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Value-based purchasing creates 
opportunities for effective partnerships 
By Bruce Chernof

Make no mistake; the healthcare landscape is undergoing a profound transformation, one 
that will directly impact the future of community-based aging services. For more 
than 50 years, little has occurred that radically changed the sleepy silos of tradition-

al healthcare delivery and aging services. There have been incremental steps toward change, 
such as the Special Needs Plans in Medicare or efforts to rebalance Medicaid services through 
Money Follows the Person. Are these important steps toward more centered care? Yes. Are 
they radically transformative? No.

If you are 80, and live alone with serious chronic medical problems and some functional limita-
tions like osteoarthritis and vision loss that limits driving, good luck trying to piece together a 
solid care plan and a reliable set of supports. Sadly, you are pretty much on your own. 

The current model of healthcare and aging services was built for a very different time and place. 
In 1965, the average life expectancy was 68 years, not 78 years as it is today. Steve Jobs was 10. The 
first cardiac care unit had just opened. Now, with 10,000 Americans turning 65 each day and living 
much longer, healthcare and community-based aging services must evolve to respond to these new 
realities. 

Fees Tied to Value, Outcomes
Earlier this year, Health and Human Services Secretary Sylvia Burwell announced that by 2018, 90 
percent of fee-for-service (FFS) and 50 percent of all managed care payments will involve alterna-
tive payment methods tied to value and outcomes. The recent law to fix how Medicare pays doctors 
all but ensures this schedule will be kept. Ultimately, this transition from FFS to fee-for-outcomes 
strives to achieve better care at lower cost, and requires traditional healthcare providers to look 
far beyond the walls of their hospitals or offices.

To succeed, health plans and their contracted networks must develop far more robust care co-
ordination programs and broaden their networks to include a comprehensive set of non-medical, 
community-based service providers. Developing these networks isn’t easy. Health plan adminis-
trators wonder whether to delegate services to contracted providers, or build and manage these 
extended provider networks themselves. Administrators are still learning the types of services for 
which they may want to hire contractors, as well as developing perspectives on network adequacy, 
quality oversight and data-sharing. 
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What is clear is that community-focused care coordination, particularly at times of transition 
like from hospital to home, is the linchpin to better care at lower costs. Extending current network 
models to include community-based providers that can deliver this robust care coordination and 
manage specific community-oriented services is the immediate challenge.

But the aging services sector does face extraordinary challenges. The vast community-
based aging services network that exists today is built largely on a single funding stream of block-
granted federal programs. However, the Older Americans Act has never been adequately funded for 
its scope, and in the current political climate, this scenario is unlikely to change. The need for a 
more diversified funding model is critical for the future. 

From a person-centered perspective, aging services can create more connected care delivery 
and become more outcome-oriented. Community-based organizations can be the “secret sauce” to 
help healthcare providers achieve better use and outcomes, while creating new sources of revenue.

Community-Based Providers Need to Shift Thinking
For community-based service providers, working with health plans requires reimagining ser-
vices as specific products that solve challenges faced by the medical delivery system. These re-
lationships represent a new revenue opportunity for community-based providers, but don’t re-
place traditional funding for aging services. 

Vanguard community-based organizations, those we believe are ready for this role and put 
care coordination at the center of their model, can be effective health plan partners. For these 
organizations to succeed, they need strong commitment from leadership, the ability to trans-
form their infrastructure and the willingness to develop a critical understanding of what the 
healthcare market needs when caring for older adults with chronic health conditions and daily  
living needs.

This new role for aging services providers in more integrated, innovative models of care is 
coming to fruition. At The SCAN Foundation, we have supported more than a dozen vanguard com-
munity-based organizations in our Linkage Lab Academy, helping them build dozens of new rela-
tionships with local healthcare plans, hospitals and other risk-bearing providers. We are also 
working with the Administration for Community Living and leading philanthropies—including 
the John A. Hartford Foundation, the Colorado Health Foundation and the Health Foundation 
of Western and Central New York—to invest in efforts to help make these models a reality across 
the country. (See the sidebar below for details on how one organization evolved through Linkage 
Lab Academy.)

The reasons for creating new partnerships are many and growing. Hospitals already face Medi-
care penalties for frequent or early readmissions. Many states are implementing Medicare-Medic-
aid integration pilots and-or transitioning their Medicaid long-term-care programs to managed 
models. Finally, accountable care organizations are developing innovative approaches to improv-
ing care while lowering costs. Community-based organizations can play a major role in these new 
health system models, while also developing revenue streams that contribute positively to their 
organization’s fiscal health.

It is time for all providers serving older adults having daily functional needs to break out 
of their silos and connect to create an integrated platform of care. We believe that bringing to-
gether the best capacities of the healthcare and aging sectors can deliver on the promise of 
person-centered care: right care, by the right provider, at the right time, for the right price. n

Bruce Chernof, M.D., is president and CEO of The SCAN Foundation in Long Beach, Calif.
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Linkage Lab Helps Community Services Organizations with Outcomes
Bay Area Community Services (BACS) (www.bayareacs.org) in Oakland, Calif., serves older, men-
tally ill and homeless adults with supportive wellness services. 

BACS’s goal for its Linkage Lab work was to acquire and institutionalize key leadership and man-
agement competencies that would permit it to enter into at least one contractual relationship 
with a healthcare payer or provider. 

The BACS Linkage Lab Team facilitated meetings early on with healthcare payers and providers 
to understand what needs they had for community-based services, how they would evaluate 
community-based organization performance and what criteria they would use for partnership. As 
a result of these meetings, BACS launched a new medical respite service that maximized its core 
strengths and responded to a need of the healthcare sector. This service package included ele-
ments of the service delivery model, financial structure, data collection processes and outcomes 
sought by the potential partner. They developed a pricing strategy based on structures, including 
fee-for-service, fixed price per bed for a set number of beds per year (regardless of whether the 
beds are filled) and pay-for-success methodology, etc. 

Simultaneously, the Leadership Team focused on developing leadership and management, and hired 
new talent from other industries, including the for-profit sector.

In entering into a contract, BACS was responding to a community need for medical respite and 
recuperative care services ending an in-patient hospital stay for homeless adults. In the first phase 
of the pilot program, 98 percent of participants did not return to the hospital for their original 
condition, and 30 percent were transitioned from the medical respite program to permanent 
housing.

BACS had quantifiable service outcomes for the first time by developing quality improvement and 
quality assurance systems. They learned to:

•   Invest time and energy in building organizational infrastructure, developing leadership and 
management capacities and evolving the organization’s culture to orient toward business. 

•   Understand that building cross-sector relationships takes time and requires patience and 
persistence. 

To learn more about the BACS experience and that of other Linkage Lab  
participants, visit www.thescanfoundation.org/linkage-lab-initiative. 

—Bruce Chernof


