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Objective 

• Using funding policy as one lever to support a 
high-performing healthcare system 

Better 
Health 

Better 
Care 

Lower 
Cost 



Hospital funding mechanisms: 

Type of Funding 
Number of 

Cases 
Spending 
Control 

Transparency 
Cost 

Efficiency 
Quality 

Per Diem /  
Cost Plus 

Yes No No No Flat 

Global Budget No Yes No Flat Flat 

Adapted from: R. Busse, EuroDRG project 



Hospital funding mechanisms: 

Type of Funding 
Number of 

Cases 
Spending 
Control 

Transparency 
Cost 

Efficiency 
Quality 

Per Diem /  
Cost Plus 

Yes No No No Flat 

DRG / 
Case-based 

Yes No Yes Yes Flat 

Global Budget No Yes No Flat Flat 

Adapted from: R. Busse, EuroDRG project 

US Medicare 

European Countries 



Evidence to Date 

• Medicare, Europe and now Asian countries… 

– Activity 

– Length of Stay 

– Spending 

– Cost-Efficiency 

– Quality 
 

 

What else did these 
countries experience? 

• Over-use/mis-use 

• Risk selection 

• Upcoding 



Perspective: Annual % Change  
in total health and hospital spending 

Source: CIHI 



Navel-Gazing? 
Wait Times  

• Last in access to specialist 

• Last in access to elective surgery 

 

 

 

 

Spending Control   Cost Efficiency  Quality 

 

Ref: Commonwealth Fund 



What’s Missing? 



What are other countries doing about the missing 
elements that case-based payment doesn’t provide? 

Lever Quality Fragmentation Effectiveness 

Funding Policy 
Value-based Purchasing 
and Non-Payment 

Episodes of Care Episodes of Care 

Meaningful Use of EHR 
Meaningful Use 
of EHR 

Organization and 
Delivery System 

Accountable Care 
Organizations 

Accountable Care 
Organizations 

Accountable Care 
Organizations 

Medical Home Medical Home 

System-Level 
Cross Sector Data Standardization 
Patient Outcomes and Experience 



Accountability for Quality: Hospitals 
Value Initiatives Non-Payment for Poor Quality 

Medicare: 
• Redistribute percentage of 

payments to high quality 
hospitals 

England: 
• Percentage reduction in 

payments for poor quality 
standards 

France: 
• Payments for quality 

improvement 

No additional payments for 
related admissions in 30 days: 
• Medicare 
• England (NHS) 
• Germany 

LHIN All Cause Readm 

  6          9.6% 

  7          9.6% 

  8          9.5% 

 12        12.5% 

 13        12.3% 

 14        13.4% 



Accountability for Quality: All 
Episodes of Care 

START: Hospital START: Post-Acute Care 

All care during a defined period 
of time 
 
• Triggered by a hospitalization 
• Includes physician payments 
• Chronic and Acute events 
• Based on 2 years historical 

utilization and cost data 
 
 

All care during a defined period 
of time 
 
• Triggered by an admission 

into post-acute care (nursing 
home, rehabilitation, or home 
care) after a hospitalization 

• Includes physician payments 
• Based on 2 years historical 

utilization and cost data 



“A network of organizations that provides or arranges to provide a 
coordinated continuum of services to a defined population and is 
willing to be held clinically and fiscally accountable for the 
outcomes and the health status of the population served.” 

 

Accountability for Quality: All 

Ref: Shortell, R.R. Gillies, and D.A. Anderson, “The New World of Managed Care: 

Creating Organized Delivery Systems,” Health Affairs (Winter 1994): 46–64. 

Single 

Accountability: 

Clinical / Cost 

Expanded:  

Quality 
Measures 

Incentives: 

Fragmentation 
Ineffective 



Reflections from Ontario 
• Hip Fracture Care: 

LHIN of Residence Index Event Average 30 day Cost Average 90 day Cost 

Overall $20,574 $29,537 $37,882 

4 $21,854 $30,769 $39,577 

5 $19,171 $27,858 $35,665 

6 $18,817 $29,797 $38,691 

7 $20,632 $33,063 $44,679 

8 $19,941 $30,310 $38,888 

12 $20,475 $28,187 $36,319 

13 $27,366 $32,495 $40,178 

14 $20,581 $29,593 $39,971 

  First Discharge Location 

LHIN of Residence CCC LTC NRS HOME 

Overall 14% 20% 32% 34% 

4 21% 20% 24% 36% 

5 20% 21% 27% 31% 

6 13% 15% 45% 26% 

7 19% 14% 48% 18% 

8 11% 19% 46% 25% 

12 12% 24% 21% 42% 

13 8% 29% 10% 53% 

14 22% 17% 22% 38% 

  90 Days Following Discharge from Acute Care 

LHIN of Residence 
All Cause Inpatient 

Readmission ED Visit 
Doctor Visit  

<7days 

Overall 17% 28% 90% 

4 15% 26% 90% 

5 16% 25% 90% 

6 17% 24% 91% 

7 19% 32% 94% 

8 18% 28% 94% 

12 14% 26% 90% 

13 19% 31% 78% 

14 22% 38% 82% 



• Ontario has develop sophisticated clinical and 
administrative data collection 

– Know what services people are accessing 

– Cost and location of services 

• Challenges: 
– Meaningful change in accountabilities will require physician 

participation 

– Some outcome measures, few process measures 

– Long history of silo-based organization, delivery and funding 

 

Accountability for Quality: All 



Discussion 

• QBPs are not far removed from other countries 
efforts to achieve more for healthcare funding 

• Integrating quality into funding policies is trying to 
address short-comings of other funding policies 

– Canada and Ontario are laggards in reform efforts to 
achieve better value from healthcare spending 

– Reforms are challenging 

• Research from the UK demonstrates significant mgmt turnover 



• Significant potential 

• Current system has 
many limitations 

• Plenty of risks 
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