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Opening Perspectives 

 Maryland’s unique all-payor system offers important strengths:  e.g., 
Overall coordination of hospitals toward a common set of goals. 

 Maryland recently implemented a new 5 year waiver including an 
aggressive cap. 

 Effective hospital/physician collaboration is essential to success under the 
cap. 

 Gainsharing is the direct payment by hospitals to physicians, based on 
performance.  (Unlike “Shared Savings”, it is based on hospital costs, not 
Medicare payments.) AMS has designed developed and implemented large 
scale, comprehensive gainsharing programs (all DRGs, all costs).  The 
AMS PBIS® has received 3 approvals from Medicare, including BPCI 
Model 1. 
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Opening Perspectives (Continued) 

 By directly linking physician incentives to efficiency and quality, the AMS 
PBIS® can provide the first major step in transforming provider culture. 

 Based on experience, the critical date is 6 - 9 months following 
implementation of the program – the date on which the first incentive 
checks are issued.  The impact of “performance” builds and expands from 
that point forward. 

 The AMS PBIS® is inpatient only. But its architecture can be modified to 
recognize the inpatient impact of population based reimbursement, and to 
interface with other methodologies designed to address the non-acute 
environment. 
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Opening Perspectives 

Incentives are based on individual performance.  Physicians are not required to 
join a group to participate; not paid per capita.  Methodology provides a direct 
linkage to measurable results. 

 AMS PBIS® can be customized to address the unique needs of each 
institution: 

– Methodology incorporates adjustments to emphasize Improvement 
and/or Performance. 

– Internal steering committee conditions incentive payments based on 
specific quality and care redesign initiatives. 

– Methodology can be extended to consultants and ancillary physicians 
at the decision of the institution. 

– “Circuitbreakers” create a direct link between physician success and 
institutional success.  
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Presentation Objectives  

 Background on AMS PBIS® Gainsharing Program 

 Preliminary Results  

 Methodology 

 Implementation 

 Sample Reports 
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AMS:  Gainsharing Pedigree 

 Principals were the architects of the New Jersey Prospective 
Reimbursement System for Acute Care Hospitals Based on Patient 
Case-Mix (i.e. All Payor DRG payment system). 

 Developed AMS PBIS® for use in commercial and /or Medicare 
gainsharing programs. 

 AMS PBIS® is the only broad based, comprehensive gainsharing 
methodology currently approved by CMS.  

 CMMI Bundled Payments for Care Improvement Initiative(BPCI) - 
Model 1 is expansion of  earlier Medicare Gainsharing Demonstrations. 

 The AMS Performance Based Incentive System® (AMS PBIS®) has 
received 4 patents. 
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AMS Gainsharing Projects 

Organization Type Start Date End Date 

NJ Physician - Hospital Collaboration Medicare 
Demonstration  Medicare July 2009 March 

2013 

NJHA - Medicare Model 1  Medicare April 2013 Ongoing 

New Jersey Health Care Quality Institute/NJ Medicaid 
ACO Pilot Program  Medicaid  2013 Ongoing 

Horizon Blue Cross/Blue Shield (NJ) Commercial 2012 Ongoing 

Continuum Health Partners Commercial Gainsharing 
Program  Commercial 2006 Ongoing 

Beth Israel Medical Center Medicare Gainsharing 
Demonstration  Medicare October 

2008 
September 
2011 

Greater NY Hospital Association Commercial 
Gainsharing Program Commercial 2011 Ongoing 
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AMS CMS/CMMI Initiatives 

 Model 1 

– NJHA - expansion includes 23 hospitals (25 sites)  

– GNYHA - approved, but hospitals opted to delay pending results 
on commercial program 

– Open Period - 4 NJ hospitals approved, but delayed 
implementation 

 Models 2 and 4  

– Discussions ongoing with several hospitals to include AMS PBIS® 
as the inpatient gainsharing methoodology 



A Stepping Stone 

ACO 
– New structure created to carry out 

a broad array of regulatory 
objectives 

– To succeed, it requires an internal 
system of economic incentives to 
encourage providers to deliver care 
efficiently 

– A program implemented to enable 
providers to directly respond to  a 
specific industry goal –  align 
hospital/physician incentives 

– Can be used inside most structures      
as the inpatient component of a 
performance-based incentive system  

Gainsharing 
 

9 applied  medical  software 

 

Presenter
Presentation Notes
Gainsharing  can stand alone as an alternative to a fully involved risk bearing ACO or as a stepping stone towards implementing an ACO .Gainsharing can be combined with other models and with ACOs.  It  provides the system for measuring and rewarding inpatient performance.
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Why Implement Gainsharing? 

 How can the hospital get the attention and 
active engagement needed from all 
physicians to make a difference? 

 Do physicians understand how they are 
performing against the hospital’s goals and 
specifically where/how they can contribute 
to achievement of the goals? Is the hospital 
delivering meaningful data to physicians? 

 Is the hospital providing any incentive to 
physicians to make the effort to get 
involved with hospital efforts? 

Presenter
Presentation Notes
Many efforts aimed at efficiency/quality improvements underway at hospitals, but because of disparate payment systems (physicians – “fee-fee-service,” hospitals - “case rate” basis) physician and hospital goals are not necessarily aligned. Begs the fundamental questions…How can the hospital get the attention and active engagement needed from all physicians to make a difference?Do physicians understand how they are performing against the hospital’s goals and specifically where/how they can contribute to achievement of the goals? Is the hospital delivering meaningful data to physicians?Is the hospital providing any incentive to physicians to make the effort to get involved with hospital efforts?
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Why Implement Gainsharing? (Continued) 

 Short  Term: Program developed to help 
hospitals manage current and future 
reimbursement cuts. 

 Long  Term: Provides an opportunity to 
engage physicians to align with hospital 
goals to improve quality and decrease 
costs through earned incentive payments.  
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Why Implement Gainsharing? (Continued) 

 Shorter inpatient stays, when appropriate 
 Fewer marginal but costly diagnostic tests 
 Reduction in pharmacy expense (generics, 

formulary, etc.) 
 Efficient use of operating rooms and 

reduction in turnaround time 
 Cost effective use of critical care and 

telemetry units 
 Evidence-based selection and purchase of 

medical devices and hardware 
 Avoiding duplicative services 
 Reducing administrative overhead 
 Improving discharge planning 
 Reduce readmissions 
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System Journey from Volume to Value 

Source:  Coyle, C.  The Hospital Trustee’s Role in Population Health.   
 MHEI Annual Conference, October 14, 2013. 



Benefits to CMS and HSCRC/MHA:  
Gainsharing Starts with Hospital Care 

Maryland Goals Gainsharing Implications  

Maryland would lead the nation in implementing a 
gainsharing program in conjunction with its GPR. 

Gainsharing is an ACO/HEZ starting point. 

Gainsharing is a workable alternative for hospitals unable to develop full-
fledged ACOs because of regional culture, capital requirements, etc. 

Change 
the way 
we pay 
for and 
provide 
health 
care. 

Involves Maryland physicians in the need 
to slow growth in inpatient spending. 

Physicians are incented on value. Allocates incentive payments to 
physicians on the basis of performance . 

Establishes internal collaborative framework for addressing adversarial 
relationship between physicians and hospitals. 

Does not impact Maryland’s unique way 
of setting hospital prices.  

Holds the potential to generate significant near-term savings for 
providers, thereby building momentum for reform. 

No cost to Medicare/other payors. Incentives paid by providers. 

Spending cap:  3.58% 
Medicare Savings Target:  $330 m over 5 
years 
Per capita spend can not exceed 1 
percentage point of national average 

Cost reductions are required to “bend the curve”. 

Make the 
current 
system 
safer. 

Bring Maryland readmission rates to 
national average in 5 years. 

Emphasizes Quality: Links quality metrics to incentive payment, 
including institution-specific objectives. 
Severity of Illness: Utilizes severity adjusted, physician-specific data to 
identify savings opportunities, determine incentive payments. 
Comprehensive:  Includes all DRGs (except psych, deliveries and 
newborns); encompasses clinical and non-clinical savings opportunities. 

Reduce infections and other hospital 
acquired conditions by 30% in 5 years. 
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Presenter
Presentation Notes
Annual spending cap is 3.58%Medicare savings target is $330 million over 5 yearsGrowth in Maryland per capita spend can not exceed 1 percentage point of the national averageGPT – General Population Reimbursement7% reduction in preventable complications each year.



 

 

AMS PBIS® 

Preliminary Results 
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 Initial savings offset initial physician payments 

 Physicians have received payments and see what their potential 
earnings could be 

 Additional physician participation after initial payments 

 Hospital Steering Committee is critical to help focus on opportunities 
for improvement/identification of processes that need to be put in place 

 Increased physician engagement   

 Communication with physicians is key - one-on-one, departmental 
meetings 

 Quality scores improve on targeted initiatives  

 

Initial Results - What We are Learning 
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NJ Medicare Demo - 12 hospitals 
5 Payment Period Results (30 months) 

1,300 physicians - 125,569 Medicare admissions 
 $89,454,394 cumulative savings, $767 per admission or 7.99% 

– Payment Period 1 = 3.25% 
– Payment Period 2 = 5.82% 
– Payment Period 3 = 7.77% 
– Payment Period 4 = 12.04% 
– Payment Period 5 = 11.55% 

 All hospitals had savings in the 4th payment period while in the 5th period all 
but 1 had savings 

 Cumulative Savings Summary: 
– 7 hospitals over 10% 
– 4 hospitals between 3 - 10% 
– 1 hospital under 3% 

 

 

NOTE: Savings analysis is a comparison of actual cost to base year cost adjusted for inflation, case-mix and 
SOI (i.e. expected cost).  The statements contained in this document are solely those of NJHA/AMS and 
do not necessarily reflect the views or policies of CMS. 

Presenter
Presentation Notes
All hospitals had savings in the 4th payment period while in the 5th period all but 1 had savings
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 Physician Participation 

– Over 50% of commercial admissions covered by the participating 
physicians 

 Cost Reduction (Savings to Hospitals) 
 Cost Reduction/Admission Cost Reduction as a % of Cost 

Payment Period 1 $419 4.59%  

Payment Period 2 $387 4.18% 

GNYHA Summary Results - Phase 1 (4 hospitals)  
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Sample Practice Changes that Contributed to  
Improve Efficiency and Quality of Care 

 Increased detail/accuracy and timeliness of documentation  

 Earlier consultation with Discharge Planner  

 Round/writing discharge order prior to noon and increase discharges on 
weekends 

 Increase understanding/interest in implant costs and implementation of 
demand matching 

 Decrease time between request for consultation and occurrence of 
consultation  

 Earlier transition from ICU to standard acute floor 



 

 

AMS PBIS® 

The Methodology 
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Securing Physician “Buy-In” 

The Program 

 Strictly voluntary 
 No change in form or process of payment 
 Incentive only/no risk or penalties 
 Provides protection against loss of income 
 Encompasses both clinical and non-clinical opportunities 
 Evaluation based on overall performance 
 Provides detailed data on individual physician utilization and quality 

metrics, adjusted for severity of illness 
 Provides ongoing feedback to physicians 
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Securing Physician “Buy-In” (Continued) 

 Emphasizes Quality: Links quality metrics to incentive payment, 
including institution-specific objectives. 

 Severity of Illness: Utilizes severity adjusted, physician-specific data to 
identify savings opportunities, determine incentive payments. 

 Comprehensive:  Includes all IPPS payments/all DRGs (except psych, 
deliveries and newborns); encompasses clinical and non-clinical savings 
opportunities. 
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Securing Physician “Buy-In” (Continued) 

 Measurement: To promote physician acceptance, performance is evaluated 
based on regionally derived Best Practice Norms 

– 25th percentile of lowest patient costs in region 

– Severity adjusted DRGs (APR DRGs) used for costing 

– Responsible Physician/Physician of Record is eligible for incentive 

• Medical cases = discharging (attending) physician 

• Surgical cases = surgeon of record 

• Methodology to add specialists, consultants and ancillary 
physicians are being developed and may be included at the 
discretion of the hospital 
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Economic Framework 

 The Program allows hospitals to incent physicians financially for improved 
quality of care and improved efficiency  

 Creates a collaborative environment where both hospital and physician 
incentives are aligned 

 Rewards achieved level of physician performance  

– Improvement - performance compared to own performance over time - 
prior year to current year  

– Performance - performance compared to peers - Best Practice Norm 

 Provides loss of income protection 
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Major Design Decisions 

 To minimize operational burden  

– All necessary information extracted from routinely collected data (UB 04)  

– Start with inpatient stay 

– RCC cost-finding-industry standard 

– Select Responsible Physician (trade offs) / other physicians 

– No change in the current process or form of payment 

– Uniform, auditable, replicable and easily implemented 
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Patient Protection/Methodological 

 Adjustment for Severity of Illness insures correct amount of resources 
(eliminates incentives for “cherry picking”, “quicker-sicker”, “stinting” and 
“steering”)  

 Uniform methodology helps prevent “phantom savings” 

 Limit on incentive payments to discourage new and untried practices  

 Volume requirements help insure that program will be used to improve 
quality and operational performance; not to encourage changes in physician 
referral patterns 

 Requires patient notice  
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Standard Measures 

• Measures calculated by AMS from 
submitted discharge data 

• Mortality 
• Admissions where a patient 

expired are identified using 
UB-04 billing data 

• Hospital Readmissions 
• Any admission to the same 

hospital occurring within 7 or 
30 days after discharge 

• Hospital Inpatient Quality 
Reporting ( Hospital Compare) 

Additional Measures 

• Assist hospitals with identification of 
additional hospital-specific quality 
measures  

• Hospitals collect data and maintain 
documentation 

Quality Measures 
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Efficiency 

• Delinquent medical 
records 

• Timely operative 
report dictation 

• Calling consultants in 
a timely manner 

• First case start times 
in OR 

• Denial rate 
(admission, concurrent 
days or end of stay) 

Outcomes 

• SCIP Measures 
• VTE Measures 
• Medication errors 
• Returns to the OR 
• Adverse events 
 

• HCAHPS - Physician 
Domain 

• Validated patient 
complaints 

Patient 
Experience 

Other 

• Attendance at Grand 
Rounds 

• Compliance with 
hospital policies 

• Etc… 

Additional Measures for Hospital Consideration 

Presenter
Presentation Notes
This is where the mandated reduction in readmissions and reduction in preventable complications goals come in.  Gainsharing provides a venue to incent physicians to meet those goals.



 

 
Institutional Safeguards 
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Facilitator 

 Organizing the participants, administering the program (including 
application of the gainsharing methodology), and liaison with CMS: 

– Periodic data processing and an extensive reporting requirement to 
CMS and its various contractors   

– Direct engagement with the providers to insure effective 
implementation and enable participating hospitals and their 
physicians to capitalize on the opportunity 
 

– Insure adherence to waiver  
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Steering Committee 

 Each participating hospital will form an internal steering committee to 
provide program governance.  The committee will be composed of at least 
half physicians. 

 Incentive payments may be conditioned on quality measures and 
performance measures implemented prospectively by the hospital’s steering 
committee. 

 The committee administers the program. Insures the fair administration of 
program requirements. 
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Steering Committee: Objectives 

 Determines balance between Performance and Improvement 

 Prioritizes institutional initiatives 

 Sets conditions for incentive payment regarding quality and performance 
issues specific to the institution 

 Determines whether or not, and how, to include consultants, ancillary and 
other physicians in the program 

 Sets year 2 threshold regarding institutional savings and physician 
incentive payments 
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  Incentive Payments May Be Conditioned  
 

– Quality measures and performance measures are                             
implemented prospectively by steering committee 
 

– Savings 
• Year 2 - Institution must achieve overall savings 

Program Integrity 



 

 

Integrating AMS PBIS®  
into a Global Model 
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Integrating AMS PBIS® into a Global Model 

 Potentially Avoidable Admissions 

– Specific APR DRGs, severity levels and outpatient clinical categories 

– Identify broad clinical categories that should not be treated in a hospital 
setting 

– Payment to specific physicians could be conditioned based on admission 
rates related to specific APR DRG and/or severity levels 

– Incentives/penalties could be linked to the departments or specialties that 
play a role in the clinical categories identified by the Commission 

– Length of Stay (LOS) specific objectives can be established utilizing 
payer specific data (i.e. Medicare) or total LOS to align with the Waiver 
tests  
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Integrating AMS PBIS® into a Global Model (Cont’d) 
 Attribution 

– Which available attribution strategy, or combination of strategies, will draw us 
closest to the goal of matching incentives with behavior?  In addition to properly 
defining “effective responsibility”, opportunities must be prioritized. 
Considerations include data availability, data integrity and cost/benefit. 

 Internal Consistency 

– Population based reimbursement takes the Commission into new areas which, for 
historic reasons, may include existing incentives that could compromise the 
system’s overall objectives.    

– Adding many new “moving parts” to the methodology creates opportunities for 
inconsistency:  For example, direct and indirect policies and controls governing 
volume that relate to acute institutions, physicians, non-acute institutions and 
other non-institutional providers can work at cross-purposes with the overall goals 
of population based revenue. 
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Timing, Implementation and the New Waiver 

 One of the benefits of implementing AMS PBIS® is that it can get the providers off 
to a quick start under the new waiver.   

 Aligning incentives begins to turn from theory to reality when the first physician 
incentives are paid.   

 Experience indicates that this can be accomplished within 1 year:   
– 3 months to receive, clean and process base year data;  
– 6 months of actual physician experience under the gainsharing program, and;  
– 3 months to process the results.  (Successive cycles are 6 months.) 

These estimates do not include time for the Commission subcommittees, 
Commission approval, Medicare approval, hospital and physician recruitment.  
Some of these tasks can be done concurrently.   

 However, it is important to understand that because the waiver has already 
started, significant operational time may pass before effective alignment 
occurs. 



 

 
Implementation 
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Hospital First Step: Infrastructure 

 Implementation team 

 Program Coordinator 

 Steering Committee 

– Part of hospital quality improvement program - 50% physician 
representation, administration, finance 

– Provides program oversight and a forum for sharing ideas, quality 
monitoring 

– Educate Steering Committee along with medical executive committee, 
medical staff 

 Engage physician participation and enrollment in the program 

 Identify key physician leader/liaison to ensure on-going physician 
support/engagement  
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AMS Approach   

I. Application to CMS 

 Review of CMS requirements 

 Assist in preparation and submission 

II.   Identify Savings Opportunities/Cost Reductions 

 Run most recent cost data and generate AMS PBIS® 
reports 

 Simulate incentive payments based on standard method 

 Review simulation results 
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AMS Approach  (Continued) 

III.   Pre-Implementation Training and Education 

 Develop education materials including Physician Handbook 

 Establish and educate work groups 

 Engage providers 

IV. Implementation 

 Standard data set submitted to AMS 

 Calculate individual physician incentive payments 

 Incentives determined periodically 
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Operational Support 

 Support for Program Coordinators 

– Training on implementation 

– Development of resources 

• Physician Handbook and 
Operations Manual 

– Ongoing support 

 Assistance with implementation 

– Attendance at hospital steering 
committee and other physician 
meetings to champion the 
program 

 



 

 

AMS PBIS® 

Sample Reports 
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Physician Incentive Reports 
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Identifying Savings Opportunities 
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Other Reports 

 Savings Reports 

– Trends base year or prior year costs and compares to actual cost by 
hospital, physician and/or service line 

 Monitor Changes in Key Areas 

– LOS 

– Case-Mix/SOI 

– Re-Admissions 

– Mortality 
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Contacts 
 

Jo Surpin 
President 

Applied Medical Software 
856.858.3822 ext 205 

jsurpin@appliedmedicalsoftware.com 
 

Michael Kalison 
Chairman 

Applied Medical Software 
856.858.3822 ext 250 

mkalison@appliedmedicalsoftware.com  
 

Anthony Stanowski 
Vice President 

Applied Medical Software 
856.858.3822 ext 212 

astanowski@appliedmedicalsoftware.com 
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