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Healthcare Costs Are Too High 

and Outpace Inflation

Premiums
$4,100
Higher
Than

Inflation

($24,000
extra
over

10 years)
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Oregon Costs Are Only Marginally

Better Than U.S.

Oregon

U.S.
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How Do You Reduce/Control

Total Spending on Healthcare?
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Create an ACO!

(or a CCO, or a CIN, oré)
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Accountable Care

Organization (ACO)

Coordinated Care

Organization (CCO)

Clinically Integrated

Network (CIN)

But What Will The ACO/CCO/CIN 

Actually DO to Reduce Spending?
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ÅWhich services will
be reduced or 
eliminated?
ÅWill cutting services
harm patients?
ÅWill physicians 
cooperate or are new 
forms of prior 
authorization needed?
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Traditional Actuarial Breakdowns

of Spending Arenôt Very Helpful
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More Detailed Breakdowns By 

Type of Service Donôt Help Much
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The Key Information Needed:

Where is the Avoidable Spending?
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ÅNon-urgent
ER visits
ÅAvoidable
admissions 
for chronic 
disease
ÅUnnecessary
tests
ÅUnnecessary 
surgeries
ÅPreventable 
infections and 
complications

Reducing Avoidable Spending 

Saves $ Without Hurting Patients
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ÅNon-urgent
ER visits
ÅAvoidable
admissions 
for chronic 
disease
ÅUnnecessary
tests
ÅUnnecessary 
surgeries
ÅPreventable 
infections and 
complications

Reducing Avoidable Spending Can 

Allow More of the Good Services
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Reducing Avoidable Spending Can 

Allow More of the Good Services
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Start by Looking at the Health 

Conditions Affecting Patientsé
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Identify the Avoidable Spending

Within Each Condition
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Example: Avoidable Costs for 

Chronic Disease Patients
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Example: Avoidable Costs for

Back, Knee, and Hip Pain
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Example: Avoidable Costs in 

Cancer Care
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Example: Avoidable Costs for 

Maternity Care
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And Many Other Opportunities
S

p
e
n

d
in

g
 P

e
r 

P
a
ti

e
n

t

NOTE:
Graph 
Is not
drawn
to 
scale

Chronic
Diseases

Avoidable $

Avoidable $

Cancer

Avoidable $

Maternity
Avoidable $

Other
Avoidable $

ÅUse of unnecessarily-expensive drugs
ÅER visits/hospital stays for dehydration 
and avoidable complications
ÅFruitless treatment at end of life
ÅLate-stage cancers due to poor screening

ÅOveruse of C-Sections
ÅEarly elective deliveries
ÅLow birthweight due to poor prenatal care
ÅUse of hospitals instead of birth centers

ÅUnnecessary surgery
ÅUse of unnecessarily-expensive implants
ÅInfections and complications of surgery

ÅER visits for exacerbations
ÅHospital admissions and readmissions
ÅAmputations, blindness

ÅUnnecessary/avoidable services

Total

Spending

for a

Group

of Patients

TODAY

Payer
Spending

Back/Joint
Pain



20©  2009-2015 Center for Healthcare Quality and Payment Reform  www.CHQPR.org

Lower Avoidable Spending Saves 

Money Without Hurting Patients
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How Do You Reduce 

Avoidable Spending?
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Only Physicians Know How to 

Change Care to Reduce Costs
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Primary Care Canôt Do It Alone
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Specialists Must Also Be Included
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An ACO/CCO Could 

Facilitate These Changesé
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But They Can Also Be Pursued

Separately for Many Conditions
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The Problem:

The Current Payment System
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Itôs Not a Lack of ñIncentives,ò

But Barriers in Fee-for-Service
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Barrier #1: No $ or Inadequate $ 

for High-Value Services

DESIRABLE
SPENDING
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$

UNPAID
SERVICES
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SPENDING

AVOIDABLE
SPENDING

SAVINGS

ÅPhysical examination, 
diagnosis, and evaluation
of test results

ÅServices delivered
outside of face-to-face
visits with clinicians, e.g.,
phone calls, e-mails, etc.

ÅServices delivered by
non-clinicians, e.g., 
nurses, community health
workers, etc.

ÅConsultation and
coordination with other 
physicians/providers

ÅAdditional time for
patients with complex
needs or language
barriers

No Payment or
Inadequate Payment for:
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Paying for Unpaid Services

Could Still Reduce Total Spending
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Barrier #2: Avoidable Spending is 

Revenuefor the Providersé
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éCurrently Generating a 

(Small) Profit Margin
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When Avoidable Services 

Arenôt Deliveredé
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Revenues Declineé
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éBut Providersô Costs Donôt 

Decrease Proportionatelyé
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éBecause Fixed Costs Remain 

Even with Fewer Servicesé
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éLeaving Providers With Losses
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Thatôs a Win-Lose Approach
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By Adjusting Payment to

Adequately Cover (Lower) Costs..
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éWin-Wins Are Possible for

Payers and Providers
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A Payment Changeisnôt Reform

Unless It Removes the Barriers
PAYMENT BARRIERS PAYMENT SOLUTIONS
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Most ñPayment Reformò Has Been 

Small Bonuses/Penalties on FFS

FFS
ÅNo payment for 
services that 
will benefit 
patients
ÅLower 
revenues from 
reducing 
avoidable costs

P4P

FFS
ÅNo payment for 
services that 
will benefit 
patients
ÅLower 
revenues from 
reducing 
avoidable costs

ñValue-Based
Purchasingò

ÅPCP Quality Incentives
ÅPhysician Value-Based 

Modifier
ÅHospital Quality Incentives
ÅHospital Readmission 

Penalties
ÅHospital-Acquired Condition 

Penalties



43©  2009-2015 Center for Healthcare Quality and Payment Reform  www.CHQPR.org

Do Physicians Need ñIncentivesò 

to Deliver Higher Quality Care?
PayerôsView of 

ñValue-Based Paymentò$

FFS
Payment

FFS
Payment

+
Quality

Measures

P4P
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The Payer Only Sees Payment,

But The Provider Also Sees Cost
PayerôsView of 

ñValue-Based Paymentò$

FFS
Payment

FFS
Payment

+
Quality

Measures

P4P

ProviderôsView of 
ñValue-Based Paymentò
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If the Provider Has Managed to 

Make FFS Payment Cover Costsé
PayerôsView of 

ñValue-Based Paymentò$

FFS
Payment

FFS
Payment

+
Quality

Measures

P4P

FFS
Payment

for
Current
Services

Costs
of

Current
Services

Margin

ProviderôsView of 
ñValue-Based Paymentò
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Higher Quality/Lower Spending

May Mean Lower FFS Revenuesé
PayerôsView of 

ñValue-Based Paymentò$
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éAnd Added Costs to Achieve 

the Higher Quality
PayerôsView of 

ñValue-Based Paymentò$
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Even With the 

Payerôs ñIncentiveò Payment...
PayerôsView of 

ñValue-Based Paymentò$
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éP4P May Not Offset Providerôs 

Added Costs & Revenue Losses
PayerôsView of 

ñValue-Based Paymentò$

FFS
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+
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More Measures Every Year,

With the Same Small Bonuses

ÅMammograms
ÅColon Cancer 
Screening
ÅHbA1c Control
ÅLDL

ÅMammograms
ÅColon Cancer 
Screening
ÅFlu Vaccine
ÅTobacco 
Counseling
ÅHypertension 
Control
ÅHbA1c Control
ÅLDL
ÅEye Exams
ÅAspirin Use

P4P 
Bonus

P4P 
Bonus

ÅMammograms
ÅColon Cancer 
Screening
ÅFlu Vaccine
ÅBMI Screens
ÅTobacco 
Counseling
ÅFall Risk 
Assessment
ÅHypertension 
Control
ÅHbA1c Control
ÅLDL
ÅEye Exams
ÅAspirin Use
ÅBeta Blockers 
for CHF P4P 

Bonus
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The End of Collaboration?

Å In the CMS Value-Based Payment Modifier, bonuses are only 

paid to physicians who have above average quality if penalties 

are assessed on other physicians with below average quality

ÅTo maintain budget neutrality, the size of bonuses depends on 

the size of penalties

ÅUnder this system, why would high-performing physicians 

want to help under-performing physicians to improve?
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Over-Emphasis on Narrow Quality 

Measures Can Harm Patients

Hypoglycemia

1 Yr Mortality: 19.9%

30 Day Readmits: 16.3%

Hyperglycemia

1 Yr Mortality: 17.1%

30 Day Readmits: 15.3%

Source: National Trends in US Hospital Admissions for Hyperglycemia and Hypoglycemia
Among Medicare Beneficiaries, 1999 to 2011  JAMA Internal Medicine May 17, 2014
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ñAlternative
Payment
Models

Built on a
FFS

Architectureò

HHS Announced Goal to Move 

Away From VBP & FFS+P4P

FFS
ÅNo payment for 
services that 
will benefit 
patients
ÅLower 
revenues from 
reducing 
avoidable costs

P4P

FFS
ÅNo payment for 
services that 
will benefit 
patients
ÅLower 
revenues from 
reducing 
avoidable costs FFS

ñValue-Based
Purchasingò

HHS Goal
for 2018

P4P
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ñAlternative
Payment
Models

Built on a
FFS

Architectureò

HHS Announced Goal to Move 

Away From VBP & FFS+P4P

FFS
ÅNo payment for 
services that 
will benefit 
patients
ÅLower 
revenues from 
reducing 
avoidable costs

P4P

FFS
ÅNo payment for 
services that 
will benefit 
patients
ÅLower 
revenues from 
reducing 
avoidable costs FFS

ñValue-Based
Purchasingò

HHS Goal
for 2018

P4P

What the heck 

is an

ñAlternative 

Payment Model

Built on FFS 

Architecture?ò

And is that 

better than

FFS+P4P?
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CMS ñAlternative Payment Modelsò

Built on FFS Architectureò To Date
TYPE OF PROVIDER CMS PROGRAM PAYMENT STRUCTURE

Health Systems,
Multi-Specialty Groups,

PHOs, and IPAs

Accountable Care 
Organizations 

(MSSP & Pioneer)

FFS
+

Shared Savings on 
Attributed Total Spending

Primary Care Comprehensive
Primary Care Initiative

FFS 
+

PMPM $ for Attributed Patients
+

Shared Savings on
Attributed Total Spending

(for State or Region)

Specialty Care Oncology Care Model

FFS
+

PMPM $ for Attributed Patients
+

Shared Savings on 
Attributed Total Spending 

(for 6-month window)

Hospitals and 
Post-Acute Care

Bundled Payments for 
Care Improvement 

Initiative

Discounted Bundles
+

Warranties
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Mostly FFS With a New Add-On:

PMPM + Shared Savings
TYPE OF PROVIDER CMS PROGRAM PAYMENT STRUCTURE

Health Systems,
Multi-Specialty Groups,

PHOs, and IPAs

Accountable Care 
Organizations 

(MSSP & Pioneer)

FFS
+

Shared Savings on 
Attributed Total Spending

Primary Care Comprehensive
Primary Care Initiative

FFS
+

PMPM $ for Attributed Patients
+

Shared Savings on
Attributed Total Spending

(for State or Region)

Specialty Care Oncology Care Model

FFS
+

PMPM $ for Attributed Patients
+

Shared Savings on 
Attributed Total Spending 

(for 6-month window)

Hospitals and 
Post-Acute Care

Bundled Payments for 
Care Improvement 

Initiative

Discounted Bundles
+

Warranties
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The First Specialty Payment Model:

Oncology
TYPE OF PROVIDER CMS PROGRAM PAYMENT STRUCTURE

Health Systems,
Multi-Specialty Groups,

PHOs, and IPAs

Accountable Care 
Organizations 

(MSSP & Pioneer)

FFS
+

Shared Savings on 
Attributed Total Spending

Primary Care Comprehensive
Primary Care Initiative

FFS 
+

PMPM $ for Attributed Patients
+

Shared Savings on
Attributed Total Spending

(for State or Region)

Specialty Care Oncology Care Model

FFS
+

PMPM $ for Attributed Patients
+

Shared Savings on 
Attributed Total Spending 

(for 6-month window)

Hospitals and 
Post-Acute Care

Bundled Payments for 
Care Improvement 

Initiative

Discounted Bundles
+

Warranties
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Problems With Current Payments

For Oncology Practices
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Today: Many Hours in Diagnosis, 

Treatment Planning & Counseling

$1000
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$1500
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$0

New Patient: Diagnosis, Choosing Therapy, Counseling

0
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Today: Time to Deliver Treatment 

& Help Avoid Complications
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$0
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Treatment: Therapy & Preventing Complications
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Today: Many Months of Follow-Up 

Monitoring & Survivorship Care

$1000
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New Patient: Diagnosis, Choosing Therapy, Counseling

Treatment: Therapy & Preventing Complications

Post-Treatment: Monitoring & Support
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How is an Oncology Practice

Paid for All of These Services?
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$0
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FOR CANCER CARE
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$200-300 for the Most Critical 

Phase: Diagnosis & Planning
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New Patient: 
Small Payment for 1-2 Face-to-Face
Visits With Oncologist; No Payment for
Education and Support Services from
Staff of Oncology Practice

HOW ONCOLOGY
PRACTICE IS PAID
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Little Payment for Managing 

Treatment Using Oral Therapy
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Most Revenue is Dependent on 

Use of Expensive, Infused Drugs
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Little Payment for Patient Care 

After Treatment Ends
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Significant Mismatch Between

Payment and Patient Needs
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Does the CMMI Oncology Model 

Fix the Payment System?
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More Money During Treatment+

$1000

$2000

$1500

$500

$0
0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15

E
M

E
&

M

E
&

M

E
&

M

E
&

M

E
M

E
&

M

E
&

M

E
M

E E
&

M

E E

In
fu

s
io

n

In
fu

s
io

n

In
fu

s
io

n

In
fu

s
io

n

In
fu

s
io

n

TREATMENT MONTHS POST-TREATMENT CAREDx

$1000

$2000

$1500

$500

$0

PHYSICIAN/STAFF TIME
FOR CANCER CARE

In
fu

s
io

n

$ $ $ $$$

HOW ONCOLOGY
PRACTICE IS PAID

IN CMMI OCM PROGRAM

$960 in New Payment (6 x $160)

D
ru

g
 

M
a

rg
in

D
ru

g
 

M
a

rg
in

D
ru

g
 

M
a

rg
in

D
ru

g
 

M
a

rg
in

D
ru

g
 

M
a

rg
in

D
ru

g
 

M
a

rg
in



70©  2009-2015 Center for Healthcare Quality and Payment Reform  www.CHQPR.org

More Money During Treatment +

Shared Savings on Total Spending
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Extra Payments Are Made for

Fixed 6 Month Episodes

An ñepisodeò starts 

when chemotherapy starts

and lasts 6 months 

even if chemotherapy ends sooner
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What Happens If One of the 

Patientôs Treatments is Delayed?

Many Patients Have

to Delay a Treatment

Because of Side Effects
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Logic Would Say That Itôs Now a 

Longer (7 Month) Episode
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But CMMI Says Itôs a New Episode

With $960 More in Payments

A new ñepisodeò starts 

if chemotherapy continues

more than 6 months 

after it starts, even for

a very short time
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And Shared Savings Is More Likely 

With Same Spending in 2 Episodes

Incentive to

Stretch Out 

Treatment?

Penalty

for Helping

Patients Avoid

Side Effects?
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Problems with CMMI 

ñOncology Care Modelò

ÅWhatôs Good:  $160/month extra payment for practices

ÅWhatôs Bad:

ïCould encourage delaying treatments in order to receive more 
PMPM payments & shared savings

ïCould penalize practices who have patients who respond better to 
treatment

ïNo change to underlying FFS structure, so some savings will also 
reduce practice revenues

ïOncology practice is accountable for all spending on their patients, 
even for health problems unrelated to cancer

ïTarget spending level is based on historical spending for the practiceôs 
own patients, so it rewards practices that are currently overusing and 
managing patient care poorly

ïMethodology for adjusting spending targets to deal with new drugs, new 
evidence about effectiveness of treatments, etc. has not been defined.  
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The Right Way and Wrong Way

To Define Better Payment Models

Medicare and

Health Plans

Define

Payment Systems

Physicians Have

To Change Care

to Align With

Payment Systems

Patients and

Physicians

May Not

Come Out Ahead

THE WRONG WAY 
(BUT THE DOMINANT MODE TODAY)
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The Right Way and Wrong Way

To Define Better Payment Models

Medicare and

Health Plans

Define

Payment Systems

Physicians Have

To Change Care

to Align With

Payment Systems

Patients and

Physicians

May Not

Come Out Ahead

THE WRONG WAY 
(BUT THE DOMINANT MODE TODAY)

Physicians 

Redesign Care

and Identify

Payment Barriers

Payers Change

Payment to 

Support 

Redesigned Care

Patients Get 

Better Care and

Physicians Stay

Financially Viable

THE RIGHT WAY 
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Oncologists Have Developed

a Better Approach to Payment
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A Better Way: Monthly Payments 

Instead of Current FFS Payments
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Dramatic Simplification of 

Coding and Billing

50+ Current Billing Codes
99211 Established Patient Office Visit ïLevel 1

99212 Established Patient Office Visit ïLevel 2

99213 Established Patient Office Visit ïLevel 3

99214 Established Patient Office Visit ïLevel 4

99215 Established Patient Office Visit ïLevel 5

99231 Subsequent Hospital Care ïLevel 1

99232 Subsequent Hospital Care ïLevel 2

99233 Subsequent Hospital Care ïLevel 3

96401 Subcutaneous chemotherapy administration

96402 Subcutaneous chemotherapy administration

96405 Intralesional chemotherapy administration

96406 Intralesional chemotherapy administration

96409 Push chemotherapy administration

96411 Push chemotherapy administration

96413 Infusion chemotherapy administration

96415 Infusion chemotherapy administration

96416 Infusion chemotherapy administration

96417 Infusion chemotherapy administration

96420 Intra-arterial push chemotherapy

96422 Intra-arterial infusion chemotherapy

96423 Intra-arterial infusion chemotherapy

96425 Intra-arterial infusion chemotherapy

96440 Pleural cavity chemotherapy

96446 Peritoneal cavity chemotherapy

96450 CNS chemotherapy

< 10 New Codes

ÅNew Patient
Payment

ÅTreatment 
Month 
(4-6 Levels)
ÅPatient 
characteristics
ÅTreatment 
characteristics
ÅTransitions
ÅClinical Trials

ÅActive 
Monitoring
Month 
(2 Levels)

96521 Refilling and maintenance of portable pump

96522 Refilling and maintenance of implantable pump

96523 Irrigation of implanted venous access device

96542 Chemotherapy injection via subcutaneous reservoir

96549 Unlisted chemotherapy procedure

79005 Oral radiopharmaceutical therapy

79101 Radiopharmaceutical infusion

79200 Radiopharmaceutical intracavitary administration

79300 Radiopharmaceutical therapy

79403 Radiopharmaceutical therapy infusion

96365 Intravenous infusion, non-chemotherapy

96366 Intravenous infusion, non-chemotherapy

96367 Intravenous infusion, non-chemotherapy

96368 Intravenous infusion, non-chemotherapy

96369 Subcutaneous infusion, non-chemotherapy

96370 Subcutaneous infusion, non-chemotherapy

96371 Subcutaneous infusion, non-chemotherapy

96372 Injection, non-chemotherapy

96373 Intra-arterial injection, non-chemotherapy

96374 Intravenous push, non-chemotherapy

96375 Intravenous push, non-chemotherapy

96376 Intravenous push, non-chemotherapy

96379 Unlisted injection or infusion, non-chemotherapy

96360 Intravenous infusion, hydration

96361 Intravenous infusion, hydration
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Better Payment for Practicesé

Practice
Expense

E&M

Infusion

NOTE: Chart not drawn to scale
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Care Management
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Better Payment for Practicesé

But Higher Spending for Payers
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Part 2 of Better Oncology Pmt:

Accountability for Reducing Costs
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Step 1:

Identify Potentially Avoidable Costs
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Step 2:

Accountability for Drug/Test Costs

Drug
Costs
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Starting Point for Appropriate Use:

ASCO Guidelines
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Most Oncology Drug Spending is

Driven By a Few Expensive Drugs

Significant savings possible through more appropriate use
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Step 3:

Accountability for ER/Hospital Use
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Result: Win-Win-Win

for Payers, Patients, Physicians
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Will It Actually Save Money?

You Need Data on the 

Total Cost of Care

to Figure That Out
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Data on Actual Oncology 

Spending from an RHIC

Only 10% of Spending
Goes to E&M/Infusion
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Large New Practice Payments 

= High Cost to Payers

New Payments to 
Practice

Large Cost to
Payer
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Reductions in 3 Overused Drugs

Would More Than Cover New $
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25%+ of Admissions Are Likely 

Complications of Treatment
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Big Opportunities for Savings 

Through Changes in Several Areas

New Payments to 
Practice

Offset by Savings in 
Testing and Drugsé

éand Savings in 
ED Visits & Admits

Win-Win
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PMPM

Instead of Trying to Put More 

Bandaids on a Broken Systemé

FFS
ÅNo payment for 
services that 
will benefit 
patients
ÅLower 
revenues from 
reducing 
avoidable costs

Shared SavingsP4P

FFS
ÅNo payment for 
services that 
will benefit 
patients
ÅLower 
revenues from 
reducing 
avoidable costs

FFS
ÅNo payment for 
services that 
will benefit 
patients
ÅLower 
revenues from 
reducing 
avoidable costs

ñValue-Based
Purchasingò

ñAPMs Built on
FFS Architectureò
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PMPM

We Need True Payment Reforms:

Accountable Payment Models

FFS
ÅNo payment for 
services that 
will benefit 
patients
ÅLower 
revenues from 
reducing 
avoidable costs

Shared Savings

Accountable
Payment
Models

ÅFlexibility to 
deliver services 
patients need
ÅAccountability for 
costs the provider 
can control
ÅAccountability for 
quality the 
provider can 
control
ÅAdequate 
payment for 
high-quality care

P4P

FFS
ÅNo payment for 
services that 
will benefit 
patients
ÅLower 
revenues from 
reducing 
avoidable costs

FFS
ÅNo payment for 
services that 
will benefit 
patients
ÅLower 
revenues from 
reducing 
avoidable costs

ñValue-Based
Purchasingò

ñAPMs Built on
FFS Architectureò
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Other Specialties/Conditions 

Face Similar Kinds of Barriers
ÅHeart Failure
ï Inadequate payment for time needed for 

diagnosis and treatment planning

ï Inadequate payment for shared decision-making 
with patients about appropriate treatment

ï Inadequate payment for patient education and 
medical management of cardiac conditions

ï No payment for phone/email consultation with 
PCPs

ï Dependence on testing and procedures to 
subsidize other services
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Other Specialties/Conditions 

Face Similar Kinds of Barriers
ÅHeart Failure
ï Inadequate payment for time needed for 

diagnosis and treatment planning

ï Inadequate payment for shared decision-making 
with patients about appropriate treatment

ï Inadequate payment for patient education and 
medical management of cardiac conditions

ï No payment for phone/email consultation with 
PCPs

ï Dependence on testing and procedures to 
subsidize other services

ÅMusculoskeletal Pain/Arthritis
ï Inadequate payment for time needed for 

diagnosis and treatment planning

ï Inadequate payment for shared decision-making
with patients about appropriate treatment

ï Inadequate payment for non-surgical 
management of joint and back pain

ï Dependence on surgery to pay for practice costs
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Physicians in Oregon 

Working to Design Solutions
ÅHeart Failure
ï Inadequate payment for time needed for 

diagnosis and treatment planning

ï Inadequate payment for shared decision-making 
with patients about appropriate treatment

ï Inadequate payment for patient education and 
medical management of cardiac conditions

ï No payment for phone/email consultation with 
PCPs

ï Dependence on testing and procedures to 
subsidize other services

ÅMusculoskeletal Pain/Arthritis
ï Inadequate payment for time needed for 

diagnosis and treatment planning

ï Inadequate payment for shared decision-making
with patients about appropriate treatment

ï Inadequate payment for non-surgical 
management of joint and back pain

ï Dependence on surgery to pay for practice costs


