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Towards a High Performance U.S. and MA Health Systems: 

Potential of Payment Reforms

ÅGoals: transform care 

systems to improve 

access/experiences,  

outcomes, and value

ÅPayment reform to 

stimulate and support 

care system innovation

ÅRange of current efforts

ÅNew opportunities with 

national reform
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U.S. Spends the Most: International Comparison of 

Spending on Health, 1980ï2007

Data: OECD Health Data 2009 (November 2009).
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Federal Spending on Medicare and Medicaid and

Total Federal Spending as a Percentage of GDP, 1962ï2082
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Rising Health Care Costs Are Nationwide Concern: 

Cost Pressures in Massachusetts If Trends Continue
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Wide Variations: Quality and Costs of Care for Medicare 

Patients Hospitalized for Heart Attacks, Hip Fractures, or 

Colon Cancer, by Hospital Referral Regions, 2004

* Indexed to risk-adjusted 1-year survival rate (median=0.70).

** Risk-adjusted spending on hospital and physician services using standardized national prices.

Data: E. Fisher, J. Sutherland, and D. Radley, Dartmouth Medical School analysis of data from a 20% national sample 

of Medicare beneficiaries.

Source: Commonwealth Fund Commission on a High Performance Health System, Why Not the Best? Results from 

the National Scorecard on U.S. Health System Performance, 2008, (New York: The Commonwealth Fund, July 2008).
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State Variation: Hospital Admissions Indicators
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Payment Reforms Central Role:

Potential to Support and Stimulate 

High-Value Care Systems
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Payment System: Goals of Reform

ÅOverarching goals

ïCreate incentives; reward value not volume/intensity 

ïAchieve sustainable rates of cost growth with value

ïSpur care system transformation and innovation ï
focus on population health

ÅStrategic reforms: 

ïStrengthen and transform primary care

ïCreate incentives for providers to take accountability 
for patient care, outcomes, and resource use

ïReward and support improved care coordination

ïIncentives to use information and infrastructure to 
improve quality/outcomes and efficiency 
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The Relationship Between

Payment Methods and Organizational Models

Continuum of Organization
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Multiple Ways of Organizing Care

Å Fully integrated care systems

Å Large multi-specialty groups

Å Physician-hospital organizations ïincludes IPA associations

ïExamples exist of tighter and looser networks

Å Networks stimulated by state/public action

ïSupport for coordination; nurses on teams; shared resources

ïExamples: Vermont and North Carolina

Å Networks supported by insurers 

ï Includes plans linked with integrated care systems

Å Naturally occurring referral networks

ïCurrently lack central ñintegratorò but have potential to develop

ïPatient-centered primary care ñhealth homesò linked with 
specialized care, with alternative payment incentives 
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Current Public and Private Sector Initiatives

Medicare

Å Collecting and reporting data on quality

Å Testing value-based purchasing models, models for improving 
coordination of care, models of broader system redesign

Medicaid

Å Pay-for-performance strategies in more than half the states

Å Medical home models being tested in more than 30 states

Å New initiative to align incentives in Medicare & Medicaid around 
the establishment of medical homes

Private Sector

Å P4P initiatives by individual payers aimed at quality and efficiency

Å Collaborative initiatives by groups of payers or purchasers

Å Development of alternative payment models

Å Multiple primary care ñmedical homeò initiatives ïsome multi-payer
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Commonwealth Fund Engaged in 22 States to Test PCMH
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State Initiatives to Advance Medical Homes

in Medicaid/SCHIP

= Identified to have a medical home initiative  

Source: National Academy for State Health Policy State Scan, May 2010. http://www.nashp.org/med-home-map

http://www.nashp.org/med-home-map
http://www.nashp.org/med-home-map
http://www.nashp.org/med-home-map
http://www.nashp.org/med-home-map
http://www.nashp.org/med-home-map
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2009 Overview of Pilot Activity, Evaluations, and Planning Discussions

RI

Multi-Payer pilot discussions/activity

Identified pilot activity

No identified pilot activity ï6 States

Independent evaluations
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NH

Source: Patient Centered Primary Care Collaborative, 2010
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16Source: PCPCC Medical Home Briefing - May 4th 2010, 

http://www.pcpcc.net/content/general-presentation-materials

Å27 multi-stakeholder 

and other pilots in 18 

states

Å44 states and DC have 

passed over 330 laws 

and/or have PCMH 

activity

ÅMedicaid and Medicare 

activity

Overview of Activity

http://www.pcpcc.net/content/general-presentation-materials
http://www.pcpcc.net/content/general-presentation-materials
http://www.pcpcc.net/content/general-presentation-materials
http://www.pcpcc.net/content/general-presentation-materials
http://www.pcpcc.net/content/general-presentation-materials
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Statewide Blues Initiatives and Collaborative 

Initiative to Reduce Readmission

ÅStatewide Blue Cross/Shield efforts

ïMichigan: primary care transformation and 

incentives

ïMassachusetts Quality Contract: bundled payments

ÅSTAAR (STate Action on Avoidable Rehospitalizations)

ïThree state initiative; 69+ hospitals

ïTargets care system innovation across continuum & 

payment reforms for ñbusinessò case for change
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Created in 2006 by Geisinger Health System

Uses bundled payments with a fixed rate covering preadmission, 

inpatient, and follow -up care and a patient compact to encourage 

patient engagement

Covers:  Coronary artery bypass surgery, hip replacement, cataract 

surgery, angioplasty, perinatal care, bariatrics, low back pain, kidney 

disease

Providers complete a list of best practices before surgery and 

insurers pay a flat fee for the procedure and readmissions within 90 

days

Since 2009:

Readmission rates lowered by 44%

Hospital net revenues increased by 7.8%

ProvenCare® for 

Acute Episodic 

Care

(the òWarrantyó)
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Affordable Care Act: Stimulus for Action

ÅMedical home: expansion of current Medicare demo; 
new pilots, Medicaid initiatives

ÅBundled payments: Medicare pilots for hospital and 
post-acute care; readmission; Medicaid initiatives

ÅAccountable Care Organizations 2012: broad 
responsibility for quality and cost; shared savings

ÅPlatform for Medicare/private to join multi-payer efforts

ÅCenter for Medicare & Medicaid Innovation
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Accountable Care Shared Savings Program

ÅMedicare new payment arrangement: to begin by 2012; 
requires legal entity for payment

ÅGroups of providers working together to manage and 
coordinate care with accountability to defined 
population for outcomes and costs

ïMultiple network arrangements possible

ïRequires organization skills, teams, and tightly 
aligned, engaged physician network

ïCapacity to manage alternative payment methods

ïPremier Hospital group announced 2 collaborative 
efforts

ÅOption to use shared savings or other payment models

ÅPreference for tight networks participating in similar 
arrangements with other payers
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Center for Medicare & Medicaid Innovation

ÅBeginning in 2011, Center in CMS to test innovative 
payment and service delivery models to reduce 
spending while preserving or enhancing quality of care

ÅExpanded authority to innovate and spread

ÅSelection based on evidence of population health focus

ïEmphasis on care coordination, patient-
centeredness

ÅCould increase spending initially

ïOver time must improve quality without higher costs, 
reduce spending without reducing quality, or both

ÅSecretary can expand duration and scope
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Payment

Reform

Information 

Systems

Multi-payer 

Coherence

Keys to Rapid Progress
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Using IT to Predict Risk and Marshal Resources
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An EMR model to predict 30-day readmission for heart failure. Model variables 

include: systolic and diastolic blood pressure, pulse, temperature, pH, BNP, PT/ INR, glucose, CK-MB, troponin, wbc, 
pCO2, BUN, sodium, creatinine, CK,  bilirubin, albumin, age,  history fofdepression, single,  male, no. of home 
address changes, medicare, high risk census tract, cocaine use, missed clinic visit, used health system pharmacy, 
prior inpatient admissions, ED  presentation time.  C-statistic: Derivation: 0.73; Validation 0.69

25Source: Ruben Amarasingham, MD, Parkland Health and Hospital System, Presentation to Commonwealth Fund on 

May 12, 2010, ñHarnessing Electronic Medical Record Data to Reduce Readmissions.ò
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Affordable Care Act: New Era of Health Reforms

Coherent Multi-payer Action Will Be Essential to 

Stimulate and Support Improved Care Systems & 

Bend the Cost Curve While Improving Value
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Visit the Fundôs website at

www.commonwealthfund.org


