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Welcome and Overview

• Bundled Payments and Chapter 288

• DHCFP Activities around Bundled Payments

• Format for Today’s Symposium

• Introduction to Bundled Payment Methods



Bundled Payments and Chapter 288

• In August 2010, the Legislature passed and the Governor 
signed Chapter 288 – An Act to Promote Cost Containment, 
Transparency and Efficiency in the Provision of Quality Health 
Insurance for Individuals and Small Businesses. 

• In addition to enacting a number of reforms to the current 
insurance market, the Act addressed the need for innovation in 
provider payment structures.

• Section 64 of Chapter 288 directs DHCFP to undertake 
activities intended to foster the adoption of bundled payments 
by providers and payers.



Bundled Payments and Chapter 288

• To meet the requirements of Chapter 288 §64, DHCFP has 
engaged in a number of activities:

• Technical Assistance Reports

• Inter-Agency Task Force

• Analytic Support in the Development of Bundled Payment Pilot 
Programs for MassHealth

• Today’s Public Symposium



DHCFP Activities Related to Chapter 288 §64

Technical Assistance Reports
• DHCFP is in the process of publishing a series of comprehensive 

technical assistance reports on bundled payment methodologies. 

– The first in the series addresses existing bundled payment models and 
the availability of federal programs intended to promote use of bundled 
payment arrangements.  

– The second report will contain information from this symposium.

– The third in the series will cover the implementation and evaluation of 
bundled payment pilot programs in the state including those for 
MassHealth.



DHCFP Activities Related to Chapter 288 §64

Inter-Agency Task Force
• As suggested by Secretary Bigby, DHCFP has convened and meets regularly 

with an inter-governmental agency task force to assist with the strategic 
planning and implementation of bundled payment pilot programs within state 
agencies, and provide ongoing review and feedback of DHCFP’s work to 
foster the adoption of bundled payments. 

• The task force consists of representatives from the Executive Office of Health 
and Human Services (EOHHS), the Massachusetts Office of Medicaid
(“MassHealth”), the Executive Office for Administration and Finance (ANF), 
the Commonwealth Connector Authority (CCA), and the Group Insurance 
Commission (GIC).



DHCFP Activities Related to Chapter 288 §64

MassHealth Pilot Programs
• Statutory language of Section 64 of Chapter 288 states “..the Division shall 

have as an objective — but not as a requirement — the implementation of 
pilot bundled payment programs...”

• DHCFP is providing analytic support to MassHealth in their efforts to 
implement a pilot bundled payment program targeting acute and chronic 
care conditions within the MassHealth Primary Care Clinician (PCC) Plan. 

• As directed under Section 154 of Chapter 131 of the Acts of 2010, 
MassHealth is also exploring bundled payment pilots for pediatric asthma.



Today’s Symposium

• This public forum is designed to be educational in nature. The intent is to 
provide technical information to those wishing to consider bundled payment 
methodologies. Panelists will present information on the design and 
implementation of current bundled payment initiatives.

• The symposium provides members of the provider, payer, and consumer 
communities with the opportunity to share experiences with bundled 
payments, and provide public comment and/or ask questions of the presenters 
and panelists.

• Information presented at this symposium will be incorporated into Volume II 
of DHCFP’s published series of technical assistance reports.



Overview of Bundled Payment 
Methodologies



Overview of Bundled Payment Methodologies

• What are they?

• What are their common design themes?

• Structure of some existing models



What are Bundled Payments?

• A bundled payment is a method of reimbursing a provider, or group of 
providers, for the provision of multiple health care services associated with 
a defined episode of care under a single fee or payment.

• Episodes of care can be either acute or chronic and include clinically related 
services, such as hospital admission, ambulatory care, pharmacy, and other 
clinical and professional services, over a defined period of time with a clear 
beginning and ending (acute conditions) or annually (chronic conditions).

• Some common bundles include:

– Acute Procedures – total joint replacement; weight loss surgery; 
pregnancy and delivery; colonoscopy; gall bladder surgery; 
lumbar surgery.

– Chronic Conditions – asthma; diabetes; adult preventive care; 
COPD; hypertension.



Bundled Payments vs. Fee-for-Service: Concept

Traditional Fee-for-Service Potential Bundled Payment



Common Themes in Existing Bundled Payment 
Methodologies
• Methodologies cite multiple goals: Achieve better coordinated and higher quality 

care at lower total costs

• These goals are achieved by creating incentives to reduce adverse events

• Providers are explicitly or implicitly rewarded for quality

– Bonus payment for meeting certain quality thresholds

– Reducing readmissions and adverse events allow for provider to retain more money

• Bundles can be designed prospectively where provider groups receive full payment 
in advance or retrospectively where claims are paid FFS and costs for the bundled 
service are reconciled against a total cost target

• May be easier to implement in fully-integrated systems but can also work in less 
integrated systems 

• Amenable to both acute episodes of care (surgery etc.) and treatment of chronic 
conditions



Examples of Existing Methodologies

• Various groups have designed bundling methodologies to help 
determine what services should be included and reimbursed in a 
bundle for a given episode of care. A few well-known groups are:

– Health Care Incentives Improvement Institute, which developed the 
Prometheus payment model

– Minnesota, which developed state-designated “Baskets of Care” in 2010

– Geisinger Health System, which developed the ProvenCare program for CABG 
surgery

• Generally, these methodologies are informed by clinical 
guidelines and consultation with various providers to define 
services included in the bundle.



Prometheus Payment Model

• Covered episodes:
– Acute Conditions: AMI, pneumonia, stroke

– Chronic Conditions: asthma, COPD, CHF, CAD, diabetes, hypertension, GERD

– Inpatient Procedures: hip and knee replacement, bariatric surgery, CABG, colon resection

– Outpatient Procedures: colonoscopy, gall bladder surgery, knee arthroscopy, 
PCI (angioplasty), hysterectomy, (pregnancy and delivery)

• Basic approach
– Budget for episode is set prospectively, but the rewards or penalties are determined 

retrospectively (based on actual patient and results)

• Calculation
ECR = Average costs of typical care + severity adjustment + margin + PAC allowance (flat  
fee + proportional allowance)



Prometheus Payment Model

Example (Hip Replacement Surgery)
• Average cost of typical care: $15,000

• Severity adjustment for Patient A: $ 3,000

• => the severity-adjusted cost of typical care: $18,000

• Margin: $1,800 (10% of severity-adjusted cost of typical care)

• PAC allowance: 
• - Flat fee portion: $480

• - Proportional rate: 7% 

• => PAC allowance for Patient A: $480 + $18,000*7%= $1,740

• Total ECR for Patient A (severity-adjusted base rate + PAC allowance 
+ margin): $18,000 + $1,800 + $1,740 = $21,540

* The numbers are dummy numbers and do not reflect any actual information 
from hospitals, physicians, or payers.



Prometheus Payment Model

Example: Patient A underwent hip replacement surgery by 
Provider B (ECR: $21,540)
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* The numbers are dummy numbers and do not reflect any actual information 
from hospitals, physicians, or payers.



Minnesota Basket of Care Model

• Minnesota was required by statute to establish uniform 
“baskets of care.”

• The defined services for each Basket of Care were developed 
from agreed upon treatment guidelines and vetting through 
extensive stakeholder processes.

• Providers and payers must agree upon the basket and payment 
and consumers will purchase the basket as a product.

• Providers that offer a state-designated basket of care must 
submit the calculation of quality measures required by the 
Department of Health.



Minnesota Basket of Care Model

• In Minnesota’s basket of care methodology, each provider 
submits encounter data to the payer. Then the payer makes a 
single bundled payment to the coordinating provider, who 
distributes payments to the other basket providers. 

• Covered episodes:
– Asthma (children 5-18), diabetes and pre-diabetes (adults 18-64), low back 

pain (adults 18-64), obstetric care, preventive care (adults 18-64), preventive 
care (children 2 and under), and total knee replacement (adults 18-64)

• Calculation
Payment for a basket of care = a single non-negotiable rate agreed upon between payer 
and provider and purchased by consumer



Geisinger ProvenCare Model

• Geisinger is a fully integrated payer/provider group, and has a unique 
advantage in ensuring minimal practice variation among its 
providers—an important consideration for how their model functions.

• Treatment Guidelines are translated into best practice elements –
all of which require adherence. 

• Payment includes pre-procedure evaluation/workup, hospital and 
professional fees, routine post-discharge care, and management of 
related complications within a defined window.

• Providers are paid a flat fee for services that were delivered from the 
time of notification of the needed surgery through 90 days after
the event.



Geisinger ProvenCare Model

Covered episodes
• CABG (initial), hip replacement, cataract surgery, PCI, bariatric 

surgery, perinatal care, erythropoietin management, and low back
pain

Calculation
• Payment for an episode of care (Global Fee) = a single packaged rate 

based on best practice services + 50% of average readmission costs

(The global fee includes 50% share of historical readmission rate— creates 
guaranteed payer savings and potential for provider savings for reduction in 
complications)
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