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A Continuing Journey on Coverage 

and Payment Reform 
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Value-Based Payment Reform Roots 

Unsustainable Cost Growth      + Mixed Quality, Service, and Value 
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Voluntary movement 
to more advanced 

models beginning to 
exempt providers 
from more basic 

programs 
 

True innovation 
increasingly 

provided/allowed in 
more advanced 

models 

12 Major Programs 
• 5 Mandatory 
• 7 Optional 

Medicare/CMS Leading the Charge* 

* Expected to continue given bipartisan support for value-based elements of health reform 
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“Accountable Care” 

 Payment reform based on physicians and 
hospitals being accountable for total cost 
of care and quality/satisfaction of health 
care for an attributed patient population 

 

“Accountable Care Organization” = ACO 

 A voluntary organization of providers 
participating in population-based 
Accountable Care programs for Medicare, 
and/or Medicaid, and/or Commercial 
Health Plans 

 

“Attributed Patient Population” 

 Under current ACO programs, determined 
as those having established primary care  
relationships with physicians participating 
in the ACO network 

 

 

Accountable Care and ACOs 
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Encounter-Based 
Delivery System 

Person-Based 
Delivery System 

• Optimized for proactive partnership 

with all patients to manage health 

and proactively plan care needs 

 

 

• Providers paid  through “after the 

fact” claims for reimbursement for 

individual  encounters of care 

• Providers do best by maximizing 

volume 

• Provider networks to be increasingly 

pre-paid on a per-person basis to 

deliver and/or manage all care 

needed across a population of people 

• Providers do best by maximizing 

value (high quality, low cost) 

Shift 

• Limited incentive for delivery system to 

organize around the patient’s complete 

health care needs and experience 

• Significant ability and incentives 

to understand entire patient and 

all care provided 

The Basic ACO Transformation 

• Optimized for high quality provider 

visits to treat a specific illness, injury, 

or problem in isolation 
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 “Risk” in this context is where health care provider performance includes 

financial accountability for cost overruns 

• Current ACO models dominated by “upside only” savings but that was 

never intended as anything other than transitional model 

 CMS is closing the exits to completely avoid this movement: 

• Standard Medicare ACO program has maximum 6 years before risk 

• Increasing attractiveness of risk ACO Models 

• Mandatory bundled payments 

• MACRA/MIPS in 2019 for all Medicare physicians 

• CMS requirements/incentives for multi-payer payment reform 

• State innovation models with strong payment reform element (like 

Vermont’s APM)  

• Recent 1115 Medicaid Waivers (including Vermont) focused on moving 

Medicaid into ACOs and payment reform   

Key Economic Concept: Movement to 

“Risk” 
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Risk Example: VMNG Economic Model 

Fixed Revenue (i.e. Risk Managed) Variable/FFS Revenue  

Fixed 
$57,705,000 

Variable (FFS) 
$32,505,000 

Losses 
Maximum Payback 

to DVHA = 
$2,706,000 

Savings/Losses come from spending on this side: 
1% on these providers/services = savings or payback of $325,000 
3% = savings or payback of $975,000 
5% = savings or payback of $1,625,000 
8% = savings or payback of $2,706,000 (Maximum Total Risk) 

Fixed Payment Model for 4 Hospitals 

Attributed Medicaid Population 
29,103 

Loss Payback 
If needed, payback provided by participating hospitals based on  

pre-configured formula with maximum commitment 

0.5% Required 
Allocation to 
Quality Based 

Incentive = $451K 

Total Cost of Care Target  
$90,210,000 

(2015 actual with 2013-15 Trend applied 2015-
2017, Population Age Adjustments, Minus 0.2% 

Discount) 

Savings 
Additional 
Incentives 

from Savings; 
Maximum 
$2,706,000 

Incentives and Savings 
Measurement  and Distribution 

Models under Development 

UVM MC CVMC NMC Porter 

$32,771,000 $11,293,000 $9,553,000 $4,088,000 

VT Home  

Health 
VT FQHC 

VT Ind.  

Physician 

Dartmouth- 

Hitchcock 

Other VT  

Hospitals 

Other  

Vermont 

Out of  

State 

$1.4M $1.8M $5.2M $1.3M $1.6M $18.4M $2.9M 
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How the U.S. Can Reduce 

Waste in Health Care 

Spending by $1 Trillion 

 

HBR Online November 2015 

The Opportunity is Still There 
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Population Health Management Model 

 
 44% of the population 

 

 Focus: Maintain health through preventive care 
and community-based wellness activities 

 

 Key Activities: 
• PCMH panel management 
• Preventive care (e.g. wellness exams, 

immunizations, health screenings) 
• Wellness campaigns (e.g. health           

education and resources, wellness           
classes, parenting education) 

  
Category 1: 

Healthy/Well   
(includes 

unpredictable 
unavoidable events) 

Category 2:   
Early Onset/ 

Stable Chronic 
Illness   

Category 3:         
Full Onset Chronic 

Illness & Rising Risk 

Category 4: 
Complex/High Cost 
Acute Catastrophic 

LOW RISK MED RISK 

HIGH RISK VERY HIGH RISK 

 40% of the population 
 

 Focus: Optimize health and self-management of 
chronic disease 

 

 Key Activities: Category 1 plus  
• PCMH panel management: outreach (>2/yr) 

for annual Comprehensive Health Assessment 
(i.e. physical, mental, social needs) 

• Disease & self-management support* 
(i.e. education, referrals, reminders) 

• Pregnancy education 

 

 6% of the population 
 

 Focus: Address complex medical & social 
challenges by clarifying goals of  care,     
developing action plans, & prioritizing tasks 
 

 Key Activities: Category 3 plus  
• Designate lead care coordinator (licensed)* 
• Outreach & engagement in care coordination 

(at least monthly)*  
• Coordinate among care team members* 
• Assess palliative & hospice care needs* 
• Facilitate regular care conferences *  

 

 10% of the population 
 

 Focus: Active skill-building for chronic 
condition management; address co-
occurring social needs  
 

 Key Activities: Category 2 plus  
• Outreach & engagement in care 

coordination (>4x/yr)* 
• Create & maintain shared care plan* 
• Coordinate among care team members* 
• Emphasize safe & timely transitions of care 
• SDoH management strategies* 

* Activities  coordinated via Care Navigator software platform 

16% Lives 
40% Spending 

89% Multiple Chronic 
67% MH Condition 
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Quality and Satisfaction Measurement 

are Major Elements 

11 
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Medicare 2014 Quality Scores with Clinical and Claims Based Measures  
vs Risk Adjusted Total Cost of Care by HSA 

Notes: 
• Measures that could reliably be broken out by HSA were included in internally calculated scores, this excludes measures calculated with O/E ratios by the payer and 

survey measures. 
• Medicare 2014 includes measures 8, 12, 13, 14 ,15 ,16 ,17 ,18, 19, 20, 21, 22-26, 27, 28, 29, 30, 31, 32-33. 
• Only about 5% of the Medicare population was chosen for clinical quality measure reporting. 
• Bubble Size indicates population size (OCV attributed population). 
• CMS-HCC risk score was used for risk adjustment. 
• Spend based on OCV claims data 1/1/2014 – 12/31/2014 with claims run out through 3/31/2015.  For beneficiaries attributed to OCV Q4 2014. 

Bennington 1087

Berlin 1262

Brattleboro 553

Burlington 2534

Middlebury 577

Morrisville 366

Newport 425

Randolph 381

Rutland 1166

Springfield 252

St. Albans 726

St. Johnsbury 127

Townshend 142

Windsor 408

Total Sample Size for all 

included Measures 

Combined 2014

-Beneficiaries may be 
counted more than 
once if sampled for 
multiple measures. 

2014 Weighted Average Internally Calculated QM Score =86.1% 
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Medicare 2015 Quality Scores with Clinical and Claims Based Measures  
vs Risk Adjusted Total Cost of Care by HSA 

Notes: 
• Measures that could reliably be broken out by HSA were included in internally calculated scores, this excludes measures calculated with O/E ratios by the payer and 

survey measures. 
• Medicare 2015 includes measures 8, 39, 13, 14, 15, 16, 17, 18, 19, 20, 21, 40, 27, 41, 28, 30, 31 and 33. 
• Randolph HSA did not have any eligible individuals chosen for quality measures in 2015. 
• Only about 5% of the Medicare population was chosen for clinical quality measure reporting. 
• Bubble Size indicates population size (OCV attributed population). 
• CMS-HCC risk score was used for risk adjustment. 
• Spend based on OCV claims data 1/1/2015 – 12/31/2015 with claims run out through 3/31/2016.  For beneficiaries attributed to OCV Q4 2015. 
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Bennington 1624

Berlin 1726

Brattleboro 616

Burlington 3700

Middlebury 937

Morrisville 562

Newport 840

Rutland 1774

Springfield 531

St. Albans 782

St. Johnsbury 381

Townshend 234

Windsor 472

Total Sample Size for all 

included Measures 

Combined 2015

2015 Weighted Average Internally Calculated QM Score =88.8% 

-Beneficiaries may be 
counted more than 
once if sampled for 
multiple measures. 
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Requires Focus on Socio-Economic  

Factors Too 
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A Cultural Transition for Providers 
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OneCare Transformational Agenda 
under APM 

 Payment Reform Elements 
• Population-level total cost accountability (“risk”) across Medicare, 

Medicaid, Commercial populations 

• Hospital fixed revenue model for larger portion of their budgets 

• Primary Care payment reform – equitable and adequate, payer 
agnostic 

• Integrated payment programs with community-based care and 
service providers 

 Population Health Management Elements 
• Mental health and substance abuse focus 

• Community primary and secondary prevention 

• Socio-economic risk and mitigation 

• Community care coordination 

• Consumer health engagement 

• Field-deployed population informatics system 
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Advanced Analytics: Workbench One 
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Population Health Management System: 

Care Navigator 
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Final Thoughts 

 Likely will take incentives to ensure enough providers, payers, and 

employers participate in the model  

 Public transparency and consumer benefits and protections 

essential to win their hearts and minds too 

 Strong start and continuing shift of financial resources from hospital-

based acute care to prevention and lower cost “upstream” and 

community-based treatment 

• Transformation assistance to pilot the required new programs and 

infrastructure will hasten this transition  

 Targeting overall healthcare cost growth to a general-inflation level 

index (3.5%) for 2018-2022 is a significantly underappreciated story  

 Population “risk” model means question shifts from “do ACOs save 

money” to “are ACOs the best way to maintain access, improve 

quality, and live within the cost target” 

• Savings are “baked in” – living within our means is the trick 

 

 


