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The Value-Based Reimbursement 
Steeplechase
By Monica E. Oss

Over the last few days, both at The 2017 OPEN MINDS Strategy & Innovation Institute and in 
the days following the event, every discussion I’ve had has been all things strategy – shifting 
market (see Rethinking Your Strategic Competitive Landscape), integrated care coordination 
(see How The ‘Superutilizer Effect’ Has Driven Integrated Care & Changed The Mental Health 
Landscape), value-based reimbursement (see Taking A Functional Approach To Succeeding 
With Value-Based Reimbursement), technology and competitive advantage (see Finding 
Competitive Advantage In Consumer-Directed Health Information – Genomics & More), and 
marketing planning (see Marketing Is Strategy In Action). But some of the most challenges 
discussions have looked beyond the initial implementation of value-based contracts to the likely 
evolution of those agreements.

In my closing remarks (see There Is No “Plan B” Alternative To Value: Creating A Value-
Focused Competitive Strategy In A Changing Market), I shared the view that the market model 
of value-based reimbursement was a bit like a steeplechase – a long race with some prominent 
hurdles along the way. These hurdles are really the organizational competency, culture, and 
infrastructure needed to success at various stages of maturity of the market. As we work with 
organizations on strategy, the goal is to move the organization from success in the current hybrid 
FFS/VBR market – to success in a mature VBR market.

The “Gate” – Improving Current 
Sustainability – Success with 
VBR arrangements assumes 
an organization has stable 
performance now. A ~5% margin, 
good process management and 
productivity, a 95+% success rate 
with revenue cycle management, 
a solid marketing plan in place, 
use of performance metrics to 
guide management throughout 
the organization, and more. 
The “basics” are critical both as 
the foundation for increasing 
complexity and to generate the margins needed to invest in new staff and infrastructure.
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Hurdle #1 – Accepting Value-Based Reimbursement – The initial move to VBR is often a 
beta test or pilot project, built for replicability across multiple payers and health plans. New tech 
functionality, new team roles, and expanded metrics to monitor are part of that package, along 
with enough financial reserves commensurate with the risk assumption. 

Hurdle #2 – Competing in a VBR Environment – Once the field gets past the stage of “pilot 
projects”, competition for VBR opportunities will increase. This will result in declining rates, 
based on the assumption that mature systems will use their technology and systems reduce the 
use of unnecessary services. But, as competition increases rate pressure, there are additional 
infrastructure needs.

Hurdle #3 – Sustainability Competing On “Value” – Finally, most markets get to some 
degree of stasis of rates and the competition shifts again to value. This is the era of “consumer 
sovereignty”, where continuous redesign based on customer input is the key to market share 
and sustainability. And, a customer-centric market demands new organizational skill sets, in both 
infrastructure and culture.

The evolution of health and human services away from a focus on cost-based/volume-based 
reimbursement – and the growing expectations of our customers (consumers, caregivers, 
and health plans) – are changing both the successful business model and the market role of 
many service provider organizations. This evolution is one that will (like in retail, banking, and 
publishing) create new winners.

THE VALUE-BASED REIMBURSEMENT STEEPLECHASE
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The evolution of health and human services away from a focus on cost-based/volume-
based reimbursement – and the growing expectation that cutting volume means better care 
coordination – is changing both the successful business model and the market role of many 
service provider organizations. For a great example of this payer induced pressure, executive 
teams need look no further than state Medicaid programs.

The Patient Protection and Affordable Care Act (PPACA) resulted in an increase in the number 
of state Medicaid programs implementing care coordination and value-based payment initiatives 
– with the goal of improving the quality of consumer care and bending the health care cost 
curve. While some of these initiatives, such as health homes, were created by – or because of – 
the PPACA, others have risen organically out of the need to lower costs and improve care, such 
as state Medicaid managed care contracts that require the use of alternative payment models for 
provider organizations.

Adoption of these initiatives has created new opportunities – as well as challenges – for 
provider organizations, as there has been an increase of 39% in the number of enrollees in care 
coordination initiatives between 2014 and 2016, as well as the increasing stratification in states 
implementing these initiatives.

In 2017, there were 45 unique states participating in care coordination and/or value-based 
purchasing initiatives. Of the ten initiatives in this tracker, states most often implemented four of 
ten initiatives. The most popular initiative was SIM grants, which were implemented by 36 states, 
followed by PCMHs, which were implemented by 33 states.

Alternative payment model (APM) requirements in managed care organizations (MCO) 
contracts
There has been a proliferation of alternative payment methodologies (APM) as the number of 
state Medicaid plans that are both contracting with MCOs on an at-risk, capitated basis and 
requiring those MCOs to reimburse provider organizations using APMs expands.

What are APMs? Alternative payment methodologies (APMs) is an umbrella term used to 
describe payment models that focus on quality, cost of care, or both, rather than utilizing pay-for-
volume or fee-for-service payment models. Within APMs there are two main types of payments. 
First, pay-for-performance (P4P) – a payment system that offers financial rewards or penalties 
on top of existing fee-for-service payments for meeting or failing to meet specific performance 
measures. Second, value-based payments (VBP) – payments that are linked to the cost of care, 
usually with concomitant quality measure requirements.

Medicaid & Value — More Value-Based 
Contracting With Health Plans = More 
Value-Based Reimbursement For Provider 
Organizations

By Monica E. Oss
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Our survey found that out of the 34 states with at-risk Medicaid managed care organizations 
(MCOs), 16 states (42%) are requiring MCOs to reimburse provider organizations using APMs, 
and another four are planning to do so in the future. For more, see State-By-State Analysis Of 
Medicaid MCO Requirements For Provider Alternative Payment Reimbursement.

When it comes to Medicaid, the state requirements for APMs vary. Each state has their own 
definition for APMs, measures MCO’s progress in moving to APMs differently, and places 
different requirements on the MCO. For example, in Michigan, MCOs must increase the 
number of APMs, but the specific amount of payments is not specified. And MCOs and provider 
organizations can implement any number of alternative payment models from payment for new 
services that promote more coordinated and appropriate care to limited capitation. Other states, 
such as Rhode Island, have given more concrete requirements. Rhode Island requires that 30% 
of payments are moved to value-based payments by 2017 and 80% by 2021, and that a certain 
percentage of payments be made through the state’s Accountable Entities.

Medicaid Care Coordination Initiative Enrollment

An example of where state Medicaid programs have been some of the most enthusiastic 
adopters in care coordination programs include patient-centered medical homes (PCMHs), 
health homes, accountable care organizations (ACOs), vertical specialty carve-out health plans, 
and Medicare-Medicaid dual demonstrations.

In total, these initiatives enrolled 12.1 million Medicaid beneficiaries in 2016. This number may 
be slightly inflated, as states often implement more than one care coordination initiative, which 
can enroll the same beneficiary twice. In 2014, these programs served more than 4.6 million 
Medicaid beneficiaries. (This number excludes PCMHs, as data prior to 2016 is not available.) 
In between 2014 and 2016 (excluding PCMH data), enrollment in care coordination initiatives 
increased by 39%.

In addition to enrollment in care coordination initiatives increasing, the overall number of unique 
states with care coordination initiatives has also increased. In 2014 there were 26 unique states 
participating in care coordination initiatives, and by 2016 this increased to 38 unique states. 
However, the number of states participating in each care coordination initiative has not remained 
static. Over the course of the past few years, states have implemented new care coordination 
initiatives, and some have let initiatives lapse due to loss of funding, poor results, etc.

PCMHs, the oldest care coordination initiative, have the largest number of enrollees – with more 
than 7.4 million enrollees in 2016, and 62% of the total care coordination enrollment. Medicare 
Medicaid demonstrations and vertical carve-out specialty plans are the smallest initiatives, with 
3% of the total enrollment being in each in 2016.

In 2017 and beyond, it is expected that the number of Medicaid enrollees in specialty care 
coordination initiatives will increase. In 2017, three new states are implementing PCMHs for the 
Medicaid population, and at least one state – Connecticut – is implementing a Medicaid ACO 
program.

MEDICAID & VALUE
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Accountable care organizations (ACO) trending upward
Accountable care organizations (ACO) are groups of health care professionals and/or provider 
organizations – such as physicians and hospital systems – that form an agreement to coordinate 
care for a set group of consumers. If the ACO delivers high-quality care (measured through 
performance metrics), and lowers the cost of providing care against a baseline, then the 
organization receives a portion of the savings generated.

ACOs were originally developed as a Medicare construct as part of the Patient Protection and 
Affordable Care Act of 2010 (PPACA) to improve care coordination and lower the cost of care. 
State Medicaid programs have taken the Medicare ACO model and adapted it for their own 
purposes, pushing the boundaries on gainsharing models, types of provider organizations 
included in the model, and the required quality measures for reporting. Each state Medicaid 
program takes a different form, meaning there isn’t one simple definition. To implement these 
models, states submit either a state plan amendment or 1115 demonstration waiver to the federal 
Centers for Medicare and Medicaid Services (CMS), which is then approved.

Currently, there are nine states with ACO models – Colorado, Maine, Minnesota, New Jersey, 
New York, Oregon, Rhode Island, Utah, and Vermont. These programs have more than 2.6 
million attributed members – accounting for 28% of the total Medicaid population in those states 
and 3.5% of the total U.S. Medicaid population – and have generated $1.8 billion in aggregated 
savings.

The states with Medicaid ACOs in 2016 varies significantly from the list of states with programs in 
2015. Changes over the past year include:

1. Two states (Iowa and Illinois) have ended their state-run ACO programs. The ACOs 
formed under the program have either disbanded, been absorbed into the Medicaid 
managed care organizations (MCOs), or the ACOs have executed contracts with the 
state’s MCOs.

2. Two states (New York and Rhode Island) have implemented ACOs for Medicaid enrollees.
3. One state (Vermont) is moving towards a single payer ACO model.

In 2016, there were more than 2.6 million Medicaid enrollees attributed to ACOs. This accounts 
for 28% of the total Medicaid population in those states, and 3.5% of the total U.S. Medicaid 
population. The states with the highest Medicaid ACO enrollment are those that use risk-based 
ACOs that act like a managed care organization. In states with traditional ACO programs, the 
number of Medicaid participants is significantly lower.

(For more of the key features of state ACO models, including: populations and services included 
in ACO model, gainsharing model for each ACO program, number of attributed beneficiaries, 
savings generated by each ACO model, and quality measures included in each ACO model, 
check out The 2016 OPEN MINDS Medicaid ACO Trend Update).

MEDICAID & VALUE
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Value-Based Reimbursement As Clinical Best 
Practice Driver
By Sarah C. Threnhauser

As I’m getting ready to fly to California for our 2017 OPEN MINDS Management Best Practices 
Institute, I’ve been reflecting on “best practices” in the field. By definition, a best practice is “a 
procedure that has been shown by research and experience to produce optimal results and 
is established (or proposed) as a standard suitable for widespread adoption.” I think one the 
challenges for the field is there is not consensus about what is a best practice – and not a great 
motivation at the organizational level to adopt them.

A few years ago, Atul Gawande, M.D. wrote about the need to develop more of a “chain” 
mentality when it comes to health care – meaning that there are shared (and clear) 
processes, widespread adoption of the same best practices, and the adoption of performance 
measurements both at an individual provider organization level and at a health system level (for 
our previous discussion on this, check out Be Big? Be Like The Cheesecake Factory).

A good goal – but there remains wide (unexplained) variability in the delivery of health and 
human services and few new or widely adopted clinical guidelines and best practices. But 
the glacial move toward value-based reimbursement (VBR) of providers may bring the issue 
of best practices and decision support forward. VBR demands predictability in utilization and 
performance – which demands consistency in assessment practices, diagnostic procedures, and 
treatment planning.

I was reminded of this in my research on best practices when I read the recent article, 
Transitioning To Value-Based Care: 7 Best Practices, in Hospitals & Health Networks. Their 
framework for achieving optimal results in value-based contracting starts with the very issue of 
matching best treatment to specific groups of consumers:

Recognize that different populations may need different interventions – Just because 
consumers can be grouped by their conditions, doesn’t mean that services can be grouped 
the same way. Some treatments will work better than others depending on the community, 
neighborhood, city, or state they are deployed into. Specific population health demands equally 
specific population market intelligence.

Focusing care interventions on emerging risk – Key to value-based care will be some form 
of population health management, and the key to population health management has always 
been to address the highest-cost patients. The next evolution of cost saving will take place when 
health systems can intervene before health risks advance to the costly stage.

Invest in staffing for at-risk care – Adopting at-risk care will add consumer touch points many 
organizations aren’t prepared for. To prepare means ramping clinical teams with members from 
different disciplines (such as behavioral health, social services, or primary care).
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Examine your ability to scale – Do you have a service that does all the things above? That’s 
good, but unless you can scale it to the level needed by payers, managed care, or accountable 
care, then it’s still not great. Without it you may not be able to replicate the services and savings 
for the needed market size, and you may not be able to negotiate for better rates.

Partner with other organizations to positively impact social determinants of health – Most 
provider organizations can’t be a “one stop shop” at the same time that value-based contracting 
may demand they absorb “one stop shop” levels of responsibility. The solution is to build the 
collaborations necessary to improve community health as a whole and manage consumers 
where they live – instead of just when they seek treatment.

Rethink how success is measured – Metrics-based management still reigns supreme for 
managing service and administrative operations, and keeping them running at a high-level of 
quality, efficiency, and replicability. But to succeed, you need to know what you should measure, 
how you will do that, and how you will use that information to improve the organization.

When in doubt, focus on improving quality – No matter what you do, if the service quality 
isn’t there you can’t compete. In this context, remember that value-based means quality-based. 
The transition to value is dependent on your organization’s ability to deliver quality services.

VALUE-BASED REIMBURSEMENT AS CLINICAL BEST PRACTICE DRIVER
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Coordination, Care & Value-Based 
Contracting
By Monica E. Oss

What is top of mind with thought leaders who are focused on the behavioral health/physical 
health integration? Four words—engagement, access, availability, and partnership. That was my 
takeaway from the recent discussion with Charles Gross, Ph.D. the Vice President Behavioral 
Health/Physical Health Integration at Anthem Blue Cross Blue Shield. Dr. Gross is responsible 
for helping promote access to integrated services for more than 8.2 million combined Medicaid 
and Medicare covered lives, as well as 19.4 million commercially covered lives. A big task in a 
changing market landscape.

In April of last year, Anthem released an update on its network contracting—nearly 60% of 
its health plan spending during the first quarter of 2017 had been through value-based care 
arrangements, including over 64,000 provider organizations participating in accountable care 
organizations (ACO) and patient-centered medical homes (see Anthem Blue Cross Nears 60% 
Value-Based Care Spending). Anthem has also been in the news with some groundbreaking 
developments. Earlier this month, Anthem acquired Medicare Advantage plans, HealthSun 
and America’s 1st Choice (see Anthem Acquires HealthSun and Anthem To Acquire America’s 
1st Choice). They also were selected as one of the new Medicaid health plans in Virginia (see 
Virginia Medicaid Selects Six MCOs For Medallion 4.0 Integrated Physical & Behavioral Health 
Contracts). In October, Anthem announced a partnership with CVS Health to launch a new 
pharmacy benefit manager (PBM) company to be called IngenioRx— (see Anthem Partners With 
CVS To Start Its Own Pharmacy Business, IngenioRX).

We had the opportunity to spend some time with Dr. Gross and get his perspective on where 
behavioral health in general, and managing the care for consumers with complex needs, fits in 
Anthem’s evolving and growing health system.

From Anthem’s perspective, what are the most pressing population health/care 
coordination issues you face?
Let me give you the Anthem behavioral perspective on this issue—although I have to say, I 
think the issue I am highlighting is one shared across the population health universe. So, from 
the behavioral health perspective, the most pressing issue is “engagement.” And by that I 
mean, how can Anthem, or for that matter all health care organizations (I would include in this 
category, providers or provider-owned organizations), authentically engage consumers in their 
health journey. We, like many organizations in the health care space, have very sophisticated 
predictive models, that can, with ever increasing accuracy, identify people at risk of developing 
significant health issues and also identifying consumers with a high likelihood of having their 
current health condition get worse. The question, the pressing problem as you describe it, is then 
how to engage that identified person? Engage them in a way that leads to significant changes in 
behavior that, in turn, leads to improved health outcomes.
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COORDINATION, CARE & VALUE-BASED CONTRACTING

What is Anthem’s vision for their provider network management in the years ahead?
Speaking from a behavioral health perspective, provider network management has at least two 
dimensions to it. First, there is the issue of access and availability. From a behavioral health 
perspective, this is a work force issue. There are simply not enough behavioral health providers—
and this issue is particularly impacted when both geography and specialty are considered. So, 
one dimension is working as hard as we can to identify and contract with the number and types 
of behavioral health providers we need. And, in addition, where in those areas where there are 
simply not enough providers, that we develop and bring to bear other channels via which access 
to various forms of behavioral health services can be obtained. Anthem is working hard on all 
aspects—including digital solutions that increase access and availability of behavioral health 
services.

The second aspect of provider network management has to do with many of the other issues 
we are talking about. It involves redefining the term “provider network management” which 
is what you asked about. I would say the second dimension is a shift from “provider network 
management” to “provider network collaboration.” In the latter, we are moving from the top down 
relationship implied in the term “management’ to a collegial, conversational relationship. Think 
of Anthem moving from behind the desk talking to a provider on the other side, to an image of 
Anthem sitting alongside the provider, working collaboratively on improving health outcomes. Are 
we there yet? No. Are we committed to that change? I would say absolutely, yes.

What types of value-based reimbursement models for providers does Anthem have in place 
today?
I like to think of a spectrum of relationships. At one end, traditional fee-for-service models—at 
the other end, full-risk relationships. Populating the broad middle, a variety of fee-for-service 
plus quality bonus relationships. And, the bell curve image may be helpful here as an organizing 
image. Historically, the payer provider contracting relationships were a strongly right-skewed 
distribution. Currently, we are for discussion purposes in a period where the symmetric bell 
curve approximates where payer provider contracting stands—with the normal portion of the 
curve accounting for all sorts of different pay-for-performance or fee-for-service + quality bonus 
contractual relationships. I think the future of payer provider contracting will continue the curves 
move to the right—leading to a distribution that is skewed to the left—and I always had to slow 
down in stat class to get this right. An increasing number of provider contracts will move toward 
the value-based end of the spectrum, leaving the “long tail”, the skewedness, trailing off to the 
left. I also think it is very important to think beyond “value”- by that I mean that simply paying for 
“value” tied to specific outcomes is good, but not the end point.  I think the behavioral health-payer 
relationship needs to quickly get away from just paying for “value” and toward paying for the health 
care of the consumer, within of course the benefit design, from a more whole person perspective. 

What are health plans looking for from behavioral health provider organization partners?
This is an interesting question that I think we should rephrase, as that will get to one of the core 
issues here. Rather than thinking of what “health plans” are looking for from behavioral health
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provider organizations, I would like to think of this question as “What should health plans and 
behavioral health provider organizations look for in each other as potential collaborators?” By 
changing the question in that way, I am trying to get to the notion that both organizations need to 
get what they need from one another if the relationship is going to flourish. And by flourish, I want 
to emphasize that I am including a time dimension as well.

From Anthem’s perspective, we are looking for behavioral health provider collaborators who are 
looking for the same thing—a relationship that can be constructed to flourish over time, with the 
mutual shared goals of improving health outcomes—and doing so in a way that also meets both 
party’s goals. Not an easy task, and I hope my behavioral health provider potential collaborators 
hear in this my intentional effort to resonate a bit with all the deep and solid work that comes out of 
more traditional psychotherapy research; that is, the relationship, as experienced by both parties, 
is the key to all successful joint undertakings, whether they be payer-provider relationships, 
psychotherapeutic relationships, or marital relationships. We want a collaborator we work with 
over the long haul—and we want a provider who is looking for similar things from us.

COORDINATION, CARE & VALUE-BASED CONTRACTING
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We’ve written a lot about the move to value-based reimbursement—what is happening, the 
contract types, and the provider organization management challenges. To help provider 
organizations navigate these challenges, my colleague Ken Carr has developed a readiness 
assessment for value-based reimbursement (VBR), focused on the organizational and technical 
competencies needed to make the transition successful. While mastering those “tactical” 
competencies is essential, executives of provider organizations also need to consider the 
organizational strategy and culture challenges that come with VBR.

I recently came across a handy list that outlined the strategic issues related to the VBR 
transformation in the Hospitals & Health Networks article, Transitioning to Value-Based Care: 7 
Best Practices. The reason that I like this “hit list” is that it reflects my experience working with 
provider organizations to make this strategic and cultural transformation. In this list, I saw four 
strategic challenges:

1. Weigh your ability to scale, and act on it
2. Invest in staffing for the new model
3. Partner with other community organizations
4. Rethink how you measure “success”

And three cultural transformation challenges:

1. There’s no substitute for quality
2. With interventions, one size does not fit all
3. Timing is everything in care intervention

What is my big takeaway from these lists of challenges? On the strategy side, scale matters. 
Your organization may be too small and the VBR opportunities available to you in your current 
footprint may be too small for the infrastructure investment and financial risk that VBR requires. 
Part of that infrastructure expense is not just the technology, but also the talent. It’s not a matter 
of “recycling” current staff in new positions—a new skill set is required. Partnerships are one 
way to gain some aspects of scale (and talent), but may not be the total solution. And, in this 
transition, provider organizations will need a reframe about what is “success.” Consumer-centric 
and payer-centric views of performance need to replace traditional productivity and process 
measures.

While those strategic challenges are daunting, I think the cultural transformations are more 
difficult. Quality is key, but quality (like value) is often in the eyes of the beholder. With new 
treatment interventions coming to the market on a regular basis, provider organization’s clinical 
leadership will need to become adept at adding new consumer treatment options to their service 
offerings—even if those new treatment options cannibalize current revenue streams. Lastly, 
there is the need for nimble administrative and clinical management teams. Speed to action 
shapes both customer satisfaction and resource use in health and human service systems. 

The Strategic Challenges On The Road To 
Value-Based Reimbursement
By Monica E. Oss
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The teams with rapid actionable information—that act on that information—are the teams that are 
going to succeed.

As we discussed these challenges, my colleague Ken Carr noted that preparing your organization 
for VBR requires building a culture and management infrastructure that is centered on data-driven 
decisionmaking and rapid cycle improvements:

There are a number of tools that can be used to move along the change and innovation required 
for value-based contracting—for instance, data mining, business intelligence, lean services, root 
cause analysis, and KPIs. But ultimately a shift in business model requires a change in culture. 
And a first step in this cultural transformation is presenting the reality that the current way of 
providing services will not be sustainable in the future. Creating a new culture involves having 
the right people with the right skill sets, a cross-departmental approach to analyzing data and 
identifying solutions, and a management structure that supports rapid cycle improvements based 
on data. Ultimately a new data-driven culture does three things:

1. Strategically collects data and analyzes that data against performance outcomes and 
benchmarks.

2. Identifies ways to improve the outcomes and targets process changes to implement those 
changes.

3. Confirms, communicates and rewards those improved outcomes.

The new culture values accurate timely data, integrates data from multiple sources to understand 
all aspects of the service, implements timely, targeted interventions and assesses the impact, and 
scales up those interventions that improved outcomes.

THE STRATEGIC CHALLENGES ON THE ROAD TO VALUE-BASED REIMBURSEMENT
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Your Tech Functionality Checklist For 
Value-Based Reimbursement
By Ken Carr

The shift to value-based care has turned “business as usual” on its head for many health and 
human service provider organizations. It’s forced the executive teams at those organizations to 
operate while simultaneously using a growing percentage of value-based payments in a fee-
for-service environment, and do so while shifting their strategy to population health (see Where 
Are Behavioral Health & Social Service Organizations With Value-Based Reimbursement? The 
Numbers Are In). And the key to making the most from diminishing margins is tracking quality 
measures — and to do that before payers ask.

There are seven key infrastructure competencies every provider organization should have to 
track quality in services and operations:

1. Capacity to Collect Data: What population does your organization serve, and what are their 
health needs? The fundamental competencies needed to answer “yes” are a fully implemented 
electronic health record (EHR); structured data collection around assessments, diagnoses, and 
services; workflows and processes to ensure data integrity; and the ability to collect data at the 
time and source of service provision (see From Data Modeling To Data-Driven Decisions).

2. Capacity to Analyze Data for Population Health Management: Do you have the ability to 
perform strategic analysis of data for risk stratification and care management? The fundamental 
competencies needed to answer “yes” are the ability to develop or access consumer data 
registries; develop analysis tools; implement risk stratification strategies; and integrate multiple 
sources of data (see Can Data Fix It?).

3. Ability to Manage Value-Based Contracts: Do you have the ability to track performance 
metrics, submit invoices, and maximize performance of value-based contracts? The fundamental 
characteristics needed to answer “yes” are: EHR functionality that meets billing requirements for 
value-based purchasing models; the integration of clinical, operational, and financial data; unit-
costing and cost-accounting capabilities; and predictive modeling and forecasting capabilities 
(see What Do You Need To Demonstrate & Manage Your Value?).

4. Ability to Exchange Health Care Information: Do you have the ability to exchange clinical 
and financial information with other health care provider organizations? The fundamental 
competencies needed to answer “yes” include: health information exchange agreements with 
key providers; secure infrastructure; policies and workflows that comply with Health Insurance 
Portability and Accountability Act (HIPAA) and Health Information Technology for Economic and 
Clinical Health Act (HITECH); service notification agreements; automation; and processes with 
other providers (see Making Behavioral Health System Information Exchange Work).
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YOUR TECH FUNCTIONALITY CHECKLIST FOR VALUE-BASED REIMBURSEMENT

5. Technology Supporting Care Coordination Functionality: Do you have the ability to manage 
eligibility, coordination of benefits, inquiries/referrals, decision support, care authorization, care 
coordination, and utilization management. The fundamental competencies needed to answer 
“yes” are automated risk-assessment tools; redesigned workflows to maximize care management 
technology; and provider referral database to aid in care matching and management (see The 
Future Of Care Coordination? It’s Elementary, Watson).

6. Consumer Portal Functionality: Do you have the ability to provide service data, resources, 
and interaction options with consumers through the EHR? The fundamental competencies 
needed to answer “yes” are: convenient, secure access to personal health information through 
the Internet; the ability to access staff and services through technology; and access to forms 
and account payment functionality (see Less Consumer Education Demands More Consumer 
Engagement).

7. Real-Time Performance Measurement & Reporting: Do you have the ability to monitor actual 
IT outcomes against established goals? The fundamental competencies needed to answer “yes” 
are measurement of established key performance indicators, as well as the generation of real-time 
reporting on performance under value-based reimbursement arrangements (see Metrics Are A 
Leadership Issue).
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How To Build Your Tech Infrastructure 
For Value-Based Reimbursement
By David Wawrzynek, MBA

The shift to value-based reimbursement (VBR) is ever closer to becoming “business as usual” for 
many health and human service provider organizations, putting the pressure on executive teams 
to juggle two demands—continue to work in a fee-for-service (FFS) environment, and either 
begin accepting value-based contracts, or lay the groundwork for those contracts.

Market research finds that provider technology investment is being driven by VBR investment, 
and that this investment will grow 34% over the next eight years—from $600 million in 2017 to 
$6.4 billion in 2025 (see Healthcare Provider Annual Report 2017: Will the Real Value-Based 
Care (VBC) Please Stand Up?). In a decade, that growth curve would result in half of the $11.7 
billion provider organizations spend on technology being focused on managing value-based 
care.

And key to making the most out of that current and future investment is to assess your current 
tech infrastructure—are your IT systems ready for this shift to VBR? To find out, take OPEN 
MINDS’ new assessment, Are Your IT Systems Ready For Value-Based Reimbursement? Take 
The Quiz, which lays out the six capabilities you need to be successful with VBR, and the tech 
that will support those capabilities.

But what do you do once you identify the gaps in your infrastructure? Every organization will 
be at a different point in the optimization of their technology competencies for VBR—with many 
organizations at the beginning of the transition to VBR, while others may need to focus on only 
a few key skills. Having each of these competencies in place will enable your organization 
to analyze data, gain insight into trends impacting consumer populations, collect data, and 
prioritize interventions to make the greatest impact on the quality of care for your consumers—
all necessities for managing VBR. The real question for executive teams is how to move their 
organization forward, whether the gaps they face are large or small.

A detailed understanding of your organization’s capacity to meet the technology requirements 
of VBR will enable you to build a plan for the future. The best way to prepare your organization 
for VBR is the creation of a comprehensive 18-month technology infrastructure strategic plan, 
which will enable your team to develop clear goals that align with your organization’s long-term 
positioning and a vision for the future. The development of this plan has four key steps:

1. Step #1: Build A Technology Infrastructure Strategic Planning Group
2. Step #2: Build A Technology Plan That Mirrors Your Strategic Plan
3. Step #3: Acquire The Necessary Talent To Make Your Plan A Reality
4. Step #4: Implement & Evaluate Your Technology Plan
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Step #1: Build A Technology Infrastructure Strategic Planning Group
This strategic planning group is not synonymous with your executive team. Organizations must 
identify a leader and assure membership from all the other organizational leaders, including 
executive leaders, clinical leaders, financial leaders, quality assurance leaders, IT leaders, and 
the end users. It is critical to have each of these groups represented to avoid piecemeal plans 
that fail to meet the needs of your entire organization.

Taking any plans from an idea, to fully implemented tech that delivers a return-on-investment 
(ROI), must be a coordinated plan. All too often we still create organizational silos that fail to 
properly coordinate and cooperate with each other. This type of organizational structure fails 
to recognize the inter-dependencies between the clinical, financial, operational, and quality 
assurance needs of your organization.

The creation of this planning group will ensure that the technology plan coincides with the 
mission and goals of the organization, and that it meets the needs of all stakeholders. This 
group will also serve as the main avenue for communicating the planning group’s activities, 
decisions, and plans for the future; they will also be the “champions” for the plan when it comes 
time for implementation.

Step #2: Build A Technology Plan That Mirrors Your Strategic Plan
Your organization’s mission and strategic goals provide the framework within which information 
technology functions. Identifying the technology that is the best fit for your organization, and 
your organization’s future strategies for VBR, relies on writing a strategic plan that offers the 
executive team a clear understanding of how VBR will sustain future market positioning. The 
plan should contain short-term goals that work towards a long-term vision for your organization.

Prioritize the goals of your technology plan based on the most critical goals of your 
organization’s strategic plan. This link to strategic planning prevents your technology planning, 
and expenditures, from spinning out of sync with your organization’s positioning and goals for 
the future. Technology plans should include five key essential elements:

1. Infrastructure – The foundation upon which your application and data analysis will 
securely and reliably live

2. Applications – The many different end user software programs that will support 
workflows and create your data

3. Talent and staffing requirements – The expertise and people you will need to implement, 
support, and fully leverage your IT resources

4. Training needs – Implementation of new technology always comes with a learning curve, 
don’t skimp on properly training your staff to fully utilize your resource

5. Costs and resources – Cost is always a huge factor in decisionmaking, and with tight 
budgets this is always a challenge. Engage your board and local community grant 
funding agencies, you can make a case for IT investment in support of quality and 
efficiency

HOW TO BUILD YOUR TECH INFRASTRUCTURE FOR VALUE-BASED REIMBURSEMENT
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Whether it’s selecting a new technology, expanding existing tech capabilities, or looking for 
innovative ways to leverage existing technology in new ways, every element of your plan needs 
to have a clear strategic purpose, such as reducing cost of service per unit, or reducing cost of 
service per case. All technology investments are subject to the demands of strategy, but few have 
the same urgency as those tech that must deliver value when the risk in VBR is on the line.

The content of the plan is important, but getting there needs to be a structured process. Given 
that the technological requirement for organizations is changing so rapidly, a relatively short time 
span for technology infrastructure strategic plans is recommended. This allows your team to stay 
focused and address your organization’s most immediate needs.

Step #3: Acquire The Necessary Talent To Make Your Plan A Reality
To build a strategy that will succeed, provider organizations on the verge of VBR need to 
make sure they have the staff necessary to guide the creation of a technology infrastructure 
strategic plan. For many organizations, the leadership of this team will lean heavily on your chief 
information officer (CIO)—so it is essential to have the right person in that role. The CIO needs 
to function as the “tech adviser” to the executive team – both providing the executive team with 
expertise on the broad array of technologies available, and assuring that the technology platforms 
used across the organization function efficiently and effectively.

This position—and in a best-case scenario, the other executive positions on your team—should 
have a broad working knowledge of your current tech capabilities, an in-depth knowledge of your 
service lines and how they operate, detailed knowledge of your organization’s goals and market 
positioning, and most importantly, the ability to build connections among those components. 
Executive teams need a leader that can think about the use of technology strategically, with an 
understanding of how technology tools can enhance your operations and service delivery. Your 
team also needs to have the ability to look ahead and see how new technologies can help your 
organization to meet its larger strategic goals.

This step is so important, it’s worth looking outside the organization to make sure it’s done right. If 
that talent does not live in-house, then find a partner or consultant that understands the industry—
understanding that must include technology, plus the clinical, regulatory, and quality assurance 
requirement of your organization and business sector.

Step #4: Implement & Evaluate Your Technology Plan
The group should create a detailed plan, and executive leadership must make this process 
an organizational priority, engage the board (and staff), and assure that the activity is properly 
funded. It’s important not to fall into the trap of seeing technology strategic planning as a one-off 
activity that has a beginning and an end. Build the process to be ongoing.
But just as with strategic planning, the execution of the plan can be the most difficult part. This 
is why it is imperative to have a detailed implementation plan that takes into account staffing, 
training, and resources. Set realistic time-frames and appropriate expectations—keeping in mind 
that the implementation of new technologies are often more difficult, take longer, and cost more 
than original estimates. How do you create an actionable plan that your team can make a reality? 

HOW TO BUILD YOUR TECH INFRASTRUCTURE FOR VALUE-BASED REIMBURSEMENT
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The plan needs to include four essential elements:

1. Start with foundational steps that will be necessary to build the system (usually physical 
infrastructure)

2. Reflect the most immediate challenges and priorities dictated by the environment
3. Address some of the low hanging fruit for some early wins to build momentum
4. Break activities into incremental steps, assign timelines, and responsible parties

And most importantly for success, your “plan” cannot be a static document; it needs to 
continuously evolve. Your technology infrastructure planning group’s work is never finished. As 
new technologies are implemented, there should be continuous review to determine the good 
and bad points of the process, and ways to improve for the future.

The technology planning group’s priorities also need to become a priority of the executive team. 
Without that level of support, technology optimization cannot be implemented. Given today’s 
operating environment IT strategic plans are fundamental to your organizations sustainability. As 
such, it must be a priority that requires the full support of executive leadership and governance.

HOW TO BUILD YOUR TECH INFRASTRUCTURE FOR VALUE-BASED REIMBURSEMENT
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The Management Transition To Value-
Based Reimbursement Is All About The 
Performance Metrics
By Monica E. Oss

I appropriated a line from Matt Salo, the executive director of the National Association Of 
Medicaid Directors last week, in Moving To Value – Easy To Say & Hard To Do. He said that 
value-based purchasing is “really, really easy to say and really, really hard to do.”  I would like to 
add that while it is really, really hard to do the purchasing – it is equally hard to be on the other 
side of the equation and manage value-based reimbursement.

Across all payers, we’re seeing more value-based reimbursement and many “flavors” of 
contracts – accountable care organizations, medical homes and specialty medical homes, 
bundled and episodic rates, case rates, managed long-term services and supports, hospital 
value-based purchasing and more. But when you get beyond the concepts and move to 
implementing these new contracts, there are three big challenges for executives of provider 
organizations: value-based purchasing changes the fundamental business model; it requires the 
ability to generate real-time data (and the right data); and performance-driven culture is required 
for sustainability. All three of these are “really, really hard to do.”

The new business model may not be completely obvious as we move from commoditized fee-
for-service (FFS) to different models where reimbursement is based on value. The traditional 
role of optimizing the volume of services delivered is being gradually replaced by a model that 
aligns organizational success with giving the consumer (and their payer) what they want and 
need (see Will Good, Cheap & Easy Win the Day?). This shift to consumer sovereignty as the 
driver of success creates a new leadership and management challenge – making performance 
management a core competency (see Consumer Sovereignty As Success Strategy and The Key 
To Success With Integrated Service Delivery? A Seamless Consumer Experience). In the new 
business model, clinical staff productivity is no longer the end – it’s the means to an end.

What do I mean by that? The FFS business model is all about doing lots of units of service 
for any consumer who wants them (and has a payer that will pay for them). In a value-based 
world, the model shifts to providing consumers with a set of outcomes (clinical, performance, 
experience, etc.) – and having high productivity to keep the cost of those services low. The 
metrics for success in the new business model are additive. Productivity yes, but delivering lots 
of the right services in the amount needed by each consumer to achieve the desired outcomes.
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THE MANAGEMENT TRANSITION TO VALUE-BASED REIMBURSEMENT IS ALL ABOUT THE PERFORMANCE METRICS

To be successful in the new business model, executive teams need the ability to generate the 
right real-time data and then have a culture that actually uses that data to hit the performance 
standards that are required. That very, very hard transition is the focus of this month’s issue.

We’ve take a look at the current organizations and systems that are defining “performance” in 
the field – The Dominant Performance Standards Of Today – CMS Stars & NCQA HEDIS and 
Who’s Measuring Performance? An Overview Of The Measures, By Market. And, we look at both 
metrics-based management and performance-driven culture in more detail in What Is Metrics-
Based Management & How Do You Do It? and Is Your Culture Performance-Driven? Ask Yourself 
These Six Questions. For more on the specific measures required for risk-based contracts, also 
check out What Do You Need To Demonstrate & Manage Your Value?. And the question of impact 
is another area of focus – Achieving the Potential of Health Care Performance Measures.
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Building A Workforce For Value-Based 
Reimbursement = Advice From Four 
Executives
By Athena Mandros

As organizations plan for the transition of reimbursement from fee-for-service to the wide array 
of alternate payment arrangements, much of the focus in on decision support tools, analytics, 
and financial reserves (see Is Your EHR Up To The Challenge Of Value-Based Reimbursement? 
and The Value-Based Reimbursement Steeplechase). But, even with the right tools and a 
financial cushion, the right management team at clinical service organizations is key to making a 
reconfigured delivery system work.

The “human factor” in making VBR successful was the focus of the discussion, Building The 
Human Talent You Need To Succeed With Value-Based Reimbursement, led by four chief 
executive officers at The 2018 OPEN MINDS Performance Management Institute— James 
Stewart, President & CEO at Grafton Integrated Health Network , Joseph Rutherford, MBA, 
Chief Executive Officer at Gracepoint; John D. Young, LCSW, Executive Director at Rockbridge 
Area Community Services; and April Lott, LCSW, President & CEO, Directions for Living. Their 
advice? Focus on finding the “right” team, build cross-departmental training, and move to 
performance-based compensation.
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Cultivate the right type of executive team—Having the right people on your team is essential 
to making VBR work. VBR is a system transformation, in both management and in care delivery. 
The new management team has to be entrepreneurial, forward-thinking, able to take on risk, and 
team-driven. Managing based on metrics is critical. Ms. Lott talked about changing the dynamic 
on the executive team so that they were telling her what to do, rather than waiting for her 
direction. Mr. Rutherford talked about fostering trust and communication among the executive 
teams so that projects don’t go off the rails due to lack of communication.

Cross-department training—VBR takes each individual out of their siloed role and forces 
them to have a greater understanding of how the organization operates through its interface 
with consumers. Clinical staff need to understand the payment models, why outcomes matter, 
and how that will affect how they deliver services. Management staff needs to understand 
(and measure) clinical operations and workflow, consumer experience metrics, and payer 
perspectives. The overall cultural shift is moving from an organization that facilitates multiple 
independent service transaction, to an organization that is a unified service system. The 
presenters noted that it is very important to get staff buy-in on this fundamental shift. Ms. Lott’s 
organizations developed a new training program for new staff that focuses more on what the 
whole organization is doing, rather than just teaching the person their role. Creating a high-
performing service system means making shared decisions across all teams in the organization.

Create performance-based incentives for your staff—Ms. Lott explained that with the 
move to VBR, there has been a higher level of burn out and compassion fatigue among staff. 
One way Directions for Living is working to address this challenge is through performance-
based incentives for staff for meeting higher standards. And Ms. Lott explained that the 
incentive doesn’t have to be attached to a bonus payment. One thing they’ve found is that their 
younger (millennial) staff are better motivated by extra personal days, than an extra check. Mr. 
Rutherford also implemented a performance-based compensation system at Gracepoint. When 
he first arrived at the organization, the no-show rate was at 40%. By creating a $1,500 quarterly 
bonus for staff for hitting their productivity standards, no-show rates dropped to 18% to 19%.

Right now, only about one-third of specialty provider organizations have VBR and for only a 
small portion of their revenue (see Value-Based Reimbursement—The Numbers Are In).

The transition from traditional service delivery models, to a model focused on the health of a 
population with reimbursement based on performance, is a huge leap both in concept, and on 
the ground. New infrastructure for information and financial management is critical—but long-
term sustainability will only be possible in the organizations that have a team that embraces the 
concept of new possibilities.

BUILDING A WORKFORCE FOR VALUE-BASED REIMBURSEMENT = ADVICE FROM FOUR EXECUTIVES
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Preparing For Value-Based 
Reimbursement—Even Before The 
Contracts Are Signed
By Sarah C. Threnhauser

This week, I’ve heard a lot of conversations about value-based reimbursement (VBR) that have 
ranged from, “We don’t have the ability to track, let alone report, these types of performance 
measures”, to “we’re as ready as we are ever going to be.” But the big question is what should 
executive teams be doing now to ensure that their organization is positioned and prepared for 
VBR, even if they don’t have risk-based contracts yet. OPEN MINDS advisory board member 
Ken Carr answered that question at The 2018 OPEN MINDS Management Best Practices 
Institute in his seminar, How To Prepare For & Succeed With Value-Based Reimbursement: An 
OPEN MINDS Executive Seminar On Organizational Readiness For Value-Based Contracting. 
Mr. Carr shared three steps to keep the momentum moving forward in preparation for value-
based payment.

First, he suggested that provider organization executive teams need to ensure that their strategic 
plan includes initiatives that will move the enterprise toward value-based reimbursement 
readiness. If you’re doing scenario-based planning, this is likely already part of your planned 
scenarios for the future. In particular, this means focusing on three aspects of readiness:

1. Strengthening relationships with payers and health plans—Build trust with payers by 
delivering results in fee-for-service (FFS) contracts and pilot projects is an important way 
to develop working relationships that will be needed later to tackle larger opportunities 
together.

2. Improve revenue cycle effectiveness—With one foot still in FFS and the other stepping 
toward VBR, revenue cycle management is critical. Organizations need to show they can 
do FFS well before adding value-dependent payments to the equation.

3. Implement the state-of-the art technology needed to create a data-driven culture—
Gathering relevant data, analyzing that data, and adapting services based on the data to 
achieve outcome goals is essential to sustainability with VBR.

Second, Mr. Carr recommended that executive teams need to focus on assessing the talents 
and culture of their team. All staff must understand and embrace their role in delivering quality 
services with the most efficient use of resources. Talent, or the lack of talent, is what sets one 
organization apart from another. It is a key ingredient of organizational brand management and 
competitiveness and comes down to two essential components:

1. Insure you have the right staff, and that your staff have the right skills—The skills 
necessary under a value-based reimbursement business model are different from a FFS 
model. Focus on customer service, engagement and activation, motivation to achieve 
outcomes, and tech skills to understand and use data are all important skill sets to 
master.
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2. Attract the best talent—Inbound marketing (based on online marketing reputation) will 
assist in the process of attracting, engaging, converting, and tracking a talent pool of 
potential staff.

And finally, Mr. Carr outlined the need for strategy execution, which puts the strategic alignment 
decisions and talent together to actually move the organization to readiness. Executing your 
plan to move VBR forward has three key components:

1. Educate all staff on the role of value-based reimbursement—It is essential for staff to 
understand the relationship between customer service and financial results; and how 
their role within the organization helps to create value for consumers, payers, and the 
organization. It also ensures ongoing focus on the move to VBR and prevents staff from 
straying away to other perceived priorities.

2. Ground all project planning “in reality”—A plan without implementation details is a plan 
that will fail. A strong plan should identify what resources will be needed, where those 
resources will be obtained, and how they will be managed.

3. Construct dashboards around the project plan—Continuous monitoring of key metrics 
will enable the organization to monitor whether it is achieving the key readiness 
initiatives on anticipated timeline. Variations identified in the dashboards will provide 
opportunity to adapt activities before losing momentum.

Mr. Carr summed up the challenge of moving to value-based reimbursement care, saying, 
“Moving to a place of readiness for value-based purchasing is a complex process that involves 
multiple changes in the organization—culture, staffing, workflows, and processes. Taking time 
to integrate the plan into strategy, assess and onboard the right talent, and stay focused on 
execution will be necessary to move the organization to readiness.”

To help provider organizations navigate the management challenges of this transition, OPEN 
MINDS has developed a web-based readiness self-assessment for value-based reimbursement, 
focused on the scoring organizational and technical competencies. This new tool, Value-Based 
Reimbursement Readiness Assessment, can be purchased in the OPEN MINDS Shop—and is 
available free for all Elite members of the OPEN MINDS Circle.

PREPARING FOR VALUE-BASED REIMBURSEMENT—EVEN BEFORE THE CONTRACTS ARE SIGNED


