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The Key Facts that Shape the Landscape

2

• Have seen continued upward force on costs of chronic disease – driven by
aging, but also lifestyle

• Have seen largest health systems acquire smaller ones, employ MDs and
congeal into oligopolies that cost more

• Independent PCP’s are endangered – when employed by large systems,
they are seen as inlet valves / feeders to specialists to fill the beds

• Role of the PCP is key

• PCP is best for holistic understanding of the patient – particularly for
management of chronic disease

• Direct PCP services cost about 5 cents on the medical dollar

• PCP’s make the two most value-laden decisions in the whole health
care system – when and where to refer – drive all outcomes and cost

• However…PCPs are pressured – 10 minute encounters – quick to refer

• No PCP downstream economic interest in the cost implications of
their referral decisions



Illness / Wellness Pyramid – 2010 CareFirst Experience
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Advanced
Illness

3% of Population
29% of Cost

Multiple Chronic
Conditions7% of Population

23% of Cost

At Risk10% of Population
19% of Cost

Stable30% of Population
22% of Cost

Healthy50% of Population
7% of Cost

Source: CareFirst Health Care Analytics



Medical Spending in 2010 – Distribution of the Medical Dollar

Primary Care Physicians =
5.4%

Primary Care Physicians =
5.4% Specialists = 28.3%Specialists = 28.3%

Inpatient = 24.4%Inpatient = 24.4%

Outpatient = 20.8%Outpatient = 20.8%

Pharmacy = 20.6%Pharmacy = 20.6%

Skilled Nursing /
Hospice = .07%

Skilled Nursing /
Hospice = .07%

Home Care = .5%Home Care = .5%

4Source: CareFirst Health Care Analytics



PCP Compensation in CareFirst Primary Care Medical Homes
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• Three elements to PCP Compensation Change:

• 12% Increase in Current Fee Schedule

• New Billing Codes for Care Plan Development & Maintenance

• Outcome-based Incentive Award

• Causing PCPs to Focus on the Sickest Patients

• Enrolling Nurse Practitioners in PCMH with Similar Fee Opportunities

• Nurse Practitioners Have Been Eligible to Join CareFirst Networks for
Almost a Year



Critical Role of the PCP in Managing Cost

• PCP’s have a tremendous impact on the downstream costs that will be
reflected in their Patient Care Accounts

• The PCP makes the two most important decisions in the whole health care
system:

– When to refer

– To whom to refer

• They do so with no stake in the downstream cost of their decisions
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The Real-Life Impact of Referral Decisions

Primary Care Physician Refers
to an Orthopedic Surgeon

Primary Care Physician Refers
to an Orthopedic Surgeon

Specialist A Uses
Hospital X

Specialist A Uses
Hospital X

Specialist B Uses
Hospital Y

Specialist B Uses
Hospital Y

Specialist C Uses
Hospital Z

Specialist C Uses
Hospital Z

Member Requires Hip or Knee Replacement

Average Cost = $39,360

Average Cost = $25,600

Average Cost = $19,650

The decision of the PCP for one
member for one procedure can
have a $20,000 impact

Source: CareFirst Health Care Analytics, Data as of September 2010 7



Sample Patient Care Account – One Patient

Primary Care Visit 1/4/10 50$
Vaccination 1/4/10 4$ Credits: Mary Smith
Pharmacy Fill 1/7/10 120$ January 210$
ER Visit 2/4/10 125$ February 210$
ER Treatment 2/4/10 300$ March 210$
Ophthalmologist Specialist Visit 3/6/10 127$ April 210$
Orthopedic Specialist Visit 4/22/10 257$ May 210$
Pharmacy Fill 4/10/10 120$ June 210$
Physical Therapy 4/25/10 22$ July 210$
Physical Therapy 5/5/10 22$ August 210$
Pharmacy Fill 7/10/10 120$ September 210$
Primary Care Visit 8/4/10 50$ October 210$
Dermatologist Specialist Visit 8/22/10 300$ November 210$
Pathology Test 8/23/10 50$ December 210$
Dermatologist Specialist Visit 9/12/10 100$
Cardiology Specialist Visit 9/22/10 554$
Outpatient Hospital Bill 10/15/10 1,325$

Debit: Mary Smith Credits: Mary Smith

One Patient Thru September

Debits (Care Expenses) Credits *

- +

Mary Smith
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Total Debits: $3,646 Total Credits: $2,520



Measuring Quality of Care

Degree of
Engagement

Appropriateness
of Use

Effectiveness of
Care

Patient Access Structural
Capabilities

30 Points 20 Points 20 Points 20 Points 10 Points
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Possible
Points

Engagement Metric

4.5 Schedule Appointments

12.0 Patients Receive Appointments

4.5 Care Plan Clear

4.5 Care Coordination Accomplished

4.5 Active Follow-ups



Sample of the PCMH Composite Quality Score Card

• The Score Card shows
the quality measures
that the CareFirst PCMH
program uses to
compute a Panel’s
Quality Score.

• The measurements
include claims-based
and non-claims-based
measures and list
achievable points by
measure.
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Points Metrics PCMH

4.5 Schedule Appointments 3.7

12.0 Patients Receive Appointments 10.1

4.5 Care Plan Clear 4.1

4.5 Care Coordination Accomplished 4.0

4.5 Active Follow-ups 4.0

30.0 Engagement Composite 25.9

Preventable Admissions (AHRQ) 2.3

Potentially Preventable Readmissions 2.0

Rate of Use of Specialty Medical Home 1.5

Admissions Composite 5.8
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R 4.0 Potentially Preventable Emergency Room Use 2.9

Colonoscopy 1.1

CT Scans 1.3

MRI 1.0

Patients with Low Back Pain (HEDIS) 0.7

Patients with Viral Upper Respiratory Infections 1.2

Patients with Pharyngitis 0.9

Diagnostic, Imaging, and Antibiotics Composite 9.1

Diabetes 1.8

Asthma 0.7

Congestive Heart Failure 1.7

Coronary Artery Disease 1.4

Coronary Artery Disease - Myocardial Infarction 1.6

Major Depressive Disorder 0.8

Chronic Care Maintenance Composite 8.0

Colon Cancer Screening 1.6

Chlamydia Screening 1.0

Cervical Cancer Screening 1.3

Breast Cancer Screening 1.3

Childhood Immunizations 1.7

Population Health Maintenance Composite 6.9

5.0 Use of E-Scheduling 2.5

5.0 Use of E-Visits 2.0

5.0 Extended Office Hours 4

5.0 Patient Office Experience, such as Wait Times 3

20.0 Access Composite 11.5

2.5 Use of E-Prescribing 2.2

2.5 Electronic Medical Records Meaningful Use 2.5

2.5 Use of Email 1.0

2.5 External Certification 2.5

10.0 Structure Composite 8.2

100.0 Overall Practice Composite 78.3
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The Outcome Incentive Award

10% 8% 6% 4% 2%
80 67 53 40 27 13
60 56 45 34 23 11
40 46 37 28 18 9
20 36 29 22 14 7

10% 8% 6% 4% 2%
80 77 61 46 31 15
60 65 52 39 26 13
40 53 42 32 21 11
20 41 33 25 16 8

10% 8% 6% 4% 2%
80 90 72 54 36 18
60 76 61 46 30 15
40 62 50 37 25 12
20 48 39 29 19 10

QUALITY SCORE
SAVINGS LEVELS

PCP PERCENTAGE POINT FEE INCREASE: YEAR 1

QUALITY SCORE
SAVINGS LEVELS

PCP PERCENTAGE POINT FEE INCREASE: YEAR 2

QUALITY SCORE
SAVINGS LEVELS

PCP PERCENTAGE POINT FEE INCREASE: YEAR 3

Outcome Incentive Award for a Panel with 3,000 Members
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• Award is based on each Panel’s overall performance – on quality and cost for
whole patient populations

• Degree of savings and degree of quality attainment intersect on grid
• The higher the point of intersection, the greater the reward – expressed in fee

supplement shown (i.e. 60 quality points at 6% savings equals a supplemental fee
of 34% for the following year to the PCP’s in the Panel

• Multi-year performance at high levels increases fee supplement – rewarding
consistent performance over an extended period of time



Has this model proven effective
in attracting practitioners?
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Profile of PCP Practices in CareFirst Networks
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Source: CareFirst internal data. Information current as of August 1, 2011.

• * Large Health Systems = UPI, MEDSTAR, Maryland Primary Care, LIFEBRIDGE, Johns Hopkins
Community Physicians, GBMC, and Fairfax Family Practice.

• NOTE - MPP Practitioners not yet excluded (239 PCP’s).
• RPN includes 5,200 primaries but once ineligible primaries are eliminated, the denominator is

4,430 primaries

PCP Practice Size # of PCP's % in PCMH Program # in PCP Program % of All PCP's

1 - 2 Physicians 1,745 59% 1,030 39%

3 - 4 Physicians 525 62% 326 12%

5 - 9 Physicians 620 76% 471 14%

10 - 15 Physicians 316 90% 287 7%

16 + Physicians 632 88% 556 14%

Physicians in Large Health Systems* 592 68% 403 13%

4,430 71% 3076 100%



CareFirst Now Has One of the Largest PCMH Networks in the U.S.
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• Over 3,000 PCP’s in approximately 275 Medical Care Panels – includes
265 Nurse Practitioners

• Nearly half are composed of 1-4 PCP practices

• Nearly 90 percent are independent – not employed by large health
systems

• Two thirds of all PCP’s in the region are in the Program – and growing

• All 2.6 million of local CareFirst members are in the Program except if
they opt out (rare)

• Program accommodates all forms of benefit designs, products (PPO,
HMO, CDH)

• Coverage throughout the region (Maryland, DC, Northern Virginia)

• All employer groups, individual coverage, risk arrangements included
(Full premium, ASO)



Practitioner Payment Innovation in Other Areas
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• Oncology Pathways Program (Pay for Performance)

• Oncologists Enroll Voluntarily

• Paid More for Adherence to Evidence-based Medicine

• Drives Better Clinical Outcomes

• Drives Substantial Improvements in Symptom Management

• Results in Lower Admission Rates and ER Use

• Launched August 2008, Now in Third Generation

• Medication Management Services (Investing Where it Counts)

• Now Paying Pharmacists for Active Role in Medication Management

• Focus on Chronically Ill Members on Multiple Medications

• Better Medication Adherence = Better Outcomes + Lower Cost

• Launched for Pharmacy Benefit Members September 1, 2011



Reference Slides for Q&A Follow



Lessons Learned in Three-Year CareFirst PCMH Pilot (2008 – 2010)
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• Focused on willing, able, and ready PCP practices, ranging in size from 5 –
15 PCPs – Average size: 10 physicians

• Intensively helped them upgrade to higher level of NCQA certification
with great success

• 9 of 11 practices made it to NCQA PPC PCMH Certification Level 3

• Put in new EMR/PM systems and paid for them in a number of cases

• Supported and paid for transformation – via Transformed

• Paid $4 PMPM to assist with resources necessary to a max of $100,000
per year per practice

• In total, spent nearly $5 million in support resources for these practices

• Some success, but never got to the point where the practices were
focused on care management via care plans



Key Insights from CareFirst Pilot
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• Not effective to focus only on what happens in PCP office alone

• It’s not about EMRs, although they are helpful – it is about:
• interconnectivity with the rest of the health care system and

enhanced coordination across settings
• consolidated view of all care around a single patient
• Upgrade to higher NCQA certification level alone does not mean

much

• Change in health care financial incentives is critically important – without
this, nothing much happens

• Huge augmentation in PCP practice capabilities needed – particularly
nursing support of care plan process

• Accountability: Scope of what a PCP is accountable for matters a lot –
needs to be more than what goes on in their office



Missing Elements in Current System
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• No systematic detection of multiple chronic disease patients or those at
high risk for these diseases

• No or inadequate nursing support to set up care plans and track patients
across care settings and time

• No complete record of the patients’ experience and services across care
settings

• No detection and support during admission and discharge from the
hospital

• No or inadequate patient maintenance at home – especially for psycho-
social needs and medication therapy management and related aide
services or monitoring



Fee for Service – Necessary and Even Useful
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• All agree it needs to be checked – leads to “inflation” in volume of
services

• However, fee for service captures with increasing detail the scope and
nature of services rendered across all settings (ICD-10/5010)

• It supports the ASO business – now at least half of all enrollment

• It ties reimbursement to service – causing discipline, timeliness and
accuracy

• It is the only short / intermediate-term route to large scale adoption of
financial incentive changes

• Challenge is to hold it in check, not abandon it – global capitation targets
can be established with PCP’s who remain on fee for service



Key Elements of CareFirst’s PCMH Design
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• PCP’s are in no position to take risk
• Program is not about just primary care – it is about all care in all settings

under guidance of the PCP
• PCP’s are organized into small panels – big enough to see patterns, small

enough to keep accountable and directly tie incentives to results
• Blend of capitation and fee for service – no risk shift – all incentive based
• A “Patient Care Account” is set up for each panel – a score-keeping system
• Capitation is much like setting a premium rate – based on global claims

history of patients in each panel trended to “performance year”
• Fee for service is the basic score-keeping method during the course of

each calendar year
• Outcome incentives are based on overall results: Was global capitation

bettered? Was quality strong?
• Greater focus on chronic disease patient and those at high risk for chronic

these
• Conclusion: Powerful change in health care incentives is needed, but a

wholesale abandonment of fee for service is not wise



Needed Elements – No One Silver Bullet
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• Online master Member Health Record

• Single care plan across all care settings with dedicated nursing support in
the community at the heart of a community-based team

• Special provision for coordinated home-based services that are not just
clinical

• Online ability in real time to see data by episode for each patient and all
patient cohorts

• Nursing presence in hospitals to track admissions, select the most intense
patients, and coordinate care post discharge

• Incentives to PCP’s to pay attention to care patterns, referral choices, and
overall outcomes







PCP’s Have Global Accountability for Cost, Quality – Total Outcomes
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• PCP’s are responsible for all care of their whole patient population – not
just primary care

• PCP’s share of total cost is 5.5 percent of total medical care cost

• Decisions on when and where to refer drive everything that follows

• Global budget targets are based on trended/ risk adjusted historical total
cost for each Panel’s patient population (“Credits” in Patient Care
Account maintained by CareFirst for each Panel)

• Drug, behavioral health, ancillaries, and all other medical costs are
included – all costs are accounted for down to every line on every claim
(“Debits” in Patient Care Account)

• Patient Care Account creates a running detailed record of Panel
performance down to PCP and patient specific level on all services on all
services

• Comprehensive data for claims enables episode tracking and quality
measures to be readily calculated



Panel Patient Membership is Determined through Attribution
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• Patient attribution to each PCP is based on patient actual use of a PCP’s
services for primary care

• Total patients attributed to each PCP are summed for panel as a whole

• Total patient population of each panel is stratified by illness burden score
(DxCG). This creates illness / wellness pyramid for each panel.

• Illness Burden score is calculated monthly – used to risk adjust global
budget targets

• Patient population stratification is key to focusing PCP attention on those
patients with multiple chronic diseases or at high risk for these diseases
as well as keeping those that are healthy well



Typical Primary Care Practice

• 2,500 active patients per physician (average – includes all payers)

• 10 physicians per panel equates to 25,000 patients (all payers)

• Based on CareFirst market share in our region, 2,000 – 4,000 of these
patients in an average panel are likely to be CareFirst members

• 3,000 members generate $12 - $15 million per year in health care costs
and 60,000 - 70,000 encounters annually

• The Illness / Wellness pyramid with its band distribution is made available
to each panel/practice within each panel
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