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ACHP Approach to Payment Reform – Response to October 3, 2012 Meeting  

ACHP member organizations have been leaders in restructuring physician payment and moving away from fee-
for-service for many years.  Our health plans have adopted these payment reforms in order to align the goals of 
payers and physicians in keeping people healthy and providing care that is of the highest quality and value. As 
innovators in different areas of the country, our member organizations have developed physician incentive 
programs that meet the needs of practices in their communities—whether physicians are delivering care as sole 
proprietors, multi-specialty clinics or integrated health systems.  One unifying characteristic is the 
simultaneous focus on quality, efficiency, and patient satisfaction.  

ACHP health plans support practices financially through one or more of the following mechanisms:  
• stipends or transformation “seed money”;  
• bundled payments;  
• pay-for-performance;  
• enhanced fee-for-service payments;  
• shared savings/gain sharing, and or shared risk;  
• care coordination/care management fees 

One area of particular innovation, for both integrated systems and health plans that contract with providers (as 
well as mixed-model health plans), is the Patient-Centered Medical Home.  ACHP members see the medical 
home as a way of transforming primary care and placing it at the center of their care system.  They have 
moved beyond structure (i.e., payment for simply reaching a certain level of Medical Home status) to payment 
arrangements that combine FFS payments with incentives for quality, efficiency/utilization, outcomes, and 
patient satisfaction and access.  Several ACHP members have started out with smaller quality incentives (e.g., 
5%) and moved to arrangements over time in which a primary care physician’s reimbursement can be increased 
significantly by delivering high-quality, efficient care.  These payments are still in the context of more limited 
thoughtful and appropriate risk exposure than traditional capitation payment models. Under these 
arrangements, payment can be a combination of fee-for-service, capitation, quality incentives, and rewards for 
efficiency. Specific examples of these arrangements can be found at the end of this document. The variations 
in the models reflect the significant variation in the degree of medical system integration and capability but all 
drive toward accountability for triple aim performance and set up dynamics that reward top performers. 

What We’re Learning – Key Themes 

New models for payment are necessary, but by no means sufficient to truly reform care delivery and incent 
physicians. Payment reform must be integrally linked to efforts to create a higher degree of integration and 
collaboration between payers and providers, and requires some degree of flexibility for regional customization. 
It is also critical to acknowledge that payment models aligned with Triple Aim objectives are also necessary but 
not sufficient.  New models for physician payment must also have a clear connection to the ideal of 
professionalism that drives much physician behavior. An example of this is the impact of public reporting of 
clinical quality results that, in some markets, has led to steady, year over year performance improvement.  

The following pages represent a summary of these key themes, with examples underneath each, in response to 
the request for further detail on ACHP plans’ experience with alternative payment models.  
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Require Reporting of Meaningful and Transparent Quality Measures  

Models must be connected to measures that are meaningful to patients, physicians and have an impact on 
lowering the overall cost of delivering care.   

We reviewed the measures that the six health plans that participated in the October 3 meeting (Capital District 
Physicians’ Health Plan, HealthPartners, Independent Health, Priority Health, Tufts Health Plan and UPMC) 
used for commonalities, and found that the performance on the following HEDIS® treatment and screening 
measures are often used as a “threshold” for physicians to earn additional bonus payments for cost and patient 
experience performance.  

Health Care Outcomes: Preventive Health 

• Cervical cancer screening 
• Mammogram screening 
• Chlamydia screening 
• Glaucoma screening 
• lead testing in children 
• child/adolescent well care visits 
• childhood immunizations 

Health Care Outcomes: Disease Management  

• Diabetes Care (HbA1c testing and control, LDL testing, nephropathy monitoring, complete lipid profile, eye 
exam) 

• Asthma care management  
• Appropriate testing for children with pharyngitis 
• Appropriate treatment for children with URI 

For Cost/Utilization Measures, the following represents commonalities we found in a high-level analysis: 

CDPHP, Health Partners and Independent Health: These plans use risk-adjusted ratios to determine their 
efficiency index. They compare the total cost relative to peers in the same network/peer group. Health 
Partners measures total cost and utilization separately using two calculations, whereas CDPHP and Independent 
use one formula.  

• Health Partners formulas:  
o Total Cost Index = Risk Adjusted Per Member/Per Month PMPM / Peer Group Risk Adjusted 

PMPM 
o Resource Use Index = Risk Adjusted Resource Use PMPM / Peer Group Average Risk Adjusted 

Resource Use PMPM 
• CDPHP formula:  

o Total cost of care Index relative to peers in network including ED, Hospital, Lab, Radiology, Rx, 
Specialists (Risk adjusted and expressed as a ratio: observed/expected) 

• Independent Health formula:  
o Total Cost Index = Risk Adjusted PMPM / Peer Group Risk Adjusted PMPM 
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Phase in Provider Risk-Sharing: Start with Shared Savings  

The ACHP plans have found it productive to start with purely “upside risk” (sharing savings, but not sharing 
loss), as part of building trust and confidence in physician practices. Physician practices are not used to 
managing risk, so health plans have achieved buy-in to payment restructuring by sharing savings with providers 
but, initially absorbing losses themselves. As provider organizations gain skill and confidence in their ability to 
manage a population, they are in a better position to take accountability for downside risk.  It also assures that 
both plans and providers are selecting categories of risk that providers can control. Many of the ACHP plans 
with innovative payment models are in transition stages, moving from pay-for-performance to gain sharing that 
is purely upside, to gain sharing that carries some downside risk.  

Even within a single ACHP member plan, there are often multiple versions of an incentive program -- meeting 
the provider practice where it is in structural and technological capabilities.  The goal of these arrangements is 
to drive physicians to greater innovation, more responsibility for total costs of care, and properly aligned 
incentives around patient-centered care over time.  

Example:  

Tufts Health Plan’s (THP) value-based global payment strategy is based on a systematic approach that engages 
both providers and consumers in health care decisions. The Coordinated Care Model is a three-pronged 
approach that focuses on the alignment of behavior through provider engagement, product design and care 
management.  Provider engagement creates a collaborative alignment around an appropriate level of financial 
risk - shared vs. full - based on a group’s readiness to assume risk.  THP assesses each group’s readiness to 
assume risk along several attributes. Groups must possess appropriate levels of physician leadership, system 
integration and cultural alignment and internal provider incentive structures.  The plan also looks at 
organizational infrastructure related to primary care access, referral management approaches, care 
management capabilities and data and analytic capacities. Appropriate risk motivation and alignment along 
these attributes are used as determinants of likely success under a risk based contract. This construct informs 
the plan’s decision on the appropriate level of initial risk and the progressive increases in risk shared by the 
provider.  

Structure Payment and Relationships to Put Primary Care at the Center of the Care System 

ACHP’s health plans’ focus on primary care reflects our belief that the primary care physician should be at the 
center of a system that is responsible for the health of a defined total population. ACHP member plans provide 
primary care physicians with information about which specialists and hospitals are more efficient (cost) and 
more effective (quality). Especially when combined with innovative benefit designs that encourage patients to 
choose high value care, the plan puts the primary care physician in a position to coordinate care with 
specialists and other providers and supports them with both the necessary analytical information and the 
financial incentives to do so. It is clear, however, that to realize the full potential of payment reform, one 
must extend accountability and transparency to specialty categories of care as well as hospital care. 

Example: 

Independent Health has spent a great deal of time building a coalition of respected, well recognized high-
performing primary care physicians who work collaboratively with each other, specialty physicians, and other 
providers to improve the health of the population. This coalition and its approach to health care delivery is 
known as Primary Connections. It is a physician-led, physician-driven initiative, with the health plan as 
facilitator and collaborator, that includes:  
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• Innovative hybrid reimbursement model; pay for value with opportunity to share savings 
• Enhanced access to analytical data and information  
• Deep collaboration between primary care providers and specialists 
• Access to dedicated resources: case managers, behavioral therapists, pharmacists, nutritionists 

Building trust 

The importance of building relationships with physicians over time cannot be overstated. Getting provider buy-
in to new payment arrangements that are aligned with outcomes measures is an essential component of 
payment reform. Such buy-in includes on-the-ground work with physicians to explain and benchmark 
performance, along with participation with other community stakeholders to ensure broad support and buy-in 
to the metrics used for incentives. Absent the hard work of developing those relationships, providing the 
information needed to promote success and aligning incentives between payer and provider, payment reform is 
not likely to be successful. These connections have been a successful means of drawing a credible connection 
between aligned payment models, measures of clinical quality, and patient experience and the ideal of 
professionalism held by the great majority of providers. 

One way to engender trust is to acknowledge and solicit the leadership of physicians in identifying clinical 
needs for the community and developing the programs to address the need. Economic alignment should follow 
(quickly) upon clinical alignment.  

Example:  

Through ongoing financial support and engagement with regional quality collaboratives such as the Institute for 
Clinical System Improvement and Minnesota Community Measurement, HealthPartners has helped establish 
forums for grappling with some of the most difficult issues arising from attention to the Triple Aim.  These 
forums involve providers from all types of practices as well as the majority of payers in great Minneapolis 
region and have helped the community move along the path to delivering on the Triple Aim where other 
communities may have stalled.  HealthPartners has used work results from these collaboratives, combined with 
its own supporting analytics, pay for performance and recognition programs, tiering, patient information, and 
product design to create consistent market signals tailored to the capabilities of its care delivery partners.  
This provides a visible path to success on all Triple Aim objectives while pushing continued transformation.   

Summary 

These models are reflective of six ACHP member organizations. Many other ACHP members are also 
implementing alternative models to fee-for-service for both primary care and specialty physicians. All of our 
members recognize the importance of linking payment to meaningful measures, involving physicians in the 
design of new models, and ensuring quality patient care is a key driver behind all payment innovation. We are 
happy to provide more information about the models from the plans featured in this brief document, as well as 
other ACHP organizations’ approaches to payment.  
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Examples of Models:  

Independent Health  

Hybrid reimbursement model:  

(1) FFS for preventive services, immunizations, in-office procedures and labs 
(2) Prepaid ,risk-adjusted monthly care coordination fee (includes previous FFS services other than 

preventive services with enhancement to help capitalize practices investment in the development of 
new care systems and skilled ancillary staffing). 

(3) Shared Savings: potential to share in total cost of care savings for their attributed patient population; 
must meet quality thresholds to access shared savings.  

 

 
 
1.5x  and 2.0x refers to the opportunity for physicians to make up to one and a half times their current 
reimbursement.  
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Capital District Physician’s Health Plan – Enhanced Primary Care  

 
Tufts Health Plan 
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Pay-for-
Performance

Full Risk/ 
CapitationFee-for-Service

Efficiency 
Surplus 
Sharing

Provider RiskHealth Plan Risk

Budget Risk 
Share

• Providers are 
paid fee-for-
service, with a 
portion of 
reimbursement 
tied to efficiency 
and/or quality 
performance

• Providers adopt 
100% risk above 
and below a 
negotiated PMPM 
budget amount

• Providers and 
payers share in 
the gains of 
achieving a lower 
cost than target

• Upside and 
downside risk is 
shared between 
THP and provider

• Providers are 
paid when they 
provide a unit of 
service

2011 51.7% 4.3% 24.2% 19.8%

2012 27.7% 4.3% 48.1% 19.8%

Change -24.0% 0.0% +24.0% 0.0%

PIP

Bonus

Capitation

Adjustment

FFS

FFS

Care 
Coordination
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UPMC Model (PCMH)  
 

FFS

Quality P4P

2006-2011 Future State

FFS (or 
population-
based global 

payment)

Management 
Fee

Gain Share

Gain Share

FFS

Management 
Fee

Quality P4P

Current

Gain Share

Gain is derived from improved coordination and management 
of services; decreased admits/ER visits/diagnostic services

 
 


	Congress letter_questions 7-12-13.pdf
	ACHP Payment Reform

