Saving lives and costs: a contribution to the sustainability
of health care

Driving Change In Health
Care — A quality agenda
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Curative care: OQur starting point (pre 2006)

 Tradition of private initiative
— Hospitals, nursery homes privately owned
— Medical specialists and general practitioners mostly private entrepreneurs

* Mixed public/private insurance
— 60% social insurance (below average income level)
— 30% private insurance (no government interference)
— 10% civil servants, elderly, etc.

« Growing government interference (from + 1980 onwards)
— Main objective: Cost containment
— Detailed price regulation, budgeting
— National, and regional planning, and licensing
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System-related problems stressed the need for reform

Unexpected financial

Lack_ of cost effects around
consciousness Consumers income threshold

Fragmented

Lack of )
insurance market

transparency

Providers Insurers

» Lack of efficiency

» Lack of innovation Different rules
» Waiting lists
Strategy& 3. September 2014 Prepared for VGZ
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The question of productivity became increasingly urgent
given the tight labor market

Labor scarcity in future may put additional Salary explosion from the past are illustrative

pressure on cost of this may increase health care costs
(Labor deficit health care 2010-2025)

470.000 20.000
T ommmmm __-490.000 6
(%)
O T T T =1
1996 1998 2000 2002 2004
2
Increase in Increase in Gap _
Need for Labor Supply of Labor — Annual salary Incidental salary
Sources: CPB Netherlands Bureau for Economic Policy Analysis; ZIP innovatie; Strategy& analysis
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The 2005—2006 reform intended to boost productivity in an
inefficient health care system

System pre-2006: macro Growing pressure on The 2005-06 reform: More
effective but micro inefficient the system to change efficiency to accommodate
volume
 Effective macro instrument * Social problems: 1
— Cost containment on macro waiting lists
(national) level Q (Volume)
- Eollcy |n_1ple_mentat|on through « More costs
Intervening in the system
. .  Political strains
But problematic on the micro P (Price)
level .
— Micro inefficiency Law suits
— Lack of spirit of enterprise and
innovative climate . >
— Rationing — waiting lists Time
* Volume growth is a fact of
life: Ageing, innovation
» More efficiency is needed to
deal with volume growth
» Competition will lead to more
efficiency and lower prices
Strategy& 3. September 2014 Prepared for VGZ 4
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We envisioned competitive dynamics contributing to cost
control and quality of care

The competition model + Room to move
— Freedom of nominal premium setting

— Freedom to offer supplementary deductibles, group
discounts, and extra insurance

— Freedom of contracting (insurer < health care provider)

— Freedom of price negotiations

— Freedom of capital investments (capital costs in DRG’s)

Insurers compete with
each other on the
basis of quality of

Provider compete contracted care, price,
for consumers on Consumers and coverage
the basis of quality of extrainsurance + Changed incentives and responsibilities

— From budgeting to output pricing/p4p

— Insurers and providers have to compete for clients
— Quality indicators for hospital and outpatient care
Increase amount of risk of insurers and providers
Duty of care for health insurers

» Clear government safeguards
— Compulsory acceptance for basic insurance

Providers _ Insurers — Compulsory health insurance and income related
subsidy
— Legally defined coverage of basis insurance
Providers compete — No premium differentiation between insured
with each other on — Health Care Authority (market development, price
quality and price for regulation)
insurance contracts — Health Insurance Board (package of entitlements, risk

equalization)

Strategy& 3. September 2014 Prepared for VGZ 5
VCS_Driving Change in Health Care in The Netherlands.pptx



The health care reform has been successful

Waiting lists have been virtually eliminated

Substantial increase in transparency as a result of DRGs
— Better view on real costs of treatment

— Better registrations

— Better view on practice variation

Prices have decreased

And ... we are increasingly capable of controlling volume growth

Strategy& 3. September 2014 Prepared for VGZ
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Negotiations for the free DRG segment resulted in lower

prices

Price development hospital DBCs 2006-2010 (%, nominal)

3.8
29
2.5 21 23 2.6
15 15
1.3 11 1.4 11
0.4
0.0
I T
2006 2007 2008 2009 2010
Main | | |
additions Knee Arthritis Pregnancy Birth Cardio
>to Cataract Cataract Stroke
) Hip Arthritis Pacemaker Follow-up Cardio
B-segment Slipped Disc Meniscus Skin Cancer
Diabetes Breast Cancer
0,

Share % 10% 19% 34%
B-segment

N A-Segment A-Segment corrected for budget reduction§ \- B-Segment 2005 [ ] B-Segment 2008 [ ] B-Segment 2009J

A v
Fixed prices — set by health regulator Free prices —to be negotiated between insurers and providers

Sources: Marktscan Medisch Specialistische Zorg 2011; Nza. Onderhandelen over ziekenhuiszorg; Vektis 2009
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Health care reform succeeded in lowering prices, but it did
not curb volume growth

Total growth in hospital expenditures (%)Y Price increase (%)
11.0
_ . * Health care reform
Strict Wait list Health care reform: .. h
budgeting reduction competitions 24 _(C0mpet|t|0n) as
¢ >< >< > . indeed led to lower
ener 2053 55 prices (driven by B-
13.8 eneric
Inflation? 1 21 segment)
] 0.9 -0.59
99 00 01 02 03 04 05 06 07 08 09 10
99 00 01 02 03 04 05 06 07 08 09 10 Volume growth (%)  But since the health
care reform volume
: rowth ler
The 2005-2006 Reform Paradigm . _?_:(\j’: ’:Cccr?aells:lei-
» Volume growth is a fact of life: ageing, y ge:
innovation | volume growth

reduction without the
waiting lists of the
nineties

* More efficiency is needed to deal with volume
growth

» Competition will lead to more efficiency and
lower prices

99 00 01 02 03 04 05 06 07 08 09 10

1) Hospital expenditure include day and/or night cost and include specialist health care (4) Estimate based on “Marktscan Medisch specialistische zorg 2011”

2) Consumer Price Index CBS

Sources: CBS Statline (Zorgrekeningen; expenditures at current and constant cost); RIVM Performance Of Dutch Health Care 2010; Stijging Zorgkosten ontrafeld; VGE;
Marktscan Medisch specialistische zorg 2011; BoStrategy& analysis
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The US experience also suggests controlling prices may
focus on the wrong part of the equation

Example US Medicare

* Medicare has committed significant effort to
figuring out the “ideal” price paid per unit of
service to curb spending, when use rate is
actually the more important variable

Total Cost =
Price x Use Rate

* The use rate is a direct function of the medical
practice style in the delivery system

Sources: Mayo Clinic - Robert Smoldt

=

l

Growth (%) in physician fees compared with
growth in total expenditures

7.4 7.4

-0.7
1997-2001 2001-2005

I Physcicain fees
[ ] Physician expenditure per Medicare Benificiary?)

Strategy&
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The Medicare price control cycle: cutting prices drives

volume up

Sources: Mayo Clinic - Robert Smoldt

Cost

too high

Reduce line item
payment rate to
providers

Providers

See more patients Order more
per day tests, images

Costs go

up anyway

Strategy&

3. September 2014
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Usage is not a US problem: Higher rates in NL for hip
replacements, TURPs and tonsillectomies

Incidence rates in the Netherlands and the USA
Number of treatments per 1000 population

. . . . | .
Tonsillectomy? Benign prostatic Hip IAppendectomy2 Cholecystectomy?3 Knee Congestive Coronary
hyperplasia replacement! replacement? heart failure - angioplasty?
L (BPH) - TURP? 1 Hospitalization*
Treatment rates higher in NL than in the US Nne B usa

Sources: 1) OECD 2009, 2) NL: DIS 2006-2007; USA: HCUP 2006, 3) Laparoscopic versus small-incision cholecystectomy, F.Keus , 2008, 4) NL: DIS 2006-2007;
USA: CDC 2010
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The US is not an outlier in health usage — Budget based
German health care ranks high

Hip replacement surgery, Knee replacement Coronary angioplasty Caesarean sections
per 1000 population, surgery, per 1000 (PCI), per 1000 per 100 live births,
2009 population, 2008 population, 20099 2009V
Germany Germany Germany 5.82 Brazil
Switzerland United States Belgium China
Belgium Switzerland United States Turkey
Denmark ) J
Finland Norway Mexico
Norway
France Denmark Austria Italy
Sweden Belgium Slovenia Switzerland
Netherlands Australia Israel United States
United Kingdom Canada France Australia
Finland United Kingdom OECD Germany
i Swed
United States weden United Kingdom Canada
Australia Netherlands
Greece Ireland
OECD France
Italy OECD Sweden OECD
New Zealand Spain Poland Spain
Greece New Zealand Netherlands New Zealand
Canada Italy Australia United Kingdom
Ireland Korea Switzerland France
Spain Norway Spain Israel
Portugal Portugal Italy Russian Federation
torael P | 1.18 Indi
poland Israel ortugal . ndia
Chile Ireland New Zealand 1.17 Belgium
Korea Chile Canada 1.05 Norway
Mexico Mexico Mexico Netherlands
1) Or nearest year Source: OECD, Strategy& analysis
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Ageing is often blamed for volume growth. Wrong!

Population growth (%)
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Growth in number of admissions per

patient per year (%)

1) Volume growth is based on CBS total hospital and specialist expenditure figures at constant cost
2) Defined as total hospital and specialist expenditure figures at constant cost divided by the total number of admissions

3) Isolated effect of population ageing on driver
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Sources: CBS Statline (Gezondheid en Welzijn); RIVM Performance of Dutch Health Care 2010; Kosten van Ziekten 2005; Strategy& analysis
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Over the next 15 years, ageing will continue to drive
volume, but yearly impact does not exceed 1%

Forecasted population ageing and growth Estimated impact of ageing on yearly
(In Mn people) volume growth (%)
20

0.8 0.8 0.8

15

10

(3]

0.0

0
2010 2015 2020 2025 2030 2035 2040 2045 2050 2008 2015 2020 2025 2030 2035 2040 2045 2050

15.3% 19.9% 24.2% 27.1% 26.3% Share 65+ in total population

* Hence, a strong need to reduce any volume growth on top of ageing

Sources: United Nations; Department of Economic and Social Affairs; Strategy& analysis
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The challenges to overcome for the payors

We pay volume instead of quality We pay in a fragmented way

4 [y

Source: Strategy&

Strategy& 3. September 2014 Prepared for VGZ
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Acceptable medical practice is an enormous grey area —
offering lots of room to respond to price and volume
incentives and to counter disruptive innovations

Acceptable Medical Practice

Many sources of medical uncertainty
* Vague boundaries between wellness and
disease (e.g., elevated PSA levels)

* lterations between diagnosis and treatment
Underuse + Clarity about the desired outcome of care Overuse
(e.g., life expectancy versus quality of life)

* Multiple interventions to chose from with
different risks and benefits
» Skewedness of clinical trials to healthy, young

Everything that is generally slgllz Eemabien FEiznE Nothing that is generally

accepted as necessary § °* Information loss caused by handovers 1 accepted as inappropriate

The human body is a nearly endless source of revenues” — A medical specialist

Strategy& 3. September 2014 Prepared for VGZ 16
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We may be inclined to overestimate the effectiveness of

medical care

Attitude of an average patient

Ever increasing
(early) diagnostic
capabilities

Evidence for
every day care

Alignment doctor
and patient
preferences

It is better to know
The earlier you know the better

If the doctor offers it, it will be effective
No harm in trying

The doctor will know what is best for me

Strategy&

3. September 2014
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Over diagnosis is a real-risk; example lung cancer
screening

Smokers are at 17 times higher risk of death But the number of abnormalities identified
as aresult of lung cancer spiral CT diagnosis of lung cancer is similar

Number of deaths per 1,000 over five years for smokers and non-smokers
Diagnosed cancer per 1,000 scans

11.5
10.5

3.35

0.20

Never Smokers Smokers Never Smokers Smokers

Sources: Over diagnosed (Welch); Strategy& analysis
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VCS_Driving Change in Health Care in The Netherlands.pptx



9 Diagnostic Effectiveness

Over diagnosis for kidney cancer?

New kidney cancer diagnoses and deaths
Per 100,000 people

14

New

Diagnoses
12 A

10 -

4 e — —— Mortality

0 T T T T T 1
1975 1980 1985 1990 1995 2000 2005

Sources: “Over diagnosed”; Welch; Strategy& analysis
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9 Diagnostic Effectiveness

What about other cancers?

Cancer and diagnoses U.S.

Skin Cancer Per 100,000

25 -

Pancreas cancer Per 100,000

12 -
New
20 - New 10 1 Diagnoses
diagnoses 8 -
15 + g
10 °7
4 -
5 4 . 2 - .
Mortality / Mortality
0 T T T T T 1 O T T T T T 1
1975 1980 1985 1990 1995 2000 2005 1975 1980 1985 1990 1995 2000 2005
Prostate Cancer Per 100,000 Breast Cancer Per 100,000
250 - 175 ~ New
200 150 4 Diagnoses
Diagnoses 100 7
100 - 75 1
50
50 - . .
Mortality 25 1 —— Mortality
0 T T T T T 1 0 T T T T T 1
1975 1980 1985 1990 1995 2000 2005 1975 1980 1985 1990 1995 2000 2005
Strategy&

3. September 2014
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Results from a 25 year randomized clinical trial in Canada
suggest that breast cancer screening does not save lives

Breast exams and
Breast exams
mammography

Population 44.910 women 44.925 women

Diagnoses with 3.133 women 3.250 women
breast cancer

Died with breast 500 women 505 women
cancer

‘And the screening had harms: One in five cancers found with mammography
and treated was not a threat to the woman’s health and did not need treatment
such as chemotherapy, surgery or radiation’

Strategy& Prepared for VGZ 21
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Screening for dementia: are patients aware that they are
risking to be overdiagnosed

A BMJ study

Screening Population 100

|
|
Correctly diagnosed as not having dementia _
|
|

Incorrectly diagnosed as not having dementia

Correctly diagnoses as having dementia H

Incorrectly diagnosed as having dementia - 23

Number of people

Strategy& 3. September 2014 Prepared for VGZ 22
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We may be inclined to overestimate the effectiveness of

medical care

Attitude of an average patient

Ever increasing
(early) diagnostic
capabilities

Evidence for
every day care

Alignment doctor
and patient
preferences

It is better to know
The earlier you know the better

If the doctor offers it, it will be effective
No harm in trying

The doctor will know what is best for me

Strategy&

3. September 2014
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No evidence for more than half of our common medical
treatments

51% of ~3,000 commonly used treatments in the U.K. Was of unknown effectiveness
Rating by a team of advisors, peer reviewers, experts, information specialists, and statisticians

51% 100%

0
5% 36 ___
70 T
23% T
11%
Beneficial Likely to be Trade Off Unlikely to Likely to be Unkown Total
Beneficial Between Benefits be Ineffective Effectivenes
and Harm Beneficial or Harmful S

Note: Study based on ~ 3,000 treatments
Sources: Clinical Evidence website 2011; How much of orthodox medicine is evidence based? 2007; Strategy& analysis
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D cerce

Practice variation for common elective surgeries

Indexed between hospitals in 2009V Practice
variation?

Spinal Disc Herniation ¢ * ! - @
Constricted Carotid Artery r—r— *
Peripheral Arterial Occlusive ¢ ¢ : — ¢ @
Disease !
Varices ¢ e * @
Carpal Tunnel Syndrome —r—o
Benign Prostate Hypertrophy ¢ r—r—e 48%
Disease Of Adenoids And ——— 46%
Tonsils |
Knee Replacement —o—¢ 4 45%
Cataract ——e * 28%
Hip Replacement Due To Osteoarthritis . 00— 25%
Inguinal Hernia L ¢ : —o0—o 20%
Gallstones And Cholecystitis —o—o 20%
% High practice variation N N A' N -

X% > Above average practice variation |_ovW 2§p Mean 100 7ép th 1,000

X%  Low practice variation

1) Corrected for Sex, Age, and SES  2) Difference between p25 and p75 > 50% are regarded high practice variation, differences > 25% and, < 50% are regarded mediocre
variations Note: Hospitals with 10 or less operative DBC'’s are not taken into account
Sources: Rapport indicator indication setting Plexus; Strategy& analysis
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D cerce

Practice variation is common in health care — Also in The
Netherlands

Risk adjusted conversion ratio benign prostatic hyperplasia per hospital
Number of surgeries per 1,000 BPH-patients per year
300 -

250 A
200 o
150 -

100 -~
50 ~
0 4

Risk adjusted conversion ratio cataract surgeries

The differences
between high and
low conversion

Number surgeries per 1,000 cataract patients ratio’s are too
2,000 - large to be
interpreted as
1,500 care of the same
quality
1,000
0 -
Academic institutions —— Average

Hospitals (in The Netherlands)

Source: Plexus
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D cerce

Practice variation is as much a Dutch problem as a US
problem

Practice variation
Systemic Component of Variation (SCV) — 2006-2007
B N B usA

1
COPD Bacterial Hip fracture Congestive Knee Cholecystectomy Hip Benign prostatic
pneumonia heart failure replacement 1 replacement hyperplasia
|
! (BPH)

More practice variation in NL than in the US |

Note: NL variation determined over about 450 municipalities. Population corrected for age and income differences; USA variation determined over average treatment rates per
Hospital Referral Region (200). Population corrected for age, sex and race differences
Source: Plexus Voorstudie naar praktijkvariatie in Nederland’, Dartmouth Atlas of Healthcare, Strategy& analysis
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Supply induced demand, and investing in health care does

not necessarily buy quality

Mortality rates are higher for higher healthcare spending regions
Adjusted relative risk for death during follow up for every 10%
spending increase

1.00 1.02 1.00 1.06 1.00 1.05

Ql Q5 QL Q5 Q1 Q5
] Hip Fracture [ colocteral cancer [ Acute MI

Physicians perception of quality is lower for higher healthcare
spending regions % of 10.000 interviewed physicians

0,
64% D066 o0 10%  72%.77%

B Low Spending

Patient-reported quality is lower for higher healthcare spending
regions
Change in satisfaction relative to quintile 1 in percentage points

1.00 1.00 1.00 5 g3 1.03 1.01 1.00 1.00 1.01 0.99

Ql Q2 Q3 Q4 Ql
B Acces to care [ Global Quality

HCl index is higher for higher spending regions. However more
patient rate their health care negatively

15 14%

9%
0.7

Ease of Hospital Ability of High Ongoing patient Ability to provide = High Spending ) ..
Admissions Quality Care relationship high quality care HCI Index Patients gving
negative rating
Note: HCLindex measured by inpatient care intensity. Calculated as the simple average of the ratios to the national average of time spent in the hospital and the number of inpatient physician visits

Source: &Fa?g&wuth Institute for Health Policy and Clinical Practice - Health Care Spending, Quality and Outcomes; Booz & Company analysis
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We may be inclined to overestimate the effectiveness of
medical care

Attitude of an Average Patient

Ever increasing
(early) diagnostic
capabilities

* Itis better to know
» The earlier you know the better

Evidence for « |If the doctor offers it, it will be effective
every day care * No harm in trying

Alignment doctor
and patient » The doctor will know what is best for me

preferences

Strategy& 3. September 2014 Prepared for VGZ
VCS_Driving Change in Health Care in The Netherlands.pptx
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9 Patient preferences

Patients usually chose differently (and more
conservatively) than their doctors

Change in number of treatments after shared decision making with simple
decision aids B-30%

Breast cancer surgery: surgery or wait -74%
PSA screening: screening or not

PSA screening: screening or wait

Ischemic heart disease treatment: surgery or wait

Benign prostate disease treatment: uptake or not

Hormone replacement therapy: uptake or not

Atrial fibrillation treatment: uptake of Warfarin or not

Breast cancer genetic testing: screening or not Insignificant Results
Birthing options after previous caesarean: ' §
vaginal birth or caesarean

Colon cancer screening: screening or not

Ir:lsignificant Results

64%

Hepatitis B vaccine: uptake or nothing 76%

Source: The Cochrane Collaboration (Wolf; 1996; Volk; 1999; Man-Son-Hing; 1999; Morgan; 2000; Dodin; 2001; Auvinen; 2002; Frosch; 2003; Whelan; 2004); Strategy&
analysis
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|
Saving lives and costs

Enhancing the guality and
appropriateness of care has the
potential to lower costs and
Increase the sustainabillity of
health care

eeeeeeeeeeeeeeeeeeeeeeeeeeeee
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9 Patient preferences

Decision aid also have substantial impact in practice

Informed patients choose more
conservatively (~9500 patients in
Washington State)

- Nijmegen: IVF Patiénten kiezen vaker
@ voor de doelmatige optie

100 100 ;
» Keuze tussen dubbele embryo transfer ‘

(hogere zwangerschap kans, ook hogere
kans op medische complicaties van
meerling) en single embryo transfer

* Cyclus 1: 43% van de patiénten voor een
single transfer versus 32% in de
controlegroep

Hip replacement Knee repplacement

* Cyclus 2: 26% van de patiénten voor een
single transfer versus 16% in de
controlegroep

I o decision aid
- Use of decision aid

12-22% lower costs

Strategy& 3. September 2014 Prepared for VGZ 32
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e Patient preferences

|
Person centered care increase quality and lowers costs:

Example hip fractures Sweden

Patient centred care for Hip fractures

» Care pathway tailored to the Fewer hospital days
individual’s needs

_ _ _ Control Group 26
« Starting point: Tailored to the

. y l?
patient’s needs Intervention group 12

— What was the patient capable of before the
fracture?

— What is the social network of the patient? Successful rehabilitation

_ e o
What are her objective in life~ Control Group 48

— Which steps to independence are mostly @
valued (e.qg., taking care of personal 64

hygiene) Intervention group

A

» Differentiated care for different
personality types, e.g., Lower costs (€)
— Autonomous patients

— Modest patients Control Group 16,002
— Detached people _
Intervention Group 9,685

Source: Patients with acute hip fractures, motivation, effectiveness, and costs in two different care systems

Strategy& 3. September 2014 Prepared for VGZ 33
VCS_Driving Change in Health Care in The Netherlands.pptx



9 Patient preferences

Patient centeredness is especially important in end of life
settings

Quality of live and health care costs last week of life (2008, US$)

Quality of life I

2,917
1,876
T
No End of Life With End of Life
conversations conversations
Source: Health Care Costs in the Last Week of Life, 2009; Strategy& analysis
Strategy& 3. September 2014 Prepared for VGZ 34
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9 Patient preferences

End of life care can actually increase life

Hospice care increases survival time? ... ... as does early palliative care ?
Average number of survival days after diagnosis Average number of survival days after diagnosis
414 402

381

321

Colon Congestive Lung Pancreatic Regular Early Palliative
Cancer Heart Cancer Cancer Care Care
Failure
Non-hospice care Hospice care
1) n = 4493 i p L p
2)n=151

Source: Comparing hospice and non-hospice patient survival among patients who die within a three-year window; Journal of pain and symptom management; March 2007;
Early palliative care for patients with metastatic non-small-cell lung cancer; The new England journal of medicine; 2010; Strategy& analysis
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e Patient preferences

The 2005-2006 reform paradigm: Lower prices via
competition to pay for inevitable volume growth

System pre-2006: Macro Growing pressure on the The 2005-06 reform: More
effective but micro inefficient system to change efficiency to accommodate
volume
« Effective macro  Cost growth 4
instrument

« Demographics (ageing
and labour market)

Q (Volume)

— Cost containment on
macro (national) level

— Policy implementation * Technology _
through intervening in the developments P (Price)
system _
_ * Law suits R
» But problematic on the —
micro level
— Micro inefficiency
— Lack of spirit of enterprise * Volume growth is a fact of
& innovative climate life: ageing, innovation
— Rationing — waiting lists * More efficiency is needed
to deal with volume
growth
» Competition will lead to
more efficiency and lower
prices
Strategy& 3. September 2014 Prepared for VGZ 36
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We see health care systems move continuously in between
forms of budgeting and fee for service

Pay for services Budgeting

Strategy& 3. September 2014 Prepared for VGZ 37
VCS_Driving Change in Health Care in The Netherlands.pptx



The challenges to overcome for the payors

We pay volume instead of quality We pay in a fragmented way

4 [y

Bron: Strategy&

Strategy& 3. September 2014 Prepared for VGZ
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The challenge is to use contracting and reimbursement to
create a flywheel from quality

: The doom circle of efficiency Quality as flywheel for better health care

|
|
|
|
|
|
|
|
|
Higher : More time Improve
costs Improve : for quality quality of
efficiency I decision
I .
: making
|
|
| |
| |
I . 1
I More Less time I Lower
: treatments per patient : costs Less
I Less time : treatments
: for quality :
: :
| |
| |
| |
| |
L e e e e e e e e e e e e e e e e e e e e e e |
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INDICATIVE

Fragmentation needs to be solved in order to capture the
benefits of investing in quality

The theoretical business case versus the fragmented business case
lllustrative money flows

The business case on paper l
* Investin e.g. medication 20,000 ___m m__
review and therapy T
adherence, and reap | T
rewards by lowering _ _
hospital admissions The business case in
reality
* Hospitals typically fill
up freed up capacity
in the grey zone of
medication
B 5375 edicatio
Budget Investments New Budget Hospital Theoretic Refilled Budget After
Pharmacist Pharmacist Budget Freed Up Capacit Quality
S S Capacity y Improvement
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But hospitals investing quality will see a revenue reduction

‘Old’ production
hospitals

‘Quality’hospitals
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ow do we encourage and accommodate revenue decline

Partners in living labs Early adopters Others

comfortlijn
== - R 2o - comy, |

* long term contract: guaranteed budget * long term contract: slightly « annual contract: declining budgets
during 5 years declining budget during3-4 years * no gain sharing
* margins are 100% for the hospital * margins are partly for the hospital
» we learn from the interventions (medical (gain sharing)
and financial impact) » we learn from the interventions
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caling up initiatives: creating a network of
early) adaptors

Components of the AQC Support Mode! el

intervention ' organisation
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Doctors developed and implemented >1000 initiatives
leading to higher quality and lower volumes — selected
examples

[—
e w1l

Example initiative Description Result

» Deploying specialist on the ER by investing in the quality and level Hospital admissions from ER
Specialists in the of experience of medical staff
Emergency Room + Result: reduction of the number of hospitalizations
Il Before I After

+ Joint decision making and information provision about risks leads to Groin rupture procedures
more conservative treatment choices

Result: number of procedures and lay days decreases

Il Before I After

Shared Decision Making |

» Actively referring back patients to the General Practitioners Repeat consultations cardiology
Outpatient . + Result: Shift of repeat consultations from the hospital to the (cheaper)
utpatient review General Practitioner
I Before Il After
« Supporting clients to find employment instead of having mental Treatment time per patient (min) - pilot

” . ” healthcare treatment (“daytime activities”)
Work is the best care « Result: Shortened required treatment minutes (and increased C56%)
employment rate — not in chart) < B sefore B AT
erore er

PwC Strategy& has a repository with >1000 Good Practices to improve quality and lower volumes
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Summary outcomes independent study

An independent study by Dutch government

institution CPB demonstrated appropriate

care reduced volume with 7-13%

Value treatment volume on hospital level! (2009 — 2017, indexed)

Value of treatment volume at Bernhoven was 7% lower

1.10 |
1.05 I /__
1.00 — I?%
0.95 :\/\
0.90 '

2009 2010 2011 2012 2013 2014 2015 2016 2017

Value of treatment volume at Rivas was 13% lower

|\

Beatrixziekenhuis and Bernhoven
implemented quality initiatives to improve
effectiveness and efficiency of care

Both hospitals reduced the number of
treatments as well as treatment intensity
compared to other hospitals. People did
not visit other hospitals for treatment
instead

The medical quality of care in both

1.10
1.05 : hospitals is similar as peers (medium to
100 ./\ /__ high) and has not changed
' I 13% . - .
0.95 : \/\ ’ The quality of decision making and the
0.90 ' customer-perceived quality improved
2009 2010 2011 2012 2013 2014 2015 2016 2017 significantly

— Beatrixziekenhuis = Average hospital = Bernhoven Control hospitals
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Example of redefining product definitions in order to

encompass quality instead of volume

Performance definitions

Medication + Distribute prescription medication in Self
dispensing standard/weekly form managem ent
(Receptregel) » Check correctness/safety of prescription education

. Provide usage instructions in case of first Self
Medication L . .
. . time issuance or non-compliance with management
instructions - . .
user instructions counseling

Periodically review individual (elderly) Medication
medication therapy of patients with related travel
chronic medication use counseling

Medication
review

.. Conduct one-on-one interview with Disease
Continuity of : .
care hospitali- patient prevention

Ensure correct transition of medication travel

A0 details to other providers of care counseling

Conduct one-on-one interview with
Continuity of patient

care Provide clear guidance on medication
discharge therapy, including changes due to
hospitalization

Mutual

services

Provide education in group format on
self-management to optimize
medication utilization (medication
adherence/ utilization)

Provide counseling per individual
patient’s request on potential drug-drug
interactions in medication therapy (e.g.,
combination prescription/OTC)

Provide counseling per individual
patient’s request on medication
utilization and storage during travelling

Provide information per individual
patient’s request on risk of diseases for
certain travel destinations

Support other healthcare providers in
execution of activities as defined under
performance definitions

Strategy& 3. September 2014
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