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August 8, 2007
RE:  Request for Quote – Developing bundled payments for outpatient procedure episodes
Interested Party:

You are invited to submit a technical and cost proposal for the attached Statement of Work.  Please review the statement of work and provide a response to our office by close of business 
August 24, 2007. The technical portion of your proposal should be limited to five pages.  Submit your electronic response to procurement@medpac.gov. 
Should you require any additional information regarding the statement of work, please feel free to contact me at the phone number/email below.

Thank you for your consideration, 









Sincerely,









Timothy Gulley









Contract/Personnel Manager








Phone - 202-220-3714


Email:  tgulley@medpac.gov
STATEMENT OF WORK 

Performance Period:  September 4, 2007 to March 31, 2008

I. PROJECT TITLE

Developing bundled payments for outpatient procedure episodes

II.
DESCRIPTION


A. Objective

The objectives of this project are to: 

a)
Identify outpatient procedures that would be viable candidates for bundled payments for an episode of care (procedure plus related services) 

b) Examine the distribution of these procedure episodes among hospital categories (e.g., rural vs. urban).

c) Explore policy issues related to bundling; e.g., potential for unbundling, patient selection. 

B. Rationale

Spending for hospital outpatient department services has been growing rapidly since 2003 (Figure 1). Total payments for services paid under the hospital outpatient prospective payment system (PPS) increased by an average of 8 percent per year between 2001 and 2005, and reached $26 billion in 2005 (CMS 2006). One option for encouraging more efficient use of services would be to combine procedures and visits provided by a hospital over a period of time into a single payment unit (bundling). Developing a single payment for an episode of care is challenging because patients within a given episode may require very different services and many different providers across various settings may be involved in the same episode. 

During the development of the outpatient PPS, some researchers suggested creating episode payments for surgical procedures that would include the procedure plus pre- and post-surgical services, such as diagnostic tests, similar to the global surgical payment policy under the physician fee schedule (Miller and Sulvetta 1995). Bundling payments for a surgical procedure presents fewer policy and operational challenges than bundling payments for a chronic condition (e.g., low back pain or diabetes). It should be easier to identify which services are clinically related to a surgical procedure than to a chronic condition. There may be less variance around a surgical episode than a chronic condition episode, which reduces the financial risk on providers. 

This contract will examine whether bundled payments can be designed for outpatient surgery and other procedures. We are interested in exploring two options for bundled payment: (1) the bundle only covers services provided by a hospital outpatient department, and (2) the bundle covers services furnished by multiple ambulatory providers (e.g., hospitals, physicians, independent clinical labs). 

C. Data 
The contractor shall use CMS data from 2005 on Medicare claims from the outpatient and carrier files, hospital-level data (e.g., number of beds) from the provider of services file, and data from the physician RVU file. MedPAC will provide these files, subject to MedPAC’s data use agreement with CMS.  

III.
TASKS

1. Participate in kick-off meeting 

The contractor shall participate in a kick-off meeting with MedPAC.  During this meeting, MedPAC and the contractor will discuss the study’s timeframe, objective, tasks, and deliverables.  

2. Identify procedures and their related services that would be viable candidates for bundled payments 

The contractor shall use Medicare claims data and consultations with clinical experts to identify 5-10 procedures as candidates for bundled payment. The payment bundle would include the procedure itself and other services that are clinically related to it, such as pre-operative tests, follow-up visits, physician services, supplies and devices that are paid separately, and related minor procedures, furnished over a period of time. Examples of procedures that could be candidates for bundled payment include cataract surgery, laparascopic cholecystectomy, cardiac angioplasty, and arthroscopy. The criteria for selecting procedures shall include:

· Total spending on the procedure,

· Ability to identify other outpatient and physician services that are clinically related to the procedure,

· Number and cost of the related services (the ideal bundled payment would capture a fairly large set of services that are currently paid separately),

· Whether risk-adjustment is necessary and feasible, and

· Availability of quality measures for the procedure.

The contractor shall provide an interim report that describes each candidate for bundled payment, explains the rationale for selecting it, and includes:

· spending on the procedure itself (in total dollars and as a share of total outpatient PPS spending),

· the global period for the physician payment associated with the procedure (0, 10, or 90 days)

· total spending on the procedure and its related services (in total dollars and the distribution of those dollars among different provider types (outpatient PPS, clinical laboratory, DME, and physicians));

· Average payments for each surgical episode, the variance around the mean payments for the entire episode, and the variance around the mean payments for each provider type within the episode;

· A list of each procedure’s clinically-related services that would be included in the episode bundle (including the HCPCS, description, APC (if relevant), and APG (if relevant));

· For each episode’s clinically-related services, the payment rate for that service and that service’s share of total payments for episode, and

· Frequency with which the related services are provided by the same hospital that provides the surgery vs. other providers.

The contractor shall discuss with MedPAC the list of proposed candidates for bundled payment to finalize the surgical episodes to be examined in task 3. 

3. Examine the distribution of the procedure episodes selected in task 2 among hospital categories. 

Using hospital data provided by MedPAC, the contractor shall analyze the distribution of the episodes selected in task 2 among hospital categories. This will help identify which types of hospitals would be affected by the proposed bundled payment policy. The categories shall include location (urban vs. rural), teaching status, bed size, and other categories to be determined by the contractor and MedPAC. 

Within each category (e.g., location), the contractor shall calculate the distribution of each episode across the types of hospitals in the category (e.g., urban and rural) and each episode’s share of total outpatient PPS volume in each type of hospital (e.g., episode X represents 5% of total outpatient volume in urban hospitals and 2% in rural hospitals).  The contractor shall provide the results of this analysis to MedPAC as an interim report. 

4.
Explore policy and operational issues related to bundling

The contractor shall provide a written discussion of policy and operational issues related to bundling payment for procedures. These issues include: 

· Which procedures would be better suited to a bundled payment that only includes hospital outpatient services? 

· Which procedures would be better suited to a bundled payment that covers multiple provider types? 

· The potential for bundled services to be unbundled by the hospital that provides the surgery (e.g., pre-operative tests are done in another hospital),

· The potential for hospitals to select healthier patients who require fewer services within the bundle, or to avoid sicker patients who require additional services,

· Options to limit unbundling and patient selection, 

· Options to ensure that hospitals are not skimping on care within the surgical episode (e.g., quality measures),

· Options for providers to share a bundled payment when multiple providers are involved in furnishing the care. 

5. Prepare a draft report

The contractor shall prepare a draft report that shall include: 

1) study objectives and research questions, 

2) methods, 

3) interim report from task 2, 

4) interim report from task 3,  

5) policy discussion from task 4, and  

6) caveats of the analysis. 

6. Prepare final report

The contractor shall revise the draft report based on comments from MedPAC staff.

IV.
DELIVERABLE SCHEDULE

Deliverable



Due date
Kick-off meeting



1 week after award

Interim report, task 2



14 weeks after kick-off meeting

Interim report, task 3



18 weeks after kick-off meeting

Draft final report (task 5)



22 weeks after kick-off meeting

Final report



2 weeks after comments on draft report received from MedPAC
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