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Competition & 
Compensation Based on 
Quality

The Quality Colloquium at Harvard, August 2003

GE Health Advantage

The Next Evolution In The Revolution

“A revolution is a struggle to the 
death between the future and the 

past.”  
Fidel Castro 
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What It’s All About…The Quality Imperative
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Diabetes Care

Cardiac Admits to Quality Centers

Rx Overuse

Outpatient Cardiac Care•

•

• •

Rx Misuse

Radiology Overuse

Admits to LFG Hospitals

• •

Poor quality costs GE millions every year…time to increase the Sigma 
rates.

Poor quality costs GE millions every year…time to increase the Sigma 
rates.

•

GE:  20 MM
Script Days

GE:  $7 MM
Opportunity

GE:  $60 MM
Opportunity

GE:  $6 MM
Opportunity

GE:  16 MM 
Script Days

GE:  $3 MM
Opportunity

GE:  $15 MM
Opportunity

•

CABG at “5 star” facility

Timely pay of worker’s comp

•

• Eligibility Accuracy

Web & IVR Availability- GEEC

•
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Some Diamonds In The Coal

In Erie and the Capital 
District we found a hospital 
that delivers both effective 
and efficient cardiac care

And the same was true for 
Louisville and 
Lexington…and should be 
true for most markets with 
competing hospitals. 
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LOW HIGH

HIGH

LOW

Effectiveness of Care 

Efficiency

Better Quality Can Cost Less

Provider 
Universe Today

Provider Universe 
Tomorrow

You can’t have competition without an adequate supply of high performing 
providers…and that won’t happen if we don’t realign incentives.

You can’t have competition without an adequate supply of high performing 
providers…and that won’t happen if we don’t realign incentives.

No standardization in measures
No business case for quality
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Time To Re-align Incentives

Enroll in
medical plan

Prevention
Guidelines

HEDIS Scores

Expert Medical
Opinion
Disease

Management

Health,
Productivity,

Return to Work

Bridges To
Excellence

Stay Healthy Select Doc Decide on
Treatment

Select
Specialist or

Hospital

Bridges To
Excellence
Leapfrog

NQF

Cardiac, Diabetes,
Systems of Care

Regional Centers of
Quality

Smoking Penalty, Health Spending Account , CarePoints, co-pay differences

Direct Financial Rewards (Bonus), Indirect Financial Rewards (Volume Shift)

Incentives tied to real information creates real choice and a real market…not just at the 
consumer level, but at the producer level as well.

Incentives tied to real information creates real choice and a real market…not just at the 
consumer level, but at the producer level as well.
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Leapfrog/ NQF NCQA

A Framework For Sustainable Change

Rewards:
• Public 

Dissemination
• Bonuses

Voluntary Selection
or

Steered Selection:
• Co-pay waivers
• Co-insurance

Organizational 
Improvement

CHANGESELECTION

Measured by Volume Shift Measured by Better Scores

Standard Measures:
• Process
• Outcomes

The key is to have valid measures of quality…across the care spectrum…tied to 
meaningful incentives…and disseminate to consumers.

The key is to have valid measures of quality…across the care spectrum…tied to 
meaningful incentives…and disseminate to consumers.

Focus on three Safe Practices
CPOE
ICU Supervision
Procedure Volume and/or Outcomes

Hospitals: Physicians:

Focused on physician performance
Diabetes outcomes
Cardiac outcomes
Systems of care
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Rewarding Inpatient Quality

• Direct Financial Rewards:
– Empire BCBS:  x + x%, bonus is a % of fees paid, 

decreasing over time to spur Leap adoption
– Trigon/Anthem BCBS: up to 1% bonus on fees paid based on scores of “balanced 

scorecard” that includes CPOE/IPS, JCAHO & ACC measures, and patient 
experience survey

– CMS: Getting into the game (Premier demo, AHA demo)

• Marketshare Shift:
– Hannaford Bros: $250 co-pay difference for member going to Hospital meeting 

Leapfrog measure
– Boeing: as of June 2004, members going to Hospitals not meeting Leapfrog 

measures will pay 10% co-insurance
– CA Plans: many have launched tiered network arrangements based in part on 

Leapfrog measures
– UHC: Pilot in development on consumer incentive linked to PBA

Next step is baking these measures and rewards into plan-hospital 
contracts.

Next step is baking these measures and rewards into plan-hospital 
contracts.
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Rewarding Outpatient Quality

•Redesign processes of care 
to close the Quality Chasm

•Reduce “ defects” that cost 
money (overuse) and harm 
patients (ADEs)

•Target all physicians and all 
patients

•Improve outcomes for 
patients with diabetes

•Reduce overuse and 
underuse of services

•Target PCPs and 
Endocrinologists, and 
patients with diabetes

•Improve outcomes for 
patients with CVDs

•Reduce overuse and 
underuse of services

•Target PCPs and 
Cardiologists, and patients 
with cardiac disease

Co-developed and sponsors the performance measures
Scores all applying physicians and practice sites
Recognizes or certifies performing physicians

Aggregates data across all purchasers and plans
Pays out rewards and other fees 
Manages day-to-day reporting and evaluation
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BTE Incentives

Care 
Management

Patient Education 
& Support

Clinical 
Information 

System

$50

$50
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$50

$10

$20

$50

POL

Y3

Y2

Y3

Y2

Y3

Y2

Y1

Y1

Y1

All three 
Modules

Two out 
of three 
Modules

Bonus is halved 
until practice 

meets DCL and/or 
CCL (depends on 

whether 
attribution id’s 

diabetics and/or 
cardiac patients)

Doc gets full POL 
bonus plus extra 

$75 for each 
diabetic and 

cardiac patient 
when meeting 

CCL/DCL

Any 
Module

DCL/CCLOffices meeting 
Passing Score 
in:

Linking process and outcomes gives us a much bigger bang for our buck.Linking process and outcomes gives us a much bigger bang for our buck.
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Engaging Consumers

Time for us to treat the consumer-patient as an adult.Time for us to treat the consumer-patient as an adult.
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Engaging Consumers With Information

Gives the consumer a high-level 
roll-up of the physician’s overall 
performance, appropriate levels 

of drill-down,  
and gives the consumer the 

ability to compare objective and 
subjective measures.
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Engaging Consumers With Incentives

• Incentives for good behavior
– BTE encourages chronically ill to focus on treatment compliance
– Time to introduce healthy habits plans…or at the very least non-smoker plans

• Incentives to seek out quality focused providers
– Waive co-pay for UHC Cardiac Care Centers in L’ville and Lexington

– A recent internal survey indicated that 20% of patients would shift hospitals (provided they 
were of same quality) for $100 difference in cost

– Another 25% would shift with an incentive of about $500
– Reduced co-pay for NCQA-recognized docs
– Waive co-pays for NQF/Leapfrog-recognized hospitals

• Continuous cost-sensitivity
– New plans need tight co-insurance corridor (5%) to ensure continuous cost-

sensitivity

Re-aligning incentives between purchasers and patients is as critical as 
re-aligning incentives between purchasers and providers.

Re-aligning incentives between purchasers and patients is as critical as 
re-aligning incentives between purchasers and providers.
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The Evolutionary Process Of The Revolution

Phased approach from transparency to a new market…and we need 
to define a valid framework for the new contracts.

Phased approach from transparency to a new market…and we need 
to define a valid framework for the new contracts.

Measure Reward Contract

?
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Hospital
C

Hospital
D

Hospital
B

Virtual 
Patient-centered 
Provider 
Organizations 
(VPO)

Plans contract with providers…compete based on their efficiency 
quotient (ability to negotiate price with VPOs), share member data 

(predictive modeling) and peer comparisons

Pulling It All Together

Plan A Plan B Plan C

Standard Measures of Care Effectiveness (NCQA, NQF)

Standard Method of Defining Longitudinal Units of Care (CAQH, AMA)

Plans define premiums, create tools to engage 
consumers and promote transparency in cost/quality, 
create incentives for consumers to modify health risks

Providers
report 
member 
adherence 
to treatment 
with plans

Patients
pay a co-
insurance 
at point-of-
care, select 
VPO based 
on overall 
value

Standard Method of Risk-Adjusting Claims


