
Geisinger Success Story 
 

In 2006-2007, the Geisinger Health System tested its 

"ProvenCare" model for coronary artery bypass surgery. 

The model included best practices, patient engagement, 

and "preoperative, inpatient and postoperative care 

(within 90 days) ... packaged into a fixed price." The 

program received national attention, and an evaluation 

published in late 2007 showed that 117 patients who 

received "ProvenCare" had a significantly shorter total 

length of stay (resulting in 5 percent lower hospital 

charges), a greater likelihood of being discharged to 

home, and a lower readmission rate compared with 137 

patients who received conventional care in 2005.  
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Shared Savings and Other Alternative Payment Methods 
 

You’ve heard the terms “shared savings,” “accountable care organization,” “patient-centered medical 

home,” and “bundled payments” as new ways providers will work and/or get paid as we get deeper into 

health care reform. Articles and lengthy explanations have been written about all of these – and an earlier 

issue of ConnectedCare went into detailed about accountable care organizations. This issue will provide an 

overview. You can find much more detail in a number of publications and online.  

 

Shared Savings and Accountable Care Organizations 

The Centers for Medicare & Medicaid Services (CMS) Shared-Savings Program is geared toward setting up 

accountable care organizations (ACOs) that receive a share of the savings they achieve if they improve 

quality and reduce the cost of delivering care to a defined Medicare population. Rapidly escalating health 

care costs and Medicare spending led to health care reform. Three years ago, before reform went into 

effect, the annual cost to Medicare (and to taxpayers) due to readmissions was more than $15 billion, and 

25 percent of Medicare patients were readmitted within 30 days. Possibly due to the Medicare payment 

change that cut payments to hospitals with high readmission rates for certain illnesses, readmissions have 

dropped to about 18.4 percent, according to a recent CMS report. In a shared-savings plan, which still is 

largely based on fee-for-service payment, providers work to lower costs by keeping patients healthy and 

out of expensive emergency rooms and hospitals. Not only the government is interested in preventive 

care; insurance companies increasingly are demanding better disease management and patient outcomes 

– the basis of shared savings and ACOs. 

 

Patient-Centered Medical Homes  

Patient-centered medical homes are primary 

care practices that focus on preventive care 

(such as managing chronic diseases), patient 

education (about nutrition and exercise, for 

example) and care coordination. Health care 

reform focuses on primary care. In some 

cases, medical homes receive shared savings 

or bonus payments if they meet certain 

quality or cost benchmarks. According to the 

Center for American Progress report, 

Alternatives to Fee-for-Service Payments in 

Health Care, “Data show that focusing on 

primary care results in better outcomes at 

lower costs, and primary care physicians play 

a critical role in coordinating high-quality 

care. Areas with more primary care 

physicians have lower rates of 

hospitalizations and Medicare spending and higher quality.” Patient-centered medical homes still are fee-

for-service payment arrangements but with more focus on quality and cost efficiency. 

 

(Continued on page 2) 
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Bundled Payments 

Bundled payments – also known as episode-based payments or episode-of-care payments – are an 

alternative to fee-for-service payments. Instead of payment for each service provided to a patient, a 

single all-inclusive (often including post-acute care) payment is made. Reimbursement for services is 

provided on the basis of expected costs for a clinically defined episode of care. The goal of bundled 

payments, besides lowering costs, is to better integrate care across hospitals, physicians and post-acute 

services. (Sources for these definitions: NationalJournal.com, The Conference Board, Centers for American 
Progress 

Integrated Care Partners will help us move toward value-based payments, which is what insurance payers 

are increasingly demanding. We will negotiate with payers so our providers stay ahead of the changes. 

Please send me your questions and comments at Integratedcarepartners@hhchealth.org.  

 

Sincerely, 

Dr. James Cardon 

CEO, Integrated Care Partners & HHC Chief Clinical Integration Officer 
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How a Shared-Savings Structure Works and Its Benefits 
 

Arrangements provide incentives for greater collaboration and care coordination with the goal 

of minimizing unnecessary costs. 

 

Opportunity for additional financial reward for a provider group while promoting quality, 

efficiency and cost effectiveness without risk for the provider. 

 

If cost of care is reduced compared to payer’s prior experience and quality measures are met, 

providers share in the savings. 

 

A budget target is developed based on a blend of the prior year’s total medical expense. 

 

A shared-savings arrangement is paid on fee-for-service basis and reconciled to budget target. 

 

An infrastructure payment is included to the provider group to offset investments in care 

coordination and population-management initiatives that produce higher quality and savings. 

 

Actual expense for the measurement period is compared to budget, and the difference is the 

savings realized. 

 

The savings realized is shared between provider group and payer. 

 

Provider group distributes savings to its members. 
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