Return on investment for THINC – Pay For Performance and Health Care Network Technology Pilot 


Impact on patterns of practice and care

Medical expense reductions and return on investment

Components to return on investment

· Prescribing practices

· Care of chronic disease

As reported in the Annals of Family Medicine September 2004, McMullin et al demonstrated a savings of $4.99 per prescription for clinicians who received evidence based messages compared to those in a control group.  Assuming a minimum of ten prescriptions per year for each IBM member, and 20,000 (MVP) IBM members (exc retirees), this translates to $1,000,000 across the membership in our Mid-Hudson region.

Another way to examine this was provided by HealthAlliant who has worked with THINC on various strategic, financial and governance matters.  They have developed an estimate of the financial opportunity within the region and applied these metrics to the IBM population.  The estimate was developed by comparing THINC regional performance to national best demonstrated practices in several key areas including generic substitution and the reduction of adverse drug events, lab tests and radiology examinations.  For example, the best demonstrated practice for the overall rate of generic substitution is roughly 60% of total prescriptions written.  The THINC region is operating at roughly 43%; creating a 17 point improvement opportunity.  While nationally IBM fares better than this, we do not have any specific reason to think that the physicians in the THINC region serve IBM patients any differently than the rest of the population.  Each point of increased use of generic substitution is worth an estimated $96PMPM.  Thus the formula for the total opportunity is:  Population x Points x Value per Point.  The results are summarized below.  As can be seen, the total opportunity arising from medication management is $13.6 million per year with an additional $13.9 million per year arising from diagnostics services.  Additionally they have calculated the projected cost assuming 100% participation and the projected savings assuming one-third of the opportunity was achieved over time.  This latter assumption is deemed quite conservative as other projects have seen 10+% improvements within a year.  

[image: image1.emf]IBM

Program Points PMPM/Point PMPY/Point Total Cost Points Total

Generic Substitution 17 $0.96 $11.57 $12,390,356 $189,000 5.6 $4,088,818

Adverse Drug Events 7 $0.23 $2.82 $1,242,773 2.3 $410,115

$13,633,129 $189,000 $4,498,933

Lab Utilization 13 $0.33 $3.94 $3,223,974 4.3 $1,063,911

Rad Utilization 20 $0.70 $8.45 $10,646,378 6.6 $3,513,305

Total $13,870,352 0 $4,577,216

IBM Savings IBM Opportunity


As can be seen, the potential IBM ePrescribing investment could be as much as $189,000 per year with a potential savings – assuming one-third of the opportunity is achieved – of $4.5 million.  The current THINC programs do not focus on lab and radiology so this may be thought of as untapped potential opportunity.

In January 2001, Wagner et al reported in JAMA that mean total health care costs were $685 to $950 less each year in patients whose HbA1c declined by 1% or more.  Integrated guidelines, reminders, and registries that are core components of modern EMR systems provide the essential tools to ensure such A1c reductions are achieved.  Assuming a prevalence of 3%, there are 600 IBM (MVP) members with diabetes in the Mid-Hudson region.  If each of those members achieved a one point reduction in their A1c, savings of up to $480,000 could be realized.

The transition from a paper to electronic environment is very costly to practitioners.  Aside from the direct technology costs, redefining workflows and transitional inefficiencies reduce the flow of patient revenue at the very time those funds are needed for the new capital investments.

MVP has committed up to $1.20PMPM to a Primary Care Pay-for Performance program that includes measures of member service, clinical effectiveness and technology adoption.  In addition, a new component has been established to return a portion of the savings realized through increased use of preferred drugs (generics) through ePrescribing.  This component is worth up to an additional $0.25PMPM.

A similar investment by IBM would cost at most $288,000; if every physician’s performance earned the full award.  This compares to the $1,480,000 in potential savings described above.  Our experience has been that while some physicians do achieve top performance, on average just 50% of the potential payout is incurred.  This would make IBM’s contribution to the P4P program approximately $144,000 with an expected return of six times that amount.

A description of MVP’s P4P program is attached.  The Technology Component in this report relates to MedAllies usage.  This will convert to ePrescribing or EMR usage when the THINC project goes live this summer.

A summary of the new MVP Preferred (generic) Prescribing P4P is also attached.  This program will start when the ePrescribing module is activated.  It has been designed to accommodate a collaborative program involving multiple health plans and employers.

An IBM-MVP partnership in support of the efforts being taken by practitioners across the Mid-Hudson region will be widely recognized for the leadership it demonstrates.  The opportunity for such collaboration has already helped the THINC initiative to gain national recognition.  

Brief summary on -- IBM Healthcare Collaboration Network (HCN)

In general, hospitals that use the HCN software internally for quality-of-care purposes can provide the network with automatic feeds of real-time data from their clinical systems, such as lab, pharmacy, or claims systems, which contain symptom and diagnosis codes. The HCN software can help the hospital analyze that data and set alerts for unusual patterns or variables, such as when a patient has an abnormal lab results or a when a heart-attack patient wasn't administered a beta-block drug within a certain time frame after being admitted to the hospital. This can help doctors provide earlier intervention to patients.  In addition HCN in a RHIO or regional setting becomes a powerful public health bio-surveillance tool, the software can help public-health officials analyze clinical data patterns from nearby hospitals, for instance, to determine whether an unusually high number of off-season, flu-type symptoms or antibiotic prescriptions among patients living within certain ZIP codes could indicate the outbreak of a disease or possible bioterrorism.  What makes this an extremely powerful tool is that it allows many disparate applications to communicate.  As you can imagine this would be a powerful tool for a MVP.  

Recommendations:

1) IBM match MVP P4P program as a pilot and way to encourage providers to engage in appropriate Health information technology. 

2) MVP provides the support for this P4P program.  MVP was asked and agreed to do this at no additional cost to IBM.  

3) IBM monitors carefully the true ROI on this effort.  This should be done in conjunction with MVP and as part of the THINC/Harvard research program.   

