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Improving Care via Innovation in Incentive Payments

The US healthcare system is moving slowly 
from volume to value-based care. Value-
based care models reimburse providers 

based on agreed-to health outcomes, whereas 
volume-based care involves payment based 
on the number of services delivered1. Though 
different organizations may be at varying points 
in this progression, the change seems to be 
inevitable. As U.S. healthcare costs continue 
to soar, many states are experimenting with 
novel programs to improve overall population 
health, reduce cost of care, and improve patient 
outcomes. The Center for Medicare & Medicaid 
Innovation (CMMI) has developed several 
innovation models that have been implemented 
across the country with varying levels of success. 

On Tuesday, April 2nd, 2019, the Center for 
Healthcare Innovation (CHI) convened 25 
healthcare executives at the “Improving Care via 
Innovation in Incentive Payments” roundtable 
at the Edelman firm in New York City. The 
participating thought leaders shared their 
experiences with alternative payments models, 
focusing not only on their successes, but also 
on the challenges faced. The thought leaders 
discussed a range of innovation models, from 
bundled payments to the Delivery System 
Reform Incentive Payment (DSRIP) program 
and the Oncology Care Model. This paper 
summarizes the major highlights from the 
“Improving Care via Innovation in Incentive 
Payments” roundtable.

Healthcare executives discuss payment innovation at 
the 4/2/19 Improving Care via Innovation in Incentive 
Payments Roundtable at Edelman in Manhattan

The Benefits of Value-based Innovative 
Incentive Structures
The direct benefits of these innovation models 
are straightforward. Programs like the Delivery 
System Reform Incentive Payment (DSRIP) 
Program, currently approved in 9 states, have 
demonstrated variable success relative to 
the original mission. In New York, DSRIP has 
achieved a 17% reduction in preventable hospital 
admissions over four years2. Bundled payments 
led to an increase in quality and decrease 
in cost for certain procedures like total joint 
arthroplasty3. One roundtable participant shared 
his experiences with the iterative improvements 
that were possible in the Oncology Care Model 
implemented in small, geographically-contained 
hospital systems. These approaches have 
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1. https://onlinelibrary.wiley.com/doi/pdf/10.1111/1475-6773.12408
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3. https://www.researchgate.net/publication/315450423



shown that incentive-driven programs can drive 
accountability for clinical and financial outcomes. 
 
There can also be indirect benefits to the 
innovation models. Roundtable participants 
noted that in the process of implementing these 
innovation models, which require interdisciplinary 
design and implementation, they addressed 
issues and inefficiencies in operations, clinical 
workflow, and patient engagement. There were 
surprisingly few conflicting constraints raised 
by the participants with regards to traditional 
payment models. The prevailing argument that 
value-based care reduces health system volumes 
—and therefore revenue —was not highlighted 
by the roundtable. 

The Challenges of Value-based Innovative 
Incentive Structures 
When the incentives of a payment model are 
not appropriately aligned, the system creates 
“winners” and “losers.” The losers are those who 
inadvertently get punished by the system. In a 
system with multiple players (patient, provider, 
health system, payer, etc.) whose incentives 
are not aligned, each player has a tendency to 
maximize gain at the expense of others in the 
ecosystem. There is not a cohesive movement 
towards improved outcomes and decreased 
costs because each sector is not incentivized 
to reduce cost or doesn’t have the power to 
change clinical process. 
 
Another significant challenge is the cost of the 
required infrastructure. In certain situations, the 
money from the incentives might not offset the 
required infrastructure costs. Any multi-entity 
program is challenging to implement, and 
resource limitations, whether human or capital, 
only add to the difficulty. The DSRIP funds are 
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RELEVANT TERMS

Delivery System Reform Incentive 
Payment (DSRIP) programs are part of 
an evolving Medicaid delivery system 
reform initiative. DSRIP programs provide 
states with funding that can be used to 
support healthcare providers - including 
hospitals, ACOs and Community Partners 
- to improve how they provide care to 
Medicaid beneficiaries. The New York 
DSRIP program was started in 2015 to 
promote community-level collaborations 
and focus on system reform with a goal 
to achieve a 25% reduction in avoidable 
hospital use over five years. 

The Oncology Care Model aims to 
improve care for cancer patients and 
lower costs via a payment model based on 
episodes of care. The goal of this model 
is to enable improvedcare coordination, 
appropriateness of care, and access 
to care for beneficiaries receiving 
chemotherapy. This payment model is 
designed to incentivize coordinated care 
of high quality. 

Bundled payments involve paying for 
multiple services beneficiaries receive 
based on episodes of care, leading to 
lower costs.



significant, and as of late have performance 
requirements, but the programs they fund 
still represent a sizable shift in requirements, 
resources, and workflow, and the technology 
enablers required are often developed from 
scratch – significantly adding to the time and 
money required to implement. 
 
After the model is implemented, a healthcare 
organization can face the challenge of 
changing, measuring, and maintaining the new 
approach and workflow that express the goals 
of the value model. One executive shared her 
experience with having teams shift focus to the 
next implementation – highlighting that the 
organizational change skills required are among 
the main requirements of the program office. 
The challenge becomes more convoluted when 
considering changes made across combined but 
disparate health systems, which may have major 
variation in clinical protocols, documentation 
preferences, and patient types.

Impact on Health Disparities 
Robust risk adjustment is required to avoid 
punishing providers that serve poorer and 
sicker patients. Poorly defined acuity baselines, 
mis-aligned incentives, and uninformed risk 
adjustments could worsen health disparities 
by taking money away from the providers of 
these disadvantaged patients. Developing data-
driven patient risk stratification, having a clear 
agreement on the population and its strata, and 
mapping the incentives (and revising in flight 
if necessary) are critical to meeting program 
objectives. There must be appropriate risk 
adjustments for these patients’ clinical and 
socioeconomic factors when assessing provider 
performance. If provider performance is assessed 
without adequate focus on these factors, there 
will be an inevitable shift in resources away 
from these underserved populations. In order 
to avoid disincentivizing care for disadvantaged 
populations, such risk models need to be 
thoroughly and continuously analyzed5.
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The four main areas of focus for DSRIP are 
(1) Infrastructure development
(2) System redesign
(3) Clinical outcome improvements
(4) Population focused improvements

There is an increasing focus on clinical and 
population improvements4.

4. https://www.kff.org/medicaid/issue-brief/an-overview-of-delivery-system-reform-incentive-payment-waivers/
5. https://mfprac.com/web2018/07literature/literature/Misc/QualityMeasuresNo_Roberts.pdf



Need for Leadership 
A common theme in the roundtable discussion 
was the need for leadership, in healthcare 
organizations, to establish a culture that is 
focused on the patient. When considering 
healthcare data and metrics presented at 
the population level, it is easy to lose sight 
of the patient. Though healthcare providers 
theoretically share a common goal of achieving 
the Triple Aim of healthcare, the goals of the 
leadership may not necessarily be aligned. 
Regardless of the care model being used, there 
needs to be an oversight function in place with 
performance expectations that accommodate 
patients and populations. Leadership must align 
the goals of the organization in order to be 
focused on value, rather than relying on policy 
levers and their mechanics.

Conclusion
The US healthcare system is shifting from volume-
based care to value-based care. Value-based 
incentive models, however well-intentioned, are 
still experimental at this stage. There are many 
lessons to be learned from the successes and 
failures of these novel programs, and CHI and 
other innovation centers will continue to be a 
conduit for the sharing of valuable outcomes. 
What we have learned is that the goal of DSRIP-
like programs can be met even within the current 
health system fee-for-service world, assuming 
the following success factors; aligned incentives 
between sectors; data-driven baselines, targets, 
and tracking metrics; allowances for social factors 
in these analytics; and committed leadership that 
can exert enough force to change traditional 
delivery models.    

Center for Healthcare Innovation (CHI) is an independent, 
non-profit, 501(c)(3) research and educational institute dedicated 
to making healthcare more equitable for all patients. Our Vision 
is to be the leading global platform for meaningful change in 
health equity. We bring together experts and ideas from all 
over the world to improve healthcare for everyone, regardless 
of socioeconomic status, gender, race, ethnicity, or other social 
determinants. For more information, visit www.chisite.org. 

AArete is a global management consulting firm that specializes 
in data-driven operational performance improvement and non-
labor strategic cost reduction. We work with our clients across 
all industries and business functions to optimize their profits in 
a compressed timeframe and without reducing people. AArete 
identifies and implements significant bottom line improvements 
through sourcing methodologies, Big Data analytics, proprietary 
revenue cycle optimization techniques, and the Knowledge 
Management Center™, an internal intellectual property repository 
with benchmarking data and industry focused studies. For more 
information, visit www.aarete.com.
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