
Maryland’s Total Cost of Care Model
Policy Update and Discussion
Direction of the Maryland Model
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• Staff will review:
• Evolution of the unique Maryland Model
• Strengths and challenges of the Model
• Goals of Total Cost of Care (TCOC) Model
• Policy tools used to implement the TCOC Model

• Commissioners will discuss:
• Whether the evolution of system transformation in Maryland is directionally appropriate
• Whether the policy tools discussed by HSCRC aid in the evolution of care transformation under TCOC
• Whether there are other policy tools or strategies that should be designed to set the State up for success
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Policy Update and Discussion:  Open Discussion of Model 
Evolution
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Progression of Maryland’s All-Payer Rate Setting System
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Volume Value

Per Capita, Value-Based Reimbursement
Revenue = Base year revenue + trend ± value-based adjustments  

Hospitals are incentivized to focus on keeping people well, reducing 
avoidable admissions and readmissions

Shift from volume to value  Focus on efficient hospital episodes and no 
incentives for unnecessary utilization

Fee-For-Service Reimbursement
Revenue = Price * Quantity 

Hospitals incentivized to bring in more patient 
volume
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Maryland’s Unique Healthcare Payment System

• Maryland’s approach:
• Enables cost containment for the public 
• Incentivizes better all-payer health outcomes 

through pay-for-performance programs   
• Avoids cost shifting across payers and provides 

equitable rates to self-pay customers

• Guarantees equitable funding of 
uncompensated care 

• Creates a stable and predictable system for 
hospitals 

• Funds investments in population health
• Establishes Maryland as a leader in linking 

quality and payment
• Provides support for state healthcare 

infrastructure and subject matter expertise

Maryland Health Model

All-Payer Hospital Rate 
Setting System

CMS-MD Agreement 
Incentives
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• No longer chasing volumes on pressured prices

• Incentivized:
• Reduced readmissions
• Reduced hospital-acquired conditions
• Reduced ambulatory-sensitive conditions, or Prevention Quality Indicators (PQIs)
• Better managed internal costs
• Focus on population health and management of chronic conditions

• Results
• Improved health care quality, lower costs, better consumer experience
• Savings to Medicare
• Improved regulated margins; stable total hospital operating margins
• Stable finances during volume volatility created by pandemic

But there is more to be done under the Total Cost of Care Model

91

Move from Volume to Value Under Global Budgets Transforms 
Hospital Incentives



• Under the Total Cost of Care (TCOC) Model, the Centers for Medicare and Medicaid 
Innovation (CMMI) is testing: 
• Whether the State of Maryland (the State) and its hospitals can “transform” care delivery while also reducing the 

Medicare Parts A and B total cost of care (tcoc); and 
• Whether the State can reduce the Medicare tcoc by the amount specified in the TCOC Model Agreement without 

backsliding on any quality targets.

• CMS can create faster savings by reverting to IPPS & OPPS. Thus, the model savings 
targets are a necessary but not sufficient condition. 

• Quality components demonstrate improved population health, management of chronic 
diseases, and improved patient experience.

• The primary test of the TCOC Model is whether hospitals freed from volume-based system 
will change the way care is provided.  

• Maryland hospitals have the opportunity to demonstrate better value and outcomes through 
global budget incentives that give hospitals the ability to reinvest savings accrued through 
reduced unnecessary utilization. 
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Total Cost of Care Model Goals 



Overview of Existing Policies

Policies Purpose Care 
Transformation 

Savings 
Lever

Global Budget 
Revenue
(Volume Policies)

Incentivize hospitals to reduce avoidable hospitalizations and coordinate care 
outside of the hospital walls. Stabilizes hospital finances while constraining growth. 
Savings from reduced hospitalization are retained by the hospital to reinvest in care 
transformation strategies.

X

Quality Programs
(PAU, MHAC, RRIP)

Puts extra financial weight on improved quality and outcomes and balances the 
monetary incentives of the global budgets. Is not designed to produce Model 
savings, but rather to ensure high quality care. 

X

Care Transformation
(CTI, RPs)

Incentivizes hospitals to invest outside of the hospital walls.  Gives hospitals 
flexibility to identify appropriate population to target and the interventions for that 
population.  Savings are reinvested in hospitals that produce those savings. 

X

Efficiency Policies
(ICC)

Limits revenue growth for inefficient hospitals and is intended to ensure a better 
statewide distribution of global budget revenues. Provides a path for full-scale 
acute care hospitals to transition to community-based health delivery system (e.g. 
Revenue for Reform).

X

Update Factor / MPA-
Savings

Ensures that the growth rate of hospital costs remains sustainable for all payers.  
MPA-Savings mechanism provides financial lever to ensure Model target success. 
Primary mechanisms to produce model savings. 

X
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• Draft MPA – policy tool to fulfill contractual obligation to attribute 95% of 
Maryland Medicare beneficiaries to a hospital to manage total cost of care; 
advances per capita benchmarks and savings to Medicare

• Draft Integrated Efficiency – policy tool to correct maldistribution of GBRs; 
rewards and penalizes hospitals that manage both hospital costs as well as 
total cost of care performance

• Draft Regional Partnership Grants – policy tool to further connect hospitals 
and community-based organizations to address population health challenges 
identified by the State

• Draft MHAC – policy tool that incentivizes hospitals to reduce complications 
that lead to poor patient outcomes and increased costs
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Policy Tools Currently Under Consideration to Facilitate Total 
Cost of Care Model Success 



• Maryland has been a disrupter of care since 1977, accelerated by the move to global budgets in 
2014
• All-Payer nature creates equity in the payment system
• Hospitals share financial burden of uncompensated care, and social goods such as HIE, GME
• Implementation of global budgets has switched our focus from volume driven policies to value and outcomes-based 

policies
• TCOC Model connects hospital and non-hospital delivery systems to improve care for patients, lower unnecessary 

utilization, and lower total costs

• Are we going in the right direction? Are we still on the leading edge of innovation and better care 
delivery?

• Policies discussed by Commission do not constitute the direction of the Model, but rather facilitate 
and support the direction identified by the Commission to support TCOC Model. Do the tools 
discussed today support the TCOC Model and lead us in the right direction?  

• What are the other big challenges/solutions that the State should consider?  Are those policy 
tweaks from the HSCRC or are they broader State-level challenges?

95

Open Discussion 


