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Abstract

Context: Internationally, a variety of reimbursement systems exists for palliative care (PC). In Germany, PC
units (PCUs) may choose between per-diem rates and diagnosis-related groups (DRGs). Both systems are
controversially discussed.

Objectives: To explore the experiences and views of German PCU clinicians and experts for PCU financing
regarding per-diem rates and DRGs as reimbursement systems with a focus on (1) cost coverage, (2) strengths
and weaknesses of both financing systems, and (3) options for further development of funding PCUs.
Design: Qualitative semistructured interviews with PCU clinicians and experts for PCU financing, analyzed by
thematic analysis using the Framework approach.

Setting/Subjects/Measurements: Ten clinicians and 13 experts for financing were interviewed June—October
2015 on both reimbursement systems for PCU.

Results: Interviewees had divergent experiences with both reimbursement systems regarding cost coverage. A
described strength of per-diem rates was the perceived possibility of individual care without direct financial
pressure. The nationwide variation of per-diem rates and the lack of quality standards were named as weak-
nesses. DRGs were criticized for incentives perceived as perverse and inadequate representation of PC-specific
procedures. However, the quality standards for PCUs required within the German DRG system were described
as important strength. Suggestions for improvement of the funding system pointed toward a combination of per-
diem rates with a grading according to disease severity/complexity of care.

Conclusions: Expert opinions suggest that neither current DRGs nor per-diem rates are ideal for funding of
PCUs. Suggested improvements regarding adequate funding of PCUs resemble and supplement international
developments.

Keywords: diagnosis-related groups (DRGs); economics; financing; funding; palliative care; per-diem rates;
qualitative research; reimbursement

Introduction funding mechanisms for PC are paramount.> At present a
wide variation of funding models for PC in various countries

GIVEN DEMOGRAPHIC CHANGE and increasing prevalence  have been described.* For making decisions about adequate
of chronic illness and multimorbidity, the need for funding models, it is important to understand the models of
palliative care (PC) is expected to rise substantially over the ~PC provision and the costs of PC. However, while there is
next decades.” To meet this growing demand, effective evidence that PC is cost saving compared with usual care, the
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evidence regarding the costs of PC provision is still sparse,
and little is known about the cost coverage and the efficiency
impacts achieved by different reimbursement systems.*~'?
The reimbursement of PC is controversially discussed
worldwide.*'* A central aspect in the debate is the argument
that PC focuses on individual patient and family needs regard-
less of the underlying diagnosis. Therefore, reimbursement by
means of diagnosis-related groups (DRGs), a case-based system
mainly classified by main diagnosis or procedure, has been
criticized.">™7 In Australia, where the German DRG system is
derived from,'® it is acknowledged that PC is not adequately
classified by DRGs and requires a different classification
approach.'®~%

In Germany, PC units (PCUs) in hospital, different from
the situation in most other countries, can choose between
two reimbursement systems: per-diem rates, which are lo-
cally negotiated between the hospitals and the insurance
companies, and DRGs.?* In the German DRG system, a
procedure code for specialist PC (SPC) was introduced,
defined by criteria for acknowledgement of SPC and the
duration of care provision. A supplementary fee is provided
in addition to the standard DRG reimbursement for SPC
greater than or egual to seven days, increasing with the
duration of SPC."
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To our knowledge, so far, no study has explored stake-
holders’ views and experiences regarding different reim-
bursement systems for PC in depth. A sample of German
stakeholders is particularly interesting in this respect, as
they have experience of one or two reimbursement systems
within one country where different reimbursement systems
exist. Alongside health economic analyses of the costs and
reimbursement situation in PC, these data can be beneficial
for the future refinement of funding systems.”

The aim of this study was therefore to explore the expe-
riences and views of PC clinicians and experts for financing
of PCUs in Germany regarding per-diem rates and DRGs as
reimbursement systems with a focus on (1) cost coverage, (2)
perceived strengths and weaknesses of both financing sys-
tems, and (3) options for further development of reimburse-
ment systems for PCUs.

Methods
Design

Qualitative interview study with semistructured expert in-
terviews, complying with COREQ criteria.>> This was part of
a larger study on complexity and financing in inpatient and

TABLE 1. CHARACTERISTICS OF THE INTERVIEWED EXPERTS WITH EXPERTISE IN PCU FINANCING (N=23)

Total group  Clinical experts

Financing experts

n=23 n=10 n=13
Professional background Physicians n=7 Representatives of:
Nurses n=3 Hospital financial controlling depts.: n=3
German hospital association: n=1
Health insurance companies: n=3
German palliative care and hospice associations: n=3
Health care system researchers: n=2
Institute for the Hospital Remuneration System n=1
Gender
Male 13 4 9
Female 10 6 4
Years of PC experience 11 (2-30) 17 (5-30) 10 (2-27)
(median, range)
University affiliation
Yes 4 3 1
No 9 7 2
Not applicable 10 0 10
Area
Urban 10 8 2
Rural 3 2 1
Not applicable 10 0 10
Geographical region
North 1 1
East 2 2 3
South 7 4
West 3 3 10
National 10 0
Experience with
Per-diem rates only 3 3 0
German DRGs only 7 5 2
Both reimbursement systems 13 2 11

University affiliation and area is only given for those financing experts who work in a hospital financial controlling departments, for all

others it is depicted as ‘‘not applicable.”
DRG, diagnosis-related group; PC, palliative care; PCU, PC unit.
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outpatient PC. For more methodological details, see Supple-
mentary Table S1 (COREQ criteria), Supplementary Table S2
(interview guide) and a related publication of this study.?®

Setting and participants

To prevent bias and include various perspectives, the
sample included clinical experts (physicians and nurses) and
experts with expertise in PC financing (representatives of
hospital financial controlling departments, health insurances,
German PC and hospice associations, health care research),
based on suggestions from the research team, collaborating
partners and German PC associations.

Inclusion criteria for clinical experts were (1) a minimum
of five years working experience in PC and (2) a management/
supervising/leadership role. Inclusion criteria for financing
experts were (1) PC as an area of responsibility in the expert’s
professional daily routine and (2) a minimum of two years
working experience in the respective area of responsibility.
Purposive sampling was used to ascertain variations of the
sample regarding the following criteria: profession, university
affiliation, rural or urban area, geographical region.

The study was approved by the research ethics committee
at the Medical Faculty of Ludwig-Maximilians-Universitaet
Munich (01/2015; reference number 24-15). Respondents
provided written informed consent.

Data collection and analysis

Two separate interview guides were developed and piloted
for clinical and financing experts. The development of the
interview guides followed the four-step procedure according
to Helfferich: collecting, reviewing, sorting, subsuming.”’

All interviews were audiorecorded and transcribed ver-
batim. The data were reviewed parallel to the interviews to be
able to adjust the interviews’ number to achieve data satu-
ration. Data were analyzed by thematic analysis, applying the
Framework approach, using NVivo.”® The main categories
were identified in advance in accordance with the research
aim, and the subcategories were developed inductively in
close collaboration of ES, FH, and CB. Coding consistency
was ensured by applying a coding guide and the verification
of intra-coder reliability for eight, and inter-coder reliability
for four interview transcripts. Generation of themes was
consented within the research team. Due to the nature of the
data and in line with our aim, we provide a descriptive ac-
count without additional development of concepts.

Results

Overall, 42 interviews on complexity and financing in PC
were conducted between June and October 2015—with ex-
perts with inpatient and outpatient PC experience. Forty three
out of forty eight invited experts (90%) accepted the invita-
tion. Reasons for decline were lack of time (n=4) and too
little experience in PC (n=1). One interview was cancelled
on short notice because of a clinical emergency. Twenty three
interviewees had experience with PCU financing (10 clinical,
13 financing experts), and the analysis of these 23 interviews
is reported in this study. Twenty experts had experience with
DRGs, n=16 with per-diem rates. Median interview duration
was 55 minutes (range: 19—113 minutes). Characteristics of
the interviewees are summarized in Table 1.

We present the stakeholders’ experiences and views re-
garding per-diem rates and DRGs as reimbursement systems
for PCUs with a focus on (1) cost coverage, (2) perceived
strengths and weaknesses, and (3) options for further devel-
opment of reimbursement systems for PCUs.

All themes were named by clinical and financing experts.
For participants’ quotations, see Table 2.

Cost coverage

Experts reported divergent experiences regarding the cost
coverage for PCUs by per-diem rates and DRGs. The spec-
trum included the experience that both systems are cost
covering, that cost coverage is only provided by one of the
systems, and the view that both are not cost covering (quo-
tations 1 and 2, Table 2).

Regarding per-diem rates, the experts named the nationwide
variability of the rates as probable reason for differing expe-
riences regarding cost coverage, as they are locally negotiated
between the hospitals and the insurance companies. In terms of
the DRG system, possible reasons for the different experiences
regarding cost coverage are, according to the experts, (1) dif-
ferences regarding local infrastructure costs which are not
reflected in the DRG system, (2) differences in the clinical
characteristics of patients cared for by the PCUs, and (3) dif-
ferences in accounting for external funding for some care as-
pects when considering cost coverage (quotation 3).

Strengths and weaknesses of per-diem rates
and DRGs

Main strengths and weaknesses of both systems from the
experts’ perspective are summarized in the following and in
Table 3.

Strengths of per-diem rates—weaknesses of the DRG
system. The perceived possibility of individual needs- and
demand-oriented care without direct financial pressure was
described as a strength of per-diem rates by the experts
(quotation 4, Table 3). Accordingly, the perceived economic
pressure with sanctions and perverse incentives to tailor
treatment primarily toward financing were criticized as
weakness of the DRG system or its application. Examples
given for such incentives perceived as perverse were early
discharge to ‘“‘generate more cases” (CE-21) as well as
treatment for at least seven days to fulfill the requirements for
the supplementary fee for SPC (quotation 5).

Experts argued that, under the premise of an appropriate
per-diem rate, a SPC-specific spectrum of care and, therefore,
a higher quality of care was possible. From the experts’
perspective, the multiprofessionalism and complexity of
SPC-specific procedures are not adequately represented in
the DRG system (quotation 6). Other examples of care not
adequately represented in the DRG system were the focus on
communication instead of technical procedures, ‘‘respite’’
admissions to give the informal carers a break or a prolonged
length of stay while waiting for a hospice bed.

Another mentioned weakness of the DRG system was the
burden for the SPC team caused by the lack of adequate
honoring of the SPC-specific work, the economic pressure,
the time expenditure for documentation, and the perceived
pressure to justify the own practice toward the insurance
companies.
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TABLE 2. PARTICIPANTS’ QUOTATIONS ILLUSTRATING THE PRESENTED RESULTS

Cost coverage
Quotation 1 ““Well, there are people who say, no matter whether we have per-diem rates or DRGs, the money is
sufficient.” (FE-10)

“Well, we know our cost and reimbursement situation and know, which results we make with our PCU,
and so far it is not cost-covering (authors’ comment: in the DRG system), but was not cost-covering
with per-diem rates, either.”” (FE-4)

“Well, I know that in 2014 we were cost-covering (authors’ comment: using the G-DRG system) for what
the hospital calculates for us. However, in that it is it not taken into account that very much of that, let
me say, all that differentiates us from a normal internal medicine ward is not financed via this system,
but via third-party funds or charities.”” (CE-1)

Strengths of per-diem rates—weaknesses of the DRG system
Quotation 4  ““One would wish that our care is needs-oriented and relationship-oriented, that, as it were, also the
financing is adapted to this needs-orientation. And this, of course, is a lot easier to be done in a system
where I have per-diem rates.”” (CE-21)

“Then (authors’ comment: in the per-diem rates system) one is not so much under this pressure. As it is
(authors’ comment: in the DRG system), one is always, one can say by the system, that forces one to
cheat, that one says, we now keep this patient for seven days, to pick up the supplementary fee, right?
(authors’ comment: supplementary fee for SPC, only paid for a minimum duration of SPC of seven
days.) Well, this is a way of thinking that I, where I try not to give in to that, right? (CE-17)

““And be able to offer a very, very differentiated concept of care (authors’ comment: in the per-diem rates
system). Including really wonderful co-therapies, like music therapy, regular physiotherapy. And
implement really great concepts, including care for informal carers that is very, very important. That in
my opinion misses out in the DRG calculation.”’ (FE-15)

“The big, big advantage of per-diem rates in the DRG system is that every transfer to the PCU with per-
diem rates is a discharge from the DRG system. And the transferring department can keep its whole
DRG (authors’ comment: what was meant was ‘the whole DRG reimbursement sum’). There is
competing and fighting (authors’ comment: what was meant was ‘competing between the involved
departments of the hospitals’) where it is not like that.” (CE-23)

Strengths of the DRG system—weaknesses of per-diem rates
Quotation 8  ““By the Operation and Procedure Code (authors’ comment: defines requirements as precondition for
receiving the supplementary fee for SPC) at least certain structure characteristics and quality criteria
are defined. And that we do not know for per-diem rates, except that the PCU has to be a separate unit
with more than five beds, but there are no preconditions regarding staff structure, team meetings and so
on.”” (CE-21)

“Via the DRG financing you have a uniform financing all over Germany, simply. On the part of the cost
units that has more justice of reimbursement, because you reimburse the SPC in Munich in the same
way as the SPC in Cologne. That was not the case with per-diem rates.”’ (FE-1)

Suggestions for the future development of financing PCUs
Quotation 10 ““Many PCUs try such an ‘early integration’. That means, we also have people here with chemotherapies,
(...) for which we get the supplementary fee in the DRG system (authors’ comment: In the G-DRG
system, supplementary fees are provided for certain procedures such as chemotherapies). We need that
then in the per-diem rates system, too. If we want to treat these people, if we want to do diagnostic tests
or we have to for symptom control and for the early integration, I am not yet sure how this works in the
per-diem rates system.”” (CE-19)

““(...) there are no specific DRGs for PC. There is only the supplementary fee (authors’ comment:
supplementary fee for SPC in the German DRG system). There must be some factors or codes which
reflect the care provided in PC.”(FE-4)

“Maybe it would also be an interesting alternative to simply compare it and reimburse via per-diem rates,
but also to take into account the disease severity and the care that you provide.”’ (FE-1)

Quotation 2

Quotation 3

Quotation 5

Quotation 6

Quotation 7

Quotation 9

Quotation 11

Quotation 12

CE, clinical expert; FE, financing expert; SPC, specialist PC.

The clear attribution of reimbursement to the respective
hospital departments involved in the patient’s care was named
as another strength of the per-diem rates. In the DRG system,
where the reimbursement is either split between the treating
departments or attributed in total to the discharging department,
usually the PCU, the competition for reimbursement between
the departments was criticized (quotation 7). According to the
experts, this impedes transfers of patients to the PCU.

Strengths of the DRG system-weaknesses of per-diem
rates. Experts saw the link of the reimbursement to
quality criteria as an important strength of the DRG system:

Fulfilling the given requirements for structures and processes
of PCUs is the precondition for receiving the supplementary
fee for SPC. The lack of such quality standards in the current
per-diem rates system was judged by the experts as one of the
system’s most important weaknesses (quotation 8).

Another strength of the DRG system mentioned by the ex-
perts is the nationwide uniformity of the system, ensuring
justice in allocating funds. In the per-diem rates system, ex-
perts criticized the diversity of per-diem rates, and thus the
variation of funding of PCUs across the country (quotation 9).

The transparency created by collection of all DRG data by
a central institute was seen as an additional strength of the
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TABLE 3. SUMMARY OF STRENGTHS AND WEAKNESSES OF PER-DIEM RATES AND DRGS AS REIMBURSEMENT
SYSTEMS FOR PALLIATIVE CARE UNITS FROM THE EXPERTS’ PERSPECTIVE

Category

Individual, needs- and demand-oriented care supported

Economic pressure with sanctions and incentives perceived
as perverse

SPC-specific spectrum of care, multiprofessionalism and
complexity of care represented — high quality of care
supported

Time expenditure for documentation

Perceived pressure to justify the own practice toward the
insurance companies

Burden for the SPC team by the aforementioned weaknesses
of the system

Clear attribution of reimbursement to the respective hospital
departments involved in the patient’s care

Competition for reimbursement between the departments,
impeding transfers of patients to the PCU

Link of the reimbursement to quality criteria

Uniformity of the system, ensuring justice in allocating
funds

Transparency

Potential perverse incentive for unnecessary prolongation of
the length of stay

Per-diem rates DRGs
Yes No
Little Yes
Yes No
Little Yes
Questionable if less Yes
than in DRG system
Not mentioned Yes
Yes No
No Yes
No Yes
No Yes
No Yes
Yes See above and text for

perverse incentives

Strengths in bold.

DRG system, whereas the per-diem system was perceived as
a “‘black box” (FE-10).

An unnecessary prolongation of the length of stay was
mentioned as potential perverse incentive of the per-diem
rates system.

Suggestions for the future development
of financing PCUs

Regarding the future development of financing PCUs, the
experts emphasized the need of linking the reimbursement to
structure and process quality standards such as qualifications of
the team members or weekly multidisciplinary case discus-
sions—especially in the per-diem rate system, where such
standards are currently lacking. The adequate reimbursement
of patients treated on the PCU early in the disease trajectory
(“early integration”) and potentially receiving chemotherapy
or diagnostic tests was seen as an important challenge for the
future development of the reimbursement systems. This applies
especially to the current per-diem rate system (quotation 10).

For further development of the DRG system, the genera-
tion of (1) more specific codes for SPC (quotation 11) or of
(2) an own cost center for PC in the national calculation
system was suggested.

Experts made concrete suggestions for further develop-
ment of the current reimbursement systems such as a blended
system of per-diem rates combined with a grading according
to disease severity and complexity of care, similar to the
current system for psychiatry in Germany.?

Discussion

To our knowledge, this is the first study exploring experts’
experiences and views on specific reimbursement systems for
PCUs, in this case DRGs and per-diem rates, in a country
where both systems are used concurrently. Important findings
are first that both systems can be cost-covering or not cost-

covering, depending on the specific local circumstances.
Second, in the experts’ opinion, neither DRGs nor per-diem
rates are ideal for funding PCUs, as both have important
weaknesses. Third, the experts’ suggestions for improvement
of the funding system included a combination of per-diem
rates with a grading according to disease severity and com-
plexity of care, comparable to international developments.

Cost coverage

The experts’ experiences for the two reimbursement systems
varied from being cost covering to not being cost covering. This
is self-explanatory in the case of the per-diem rates, which are
locally negotiated and therefore vary across the country.™®

For the DRG system, which offers identical reimbursement
nationwide and for which a recent study demonstrated that it
did not adequately reproduce costs for PCUs, the reasons men-
tioned by the experts for the variability of cost coverage are
more diverse.” They include special local circumstances such
as infrastructure costs and specific patient characteristics as
well as variations in internal allocation of DRG reimbursement
to the individual hospital departments. Some hospitals split the
DRG reimbursement between departments, others allocate
the money to the discharging department. As the PCU usually is
the discharging department, it receives more money in the latter
case and is therefore more likely to break even.

This highlights that, according to the experts, not the
systems themselves, but rather the specific conditions where
they are used determine cost coverage. Consequently, these
local conditions have to be considered to realistically judge
the financing situation of PCUs.

Strengths and weaknesses of the reimbursement
systems

Interestingly, all presented themes were named by at least one
financing and one clinical expert which led to a comprehensive



overlap of themes between the two groups. This may be related
to the study focusing on specific issues in a field of practical
relevance, combined with experience in financing by per-diem
and DRGs in both expert groups (Table 1).

From the experts’ point of view, both systems have im-
portant weaknesses in their current form. In both systems,
potential perverse incentives were criticized, jeopardizing
quality of care: in the per-diem rate system the unnecessary
prolongation of length of stay, in the DRG system either early
or delayed discharge, and orientation of treatment planning
toward fulfilling the system’s requirements. At least parts of
the results are not restricted to PC, as highlighted by a recent
qualitative interview study regarding experiences of the
German DRG system in general: These experts also criticized
the economic pressure, perverse incentives to orient treat-
ment toward financing irrespective of needs, and the con-
secutive burden for the care team.>'

The described strengths demonstrate features also identi-
fied internationally as important for funding models for PC,
namely nationwide uniformity and transparency of the sys-
tem, providing stable and predictable funding.*'* The latter
is one of six ‘‘desirable features” of PC funding models
identified by Groeneveld et al., to promote quality and equity
of care.* The strengths of the reimbursement systems named
by the experts supplement these desirable features of PC
funding models by emphasizing the importance of supporting
needs-based care and a SPC-specific spectrum of care as well
as the link of the reimbursement system to quality standards.*

Suggestions for the future development
of financing PCUs

For the future development of the reimbursement system,
the experts made general and concrete suggestions. First, they
emphasized the need for linking the reimbursement system to
national quality standards. This corresponds to, for example,
quality hurdle payment models discussed internationally.*?
The structure and process standards proposed by the experts
are in line with the criteria required in the current German
DRG-system and with the ones posed by public authorities in
other countries.*!” Second, experts demanded that the future
reimbursement system supports early access to PC by en-
suring adequate reimbursement for the care of patients who
are treated on the PCU early in their course of disease. Early
access to PC is an internationally acknowledged policy goal,
and supporting it is also one of the six desirable features of PC
funding systems identified by Groeneveld et al.***

A concrete suggestion for the future development of re-
imbursement was a blended system of per-diem rates com-
bined with a grading system according to disease severity
and complexity of care, similar to approaches in other
countries: In the United States, the traditional DRG-system
has been modified by taking into account disease severity,
better reflecting resource use in PC.>**> Australia has im-
plemented a blended PC reimbursement system outside the
DRG system, based on a casemix classification according to
phase of illness, functional status, severity of symptoms and
age, combined with per-diem rates, and specific service use
variables.**""**¢ In the UK., a similar payment model is
currently under development.®”

Such blended models ideally reflect the resource use for the
patients’ care better than ‘‘single-component” reimbursement
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systems, and provide less perverse incentives. However, it
should be noted that multicomponent reimbursement sys-
tems may also incur countervailing incentives, as shown for
performance-related payment systems.>® Overall, experts’
suggestions for improvements of the funding system resemble
and supplement current international developments. Theore-
tical and empirical analyses of blended reimbursement sys-
tems are needed.

Strengths and limitations of this study

A strength of this qualitative approach is that the experts
could express their experiences and views of the reimburse-
ment systems in depth. We used a well-defined, rigorous
approach to analysis with consensus finding within the re-
search team for generation of codes and themes.

A limitation of this study is the relatively small sample
size. However, with the sampling procedure described, ex-
perts covering a predefined range of different aspects of
experience were included and saturation was achieved. The
reported experiences and views reflect the experience in
one country, Germany, only, which is a potential limitation.
The strength of this approach is that all experiences refer to
the two systems as they are currently used in Germany, that
is, a comparable situation. It is a particular strength of the
study that some of the experts were able to compare the two
systems based on own experiences with both.

Conclusion

Clinical as well as financial expert opinions suggest that
neither the current DRGs nor per-diem rates are ideal for
funding of PCUs. Suggested improvements regarding ade-
quate funding of PCUs resemble and supplement international
developments. In addition to health economic evaluations,
ideally including patient-reported outcomes and other quality
metrics, experiences and views of clinical and financing ex-
perts should be further explored and considered when further
developing funding models for PC—to ensure high-quality,
effective care, equity of care provision and early access to care.
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