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Value-Based Care: Managing Operations and Care While Assuming Risk

With an emphasis on improving clinical and operational
outcomes, the transition to value-based care is
transforming care delivery with increased focus on
population health management. Reimbursement models
have yet to keep pace, with many organizations still
balancing between fee-for-service models and valuebased contracts. Across the country, hospitals and health
systems have expanded the number of lives in existing
risk-based contracts, as well as increased the number of
health systems participating in risk-based arrangements.
Succeeding under these arrangements requires
consistently monitoring individuals’ health, proactively
preventing illness or catching chronic conditions at
an earlier stage, among other things. This executive
dialogue focuses on how organizations are managing
risk, particularly under the accountable care organization
(ACO) and clinically integrated network (CIN) models.
It also explores current and potential barriers to success
under risk-based contracts, as well as key success factors
for building sustainable change.

3

EXECUTIVE DIALOGUE | Sponsored by Cerner |

2019

Value-Based Care: Managing Operations and Care While Assuming Risk

MODERATOR: Where are your organizations in terms of
value-based care? Do you have a CIN or an ACO? Are you
already assuming downside risk?
JOHN CHESSARE, M.D. (GBMC HealthCare System): GBMC is
a single-hospital system just north of Baltimore in Towson,
Md. In Maryland, all our hospital revenue is essentially at risk
because we have a global budget. The state has a contract
with the Center for Medicare and Medicaid Innovation (CMMI)
to reduce the total cost of care for Medicare beneficiaries. We
are on the hook for expenses outside the hospital, in nursing
homes, extended care facilities, etc. We were in the Medicare
Shared Savings Program (MSSP) with just upside risk only
until the beginning of this year when we elected to leave
and join the Maryland Primary Care Program, which pays us
to do advanced primary care. We have 10 NCQA [National
Committee for Quality Asssurance] Level 3 certified, patientcentered medical homes (PCMH) and we were losing quite a
bit of money on primary care. Now that is changing under the
Primary Care Program. It was the right decision for us.
RUSS GRONEWOLD (Bryan Health): Bryan Health has two

tertiary hospitals in Lincoln, Neb., and we are building a

4

new hospital in the central part of the state. We also have
a couple critical access hospitals. When the first ACO
initiatives came out years ago, a couple of rural networks
sprang up and really got going before the rest of the state
did. It was interesting to see the rural physicians taking
it on and being pretty successful. Many of these rural
organizations are our referral sources, so we decided we’d
better participate as well. We started a physician-hospital
organization (PHO) called Bryan Health Connect that
comprises more than 24 critical access hospitals in our
market and about 1,200 providers. It has been successful
in bringing physicians on board and educating them about
population health initiatives. But, it also creates some
real challenges. In Lincoln, our physicians are primarily
independent, while in the rural areas, the physicians
are primarily employed, for example. We are the lead
organization in the Heartland Health Alliance, a 49-member
hospital network designed to provide patients access
to high-quality, low-cost health care. We have a unique
governing body at the PHO to reflect different physician
arrangements. Bryan Health appoints five members to the
governing body and the independent physicians elect five
representatives, with five more appointed by the critical
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access hospitals. It has worked for us because we have
long-standing, good relationships with all these folks.
PETER KAPRIELYAN (Inspira Health): Inspira is a three-hospital

system in southern New Jersey. We have a Track 1 Medicare
ACO that covers about 13,000 lives, and we have a PHO with
two commercial programs: Horizon Blue Cross Blue Shield
with 28,000 lives and Aetna with 15,000 lives, which is brand
new in 2019. All our programs are upside only. We’ve seen
consistent savings with Horizon but none with Medicare. One
of the things I’m interested in learning about is whether any of
you have explored collaborative ACOs for small populations.
We haven’t achieved any savings yet, likely due to the size of
our populations.

SHELLY SCHLENKER (CommonSpirit Health): CommonSpirit is
the result of a merger between Dignity Health and Catholic
Health Initiatives. We have 142 hospitals in 21 states. We have
everything, including private ACOs, as well as those in the
MSSP program and the Next Generation ACO Model. In total,
on the Dignity Health Legacy side, we have about a million
lives covered under some form of value-based care. Our
experience has been varied, and our approach has been to try
a little bit of everything in different markets.
RICK DAVIS (Central Peninsula Hospital): Central Peninsula

Hospital is a borough-owned, sole-provider hospital. We have
been on a journey to develop a value-based care delivery
model on the Kenai Peninsula. We are unique in that we are
a bit isolated and our population isn’t big enough, really, to
do a full ACO. We are working closely with Moda Health, an
Oregon-based payer operating a coordinated care model
in eastern Oregon. It has been successful, so we are working

We have been on a
journey to develop a valuebased care delivery model
on the Kenai Peninsula. We
are unique in that we are a bit
isolated and our population
isn’t big enough, really, to do
a full ACO.
– Rick Davis
Central Peninsula Hospital
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to build a similar model on the Kenai Peninsula. We are still
fee-for-service and profitable. We employ slightly more than
half of our medical staff, which gives us an opportunity to put
together some kind of a value-based network. Right now,
we’re in a big budget crisis at the state level. We just learned
we’re potentially set to become the first block grant state for
Medicaid. That will create some challenges. We’re looking
to do some kind of a population-based global payment as
a result. We’re not quite ready, and the state isn’t ready to
administer such a program yet.
RACHELLE SCHULTZ (Winona Health): We are also a sole
community independent hospital. We started with our ACO
work about five years ago when the state of Minnesota asked
us to participate in a CMMI grant program for the Medicaid
population. So, we started with Medicaid and have found it to
be a good experience. The state provides data on all of the
patients, and we are able to create new processes and systems
to care for this population. Then, on the Medicare side we
worked with other Minnesota organizations on creating a rural
ACO, with Caravan Health. Earlier this year, we announced
an expanded collaboration under Caravan Health with health
systems across the country serving about 225,000 attributed
Medicare beneficiaries. It’s one of the largest MSSP ACOs.
From our previous ACO experience, we learned to succeed in
value-based payments, we have to work together and scale up.
With some of the smaller ACOs, we found you can experience
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big performance swings from one year to the next based
on small numbers. Once you reach about 100,000 lives, you
start muting that effect. We have also found the virtual model
has worked, because we all focus on our own local data and
performance and then we roll that up as a whole ACO relative
to the shared savings. That removes some of the risk. We’ve
also been having conversations with our commercial
payers that want to move in this direction. It is important
because it is very challenging for our providers to navigate
both fee-for-service and ACO models simultaneously. Our
direction is to move into population health and value-based
payment models with all our payers.

MODERATOR: Russ, you mentioned ACO governance

structure. Would you elaborate on that? How is this
changing your governance structure?

GRONEWOLD: For the PHO I mentioned, it was important

to split representation and include both our employed
and independent physicians. On the ACO side, we need
to develop more physician representation to really move
things forward. That’s a work in process right now. All of
the working committees are dominated by physicians, but
we haven’t had the true governance structure we know we
need on the ACO level.

MODERATOR: Anybody else? How is your governance

From our previous ACO
experience, we have learned
that to succeed in value-based
payments, we have to work
together and scale up.
– Rachelle Schultz
Winona Health
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structure changing? Are you involving more physicians
now?

SCHULTZ: The governance structure we’ve had with our
smaller ACO included representation from each of the partner
organizations. For the national ACO, it’s an interesting model.
We have 10 board members, but every community has a vote
and health care decisions remain local.
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Physicians have to drive the
bus. Ultimately, they are the
ones who decide where, when
and how much care is given.
– Shelly Schlenker
CommonSpirit Health

CHESSARE: There isn’t a lot of private practice medicine left in
Baltimore, except for a couple mega groups in specialty areas
like urology. We firmly believe physicians have to be in the
lead. If you’re really going to drive value, you have to redesign
the actual care model. And to do this, you need the people
who are in the care model to be taking the lead. We’ve pretty
much transformed our organization to be physician led.
SCHLENKER: I agree. Physicians have to drive the bus.
Ultimately, they are the ones who decide where, when
and how much care is given. And they control the patient
experience to a large degree. For our commercial ACOs,
we have a slightly different governance model in that we
have found all stakeholders need to be at the table for
governance and have skin in the game — providers, insurers
— everyone has to be at the table.

dynamic of the conversation when it’s a physician-dominated
versus a finance-dominated board. The level of conversation
is a little deeper and more specific about items that are
interesting in terms of transforming care, as opposed to more
of the strategy side. The physicians are really focused on the
bigger picture. They are interested in long-term sustainability,
and the financial health of the organization is important to that.
SCHULTZ: Beyond governance, we have extensive,
multidisciplinary support. We have lots of hands-on physicians
getting into the details, transforming care and achieving
results. Physicians are critical, but so are the rest of the clinical
staff, including nurses, therapists, pharmacists, dietitians
and so forth. The physicians can finally let go of having to
do everything. When we’re doing population health work,
it’s a matter of determining what the physicians need to do
versus some of the clinicians. That’s removed a great deal
of burden for physicians, and it rolls up to the governance
level. It’s not driven by finance. For the national collaborative,
each organization selects its representative; while it’s largely
clinically focused, it’s not dominated by clinicians.
CAREY: Thank you. I’m curious whether you have community
services represented or patients at the governance level?
Some of our clients are considering having patients be
members of their overarching governance.

KAPRIELYAN: Even though we are a fraction of
CommonSpirit’s size, it’s the same thing. Our physicians hold
the majority, and it’s important physicians set the standards
for accountability.

SCHULTZ: In the Centers for Medicare and Medicaid Services

MODERATOR: Rick, how are you working with physicians?

MODERATOR: For those of you transitioning to population
health management, how are you including patients and
community representation?

DAVIS: Right now, we are just putting the network together.
We’re trying to bring in some of the independent physicians,
so it’s not just the hospital-owned clinics against the rest of the
docs. We are getting some good results. We are developing
our committees and beginning to identify the quality metrics
we want to track. We’re building the data structure.
BRAD CAREY (Cerner): Do all member organizations in the

PHO have an equal vote?

GRONEWOLD: Yes. For the PHO, 10 out of the 15 members

are physicians. And then, we’ve sprinkled in appropriate
representation from everywhere else. But, that changes the
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model, we are required to have a Medicare beneficiary on the
board. It’s only one representative, but at least we have the
benefit of that perspective.

CHESSARE: In the Maryland waiver, there are also
requirements for consumer participation at all levels. There
isn’t any way to reduce the total cost of care for Medicare
beneficiaries without harming quality, unless you have the
community involved.
MODERATOR: Rachelle, you mentioned you are getting

good cooperation on your Medicaid initiative in terms
of data. With regard to commercial payers, do you have
access to the information you need?
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SCHULTZ: Having access to data helps drive transformation,

and we are seeing that on both our Medicaid and Medicare
initiatives. It helps provide the whole picture of the population.
It’s pretty timely, which is important. We get updated data
quarterly or even monthly, and that helps to drive change.
On the commercial side, we are not getting access to the
data that we need. We are working on an initiative with one
of our biggest payers, which will be sharing data for our
attributed lives. But I think it’s only because we have seen
the results we have had in working with the state and federal
governments. Commercial payers have not been as willing to
share data.

SCHLENKER: Access to timely, accurate data is critical.
Getting data and sharing it in the commercial ACOs is more
of a challenge. We have not seen as strong of a response
from Medicaid, relative to data sharing. Most of Medicaid in
California is under a managed care model, and getting data
has been a challenge.
KAPRIELYAN: We receive a significant amount of data, and

it’s a challenge to figure out how to use it effectively. Being
a smaller organization, it’s tough to determine how many
resources we need to apply to try to analyze the data. In our
first three-year participation period in our Medicare ACO,
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we didn’t have any shared savings benefits, even though we
thought we were doing great the first year. The second year,
we were even better, but during the third year, the results were
worse than the other two years. It could be due to variability
among a small population of patients.

Being a smaller
organization, it’s tough
to determine how many
resources we need to apply
to try to analyze the data.
– Peter Kaprielyan
Inspira Health

CHESSARE: Maryland has a sophisticated, regional
information sharing network. We have good data feeds. As
others have said, the Medicare data feed is excellent and
the commercial plans not quite as much because of their
concern about losing their advantage by sharing the data.
But, we do reasonably well with it.

What has really allowed us to drive change, is change in the
payment model. As soon as the state committed to reduce
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the total cost of hospital care, it had to do something dramatic
to hold hospitals and health systems accountable. So, it
flipped the payment to a global budget. That’s the best thing
that happened. It’s really liberating to get a global budget,
because you can start doing what the community needs.
SCHULTZ: That’s correct. The biggest lever to pull to get these
systems to change is to change the financing piece. We started
making a lot of our changes because we wanted to prove a
point with the payers that we need to be paid differently. That
was our motivation.
CHESSARE: Absolutely. I started my career serving inner-city
children at the Medical College of Ohio. We were well-funded
by the state, but we were reimbursed by Medicaid. I remember
asking the hospital administrators to give us a social worker,
so we could really create a team to help these children and
reduce utilization. The answer was always ‘no’ because nobody
would pay for it.
CAREY: That’s one of the biggest challenges in transforming

care delivery. Right now, we have many clients who are trying
to optimize both value-based care and fee for service. It’s
tough not knowing from where the revenue will come. We tend
to find ourselves trying to help our clients with fee-for-service
optimization, particularly with things that would complement
value-based care. We have to be sensitive to both sides or
sustainability is at risk.

We focus on doing the right
thing for the patient and then
we build a business model
around that.
– Russ Gronewold
Bryan Health

more respectful place to die. We focused on reducing inpatient
stays and moving patients into hospice or palliative care. We
have the largest hospice company in the mid-Atlantic, and it’s
grown from serving 300 patients a day to serving 950 patients
a day. They are not all coming from our hospital, but it’s a big
opportunity over the short run to drive efficiencies in care by
providing care in a more appropriate setting.
GRONEWOLD: It is difficult to operate in both value-based

care and fee-for-service. What we focus on is making the
right decision for the patient. We can take a deep dive into
our MRI utilization, for example, and cut unnecessary exams
that aren’t benefiting the patient. We focus on doing the right
thing for the patient and then we build a business model
around that. I don’t think many organizations would say at-risk
payments are driving the bottom line. They may be driving the
transformation of care delivery, but those payments are still a
small portion of the what they’re doing.

MODERATOR: As you change your care model, do you have

the data you need to make some of those decisions?

We tend to find ourselves
trying to help our clients with
fee for service optimization,
particularly with things that
would complement valuebased care. We have to be
sensitive to both sides or the
sustainability’s at risk.
– Brad Carey
Cerner

CHESSARE: Even before the global budget shift in Maryland,
we focused on improving care at the end of life. Now there’s a
huge opportunity to reduce cost if you can move patients to a
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GRONEWOLD: If you look at many of the rural ACOs, they

didn’t have access to a great deal of data initially. Instead, they
created their own manual processes, looked back into their
records and just figured it out. I’m not really concerned about
it for the day-to-day care. I don’t feel as though we’ve been
compromised.
When you have a global budget, that’s when I get really
concerned about it, because you need to make sure it’s
scrubbed well and you’re all looking at the right targets. You
know what’s in and what’s out. But, our physicians have been
adaptable.

CHESSARE: I agree with Russ. I don’t believe data is the
big missing link. Every front-line provider knows where the
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opportunities are to reduce unnecessary utilization and
improve outcomes. They know ways to enhance efficiencies.
We need to get them involved in redesigning care.
SCHULTZ: There is a great opportunity there. But one thing
we haven’t discussed is addressing the social determinants
of health. How can we capture the social determinants that
are having a negative impact on patients? Can they afford
their medications? Do they have transportation and access to
healthy foods? That’s not showing up fully when they come
in to see a provider. How do we address the problems that
impact their overall health? That’s one of the things we are
working on with the state for our Medicaid population. It’s a far
more holistic model. Otherwise, we can hit our measures, but
we really are not changing anything for the patient.
SCHLENKER: It’s about connecting with the community and
forming partnerships with organizations that can perform
the additional services when you identify some of the social
determinants of health. We have many different collaboratives
and different models, some of which are even app-based.
Getting around Los Angeles is not an easy task, so how can we
get patients the services they need closer to home?
GRONEWOLD: Rachelle, is the state mandating collection of

data on the social determinants of health?

SCHULTZ: No, it’s not mandated. We’re focusing on it because
we know it will bring significant change. We are the catalyst
in our community, bringing in social workers, etc., to enhance
community health. We need some kind of financial support for
that. We have some registries and we’re collecting data, but not
everyone wants to give up or change what they are doing, so
we’re trying to create a formal network on the community side
because we overlap with patients. If you look at the support
systems available within our community, it’s a fragmented
system. We need to use what we have in our community in the
best way we can. To do that, we need the data to help support
it. We’re starting to be able to show the community what the
housing, transportation and isolation issues we face.
KAPRIELYAN: We all know addressing the social determinants

of health is the right thing to do. We have services called
Inspira LIFE — a Program of All-inclusive Care for the Elderly
(PACE). In this program, Inspira is the payer and the provider.
The goal is to keep this population of nursing home-eligible
patients living at home by surrounding them with a full
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complement of holistic services. We are working to apply our
successes from the PACE program to our ACO. We have some
of the lowest health scores in New Jersey, largely due to social
determinants. No surprise there. Thirty percent of our patients
are Medicaid beneficiaries. In many ways, addressing social
determinants can do far more than what any one physician or
provider can do.
DAVIS: One of our biggest challenges is behavioral health.

We have a 13-bed ED, and it is often occupied by patients
with behavioral health issues. One day recently, nine of
our 13 beds were occupied by mental health patients. That
left only four beds with 50 patients scheduled to be seen
throughout the day. It’s a pretty flawed system. We have to
hold the patients until they can get flown to Anchorage or
admitted to our hospital. Global payment would make it a
lot easier.

SCHLENKER: The behavioral health crisis is profound
across our nation. There isn’t one of our markets that’s not
experiencing it. And the issue in the EDs is real; in many
cases, we are hiring staff to sit there and protect the patient
and our staff. None of these costs are paid by anyone. In
our urban markets, we are looking at developing crisis
stabilization units right outside the hospital to free up beds
in the ED. Let’s face it, the ED is the worst place for a mental
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We don’t have to fix
everything at once.
– John Chessare, M.D.
GBMC HealthCare System

health patient. It’s bright, noisy and filled with trauma. We
hope to alleviate some of these issues by placing mental
health patients in quiet areas with loungers instead of
gurneys that are staffed by mental health workers. When you
look at moving toward population health, the behavioral
health piece is a significant hurdle.
MODERATOR: What other barriers have you experienced in
moving to risk-based contracts?
GRONEWOLD: There are a growing number of payers who

want to enter this space, but they aren’t willing to take on a
great amount of risk. They want to throw breadcrumbs at it,
while expecting a significant share of the savings. That’s still a
huge problem from our vantage point. That being said, there
are payers with staff who are focused on working with different
providers, and they seem to have a much more collaborative
and community health approach. So, kudos to them.

SCHULTZ: We recently had a large payer announce it would
only cover endoscopies performed in surgery centers. It
caught everyone off guard. The reason was the payer did
not want to pay hospital prices. We need to better align our
objectives. We are kind of in a ridiculous place in terms of the
cost of care for a lot of different things.
SCHLENKER: There are some other barriers I don’t think we’ve

touched on, particularly the primary care physician shortage.
You must have that component in your value-based care
strategy because the physicians really are the coordinators
of care. And there are lots of regulatory barriers, the Stark
[Law] and Anti-Kickback [Statute] civil monetary penalties, for
example. They are huge barriers to fully integrating care.

MODERATOR: What advice do you have for other hospital
and health system executives based on your experience
with risk-based contracts?
GRONEWOLD: The best thing we have done is sought out
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expertise. We didn’t try to take this on alone. That’s been a
huge help for us.
CAREY: It’s important to focus on directional improvements.
You need to focus on just moving the meter directionally.
SCHLENKER: It’s critical to understand there’s a difference
between risk and value-based care. Risk is financial tolerance
for what skin you can put in the game, and value is around
patient outcomes. You have to do both; however, they are
different concepts.
KAPRIELYAN: For organizations with smaller populations like
ours, consider a national ACO model as a way to stratify and
diversify risk, if you will.
CHESSARE: Try to stay focused on doing the right thing

incrementally. We don’t have to fix everything at once. Just
keep moving in the right direction and doing what’s best for
the person.

KEY FINDINGS
1

Physician engagement is essential to
success under risk-based contracts.
Physicians need to be part of the
governance process, helping to
set standards for performance and
accountability.

2

Hospitals and health systems
continue to operate in competing
environments, valued-based care and
fee-for-service, making it difficult to
fully transform care delivery.

3

Access to timely, actionable data
remains an essential component
to value-based care. It’s critical for
government and private payers to
share data to achieve health care
delivery transformation.
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