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Health care leaders continue to face the pressures of 
predicting, measuring and communicating accurate 
bene�ts and threats associated with the shift to 
value-based agreements. Executives’ ability to ensure 
success under these agreements requires a predictive 
outlook that heavily depends on the merging of 
clinical and �nancial data, which can be a new and 
unfamiliar territory for some organizations. Leaders 
must have an understanding of their strengths and 
vulnerabilities before they take on risk. 

Modern Healthcare Custom Media discussed 
provider and payer sentiment around the shift to 
value-based arrangements with executives from 
Optum Advisory Services, who offered best practices 
for leaders actively considering value-based deals. 
Their responses provide insight for health care 
leaders looking to manage risk and make the right 
decisions when considering a potential agreement. 

Jeremiah Reuter’s primary career focus has been in the 
area of U.S. health care consulting for providers. Jeremiah 
assists provider organizations in identifying and managing risk 
and is also currently consulting with health care providers as 
they continue to expand their risk portfolios.

Greg Warren has worked as a health care actuary for 
nearly 25 years, providing strategic and �nancial risk 
guidance to payers, providers and employers in the public 
and private health care markets. 

Many providers seem more willing to take on upside 
risk rather than downside risk. From an actuarial 
point of view, why might this be? What industry 
trends or regulations may be impacting this?

JR: Provider organizations typically shy away from 
downside risk. If providers don’t have certainty of savings 
and hit downside periods, they simply exit these contracts. 
You’re going to see this behavior play out in both Medicare 
and commercial contracts because most providers are not 
mature risk-bearing entities. Many providers don’t have 
the same risk management and actuarial capabilities that 
payers have. Payers are better equipped to understand and 
measure risk while understanding how the risk will impact 
their entire organization. 

GW: I think the �rst step to understanding risk is looking at 
the data. Then, we can shift to looking at how to monitor, 
manage and ultimately exploit it for upside. Those that 
want more upside in the value-based contracts are not 
necessarily understanding how much downside risk they 
need to take, if they were to look at the economics through 
the payer’s lens. There’s a balancing of the levers — the 
rates you take, the access you receive and market share 
— combined with the degree in magnitude of downside 
risk. Then upside can be achieved with a balancing of 
all those levers, as well as the de�nition of risk that’s 
being taken up or down, and what narrow de�nitions or 
performance calculations have to be met to achieve it.



How can analytics inform providers and help them 
feel more comfortable in taking on risk?

JR: Providers do not have full access to claims data, which 
means right out of the gate they will struggle to understand 
the population they are being asked to take risk for. It starts 
with understanding the risk contracts, their terms, and the 
�nancial model of the contract. Some contracts contain 
risks that you can manage but they can also contain risks 
that you do not have control over. However, the providers 
are not at a complete disadvantage here. They have EHR 
data that can be used to identify medical conditions in 
their populations, as well as used in a predictive manner to 
identify care management opportunities in their populations. 
That additional information that payers don’t necessarily 
have access to can help them make the right decision for 
their population.

GW: You need to have the talent to understand the data 
that you have. This talent needs to know what to look 
for and how to turn this data into the right actions, and 
that often involves an actuarial approach. Talent makes 
a difference in helping us feel more comfortable making 
data-driven decisions. It keeps coming back to the talent to 
build the data, aggregate it, understand it, use it and then 
create actions around it to drive the performance you need 
to succeed. 

The complexity of patient conditions continues to 
increase, complicating risk for providers and payers. 
How should organizations solve for this in the 
development of risk-based agreements? 

JR: At the end of the day, we are trying to understand 
what these risk contracts are attempting to achieve, which 
is most often improved outcomes at a more ef�cient cost. 
With that in mind, there is a lot of opportunity to achieve 
the Quadruple Aim by focusing on complex and chronic 
conditions. By aligning incentives to improve care for these 
conditions, we focus our energy on some of the biggest 

opportunities to reduce variation in care and 
create a better patient experience.

GW: There is a big difference between chronic 
and complex conditions, and I think it is critical 
on both sides that value-based agreements 
can continue to be a part of the solution as 
they mature. With gene and cell therapies, 
along with other complex conditions that may 
be rarer in terms of numbers of patients, you 
have more actuarial volatility around what 
to expect in a given population, whether 
it’s a payer population, or providers’ at-risk 
population. Either at-risk, or ACOs for value-

based contracts, or even through capitated agreements, 
that risk is far more volatile when the number of patients 
or treatments is less, but the cost per treatment, or 
patient, is higher. When a value-based contract is properly 
constructed and fairly negotiated, we ensure value under 
a pay-for-performance agreement. Patients can get their 
money back if the treatment, therapy, or care doesn’t work 
as expected, and that is where providers must take on a 
higher risk on the downside. How do we make sure the 
patients are cared for and have access to what they need, 
while also providing affordable care in our society and 
system? We need to be able to operationalize solutions that 
are good for the patients and for the parties involved.

The industry continues to have one foot in fee-
for-service and another in value-based care. What 
changes need to take place for providers and payers 
to truly realize the full potential bene�ts of value-
based care?

JR: The incentives have to be aligned. Payers and 
providers each have different incentives for their 
businesses, but if we can align those incentives and have 
everyone working toward the Quadruple Aim, there could 
be great progress toward the full potential of value-based 
care. Other incentives currently exist for providers, such as 
access to data and a simpli�ed quality reporting process. 
Aligning incentives and making them meaningful to both 
payers and providers success will entice payers and 
providers to work more closely together.

GW: Value-based contracts are not going to be the 
right strategy for each provider with every payer, or for 
each payer with every provider. It can go beyond even 
just a value-based contract into deeper alignment and 
collaboration such as a joint venture or co-creating new 
solutions that lead down that path. Incentive alignment is 
critical for getting the contracts completed, but takes more 
alignment in partnership strategy, culture and approach to 
go even further down that collaborative continuum. 

“Payers and providers each have 
different incentives for their businesses, 
but if we can align those incentives 
and have everyone working toward the 
Quadruple Aim, there could be great 
progress toward the full potential of 
value-based care.”

Jeremiah Reuter

Aligning Incentives
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How should providers leverage data analytics to stem 
urgent care clinic or non-af�liated care site losses 
and the risk that comes with them?

JR: It always starts with the data and having the 
information to begin to understand what is occurring 
within your market. For example, what are the care and 
referral patterns in your system and in your market? 
Understanding these patterns should be coupled with 
an analysis of physician and episodic performance. That 
allows you to ask, when care is being directed to a speci�c 
site, practice, or facility, what are the outcomes of that care 
being managed in that setting? Is it the right setting? As a 
provider, you can coordinate care that is happening within 
your system, and with the right technology, you can monitor 
and manage referral activity in real time. This should lead 
to more ef�cient delivery of care and higher quality care, 
however performance analyses are important to prove this 
hypothesis. Another way to identify why patients may be 
leaving the system would be to ask yourself if this care is 
being managed more ef�ciently outside of your system and 
capabilities. Considering the Quadruple Aim, ask yourself if 
the outcomes, quality and costs are better. Ultimately, you 
want to understand where your populations are being cared 
for so you can act on external factors and provide better 
care management for the population. 

Can an improved billing process lead to more 
sophisticated risk-based agreements between 
insurers and providers?

JR: First and foremost, we need to view this in the context 
of value-based care and consider the patient experience 
when it comes to billing. The amount of money spent on 
denials and the claims process between the payers and 
the providers is a very signi�cant portion of premium costs 
that get passed down to patients. Anything we can do to 
become more ef�cient with the billing process will help with 
the total cost of care and ultimately improve the patient 
experience. Value-based care is already embedded in our 

billing processes today: coding standards exist 
and denials happen to ensure that the right care 
is happening in the right setting. When payers 
build a network of providers, it should be high-
performing and high-quality, and the billing 
process exists to ensure patients are going to the 
highest-quality providers. The billing process was 
a precursor to value-based care.

GW: As payers help providers learn more 
about how to submit billing in ways that help 
the payers from a coding and risk adjustment 
standpoint, they’ll be able to make sure coding 
is based on policies that make the process more 

complete and thorough. This enables more synergies and 
smoother processes between parties, as well as fewer 
payment integrity audits and fewer disputes about billing 
and collection. That ultimately leads to a more convenient 
and comfortable procedure on both sides. If co-education is 
occurring between payers and providers about how each of 
these parties operates in relation to the entire billing process, 
then a lot of the inef�ciency in our health care system 
today can be dramatically reduced. Going even further 
into real-time connectivity that essentially ‘pre-checks’ 
the claim submission for common errors, omissions or 
policy violations can eliminate those inef�ciencies even 
further. I think a lot of it can be solved with greater upfront 
collaboration, incentive creation and understanding.

To learn more, read Optum’s whitepaper, 
“Data and the Shift to Risk” at www.optum.com/s2r

“Talent makes a difference in helping 
us feel more comfortable making 
data-driven decisions. It keeps coming 
back to the talent to build the data, 
aggregate it, understand it, use it and 
then create actions around it to drive 
the performance you need to succeed.”

Greg Warren

Making Data-Driven Decisions
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PRODUCED BY:

Optum is a leading information and technology-
enabled health services business dedicated to helping 
make the health system work better for everyone. We 
deliver integrated solutions infused with OptumIQ

TM

, 
our unique combination of data, analytics and health 
care expertise, to help modernize the health system 
and improve overall population health. 

Explore more at www.optum.com/partnersinvalue

https://www.optum.com/campaign/ae-sf/investment-shift-risk-request.html?o=OPTUM:DS:AE_20.0_2019:ModernHealthcare:AE:Partnerships:19101RAN32:n_a:n_a:n_a:n_a:n_a
https://www.optum.com/resources/executive-insights/partners-in-value.html?o=OPTUM:DS:AE_20.0_2019:ModernHealthcare:AE:Partnerships:19101RAN33:n_a:n_a:n_a:n_a:n_a
https://www.optum.com/iq
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