
   

HERU is supported by the Chief Scientist Office of the Scottish Executive Health Department.  

 The author accepts full responsibility for this talk. 

Health Economics Research Unit, University of Aberdeen 

Medium term impact of PbR   

Shelley Farrar, Deokhee Yi, Martin 
Chalkley, Matt Sutton, Ada Ma  



Confidential 

Structure  

Å Payment by Results 

ü Policy description 

ü Objectives 

Å Project objectives 

Å A quasi-natural experiment 

ü Policy roll-out 

ü Comparisons  

Å Effects on the provision of care in England 

ü Trends in key variables 

ü LOS results 

ü Variation in impact 

Å Conclusions  
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What is Payment by Results?  

ÅActivity-based payments phased in 2003/04-2008/09 
 
ÅIt is payment per unit of ACTIVITY : 
ü Inpatient or day case spell, Healthcare Resource Group (HRG) 
üOutpatient, A&E attendance 

 
Å OUT: (Sophisticated) block contracts 
üOpportunity to renegotiate retrospectively based on actual 

costs 
 

Å IN: Fixed prices per patient  
üNo opportunity to negotiate price  
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Main objectives of PbR  

1. Stimulate provider efficiency  

ü Through fixed national price 

2. Increased output 

ü Through per unit financing  

ü Increase day case rate (non-neutral pricing)  

3. Improve quality  

ü Through hospital competition 

ü Combined with óPatient Choiceô 

4. Stimulate better demand management 

ü Incentive to ensure appropriate referrals.  
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Project objectives: PbR1  

Impact of PbR on key outcomes in 2004/5 and 2005/6  

ÅUnit cost 

üLength of stay 

üDay case admissions 

ÅVolume of care 

üGrowth in spells 

ÅQuality of care 

üIn-hospital mortality  

ü30-day surgical mortality 

üEmergency readmission (hip fracture) 
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Project objectives: PbR2  

1. Medium term impact of PbR on key outcomes in 2006/7 and 2007/8  

Å Why might be different to initial findings  

ü E.g. Learning effects, transition pathway 

2. Variation in the impact of PbR across key dimensions 

Å Providers   

ü Difference between best and poorest performing Trusts 

Å Patients  

ü Age groups, socio-economics status, co-morbidities.  

Å HRGs 

ü Characteristics of HRGs that have ómost and leastô responded to the 
policy  
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Data  

ÅHES, SMR1 and SMR2 2002/3 to 2006/7 ï patient level 
episode data 

ÅConverted English and Scottish data to spells 

ÅOutcome measures 

üLOS, % day case admissions, growth in volume of spells, 
in-hospital mortality, 30 -day surgical mortality, 30-day 
surgical mortality with CABG, emergency readmission 
following treatment for hip fracture.  
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Challenge: are the observed changes 
attributable to the intervention?  

 

ÅExperiment/trial  

üOutcomes of treatment vs outcomes of control  

üRarely feasible with policy changes  

 

ÅQuasi -experiment  

üNaturally occurring control groups  
ÅStepped roll -out of PbR  

ÅNo PbR in Scotland  

ÅČ Range of treatment and control groups  

 


