care/Long-Term Care social resources in the community
of the Elderly v" Municipalities outsource assessment of needs to Super CM
and outsource Quality Management/Ql to Independent
0 Integrators 2

66 —



[ slide 022 ]

The second point is that we may need to decide clear
positioning of disease management model in the Japanese
long term care system. The Kotitori model in Finland and
the integrated community care system in Japan could
belong to the chronic care model. The Finish health care
system has strict budget constraint because the system is
financed mainly by tax. On the contrary, Japanese long
term care system has weak budget constraint because the
system supported by mixed financing system both tax and
public insurance. Therefore, we need pay more attention to

enhance budget constraint in the long term care system in

Japan. The public health insurer with fine risk adjustment would have proper incentive to perform the disease management
and evaluate their results. Because the insurer has both medical claim data and health check-up data, the insurer has
information for estimation of risk degree for individuals and for evaluation of the outcome of disease management.
Secondly, introduction of disease management could be effective in reducing some expenses. It is not so clear, but maybe
there is some effect. Third, the disease management will improve or maintain the quality of life of the insured. It is made

the insurer possible to provide a good service to the insured. These reasons are why we think the insurer should do some

disease management.

Prof. Michiko Moriyama: I learned that Kotitori model is very interesting, and I want to learn more. I want to collaborate!

Thank you very much.

Discussion on Positioning of the DM & CCM
in the Japanese Health Care System

v Integrated Community Care System is discussed as a
Chronic Care Model (CCM). It will improve quality of delivery
systems

v" Financially, risk of “soft budget” problems may exist
(1) Based on social insurance system with tax-based subsidy

(2) Poor or no risk equalization among social insurers and
consequently ambitious financial risk for insurers

[ (3) Double agent risk of Regular Care Manager ]

v Widespread introduction of DM would contribute to budgetary
control for LTC cost

v" Social insurer with “fine risk adjustment” would have proper
incentive to perform DM and evaluate results by DM

(1) Insurer has information for stratification of risk groups
(2) DM would be effective in reducing expenses 2
(3) DM will improve or maintain QOL of insured
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Session 3, Presentation:

Long-term care in the Netherlands:
Towards managed competition?

Erasmus University Rotterdam  Professor Richard van Kleef

[ slide 001 ]

Thank you so much Prof. Kawaguchi for inviting me to this
great conference. We also had a great conference two years

ago on the interaction between public insurance and private

insurance. Now it is on long-term care. You asked me to
Long-term Care in the Netherlands:

petition?

share with you the experiences that we have with long-term

care in the Netherlands. What I would like to do is not only

to give you an overview of how the long-term care in the !
on “Integration and

Netherlands is organized, but also to give you an idea of the e 2074,
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debate on long-term care in the Netherlands. So, what

should we do with our long-term care systems in the future? e

I think there are many similarities with the problems you

are having in your countries.

At the moment, the main question we are having in the Netherlands is should we have managed competition for long-term
care? As you will see in my presentation, the government already decided it on this issue two weeks ago. A part of the
long-term care in the Netherlands is transferred to the scheme of managed competition that we already have. I will argue

in my presentation that I have serious doubts whether this was a good decision, at least at this moment.



[ slide 002 ]

This is what I will do in my presentation. I will first give
you a very brief overview of the system of health insurance
that we have in the Netherlands. Then I will give a very
short summary of the meaning of managed competition,
and the way we implemented managed competition in 2006
in our healthcare system. Then, I will come to the question:
Given the experiences that we have had with managed
competition in the last § years, since 2006, should we also
apply managed competition to long-term care? If the
answer is no, then what are the alternatives? Are they better

or worse than this idea of managed competition?

Outline

1. Dutch social health insurance scheme in a nutshell
g 2. Managed competition: what has been achieved?
: 3. Managed competition: what has NOT been achieved?
;: 4. Preconditions for Managed competition
; 5.  Managed competition: an appropriate model for LTC?
E 6. What are the alternatives?

Of course, you cannot explain a healthcare system in one week or month or year, so you have to make choices. I have made

the choice to present some key points of our healthcare system on one slide. The major key point is that we in fact have

two schemes for our social health insurance. One is the health insurance you can say for long-term care, and the other one

is for non-long-term care. I define non-long-term care as short-term care in this presentation. I do not think it is the right

terminology, but I hope it is fine for now.

[ slide 003 ]

Dutch social health insurance scheme *

Health Insurance Act (2006) for short-term care (i.e. <1 year)

« Coverage: e.g. primary care, hospital care and pharmaceutical care

« Financing: mandatory insurance for the entire population

«Purchasers of care: insurers that are competing and bear financial risk
«Delivery of care: healthcare providers that are competing

Total costs: almost 40 billion Euro per year (about 6.5% of GDP)

Exceptional Medical Expenses Act (1968) for long-term care (i.e. >1 year)

« Coverage: e.g. elderly care and care for mentally and physically disabled

« Financing: mandatory insurance for the entire population

*Purchasers of care: entities that are NOT competing and bear NO financial risk
«Delivery of care: healthcare providers that are competing

«Total costs: almost 30 billion Euro per year (about 5% of GDP)

S
s

* For details see: Kleef, R.C. van. (2012). "Managed competition in the Dutch health care system:
Preconditions and experiences so far", Public Policy Review, 8: 171-190.

There is one major difference between the scheme that we
have for long-term care and the one that we have for
short-term care. For the short-term care, we have a model
of managed competition. This means that private health
insurers purchase the care for all people who have the basic
health insurance. These health insurers are competing with
each other, and they bear some financial risk. These are
two key points of the managed competition model. So
purchasers of care bear financial risk and are competing.
This is totally different in the scheme for long-term care at

the moment, where we have purchasers of care who have

no financial risk and are not competing. Now, the question or the idea of the government is to transfer this long-term care,

or parts of the long-term care to the system of the regulated or managed competition. If you are interested in the other

details of our healthcare system, you can go to the paper that is at the bottom of this slide. It is in English and Japanese. So,

that was my first paper in Japanese. Thank you for editing, Professor Tajika and Professor Kawaguchi! However, a lot has

changed since then, but I would like to refer to that to save some time for the really interesting things.
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[ slide 004 ]

Just one slide on the long-term care to give you an idea on
how our current long-term care system is working. Assume
that I am a patient or a consumer who is in need of
long-term care. Then, I go to what is called the Care
Assessment Center (CIZ). It is an independent organization
that assess whether I am, or am not in need of long term
care. I think you also have something this in Japan — maybe

there is one in Germany and the Nordic countries as well.
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Current procedures for long term care

Patient’s eligibility for LTC is assessed by an independent
Care Assessment Centre (CI2)

/\

Delivery in kind

Care purchased by
one of 32 regional
purchasing offices
(who are not
competing and bear

Cash benefit

(75% of costs of
“delivery in kind”)

Care purchased by
patient him/herself

. . fi ial risk
Once the care assessment center decides that I am in need no financial risk)

of long-term care, then there are two options. I can get the

care in kind, so the care is delivered in kind to me. Or, I can receive a cash benefit and go to the organization that I want
to go to. I think that about 10% of our current long-term care budget is spend on cash benefits, and 90% is spent on
delivery in kind. What happens with the delivery in kind? We have these administration officers, 32 in total, who are not
competing. They have no financial risk. What they do is purchase the care for me, and I can get the care from the

providers directly.

[ slide 005 ]

What are the bottlenecks with this scheme for long term

Bottlenecks regarding long-term care care? This is a list of the bottlenecks that have been

No incentives for efficiency for purchasers of care (due to

- -y Tor pure discussed in our debates during the past years. So, I did not
NO competition and NO financial risk)

— Incentives for undesirable substitution (e.g. from Health make them up. IJUSt got them from the discussion that we

Insurance Act to Exceptional Medical Expenses Act . . . .
P P ) are having in the Netherlands. The first is that there are no

—  Lack of opportunities for integration and coordination of

long-term care (LTC) and short-term care (STC) financial incentives for efficiency for the purchasers of

~  Different office desks / windows for LTC and STC care. Because these purchasers of care are just

—  Strong dependence on institutional care
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administrative offices, no competition, no financial risk,

—  Health care benefits are not well targeted there is no financial incentive to look at cost containment.

— Increasing utilization due to aging of the population . . . . .
A second point is that we have serious incentives for

undesirable substitution. For instance, with the two
schemes, one for the short term care with competing insurers, and one for the long term care, the insurers have a financial
incentive to transfer healthcare benefits or costs from the short-term to the long-term care scheme, because it will reduce
their cost. This is not possible for all types of short-term care, but of course there is a great area in between — which can be
short-term or long-term care — for which this undesirable substitution is possible. The third point is that there is a lack of
opportunities for integration and coordination of short-term care and long-term care. Also, because of the two very
different schemes, and between the schemes there is a very wide hole, it is difficult to integrate and coordinate the two.
And because of that, there are different windows and offices, and this is not so good for the patients who are in need of
short-term and long-term care. Another point is that in the Netherlands, there is a strong dependence on institutional care,
so if you look at the OECD data, then what we see is that relatively much of the long-term care is provided in the
institutions, which is quite expensive. It has been studied that a lot of this long-term care, which is provided in the

institutions, can be provided outside of the institutions by home care. Then, the healthcare benefits are not well targeted, so
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there is evidence that healthcare benefits are also provided to people who are in fact not really in need of long-term care.
The last point is that the population is aging. That is a common problem that we of course have in all countries. So, these

are some bottlenecks that we have in our country’s long-term care system. And these are the reasons why the Dutch

government is thinking about changing the system.

[ slide 006 ]

What is the political debate about in Holland? I think the
main question is should we, or should we not, transfer the
long-term care, or parts of the long-term care, from the
current scheme, the public scheme, to the scheme of
managed competition, which is now for short-term care? As
I said, it has been decided that in 2015, the district nursing
(I am not sure if this is the right term — maybe it is home
care? It is care delivered at homes by nurse practitioners.)
will be transferred to the national Health Insurance Act
already. Later, I will argue that at this time, that may not be

a very good decision. A crucial question, however, before

Dutch policy / political debate on LTC

Yes/no transfer of (elements of) LTC to the Health
Insurance Act (i.e. to the Managed competition regime)?

Per 2015 district nursing (4 billion Euro) will be
transferred to the Health Insurance Act already.

agement

A crucial question however is: “Is Managed competition
an appropriate model for LTC?”
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you can decide whether or not you should go this direction, is whether the managed competition model is appropriate in

theory with regard to long-term care. It may be an appropriate model for short-term care, but that does not necessarily

mean it is also appropriate for long-term care.

[ slide 007 ]

Managed competition

Consumers have a periodic choice among health
insurers - competition among health insurers

Insurers may selectively contract with providers
- competition among providers of care

Government establishes certain rules to
guarantee public objectives (e.g. universal
access to healthcare, risk solidarity and income
solidarity) = not a free market
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This is a very brief summary on one slide about what
managed competition is. It was also described in the 2012
paper, and many other papers. It means that the consumers
have a periodic choice of insurer, which leads to
competition among the insures because they need to do
what is best for their client in order to attract new clients.
Then, the insurers may selectively contract with providers,
which gives providers an incentive to do what is best for the
patients, in order to get a contract from the insurance
company. So, this is the game of competition. It is not a free

market. The government has established certain rules in

order to guarantee some public objectives to guarantee access to affordable care, and solidarity in the financial

contributions to healthcare.
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[ slide 008 & 009 ]

I will skip these two points, because I think you have the point about managed competition.

Efficiency incentives via: Universal access and solidarity via:

(With efficiency incentives | mean incentives to

continuously improve quality and/or reduce costs.) - Mandate to buy individual health insurance

— Broad coverage

— Standard benefit package: described in terms of
functions of care. This means that — while types of
care in the benefit package are determined by the
government — the insurer is free to decide where,
by whom and how the care is delivered.

—  Open enrolment & community rating per health plan
—  Subsidies for low- and middle income people

— Risk equalization
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—  Free consumer choice of insurer / health plan.

[ slide 010 ]

I would like to go to some very recent research that I have
done together with my colleagues Professor Erik Schut and Managed competition: what has been achieved?

Professor Wynand Van de Ven. It was earlier this year that
According to recent research “Evaluation of Dutch Health Care

we evaluated the Dutch healthcare system. The main Scheme” (Van Kleef, Schut and Van de Ven, 2014):

question was whether the managed competition model is Purchasers of healthcare (i.e. insurers) are

working? Does it lead to the outcomes that we expected, increasingly successful in maintaining costs:

that are desirable? One of our main conclusions is that the —  Since 2008: reduction of (increase in) prices for
) . pharmaceutical care and hospital care
purchases of healthcare, with the insurers that are

institute of Health Policy & Management

—  Since 2012: reduction of (increase in) volumes for

competing and have financial risk, are increasingly hospital care due to budget-contracts

successful in maintaining the cost of the healthcare scheme.

This is a little different than what I presented two years

ago. At that time, I showed that an effect of the managed competition model was that we had a reduction in the prices for
pharmaceutical care and hospital care. This is something you already knew. However, since 2012, we also see a reduction

in the growth of hospital care due to a new type of budget contract between the insurer and the hospital.



[ slide 011 ]

So, what is this new type of contract? In 2012, the insurers,
not only one, but almost all insurers started to negotiate
general budgets per hospital. The idea was that the insurers
said to the hospitals, for example, “I calculated that, given
your population of patients, you can make it with this
budget for next year, so you should adhere to this budget,
with maybe some adjustments because of negation. But, if
you exceed the budget, then you have a problem.” Many
hospitals succeed in maintaining their costs within the
budget. I think this was a very important step in the

evolution of the model of managed competition, which has

Annual growth of healthcare expenses under
the Health Insurance Act (%)
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—Total health care
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led to a reduction, not only of prices, but also of volumes. We see that in this picture. This is only about short-term care,

not long-term care. Here, we see the expenses on pharmaceuticals, which has went down sharply since 2010. Not only the

growth in expenses went down, but also the expenses themselves went down for pharmaceuticals. For the hospital care and

the medical specialists, we also see that the growth in expenditures is substantially reduced. So, the growth in 2012 was

only 0.5%. That is much lower than the growth that we have had in the years before. So, the total expenses in the

Netherlands for our short-term care are not decreasing, but they are also not increasing as fast as they used to do years ago.

[ slide 012 ]

Managed competition: what has NOT been achieved?

According to recent research “Evaluation of Dutch Health Care
Scheme” (Van Kleef, Schut and Van de Ven, 2014):

Purchasers of health care insurers are not (yet) successful in
improving/stimulating quality of care due to:

Insufficient incentives to improve quality of care
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Insufficient instruments to stimulate quality of care

nstitute

NB: These insufficient incentives and instruments are a
consequence of the fact that crucial preconditions for
Managed competition have not been fulfilled (yet)

I think that this is the main reason why the government is
thinking about having managed competition for the
long-term care. When you see this picture, and you work at
the ministry of finance, you think that the managed
competition works because it reduces costs. If you are
interested only in reducing costs, then this can be a nice
way to go. However, then we come to our second conclusion
of the evaluation that we did earlier this year. That is that
purchasers of healthcare are not yet successful in improving
and stimulating the quality of care. There are two

important reasons for this. The first is that there are

insufficient incentives to improve the quality of care for insurers. The second reason is that they have insufficient tools or

instruments to stimulate the quality of care. These two shortcomings have to do with the fact that some of the crucial

pre-conditions for managed competition have not yet been fulfilled. Two years ago, I presented this long list of

preconditions for managed competitions to you. We looked very carefully and concluded that some of these preconditions

were not fulfilled. That is still the situation today. Managed competition in theory is very simple, but in practice a lot of

preconditions need to be fulfilled to make the system work.
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[ slide 013 ]

Here are four of the ten preconditions. The others are one
the next slide. I will not describe them in detail, but I would
like to highlight some of the preconditions that are a
problem. The first is that we still have incentives for risk
selection in the system. This is because the insurers have to
charge community-rated premiums while they know that
the chronically ill are more expensive than the young and
healthy. We have a risk equalization system, which is the
cornerstone of our managed competition model. This
should reduce these predictable profits and losses to zero.

That is not happening at the moment. Here we see, for some

To what extent are preconditions for MC fulfilled?

According to recent research “Evaluation of Dutch Health Care
Scheme” (Van Kleef, Schut and Van de Ven, 2014):

Precondition 2006 2009 2014

1. Risk solidarity without incentives for risk selection
eRisk solidarity

eSufficient risk equalization

*No incentives for risk selection

2. Transparency and consumer information
eHealth insurance products
eHealthcare products

€
2
€
s
=
o
3
4
'
S
5

3. Appropriate incentives for cost containment
eConsumers

eHealth insurers

eHealthcare providers

4. Sufficient freedom of choice for consumers

groups in the population in relatively poor health, the predictable loss for the insurer per person per year. It shows, for

instance, that for people who have at least one chronic condition, about one third of the population, the insurer has a

predictable loss of more than 300 Euros per year.

[ slide 014 ]

Evaluation of Risk Equalization Model of 2014

According to recent research “Evaluation of Dutch Health Care
Scheme” (Van Kleef, Schut and Van de Ven, 2014):

Subgroup based on health survey Estimated Predictable
information from the prior year sizein loss per
population person per

year in euro’s

At least one chronic condition 31.5% -331

Worst score physical health (SF-12) © 18.9% -670

Contact with medical specialist in last 12 months 37.8% -326
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Hospitalization in last 12 months 6.5% -571

Use of physiotherapy in last 12 months 21.8% -328

Use of prescribed drugs in last 14 days 35.7% -186

Our main conclusion was that all groups of people in
relatively poor health bring a predictable loss to the insurer.
And all the groups in good health bring a predictable
profit. If you see this table, you can question whether the
insurer has an incentive to do what is best for these
patients, whether they have an incentive to improve the
quality of care for people with chronic diseases. If an
insurer is quite naive, and chooses to improve the quality of
care for people with chronic conditions, then the
expectation is that he will attract many of these people and
will be confronted with large predictable losses. This is

what we mean by the incentives for improving the quality

for people with chronic diseases are not sufficient at this moment. That is a problem. We need to further improve or risk

equalization system.
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The other problem that we have is that, and we are very
jealous of our colleagues in the UK, we have no
transparency at all in the quality of healthcare products. At
least at this moment we have a classification of health care
products, so all health care products are more or less
defined at this moment, but for these health care products,
we have no idea what the quality is. We cannot compare
the quality across providers, for instance. So, if, as an
insurer, you have no idea about the quality, how can you
involve quality in the negotiations you do with the

hospitals. This is a real problem, and this is what we mean

To what extent are preconditions for MC fulfilled?

According to recent research “Evaluation of Dutch Health Care
Scheme” (Van Kleef, Schut and Van de Ven, 2014):

Precondition 2006 2009 2014

5. Contestable markets
eHealth insurers
eHealthcare providers

6. Sufficient contracting freedom

7. Effective anti-trust policy
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8. No possibilities for free-riding
9. Sufficient supervision of quality

10. Guaranteed access to healthcare

when we say that insurers do not have the tools at this moment to include quality as a very important aspect in the

negotiations, when purchasing the care.

For instance, maybe our ideal world is where the insurers pay the providers by some sort of pay-for-performance, but in

order to do that you need the information on the quality, and that is not possible at this moment.

You can see the ten preconditions here. I will not discuss them in detail today, but if you are interested, please send an

email, and I will send you a couple of interesting papers.

[ slide 016 ]

What is needed to reap the fruits of MC for
short-term care (Health Insurance Act)?

According to Van Kleef et al. (2014) the most urgent measures are:

*Reducing incentives for risk selection (preferably by improving
the risk equalization system)

*Improving transparency of quality of healthcare products (by
developing practical sets of quality indicators)

*Improving efficiency incentives for healthcare providers (e.g.
by developing practical outcome-based payment schemes)
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*Applying more stringent anti-trust policy
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The report, unfortunately, is only in Dutch, so we have to
work on an English paper. I hope that we will succeed next

year.

The report’s conclusion for short term care was that what is
needed to reap the fruits of managed competition is to
improve the risk equalization system and to develop a nice
practical set of quality indicators. For instance, the QOF
model that is used in the UK. Once you have the quality
indicators, the insurers can use them in negotiation with
healthcare providers, or even for some sort of outcome

based payment like pay-for-performance.
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Then, the most important question for this conference is
can the managed competition be successful for long-term
care? An important remark, of course, is that all the ten
preconditions that were on the previous slides for
short-term care also apply for long-term care. All the
bottlenecks that we still have with these preconditions for
the short-term care also apply for long-term care. So, maybe
it would be a good idea to wait with managed competition
for long-term care until we fulfilled these preconditions for

short-term care.

Can MC be a successful model for LTC?

— ALL PREVIOUS PRECONDITIONES AND
BOTTLENECKS ALSO HOLD FOR LTC!

nagement

— In addition there are fundamental issues:

1. Isitpossible to organize sufficient risk
equalization for LTC?
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2. Are users of LTC able to vote by foot?

3. Are non-users interested in LTC?

I think the discussion is even more serious. There are fundamental issues about whether or not managed completion is

appropriate for long-term care. There are three important questions, I think. Fundamental questions. One: Is it possible to

organize sufficient risk equalization for long-term care? Two: Are users of long-term care able to vote by foot — to choose

their own insurance product and health care provider? Three: Are non-users interested in long-term care?

[ slide 018 ]

Sufficient risk equalization for LTC?

In general, risk equalization for LTC is (far) more
complicated than for short-term care since:

—Relatively small group of users...
—... with relatively high costs...
—... that are relatively predictable...

—... by variables, however, that are inappropriate for
serving as risk adjusters in risk equalization.
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If sufficient risk equalization for LTC is not possible,
what will be the motive for insurers to invest in the
quality and service levels of LTC?

Let me explain these fundamental issues in more detail.
With regard to risk equalization, I showed you that risk
equalization is the cornerstone in our managed competition
model. If it is not working good enough, then insurers have
no incentive to invest in quality of care for people with a
chronic disease. For short-term care, this is not working
good enough. For long term care, it will be even more
difficult to organize a good risk equalization system. The
explanation is very simple. When we compare to the
short-term care, the group of users of long-term care is

relatively small. These people have relatively high, or very

high costs. These costs are very predictable for the insurers. So, for instance, when a patient uses long-term care, when a

patient is in an institution this year, it is very likely that the patient will be in the institution next year. The insurer can look

at the data and know this. The insurers can estimate these relatively high expenses quite well. They can predict them.

However, the variables you can use to predict these expenses are not so appropriate for risk equalization. When you include

such risk adjusters in risk equalization — this means if somebody in an institution this year, the payment will be higher next

year, and if not, the payment will be lower. If you include a risk adjuster like this, then there is an incentive for the insurers

to have more people in the institutions. That will increase their payment for later years. This incentive you do not want to

introduce in a risk equalization system.
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If we cannot manage to organize sufficient risk
equalization for long term care, then what will be the Moreover
motive for insurers to invest in the quality and service for

long term care? This is one of the fundamental issues that The risk equalization model for short term

care leads to a predictable loss of about 400
euro per person per year for individuals who
used LTC in the previous year *

we have to deal with. Moreover, this may be related to the
decision that the Dutch government made two weeks ago.

In our evaluation we calculated that people who use * Source: Tweede Kamer (2012) Herziening zorgstelsel. Brief regering;

Risicoverevening, 29689(380), Bijlage 157337.
long-term care this year are under-compensated for
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short-term care next year.
So, what will be the motive for insurers to invest in the
quality and service levels of LTC?

What will be the motive for insurers to invest in the quality

and service level of long-term care?

I think there aren’t very many politicians or policy makers who really understood this point. If they did, I doubt they

would have decided to have home care transferred to the short-term care, managed competition scheme by 2015.

[ slide 020 ]

Another fundamental question is whether the users of long
Can users of LTC vote by feet? term care can vote by feet? This is an important

precondition for managed completion. If insurers do not do
How about people suffering from dementia?

what is best for their clients, then the clients should be able

How about people suffering from drug addiction’ to switch insurer. If your insurer is not doing well, then you

How about the mentally disabled? go to another insurer. That provides the insurer with
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How about people suffering from psychiatric diseases? incentives to do what is best for the patients. However,

when we look at the patients that use long-term care, you

institute of H.

If not, what will be the motive for insurers to invest in the
quality and service levels of LTC? can ask the question whether these people are able to make

choices between insurance contracts and health care

providers. For instance, how about patients suffering from

dementia or drug addiction? Or psychiatric disease? I think these people are not so likely to make well-considered choices
when it comes to health care products and health insurance products. So, if they cannot make choices, at least themselves,

then what will be the motive of the insurer to invest in the quality of the service? This is another fundamental issue I think.
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The third issue is that the majority of the population does
not use long-term care. It is a relatively small part of the
population who uses it. The people who do not use long
term care, like young people, also expect not to use it in the
near future. If the majority of the population is not
interested in long-term care, what will be the motive for the
insurers to invest in the quality and service for long-term
care? As an insurer, it is most likely that you will invest in
the things that your potential clients are interested in. These
are three fundamental issues that I do not have the answer
to. I think it is very doubtful that all these questions will be

answered with a “yes.”

[ slide 022 ]

Are non-users interested in LTC?

For the vast majority of the population the probability of
LTC-use (in the near future) is relatively low.

This raises the question whether this majority will be
interested in (quality and service level of) LTC when
choosing their health plan.

If not, what will be the motive for insurers to invest in the
quality and service levels of LTC?
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What are the alternatives?

Next to the transfer of LTC to the Health Insurance Act,
two alternative options are considered:

1.Transfer of LTC from central to local governments.

2.Maintaining LTC in Exceptional Medical Expenses Act
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What does it mean to transfer long-term care to the local
government? It means that the local government becomes
responsible for organizing long-term care. It has some
advantages compared to, for instance, the managed
competition option, which are that the integration with
other local services will be easier. There will be no risk
selection problems, which is a very important advantage. In
addition, voting by foot will not be necessary for long-term
care patients — instead there will be a democratic process,
which will put some pressure on the local government to

have good quality of long-term care. Also, I am only

So, what are the alternatives? If we conclude one day in the
Netherlands that managed competition is not a good model
for long-term care, than what should we do? I think there
are two options under consideration? The first is to transfer
long-term care, or parts of long-term care from the central
to local government. The second is to maintain the
long-term care like it is now — in this Exceptional Medical

Expenses Act, in this public scheme that we already have.

Transfer of LTC to local governments

Advantages (compared to alternatives):

«Integration with other (LTC-related) local services

*No risk selection problems

*Voting by foot not necessary (instead: democratic process)

Disadvantages (compared to alternatives):
«Integration with short-term care more difficult
*Potential regional differences in quality/service
+Less freedom of choice for patients
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Crucial requirements:
*Risk equalization for municipalities
*Municipalities must be equipped for this “new” task




presenting a couple of advantages, and a couple of disadvantages, but I am sure that you will come up with more.

The disadvantages are that integration with short-term care will be more difficult. So, for instance, if we put together the
insurance for the short term care and long term care, there are great possibilities for integration and coordination. But
when we keep the two separate schemes, short-term care for insurers and long-term care for local governments, then you
will still keep these problems with integration and coordination. Another risk is that there can be potential differences in
quality and service between regions — between the municipalities. And there will be less freedom of choice for patients.
So, if the long term care in your municipality is very poor then you can move to another area. But we all know that life is
often not as flexible as that. Another factor is that you still need risk equalization, albeit for another purpose — to divide
the budget for long-term care across the municipalities. And the municipalities, of course, must be equipped for this new
task. It is very different from things that they are doing now. They have to specialize in long-term care — maybe they can

use the model from Finland! That would be nice. But at least they have to make investments in order to execute the system.

[ slide 024 ]

It is a very realistic option, I think, that the entire long-term
Recent experiences with

care will not be transferred to local government, but parts L
decentralization

will be transferred. In fact, in 2007, a part of the long-term Decentralization of “home help” in 2007 has reduced costs
care was already transferred to local governments. It was
*Because of non-earmarked budgets, municipalities bear

home help. So not home care, but home help — assistance financial risk on home help.

that people receive within their home. For example, with The resulting spur in competition has helped reducing the

. . average price of an hour of home help by more than 20%
making coffee or showering. The results were very

appealing. This is how it works. The municipality receives +Overall municipalities saved 150 million out of 1.2 billion.
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a non-earmark budget for the long-term care, which means *Effects on quality of care are not really clear

that if they succeed in not using the entire budget, then they Source: OECD Economic Surveys: The Netherlands (2012)

can spend the remaining part on other things. So, in fact,

they have financial risk. If they exceed the budget, then they have a problem.

This resulted in competition. Within the municipalities, the pressure to look at the cost, and purchase the care efficiently
were taken into account. What we saw was that the average price for an hour of home help decreased by more than 20%,
compared to the system that we had before. So, this option can really lead to cost reduction. Overall, the municipalities
saved 150 million out of 1.2 billion. However, the effects on quality were not so clear. Also, this option can lead to cost
reduction at least. The other option, maintaining the situation as it is, also has some advantages. Voting by foot is not
necessary. We have the same quality and service for all. Risk equalization is not necessary, and there are no risk selection
problems. So we will avoid all the problems that we will have with the managed competition. However, we will have the
disadvantages that I presented already, on slide 5. It is obvious that we have to make serious tradeoffs when we talk about

long-term care.
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What we should do at least, if we keep the situation as it is,
is to implement supplementary measures to tackle these
bottlenecks. One concept that is also part of the debate in
the Netherlands is that maybe we should have some form of
pay-for-performance. We all know, after the presentation by
Professor Smith, that pay-for-performance cannot be
realized from one day to another. You must invest, and then

maybe it will work in five to ten years — or even longer.

[ slide 026 ]

Maintaining LTC in Exceptional Medical Expenses Act

Advantages (compared to alternatives):
*Voting by foot not necessary
*Basically, same quality/services for all
*Risk equalization not necessary

*No risk selection problems

Disadvantages: see slide 5 “Bottlenecks regarding LTC”

When LTC is maintained in Exceptional Medical Expenses
Act payment reforms are needed to avoid current bottlenecks.
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An interesting direction could be “pay-for-performance”.

Less fundamental changes

1. Separating financing of “care” and “housing” (in effect)

* The Netherlands have been quite unique in
financing not only “care” from the LTC budget, but
also “housing costs” for institutionalized patients

2. From cash benefits to vouchers (proposed)
* To avoid problems of “inappropriate use”

3. Health savings accounts (proposed)
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This is the fundamental question: Who should be the
purchaser of care? At the same, we have some less
fundamental changes which are important for this
discussion. They are that we now try to separate the
accommodation cost and the cost for healthcare in our
system. I think the reason that there is a relatively large
share of people in institutions is that the cost used to be
financed from the long-term care budget, which gives
incentives to go into the institution. But now, we are trying
to turn this by separating the two. Another point is that it

has been proposed to move from cash benefits to vouchers

because there are serious problems with inappropriate use of cash benefits. Many people receive cash benefits, who are in

fact really in need for long-term care. And health savings accounts are also proposed. Let’s skip this point for the

discussion, and let’s go to the conclusion.
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Here are some lessons from the debate we are having in the
Netherlands. All questions are still open. They also have to Lessons from the Netherlands

be answered in the Netherlands. We are in the middle of ) "
» For short term care (i.e. <1 year) Managed competition

has reduced healthcare costs (growth), but has NOT yet

this debate, so I cannot give you answers to the questions been effective in improving/stimulating quality of care.

nagement

they have raised. I can only give you the questions. For « Crucial preconditions must be fulfilled for successful

.. application of the Managed competition model
short term care, managed competition has reduced the PP 9 P
» Fulfillment of some of these requirements is far more

growth in health care costs. That is an observation that we complicated for LTC than for STC

can make. But it is not yet effective in proving the quality + However, also alternatives (i.e. decentralization and

maintaining LTC in EMEA) are not without disadvantages

=
o
3
4
'
S
s

of care. So, our public objective with the managed

* So the key question in the Dutch debate on LTC seems to

competition is to do both — to reduce cost as much as be: “Who should be the purchaser of care?”

possible, and to improve quality as much as possible. It is

working on one aspect, but not on the other, which is quite serious I think. In 10 years, if nothing changes, we may end up
in a system that, from an international perspective, has very low costs but also low quality. And that is not what we want.
This is because there are crucial preconditions for managed competition that have not been fulfilled yet, so we have to do
some work on risk equalization and quality indicators. We think that fulfillment of these preconditions are much more
complex for the long term care. Therefore, the question is whether we should go in this direction. My personal opinion is
that it is a great risk if we do this — at least at this time. We should wait a couple of years, and see how managed

competition evolves with regard to the short-term care system.

However, the alternatives are also not without disadvantages. When I made the presentation, I thought that the key

question we are having now in the Netherlands is that “Who should be the purchaser of care, and under what conditions?”

Let me be clear when I talk about managed competition. In the Dutch model, we have the insurer who is the purchaser of
care — who has the financial risk and is competing. These points, these conclusions apply to all schemes in which the

purchaser of care is competing and bears financial risk, so not necessarily just the insurer, but it could also be another

party.

I think that is my presentation. I hope I have finished in time.
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The long-term care (LTC) of

the Netherlands:

What is it and what to do with it?
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Thank you chairman for introducing me. Thank you
Professor van Kleef for a comprehensive discussion for both
managed competition and long-term care. In fact, a couple
of years ago, we invited Professor van Kleef to a seminar
where we discussed the proper mix of private and public
insurance. But discussion there was mostly on short-term
healthcare insurance. So, we are very pleased to discuss
long-term care. Moreover, his reference to the recent
developments, namely the reduction of health care costs, is

very interesting too.

[ slide 002 ]

Netherlands:
What is it and what to do with it?

Eiji Tajika (Hitotsubashi University)

Jyun Kikuchi (National Institute of Population and
Social Security Research)

September, 2014

The LTC of the Netherlands
Contents

What is the LTC of the Netherlands?

1.

2. What are the problems?

3. What to do with the LTC?

4. Where does the Dutch LTC go?
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Chapter 2: Health care reform and long—term care in
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Frederik T. Schut and Bernard van den Berg, Sustainability of
Comprehensive Universal Long—term Care Insurance in the
Netherlands, Social Policy & Administration, 44:4, August 2010,
411-435

The purpose of my comment is to know better about the
Dutch long-term care insurance, about which we know
very little. I think we already have had three presentations
and two comments, and people are very frustrated with
being silent, the second object of my purpose is to make my

presentation as short as possible!

As I said, my intention is to know better about long-term
healthcare insurance. And I would like to draw some ideas
of reform of Japanese long-term care insurance. Let me go

this way. What is the long-term care of the Netherlands —

what are the problems, and what to do with long-term care. The Netherlands is starting their long-term care reforms in

2015, so I think this topic is very hot.
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As I said, my goal is to squeeze time for people here, so let
me go very swiftly. Just for some background information
about ageing. This tells you what share of the population is
aged 65 or above. This is Japan, and this is the Netherlands.
This is 80 or above in Japan and the Netherlands. I don’t
have much to say about it other than in Netherlands it
something like 1 in every 13, 14 people on the street will be
above this 65 years old, whereas in Japan it is 1 in every 4
people. The Netherlands is a much younger nation, and
according to this the population of people over age 65 is

about 18% of the total.

[ slide 004 ]

Background information:
Population ageing

» Elderly population as % of total population

Sources:

European Commission, 2009, Ageing Report: Economic and Budgetary Projections for the EU-27
Member States, 2008-2060.

National Institute of Population and Social Security Research, 2012, Population Projections for Japan:
20171-2060.

Background information:
public health and LTC expenditure

» Projected public health and LTC expenditure (% of GDP)

Japan Netherlands

OECD average

» Source: de la Maisonneuve, C. and J. Oliveira Martins,
2013, “A Projection Method for Public Health and Long—
Term Care Expenditures”, OECD Economics
Department Working Papers, No. 1048, OECD Publishing.
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We have received Professor van Kleef’s description of the
system in the Netherlands, but now I will give my
interpretation or understanding of the things going on
there. The long-term care of the Netherlands is universal,
and this is different from Japan. Japanese long-term care is
primarily for the care of people over age 65. The cost of
long-term care — they call it exceptional care in the
Netherlands, is that according to my data, the percentage
with regards to GDP is 3.8%, but Professor van Kleef told
us this is 5%, and the short-term care is 6.5%. Also, how is

the cost financed? 10% of it is an income-related

This is another background point to mention, public health
and long-term care expenditures. Japanese spendings are
small, and Professor Ii discussed it in her presentation, so I
shouldn’ t say much about it. But my understanding is that
Japanese health and long-term care expenditures is about
8%-10% of GDP. Whereas, in the Netherlands, it is much
higher. I will talk about it later, but one point to mention is
that the portion of long-term care in the Netherlands’ total
healthcare cost is very high. We have been wondering why

this is the case.

What is the LTC of the Netherlands?

«+ Universal coverage and high cost; the cost of the long—term care
(AWBZ) is 3.8% of GDP against 5.8% of health care(ZFW-ZVW)

in 2012

¢ How is the cost financed?
10% income-related co—payment
60% social security payment; this is collected by payroll and income
taxes and a part of it is paid back to those whose income
is below certain threshold.
30% taxes
* shares of revenue are from OECD(2012)

& Who are in charge of the LTC?
institutional care and home care: 32 regional service purchasers,
and they are subsidiaries of (representative) insurers of regions

home help; devolved to municipalities in 2007

co-payment. 60% is social security payment. And remaining 30% is collected through taxes. These numbers were taken

from the references.
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As was mentioned in a previous speech, home help is an
issue as well. Who assesses the need for care? Has an
agency been set up — an agency of the central government —

and how is the fairness of assessment guaranteed?

In terms of benefits, when comparing both in-kind and
cash benefits, cash benefits account for 75% of the in-kind
case. We would like to know a bit more about this.
Professor van Kleef said “minor changes,” but I have some

doubts about that, especially as a fiscal economist.

What is the LTC of the Netherlands?

# Who assess the needs of care?
Care assessment Center(CIZ); this is an agency of the central
government. How is the fairness of assessment guaranteed?

¢ Benefits
both in—kind and cash; cash benefits is 75% of the in—kind case

# Personal care budgets
an option to buy services of consumers’ own choice instead
of contracted services of the LTC; encouraged the use of

informal (home care) care as an alternative of formal
(institutional)

care; also substituted paid informal services for unpaid (e.g.,
family) services

In terms of personal care budgets — consumers have an option to buy services of their own choice, instead of contracted

service of the LTC. The idea is that let’s consume with more individual freedom. This personal care budget should

encourage the use of informal care.

[ slide 007 ]

What are the problems?

High costs of the LTC
but why-is this the case in the Netherlands?

due to the expansion of services, personal budgets, institutional care?

*

Costs are not rightly perceived by either municipalities or
insurers; municipalities operate/offer services from the
budget given by the central government, and tend to
pass expensive patients to AWBZ

Likewise regional purchasers have no strong incentives to minimize costs.

Care—need assessment
Not strictly assessed, and those who are not eligible may have access to the
LTC

* Japanese LTC insurance first tests the eligibility and secondly classify clients
according to the necessity /nature of care

Cash benefits
increased very sharply
* an idea of reform?: make it available only to institutional care receivers

If I have money, and I can spend it on my own long-term
care use, that would mean that instead of asking my wife or
relatives to take care of me, I will ask a professional care
worker to work for me. So, this personal care budget will
substitute paid services for unpaid services. I would like to
know about personal care budget. Professor van Kleef
enumerated a lot of the problems already. I asked this
question already, why is this the case in the Netherlands?
Professor van Kleef said that costs are likely not perceived
by either municipalities or insurers. This is interesting. The

municipalities operate — or offer services from the budget

given them by the government, so what they tend to do is to pass expensive patients to AWBZ.

In terms of care-need assessment, we need to know more about it. It is not strictly assessed, which means that those who

are not eligible may have access to long-term care. Most of the audience here is Japanese, so I don’t have to say it, but the

Japanese long-term care insurance first tests eligibility, and secondly necessity. In a sense, as far as [ know, Japanese care

assessment is not really the point of discussion today. I would like to know better about the system in the Netherlands.

In Japan, we do not have cash benefits. It increased very sharply in the Netherlands. This is also an element that we don’t

have in Japan, and what sort of implication will this have on the way it we follow the long-term care of the Netherlands.
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Now, I will get into the major question — what to do with

. . What to do with the LTC?
the long-term care. We have discussed something that attodow ¢

# Costs has to be perceived correctly by insurers and

seems to me to come from two parts. The first part is that municipalities

. . Package of reform of the LTC: OECD E ic 8 f th
cost has to be perceived correctly by insurers and Nethoriands, 2012 conomic Survey ot the
municipalities. Al’ld, in another example’ it must enhance = Rehabilitation care is taken care of by the health insurance

= Other institutional care and personal/nursing care are
managed by individual health insurers instead of regional
purchasers,
» Home care (assistance nursing care and care for young
with light mental handicap) will be decentralized to
municipalities.

the choice of the individual and the client. This is a major
part of the reform. I do not know much about the reform

package, and frankly neither about the ongoing reform.

@ Enhancing the choice of individuals/ clients

“ replacezment of provider-based budg;}ting by client-based
. budgeting” (Shut and van den Berg, 2010); simply put, introducing a
out of the AWBZ, and taken care of by health insurance. voucher type individual purchase of services?
8

However, the OECD survey says that rehabilitation is taken

Other institutional care and personal nursing care are

managed by individual health insurers instead of regional purchasers. What does this mean? Are these are taken out of

AWBZ, and put into the short-term care insurance? Is that what is going on there?

Professor Richard van Kleef: This is about the home care.

Mr. Eiji Tajika: So you want to introduce risk adjustment there?

Professor Richard van Kleef: Yes.

Mr. Eiji Tajika: This part is taken out of the AWBZ. Is it being discussed whether and how to introduce risk adjustment to

this part of the long-term care?

Professor Richard van Kleef: What is important to know is that this publication is from 2012, and a lot has changed in the

last two years.
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According to the 2015 reform, residential care — care
homes, home help, transportation support and house
adjustment — are transferred to the municipalities, and
added to social supporters. As we said a moment ago, home
nursing, like primary care, general practitioners, will be
included in the health care act. Here is the important
statement: Home nurses combine their medical tasks with
improving the correlation between prevention, care,
well-being, and housing. So, home nurses play the principal

role.

More on what to do with the LTC?
by Madelon Kroneman

» The 2015 reform of LTC

v Non-residential care (care at home): home help,
transportation support and house adjustments? are
transferred to municipalities and added to Social
Support Act (Wmo)

v Home nursing like primary care of GPs will be included
in Health Insurance Act
“home nurses combine their medical tasks with

improving
the cohesion between prevention, care, well-being and
housing”

v Residential LTC: will be provided under the new LTC
Act (WIz), which replaces the AWBZ

9

Residential long-term care will be provided under the new long-term care, which replaces AWBZ.

Professor Richard van Kleef: Yes. I did not mentioned the change of the name of the AWBZ. Basically, all things that

remain in the AWBZ will remain in the new long-term care.

Mr. Eiji Tajika: But they have already given us a fancy name!

Prof. Richard van Kleef: That’s right.

Mr. Eiji Tajika: The second one, and I want to know more about, is the enhancement of the choice of individuals and

clients. And, re-placement of provider base to client-based budgeting. It is something we are discussing, and I would like to

know more about it. This is our reading of the reform. I have a question. Where does the Dutch long-term care go from

here?

[ slide 010 ]

Where does the Dutch LTC go?

& Comparing the Dutch LTC with Nordic, German and Japanese
LTC

Nordic case: health care and LTC are respectively offered
and managed by provinces and municipalities; and the
costs are paid by taxes, resulting in service—rationing

German case: health care and LTC are both offered by
social insurances; services are basically provided up to
the level/quantity that can be paid by insurance
premiums

Japanese case: ex—post (non risk-adjusted) and hybrid financing
of

health care and LTC by insurance premiums and taxes;
health—care costs are controlled by government-set prices and
LTC costs are sought to be controlled by limiting the supply of
formal/institutional care

10

After all the discussions — where do you want to go from
here? The Nordic case seems to be something like this.
Health care, long-term care is respectively offered and
managed by provinces and municipalities. And the cost is
paid by taxes. That is why Professor Lillrank came to us
and offered us management organization that is somewhere

between the government and the consumers.

In the German case, health-care and long-term care are
both funded by social insurances. Services are basically

provided by insurance premiums. In German long-term

care insurance, it is not fully compensated. From the beginning, it is partial compensation. Long-term care is 100%

managed by the premium, which dictates the service patients receive.

From the beginning, it is partial compensation. Long-term care is 100% managed by the premium, which determines the
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service patients receive.

In the Japanese case, premium and taxes are mixed, and costs are paid retrospectively. And the long-term care costs are

sought to be controlled by limiting the supply of formal institutional care.

[ slide O11 ]

In a comparison of the three cases, where does the Dutch
LTC go? Do you want to stay with the social insurance
principle, and to introduce consumer/client choices and
competition among insurers? Is this the unique feature of

the Dutch method? Or, if it is something else, what is it?

Should curative services, like health care, and long-term
care services, like nursing care for the elderly, be integrated
or separated? Are curative services minimized with the
long-term care? Or, more technically, does long-term care

mean separate, therefore different, services from health

Where does the Dutch LTC go?

In comparison of the three cases,
where does the Dutch LTC want to go?

» Want to stay social insurance principle and to introduce
consumer/ clients choices and the competition among
insurers? Are these unique features of the Dutch way?
If else, what are they?

> Should curative services (health care) and LTC services (e.g,
nursing care for the old) be integrated or separated? Are
curative services minimized in the LTC,? More technically,
does LTC mean separated, therefore different, services
from health care?

care? It may sound off-point to you, we would be very happy if you said something about this.

[ slide 012 ]

Where does the Dutch LTC go?

» How are the poor in the Dutch social insurance taken care of?

The Netherlands’ s LTC is based in principal on social insurance
and universal, that is, every person of the county is entitled to
receive the LTC services. How the poor, especially poor old people,
are managed to be in the insurance.

They pay insurance premiums by payroll tax according to their
income. And are they refunded a part or full of their payroll tax and
income tax when their income is below some threshold? So some
poor people eventually are totally exempted from premiums?

What are the treatments of out—of pocket part of payment? Is
there some way of exemption?

Finally, how are the poor in the Dutch social insurance
taken care of? In the Netherlands, long-term care is based
in principle on social insurance, and that means that every
person in the country is entitled to receive long-term care
services. Then, what about the poor? Especially, how are
they managed within the insurance system? We have lots of
discussions, and maybe half of our long-term care
discussions is what to do about poor elderly people. In
Japan, people over 65 years old pay their premiums for
long-term care insurance. However, nowadays there are

brackets. The difference between the bottom bracket and

the highest bracket is maybe three times or more. This is the way we take care of the old in Japan. How is it in the

Netherlands? Are the premiums paid by payroll taxes refunded to the poor old people?

What is the treatment of out-of-pocket payment? This again is an issue we Japanese are discussing very much. Is there any

financial support to this portion of payment?

Thank you very much.
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Open Discussion

Prof. Hiroyuki Kawaguchi: It is time to move to the open discussion. So, there are some members who have attended
this conference but have not presented. Mr. Ogata, if you have any questions or comments about the presentation please do

SO.

Prof. Hiroya Ogata: Thank you. So I corrected the questionnaire paper before, so could you answer the question. First,
Professor Smith, I think there is the paper. Can I?

Prof. Peter Smith: So the question, which is anonymous, is, “Is there any data on variations of quality and outcome
among GP doctors?” And the fact is that the data are there. They do exist. Certainly on all of those 150 indicators they are
made available and in principle a concerned patient could look on the website to see how a doctor is doing. The issue that I
think needs more attention is that most of these indicators are easier to achieve if you have a young, healthy, wealthy
population. And there is no adjustment made for that. So doctors who are working in difficult environments will appear to
be worse. So I think that’s the area that needs some attention. There is an adjustment made in the payment for that because
the doctors can exclude certain patients from their calculations if they are difficult patients and will not comply. But in the
data that ordinary citizens can see that adjustment is not made. So I think there is an issue about making these data more
transparent and more comparable between practices, but they are certainly there. They are not easy to find, but if you are

really determined you can look for all of those data publicly.

Prof. Hiroyuki Kawaguchi: Thank you very much. Do you have any additional questions?

Prof. Paul Lillrank: Is more professional integration needed? “Yhteyshenkild sairaanhoitaja” in Finnish means “contact
nurse” or the person who interacts directly with the patient. The discussion in Finland among professionals and policy
makers has been focused on the integration of the care plan level and that’s exactly what the Kotitori model seek to help
out with. The problem in general is that elderly people who have two or more medical problems are treated by two or more
different service providers and there is no formal mechanisms for how the different perspectives like somatic, mental,

economic, housing etc. issues should be put together in a comprehensive and integrated care plan. I think that’s perhaps the



biggest problem that needs to be addressed. When that has been done, then we have the coordination problems. If you have
a different specialized service provider, for example, three or four different people who comes to an old person’s home,
then there obviously needs to be scheduling and some consideration of what is the proper order in which these people

come, and in which days and in what times of the day. That is the daily management of the service system.

Prof. Hiroyuki Kawaguchi: Thank you. Any answers or an additional question?

Prof. Michiko Moriyama: But also to him too. You can start.

Prof. Paul Lillrank: The question is “in integrated community care system, which factors did contribute to less moves
from home to institutional care?” I don’t have exact case-based data on that, but this idea comes from Sweden. There’s a
municipal called Nacka south of Stockholm that started an incentive system for home care based on the number of
incidents. If an old person who lives at home and gets home care slips on the floor and breaks a bone or gets some other
emergency situation that requires then a trip to the emergency clinic with an ambulance, that is recorded as an incident.
The assumption is that if the home care service is well managed, the number of incidents will go down. The idea is that the
home service person should take an overall look at the housing and where there are risks, such as slippery mats, they
should use common sense and try to eliminate those risk factors. This provides an incentive to the home care person to do
preventive risk management. How it’s down at the detail level, I don’ t know. Perhaps they get some instructions of what

are the typical risks that happen in the home. But this creates an incentive to look at the whole picture.

Prof. Michiko Moriyama: 1 think to add on this, in Japan people do not believe they can stay at home until the end of
their life.They believe they have to go to a hospital and be taken care of. So we need to educate people first, and then
increase the advanced directive levels. Also we have to reduce the medical care level at end of life stage, onto home health
nurses. In Japan, because our service is segmented, home help service providers provide food and bathing stuff, and then
home health nurses just provide medical care. Then they just believe that they need to provide very high level of medical
care until the end. It is not that way. So we have to make in-between-professions, between a nurse and a home helpers like
Holland, Germany and other countries. They have that level of nurses. So we have to provide the combined care. They can

provide nursing care-in the morning and night time. In this way older people can stay at home.

Prof. Hiroyuki Kawaguchi: Professor van Kleef, would you like to answer your questionnaire?

Prof. Richard van Kleef: Yes, thank you. First of all I would like to thank Professor Tajika and Kikuchi for all the
questions. So I have a lot of homework. The first question is, “Are there any needs from family who care for elderly
persons for a long time?” If LTC is not, the young generation has to quit their job to care for their families. I agree. This is
also in the Netherlands, like in Japan, a very serious issue where we have to think about the human resources. In fact, the
main idea or purpose of our cash benefit was to give the people the opportunity to reward the informal caregiver. So if you
receive the cash benefit you have the information to just keep your informal caregiver and to pay him for that. So that was
the motivation but in practice it worked not very well. Well maybe it did, but there was a very serious disadvantage and that
was fraud. It was targeted in a wrong way. Like there are examples where people took their mother to a jazz festival from

the money of the cash benefit, so that was of course not the purpose. So that was again the reason why we abolished it.



But I think we should reintroduce it in order to stimulate the informal care, but to have better screening of the use of this

cash benefit and maybe we should even go further.

Like in Germany, there is also some sort of cash benefit. But next to the cash benefit the long term care budget also pays
for the informal caregiver’s social security, premiums, and so on. So that’s one step further in order to stimulate the
informal caregiving and I think that’s a very interesting option also for the Netherlands and also for other countries. So

maybe we should look at Germany.

Then another question was, “Explain about the financing of housing costs for the institutionalized patients.” I think this
strongly relates to one of the many questions by the professor next to me. How does it work? I think the Netherlands was
the first country in the world that introduced a social insurance for long term care. It was 1968, and it was really generous.
It also included the housing and accommodation cost and once you include accommodation cost in a social insurance
scheme it’s very hard to put it out because people are familiar to the situation. So in fact the situation was, until a couple of
years ago, that the housing cost, accommodation cost, were fully financed by the long-term care budget and that’s also the
reason like I told you that we have relatively many patients in an institution compared to the patients that receive home
care. But since a couple of years we tried to separate these two by increasing the copayments for the accommodation costs.
I think the goal of the current government is to fully separate the two, but to have compensations for the poor people who
cannot afford the accommodation cost. So we come from full reimbursement and we go to no reimbursement with

subsidies for the low income people. I hope that’s an adequate answer to the question.

Prof. Hiroyuki Kawaguchi: Is there any other questions from the floor? OK, we have another time. Then, we’d like to

go back to the presentations. Prof. Smith, could you reflect your question?

Prof. Peter Smith: Well I ve certainly noted down the questions. Whether they are the ones you intended me to answer,

I’m not sure. But thank you very much Professor Ii, for your very insightful summary and comment on the paper.

So the first question was about the registration of patients and who they are registered with. Whether it’s with the
physician or a clinic. In fact in the UK, you register with a practice and practices are getting increasingly large, but they
will typically be about five family practitioners operating together. You will be attached to one of the doctors there, but the
doctors are only the partners and the practice will often have a lot of part-time people working for them or what are called
“locums.” So it’s really the practice which is the key center and that is really like a clinic I guess. It’s getting closer and
closer to being a clinic. One factor I just wanted to make clear, which Prof. Ii mentioned is that things have changed since
my slides. I’m afraid the changes are too great for me to fully understand, but the principles have remained unchanged.
One thing that has changed though, is that the responsibility for doing the QOF has been given to our health technology

organization. It’s called NICE — the National Institute for Health and Care Excellence.

NICE was originally responsible for doing health technology assessments for recommending whether treatments and
pharmaceuticals should be included in the benefits package. But they are now responsible for almost all aspects of
guidelines and good practice, and also creating the QOF. And so they’ ve made some major changes. The structure of the

QOF hasn’t changed but they are trying to make it increasingly evidence based, so they do huge reviews of the literature.



Their guidance is freely available on the web and actually I think it’s a global, public good that other countries could

benefit from, but also contribute to.

There was some mention by Professor i of defensive medicine and the risk of evidence or guidelines leading to defensive
medicine over treatment. Actually I think the role of NICE in the UK is to reduce the practice of defensive medicine
because they try to reduce the ambiguity. The challenge to doctors as I understand it, particularly in the United States, is
that they may be concerned about what constiutes “best practice”. What NICE tries to do in the standard guidelines is
make it less of a concern for doctors as long as they follow the NICE guidelines they should avoid legal challenge. So I
think in fact the standardization of guidelines is actually helpful in reducing the risk of defensive medicine. OK, so those

are the only points I picked up.

Prof. Masako li: For the fund holdings, participation of GP was voluntary, but later it became mandatory.

Prof. Peter Smith: Although fundholding was abolished as I said in 1998, it was reintroduced in a different form in the
early 2000, partially because our evidence showed that it had been successful in constraining costs, one of the few
examples of knowing that our work has any impact whatsoever. But, like so frequently, the policy makers decided they
thought it was so good they should make it compulsory and that actually I think was a catastrophic mistake because
doctors are very entrepreneurial and enthusiastic but only if it’s something they want to do, not if they’re being told what
to do. So I think that apparently small change made a really big difference to its effectiveness and it had very feeble
effectiveness when it was reintroduced. That for me is a real lesson for policy makers everywhere, which is to look very
carefully at evidence and not just to say pay for the performance works or pay for performance doesn’t work, and so adopt
policies on those principles. It is to adapt evidence from elsewhere and really carefully make. This is why the Dutch

experience with preconditions is so useful because it tells us the conditions under which that policy would be successful.

Prof. Hiroyuki Kawaguchi: What do you think, Professor Moriyama?

Prof. Michiko Moriyama: Yes. Again the same question to you. In Japan the government sets the price, so there are no

incentives for the cost. So how does it work in your country?

Prof. Paul Lillrank: We don’t have price regulation. Services are funded from national and local taxes with some
out-of-pocket payments. All tax final systems have the problem of overutilization of a free or subsidized service. Therefore
there must be a gate-keeping-mechanism to reduce excess consumption. At times some people do not get the care they
think they need, which leads to public anger against the gatekeepers who are perceived to restrict the right to service.

Since there are no insurance companies involved, the gate-keeping task falls to the medical professions.

Prof. Michiko Moriyama: OK so the municipalities are outsourced the case management — ask case management to

private organizations, and then they set the price, means competition exists?
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Prof Paul Lillrank: The service providers have contracts with the city, that determine both the price and the service level
agreements. In theory, providers can’t cheat on quality, but if they can improve efficiency in other ways they of course
can keep the difference, so they have a profit motive to improve. The city production doesn’t have that element.

Consequently the productivity and capacity utilization of the city production is lower than of private producers.

Prof. Hiroyuki Kawaguchi: About the long-term care cost, there is so many questions from the floor. Could you please

pick up one or two questions?

Prof. Eiji Tajika: He knows it.

Prof. Richard van Kleef: No, please let’s not do that. I think that the most important question was on the taxes. Is that
right? OK let me answer two questions. The first is about the taxes. Well I have to admit that I do not know the complete
details. But in general the system works like this. We have an income related contribution for the long-term care. So the
contribution of the people depends on their income. Nobody in the Netherlands has no income. So if you have no work
there are all kinds of security allowances and even if you have a security allowance, the government says, OK, that is your
income and you should pay 9% or 10% of your income on healthcare. What happens with the very poor people? So they
have this income related contribution also, but they are compensated in a separate scheme for out-of-pocket expenses, for
instance due to accommodation. That is a very short and quick answer. But I am sure you want to know the details, and

when I am back in the Netherlands I will look this up for you and send them to you.

The other question — which direction do we want to go? It’s a very interesting question but I cannot give an answer. But I
can give an advice to the Dutch government, which is if there are three ways to go, to have the long-term care, going to the
insurers, to the municipalities, or do nothing and just keep up with the current situation, I think the best way to go is to use
this list of preconditions that I presented for the competition model and to make also a list of preconditions for the model
with the local governments and maybe also for the current situation, and then you know what the preconditions are that
need to be fulfilled to make these three models work. Then you can test for the long-term care that is still in the long-term
care package, whether or to what extent these preconditions are fulfilled, and if you have to make a choice maybe choose

the model for which the preconditions are fulfilled to the largest extent.

That’s one thing. My second advice would be not to do this exercise for long-term care in total, because we always discuss
what to do with long-term care, but when we look into the package of long-term care there is much variation. There are so
many differences between different types of long-term care. So a lot of variation. This also means that if different types of
long-term care have different characteristics then you should also do this exercise “to what extent are the preconditions
fulfilled” not for long-term care in general, but separately for all different types of long-term care that are in the package.

So that would be my advice. Just do this exercise and then decide what to do. OK.

Prof. Hiroyuki Kawaguchi: Are there any other questions? We have some time to answer the questions.



Prof. Hideki Hashimoto: Very quick question. The outcome evaluation — because in terms of the healthcare systems the
outcome evaluations are tricky but still possible by the risk adjustment and other kind of stuff. But for the long term
adjustment systems, it’ s kind of much more tricky and complicated because even though you have the best quality of care,
but still it’s only just slow the decline of the functions. So we need to know what is the projected counterfactual change in
the function and compared to that, to make the evaluation of the systems. So this is really technically and academically

challenging, so what is the use of the outcome evaluation in the long-term care?

Prof. Peter Smith: We’ ve had some experiments in England with patient reported outcome measures, which asked
patients very simple questions about their well-being. So there are five questions about their level of mobility, their anxiety,
their pain and so on. But in aggregate these measures are quite reasonable indicators of first of all the quality of life before
any intervention and then tracking what happens after an intervention. So these have been tried in the acute sector with

before and after knee replacement, hip replacement, and hernia repair.

Prof. Hideki Hashimoto: I think that is quite reasonable for the acute care, but for the long-term?

Prof. Peter Smith: There are now experiments going on with applying that to chronic care. So this would track over
time, what happens to citizens with long-term conditions. Now this was expected to be introduced two years ago and so [
don’t know why it hasn’t been and there may be some technical issues, because of what you say, because it’s more
difficult than we think. But my feeling is that is really the only way in the long-term we can go to have some good
measurement instruments routinely applied to actually try and track changes, so that will help us track the quality of
certain providers, it will help us also track different institutional arrangements to see whether for certain types of patients

different types of care are better than other types. So I think there’s a lot of promise there, but its early days.

Prof. Hideki Hashimoto: Yes, and Prof. Lillrank?

Prof. Paul Lillrank: Outcome based incentive systems are problematic. The medical status of a person can be measured
at any point of time. New technologies make that easier and cheaper. My colleagues in medical device research believe
that within ten years we will have a universal diagnostics machine: you can just walk through a scanner and it says exactly
what your situation is. The technicalities are solvable. The problem is that if you measure outputs and you give incentives
from performing procedures, then service providers have the incentive to maximize production volumes rather than health

outcomes. This is a problem particularly in long-term care where there are rather complex life situations.

Output-based systems require a theory that would make it possible to predict what each person in each situation really
needs. We don’t have that theory and I don’t believe it can ever be made because people are different and situations vary.
That’s why the logic of outcome based system is that the preferred outcomes are given on a general level, but not the exact
procedures that are required to achieve those outcomes. In the example of reducing ambulance traffic for the elderly, the
idea is that caregivers are rewarded for keeping their customers in good shape and see that nothing bad happens. What
needs to be done in particular situations is left for the caregivers to decide. Outcome based incentive systems need to

include a decentralization of decision making to lowest possible level.

Prof. Hiroyuki Kawaguchi: Any other comments?



Prof. Richard van Kleef: Also an important issue for the Netherlands I think is that there is a major risk if you have
good information on cost and hardly any information on quality. We are discussing very important questions now for our
future. Real system changes. And if you change a system, and you will only learn about the cost, and the outcome will be
that the cost will be lower or the growth in cost will be lower, and you have no information on quality, then you may be
too positive on the outcome. So my advice would be not only to the Netherlands but to any country in the world — start
reporting quality in a good way. Even if you do not want to have pay for performance or outcome based payments, but also
for future changes of the healthcare system you need that information in order to judge whether you should change your

system and what the outcome of the system change will be. You can not only focus on the cost. That is too risky.

Prof. Hideki Hashimoto: Thank you.

Prof. Hiroyuki Kawaguchi: Thank you very much for the very interesting discussion, but unfortunately we are running
out of time. So I would like to finish all the schedule of this symposium by thanking all the participants and I also thank

the people who worked for this symposium from the JTB and the Kawaguchi-Seminar. I hope this symposium will be

helpful for everyone who contributes to policy making. Thank you very much.

[END]
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