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Pittsburgh Post-Gazette: 
Pennsylvania aims to 
promote 'value-based' 
health care approach
Friday, September 11, 2015
The Pennsylvania 
Department of Health 
wants insurance companies 
to pay doctors and hospitals 
based on how effectively 
they treat patients, not 
solely on how much care 
they supply

Insurers
• Enrollment
• Premium adequacy
• High Performance
• Network options



What are we hearing from physicians?

Value-based payments are well-intentioned.
Value-based payments are getting to critical income mass.
But, they are deeply flawed
ü Statistically Suspect: low numbers mixed with ordinal data
ü Opaque: HEDIS, Stars, inclusion criteria and outside standard reporting
ü Simplistic: claims-based and disconnected to the real world
ü Burdensome: documentation and appeals are costly
ü Futile: deep skepticism that this is the key to value-based transformation

“Check box medicine”
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Provider Fee-for-Service (FFS) Income

Blunted rise in FFS income – doesn’t keep pace with healthcare cost inflation….

….while value-based income is funded by FFS  transfers
leading to year over year gains greater share of revenue.

Overall healthcare cost inflation

Healthcare
Revenue 

Mix

Physician Value-Based Income

Plus, value-based payments are being funded 
by inadequate fee schedules….



So, what’s the “treatment?”



Physician-Led Success



Healthcare Firms do well when:
• Physicians have accountability –

i.e., “skin in the game”
• Physicians drive governance
• Physicians hire the staff
• “Extensive & active involvement of 

clinicians….in decision making.”

The Secret Sauce of Physician Leadership

“You do not want to (only) 
win an argument.
You want to win.”
- Nassim Nicholas Taleb



Decline in independent physicians is bottoming out….

…. while skepticism over hospital employment lingers

….hospitals’ multi-specialty physician groups lost 
almost $196,000 per employed physician. (They are) 
treating physician group losses and CIN expenses as 
loss leaders for value-based contracts and then 
losing yet more money on those contracts.



• Favorable fee schedules;
• Tiering; 
• Dis-incent lower-cost alternatives;
• Tiering and co-pays to steer patients; 
• Non-disclosure/gag clause agreements. 
• Inflated value-based arrangements



“Clinically Integrated Networks”



https://catalyst.nejm.org/what-is-value-based-healthcare/

4%

“Value-Based Care” or VBC: A 
healthcare delivery model in which 
providers, including hospitals and 
physicians, are paid based on 
patient health outcomes…..
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service fee 
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scaled

Growing Value-
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Can 
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smarter
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….and financed by declining fee-for 
services payments.”



The Safe Harbor
for VBC?

Commitment to
Quality with 

Economic Efficiencies
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How can physicians across Pennsylvania respond?  



Strategy

1. Recruit the smaller independent practices who trust 

and welcome PAMED

Competitors:

a) Venture backed entities -

b) Physician-Hospital Organizations

2. Enable, build on and leverage the high performance 

already in place in the smaller independent practices

a) Build IT, Case Management and Contracts simultaneously

3. Translate, consolidate multiple quality measures

4. Proof of concept, early wins for 2019

5. Aggressive contracts for 1/1/20
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Physician-led clinically integrated networks can outperform...



What are we hearing from physicians?

Value-based payments are well-intentioned.
Value-based payments are getting to critical income mass.
And can be improved and can be accelerated by
ü Statistically Accurate: high number of pooled covered lives
ü Transparent: buy an EHR-agnostic reporting warehouse
ü Meaningful: collaborate on the measures that count
ü Streamline: better documentation with timely trending
ü Impactful: ask us – we want to help, make it happen

“Check box medicine”


