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Spending on health care driving federal deficits 
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v  Improve Performance 
Measurement 

v Reform Health Care 
Payments 

v Support Innovative Health 
Care Benefits 

“Bending the Curve” while improving quality 

Full-text available at: http://
www.brookings.edu/health 

Includes: 
•  Additional context 
•  Specific sub-

recommendations 
•  Breakdown of legislative vs. 

regulatory actions 
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Speed payment reforms away from traditional volume-
based payment systems 

1 

Assure Americans are rewarded with substantial savings 
when choosing plans offering higher quality care at lower 
premiums  

2 

Reform coverage so most Americans obtain meaningful 
benefits for decisions that improve health and reduce 
costs  

3 

BTC steps to slow spending growth while improving the 
quality of care 
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Requires much more accountability and support for better 
care, lower costs – system wide – through: 
 
•  Leadership on Consistent Performance Measurement 

and Better Evidence – derived from supporting 
improvements in the delivery of care 

•  Leadership on Payment Reform – public and private 

•  Leadership on Innovative Benefits – and innovative 
benefit choice systems to promote them 

Achieving real health care reform 

Expanding insurance 
coverage and squeezing 
prices won’t do it 

State leadership needed 
to promote better quality, 
lower costs 
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Health Care Reform Leadership 
in North Carolina 

Community 
Care of North 
Carolina 

•  Community-based approach that involves primary care providers, safety net organizations, 
hospitals, social services, local health departments, and other community agencies in 
managing the care of a group of Medicaid patients.   

•  14 regional community health networks across North Carolina providing services to over one 
million Medicaid and NC Health Choice beneficiaries 

•  Providers in the network are responsible for their own performance and receive a per-member-
per-month (PMPM) payment from the state (including for all dual eligibles) 

– Increased PMPM payment is given to primary care providers and CCNC for all aged, 
blind and disabled beneficiaries, including dual eligibles to fund behavorial health 
integration, embedded care managers in large hospitals and practices, and network 
privacy and security officers 

•  Includes a comprehensive team-based approach, embedding care managers, pharmacists, 
psychiatrists or other behavioral health professionals, and nutritionists in the networks and in 
some of the larger patient practices 

•  Considering becoming a Medicaid pediatric ACO 

North Carolina 
Community 
Care 
Networks, Inc. 
(NCCCN) “646” 
demo 

•  NCCCN receives funding from Section 646 of the Medicare Modernization Act (MMA) through 
a five-year demonstration program to improve safety, effectiveness, efficiency, patient-
centeredness, and timeliness of care for Medicare enrollees (1/1/2010 – 5/31/2014) 

•  Program assigns beneficiaries to a primary care physician, provides community-based care 
coordination services, expands case management information systems, and uses a 
performance measurement and an incentive program to encourage improvements in care and 
reductions in cost 

•  If NCCCN is able to show improved health outcomes and lower health care costs, then it can 
share in the savings with CMS 

NC Initiative Initiative description 

{Not Exhaustive} 
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Health Care Reform Leadership in  
North Carolina (cont.) 

Program of All-
Inclusive Care 
for the Elderly 
(PACE) Model 

•  Provides long-term care services for the frail elderly in their own community through adult day-
center services and in-home services such as transportation, nutrition counseling, social 
services, case management, primary care, specialized therapies, and nursing care through the 
program 

•  Medicaid pays PACE a monthly fee for each recipient allowing PACE to provide all services 
patients need without the limitations of fee-for-service systems 

– Medicare and Medicaid provide PACE with monthly capitation payments for dual 
eligibles  

•  Two PACE models in North Carolina (Elderhaus, Inc. in Wilmington and Piedmont Health 
SeniorCare in Burlington) and several others in development 

•  Current PACE models in North Carolina have seen a majority of patients improve or maintain 
performance in activities of daily living and cognitive functions 

NC Initiative Initiative description 

North Carolina 
Multi-payer 
Demonstration 
in Seven Rural 
Counties 

•  CMMI grant to test a multi-payer partnership between NC DHHS, CCNC, BCBSNC, and the 
State Health Plan 

•  Will allow individuals in seven rural North Carolina counties (Ashe, Avery, Bladen, Columbus, 
Granville, Transylvania and Watuga) who are enrolled in Medicare, BCBS or the State Health 
Plan to enroll in community care networks 

•  Medicare will support this initiative by paying per member per month payments to primary care 
practices and CCNC networks to pay for care management and quality improvement activities 

{Not Exhaustive} 
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North Carolina First in Health (FiH) initiative 

Leverage existing CCNC 
infrastructure (medical 
homes, health IT support, 
shared savings framework, 
provider and patient 
resources) 

Core elements: 
Unite NC public and private 
sector healthcare leaders 
around common goals 
Expand CCNC Medical Home 
to Private Sector (multi-payer) 
Enhance medical home 
infrastructure through NC HIE 
Document health system reform 
through research study 

1. 

2. 

3. 

4. 
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Strong Foundation for Reform in North Carolina… 

•  Efforts to promote effective information technology to 
improve care – and enable better performance 
measurement 

•  Multipayer initiatives to reform payments to support 
delivery reform:  medical homes, care coordination, 
transitional/supportive care, accountable care 

•  Innovative benefits to engage patients/ consumers 

… Creating Opportunities for National Leadership 
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Convene/Lead to Provide Measures of Quality and Cost that 
Matters to Patients and Providers 

–  Right Measures, Especially Outcomes of Care and Total Costs  
–  Consistent Methods with Valid Results 

 

Measure performance to enable better choices 

Bringing Meaningful Data Together  

All-Payer 
Databases 

Distributed-Data 
Collaborations 
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Lab 

 Pharmacies 

Registries  

Hospitals 

Summary results (denominator/numerator) are 
consistently calculated and transmitted 

Identifiable Patient-Care Data 

Remains Behind Firewalls 

Data Exchange for Care  
Coordination and Quality  Improvement 

Data Use: Consumer 
Engagement/Choice 

Date Use: Payment & 
Benefit Reform 

Physicians 

H 
E 
A 
L 
T 
H  
 
P 
L  
A 
N 
S 

C 
O 
N 
S 
U 
M 
E 
R 
S 

Distributed data collaboration for quality improvement, 
payment reform, and consumer engagement 
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•  Measurement of Quality and Cost Provides 
Foundation for Payments Based on Value: 
Accountable Care  

•  “Shared Savings” 
•  Examples of Accountable Care 

–  Medicare Physician Group Practice Demonstration 
–  Medicare Regional Demonstrations: Sustaining Health Insurance 

Exchanges 
–  Brookings-Dartmouth Accountable Care Organization (ACO) 

pilots 
–  Premier ACO Network  
–  Private Health Insurer ACOs 
–  Upcoming Medicare and Medicaid ACOs 

12 

Reform Payments Based on Value 
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Little formal ACO activity two years ago 

= Medicare Physician Group Practice Demo ; 
Medicare Health Care Quality Demon 

Public Sector 

{Not exhaustive} 
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Now ACO implementation is accelerating across 
the U.S. 

= CIGNA 

= Brookings-Dartmouth 
= Premier  

= AQC (9 organizations in MA) 
= Other private-sector ACOs 

Private Sector 

= Beacon Communities 
= PGP, MHCQ 

Public Sector 

{Not exhaustive} 
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Wide variety of possible models for ACO 
implementation 

Independent or 
small providers  
 
Leadership  may 
come from 
providers, medical 
foundations, non-
profit entities or 
state government 
 
Sometimes in 
conjunction with 
health information 
exchanges or 
public reporting 

Small physician 
practices working 
together as a 
corporation, 
partnership, 
professional 
corporation or 
foundation 
 
Often contract 
with health plans 
in managed care 
setting 
 
Individual 
practices typically 
serve non-HMO 
clients on a 
standalone basis 

Joint venture 
between one or 
more hospitals & 
physician group 
 
Vary from focusing 
contracting with 
payers to 
functioning like 
multi specialty 
group practices 
 
Many require strong 
management 
focused on clinical 
integration & care 
management 

Strong physician 
leadership 
 
Contract with 
multiple health 
plans 
 
Developed 
mechanisms for 
coordinated care 
(sometimes 
arranged through 
another partner) 

One or more 
hospitals & 
large group of 
employed 
physicians 
 
Insurance plans 
(some cases) 
 
Aligned 
financial 
incentives, 
advanced 
health IT, EHRs, 
& well-
coordinated 
team-based 
care 

Regional 
Collaborative 

Independent 
Practice 

Association 

Physician-
Hospital 

Organization  

Multispecialty 
Group Practice 

Integrated 
Delivery 
System 
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Shared savings when  
quality improves 

–  Benchmark based on per-capita 
spending for assigned patients 

–  If actual spending lower than 
target AND quality measures 
improve, providers receive 
additional payments 

Advancing payment models to support improved 
performance 

Going further with transitions to 
“two-sided risk” and partial capitation 

–  Two-Sided Risk: Increased 
incentive for providers to decrease 
costs as they are at risk for losses 
if spending exceeds targets 

–  Partial Capitation: Mix of FFS and 
prospective fixed payment; while 
potentially greater upside, if ACO 
exceeds budgets, more risk means 
greater financial downside 

 Actual 
     Shared  

Savings 

ACO Launched 

Target 
Projected 
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Measuring and rewarding performance 

Increasingly Sophisticated Measures Over Time 

Core measures 

•  Measures: Easily 
calculable through 
administrative data or 
existing patient survey 
systems 

•  Health IT: 
Implementable without 
fully functioning and 
integrated EHRs (e.g. 
internal web portals, 
patient registries) 

Interim clinical process 
measures 

•  Measures: Require 
clinical data on 
evidence-based 
processes of care that 
are less accessible in a 
standardized format by 
many health care 
organizations 

•  Health IT: Expanded 
health IT capabilities 
from investments in 
electronic data systems 
and better access to 
clinical data 

Advanced measures  

•  Measures: Advanced, 
patient-reported 
measures that include 
functional outcomes 
and health risk 
assessment 

•  Health IT: Advanced 
health IT capabilities 
that likely include an 
integrated and fully-
functioning EHR 
system 
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Core competencies for accountable care 

1. 

Health IT that supports measurement for both improvement 
and accountability – starting with simple systems for tracking 
patients and progressing to electronic health records 

2. 

Care improvement programs that allow teams comprised of 
nurses, pharmacists and other health professionals to 
maintain health and prevent costly complications of chronic 
diseases and major procedures 

3. 
Care coordination – especially for the frail elderly or for 
those with multiple chronic conditions – across clinicians and 
sites of care 

4. 

Governance and leadership focused on the resources and 
project management required to implement new models of 
care 
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Lessons learned from ACO implementation 

Develop data-
driven process to 
build trust 

Make longer-term 
commitment 

Reduce uncertainty 
and address risks 

•  Use data to inform a move towards value and identify a payer-
partner to initiate discussions 

•  Develop an implementation plan that identifies opportunities to 
improve care delivery and population management 

•  Launch initiatives that reinforce payment changes (PCMHs, 
episode-based payments) 

•  Implement reforms with a long-term contract to ensure success 

•  Commit to ongoing adjustments to the ACO contract – from 
both payers and providers 

•  Harmonize the assets of both payers and providers 
•  Receive commitments from the payer for: timely data, 

management of insurance risk, and possibly sharing of 
performance risk 

•  Develop realistic estimates of ACO start-up costs 
•  Review past data to understand organizational performance 
•  Align on clear and realistic expectations for both quality and 

costs 
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Synergy in payment reform 

Value-based 
payment 
reform 

Aligned Performance 
Measures 

•  Quality (Including 
Impact on Outcomes, 
Population Health) 

•  Cost/Efficiency Impacts 

 

Aligned Reform Priorities 
and Support 

•  Timely data for patient 
care 

•  Supportive health plan, 
specialty providers, 
hospitals 

Aligned Payment Reforms 
•  HIT Meaningful Use 
•  Payments for Reporting/ 
•  Medical Homes 
•  Episode Payments 
•  Accountable Care 
•  Others 
 
 

Sufficient Scale 
•  Sufficient capital to provide 

time, effort, and technical 
support for real delivery 
change (payers, providers- 
including physicians, equity) 

•  Strategy for using and 
augmenting Federal 
payments 

•  Systemwide leadership: 
regional collaborations; 
business groups; states; 
Federal government? 
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Multi-payer efforts critical to ACO success 

Successful ACOs will need 
support from CMS, private 
payers, and states 

Private 
Payers 

CMS 

ACOs 

States 
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Key challenges for successful ACO implementation  

Aligning multi-
payer ACOs with 
other reform 
initiatives 

Catalyzing real 
leadership from 
providers & payers 

Reducing start-up 
costs 

• Develop a common set of 
performance measures 
with a pathway for more 
sophistication over time 

• Create harmony between 
other payment and 
delivery system reforms 

• Commit sufficient 
leadership support within 
organization and trust 
toward shared goals 
between payers and 
providers 

• Develop common 
frameworks and contract 
templates to reduce costs 
and uncertainty 

• Promote transparency to 
accelerate learning 

Accountable Health Care Challenges Potential solutions 

ACOs: 
Coordinated networks 

of providers with 
shared responsibility to 

provide the highest 
value care their patients 
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•  >60 provider & payer 
organizations 

•  Focused on defining 
core ACO concepts 

•  Included webinars, 
ACO materials, and 
conference discounts 

 

ACO Learning Network: moving ACO implementation 
forward through peer-learning  

Implementation-
focused webinar 
series 

Member-Driven 
Conferences 

ACO 
Newsletter 

Web-based 
resources 

•  >125 organizations 
from across the  
 health care spectrum 

•  Share lessons learned 
from ongoing examples 
of ACO implementation 

•  In-depth analysis of 
emerging Federal and 
State regulation 

 

2009-2010  
ACO Learning Network 

2010-2011  
ACO Learning Network 
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Reform coverage and benefits for greater value 

Medicare Part D “Exchange” 
Experience 

•  Broad range of benefit design and 
coverage options allowed, subject to 
minimum standards for “actuarial 
equivalence” 

•  Comparative cost and quality 
information available 

•  Fixed subsidies based on income and 
health status: strong incentives for 
beneficiaries to choose lower-cost 
plans that met their needs 

•  Steps to address adverse selection: 
subsidies; risk adjustment; some 
reinsurance and risk corridors 

•  45% lower costs than projected 
•  Beneficiaries chose “tiered” benefits 

that enabled much more savings 
based on their drug choices, not 
traditional Medicare insurance design 

Implications for  
Health Care Reform 

•  Benefit design reforms to 
support wellness, better 
adherence and healthier 
behaviors 

•  More comprehensive and more 
personalized application of 
benefit tiers: beneficiaries 
share in savings or get other 
benefits 
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•  Broad flexibility and competition in benefit design 
•  Support for confident choices: meaningful information, 

straightforward process to choose, assistance 
•  Steps to mitigate adverse selection (especially if no effective 

mandate) 
–  Limited enrollment periods 
–  Auto-enrollment 
–  Late enrollment penalty 
–  Limited “buy up” 
–  Risk-adjusted payments 

•  Provide strong incentives to choose less costly plan  
–  Example:  fixed subsidy (based on income, health status, etc.) 

that doesn’t depend on the cost of the plan chosen, so 
beneficiary keeps any savings from less costly choice 

•  Use Federal financial support in system design 

Promote competition in insurance choice to drive 
innovative care and savings 
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Leadership for 
Innovative, High-Value Health Care 

•  Build up better IT support, in way that simultaneously improves 
performance measurement, driving payment and benefit reform 
–  Focus on data-driven, shared goals for improving care 
–  Support clinicians with needed data 
–  Use for implementing consistent, steadily-improving performance 

measures, increasingly related to outcomes important to patients 
and overall spending 

•  Implement value-based payment reform 
–  All payment reforms can support core goals: better quality of 

care leading to better health outcomes and lower overall costs 
–  Reinforcing measures 
–  Medical home, IT, other incentives can provide up-front 

“investments” to support greater accountability for quality and 
costs 

•  Promote innovative benefit designs and competitive insurance 
market reforms  


