
1

Vermont’s Experience With Vermont’s Experience With 
P t R fP t R fPayment ReformPayment Reform

Towards A Shared Vision of Payment Reform Towards A Shared Vision of Payment Reform 
MA Medical SocietyMA Medical Society
October 21 2010October 21 2010October 21, 2010October 21, 2010

Jim Hester PhDJim Hester PhD
DirectorDirector

Vermont Health Care Reform CommissionVermont Health Care Reform Commission

OutlineOutline

 I. My BackgroundI. My Background
II C t t H lth C R f iII C t t H lth C R f i II. Context: Health Care Reform in II. Context: Health Care Reform in 
VermontVermont

 III. Delivery System Transformation and III. Delivery System Transformation and 
Payment ReformPayment Reform
 Phase I: Enhanced Medical HomePhase I: Enhanced Medical Home

22

 Phase II: Community Health System/ACOPhase II: Community Health System/ACO

 IV. Making it work: A Learning Health IV. Making it work: A Learning Health 
SystemSystem

 V. Some Lessons/SuggestionsV. Some Lessons/Suggestions



2

I. My BackgroundI. My Background

 Vermont health care reform: 2001 to nowVermont health care reform: 2001 to now

 Training: systems engineeringTraining: systems engineering

Career Theme: How to create incentives Career Theme: How to create incentives 
and capacity for MD’s to engage in system and capacity for MD’s to engage in system 
transformationtransformation

MA: 1980MA: 1980 94: TAHP HCHP94: TAHP HCHP IPA PilgrimIPA Pilgrim

33

MA: 1980 MA: 1980 –– 94: TAHP, HCHP94: TAHP, HCHP--IPA, PilgrimIPA, Pilgrim

II. Context: VT Health Reform II. Context: VT Health Reform 

State: 600,000 population

Regions: 13 Hospital 
Service Areas define 
‘community systems’

Payers: 3 major 
commercial + 2 public

44

Collaboration: bipartisan, 
multi-stakeholder

Laboratory for health 
reform
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Vermont’s Reform StrategyVermont’s Reform Strategy

Act 191 (2006) created ‘three legged stool’ Act 191 (2006) created ‘three legged stool’ 
which balancedwhich balancedwhich balancedwhich balanced

1.1. SustainableSustainable reduction in uninsured from reduction in uninsured from 
10% to 4% by 201010% to 4% by 2010

2.2. Health IT as catalyst for improved Health IT as catalyst for improved 
performance performance 

55

3.3. Bending the medical cost curve through Bending the medical cost curve through 
delivery system transformationdelivery system transformation

•• Blueprint for Health: Chronic illness Blueprint for Health: Chronic illness 
prevention and careprevention and care

Status: Reducing uninsuredStatus: Reducing uninsured

New commercial products (Catamount New commercial products (Catamount 
Health) offered 10/1/07Health) offered 10/1/07Health)  offered 10/1/07Health)  offered 10/1/07

Major outreach to 60,000 uninsured by Major outreach to 60,000 uninsured by 
wide range of organizationswide range of organizations

 As of 7/10As of 7/10
 14,000 enrolled in Catamount14,000 enrolled in Catamount

66

 21,000 new enrollees in state programs21,000 new enrollees in state programs
 Reduced uninsured from 10% to 7% in Reduced uninsured from 10% to 7% in 

declining economy (11/09)declining economy (11/09)
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Status: Health IT as catalyst for Status: Health IT as catalyst for 
performance improvementperformance improvement

 Statewide health information exchange network (VITL) Statewide health information exchange network (VITL) 
funded and being builtfunded and being built

 IT support for enhanced medical homes being IT support for enhanced medical homes being 
implementedimplemented

 State Health IT Fund implemented 2008: State Health IT Fund implemented 2008: 
 Electronic Health Record for all independent primary care Electronic Health Record for all independent primary care 

MD’sMD’s
 State wide Health Information ExchangeState wide Health Information Exchange

 Implementing HITECH provisions in ARRAImplementing HITECH provisions in ARRA

77

 State wide Health Information Exchange infrastructure State wide Health Information Exchange infrastructure 
 State wide Regional Extension CenterState wide Regional Extension Center

Payment ReformPayment Reform

Necessary, but not sufficient element of Necessary, but not sufficient element of 
f t b ild ‘ t ’f t b ild ‘ t ’reform: must build ‘systemness’reform: must build ‘systemness’

 Phase I: Blueprint enhanced medical Phase I: Blueprint enhanced medical 
home pilots links primary care incentives home pilots links primary care incentives 
to medical home functionsto medical home functions

 Phase II : ACO pilot broadens incentivesPhase II : ACO pilot broadens incentives

88

 Phase II : ACO pilot broadens incentives Phase II : ACO pilot broadens incentives 
to community providersto community providers
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III. Delivery System III. Delivery System 
TransformationTransformation

‘Every system is perfectly designed to obtain the ‘Every system is perfectly designed to obtain the 
results it achieves ’results it achieves ’results it achieves.results it achieves.

ApproachApproach
 System redesign at four geographic levelsSystem redesign at four geographic levels

1.1. Primary care practice level: Enhanced medical Primary care practice level: Enhanced medical 
homes homes 

2.2. Community health system: ‘neighborhood’ for Community health system: ‘neighborhood’ for 
di l hdi l h

99

medical homemedical home
3.3. State/regional infrastructure and support e.g. HIT, State/regional infrastructure and support e.g. HIT, 

payment reformpayment reform
4.4. National: Medicare participationNational: Medicare participation

 Start in pilot communities, spread statewideStart in pilot communities, spread statewide

Building ‘Systemness’Building ‘Systemness’

Five key generic functions of a community health Five key generic functions of a community health 
systemsystem

1.1. ServiceService integration across levels and settings integration across levels and settings 
of care of care 

2.2. FinancialFinancial integrationintegration
3.3. GovernanceGovernance: Provide leadership, and establish : Provide leadership, and establish 

accountability accountability 
44 InformationInformation: Deploy information tools to: Deploy information tools to

1010

4.4. InformationInformation: Deploy information tools to : Deploy information tools to 
support care, management, process support care, management, process 
improvement and evaluationimprovement and evaluation

5.5. Process improvementProcess improvement: Design, implement : Design, implement 
and improve performance and improve performance 
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Phase I: Community Based Phase I: Community Based 
Enhanced Medical Home Pilots Enhanced Medical Home Pilots 

 Service Coordination Service Coordination 
 Patient Centered Medical Home (PCMH) modelPatient Centered Medical Home (PCMH) model

New community health team (CHT) funded by all payersNew community health team (CHT) funded by all payers New community health team (CHT) funded by all payersNew community health team (CHT) funded by all payers
 No eligibility/benefits criteria for using CHTNo eligibility/benefits criteria for using CHT

 Financial integration: single system of aligned incentivesFinancial integration: single system of aligned incentives
 All payer: three major commercial payers, Medicaid, MedicareAll payer: three major commercial payers, Medicaid, Medicare
 Mandated participation by 3 commercial payers and Medicaid Mandated participation by 3 commercial payers and Medicaid 
 Sliding care management fee linked to 10 NCQA PCMH criteriaSliding care management fee linked to 10 NCQA PCMH criteria
 Payment for community health teamPayment for community health team
 Medicare: MAPCP demonstration for state wide expansionMedicare: MAPCP demonstration for state wide expansion

 IT support: registry EMR’s & interfaces HIE all payer claims dataIT support: registry EMR’s & interfaces HIE all payer claims data

1111

 IT support: registry, EMR s & interfaces, HIE, all payer claims dataIT support: registry, EMR s & interfaces, HIE, all payer claims data
 Process improvement: training and on going supportProcess improvement: training and on going support
 Timeline: Timeline: 

 1/10 10% of VT population in 3 pilot communities1/10 10% of VT population in 3 pilot communities
 7/11 spread state wide to all hospital service areas7/11 spread state wide to all hospital service areas

Medical 
Home

Hospitals

Specialty Care & Disease 
Management Programs

A foundation of medical homes and 
community health teams that can 
support coordinated care and linkages 

Community Health Team
Nurse Coordinator

Social Workers
Nutrition Specialists

Community Health Workers
MCAID Care Coordinators

Public Health Specialist

g g
with a broad range of services

Multi Insurer Payment Reform that 
supports a foundation of medical 
homes and community health teams

A health information infrastructure 
that includes EMRs, hospital data 
sources, a health information 
exchange network and a centralized

Mental Health & 
Substance Abuse 

Programs

Medical 
Home

Medical 
Home

Medical 
Home

Social, Economic, & 
Community Services

Healthier Living

12

Health IT Framework

Evaluation Framework

Public Health 
Programs & Services

exchange network, and a centralized 
registry

An evaluation infrastructure that uses 
routinely collected data to support 
services, guide quality improvement, 
and determine program impact

Healthier Living 
Workshops

10/18/2010 12
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IMPACT OF INTEGRATED HEALTH SYSTEM-
POTENTIAL COST AVOIDANCE ACROSS TOTAL POPULATION
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WITHOUT INTEGRATED HEALTH 
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INCREMENTAL EXPENDITURES 
WITH INTEGRATED HEALTH 
SYSTEM

28.7%

1313

$200,000,000

1 2 3 4 5

YEARS

Target PopulationTarget Population
% of VT Population% of VT Population
# CHTs# CHTs

42,17942,179
6.7%6.7%

22

126,286126,286
20%20%

66

316,662316,662
50%50%
1616

508,17508,17
80%80%
2525

637,130637,130
100%100%

3232

Phase II: ACO PilotPhase II: ACO Pilot

 Focus on community health system level Focus on community health system level 

 Translate potential system wide savings Translate potential system wide savings 
into actual savingsinto actual savings

Capture part of shared saving to reinvest Capture part of shared saving to reinvest 
in local community health systemin local community health system

Transition funding for adjusting to reallocationTransition funding for adjusting to reallocation

1414

 Transition funding for adjusting to reallocationTransition funding for adjusting to reallocation

 Investments in population health, primary Investments in population health, primary 
care, etc.care, etc.
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Goals of The ACO PilotGoals of The ACO Pilot

 Improve performance in IHI ‘Triple Aims’Improve performance in IHI ‘Triple Aims’

 Test the ACO concept in a small number Test the ACO concept in a small number 
of ‘early adaptor’ community provider of ‘early adaptor’ community provider 
networks that already have key functional networks that already have key functional 
capabilities.capabilities.

Have at least one Vermont site in theHave at least one Vermont site in the

1515

Have at least one Vermont site in the Have at least one Vermont site in the 
national ACO Learning Collaborative and national ACO Learning Collaborative and 
Learning NetworkLearning Network

ACO Pilot Status and Next StepsACO Pilot Status and Next Steps

 Three potential ACO pilot sites identified & Three potential ACO pilot sites identified & 
participating in National Learning Networkparticipating in National Learning Networkparticipating in National Learning Networkparticipating in National Learning Network

 Creating all payer modelCreating all payer model
 Three major commercial payers participating and Three major commercial payers participating and 

consolidated shared savings pool acceptedconsolidated shared savings pool accepted
 Plan for Medicaid participation 7/10Plan for Medicaid participation 7/10
 Planning for Medicare participation 2012Planning for Medicare participation 2012

Fi i l i t d l f ACO d l d fFi i l i t d l f ACO d l d f

1616

 Financial impact model for ACO developed for Financial impact model for ACO developed for 
two sitestwo sites

 Vermont legislation (2010) for 3 pilots by end of Vermont legislation (2010) for 3 pilots by end of 
20122012
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Development of A Community Health Development of A Community Health 
System To Achieve the Triple AimsSystem To Achieve the Triple Aims

 “It is the intent of the general assembly to reform“It is the intent of the general assembly to reform It is the intent of the general assembly to reform It is the intent of the general assembly to reform 
the health care delivery system in order to the health care delivery system in order to 
manage total costs of the system, improve manage total costs of the system, improve 
health outcomes for Vermonters, and provide a health outcomes for Vermonters, and provide a 
positive health care experience for patients and positive health care experience for patients and 
providers.  In order to achieve this goal and to providers.  In order to achieve this goal and to 
ensure the success of health care reform, it is ensure the success of health care reform, it is 
essential to pursue innovative approaches to aessential to pursue innovative approaches to a

1717

essential to pursue innovative approaches to a essential to pursue innovative approaches to a 
single system of health care delivery that single system of health care delivery that 
integrates health care at a community level and integrates health care at a community level and 
contains costs through communitycontains costs through community--based based 
payment reform.”payment reform.” (Act 128, 2010)(Act 128, 2010)

IV. Making It WorkIV. Making It Work

 Payment reforms create a framework and Payment reforms create a framework and 
li d i tili d i tialigned incentivesaligned incentives

 They don’t automatically engage They don’t automatically engage 
physicians and create ‘the capacity to do physicians and create ‘the capacity to do 
the hard workthe hard work

 IOM: learning health care systemIOM: learning health care system

1818

 IOM:  learning health care systemIOM:  learning health care system



10

1919

Building a Learning Health System

State
• Policy & leadership

University of Vermont
• NCQA scoringWeb based reporting platforms

• Strategic planning
• Coordination
• IT Infrastructure
• Central Registry
• Multi-payer database

• Chart review
• Analytics
• Reporting
• Informatics platform
• Multi-disciplinary expertise

Web based reporting platforms
Multi-disciplinary study teams

Comparative effectiveness & evaluation

Coaching & Facilitation Team (Blueprint & University of Vermont)

20

Practices Community 
Health 
Teams

Hospitals Other Services 
& Providers

Coaching & Facilitation Team (Blueprint & University of Vermont)
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Blueprint Pilot Evaluation 

Data SourcesData Sources

NCQA ScoringNCQA Scoring

Chart ReviewChart Review

DocSite DatabaseDocSite Database

Multi Payer claims DataMulti Payer claims Data

Public Health DatabasesPublic Health Databases

Expanded EvaluationExpanded EvaluationCore AssessmentsCore Assessments

2121

HealthcareHealthcare

SocialSocial

EconomicEconomic

EcologicalEcological

Health PolicyHealth Policy

NCQA PCMH StandardsNCQA PCMH Standards

Clinical Process MeasuresClinical Process Measures

Health Status MeasuresHealth Status Measures

Utilization & Healthcare Utilization & Healthcare 
ExpendituresExpenditures

Population Health IndicatorsPopulation Health Indicators

Some Initial Questions for an ACOSome Initial Questions for an ACO

 What population do you actually serve?: What population do you actually serve?: 
Attributed vs. geographic membershipAttributed vs. geographic membershipg g p pg g p p

 What services used by that population are What services used by that population are 
provided inside the ACO vs. outside?provided inside the ACO vs. outside?

 How does the current performance of the ACO How does the current performance of the ACO 
compare to benchmarks in each of the three compare to benchmarks in each of the three 
Triple Aims?Triple Aims?

 Which services, subWhich services, sub--populations and/or populations and/or 

2222

,, p pp p
providers have significant variations from providers have significant variations from 
benchmark?  Why?benchmark?  Why?

 What are the prioritized interventions for What are the prioritized interventions for 
reducing those variations? reducing those variations? 
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Some ResourcesSome Resources

 All payer claims data base (commercial)All payer claims data base (commercial)
Anal sis of attrib ted pop lation sAnal sis of attrib ted pop lation s Analysis of attributed population vs. Analysis of attributed population vs. 
geographic populationgeographic population

 Small area variation analysis: VT  has low Small area variation analysis: VT  has low 
average use rates, but significant variationaverage use rates, but significant variation

Medicare dataMedicare data
Dartmouth AtlasDartmouth Atlas

2323

 Dartmouth AtlasDartmouth Atlas
 CMS dataCMS data

Hospital discharge data setHospital discharge data set

V. Lessons and SuggestionsV. Lessons and Suggestions

 Community health system level is the focal point of Community health system level is the focal point of 
delivery system reformdelivery system reformy yy y

 Don’t know what structures work Don’t know what structures work 
 Experiment with alternative structuresExperiment with alternative structures
 Need multiple approachesNeed multiple approaches

 Most small and medium sized communities and care Most small and medium sized communities and care 
systems will need state/national support forsystems will need state/national support for
 Defining a common financial framework for all payersDefining a common financial framework for all payers

IT t f li i l t l i t i f tiIT t f li i l t l i t i f ti

2424

 IT support for clinical tools, process improvement, information IT support for clinical tools, process improvement, information 
exchange, reporting and evaluationexchange, reporting and evaluation

 Technical support and trainingTechnical support and training
 Start up fundingStart up funding
 NASHP report (in press)NASHP report (in press)
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Lessons and SuggestionsLessons and Suggestions

 Likelihood of success of ACO is enhanced Likelihood of success of ACO is enhanced 
by key preby key pre requisitesrequisitesby key preby key pre--requisitesrequisites
 Implementation of medical home model, Implementation of medical home model, 

including primary care payment reformincluding primary care payment reform
 All payer participation in a common financial All payer participation in a common financial 

frameworkframework
 Strong IT support for operations reportingStrong IT support for operations reporting

2525

 Strong IT support for operations, reporting Strong IT support for operations, reporting 
and evaluationand evaluation

 After two years, Vermont is 12After two years, Vermont is 12--18 months 18 months 
away from startup of first ACO pilotaway from startup of first ACO pilot

Lessons and SuggestionsLessons and Suggestions
 Use a balanced set of incentives: IHI Triple AimsUse a balanced set of incentives: IHI Triple Aims
 Strive for single system within a multiStrive for single system within a multi--payer payer 

f kf kframeworkframework
 Care coordination using local Community Health Care coordination using local Community Health 

Team vs. multiple remote disease management Team vs. multiple remote disease management 
programsprograms

 Common payment method and aligned incentive Common payment method and aligned incentive 
measuresmeasures

 In est in ph sicians Training Shared learningIn est in ph sicians Training Shared learning

2626

 Invest in physicians: Training, Shared learning, Invest in physicians: Training, Shared learning, 
Startup costs, etc.Startup costs, etc.

 Support a data driven processSupport a data driven process
 Use what you haveUse what you have
 Plan for morePlan for more



14

Payment Reform: The VisionPayment Reform: The Vision

Community Health System responsible for Community Health System responsible for 
hi i th T i l Ai f it l tihi i th T i l Ai f it l tiachieving the Triple Aims for its populationachieving the Triple Aims for its population

 Improving its health over timeImproving its health over time

 Ensuring patients have a good experience of Ensuring patients have a good experience of 
care, when care is neededcare, when care is needed

 Managing the total costs of care Managing the total costs of care 

2727

g gg g

ResourcesResources

 Vermont Health ReformVermont Health Reform
 Health reform : Health reform : http://hcr.vermont.gov/http://hcr.vermont.gov/p gp g
 Information technology: Information technology: http://www.vitl.net/http://www.vitl.net/
 Health Care Reform Commission: Health Care Reform Commission: 

http://www.leg.state.vt.us/CommissiononHealthCareReform/defahttp://www.leg.state.vt.us/CommissiononHealthCareReform/defa
ult2.cfmult2.cfm

 Vermont ACO Pilots Vermont ACO Pilots 
http://www.commonwealthfund.org/Content/Publications/Fundhttp://www.commonwealthfund.org/Content/Publications/Fund--
Reports/2010/May/TheReports/2010/May/The--VermontVermont--AccountableAccountable--CareCare--
OrganizationOrganization--PilotPilot--AA--CommunityCommunity--HealthHealth--SystemSystem--toto--Control aspxControl aspx

2828

OrganizationOrganization--PilotPilot--AA--CommunityCommunity--HealthHealth--SystemSystem--toto--Control.aspxControl.aspx

Jim Hester, Director, 802 828Jim Hester, Director, 802 828--1107, 1107, jhester@leg.state.vt.usjhester@leg.state.vt.us


