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In response to the managed care backlash 
in the mid-1990s, health plans broadened 

hospital and physician networks to respond 
to customer demand for more choice. This 
strategy sacrificed plans’ abilities to contain 
costs because hospitals were able to demand 
higher payment rates to continue participat-
ing in networks and plans were in a weaker 
position to exclude physicians perceived as 
being relatively inefficient or lower quality.

Recently, however, health plans have 
developed high-performance networks that 
encourage enrollees to choose network 
physicians who score well on measures of 
efficiency and quality. Health plans analyze 
claims data to assess network physicians on 
the basis of efficiency using costs per epi-
sode of care, such as treatment of low back 
pain, and on measures of quality that can 
be assessed with claims data, such as hemo-
globin A1c blood testing for a diabetic. At 
the market level, if these networks influ-
ence enough enrollees to shift to high-per-
forming providers, physicians losing mar-
ket share might be motivated to improve 
efficiency and quality to better compete.

HSC researchers observed the develop-
ment of high-performance networks in 
early 2005 as part of the fifth round of the 
Community Tracking Study (CTS) site vis-
its. While there was insufficient activity to 
report on at that time, an in-depth study on 
high-performance networks was conducted 
more recently (see Data Source).

High-Performance Network 
Specifications Differ

High-performance networks are a recent 
addition to the tools that health plans and 
purchasers are using in an attempt to curb 
costs—often described in terms of efficien-
cies—and improve quality. The prevalence 
of these networks is limited, as plans have 
introduced them only in select markets.  
Where these networks are offered, the 
number of enrollees using them is largely 
dependent on employers that include high-
performance networks as part of their 
sponsored health insurance benefit. 

High-performance networks typically 
are not distinct products, but rather an 

option for use across different product plat-
forms, most commonly preferred provider 
organizations (PPOs).    

The exact specifications of high-perfor-
mance networks differ across plans.  The 
most common model uses tiered-provider 
levels, with corresponding enrollee cost-
sharing differentials. The first tier consists 
of the high-performing providers; the sec-
ond tier consists of the remainder of in-net-
work providers; and the third tier consists 
of out-of-network providers.  Employers 
often do not differentiate cost sharing 
between the first and second tiers, offering 
these networks only as a source of informa-
tion to their employees about which pro-
viders have better performance.  

Targeted Providers

Plans most often target physicians—gener-
ally specialists—for high-performance net-
works; hospitals usually are not included. 
Assessments of which physicians to include 
in these networks are conducted by spe-
cialty, although some multispecialty group 
practices have pressed plans to include 

Health plans have introduced high-performance networks to encourage use of network 
providers—predominantly physician specialists—deemed high performing on efficiency 
and quality measures. Early adopters of these networks are large national employers, 
and, while other employers are interested, actual adoption has lagged, according to a 
study by the Center for Studying Health System Change (HSC).  Enrollment in prod-
ucts using high-performance networks is limited, and objective evidence on the impact 
on service use, costs and quality is lacking.  Early lessons learned indicate the need for 
effective communication between plans and providers, use of both efficiency and quality 
measures, industry standards of provider performance, and employer support. 

HIGH-PERFORMANCE 
HEALTH PLAN 

NETWORKS:             
EARLY EXPERIENCES

By Debra A. Draper, Allison Liebhaber 
and Paul B. Ginsburg

Network Strategy to Lower Costs and Improve Quality 



all of their specialties. Across plans, the 
criteria used to select which specialties to 
include focus on those that:   

• represent a large share of medical spend-
ing;

• reflect significant variation in costs and 
quality;

• generate sufficient claims volume to 
assess physician- or practice-level effi-
ciency and quality; and

• have established quality measures and/or 
guidelines to benchmark performance.

Most plans include specialties such as 
cardiology, gastroenterology, orthopedics 
and obstetrics/gynecology, but beyond 
that, there is less consistency.  For example, 
CIGNA’s high-performance network 
includes approximately 20 specialties, 
while Blue Cross of California includes 
all network physicians, including primary 
care physicians (PCPs). Some plans, such 
as Aetna and UnitedHealthcare, initially 
focused on certain specialties but have 
since added others.   

Most plans exclude PCPs from high-
performance networks.  Plan executives 
said they do so to avoid disrupting patients’ 
established relationship with their PCP—a 
situation that occurs less frequently with 
specialists. While Tufts Health Plan in 
Boston does not currently tier PCPs, it 
does provide enrollees with performance 
information on these physicians. Tufts has 
identified “blue ribbon” PCPs—approxi-
mately 20 percent of the plan’s PCPs who 
have earned the highest scores based on the 
plan’s assessment of costs and quality.                      

While most plans do not target hos-
pitals for high-performance networks, 
hospitals are relevant to judgments about 
physicians because total claims costs per 
episode of care, including hospital costs 
and prescription drugs, are used to assess 
physician efficiency. A benefits consultant 
said that the focus on physicians is primar-
ily because, with the exception of complex 
care such as transplants where patients are 
more likely to choose the facility, people 
choose their physician who in turn directs 
them to a hospital.  Another benefits con-
sultant noted that because hospitals often 
have considerable market leverage, they can 
resist plan initiatives like high-performance 

networks that threaten their market share.  
Evidence of this is the lack of a foothold 
gained by tiered-hospital networks, which 
plans introduced several years ago. Tufts 
Health Plan is an exception.  Its high-
performance network started as a tiered-
hospital network and expanded to include 
physicians.   

Profiling Methodologies

The methods plans use to profile physi-
cians for inclusion in high-performance 
networks usually involve some combina-
tion of costs and quality. Nearly all plans 
measure costs using episodes of care which 
are assigned to the responsible physician.1  
They build these using the total costs of 
care associated with an enrollee, including 
costs for inpatient and outpatient facilities 
and prescription drugs. According to one 
plan executive, “To some extent, we real-
ize the physician isn’t responsible for costs 
incurred at the hospital, but we think it’s 
good for physicians to think about the effi-
ciency of the hospital they work with too.”  

There is significantly more variation in 
the quality measures plans use to profile 
physicians. Generally, however, the quality 
assessment is based on physicians’ adher-
ence to evidence-based medical guidelines 
and consensus-based quality standards. 
These assessments tend to be limited to 
what can be appraised through claims data.  
For example, the Boston-based Group 
Insurance Commission (GIC), which 
administers health insurance benefits for 
public employees in Massachusetts, requires 
all contracted plans to include high-per-
formance networks and to use nearly 60 
specified quality measures, including those 
from the Health Plan Employer Data and 
Information Set (HEDIS), the Agency for 
Healthcare Research and Quality, and spe-
cialty society best practices.  The number of 
measures is expected to increase this year 
by nearly a third.  In contrast, Blue Cross of 
California uses approximately 20 HEDIS-
type measures to assess quality.   

Based on the cost and quality data, plans 
use an algorithm that encompasses both 
to further assess physicians, although the 
exact specifications of the algorithms are 
usually proprietary.  Some plans base their 
high-performance networks predominantly 
on costs.  For others, a physician has to 
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first meet a quality threshold and then is 
assessed for efficiency. 

Profiling is done at the individual physi-
cian level, but the results of the individual 
profiles are then aggregated at the group 
level—the level at which contracting deci-
sions, including high-performance network 
designations, typically are made. There 
are, however, complexities associated with 
profiling at the individual vs. practice level.  
For example, one plan executive explained, 
“We looked at the group and every doctor 
in the group, but we didn’t select doctors 
that were high performing in a group and 
exclude others. When you go to a group 
practice, you don’t always see the same 
doctor. There are cross-coverage issues.”  A 
benefits consultant noted that another com-
plexity is the potential for provider push-
back at the practice level—a group practice 
may require that all members of the group 
be designated as high performing or threat-
en to end its contractual relationship with 
the plan.  Depending on the importance of 
the group to the plan’s provider network, 
such a scenario may present significant 
challenges for the plan.

Plans vary considerably in the propor-
tion of network providers that are designat-
ed “high performers.”  A benefits consultant 
said, “In terms of where they are setting the 
bar, carriers are all over the place.  There 
is no common rule of thumb of 70/30 or 
50/50.  All of the carriers that I’m familiar 
with don’t go into this with a specific per-
centage in mind.”  Plan executives reported 
a wide range—25 percent to more than 80 
percent—of physicians included in their 
high-performance networks as compared 
with their broader networks.    

Physician Incentives

Most plans reported payment rates for phy-
sicians in their high-performance networks 
are the same as for physicians in their larger 
networks. Plan executives said that while 
they pay the same for now, they are consid-
ering some type of differentiated payment 
system in the future.  One plan, for exam-
ple, is looking at modifying its incentive 
program to better reflect quality outcomes. 
Another plan is looking at how to tie in 
pay-for-performance metrics.

Not all incentives for physicians’ inclu-
sion in plans’ high-performance networks, 
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however, are directly related to payment.  
Enrollees may obtain information about 
high-performing physicians through plan 
directories, which often highlight designated 
physicians.  As one plan executive discussed,  
“Our expectation from a broader view is 
that by giving members a choice model and 
incentives to seek care based on the best 
information we have, it will reward providers 
with increased membership or allow them 
to hang on to the market share they have.  
To the extent we profile and run these pro-
grams, physicians become more cognizant 
and performance should improve.”  Another 
plan executive said, “We are focusing on how 
to improve our data capability, recognizing 
the top 10 percent of providers and giving 
the bottom percent specific data to improve.  
If you do that for a period of time and they 
are not moving, then we may come back and 
talk about whether they should be in or out 
of the network.”  

Enrollee Incentives

Employers decide how the benefit structures 
of high-performance networks are delin-
eated, including any incentives to encourage 
employees to enroll. An initial decision that 
employers make is whether these networks 
are offered to employees as the only network 
option or to include access to a broader pro-
vider network. Large employers tend to offer 
high-performing networks as a choice of 
network options. 

Employers then decide about enrollee 
cost-sharing requirements. Benefits con-
sultants and plans often recommend cost-
sharing differentials for high-performance 
networks because they believe that such 
differentials are key to steering enrollees 
to higher-performing providers. One plan, 
for example, generally recommends a 1.5 
times differential for copayments—$20 for 
high-performing physicians vs. $30 for other 
in-network physicians. Another plan makes 
specialists in its high-performance network 
available at the lower PCP copayment level.    

However, employers are often reluctant to 
institute large, if any, cost-sharing differen-
tials between physicians designated as high 
performers and other network physicians.  
Some respondents believe that large cost-
sharing differentials may be premature until 
there is a higher comfort level with these 
networks. 

Market Responses 

Physicians

Market response to high-performance net-
works varied widely depending on how 
the networks were rolled out. Physicians 
expressed some concern about these net-
works in most of the target markets. The 
most common complaint was the lack of 
communication by health plans. Physicians 
reported they felt uninformed about their 
designations as high-performance networks 
were launched.  Furthermore, physicians 
reported that plans did not always explain 
fully how performance was assessed or share 
data about how their performance compared 
with other physicians.  

Physicians also had issues with the meth-
odologies used to determine high-perfor-
mance designations. They questioned the 
data quality and whether sufficient sample 
sizes were used.  They also questioned the 
applicability of the methodologies used 
across all physicians.  In one recently pub-
licized case, the Washington State Medical 
Association filed suit against Regence Blue 
Shield alleging the plan used flawed meth-
ods and outdated information to exclude 
physicians from the plan’s high-performance 
network.2

Physicians also complained about the 
lack of standardization in methodologies.  
Plans define high-performance networks dif-
ferently, so some physicians are designated 
as high performing in one plan but not 
another. This leads to a general skepticism of 
these networks and the methodologies used 
to create them.  

Plans’ market share also plays a role in 
physicians’ response. Plans with low mar-
ket share are concerned that physicians 
will more easily reject their data because of 
smaller sample sizes or that physicians may 
just drop out of their network and face few 
economic consequences if they are unhappy 
with their designation.  

Although there was resistance to high-
performance networks in certain markets, 
plan executives reported closely monitoring 
those scenarios and adjusting their strate-
gies to minimize conflict.  The experience in 
St. Louis was cited as one such example.  In 
that market, several large providers rebuffed 
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UnitedHealthcare’s attempt to introduce a 
high-performance network when they were 
excluded from the plan’s high-performance 
tier.3 Most plan executives expressed the 
need for effective communication with 
physicians to minimize conflict, and they 
recognized that one way to accomplish this 
was to engage physicians in the process 
earlier rather than later.  Plans that incor-
porated physician feedback in developing 
their methodology and that shared data with 
physicians ahead of time reported a more 
positive response to their high-performance 
networks.  

Employers 

A key stimulus for the development of 
high-performance networks has come from 
a limited number of large, national employ-
ers. While other employers express interest 
in high-performance networks, not all are 
prepared to deal with potential employee 
backlash. Consequently, actual adoption of 
these networks has not yet matched interest.  
Employers that have pushed these products 
aggressively reported feeling as if they are 
out there alone and everyone else is “window 
shopping” as they wait and observe the expe-
riences of early adopters.  

High-performance networks have gained 
a toehold in markets only if large employers 
have been aggressive in their interest and 
implementation.  This is the case in Boston, 
Milwaukee and Seattle. In Boston, for exam-
ple, GIC required contracted plans to devel-
op and offer high-performance networks.  
In Milwaukee, the business coalition, which 
represents a large number of employers, was 
responsible for bringing Humana’s high-
performance network into the market.  In 
Seattle, Aetna had sizeable national accounts, 
including Boeing, Costco, Nordstrom and 
Starbucks, which were active in launching a 
high-performance network.  Even in these 
markets, however, enrollment in high-per-
formance networks has not expanded much 
beyond the initiating employers.  

Benefits consultants and plans comment-
ed that the adoption of high-performance 
networks might be higher if employers 
saw more substantial savings in premiums.  
Preliminary estimates of savings currently 
range between 3 percent and 5 percent.  To 
achieve larger savings, more substantive 

changes in benefit design, such as larger 
cost-sharing differentials, would be required, 
which plans and employers appear unwilling 
to do at this time.

Other concerns also have hampered 
employers’ adoption of high-performance 
networks.  One concern of large, multistate, 
employers is that they want to offer simi-
lar health insurance benefits to employees 
across locations, which is difficult if plans’ 
high-performance networks are defined dif-
ferently.  For example, if some plans’ high-
performance networks include primary care 
physicians, while others do not, this makes 
high-performance networks less attractive 
to national employers as part of an overall 
strategy.     

Employers also are concerned that the 
adoption of high-performance networks 
may create geographic access problems for 
employees.  For example, employers with 
employees dispersed across a wide area are 
concerned that high-performing providers 
may not be as evenly dispersed.  Because of 
these concerns, some plan executives and 
benefits consultants noted that while the net-
works have been developed for large, nation-
al employers, they might gain more traction 
among local employers—like the member-
ship of the Milwaukee coalition.  In the 
future, high-performance networks might 
be more appealing to small employers who 
are more price sensitive and less deterred by 
such issues as network disruption.  

Regulators

To date, because high-performance net-
works have been offered mostly by large, 
self-insured employers, they have generally 
not been on state regulators’ radar screens. 
However, one plan executive reported that 
regulators have raised concerns about these 
networks creating access issues, particularly 
in rural areas.  The respondent noted that 
the traditional access perspective—whether 
there are enough providers in an area—runs 
counter to the goal of high-performance 
networks. He noted that while there should 
be reasonable access, the question for regula-
tors is whether plans should lower quality 
standards just to have “high-performing” 
physicians in every zip code.  He added, “If 
you want to access care from the best doctor, 
you may just have to drive to the city.”    
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Early Lessons Learned 

Respondents uniformly agreed that it was 
too soon to assess the impact of high-per-
formance networks on service use, costs 
and quality because there is not yet enough 
volume in these networks. Respondents also 
said that it is too early to comment on any 
shifts in physician market share resulting 
from high-performance networks, although 
one health plan executive reported early 
anecdotal evidence of shifting market share 
among some physicians as a result of the 
presence or absence of a high-performing 
designation.  Some respondents hoped that 
high-performance networks would help re-
engineer the care delivery system, driving 
the system toward greater efficiency and 
higher quality. 

While evidence of the effects of high-
performance networks continues to develop, 
evidence does exist from similar efforts that 
suggest the potential for savings associ-
ated with care delivered by physicians who 
are more efficient and of higher quality.  
The experience of UNITE-HERE Labor 
Management Trust Fund, a Taft-Hartley 
trust providing health care to 120,000 hotel 
workers and their families in Las Vegas, 
provides a case in point. In 2003, the Trust 
screened all 1,800 physicians in its network 
on the basis of efficiency and quality and as 
a result, excluded 50 physicians. Physicians 
deemed as providing higher quality of care 
also received a special designation in the 
Trust’s provider directory. These network 
changes reportedly contributed to a sig-
nificant reduction in the Trust’s medical 
cost trend, and as a result, the cost savings 
allowed workers to receive salary increases 
for the first time in several years.4  Despite 
the evolving nature of high-performance 
networks, respondents noted several impor-
tant lessons learned based on their early 
experiences.

Communication with providers essential 

Respondents stressed the importance of 
communicating openly and honestly with 
providers when developing and implement-
ing high-performance networks. For exam-
ple, one plan executive said, “Communicate 
with the provider community about your 
intentions and give them a forum to give 
feedback.  Don’t do something in a black box 
when you’re not willing to explain why you 

are doing it.”  He added, “There’s no value 
in gathering data if we’re not sharing it with 
physicians and giving them the opportunity 
to become more efficient.”  

Several plan executives noted the impor-
tance of working with and educating physi-
cians months in advance of either going into 
a market or introducing a new product or 
initiative.  As one physician representative 
commented, “If you don’t include your sol-
diers who deliver your care during the devel-
opment and vetting of the product, then 
you lose from the beginning.  The plans that 
included the physicians at the beginning did 
a lot better than those who just came at us.”  

Costs and quality both important

Nearly all respondents said that the success 
of high-performance networks is dependent 
on an assessment of both costs and quality. 
It is possible to have high-quality care deliv-
ered inefficiently. A plan executive discussed 
that networks are typically depicted by a 
2x2 graph with costs on one axis and quality 
on the other.  The desire is to get networks 
moving progressively into the low-cost/high-
quality quadrant.  

In these early iterations of high-perfor-
mance networks, much of the focus has been 
on the cost-side in large part because of limi-
tations in the integrity and sophistication of 
the quality data. Respondents all agreed that 
improved data are needed. A plan executive 
highlighted the problem, saying, “From our 
perspective, we’re cautious moving forward 
on differentiating on the basis of quality 
because we believe that before you can make 
those assertions that the datasets have to be 
as valid as possible.” A benefits consultant, 
however, cautioned that to avoid measuring 
quality is at the plans’ peril.  He said, “The 
last thing anybody will want to see is to open 
up the business section of the paper to see 
‘XYZ carrier switches to cheap doctors.’”  

Standardized industry measures needed 

Respondents discussed the need for the 
industry to move toward more uniform 
standards of provider performance mea-
surement. One plan executive, for example, 
expressed concern that physician quality 
determinations should not be based exclu-
sively on data one plan holds. He comment-
ed further that industry collaboration from 
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both the public and private sectors is needed 
to make informed decisions about the quality 
of a practicing physician.  He said, “The most 
damaging thing would be for competitors 
to have competing definitions of quality.  In 
that case, we will lose credibility in the eyes 
of the consumer.”

Movement toward any type of industry 
standardization, however, is not without 
complication. A potentially major snag arises 
around antitrust concerns. A plan execu-
tive said that in a litigious environment, his 
plan is cautious about collaborative activities 
among plans to compare methods used to 
define networks that might be construed as 
running afoul of antitrust laws.  He added 
that while they hear from employers that 
there seems to be some consistency among 
plans as to which providers are deemed high 
performing—at least in larger markets—
there is still ample opportunity for inconsis-
tencies to occur.  Employer groups, such as 
the Business Roundtable, have pushed for 
legislation giving insurers access to Medicare 
Part B data with physicians identified to 
facilitate more accurate assessments of physi-
cian costs and quality through larger samples 
of patients.5 Several respondents noted that 
unless there is greater uniformity in the 
industry, any performance information pro-
vided to physicians and consumers will be 
confusing and of little use. Physicians will be 
less likely to respond positively—by improv-
ing efficiency and quality—if different health 
plans rate them differently. 

Purchaser support needed

One plan executive said that when develop-
ing high-performance networks, the plan 
tries to bring the leading employers with 
them to talk to providers, emphasizing that 
the health care system is based on employer-
sponsored insurance.  The respondent added 
that providers understand better when 
the choices are coming from employers. A 
benefits consultant said that if employers 
really want high-performance networks, 
“They have to be front and center with plans 
demanding this and supporting them. They 
can’t stay behind the scenes.”  Respondents 
say, however, that employers are often reti-
cent about getting involved.  As one plan 
executive commented, “The most fascinating 
piece of this is that the employer wants it, 
the health plan builds it, implements it, and 

then the health plan gets the heat, and the 
employers who wanted it duck and cover.”   

It is too early to determine to what extent, 
if at all, high-performance networks will lead 
to lower cost and higher quality health care.  
Initially, the focus has been on the potential 
gains that might be achieved by moving 
some enrollees to higher-performing provid-
ers, but systemwide, the gains are limited by 
the capacity of the designated high-perform-
ing providers. The larger potential is based 
on moving sufficient volume away from 
lower-performing providers that they are 
motivated to improve, thereby improving 
the system overall.  For this to be realized, 
health plans have to provide physicians with 
detailed and accurate information about 
where their performance is not measur-
ing up. The potential also depends on the 
degree to which employers institute benefit 
structures that motivate employees to shift 
to high-performing providers, which in turn 
is dependent on whether employees perceive 
high-performance networks as something of 
value or as a reminder of what they disliked 
about managed care.  

 Notes

1. The most commonly reported data tool 
to carry out this measurement process 
is the Symmetry ETG.  This technology 
combines inpatient, outpatient, ancil-
lary and pharmacy claims to create a 
treatment episode from the onset of care 
until treatment is complete.  

 2. See, “Regence BlueShield sued over 
‘select’ network,” Seattle Post-Intelligencer
(Sept. 21, 2006).

3. See, for example, “BJC warns it may 
drop United Healthcare,” St. Louis Post-
Dispatch (March 18, 2005).

4. This information is reflected in testi-
mony of Peter V. Lee, Pacific Business 
Group on Health, before the U.S. House 
of Representatives, Committee on Ways 
and Means, Subcommittee on Health, 
“Promoting Quality and Efficiency of 
Care for Medicare Beneficiaries” (March 
15, 2005).

5. This advocacy is reflected in S.3900 
(Gregg) “Medicare Quality Enhancement 
Act of 2006.”
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Data Source

To examine high-performance networks, 
HSC researchers collected data at both 
the national level and in selected markets 
that have experience with these networks, 
including Boston, Milwaukee, Seattle and 
California. Information was collected 
between January and June 2005 as part 
of Round Five of the CTS site visits to 
help identify target markets. The findings 
are based on semi-structured interviews 
conducted between May and September 
2006 with approximately 20 respondents.  
Respondents included representatives of 
national health plans and regional plans 
offering high-performance networks in the 
target markets, as well as representatives 
of providers, employers, and benefits con-
sultants knowledgeable about these local 
markets. Interviews were conducted by a 
two-person interview team either in-person 
or by phone. 

Acknowledgement: This research was 
funded by the California HealthCare 
Foundation.


