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Agenda

• Diagnosis-Related Groups

• High-Technology/Specialized Care – models for Russia

• What is the role of professional clinical societies in Europe?

• Disinvestment – theory and practice
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Do we need another 
financial system for 
hospitals in Russia?
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How we can ensure hospital efficiency and 
competition by using appropriate payment 

mechanism? 
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Definition of Diagnosis-Related Groups

• A system for classifying patient care by relating common characteristics 

such as diagnosis, treatment, and age to an expected consumption of 

hospital resources and length of stay. Its purpose is to provide a framework 

for specifying case mix and to reduce hospital costs and reimbursements 

and it forms the cornerstone of the prospective payment system

Medline, Medical Subject Heading “DRG” definition
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Main Objectives for Using Diagnosis Related Groups

• Increasing transparency
� Comparison of performance (by grouping and standardizing care 

provision enabling comparison of cost, efficiency, quality)

� Account of cost and important patient characteristics – building 

infrastructure for obtaining data

• Inducing efficiency

� Payment mechanism to allocate resources to hospitals

� Fair compensation for services provided

� Encouragement of effective resource use and discourage of 

unnecessary care

• Supporting hospital management
� Information about service provision and its cost becoming available 

for managers

Scheller-Kreinsen D, Geissler A, Busse R. EuroObserver, 2009, v. 11, n. 4
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Two Primary Mechanisms of DRG System

Assigning hospital services 

delivered to individual patients to 

comparable groups

Determining the weight or price for 

each of these groups of products

Patient Classification Systems:
• Age
• Gender
• Severity of disease
• Diagnosis
• Procedures
• Complications of procedures
• Length of stay

Requirements:
• Coding system for diagnosis and 

procedure
• Actual data from hospitals

Defining hospitals from which data are 
collected and pooled
Responsible institution calculates DRG 
weights
• Averaged cost of service provision is used 

as a DRG cost (weight)
• Indirect approach to define cost weights 

reflecting resource use (assuming 1.0 
weight for reference case)

Approach to account for outliers – extreme 
cases
Adjustment for organizational and 
environmental conditions

Scheller-Kreinsen D, Geissler A, Busse R. EuroObserver, 2009, v. 11, n. 4



8

Diagnosis Related Groups

Scheller-Kreinsen D, Geissler A, Busse R. EuroObserver, 2009, v. 11, n. 4
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Historical Development of DRG

http://www.fischer-zim.ch/textk-pcs/index.htm
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Overview of DRG-Based Hospital Payment

Dr. med. Wilm Quentin 2012
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Components of DRG System

Scheller-Kreinsen D, Geissler A, Busse R. EuroObserver, 2009, v. 11, n. 4
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Coding of Diagnoses and Procedures in Different DRG 
Systems

Diagnosis-Related Groups in Europe. Ed. Busse. 2011
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Example of Patient Classification System – ICD-10-GM –
Myocardial Infarction (Germany)
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Classification Variables and Severity Levels in European 
DRG-like PCSs

Diagnosis-Related Groups in Europe. Ed. Busse. 2011
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Example of Procedure Codes (Balloon Angioplasty)

K491 Percutaneous transluminal balloon angioplasty of one coronary artery

K492 Percutaneous transluminal balloon angioplasty of multiple coronary arteries

K493 Percutaneous transluminal balloon angioplasty of bypass graft of coronary artery

Germany

UK

Russia
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Example of Cost Data Collection (DRG Cost Matrix, 
Germany)

How many hospitals should report information to build 
a good system? What about quality of the data?
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DRG Grouper Example, Germany (1)
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DRG Grouper Example, Germany (2)
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Alternatives to DRG

Global 

budget

Fee for 

service

DRG
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Hospital Payment Systems and Their Theoretical 
Advantages and Disadvantages

Diagnosis-Related Groups in Europe. Ed. Busse. 2011
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Years of Introduction and Purposes of DRG Systems Over 
Time

Diagnosis-Related Groups in Europe. Ed. Busse. 2011
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What is the Real Objective of Using DRG? 
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Results of DRG Implementation: Global (US mainly) 
Experience

Data about impact of DRG system on cost and clinical outcomes are 

extremely limited, although the following was demonstrated:

• Reduction of average length of stay

• Reduction of resource use per case

• Increase of resource use per day of stay

• Increase of overall number of cases

• Reduction of hospital profit

• Other studies showed that both DRG and fee-for-service reimbursement 

affected health spending similarly

• No impact of clinical outcomes was demonstrated

Scheller-Kreinsen D, Geissler A, Busse R. EuroObserver, 2009, v. 11, n. 4



24

Further Reading on DRGs

http://www.eurodrg.eu/

http://www.euro.who.int/en/who-we-

are/partners/observatory/studies/diagnosis-

related-groups-in-europe
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How High-Technology 
(ВМП) Medical Care 
Should Develop in 

Russia?
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Structure of Care Provision in the UK
(Before April 2013 – Under Reform Now)
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Nationally Commissioned Services 
(Before April 2013 – Under Reform Now)

Commissioning in the NHS is the process of ensuring that health services 
meet the needs of the population. Commissioning is a complex 
process that includes:
� Assessing the needs of the population

� Procuring health care services

� Ensuring that these services are safe, effective, patient-centred and of high 

quality

• About 70 highly specialised services are commissioned nationally by the 

National Specialised Commissioning Team. 

• These are services that usually affect fewer than 500 people across England 

or involve services where fewer than 500 highly specialised procedures are 

undertaken each year. 

• Examples of such services include heart transplantation (about 270 

transplants each year) and secure forensic mental health services for young 

people (about 80 new patients each year).
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Examples of Nationally Commissioned Highly Specialized 
Services

• Bridge to Heart Transplants for Adults

• Bridge to Heart Transplants for Children

• Children’s Gender Identity Development Service

• Choriocarcinoma - Women's Cancer Treatment

• Chronic Pulmonary Aspergillosis Treatment

• Complex childhood osteogenesis imperfecta

• Complex Neurofibromatosis Type 1 Treatment

• Complex Neurofibromatosis Type 2 Treatment

• Complex Tracheal Disease Treatments

• Congenital Hyperinsulinism Treatment

• Craniofacial Surgery and Treatment

• Cryopyrin Associated Periodic Disorder

• Ehlers-Danlos Syndrome Treatment

• Encapsulating Peritoneal Sclerosis Treatment

• Epidermolysis Bullosa Treatment

• Ex-vivo partial nephrectomy service

• Extra Corporeal Membrane Oxygenation for Children and Neonates

• Extra Corporeal Membrane Oxygenation in Adults

• Eye Cancer Treatments
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Scope of the Commissioning

• Definition Set (including rationale for commissioning)

• Diagnosis and procedure codes

• Service Specification and Standards

• Renewal of the designation

• Quality control
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Definition Set

• Introduction

• Rationale for the service being included in the Specialised Services National

• Definitions Set

• Links to other services in the Specialised Services National Definitions Set

• Detailed description of specialised activity

• Identifying and costing activity

• National standards and guidelines

• Endorsement
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Renewal of Designation

Designation is the definition of a service and/or those who provide it. Nationally 
commissioned services, which are rare or highly specialised services - and those 
eligible to provide them - are specifically designated by the Secretary of State for 
health. The NHS pays for these services collectively and they are commissioned 
through the National Specialised Commissioning Team (NSC Team) which ensures 
that they are provided to the highest standards of quality and meet patient 
need. NSC Team will only pay designated providers for such services.

The Renewal of Designation (RoD) programme aims to answer the following questions:

• Is the service appropriate for continued national commissioning based on the decision-

making framework criteria?

• Should the current providers continue to provide the service or should there be a 

reconfiguration to change the provider portfolio?

• What are the necessary improvements in the quality or value for money to be delivered 

by the service before the next renewal of designation review?

• What should be the deadline (normally 5 years) for the next renewal of designation 

review?
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Quality Indicators - Hemophilia
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Service Specification and Standards – Extra-Corporeal 
Membrane Oxygenation in Adults
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Service Specification and Standards – Extra-Corporeal 
Membrane Oxygenation in Adults

• Purpose
• Aims and General Overview
• Description of the disease/condition
• Evidence Base
• Objectives
• Expected Outcomes

• Scope
• Service Description
• Accessibility/acceptability
• Whole System Relationships and Interdependencies
• Relevant networks and screening programmes
• Sub-contractors
• Designation

• Service Delivery
• Service model and Care Pathways

• Access criteria
• Geographic coverage/boundaries
• Location(s) of Service Delivery

• Self-Care and Patient and Carer Information
• Quality and Performance Standards 

• Measures
• Governance

• Continual Service Improvement Plan

http://www.specialisedservices.nhs.uk/library/36/Service_Specification_and_Standards___Resp
iratory_extracorporeal_membrane_oxygenation_ECMO_for_adults_1.pdf
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If We Need to Disinvest in 
Health Care, is There Any 

Scientific and Rational 
Approach to This?
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Disinvestment

• 83 articles in Medline in June 2013 for the text word ”disinvestment”

• Mainly represent UK, Canada, Australia, New Zealand and Spain

• Broad search in several databases in 2008 yeilded about 1000 publications, 

majority of them were not relevant

• No clear definition: most commonly refered to ”defunding” of health care 

services, particulary publicly funded services

• Examples of practices-candidates for disinvestment:

� Not clinically effective for a given indication

� Unsafe for everyone, or for sub-groups of patients with risk factors

� Poor risk-benefit profile overall, or when used inappropriately

� Clinically effective, but not cost-effective

� No clinical effectiveness was proven

� Effective interventions with debated funding status (cosmetic surgery)

http://www.monashhealth.org/icms_docs/6965_Disinvestment_of_technologies_and_clini
cal_practices_in_health_services_Conceptual_and_policy_perspectives.pdf
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Croydon’s List of Low-Value Practices

34 practices/interventions, which require strict service access criteria

http://www.lho.org.uk/Download/Public/11626/1/Save%20to%20Invest%20(Executive%20Summary).pdf
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Top-10 Potential Disinvestment Practices in London

http://www.lho.org.uk/Download/Public/11626/1/Save%20to%20Invest%20(Executive%20Summary).pdf
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Cochrane Quality and Productivity Topic Selection Criteria in 
NICE

Garner et al. Journal of Health Services Research & Policy Vol 18 No 1, 2013: 6–12
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Case Study of Vancouver Coastal Health Authority on 
Disinvestment Decisions

Vancouver Coastal Health Authority, serving 

about 1 mln population, faced fiscal deficit in 

2010/2011

Deficit was estimated at 4.6 mln. CAD level

Authority needed to address an issue within 

limited time frame, within a community 

services, with a budget of 280 mln. CAD 

Mitton et al. BMC Health Services Research 2011, 11:169
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Approach to Fix Budget Deficit

• Authority implemented Program Budgeting and Marginal Analysis 
(PBMA) framework

• PBMA is a process of reviewing an opportunity to marginal 
disinvestment and reallocation of the funds on the multiple 
criteria basis

• PBMA considers both disinvestment and investment at the same 
time

• Marginal means some changes in service provision, but not 
complete suspension of the service

Mitton et al. BMC Health Services Research 2011, 11:169
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PBMA Approach Outline

• What is the total amount of resources available? 

• How are these resources currently spent relative to priorities and activity? 

• What is the ‘wish list’ of services that are the main candidates for receiving 

more resources (and what are the costs and benefits of these expansions)?

• Can any existing services be provided as effectively but with fewer 

resources, allowing some of the items on the wish list to be implemented?

• Are there services that should receive fewer resources because they are 

less effective per dollar spent than something on the wish list?

http://www.monashhealth.org/icms_docs/6965_Disinvestment_of_technologies_and_clini
cal_practices_in_health_services_Conceptual_and_policy_perspectives.pdf



43

Marginal Principle

Marginal analysis refers to the fact that assessment of costs 

and benefits is best addressed ‘at the margin’. 

The focus is on the benefit gained from the next unit of 

resources or that lost from having one unit less.

If marginal benefit (MB) per dollar spent for technology A is 

greater than that for technology B, then resources should 

be taken from hips and given to hearts.
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Illustration of the PBMA Approach (1)
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Illustration of the PBMA Approach (2)
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PBMA Process Framework

Mitton et al. BMC Health Services Research 2011, 11:169
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Decision-Making Criteria in PBMA 

Domain Weight Criteria

Strategic

alignment
30

Alignment to Mandate

Efficiency, Effectiveness and Appropriateness

Access

Health Impact 45

Numbers affected

Equity 

Significance of impact

Health promotion and disease prevention

Client experience

Organizational

Impact
25

Workplace environment

Innovation and knowledge transfer

Implementation

Downstream impact on service utilization

Mitton et al. BMC Health Services Research 2011, 11:169
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PBMA Evidence-Related Process

Identify the 
scope

Use prior 
evidence 

review and 
program 

evaluation

Managers 
submit 

proposals for 
disinvestment

Committee 
evaluates 

proposals and 
makes 

decisions

Mitton et al. BMC Health Services Research 2011, 11:169
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Results of the Project

• Overall 44 disinvestment and 5 

investment opportunities were selected 

and approved

• Estimated savings from disinvestment 

decisions were 4.9 mln. CAD

Mitton et al. BMC Health Services Research 2011, 11:169
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Example of Disinvestment Modeling for Centers of Medicare 
and Medicaid in USA (1)

Chambers JD. Value Health. 2013 Jun;16(4):629-38.
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Example of Disinvestment Modeling for Centers of Medicare 
and Medicaid in USA (2)

Chambers JD. Value Health. 2013 Jun;16(4):629-38.



52

Example of Disinvestment Modeling for Centers of Medicare 
and Medicaid in USA (3)

Chambers JD. Value Health. 2013 Jun;16(4):629-38.
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Challenges for Disinvestment Policy (1)

• Clinical studies, including systematic reviews, may not be of direct relevance 

to health care system (technologies not available)

• Comparators in the studies may be of limited value for health care

• There is limited consideration of clinical pathway in the studies/reviews

• Modeling of policy change is often needed for decision-making

• Clinical guidelines using HTA methodology is much more useful in 

comparison with standard reviews

• Systematic reviews often focused on RCT, while not considering other types 

of evidence

• “Not recommended” decisions require more solid base compared with 

“recommended” decisions

• Recommendations about need for further research may require funding of 

studies from government sources and may be of low value
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Challenges for Disinvestment Policy (2)

• Evidence short summary hardly can be used solely to justify disinvestment

• Systematic reviews may not address effectiveness in subgroups

• Practices are not properly codified to enable volume analysis

• Cost considerations are usually not the part of standard reviews

• Time constrain is often an issue for disinvestment process as a response to 

fiscal pressure

• Disinvestment decisions are not resulted in actions

• Disinvestment practice may heavily depend upon for-profit/non-for-profit, 

public/private ownship

• Budget constraints may be poorly defined to inform decision-making 

• Disinvestment may not result in resource availability



55

Thank You!


