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Payment Models:

• PCMH Charter

• Episode Charter

• Overview 
Presentation

Ohio’s State Innovation Model 
(SIM) Test Grant Application:

• Population Health Plan
• Delivery System Plan
• Payment Models 
• Regulatory Plan
• HIT Plan
• Stakeholder Engagement
• Quality Measurement
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Patient-centered medical homes Episode-based payments

Goal 80-90 percent of Ohio’s population in some value-based payment model 
(combination of episodes- and population-based payment) within five years

Year 1 ▪ In 2014 focus on Comprehensive 
Primary Care Initiative (CPCi)

▪ Payers agree to participate in design 
for elements where standardization 
and/or alignment is critical

▪ Multi-payer group begins enrollment 
strategy for one additional market

Year 3

Year 5

▪ State leads design of five episodes: 
asthma acute exacerbation, 
perinatal, COPD exacerbation, PCI, 
and joint replacement

▪ Payers agree to participate in design 
process, launch reporting on at least 
3 of 5 episodes in 2014 and tie to 
payment within year

▪ Model rolled out to all major markets
▪ 50% of patients are enrolled

▪ 20 episodes defined and launched across 
payers

▪ Scale achieved state-wide
▪ 80% of patients are enrolled

▪ 50+ episodes defined and launched across 
payers

State’s Role ▪ Shift rapidly to PCMH and episode model in Medicaid fee-for-service
▪ Require Medicaid MCO partners to participate and implement
▪ Incorporate into contracts of MCOs for state employee benefit program

5-Year Goal for Payment Innovation
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State of Ohio Health Care
Payment Innovation Task Force

Governor’s Advisory Council on
Health Care Payment  Innovation

Public/Private WorkgroupsState Implementation Teams

Patient-Centered Medical Homes

Episode-Based Payments

Workforce and Training

John R. Kasich
Governor

Governor’s 
Senior Staff

Health Information Technology

Performance Measurement

Ohio Patient-Centered Primary Care 
Collaborative

External Expert Teams for
specific episodes

Practice Transformation Network 
(PTN) Collaborative

External Expert Team TBD

External Expert Team TBD

State Innovation 
Model Core Team

HIT Infrastructure 
Core Team

Payment Innovation Partners

• Purchasers (Bob Evans, Cardinal Health, 
Council of Smaller Enterprises, GE Aviation, 
Procter & Gamble, Progressive)

• Plans (Aetna, Anthem, CareSource, Medical 
Mutual, UnitedHealthcare)

• Providers (Akron Children’s Hospital, 
Catholic Health Partners, Central Ohio 
Primary Care, Cleveland Clinic, North 
Central Radiology, Ohio Health, ProMedica, 
Toledo Medical Center)

• Consumers (AARP, Legal Aid Society, 
Universal Health Care Action Network)

• Research (Health Policy Institute of Ohio)

Office of Health Transformation 

• Project Management Team: Executive 
Director, Communications Director, 
Stakeholder Outreach Director, Legislative 
Liaison, Fiscal and IT Project Managers 

Participant Agencies

• Administrative Services, Development, 
Health, Insurance, JobsOhio, Ohio Medicaid, 
Rehabilitation and Corrections, Taxation, 
Worker’s Compensation, Youth Services, 
Public Employee and State Teachers 
Retirement Systems
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Pyramid of Health

HIGHEST:
Individual 
effort, 
Complexity,
Cost

LOWEST:
Impact
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Social Stability

Education and Health Literacy

Physical Health

Mental Health

Building the Foundations
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Genetic 
predisposition

30%

Social 
circumstances

15%

Environmental 
exposure

5%

Health care
10%

Behavioral 
patterns

40%

What It Takes To Be Healthy

Shattuck Lecture, NEJM
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Social Environment

Physical Health

Driving Change: Improved Well-being

CH
AN

GE

Change begins with

Broader, Stronger
Foundations
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Population Perspective

Success
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Collaboration, Cooperation & Coordination

Leverage for 
improvement

Events: crises, anecdotes, problems, projects

Trends & Patterns: run charts, statistical analyses, trials

System Structure: pattern of interrelationship among key components:
hierarchy, process flows, mental models, programs

Including alignment of Public Health, Medicaid & Clinical systems…

Adapted from The Fifth Discipline Fieldbook, p.97-103
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Shift  to population- and episode-based payment

Payment approach Most applicable for

▪ Primary prevention for healthy 
population

▪ Care for chronically ill 
(e.g., managing obesity, CHF)

▪ Acute procedures 
(e.g., CABG, hips, stent)

▪ Most inpatient stays including 
Newborn deliveries,  post-acute 
care, readmissions

▪ Acute outpatient care 
(e.g., broken arm) 

▪ Discrete services correlated with 
favorable outcomes or lower cost

Population-based:  (PCMH, ACOs, capitation)

Episode-based

Fee-for-service
(including pay for performance)
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Elements of the episode definition

▪ Pre-trigger window: Time period  prior to the trigger event; relevant care for the 
patient is included in the episode

▪ Trigger window: Duration of the potential trigger event (e.g., from date of inpatient 
admission to date of discharge); all care is included

▪ Post-trigger window:  Time period following trigger event; relevant care and 
complications are included in the episode

Episode window2

Category Description

▪ Diagnoses or procedures and corresponding claim types and/or care settings that 
characterize a potential episode

Episode trigger1

▪ Provider who may be in the best position to assume principal accountability in the episode 
based on factors such as decision making responsibilities, influence over other providers, and 
portion of the episode spend

Principal 
accountable 
provider

4

Claims included3

▪ Patient characteristics, comorbidities, diagnoses or procedures that may potentially 
indicate a type of risk that, due to its complexity, cost, or other factors, should be excluded 
entirely rather than adjusted

Episode-level 
exclusions

▪ Measures to evaluate quality of care delivered during a specific episode
Quality metrics5

▪ Patient characteristics, comorbidities, diagnoses or procedures that may potentially indicate 
an increased level of risk for a given patient in a specific episode 

Potential risk 
factors

7

6
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Patient journey:  Total Joint Replacement

SOURCE: Clinical experts, team analysis 

Patient suffers from limited 
joint functionality

Follow-up care
▪ Patient receives rehabilitation 

support in a skilled nursing 
facility or at home with 
physical therapy and home 
health

▪ Medications to alleviate pain 
are prescribed

Potential complications 
▪ (e.g., fractures and 

dislocations, revision, DVT, 
PE, infection, mechanical 
complications)

Surgery
▪ Patient receives a hip or 

knee implant to replace  
non-functioning joint

▪ Surgery is performed in 
either an outpatient or 
inpatient setting 
– Factors influencing 

quality include: surgery 
time, anesthesia and 
wound closure (e.g., 
staples, stitches, glue)

– Sources of variation 
include: implant choice, 
length of stay, 
medications prescribed

Potential episode
trigger event

Pre-surgical care
▪ Patient receives further 

diagnostic testing/labs, 
medications,  and 
consultation (e.g., 
cardiologist, PCP, comorbidity 
management, rehab 
planning, education) as 
needed

Initial assessment by surgeon 
or other orthopedic physician
▪ Appropriateness (e.g., 

medical, social, BMI, 
suitability of risk, timing)

▪ Objective evidence (e.g., x-
ray imaging)



M a k i n g  O h i o  B e t t e rO H I O D E PA R T M E N T  O F  M E D I C A I D

Patient journey & sources of value:  TJR

SOURCE: Clinical experts, team analysis 

Follow-up care
▪ Patient receives rehabilitation 

support in a skilled nursing 
facility or at home with 
physical therapy and home 
health

▪ Medications to alleviate pain 
are prescribed

Potential complications (e.g., 
fractures and dislocations, 
revision, DVT, PE, infection, 
mechanical complications)

Surgery
▪ Patient receives a hip or 

knee implant to substitute 
for the non-functioning 
joint

▪ Surgery is performed in 
either an outpatient or 
inpatient setting (post-op 
stay)
– Factors influencing 

quality include: surgery 
time, anesthesia and 
wound closure (e.g., 
staples, stitches, glue)

▪ Sources of variation 
include: implant choice, 
length of stay, medications 
prescribed

Potential episode
trigger event

Pre-surgical care
▪ Patient receives further 

diagnostic testing/labs, 
medications,  and 
consultation (e.g., 
cardiologist, PCP, comorbidity 
management, rehab 
planning, education) as 
needed

Initial assessment by surgeon 
or other orthopedic physician
▪ Appropriateness (e.g., 

medical, social, BMI, 
suitability of risk)

▪ Objective evidence (e.g., x-
ray imaging)

Appropriate pre-
surgical care (e.g., 
imaging utilization, 
cardiac and other 
surgical risk 
assessment)

A

Decisions 
related to 
procedure (e.g., 
facility choice, 
anesthesia, 
implant 
selection)

B

Appropriate 
length of 
inpatient stay

C

Proper recovery 
/ rehabilitation 
treatment

D

Reduction of 
readmissions and 
complications

E
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Retrospective episode model mechanics

Patients seek care 
and select providers 
as they do today

Providers submit 
claims as they do 
today

Payers reimburse for 
all services as they do 
today

1 2 3
Patients and 
providers 
continue to 
deliver care as 
they do today

▪ Providers may:
▪ Share savings: if average 

costs below 
commendable levels and 
quality targets are met

▪ Pay part of excess cost: 
if average costs are 
above acceptable level

▪ See no change in pay: if 
average costs are 
between commendable 
and acceptable levels 

Review claims from 
the performance 
period to identify a 
‘Principal Accountable 
Provider’ (PAP) for 
each episode

4 5 6

Calculate 
incentive 
payments based 
on outcomes
after close of
12 month 
performance 
period

Payers calculate
average cost per 
episode for each PAP

Compare average costs 
to predetermined 
“commendable” and 
“acceptable” levels
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Retrospective thresholds reward cost-efficient, high-quality care

NOTE: Each vertical bar represents the average cost for a provider, sorted from 
highest to lowest average cost

7Provider cost distribution (average episode cost per provider)

Acceptable

Gain sharing limit

Commendable

Ave. cost per episode
$

Principal Accountable Provider

- No change 
Payment unchanged

Gain sharing
Eligible for incentive payment

Risk sharing
Pay portion of excess costs

+No Change Eligible for   
gain sharing based on cost, but 
did not pass quality metrics
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This is a sample report; actual 
reports will be released in 2015
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Variation across the Total Joint Replacement episode

NOTES: Average episode spend distribution for PAPs with five or more episodes; 
each vertical bar represents the average spend for one PAP.

SOURCE: Analysis of Ohio Medicaid claims data, 2011-12.

Average cost per episode, risk adjusted, excluding outliers

• Readmission rate within 30 days varies 
from 0% to 33%

• >200% variation in imaging and 
diagnostic spend

Orthopedic surgeon performing the TJR procedure
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Total Joint Replacement Episode Distribution by Claim Type

NOTES: Average episode spend distribution by claim type for PAPs with five or more 
episodes; each vertical bar represents the average spend for a PAP.

SOURCE: Analysis of Ohio Medicaid claims data, 2011-2012.
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Episodes of Care Developed To Date
• Wave I

» Total joint replacement (hip and knee)
» Asthma & COPD
» Percutaneous cardiac intervention (heart catheterization with stents 

etc..)
» Perinatal (newborn delivery)

• Wave II
» Upper respiratory & urinary tract infection
» Appendectomy & cholecystectomy
» Upper and lower endoscopy & gastrointestinal Bleed

• Wave III 
» tbd but behavioral health a priority

8/3/2015 20
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mary.applegate@medicaid.ohio.gov
karin.hoyt@medicaid.ohio.gov

How can we get to win:win:win?

How can you/we add additional value to patients?

What else might we consider?

Other Questions? Comments?
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