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A path to value-based health care
for VA and DoD

Looking to commercial best practices to help the
Departments of Defense and Veterans Affairs
transition to value-based care

With health care expenditures approaching nearly 25% of Gross Domestic Product
(GDP), government agencies and organizations throughout the country are in need
of innovative solutions that stem the tide of rising health care costs, while also
improving the quality of care and patient experiences.

This is especially true for millions of our nation’s heroes who receive some or all

of their care through the Military Health System (MHS) and the Veterans Health
Administration (VHA). Because of the sheer size of these systems, in terms of
geographic reach and lives covered, and in consideration that each organization
must manage costs and quality as both a payer and a provider, efforts to provide
unfettered access to high-value, highly reliable care often reflect some of the most
daunting challenges seen across the American health system.

To address these challenges, both the Defense Health Agency (DHA) and the VHA
have emphasized integration of system capabilities to create highly dependable
health systems in a series of coordinated, data-driven initiatives. These initiatives
focus on value by prioritizing quality and safety, eliminating waste and reducing
unwarranted variation to better serve Military Service Members, Veterans and
their beneficiaries.

Legislation, such as the National Defense Authorization Act of 2017 and the VA
MISSION Act of 2018, has taken steps to address these challenges by introducing
value-based payments models within agencies like the Departments of Defense
(DOD) and Veterans Affairs (VA) through authorizing a series of pilot programs.

Value-based care puts the
Veteran and service member
at the center of the

health care experience.



Understanding the basics: What exactly are value-based payments?

The most important thing to know about value-based care is that it puts the patient
at the center of the health care experience ensuring quality at every step of the
process. Fully transitioning to this type of model requires additional attention to
every aspect of the service to ensure that quality is continuously improved, which
reduces costs for patients and providers.
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For decades, the health care system has evolved in a way that pays health care
providers for the volume of patients they treat, not necessarily the value they provide.
Despite spending twice as much as other developed nations on a per capita basis for
health care, the United States has a greater prevalence of chronic disease and overall
poorer health outcomes, as well as higher costs for health care services.

Changing the payment model from the current fee-for-service (FFS) model, which
reimburses services regardless of outcome, to a value-based payment model,
which reimburses outcomes regardless of the services delivered, is a step in the
right direction.

Despite spending two
times what most other
developed nations spend
The Centers for Medicaid and Medicare Services (CMS) defines value-based on a per capita basis for
payments for Medicare as “programs that reward health care providers with health care, the U.S. has
incentives for the quality of care they give to patients.” Value-based care programs

are targeted to support the three tenets to deliver: a greater prevalence of

chronic disease and overall

+ Better care forindividuals poorer health outcomes,
+ Better health for populations as well as higher costs for
. Lower cost health care services.

CMS further defines value-based payments through its Medicaid Innovation
Accelerator Program as “payment models that range from rewarding for
performancein FFS to capitation” and “ties provider payment directly to specific
indicators of quality or efficiency and can be built through rewards and penalties.”

Leveraging experience from commercial
value-based care programs

Commercial payers faced with the challenge to deliver improved care at lower
costs have found ways to incorporate value-based care concepts into the current
reimbursement systems. After gaining experience, they transition to models where
FFSis nolonger the basis of payment.

Figure 1 provides an overview of several different value-based care models, each
model’s high-level objective and notes to consider when implementing.



Figurel

Pay for
performance (P4P)

Bundled payments

Patient-centered
medical home
(PCMH)/Patient-
associated care
team (PACT)

Shared risk

Capitation/Global
payment

Summary of value-based care approaches

This payment model incentivizes providers
to meet targeted performance goals for care
quality and medical cost efficiency using the
existing FFS payment model.

This payment model renders a single
payment to providers for all services to treat a
clinically-defined care episode (i.e., total joint,
perinatal). It can be a true-up model after FFS
claims are completed.

This payment model pays providers to
manage total health care costs for people
with specific chronic health conditions and
not for each event of care. It requires an
updated reimbursement model, stepping
away from the FFS model.

Upside: This payment model allows providers
to share in savings (upside benefit) for the
total cost of care for a defined group of
attributed members. There is no penalty for
not reaching target, and a percentage of the
savings is shared with the providers if the
savings are achieved.

Upside and downside: This payment model
allows providers to share in savings and
budget overages (upside and downside risk)
for the total cost of care for a defined group
of attributed members.

In both options, the target medical cost
for the population is established based on
historical performance. Measurements are
compared to that baseline. This model can
include updated reimbursement models or
it can be designed to be a true-up after FFS
claims are processed.

This payment model pays providers a
specified fixed amount per patient to deliver
services over a set period of time (i.e., per
member per month; percentage of revenue).
Global capitation usually refers to all medical
services (professional, facility, ancillary —
often excludes Rx). The provider has the
financial responsibility and often is delegated
to manage the medical services. This model
by definition is an alternate payment model to
FFS claims payment
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Fixed per member
per month
(PMPM) is paid to
include all medical
services

Easiest toimplement

Can support quality programs
like Stars

Best for discrete procedures like
orthopedics

Engages specialist physicians
directly

Episode payments typically done
outside the claims system

Addresses chronic conditions
Primary care physician-focused

Oftenincludes care coordination
resources and payments for
those services

Promotes physician management
of all aspects of patient care

Promotes management of all
sources of cost

Primary care physician-focused

Providers must be organized to
be successful and may need help
with the new model

The target medical rate is set
based onillness burden of the
group (risk adjusted)

Promotes management of all
sources of cost

Primary care physician-focused

Providers must organize to be
accountable for all aspects of
care and may need help to get
organized

The target medical rate is set
based onillness burden of the
group (risk adjusted)



Results from the commercial market have shown that many delivery systems have
not yet built the fundamental processes and capabilities necessary to successfully
take on risk or move to mature value-based payment models such as capitation.
Many organizations, such as UnitedHealth Group®, see significant value in value-
based care and are creating a path to better health, better care and lower

costs — for everyone.

UnitedHealth Group, which includes both Optum® and UnitedHealthcare®

(the largest health insurance company in America) has more than 15 million
members receiving care from health professionals who participate in value-based
arrangements. Operating over 1,000 accountable care organizations within a
network of care providers, over 110,000 physicians and 1,100 hospitals participate
in UnitedHealthcare value-based care programs. These programs are intended to
help people lead healthier lives by giving them and their doctors evidence-based
health guidelines that result in improved outcomes at lower costs and incentives
that reward more coordinated care.
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UnitedHealthcare currently delivers $73 billion in annual payments through contracts

containing value-based features, with the goal of $75 billion by the end of 2020.
As a result, UnitedHealthcare and care providers in value-based relationships have

worked together to identify and close 50 million gaps in care from 2013 through 2018.

Lessons learned from the commercial space by UnitedHealthcare, combined with
the federal experience of Optum Serve® (the federal health business of Optum and
UnitedHealth Group) could help identify ways to ease the transition to value-based
care for the Departments of Defense and Veterans Affairs.




Considerations for VHA and DHA

Optum and UnitedHealthcare have participated in several value-based payment
programs that have had an overall favorable impact on total costs and patient
quality both in the United States and internationally. Through the participation
and management of these programs, there are several lessons learned that
decision-makers at DOD and VA could consider in planning similar efforts. A
successful value-based payment program has several integrated components,
asseenin Figure 2, with various tasks and activities within each. Each component
contributes to the success of the program.

For example:

Physician engagement and leadership: Physician leadership is a critical success factor
as this type of change requires commitment and investment by physicians to be
successful. It is important to structure attractive programs and payment methods to
ensure physicians continue to learn and contribute to improving the delivery of care.

Provider reporting and data sharing: Data sharing and provider reporting are important
features of successful programs because improvements to care are structured from
fact-based evidence. It is crucial to develop informative provider reporting for all
aspects of care improvement. There can be challenges sharing information across
networks (from primary care to specialty care). Preparing to handle the movement
and sharing of data is necessary, including security to ensure patient safety.

Care coordination: Value-based care models require efficient patient movement
from one aspect of care to the next. Many successful organizations have added
care coordination resources to guide that movement to ensure that care and
financial targets can be met and care is never delayed for any reason.

Contracting and payment coordination: As with all changes to reimbursement,
provider contracts will require amendments addressing the components of any new
model. Payment systems for both providers and payers may need to be augmented
to handle the additional payments presented with value-based care models.

Organizational readiness: Several of the risk-based models require a sufficient
beneficiary population to be credibly measured and produce stable results
year over year. During the organizational readiness assessment, factors such

as membership should be taken into consideration to determine the possible
resources needed and outcomes to be achieved.
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and research across
health care.



Analytics, incremental changes and program
strategy are essential

With all risk-sharing arrangements, especially value-based payment models,
analytics are pivotal to building the care and cost benchmarks. The federal health
systems will want to maintain strong oversight and accountability and make data-
driven decisions as they innovate and optimize. Addressing these two needs, Optum
maintains a secure and reliable database covering nearly 250 million de-identified
lives of data (spanning clinical, claims and employer benefits) used to foster
innovation and research across health care. In combination with the approximately
$6.7 billion of annual investment that UnitedHealth Group provides in technology
and innovation, Optum can provide insights on how to best migrate to value-based
care and optimize the model to provide the highest quality of care. For example, if

a practice that has migrated to a value-based care model discovers areas that are
not improving, by leveraging Optum analytics they can have access to actionable
intelligence that drives the understanding on why the practice has failed to hit key
benchmarks. Optum, through its use of data and analytics tools, can predict cases
that are meeting or exceeding expectations and cases that show risk for immediate
intervention. Optum analytics can also recommend the most effective providers
through data analysis of provider delivery history.

Value-based care requires analysis that identifies specific clinical actions that apply
meaningful insights to positively influence quality measures. Bringing together
data from multiple sources requires precise curation to support the analytics
needed for a value-based care program to be successful. Optum has the ability

to curate large amounts of data from multiple, disparate sources to bring forward
operational and predictive analyses to improve care delivery and also improve the
effectiveness of the value-based care program, as seen in Figure 3.
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As the VHA and DHA look to move to more value-based payment models, one

of the critical areas of transition is the sharing of data to improve outcomes. To
mitigate the impact of transitioning to value-based care, the VHA and DHA can
select models that work with the current fee-for-service and data management
platforms and migrate to more complex and mature paradigms over time as those
capabilities mature. Without completely reengineering the payment systems,
incremental changes can drive a focus on the measurement of outcomes and help
each agency’s leadership plan the transition to value-based payments without
compromising the care or experience they provide.

Many, if not most, organizations looking to implement value-based care models
runinto challenges. These are often the routine challenges to scale that can be
avoided or worked through with the support of experienced change management
consultants and operational designers. Optum Serve has experience working
across the federal health ecosystem to clearly define program strategy in a way
that aligns with both the payer (DOD or VA) and the provider. Optum Serve supports
federal agencies by bringing commerical experience to government health care to
align care pathways, support operational and financial administration processes,
and develop and deliver accurate reporting on value-based programs.

Experience matters: Choose the right partner

One critical step toward actualizing value-based care is partnering with an
organization that not only has the experience in both the public and the private
sectors to drive the best solutions for an agency, but the data, experience and
access to physicians that help agencies navigate the steps needed to transition to a
value-based care model.

Implementation requires experience and scalability. Optum is the largest
employer of physicians and nurses in the United States. It manages provider
practices so while they consult with commercial payers, they are also implementing
value-based care across their clinical landscape. No other commercial company
has this capability.

Agencies can ease the transition to value-based care with Optum helping to
develop an end-to-end strategy that includes creating an achievable plan to bend
the cost curve, satisfy patients and deliver better health outcomes. It is one of the
best ways that Veterans, Military Service Members and others can get improved
levels of care while also minimizing the cost burden on agencies responsible for
those treatments. Those lower costs can then be reinvested back into the care
delivery system, allowing federal health care providers to treat more patients more
efficiently, and provide an optimal level of care with a positive patient experience.
Optum stands ready to help the Defense Health Agency and the Department of
Veterans Affairs develop and deliver better health outcomes for our heroes.

Optum is the largest
employer of physicians
and nurses in the United
States. It manages
provider practices so

the company can more
easily identify key issues
on both sides. No other
commercial company has
this capability.



About Optum Serve

At Optum Serve, we're dedicated to improving health across the nation. As part of
UnitedHealth Group (NYSE:UNH), we leverage our connection to UnitedHealthcare
and Optum to deliver solutions that meet the broad spectrum of health care needs
throughout the federal government. In bringing together our unmatched data with
deep insights from our commercial businesses, we help solve challenges facing the
government today — and uncover smarter solutions for tomorrow. Through close
partnerships, we design tailored offerings that help customers work toward our
shared goal: better health outcomes nationwide.

Supporting mission-critical causes

UnitedHealth Group and Optum are honored to support Military Service
Members, Veterans and their families through partnerships, meaningful volunteer
opportunities and community service initiatives across the country.
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For more information about OptumServe, contact us at:

@ information@optum.com _ optumserve.com
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