A BETTER WAY TO PAY FOR MATERNITY CARE
A.

Bundled Payments for Labor, Delivery, and Neonatal Care

Instead of paying hospitals, birth centers, physicians, and certified nurse midwives
separately for labor and delivery services, a single, prospectively-defined amount should be paid
to cover the expected cost of both hospital care and the services of all physicians, midwives, and
other professionals involved in a mother’s care during and immediately following labor and
delivery.
In addition, instead of paying separately for neonatal care of the infant, the single
payment should also cover the expected cost of neonatal care of the infant, including any
neonatal intensive care (NICU) services.
The amount of the payment should be adjusted based on maternal risk factors and
complications associated with the pregnancy in order to reflect the fact that more complicated
pregnancies and fetal problems will require more complex care, and to discourage providers
from “cherry-picking” lower-risk cases. Also, additional (outlier) payments should be made to
cover all or part of the extra costs of care for mothers or infants who require an unusually high
number of hospital or physician services. However, the payment would not be increased to
cover additional services that are provided for discretionary reasons or for services that are
required as a result of elective procedures, such as non-medically indicated early term deliveries.
The risk factors used to adjust payment levels should be based on objective factors about
a mother or baby that experts agree make it likely that additional services will be needed in order
to delivery high quality care. The risk factors attributed to specific patients should be monitored
by an independent, neutral organization to encourage accurate coding.
Special outlier payments or other payment adjustments may be needed to help the
providers receiving the bundled payment to manage costs when certain services can only be
provided by other providers that are “out of network” or that charge high prices for specialized
care (e.g., transfers for NICU care).
Hospitals, birth centers, physicians, and nurse midwives will need to select or form an
appropriate entity which can contract with payers to accept the single payment and divide it
among the participating providers.

B.

Warrantied Payments for Labor and Delivery

No additional payment should be made to maternity care providers for services needed to
address a preventable adverse event that occurs during labor and delivery. However, the amount
of the payment for labor, delivery, and neonatal care should be set at a level which is adequate to
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cover both (1) the cost of problem-free labor and delivery and (2) the costs of treating achievably
low rates of preventable adverse events for mothers and infants who have similar risk factors and
pregnancy complications.
If physicians who were not involved in the labor and delivery are needed to treat the
result of a preventable adverse event, or if the mother or infant need to be transferred to a
different facility to deal with a preventable adverse event, those physicians or facilities should
still be paid, but the amount they are paid should be deducted from the payment made to the
primary maternity care providers.
The maternity care providers should not be permitted to bill the patient for any
unreimbursed costs associated with the preventable adverse events.
Maternity care providers and payers should reach agreement on the specific situations
which would be defined as “preventable adverse events.” The list of preventable adverse events
covered by the warranty may start with a small number of situations and then expand over time
to cover additional situations.
The rates of all preventable adverse events should be measured by all maternity care
providers and publicly reported.

C.

Limited Payment Differentials Based on Delivery Method

In general, the amount paid for labor and delivery should not vary based on the method of
delivery used, i.e., for women with any particular combination of risk factors and complications,
the payment should be the same regardless of whether vaginal delivery or Cesarean section is
used. The payment amount should be based on a weighted average of the costs of C-sections and
vaginal deliveries, with the weighting based on best practice benchmarks for the appropriate rate
of C-sections, and with the weighting and costs risk-adjusted based on characteristics of the
mother and baby.
However, it may be desirable to explicitly increase the payment amount for Vaginal
Births After C-Section (VBACs), i.e., second and subsequent births to mothers who have
previously delivered by C-section, in order to encourage greater use of VBACs. It may also be
desirable to explicitly reduce the payment for non-medically indicated C-sections in order to
discourage their use.

D.

Reduced Payment for Elective Early-Term and Pre-Term Deliveries

The payment for labor and delivery should be reduced significantly for elective (i.e., nonmedically indicated) early-term and pre-term deliveries, whether they are vaginal or by Csection.
Although some stakeholders feel that no payment at all should be made for such
deliveries because of the potential for harm to the baby, complete non-payment may conflict
with the obligations of health plans to pay for labor and delivery, and non-payment will also
likely make decisions about what is “elective” more contentious. It is important to note that even
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if no explicit reduction in payment is made for elective early deliveries, the bundling of neonatal
care costs into the labor and delivery payment will significantly disincent such early deliveries
because of the high likelihood that early-term and pre-term babies will require an expensive
NICU stay with no increase in payment to cover the extra cost.
The maternity care providers should not be permitted to bill the patient for any
unreimbursed costs associated with elective early deliveries.

E.

Unbundled Payment for Prenatal Care Services

Physicians and certified nurse midwives should be paid fees for prenatal care services
separately from payment for labor and delivery and post-partum care, in order to encourage and
support the delivery of high-quality prenatal care. (This means that the current- “global fee” that
covers both prenatal care and labor and delivery would be discontinued.) Pay-for-performance
bonuses and penalties should also be paid based on whether early prenatal care is provided and
based on the rates at which evidence-based processes are used during prenatal care.
Consideration should be given to paying for “community navigators” to help low-income
women access prenatal care and other services needed to support good pregnancy outcomes.
Efforts should also be made to connect and coordinate maternity care and more general health
and wellness programs, both during and prior to pregnancy. A coordinated, regional approach
will be needed to effectively manage the care of women with high-risk pregnancies.
Pregnancy outcomes, e.g., the rate of premature delivery, low-birthweight babies, etc.
should be publicly reported in order to evaluate the effectiveness of prenatal care processes and
encourage greater compliance with proven processes. Small maternity care providers may need
some funding support to help them cover the cost of the necessary data collection.

F.

Benefit Changes for Mothers to Improve Maternity Care Outcomes

Copayments should be reduced or eliminated for visits that pregnant women make to
their maternity care provider. If copayments are not eliminated for such visits, they should be
further reduced for women who use maternity care providers that provide a full range of
coordinated services (i.e., a “maternity care medical home”).
Copayments should also be reduced for medications and other treatments that maternity
care providers prescribe to help mothers manage their pregnancy.
Pregnant women should receive financial incentives to encourage them to improve their
health and adhere to prenatal care plans developed with their maternity care provider. In
addition, all women of child-bearing age should receive incentives to complete an education
program about pregnancy, ideally before conception and again during pregnancy. For
commercially insured women, the incentive could be a reduction in their insurance premium; for
women covered by the Medicaid program, the incentive could be a cash payment.
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G.

Encouraging Use of High Quality/Low-Cost Maternity Care Providers

Pregnant women should be given information on the quality and cost of different
maternity care providers to help them select the highest-value providers. However, teaching
hospitals should not be disadvantaged in price comparisons simply because of their need to cover
the additional costs of medical education through their payments for labor and delivery.
Copayments should be reduced or eliminated for low-income women (and potentially for
all women) if they choose providers that deliver high-quality, low-cost maternity care.

H.

Determination of Payment Amounts for Maternity Care

Maternity care providers should propose appropriate payment levels for the bundled,
warrantied maternity care payments, and then negotiate the final payment levels with health
insurance plans and other payers. Payers may then choose to assign providers to different cost
“tiers” based on these prices for use in the education and incentive programs for mothers
described above.
The payment levels should differ for mothers with different levels of risk or pregnancy
complications. An independent, objective method of verifying a woman’s risk level needs to be
established in order to assure payers that risk levels and payment amounts are being determined
accurately.
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