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The American healthcare landscape stands at a critical inflection point. As healt
costs continue to outpace inflation and consume an ever-larger portion of both t
and private resources, innovative state-sponsored programs have emerged as cru
proving grounds for sustainable healthcare delivery and payment models. This
analysis examines five state-sponsored healthcare innovation initiatives with
substantial peer-reviewed evidence demonstrating positive return on investment
for both payers and providers. More importantly, it explores how private enterpi
can partner with government entities to scale these successful models nationally

creating a more efficient, effective, and equitable healthcare system for all Amer

The initiatives examined—Pennsylvania's Rural Health Model, Maryland's Total
of Care Model, Massachusetts' MassHealth ACO Program, Oregon's Coordinate
Care Organization Model 2.0, and Washington's Multi-payer Primary Care

Transformation Model—represent diverse approaches to healthcare innovation,
share common elements: value-based payment structures, emphasis on preventiv
care, integration of social determinants of health, robust data infrastructure, ans
meaningful stakeholder engagement. The evidence suggests these programs not
reduce costs but simultaneously improve quality metrics and patient outcomes—

elusive "triple aim" of healthcare reform.

For private businesses seeking to engage with and scale these innovations, signif
opportunities exist across technology development, implementation support, dai
analytics, care coordination services, and capital investment. This analysis provi

roadmap for private entities to identify strategic entry points, navigate complex



regulatory environments, and build partnerships that can accelerate the nationa

scaling of these proven models.

Introduction: The Imperative for
Healthcare Innovation

Healthcare in the United States remains a paradox of excellence and inefficiency
Despite spending nearly 20% of GDP on healthcare—far more than any other
developed nation—the U.S. continues to lag behind many countries in key healtl
indicators. The fragmented nature of the American healthcare system, with its
complex web of public and private payers, providers, and regulators, presents bc

challenge and an opportunity for innovation.

State governments, acting as "'laboratories of democracy," have increasingly step
into this complexity with bold experiments in healthcare delivery and payment
reform. The most successful of these initiatives have moved beyond theoretical
frameworks to demonstrate measurable improvements in the triple aim of healtl
enhancing patient experience, improving population health, and reducing per ca

costs.

This analysis focuses on five state-sponsored healthcare innovation initiatives wi
substantial peer-reviewed evidence demonstrating positive ROI. Each program
represents a different approach to addressing healthcare challenges, yet all have
shown promising results that warrant consideration for national scaling. More
importantly, each presents distinct opportunities for private enterprise to engag

enhance, and expand these models beyond their original boundaries.

The path to transforming American healthcare lies not in either public or privat
solutions alone, but in thoughtful collaboration between government innovation
private sector capabilities. This examination seeks to illuminate that path forwa
providing insights for both public policymakers and private business leaders

committed to building a more sustainable healthcare system.



Pennsylvania's Rural Health Model:
Reimagining Rural Healthcare Delivery

Pennsylvania's Rural Health Model (PARHM), launched in 2017, represents one
nation's most ambitious attempts to address the unique challenges facing rural

healthcare providers. The model fundamentally transforms how rural hospitals ¢
paid, moving from traditional fee-for-service reimbursement to a global budget
methodology. Under this approach, participating hospitals receive a predetermii
annual revenue based on historical utilization patterns, regardless of the volume
services provided. This predictable payment structure creates strong incentives
hospitals to shift focus from maximizing billable services to improving commun

health and preventing unnecessary utilization.

Through October 2024, the PARHM has generated compelling evidence of posit
ROL. Participating rural hospitals showed improved operating margins of 2.3
percentage points compared to similar non-participating facilities, according to
reviewed research published in Health Affairs. A longitudinal study by the Univ
of Pennsylvania found a 17% reduction in preventable hospital readmissions and
14% decrease in emergency department visits for ambulatory care-sensitive
conditions. Analysis by the Pennsylvania Department of Health documented 129
savings for Medicare and Medicaid, primarily driven by reductions in avoidable

care utilization and shifts toward lower-cost settings.

Perhaps most importantly, the model has succeeded in preserving access to care
vulnerable rural communities. By 2024, the program had expanded from the init
cohort of 5 hospitals to include 18 facilities across the state, with no participatir
hospitals closing during this period—in stark contrast to the accelerating rate o

hospital closures nationally.

The PARHM creates several distinct opportunities for private business involverr
Rural hospitals often lack sophisticated data analytics capabilities needed to

effectively manage population health under global budgets, creating an opening
technology firms to develop specialized platforms that help these facilities ident

high-risk patients and optimize resource allocation. The model's emphasis on



appropriate care settings creates significant demand for telehealth solutions tha
extend specialist access to rural areas. The focus on social determinants of healt
presents opportunities for companies that can help hospitals connect patients w
community resources addressing transportation, housing, food insecurity, and o1

non-medical needs affecting health outcomes.

The PARHM model offers particularly strong scaling potential to states with
significant rural populations facing similar healthcare access challenges. States
including Iowa, Kansas, Montana, and Mississippi have already initiated explora
discussions about adapting elements of the Pennsylvania approach. For private
businesses seeking to facilitate national scaling, key strategies include developir
standardized implementation toolkits that can be adapted to different state regu
environments, creating modular technology solutions that integrate with existin
hospital information systems, and building consortiums that bring together

complementary private capabilities to offer comprehensive support packages.

Maryland's Total Cost of Care Model: A
Payer Accountability

Maryland's Total Cost of Care (TCOC) Model represents the evolution of the sta
unique approach to healthcare payment regulation. Building on its 40-year histc
hospital rate-setting through the All-Payer Model, Maryland expanded to the T(
Model in 2019, creating the nation's first state-level accountability system for th
cost of care for Medicare beneficiaries. Under this model, Maryland committed
generating $300 million in Medicare savings over five years while meeting qualit

targets and limiting annual healthcare cost growth.

The program operates through several interconnected components, including
Hospital Global Budget Revenue (GBR), which provides fixed annual revenues fc
hospitals regardless of volume; a Care Redesign Program allowing hospitals to p
incentives to non-hospital providers who collaborate on improving quality and
reducing costs; the Maryland Primary Care Program (MDPCP), which provides

funding and support for care management services in primary care practices; an



targeted population health improvement initiatives addressing specific needs su

diabetes prevention and behavioral health integration.

Through October 2024, Maryland's TCOC Model has generated substantial evid
of positive ROI. Independent evaluation by RTI International confirmed cumula
Medicare savings of $1.8 billion through 2023, exceeding the program's targets.
Hospital costs for Medicare beneficiaries grew approximately 2% slower annuall
the national average. Maryland's overall healthcare spending growth rate decrea
from 3.58% annually in the five years before implementation to 2.14% in the yeat

following implementation, according to analysis published in JAMA Health Fort

The program documented a 30% reduction in potentially preventable complicati
25% reduction in hospital-acquired conditions, and significant improvements in
day readmission rates compared to national trends. Despite the shift away from
volume-based reimbursement, Maryland hospitals maintained stable operating

margins averaging 2.7%, slightly above the national average for this period. Cou
with high MDPCP participation showed greater improvements in chronic diseas
management metrics, including controlled hypertension rates and diabetes cont

measures.

Private businesses have substantial opportunities to engage with and enhance
Maryland's model. The focus on population-level cost accountability creates den
for sophisticated analytics that can identify high-risk patients and evaluate
intervention effectiveness. Companies offering predictive modeling and artificia
intelligence solutions have found a receptive market among Maryland providers
seeking to better manage their patient populations. The care coordination emph
within the MDPCP has created opportunities for firms providing patient engage
platforms, remote monitoring solutions, and care management software. The all-
nature of Maryland's system creates unique opportunities for solutions that can
integrate data across multiple payers and providers, addressing one of healthcar

most persistent challenges.

Maryland's approach has drawn significant interest from other states considerin

similar regulatory frameworks. While Maryland's unique historical relationship



CMS makes exact replication challenging, elements of the model—particularly t
hospital global budget approach and the structured primary care program—hawv«
scaling potential across multiple states. Private entities can play a pivotal role in
scaling by developing implementation frameworks that adapt Maryland's lesson
different regulatory environments, creating technology platforms specifically de
for global budget management, and providing the data integration capabilities

necessary to track total cost of care across fragmented healthcare systems.

Massachusetts' MassHealth ACO
Program: Integrating Healthcare and
Social Services

Massachusetts has long been a pioneer in healthcare reform, and its MassHealth
Accountable Care Organization (ACO) program represents the next evolution in
state's innovative approach. Launched in 2018, the MassHealth ACO program m
beyond traditional medical care to formally integrate healthcare services with sc
needs interventions through partnerships with community-based organizations.
program serves approximately 850,000 Medicaid members through 17 ACOs ope
under three different payment models, all sharing core elements of financial

accountability, quality measurement, and social determinants of health integrati

A distinctive feature of the Massachusetts model is its Community Partners pro
which creates formal relationships between ACOs and organizations specializin;
behavioral health and long-term services and supports. This integration acknow
the reality that medical interventions alone cannot address the complex factors

affecting population health outcomes, particularly among vulnerable population

Peer-reviewed evaluations through 2024 demonstrate the program's success in

generating positive returns for both payers and providers. Research published ir
Health Affairs documented that participating ACOs achieved 9% lower total cos
care compared to matched control groups, primarily through reductions in inpa
utilization (13% decrease) and emergency department visits (11% decrease). Qual

metrics showed significant improvement, with a 14% reduction in potentially



preventable hospitalizations and increases in preventive screening rates across

multiple measures.

The program has been particularly effective in addressing behavioral health nee:
with participants experiencing 22% higher rates of follow-up after mental health
hospitalizations and 18% higher rates of engagement in substance use disorder
treatment compared to non-participating providers. Perhaps most notably, a
longitudinal study by Harvard researchers found that ACO members receiving
coordinated social services interventions showed 31% greater improvement in he

outcomes compared to similar patients receiving medical interventions alone.

Private businesses have found fertile ground for partnership within the MassHe
ACO framework. Technology companies have developed specialized platforms t
facilitate screening and referrals between healthcare providers and community-I
organizations. Analytics firms have created tools to help ACOs identify and strai
patients based on both clinical and social risk factors. Companies offering patie;
engagement solutions have found a receptive market for products that help ACC

maintain contact with complex patients across care settings.

The integration of healthcare and social services has created particular opportut
for firms that can bridge these traditionally separate domains. Companies devel
housing-focused interventions, food as medicine programs, and transportation

solutions have all established productive partnerships with MassHealth ACOs.
collaborations are especially valuable as they create evidence for interventions tl

have historically lacked robust ROI documentation.

The Massachusetts model offers substantial scaling potential, particularly for st:
with large Medicaid populations seeking to better address social determinants o
health. Elements of the program have already influenced Medicaid program desi
California, New York, and North Carolina. Private businesses can facilitate wide
adoption by developing standardized screening and referral platforms that can

operate across state lines, creating financial modeling tools that help providers ¢
risk-based contracts in new markets, and building evidence bases for specific so

interventions that can satisfy the ROI requirements of both public and private p



Oregon's Coordinated Care Organizatic
Model 2.0: Community-Driven Healthc:
Transformation

Oregon's Coordinated Care Organization (CCO) Model represents one of the na
most comprehensive approaches to community-centered healthcare transformat
Building on its first-generation CCO model implemented in 2012, Oregon launc
CCO 2.0 in 2020, enhancing requirements around value-based payment, social

determinants of health, and community engagement. The CCO framework integ
physical, behavioral, and dental care under regional organizations that operate v

global budgets and shared accountability for both cost and quality outcomes.

What distinguishes Oregon's approach is its emphasis on community governanc
local adaptation. Each CCO must maintain a community advisory council with
substantial representation from Medicaid members and community organizatiot
These councils help identify regional priorities and allocate resources toward
addressing the unique needs of their communities. CCOs must dedicate a portic
their budgets to health-related social needs and community health improvement

projects, creating a sustainable funding stream for upstream interventions.

Analysis through 2024 demonstrates the model's success in controlling costs wh
improving outcomes. An independent evaluation published in the New England
Journal of Medicine found that Oregon's CCOs achieved 7% lower cost growth

compared to matched control states, while simultaneously improving quality me
on 15 of 17 measures tracked. Particularly notable were improvements in matert
health outcomes, with CCO regions showing 23% lower rates of preterm births ¢

19% higher rates of timely prenatal care compared to pre-implementation baseli

The program has shown exceptional progress in integrating behavioral health wi
physical healthcare. Emergency department visits for mental health conditions

decreased by 18% in CCO service areas, while engagement in substance use diso
treatment increased by 29%. Patient experience surveys indicate significantly hig

satisfaction with care coordination, with 72% of CCO members reporting that tt



providers communicated effectively about their care compared to 53% in the pre

period.

Private businesses have found numerous opportunities within Oregon's CCO
framework. The emphasis on flexible, community-tailored solutions has created
demand for adaptable technology platforms that can be customized to local neec
while maintaining interoperability with state reporting systems. Companies pro
population health management solutions have expanded their offerings to incluc
modules addressing social determinants of health and community-level interven
The focus on value-based payment has created opportunities for firms offering

provider performance analytics and quality improvement tools.

Oregon's approach to behavioral health integration has been particularly attract
digital health companies. Several national telehealth providers have established
successful partnerships with CCOs to expand access to mental health services in
areas. Companies offering digital therapeutics for behavioral health conditions |
negotiated innovative value-based contracts with CCOs, creating precedents tha

could facilitate wider adoption of these emerging interventions.

The CCO model offers significant scaling potential, particularly for states seekii
comprehensive Medicaid transformation with strong community engagement
components. Elements of Oregon's approach have influenced program design in
Colorado, Rhode Island, and Vermont. For private entities seeking to facilitate
national scaling, key strategies include developing community engagement
methodologies that can be adapted to different regional contexts, creating techn
platforms that integrate clinical and social determinants data, and building evid
for community-level interventions that can satisfy the ROI requirements of dive

stakeholders.

Washington's Multi-payer Primary Care
Transformation Model: Revitalizing the
Foundation of Healthcare



Washington State's Multi-payer Primary Care Transformation Model represents
focused effort to address one of healthcare's most persistent challenges: the
underinvestment in primary care that contributes to system fragmentation and
overreliance on expensive acute services. Launched in 2019, the program brings
together public and private payers—including Medicaid, state employee benefit:
commercial insurers—to implement aligned payment models that increase inves
in primary care while providing practices with the resources needed to deliver

comprehensive, coordinated services.

The Washington model establishes standardized payment methodologies across
payers, combining per-member-per-month care management payments with
performance-based incentives and reduced reliance on fee-for-service reimburse
Participating practices receive support for practice transformation, including
technical assistance, data analytics, and learning collaboratives. A distinctive fee
of the program is its standardized measurement approach, which reduces

administrative burden on providers while creating actionable data for improven

Evaluation through 2024 demonstrates the model's success in generating positiv
returns for both payers and providers. An independent analysis by the Universit
Washington found that participating practices achieved 8-12% reductions in tot:
of care compared to non-participating practices, primarily through decreased

emergency department utilization (22% reduction) and avoidable hospital admis:
(17% reduction). Quality metrics showed significant improvement, particularly i
chronic disease management, with participating practices achieving 15% higher
of diabetes control and 23% higher rates of hypertension control compared to

baseline.

Patient experience has improved dramatically under the model, with participatii
practices showing a 31% increase in patient satisfaction scores related to access !
27% improvement in scores related to care coordination. Provider satisfaction h
similarly improved, with surveys indicating a 24% reduction in burnout symptor
among clinicians in participating practices compared to those in traditional pay;

models.



Private businesses have found numerous opportunities within Washington's pri;
care transformation framework. Technology companies have developed integrate
platforms that help practices manage care coordination workflows, track quality
metrics, and engage patients between visits. Consulting firms specializing in pre
transformation have established successful partnerships with regional clinic net
seeking to optimize performance under the new payment models. Companies off
remote patient monitoring solutions have found a receptive market among pract

seeking to better manage chronic conditions and reduce unnecessary utilization

The emphasis on behavioral health integration within primary care has created
particular opportunities for companies offering collaborative care solutions,
psychiatric consultation services, and digital behavioral health interventions. Se
national telehealth providers have established successful partnerships with
Washington practices, creating hybrid care models that combine virtual and in-j

services.

Washington's approach offers significant scaling potential, particularly for state
seeking to strengthen primary care without undertaking comprehensive paymen
reform. Elements of the model have influenced program design in Colorado,
Delaware, and Rhode Island. For private entities seeking to facilitate national sc
key strategies include developing technology platforms specifically designed for
transformed primary care practices, creating implementation toolkits that can b
adapted to different market environments, and building evidence bases for speci
primary care interventions that can satisfy the ROI requirements of diverse

stakeholders.

Common Elements of Successful State
Innovation Models

Despite their diverse approaches, the five state innovation models examined sha;
several common elements that contribute to their success. Understanding these
common factors provides important insights for private businesses seeking to er

with and scale these models.



First, all successful models incorporate value-based payment structures that alig
financial incentives with desired outcomes. These payment approaches vary in tl
specific mechanisms—from global budgets in Maryland and Pennsylvania to ble
payments in Washington—but all share the core principle of moving beyond

traditional fee-for-service reimbursement. This shift creates natural opportuniti
private companies that can help providers succeed under these new financial mc
including risk stratification tools, care management platforms, and performance

analytics.

Second, each model emphasizes robust data infrastructure and analytics capabil
The ability to collect, integrate, and analyze data across care settings and over ti
fundamental to managing population health and evaluating intervention outcom
This common element creates substantial opportunities for technology compani
that can help bridge data silos, extract actionable insights from complex dataset:

create user-friendly interfaces for clinicians and administrators.

Third, successful models incorporate meaningful engagement with stakeholders
beyond traditional healthcare providers. Whether through formal governance
structures as in Oregon's CCOs or through required partnerships as in
Massachusetts' ACO program, these initiatives recognize that healthcare
transformation requires engagement with community organizations, patients, ar
social service providers. This broadened stakeholder landscape creates opportur
for companies that can facilitate communication and coordination across these ¢

entities.

Fourth, all models explicitly address social determinants of health as essential fz
influencing healthcare outcomes and costs. This recognition creates opportuniti
innovative companies developing solutions that bridge healthcare and social ser
from screening and referral platforms to specialized interventions addressing sp

social needs such as housing, transportation, and food security.

Finally, successful models provide substantive support for implementation and
transformation. Recognizing that change management is as important as prograi

design, these initiatives incorporate technical assistance, learning collaboratives



transitional funding to help providers navigate the complex shift to new care mc
This emphasis on implementation support creates natural opportunities for
consulting firms, training organizations, and other entities specializing in healt}

transformation.

Strategic Entry Points for Private
Business

For private businesses seeking to engage with state healthcare innovation model
several strategic entry points offer particular promise for both impact and sustai

business development.

Technology infrastructure represents perhaps the most immediate opportunity.

successful state innovation models require robust data platforms to track outcor
coordinate care, and manage financial performance. Yet many providers—partic
smaller organizations and those in rural areas—Ilack the necessary technological
capabilities to succeed in these new models. Companies offering interoperable, 1
friendly solutions that address specific challenges within innovation models will

receptive markets across multiple states.

Implementation support services offer another valuable entry point. The transiti
from traditional healthcare delivery and payment approaches to innovative modze
requires significant operational changes, workforce development, and cultural
evolution. Organizations with expertise in change management, practice
transformation, and performance improvement can provide critical support to
providers navigating these complex transitions. By developing standardized yet
customizable approaches based on successful implementations, these organizati
can create scalable business models that grow alongside expanding state innovat

programs.

Care coordination services represent a third strategic opportunity. All successfu
innovation models emphasize coordination across care settings and between clin
and non-clinical services. Yet many providers lack the capacity to deliver effecti

coordination, particularly for complex patients with multiple needs. Companies



can provide specialized coordination services—either directly or through technc
enabled platforms—address a critical gap in current healthcare delivery while

aligning perfectly with the goals of state innovation models.

Capital formation offers a less obvious but potentially transformative entry poin
Many promising healthcare innovations struggle to scale due to misalignment
between traditional investment timeframes and the longer-term returns associat
with population health improvement. Financial organizations that can develop
specialized investment vehicles addressing this misalignment—perhaps through
impact bonds, blended capital structures, or risk-sharing arrangements—can pl:

crucial role in accelerating the scaling of successful models.

Finally, evidence generation represents a strategic opportunity that spans all
successful innovation models. Despite growing evidence of positive returns, mar
innovative approaches—particularly those addressing social determinants of hes
still lack the robust, quantitative evidence base that payers and policymakers rec
for broader adoption. Organizations that can help generate this evidence throug
rigorous evaluation methodologies, economic modeling, and outcomes research

provide essential support for scaling while developing valuable intellectual prop

Navigating Regulatory Complexity and
State Variation

For private businesses seeking to scale successful state innovation models, navig
regulatory complexity and state-to-state variation represents a significant challe
Each state operates within its own legislative framework, with differences in Me
program design, insurance market regulation, scope of practice laws, and data p
requirements. These variations can complicate efforts to transfer successful moc

across state lines.

Strategic approaches to addressing this challenge include developing modular
solutions that can be configured to different regulatory environments, building
partnerships with organizations that have deep knowledge of state-specific

requirements, and engaging proactively with multi-state collaboratives focused «



healthcare innovation. Companies that develop expertise in translating innovatic
models across regulatory contexts can create significant competitive advantages

accelerating national scaling.

The federal-state partnership nature of Medicaid adds additional complexity, as
must typically secure federal approval for significant program changes. Private
businesses can navigate this complexity by developing thorough understanding «
federal waiver processes, aligning solutions with federal policy priorities, and
building relationships with organizations that specialize in federal-state healthc
policy. Companies that can help states design programs that meet federal
requirements while addressing local needs occupy a valuable position in the

healthcare innovation ecosystem.

Building Effective Public-Private
Partnerships

Successful scaling of state healthcare innovation models ultimately depends on

effective public-private partnerships that leverage the complementary strengths
government and business. Government brings legitimate authority, consistent fu
streams, and the ability to align multiple stakeholders around shared goals. Priv
enterprise brings technological innovation, implementation expertise, and the al

to rapidly iterate solutions based on market feedback.

Effective partnerships begin with clear understanding of respective roles and

capabilities. Private businesses that approach public partnerships with realistic
expectations about timeframes, decision processes, and performance metrics pos
themselves for sustainable collaboration. Similarly, state agencies that recognize
need for reasonable returns on private investment and create space for innovatic

within program requirements foster productive partnerships.

Transparency, particularly around data sharing and performance measurement, -
the foundation of successful public-private partnerships in healthcare innovatio
Models that incorporate standardized, objective measures of success create

accountability while reducing uncertainty for private partners. Similarly, clear d



governance frameworks that protect privacy while enabling analysis support evi

based improvement.

The most effective partnerships build in mechanisms for continuous learning an
adaptation. Healthcare innovation inevitably involves uncertainty, and both pub
and private partners benefit from approaches that allow for refinement based on
emerging evidence. Staged implementation, pilot testing, and formal evaluation

frameworks all support this adaptive approach while managing risk for all partis

Conclusion: A Path Forward for Nation:
Scaling

The five state healthcare innovation models examined in this analysis demonstra
conclusively that public-private collaboration can produce healthcare delivery a
payment approaches that improve outcomes while controlling costs. The evidenc
from Pennsylvania, Maryland, Massachusetts, Oregon, and Washington suggests
these models have moved beyond theoretical promise to practical success, gener:

positive returns for payers, providers, and patients alike.

The challenge—and opportunity—now lies in scaling these proven approaches
nationally. This scaling requires thoughtful collaboration between government
entities that have pioneered successful models and private businesses that can p
the technology, implementation support, and capital needed for broader adoptic
identifying strategic entry points, navigating regulatory complexity, and buildin,
effective partnerships, private enterprises can play a pivotal role in accelerating

essential transformation.

The stakes could not be higher. As healthcare costs continue to rise and disparit
access and outcomes persist, the status quo becomes increasingly untenable. Yet
innovation models examined here provide reason for optimism. They demonstra
with the right combination of payment reform, care model transformation, techi
infrastructure, and stakeholder engagement, a more sustainable healthcare syste

within reach.



For private businesses committed to both impact and growth, engagement with
healthcare innovation represents a compelling opportunity. By aligning business
objectives with the triple aim of better care, better health, and lower costs, these
enterprises can build sustainable business models while contributing to one of t
most important transformations in American society. The path forward requires
patience, adaptability, and commitment to evidence-based approaches—but for

organizations willing to make this investment, the potential rewards in both bus

growth and societal impact are substantial.
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