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Value-Based Payment 1.0

Paying for Quality

2000 2010 2021

VALUE-BASED PAYMENT 1.0
Pay for Performance

Quality Measures + 
Bonuses/Penalties
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Value-Based Payment 1.0

Has Failed to Achieve Goals

2000 2010 2021

VALUE-BASED PAYMENT 1.0
Pay for Performance

Quality Measures + 
Bonuses/Penalties

FAILURE:
• Little Improvement in Quality
• Huge Administrative Burden
• Increase in Disparities
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Value-Based Payment 2.0

Alternative Payment Models

2000 2010 2021

VALUE-BASED PAYMENT 1.0
Pay for Performance

Quality Measures + 
Bonuses/Penalties

VALUE-BASED PAYMENT 2.0
Alternative Payment Models

Quality Measures +
Risk-Based Payment

FAILURE:
• Little Improvement in Quality
• Huge Administrative Burden
• Increase in Disparities
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Value-Based Payment 2.0

Has Failed to Achieve Goals

2000 2010 2021

VALUE-BASED PAYMENT 1.0
Pay for Performance

Quality Measures + 
Bonuses/Penalties

VALUE-BASED PAYMENT 2.0
Alternative Payment Models

Quality Measures +
Risk-Based Payment

FAILURE:
• Little Improvement in Quality
• Huge Administrative Burden
• Increase in Disparities

• Little Savings
• Provider Consolidation
• Increase in Disparities

FAILURE:
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What Should Be the Future of

Value-Based Payment?

2000 2010 2021

VALUE-BASED PAYMENT 1.0
Pay for Performance

Quality Measures + 
Bonuses/Penalties

VALUE-BASED PAYMENT 2.0
Alternative Payment Models

Quality Measures +
Risk-Based Payment

FAILURE:
• Little Improvement in Quality
• Huge Administrative Burden
• Increase in Disparities

• Little Savings
• Provider Consolidation
• Increase in Disparities

FAILURE:

VALUE-BASED PMT 3.0

?



Why Basing Payment
on Quality Measures

Doesn’t Improve Quality



Why Basing Payment
on Quality Measures

Doesn’t Improve Quality

EXAMPLE
The most commonly used quality measure:

Poor Diabetes Control
(% patients with HbA1c > 9.0%)
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Little Improvement in Quality

After a Decade of P4P

20-50% of Patients with Diabetes
Had Poorly Controlled Blood Sugar

in 2010 and in 2018-2019
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Little Improvement in Quality

After a Decade of P4P

20-50% of Patients with Diabetes
Had Poorly Controlled Blood Sugar

in 2010 and in 2018-2019

Does This Mean 20-50% of Patients

Are Receiving Poor Quality Care?
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Evaluating the Quality of Care

for 3 Hypothetical Patients

Quality of 

Care:

HbA1c at

Start of 

Year

Care Delivered

During Year

HbA1c at

End of 

Year

Standard Diabetes Quality Measure:

% of Diabetic Patients with HbA1c > 9%
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Patient #1 Receives Appropriate

Care and Improves Significantly

Quality of 

Care:

HbA1c at

Start of 

Year

Care Delivered

During Year

HbA1c at

End of 

Year

According to

the Measure:

13%

Patient receives all 

appropriate 

evidence-based care

10%

Standard Diabetes Quality Measure:

% of Diabetic Patients with HbA1c > 9%
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Diabetes Quality Measure 

Ignores the  atient’s Improvement

Quality of 

Care:

HbA1c at

Start of 

Year

Care Delivered

During Year

HbA1c at

End of 

Year

According to

the Measure:

13%

Patient receives all 

appropriate 

evidence-based care

10% Poor quality

Standard Diabetes Quality Measure:

% of Diabetic Patients with HbA1c > 9%
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In Reality, The Patient May Have 

Improved As Much As Possible

Quality of Care:

HbA1c at

Start of 

Year

Care Delivered

During Year

HbA1c at

End of 

Year

According to

the Measure: In Reality:

13%

Patient receives all 

appropriate 

evidence-based care

10% Poor quality Good quality

Standard Diabetes Quality Measure:

% of Diabetic Patients with HbA1c > 9%
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Patient #2 Receives Poor Care 

and HbA1c Worsens

Quality of Care:

HbA1c at

Start of 

Year

Care Delivered

During Year

HbA1c at

End of 

Year

According to

the Measure: In Reality:

13%

Patient receives all 

appropriate 

evidence-based care

10% Poor quality Good quality

7%
Patient does not receive 

evidence-based care
8%

Standard Diabetes Quality Measure:

% of Diabetic Patients with HbA1c > 9%
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Diabetes Quality Measure 

Ignores the  atient’s Deterioration

Quality of Care:

HbA1c at

Start of 

Year

Care Delivered

During Year

HbA1c at

End of 

Year

According to

the Measure: In Reality:

13%

Patient receives all 

appropriate 

evidence-based care

10% Poor quality Good quality

7%
Patient does not receive 

evidence-based care
8% Good quality

Standard Diabetes Quality Measure:

% of Diabetic Patients with HbA1c > 9%
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In Reality, The Patient Should

Have Received Much Better Care

Quality of Care:

HbA1c at

Start of 

Year

Care Delivered

During Year

HbA1c at

End of 

Year

According to

the Measure: In Reality:

13%

Patient receives all 

appropriate 

evidence-based care

10% Poor quality Good quality

7%
Patient does not receive 

evidence-based care
8% Good quality Poor quality

Standard Diabetes Quality Measure:

% of Diabetic Patients with HbA1c > 9%
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 atient #   an’t    or  

Diabetes Medications

Quality of Care:

HbA1c at

Start of 

Year

Care Delivered

During Year

HbA1c at

End of 

Year

According to

the Measure: In Reality:

13%

Patient receives all 

appropriate 

evidence-based care

10% Poor quality Good quality

7%
Patient does not receive 

evidence-based care
8% Good quality Poor quality

10%

Patient cannot afford to 

take medications needed 

for diabetes but primary 

care practice helps patient 

avoid getting worse

10%

Standard Diabetes Quality Measure:

% of Diabetic Patients with HbA1c > 9%
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Diabetes Quality Measure 

Ignores What Is Feasible

Quality of Care:

HbA1c at

Start of 

Year

Care Delivered

During Year

HbA1c at

End of 

Year

According to

the Measure: In Reality:

13%

Patient receives all 

appropriate 

evidence-based care

10% Poor quality Good quality

7%
Patient does not receive 

evidence-based care
8% Good quality Poor quality

10%

Patient cannot afford to 

take medications needed 

for diabetes but primary 

care practice helps patient 

avoid getting worse

10% Poor quality

Standard Diabetes Quality Measure:

% of Diabetic Patients with HbA1c > 9%
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In Reality, The Patient Likely 

Received the Best Care Possible

Quality of Care:

HbA1c at

Start of 

Year

Care Delivered

During Year

HbA1c at

End of 

Year

According to

the Measure: In Reality:

13%

Patient receives all 

appropriate 

evidence-based care

10% Poor quality Good quality

7%
Patient does not receive 

evidence-based care
8% Good quality Poor quality

10%

Patient cannot afford to 

take medications needed 

for diabetes but primary 

care practice helps patient 

avoid getting worse

10% Poor quality
Acceptable

quality

Standard Diabetes Quality Measure:

% of Diabetic Patients with HbA1c > 9%



What Happens if You 
Pay Physicians

Based on Their Performance
on the HbA1c Quality Measure?
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Assume 10 New Diabetic Patients

Enroll in a Primary Care Practice

Patient
Year 1
HbA1c

#1 6.5
#2 7.0
#3 7.5
#4 8.0
#5 8.5
#6 9.0
#7 9.5

#8 10.0

#9 10.5

#10 11.0

% > 9 40%

10 Diabetic
Patients:



23©  Center for Healthcare Quality and Payment Reform  www.CHQPR.org

Physician A Improves HbA1c

for All of the Diabetic Patients

Physician A

Patient
Year 1
HbA1c

Year 2 
HbA1c Change

#1 6.5 6.5 0
#2 7.0 6.5 -0.5
#3 7.5 7.0 -0.5
#4 8.0 7.5 -0.5
#5 8.5 8.0 -0.5
#6 9.0 8.5 -0.5
#7 9.5 9.0 -0.5

#8 10.0 9.5 -0.5

#9 10.5 10.0 -0.5

#10 11.0 10.5 -0.5

% > 9 40% 30% -10%

All patients
have improved
diabetes control

Quality 
measure
improves

10 Diabetic
Patients:
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Physician B Helps 2 Patients,

Ignores the Others

Physician A Physician B

Patient
Year 1
HbA1c

Year 2 
HbA1c Change

Year 2
HbA1c Change

#1 6.5 6.5 0 7.5 +1.0
#2 7.0 6.5 -0.5 8.0 +1.0
#3 7.5 7.0 -0.5 8.5 +1.0
#4 8.0 7.5 -0.5 9.0 +1.0
#5 8.5 8.0 -0.5 9.0 +0.5
#6 9.0 8.5 -0.5 9.0 0.0
#7 9.5 9.0 -0.5 9.0 -0.5

#8 10.0 9.5 -0.5 9.0 -1.0

#9 10.5 10.0 -0.5 10.5 0.0

#10 11.0 10.5 -0.5 Dropped XXX

% > 9 40% 30% -10% 11% -29%

2 patients
improve
control

1 patient
leaves care

5 patients
have
worse
control of
diabetes

Quality 
measure
improves
even more

10 Diabetic
Patients:
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Which Physician is Delivering

Higher-Quality Care??

Physician A Physician B

Patient
Year 1
HbA1c

Year 2 
HbA1c Change

Year 2
HbA1c Change

#1 6.5 6.5 0 7.5 +1.0
#2 7.0 6.5 -0.5 8.0 +1.0
#3 7.5 7.0 -0.5 8.5 +1.0
#4 8.0 7.5 -0.5 9.0 +1.0
#5 8.5 8.0 -0.5 9.0 +0.5
#6 9.0 8.5 -0.5 9.0 0.0
#7 9.5 9.0 -0.5 9.0 -0.5

#8 10.0 9.5 -0.5 9.0 -1.0

#9 10.5 10.0 -0.5 10.5 0.0

#10 11.0 10.5 -0.5 Dropped XXX

% > 9 40% 30% -10% 11% -29%

% Improved 90% 20%
% Worsened 0% 50%
% Dropped 0% 10%

The quality
measure says
Physician B

is better even
though 

most patients 
got worse
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Under P4P, B Could Get a Bonus

While A Might Be Penalized

Physician A Physician B

Patient
Year 1
HbA1c

Year 2 
HbA1c Change

Year 2
HbA1c Change

#1 6.5 6.5 0 7.5 +1.0
#2 7.0 6.5 -0.5 8.0 +1.0
#3 7.5 7.0 -0.5 8.5 +1.0
#4 8.0 7.5 -0.5 9.0 +1.0
#5 8.5 8.0 -0.5 9.0 +0.5
#6 9.0 8.5 -0.5 9.0 0.0
#7 9.5 9.0 -0.5 9.0 -0.5

#8 10.0 9.5 -0.5 9.0 -1.0

#9 10.5 10.0 -0.5 10.5 0.0

#10 11.0 10.5 -0.5 Dropped XXX

% > 9 40% 30% -10% 11% -29%

P4P BonusNo Bonus
or Penalty

10 Diabetic
Patients:

P4P (e.g. MIPS)
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P4P Has Been Studied to Death 

  It Doesn’t Work…
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But Like a Zombie,

P4P Refuses to Die

VALUE-BASED PAYMENT 1.0
Pay for Performance

Quality Measures + 
Bonuses/Penalties

VALUE-BASED PAYMENT 2.0
Alternative Payment Models

Quality Measures +
Risk-Based Payment
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Value-Based Payment 2.0

Focuses on Spending, Not Quality

VALUE-BASED PAYMENT 1.0
Pay for Performance

Quality Measures + 
Bonuses/Penalties

VALUE-BASED PAYMENT 2.0
Alternative Payment Models

Quality Measures +
Risk-Based Payment

Incentives to 
Improve Quality

Incentives to 
Reduce Spending
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Most Alternative Payment Models 

Have Failed to Reduce Spending

Medicare Alternative Payment Model

Medicare

Losses Savings

Accountable Care Organizations (ACOs)

MSSP 2013-2016 0.2%

MSSP 2017-2018 0.5%

MSSP 2019 1.0%

MSSP 2020 (Pandemic Year) 1.7%

Next Generation ACO Model 0.3%

Comprehensive Primary Care Initiative (CPCI) 1.0%

Comprehensive Primary Care Plus (CPC+) Track 1 2.0%

Comprehensive Primary Care Plus (CPC+) Track 2 3.0%

Comprehensive Care for Joint Replacement (CJR) 2.0%

Bundled Payments for Care Improvement (BPCI) Model 2 1.0%

Bundled Payments for Care Improvement (BPCI) Model 3 3.0%

Bundled Payments for Care Improvement Advanced (BPCI-A) 2.0%

Comprehensive ESRD Care 0.8%

Oncology Care Model (OCM) 1.1%

Independence at Home (created by Congress, not CMS) 3.0%
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Only Three Models Have

Achieved Savings

Medicare Alternative Payment Model

Medicare

Losses Savings

Accountable Care Organizations (ACOs)

MSSP 2013-2016 0.2%

MSSP 2017-2018 0.5%

MSSP 2019 1.0%

MSSP 2020 (Pandemic Year) 1.7%

Next Generation ACO Model 0.3%

Comprehensive Primary Care Initiative (CPCI) 1.0%

Comprehensive Primary Care Plus (CPC+) Track 1 2.0%

Comprehensive Primary Care Plus (CPC+) Track 2 3.0%

Comprehensive Care for Joint Replacement (CJR) 2.0%

Bundled Payments for Care Improvement (BPCI) Model 2 1.0%

Bundled Payments for Care Improvement (BPCI) Model 3 3.0%

Bundled Payments for Care Improvement Advanced (BPCI-A) 2.0%

Comprehensive ESRD Care 0.8%

Oncology Care Model (OCM) 1.1%

Independence at Home (created by Congress, not CMS) 3.0%
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How CMS Diagnoses the Problems 

and Proposes to Cure Them

CMS Diagnosis CMS Proposed Cure

“Voluntary mo els…limit the potential 
savings…be ause parti ipants opt in 
when they believe they will benefit 
financially and opt out (or never join) when 
they believe they are at risk  or losses.”

Mandatory participation in CMS APMs



Why Woul n’t  rovi ers
Want to Participate in 

CMS Alternative Payment Models?



Why Woul n’t  rovi ers
Want to Participate in 

CMS Alternative Payment Models?

EXAMPLE:
How Accountable Care Organizations (ACOs)

are Paid Under the 
Medicare Shared Savings Program
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Fee-for-
Service

Spending
(Baseline

Years)

 tep     reate “Ben hmark”

Based on Past ACO Spending

$

Benchmark

Baseline
Years

ACO
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Current
Fee-for-
Service

Spending

Past
Fee-for-
Service

Spending

 tep     easure    ’s  urrent 

Spending Against Benchmark

$

Benchmark

Savings

Baseline
Years

Performance
Year

ACO

Benchmark is
increased each
year based on
national and
regional spending
growth
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Future
Fee-for-
Service

Payments

Current
Fee-for-
Service

Spending

Past
Fee-for-
Service

Spending

 tep  a   ay a “ hare   avings” 

Bonus if Spending Decreases

$

Bonus

Benchmark

Savings

Baseline
Years

Performance
Year

Performance
Year + 1

Rewarded for 
reducing spending

ACO
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Benchmark

Future
Fee-for-
Service

Payments

Future
Fee-for-
Service

Payments

Current
Fee-for-
Service

Spending

Past
Fee-for-
Service

Spending

Step 3b: Penalize Downside Risk 

ACOs if Spending Increases

$

Bonus

Benchmark

Savings

Baseline
Years

Performance
Year

Performance
Year + 1

Baseline
Years

Performance
Year

Performance
Year + 1

Current
Fee-for-
Service

Spending

Past
Fee-for-
Service

Spending

Baseline
Years

Performance
Year

Performance
Year + 1

Reduced
Payment

Rewarded for 
reducing spending

Penalized for failure
to control spending

ACO #2ACO #1



39©  Center for Healthcare Quality and Payment Reform  www.CHQPR.org

BenchmarkBenchmark

Future
Fee-for-
Service

Payments

Future
Fee-for-
Service

Payments

Current
Fee-for-
Service

Spending

Past
Fee-for-
Service

Spending

Step 3c: Pay Standard FFS

if Spending = Benchmark

$

Bonus

Benchmark

Savings

Baseline
Years

Performance
Year

Performance
Year + 1

Future
Fee-for-
Service

Payments

Current
Fee-for-
Service

Spending

Past
Fee-for-
Service

Spending

Baseline
Years

Performance
Year

Performance
Year + 1

Current
Fee-for-
Service

Spending

Past
Fee-for-
Service

Spending

Baseline
Years

Performance
Year

Performance
Year + 1

Reduced
Payment

Rewarded for 
reducing spending

Penalized for failure
to control spending

Paid standard FFS
if spending is controlled

ACO #2ACO #1 ACO #3
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FFS
Payment

for
Necessary 
Services

Avoidable
Services

Necessary 
Services

Avoidable
Services

Necessary 
Services

Avoidable
Services

Works Well for ACOs With

a Lot of Avoidable Spending

$

Bonus

Benchmark

Savings

Baseline
Years

Performance
Year

Performance
Year + 1

ACO #1
Rewarded for reducing

avoidable spending
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Benchmark

Necessary 
Services

Baseline
Years

Performance
Year

Performance
Year + 1

Unmet
Needs

ACO #2

FFS
Payment

for
Necessary 
Services

Avoidable
Services

Necessary 
Services

Avoidable
Services

Necessary 
Services

Avoidable
Services

It Doesn’t Work Well  or    s

Whose Patients Have Unmet Needs

$

Bonus

Benchmark

Savings

Baseline
Years

Performance
Year

Performance
Year + 1

ACO #1
Rewarded for reducing

avoidable spending
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Benchmark

More
Necessary 
ServicesNecessary 

Services

Baseline
Years

Performance
Year

Performance
Year + 1

Unmet
Needs

ACO #2

FFS
Payment

for
Necessary 
Services

Avoidable
Services

Necessary 
Services

Avoidable
Services

Necessary 
Services

Avoidable
Services

If the ACO Provides More Services 

to    ress Unmet  ee s…

$

Bonus

Benchmark

Savings

Baseline
Years

Performance
Year

Performance
Year + 1

ACO #1
Rewarded for reducing

avoidable spending
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Benchmark

Under-
Payment

for
Necessary 
Services

More
Necessary 
ServicesNecessary 

Services

Baseline
Years

Performance
Year

Performance
Year + 1

Unmet
Needs

Increase
in

Spending

Reduced
Payment

ACO #2
Penalized for addressing

unmet patient needs

FFS
Payment

for
Necessary 
Services

Avoidable
Services

Necessary 
Services

Avoidable
Services

Necessary 
Services

Avoidable
Services

…That In reases  pen ing an 

Results in a Penalty

$

Bonus

Benchmark

Savings

Baseline
Years

Performance
Year

Performance
Year + 1

ACO #1
Rewarded for reducing

avoidable spending
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Benchmark

Under-
Payment

for
Necessary 
Services

Necessary 
Services

Necessary 
Services

Baseline
Years

Performance
Year

Performance
Year + 1

Higher
Rx Cost

Reduced
Payment

ACO #3
Penalized for costs
beyond its control

Benchmark

Under-
Payment

for
Necessary 
Services

More
Necessary 
ServicesNecessary 

Services

Baseline
Years

Performance
Year

Performance
Year + 1

Unmet
Needs

Increase
in

Spending

Reduced
Payment

ACO #2
Penalized for addressing

unmet patient needs

FFS
Payment

for
Necessary 
Services

Avoidable
Services

Necessary 
Services

Avoidable
Services

Necessary 
Services

Avoidable
Services

ACOs Can Also Be Penalized for

 ost In reases They  an’t  ontrol

$

Bonus

Benchmark

Savings

Baseline
Years

Performance
Year

Performance
Year + 1

ACO #1
Rewarded for reducing

avoidable spending
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More
Necessary 
Services

Increase
in

Spending

Benchmark

Under-
Payment

for
Necessary 
Services

Necessary 
Services

Necessary 
Services

Baseline
Years

Performance
Year

Performance
Year + 1

Higher
Rx Cost

Reduced
Payment

ACO #3
Penalized for costs
beyond its control

Benchmark

Under-
Payment

for
Necessary 
Services

Necessary 
Services

Baseline
Years

Performance
Year

Performance
Year + 1

Unmet
Needs

Reduced
Payment

ACO #2
Penalized for addressing

unmet patient needs

FFS
Payment

for
Necessary 
Services

Avoidable
Services

Necessary 
Services

Avoidable
Services

Necessary 
Services

Avoidable
Services

Is It Any Wonder Participation in

MSSP Is Limited & Decreasing?

$

Bonus

Benchmark

Savings

Baseline
Years

Performance
Year

Performance
Year + 1

ACO #1
Rewarded for reducing

avoidable spending

Why would ACO #2 and ACO #3
voluntarily participate in a program that 

penalizes them for providing care patients need
and for costs they can’t control?



What Would Happen

if Participation is Mandatory?
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Baseline
Years

Performance
Year

Performance
Year + 1

FFS
Payment

for
Necessary 
Services

Avoidable
Services

Necessary 
Services

Avoidable
Services

Necessary 
Services

Avoidable
Services

ACO #1 Would Continue

to Receive Bonuses

$

Bonus

Benchmark

Savings

Baseline
Years

Performance
Year

Performance
Year + 1

ACO #1
Rewarded for reducing

avoidable spending
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Benchmark

FFS
Payment

for
Services
Delivered

Fewer
Services

Than
Patients

Need

Necessary 
Services

Baseline
Years

Performance
Year

Performance
Year + 1

Unmet
Needs

ACO #2
Cannot address unmet

needs because of penalty

FFS
Payment

for
Necessary 
Services

Avoidable
Services

Necessary 
Services

Avoidable
Services

Necessary 
Services

Avoidable
Services

ACO #2 Could Not Address Patient 

Needs Because of Penalties

$

Bonus

Benchmark

Savings

Baseline
Years

Performance
Year

Performance
Year + 1

ACO #1
Rewarded for reducing

avoidable spending
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Benchmark

Under-
Payment

for
Necessary 
Services

Fewer
Services

Than
Patients

Need

Necessary 
Services

Baseline
Years

Performance
Year

Performance
Year + 1

ACO #3
Rewarded for

stinting on care

Benchmark

FFS
Payment

for
Services
Delivered

Fewer
Services

Than
Patients

Need

Necessary 
Services

Baseline
Years

Performance
Year

Performance
Year + 1

Unmet
Needs

ACO #2
Does not address unmet
needs to avoid penalty

FFS
Payment

for
Necessary 
Services

Avoidable
Services

Necessary 
Services

Avoidable
Services

Necessary 
Services

Avoidable
Services

Some ACOs Might Stint on Care to 

Avoid Penalties & Receive Bonuses

$

Bonus

Benchmark

Savings

Baseline
Years

Performance
Year

Performance
Year + 1

ACO #1
Rewarded for reducing

avoidable spending

Savings
From

Stinting Bonus
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Don’t     Quality  easures

Protect Against Undertreatment?
23 ACO Quality Measures
• At-Risk Population (25%)

• Diabetes Control (> 9% HbA1c)
• Hypertension Control
• Depression Remission

• Preventive Health (25%)
• Influenza Immunization
• Tobacco Use Screening/Intervention
• Depression Screening/Follow-up
• Colorectal Cancer Screening
• Breast Cancer Screening

• Care Coordination/Safety (25%)
• Hospital Readmission Rate
• Hospitalizations for Patients with

Multiple Chronic Conditions
• AHRQ Prevention Quality Indicator
• Screening for Fall Risk

• Patient/Caregiver Experience (25%)
• Timely Appointments
• Provider Communication
• Provider Rating
• Access to Specialists
• Health Education
• Shared Decision Making
• Health & Functional Status
• Stewardship of Patient Resources
• Courteous and Helpful Office Staff
• Care Coordination
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ACOs Are at Risk for Total Cost,

But Not for Total Quality of Care
23 ACO Quality Measures
• At-Risk Population (25%)

• Diabetes Control (> 9% HbA1c)
• Hypertension Control
• Depression Remission

• Preventive Health (25%)
• Influenza Immunization
• Tobacco Use Screening/Intervention
• Depression Screening/Follow-up
• Colorectal Cancer Screening
• Breast Cancer Screening

• Care Coordination/Safety (25%)
• Hospital Readmission Rate
• Hospitalizations for Patients with

Multiple Chronic Conditions
• AHRQ Prevention Quality Indicator
• Screening for Fall Risk

• Patient/Caregiver Experience (25%)
• Timely Appointments
• Provider Communication
• Provider Rating
• Access to Specialists
• Health Education
• Shared Decision Making
• Health & Functional Status
• Stewardship of Patient Resources
• Courteous and Helpful Office Staff
• Care Coordination

No Measures to Assure:

• Evidence-based treatment 
for cancer

• Effective management of
cancer treatment side effects

• Evidence-based treatment
for rheumatoid arthritis

• Evidence-based treatment
of inflammatory bowel disease

• Rapid treatment and 
rehabilitation for stroke

• Effective management for 
joint pain and mobility

• Effective management of 
back pain and mobility

• Access to and quality of care 
for many other conditions



How Much Could an ACO Save

By Stinting on Care?
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Treatment Costs Vary Dramatically 

Based on Type of Lung Cancer

11 Different Chemotherapy/Immunotherapy Regimens

Ranging from $2,500 to $105,000

Depending on Patient Characteristics

Ward JC et al.  

“Impa t on  n ology  ra ti es o  In lu ing Drug  osts in Bun le   ayments”

Journal of Oncology Practice 14(5), May 2018

Average Cost:
$52,000
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Lung Cancer Cases in an ACO 

Involve a Lot of Spending

11 Different Chemotherapy/Immunotherapy Regimens

Ranging from $2,500 to $105,000

Depending on Patient Characteristics

Ward JC et al.  

“Impa t on  n ology  ra ti es o  In lu ing Drug  osts in Bun le   ayments”

Journal of Oncology Practice 14(5), May 2018

Average Cost:
$52,000

Lung Cancer
Incidence in

65+ Population:
300/100,000

= 30 Cases
in a 

10,000 Member
ACO

>$1.5 Million for
Chemo Alone



55©  Center for Healthcare Quality and Payment Reform  www.CHQPR.org

Giving Inadequate Treatments to 

15 Patients = 1.2% ACO Savings

Average Cost:
$52,000

Reduction
     O’ 

Total
Spending:

1.2%

Average Cost:
$13,000

Lung Cancer
Incidence in

65+ Population:
300/100,000

= 30 Cases
in a 

10,000 Member
ACO

>$1.5 Million for
Chemo Alone

Withhold high-cost drugs
from patients who need them
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 pe ialists  ren’t Dire tly    e te  

by Payments to ACOs

MEDICARE & OTHER PAYERS

Fee-for-Service
Payment

Shared Savings
Program

Accountable Care 
Organization (ACO)

Primary
Care

Orthopedic
Surgery

Medical
Oncology

Other
Specialties
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Even if the ACO Receives a Bonus,

Little/None of It May Reach Doctors

MEDICARE & OTHER PAYERS

Fee-for-Service
Payment

Shared Savings
Program

Accountable Care 
Organization (ACO)

ACO Expenses
• ACO Management
• Consultants
• IT Systems
• Care Managers

Bonuses for Providers??

Primary
Care

Orthopedic
Surgery

Medical
Oncology

Other
Specialties
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Very Few Payment Models

Exist for Individual Specialties

MEDICARE & OTHER PAYERS

Fee-for-Service
Payment

Shared Savings
Program

Alternative
Payment
Models

Accountable Care 
Organization (ACO)

ACO Expenses
• ACO Management
• Consultants
• IT Systems
• Care Managers

Bonuses for Providers??

Primary
Care

Orthopedic
Surgery

Medical
Oncology

Other
Specialties
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Only the Joint Replacement APMs

Have Reduced Spending

MEDICARE & OTHER PAYERS

Fee-for-Service
Payment

Alternative
Payment
Models

Orthopedic
Surgery

Comprehensive Care 
for Joint Replacement 

(CJR)
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Joint Surgery Patients Receive 

Many Services After Discharge

Joint 
Surgery 

in
Hospital

Post-Acute
Care

Hospital
Readmissions

Improved
Mobility &
Reduced

Pain

Patient
w/ Pain &
Limited
Mobility

Other
Medical
Services
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Goal of CJR: Reducing $ for 

Post-Acute Care & Readmissions

Joint 
Surgery 

in
Hospital

Post-Acute
Care

Hospital
Readmissions

Patient
w/ Pain &
Limited
Mobility

Lower-Cost
Post-Acute 

Care

No Hospital
Readmissions

Other
Medical
Services

90 Days Post-Discharge

Other
Medical
Services

JOINT RE L  EMENT “E ISO E”

CMMI Comprehensive Care for Joint Replacement (CJR)

Bonus Savings Savings
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Problem #1 with CJR:

No Penalty for Worse Outcomes

Joint 
Surgery 

in
Hospital

Hospital
Readmissions

Patient
w/ Pain &
Limited
Mobility

Lower-Cost
Post-Acute 

Care

No Hospital
Readmissions

Other
Medical
Services

90 Days Post-Discharge

Bonus Savings

Other
Medical
Services

Savings

Improved
Mobility &
Reduced

Pain

Reduced
Mobility
and/or

Increased
Pain

No
Penalty

JOINT RE L  EMENT “E ISO E”

Post-Acute
Care
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Measures of Complications & 

Experience, Not Outcomes/Pain
CJR Quality Measures

• Post-surgical complications
during 90 days after surgery

• HCAHPS patient experience
survey, except for pain 
management questions

No Measures to Assure:

• Controlled post-surgical pain

• Improved ability to walk

• Reduction in osteoarthritis pain
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Problem #2: Target Prices

Are Based on Average Spending

Joint 
Surgery 

in
Hospital

Post-Acute
Care

Hospital
Readmissions

Improved
Mobility &
Reduced

Pain

“ verage”
Patient

Other
Medical
Services

“T           ”    B   d    Average Spending
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Hospitals With Lower-Need 

Patients Will Likely Get Bonuses

Joint 
Surgery 

in
Hospital

Post-Acute
Care

Hospital
Readmissions

Improved
Mobility &
Reduced

Pain

“ verage”
Patient

Joint 
Surgery 

in
Hospital

Low-Cost
Post-Acute 

Care

Healthy
Patient
With
Good
Home

Support

No Hospital
Readmissions

Other
Medical
Services

Bonus Lower
Cost

Improved
Mobility &
Reduced

Pain

Lower
Cost

“T           ”    B   d    Average Spending

Other
Medical
Services
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Hospitals With Higher-Need 

Patients Will Receive Penalties

Joint 
Surgery 

in
Hospital

Post-Acute
Care

Hospital
Readmissions

Improved
Mobility &
Reduced

Pain

“ verage”
Patient

Other
Medical
Services

Joint 
Surgery 

in
Hospital

High Cost
Post-Acute

Care

Hospital
Admission

Unrelated to
Joint Surgery

Improved
Mobility &
Reduced

Pain

Patient
With

Chronic
Disease,
No Home
Support

Many
Other

Medical
Services

Higher
Cost

Higher
CostPenalty Higher

Cost
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Evidence of Financial Penalties for

Serving Higher-Risk Patients

“The [Comprehensive Care for 
Joint Replacement] model may 
have been associated with 
worsening of racial/ethnic and 
socioeconomic disparities in 
[Total Knee Replacement] 
use.”

42% Fewer
Safety-Net Hospitals

Qualified for Bonuses,
and

Bonuses for
Safety-Net Hospitals
Were 39% Smaller

Than for
Non-Safety-Net Hospitals
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Mandating Participation Means 

High- ee   atients Won’t Get  are

Joint 
Surgery 

in
Hospital

Post-Acute
Care

Hospital
Readmissions

Improved
Mobility &
Reduced

Pain

“ verage”
Patient

Joint 
Surgery 

in
Hospital

Low-Cost
Post-Acute 

Care

Healthy
Patient
Who

Doesn’t
Need

Surgery

No Hospital
Readmissions

Other
Medical
Services

Joint 
Surgery 

in
Hospital

High Cost
Post-Acute

Care

Hospital
Admission

Unrelated to
Joint Surgery

Patient
With

Chronic
Disease,
No Home
Support

Many
Other

Medical
Services

Limited
Change

in
Mobility
or Pain

Other
Medical
Services
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Necessary 
Services

Avoidable
Services

   I    s Require a “Dis ount”

on Spending Below the Benchmark

$
Benchmark

Baseline
Years

Required to
reduce spending

APM Participant

Target Price
“     u  ”

In contrast to the Medicare 
Shared Savings Program which
merely encourages providers to
reduce spending below 
past (benchmark) levels,
CMMI tries to guarantee
savings in APMs by 
  qu        “d    u   ”

The discount is an arbitrary
number (e.g., 2-3%) that
applies to all APM participants
regardless of whether the
APM patients are currently 
receiving more or fewer 
services than they need.

     qu    y,     “T           ” 
may be higher or lower 
than what is needed for 
high-quality patient care.
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FFS
Payment

for
Necessary 
Services

Avoidable
Services

Necessary 
Services

Avoidable
Services

Bonus

Savings

Performance
Year

Performance
Year + 1

Necessary 
Services

Avoidable
Services

APM Participant is Only Rewarded 

i   pen ing < “Target  ri e”

$
Benchmark

Baseline
Years

Required to
reduce spending

APM Participant

Target Price
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Necessary 
Services

FFS
Payment

for
Necessary 
Services

Avoidable
Services

Necessary 
Services

Avoidable
Services

Bonus

Savings

Performance
Year

Performance
Year + 1

Necessary 
Services

Avoidable
Services

CMMI Demands a Discount Even

if Patients Need More Services

$
Benchmark

Baseline
Years

Required to
reduce spending

APM Participant

Target Price

Benchmark

Baseline
Years

Performance
Year

Performance
Year + 1

Target Price

APM Participant
Paid less than
what is needed

Unmet
Needs

“     u  ”
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Under-
Payment

for
Necessary 
Services

No
Change

in
Services

Necessary 
Services

FFS
Payment

for
Necessary 
Services

Avoidable
Services

Necessary 
Services

Avoidable
Services

Bonus

Savings

Performance
Year

Performance
Year + 1

Necessary 
Services

Avoidable
Services

APM Participant May Be Underpaid

For Delivering Necessary Care

$
Benchmark

Baseline
Years

Required to
reduce spending

APM Participant

Target Price

Benchmark

Baseline
Years

Performance
Year

Performance
Year + 1

Reduced
Payment

Target Price

APM Participant
Paid less than
what is needed

Since the
Target Price 
is not based on 
what patients 
need, providers 
serving 
high-need 
patients would
be harmed by
participating.

Mandating
participation
in these APMs
would force
providers to
stint on care.

Unmet
Needs
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The Wrong Diagnosis Results

in the Wrong Treatment & No Cure

WRONG Diagnosis Wrong Cure

“Voluntary mo els…limit the potential 
savings…be ause parti ipants opt in 
when they believe they will benefit 
financially and opt out (or never join) when 
they believe they are at risk  or losses.”

Mandatory participation in CMS APMs
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We Need Better Payment Models,

Not Mandates for Bad Ones

WRONG Diagnosis Wrong Cure

“Voluntary mo els…limit the potential 
savings…be ause parti ipants opt in 
when they believe they will benefit 
financially and opt out (or never join) when 
they believe they are at risk  or losses.”

Mandatory participation in CMS APMs

CORRECT Diagnosis CORRECT Cure

CMS models penalize providers who care 
for higher-need patients and who deliver 
only necessary services.  

Develop better payment models that 
enable providers to deliver high-quality 
care to all types of patients
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CATEGORY 4

POPULATION-
BASED PAYMENT

CATEGORY 3

APMS BUILT ON
FEE-FOR-SERVICE
ARCHITECTURE

CATEGORY 2

FEE FOR SERVICE ģ
LINK TO QUALITY

& VALUE

CATEGORY 1

FEE FOR SERVICE ģ
NO LINK TO 

QUALITY & VALUE

Standard
Fee-for -
Service

Payment

Standard
Fee-for -
Service

Payment

P4P

Standard
Fee-for -
Service

Payment

Risk “ opulation-
Based

 ayment”

i.e.,

Capitation
and

Global
Budgets

CMS & Health Plans Say the Ideal 

is “ opulation-Base   ayment”
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Capitation
or

Global
Budget

Necessary 
Services

Capitation
or

Global
Budget

Future
Years

Necessary 
Services

Avoidable
Services

“ opulation-Base   ayment” 

Transfers Full Risk to Providers

$
Benchmark

Baseline
Years

Population-Based Pmt (Capitation/Global Budget)

Baseline
Years

Future
Years

Unmet
Needs

Discount

Benchmark

Discount

CMMI calculates capitation and
global budget amounts by
taking historical FFS payments
and reducing them by a 
“d    u  ”     u       
Medicare savings.

The discount is an arbitrary
number (e.g., 2-3%) that
applies to all participants
regardless of whether the
patients are currently 
receiving more or fewer 
services than they need.

Consequently, the payments
may be higher or lower 
than what is needed for 
high-quality patient care.
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Under-
Payment

for
Necessary 
Services

Capitation
or

Global
Budget

Necessary 
Services

Necessary 
Services

Avoidable
Services

Capitation
or

Global
Budget

Profit

Future
Years

Necessary 
Services

Avoidable
Services

All of the Problems of APMs &

Risk-Payment Are Magnified

$
Benchmark

Baseline
Years

Capitation/Global Budget

Baseline
Years

Future
Years

Loss

Since the
capitation 
payment or
global budget
is based on 
providers were
paid in the past, 
not on what 
patients need, 
providers serving 
high-need 
patients would
be harmed by
participating.

Mandating
participation
would force
providers to
stint on care.

Unmet
Needs

Discount

Benchmark

Discount
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LOSS

Lower
Need

Patients

Same
Payment

for All
Patients

Medium
Need

Patients

High
Need

Patients

Same
Payment

for All
Patients

Same
Payment

for All
Patients

Lower
Need

Patients

Same
Payment

for All
Patients

High
Need

Patients

Same
Payment

for All
Patients

Same
Payment

for All
Patients

Lower
Need

Patients

Same
Payment

for All
Patients

Medium
Need

Patients

Same
Payment

for All
Patients

Same
Payment

for All
Patients

Medium
Need

Patients

PROFIT

High
Need

Patients

Under Capitation Payment:

Cherry-Picking Patients = Profits

$



Won’t Risk-Adjustment

Ensure Payments are Adequate?
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   ’s     Risk   justment

Pays More for Chronic Diseases

$

Healthy
Patient

HCC
Risk-

Adjusted
Payment

Patient
with

Chronic
Disease

HCC
Risk-

Adjusted
Payment

ADEQUATE
PAYMENT

ADEQUATE
PAYMENT
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HCC
Risk-

Adjusted
Payment

Healthy
Patient

HCC
Risk-

Adjusted
Payment

Patient
with

Chronic
Disease

HCC
Risk-

Adjusted
Payment

Patient
with

Chronic
Disease

+
Frailty

Poverty,
or

Social
Barriers

No Adjustment for Acute Conditions 

or Social Determinants of Health

INADEQUATE
PAYMENT

INADEQUATE
PAYMENT

ADEQUATE
PAYMENT

ADEQUATE
PAYMENT

$

Patient
with

Acute
Health

Problem

HCC
Risk-

Adjusted
Payment
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Payment
for 

High 
HCC
Score

Patients

LOSS

Payment
for 

High 
HCC
Score

Patients

Payment
for

Medium
HCC

Patients

Payment
for

Low HCC
Patients

Payment
for

Low HCC
Patients

Payment
for 

High 
HCC
Score

Patients

Payment
for

Low HCC
Patients

Payment
for

Medium
HCC

Patients

Payment
for

Medium
HCC

Patients

Under Risk-Adjusted Capitation:

Cherry-Picking Patients = Profits

$

Lower
Need

Patients

Medium
Need

Patients

High
Need

Patients

Lower
Need

Patients

High
Need

Patients

Lower
Need

Patients

Medium
Need

Patients

Medium
Need

Patients

PROFIT

High
Need

Patients
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How Will Physicians and Hospitals 

Be Paid Under Capitation??

Fee-for-Service
Payment

Shared Savings
Program

Capitation/
Global Budget

Accountable Care Organization (ACO)
or Direct Contracting Entity (DCE)

ACO/DCE Expenses
• Management
• Consultants
• IT Systems
• Care Managers

Primary
Care

Orthopedic
Surgery Oncology HospitalOther

SpecialtiesCardiology

? ? ? ? ? ?

MEDICARE & OTHER PAYERS



84©  Center for Healthcare Quality and Payment Reform  www.CHQPR.org

The Risks to Patients Under

Capitation Are Well Known

ñéprimary care capitation designs might encourage 
physicians to refer patients to other clinicians paid 
outside of the primary care capitation arrangement.  
Unnecessary referrals, in addition to increasing overall 
costs, could lead to fragmented, impersonal care ïthe 
consequence capitation is supposed to reduce..ò

òCapitation rewards the denial of 
appropriate services, the dumping of  
the chronically ill, and a narrow 
scope of  practice that refers out 
every time-consuming patient.ó

Robinson J .  “Theory an   ra ti e in the 

Design o   hysi ian  ayment In entives.”  

The Milbank Quarterly 79(2):149-177

Berenson RA et al. Refining the Framework 

for Payment Reform.  Robert Wood Johnson 

Foundation and Urban Institute 
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Problems with Risk Adjustment

Can Increase Disparities in Care
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Global Budgets =

“ allway  ealth are” in  ana a

Patients wait in the hallway at the overcrowded 

Queensway-Carleton Hospital in Ottawa in 2016. 

(Errol McGihon/Postmedia)

EDITORIAL: 

Ontario health care needs major surgery

Toronto Sun, January 31, 2019

Thurs ay’s report by Dr. Rueben Devlin,  hair o  

 remier Doug  or ’s  oun il on improving health 

care and ending hallway medicine, succinctly 

describes a major and long-standing problem with 

 ntario’s health  are system. It starts with a la k o  

long-term care facilities for patients who can no 

longer live at home. Be ause there aren’t enough 

long-term care beds, many patients who require 

them occupy acute care beds in hospitals across the 

provin e, be ause there’s no where else  or them to 

go. The average wait time for being transferred to 

a long-term care facility is 146 days….Due to the 

backlog of these patients in acute care hospitals, the 

hospitals  on’t have enough be s to treat patients 

admitted through their emergency wards. As a result, 

at least 1,000 patients a day across Ontario are 

being treated in hospital hallways.
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Think It  an’t  appen in U. .?

Think  gain…
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CATEGORY 4

POPULATION-
BASED PAYMENT

CATEGORY 3

APMS BUILT ON
FEE-FOR-SERVICE
ARCHITECTURE

CATEGORY 2

FEE FOR SERVICE ģ
LINK TO QUALITY

& VALUE

CATEGORY 1

FEE FOR SERVICE ģ
NO LINK TO 

QUALITY & VALUE

Standard
Fee-for -
Service

Payment

Standard
Fee-for -
Service

Payment

P4P

Standard
Fee-for -
Service

Payment

Risk

Capitation
and

Global
Budgets

This is   T a Goo  “ ramework” 

 or  ixing  ealth are  ayment…
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CATEGORY 4

POPULATION-
BASED PAYMENT

CATEGORY 3

APMS BUILT ON
FEE-FOR-SERVICE
ARCHITECTURE

CATEGORY 2

FEE FOR SERVICE ģ
LINK TO QUALITY

& VALUE

CATEGORY 1

FEE FOR SERVICE ģ
NO LINK TO 

QUALITY & VALUE

Standard
Fee-for -
Service

Payment

Standard
Fee-for -
Service

Payment

P4P

Standard
Fee-for -
Service

Payment

Risk Provider
Mergers

Higher
Prices

Greater
Disparities

… n   ollowing It Will Likely 

Make Things Worse, Not Better

PROBLEMATIC PAYMENT MODELS
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CATEGORY 4

POPULATION-
BASED PAYMENT

CATEGORY 3

APMS BUILT ON
FEE-FOR-SERVICE
ARCHITECTURE

CATEGORY 2

FEE FOR SERVICE ģ
LINK TO QUALITY

& VALUE

CATEGORY 1

FEE FOR SERVICE ģ
NO LINK TO 

QUALITY & VALUE

Standard
Fee-for -
Service

Payment

Standard
Fee-for -
Service

Payment

P4P

Standard
Fee-for -
Service

Payment

Risk Provider
Mergers

Higher
Prices

Greater
Disparities

We Need a Different Direction:

Patient-Centered Payment

PATIENT-
CENTERED
PAYMENT

IDEAL

Payments
for

• Wellness &
Preventive
Care

• Diagnosis
• Acute Care
• Chronic 
Condition 
Care
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Instead of Sending Patients into a

Bla k Box    oping  or the Best…

POPULATION-BASED PAYMENT

The
ACO
Black
Box

Good
Outcome?Patient
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…Each Patient Should Receive

All of the Services They Need

Patient

Patient-Centered
Care

Patient-Specific
Needs
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…Each Patient Should Receive

All of the Services They Need

Patient

Wellness
CareHealthy

Patient-Centered
Care

Patient-Specific
Needs
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…Each Patient Should Receive

All of the Services They Need

Patient

Wellness
Care

Chronic
Condition

Healthy

Patient-Centered
Care

Patient-Specific
Needs

Chronic
Condition

Care
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…Each Patient Should Receive

All of the Services They Need

Patient

Wellness
Care

Chronic
Condition

Healthy

Patient-Centered
Care

Patient-Specific
Needs

Complex
Condition

Care

Complex
Condition

Chronic
Condition

Care
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…Each Patient Should Receive

All of the Services They Need

Patient

Wellness
Care

New
Symptom

Chronic
Condition

Healthy

Patient-Centered
Care

Patient-Specific
Needs

Complex
Condition

Care

Complex
Condition

Diagnosis

Chronic
Condition

Care
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…Each Patient Should Receive

All of the Services They Need

Patient

Wellness
Care

Minor
Acute Care

New
Symptom

Chronic
Condition

Major
Acute Care

Healthy

Patient-Centered
Care

Patient-Specific
Needs

Complex
Condition

Care

Complex
Condition

Diagnosis

Chronic
Condition

Care
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Patient-Centered Care is the Best 

Way to Achieve Good Outcomes

Patient

Wellness
Care

Minor
Acute Care

New
Symptom

Chronic
Condition

Major
Acute Care

Healthy

Patient-Centered
Care

Patient-Specific
Needs

Complex
Condition

Care

Complex
Condition

Diagnosis

Chronic
Condition

Care

Good
Outcome
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Both Primary & Specialty Care Are 

Essential for Patient-Centered Care

Patient

Wellness
Care

Minor
Acute Care

New
Symptom

Chronic
Condition

Major
Acute Care

Healthy

Patient-Centered
Care

Patient-Specific
Needs

Complex
Condition

Primary Care Specialty Care

Diagnosis

Chronic
Condition

Care

Complex
Condition

Care
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Patient-Centered Payment is 

Needed for Patient-Centered Care

Patient

Wellness
Care

Minor
Acute Care

New
Symptom

Chronic
Condition

Major
Acute Care

Healthy

Patient-Centered
Care

Patient-Specific
Needs

Complex
Condition

Primary Care Specialty Care

Diagnosis

Chronic
Condition

Care

Complex
Condition

Care

Wellness
Care

Payment

Chronic
Care

Payment

Diagnosis
Payment

Acute
Care

Payment

Complex
Care

Payment

Patient-Centered
Payment
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How Would Patient-Centered 

Payments Differ from FFS & APMs?

Patient Problem What Patient Needs
Current FFS &

CMS APMs
Patient-Centered

Payment
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Patient-Centered Payment Pays

for What the Patient Needs 

Patient Problem What Patient Needs
Current FFS &

CMS APMs
Patient-Centered

Payment

New Symptom Diagnosis
Fees for Visits
+ Fees for Tests

Fee to Determine the 
Diagnosis
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Patient-Centered Payment Pays

for What the Patient Needs 

Patient Problem What Patient Needs
Current FFS &

CMS APMs
Patient-Centered

Payment

New Symptom Diagnosis
Fees for Visits
+ Fees for Tests

Fee to Determine the 
Diagnosis

Acute Injury 
or Illness

Successful Treatment
of the Condition

Fee for Procedure
+ Fee for Anesthesia
+ Fees for Consults
+ Fees for Post-Acute     

Care
+ Fees for Treatment of 

Complications

Bundled Payment for 
Evidence-Based 
Treatment of the
 atient’s  on ition
with a
Warranty for 
Complications
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Patient-Centered Payment Pays

for What the Patient Needs 

Patient Problem What Patient Needs
Current FFS &

CMS APMs
Patient-Centered

Payment

New Symptom Diagnosis
Fees for Visits
+ Fees for Tests

Fee to Determine the 
Diagnosis

Acute Injury 
or Illness

Successful Treatment
of the Condition

Fee for Procedure
+ Fee for Anesthesia
+ Fees for Consults
+ Fees for Post-Acute     

Care
+ Fees for Treatment of 

Complications

Bundled Payment for 
Evidence-Based 
Treatment of the
 atient’s  on ition
with a
Warranty for 
Complications

Chronic Illness
Effective Treatment & 
Management of the 
Condition

Fees for Visits
+ Fees for Tests
+ Fees for Treatment

Monthly Payment 
for Proactive
Treatment & 
Management



105©  Center for Healthcare Quality and Payment Reform  www.CHQPR.org

Patient-Centered Payment Pays

for What the Patient Needs 

Patient Problem What Patient Needs
Current FFS &

CMS APMs
Patient-Centered

Payment

New Symptom Diagnosis
Fees for Visits
+ Fees for Tests

Fee to Determine the 
Diagnosis

Acute Injury 
or Illness

Successful Treatment
of the Condition

Fee for Procedure
+ Fee for Anesthesia
+ Fees for Consults
+ Fees for Post-Acute     

Care
+ Fees for Treatment of 

Complications

Bundled Payment 
Evidence-Based 
Treatment of the
 atient’s  on ition
with a
Warranty for 
Complications

Chronic Illness
Effective Treatment & 
Management of the 
Condition

Fees for Visits
+ Fees for Tests
+ Fees for Treatment

Monthly Payment 
for Proactive
Treatment & 
Management

Multiple/Complex 
Problems

Customized Care to 
Address Needs Fees for Visits

Additional Monthly 
Payment to Support
Special Assistance
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Patient-Centered Payment Pays

for What the Patient Needs 

Patient Problem What Patient Needs
Current FFS &

CMS APMs
Patient-Centered

Payment

New Symptom Diagnosis
Fees for Visits
+ Fees for Tests

Fee to Determine the 
Diagnosis

Acute Injury 
or Illness

Successful Treatment
of the Condition

Fee for Procedure
+ Fee for Anesthesia
+ Fees for Consults
+ Fees for Post-Acute     

Care
+ Fees for Treatment of 

Complications

Bundled Payment 
Evidence-Based 
Treatment of the
 atient’s  on ition
with a
Warranty for 
Complications

Chronic Illness
Effective Treatment & 
Management of the 
Condition

Fees for Visits
+ Fees for Tests
+ Fees for Treatment

Monthly Payment 
for Proactive
Treatment & 
Management

Multiple/Complex 
Problems

Customized Care to 
Address Needs Fees for Visits

Additional Monthly 
Payment to Support
Special Assistance

No Health 
Problems Wellness Care Fees for Visits

Monthly Payment
for All Appropriate 
Wellness Care &
Preventive Services
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Lower
Payment

Than
Necessary

Necessary 
Services

Baseline
Years

Future
Years

Higher
Rx Cost

Provider #3
Penalized for costs
beyond its control

Lower
Payment

Than
Necessary

Necessary 
Services

Baseline
Years

Future
Years

Unmet
Needs

Provider #2
Penalized for addressing

unmet patient needs

Higher
Payment

Than
NecessaryNecessary 

Services

Avoidable
Services

Instead of Basing Payments on

 rbitrary Dis ounts  rom  ast $…

$
Benchmark

Baseline
Years

Future
Years

Provider #1
Paid for delivering
avoidable services

Target Price

Target Price

Target Price
Benchmark

Benchmark
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Adequate
Payment

for
Cost of

Necessary 
Services

Necessary 
Services

Baseline
Years

Future
Years

Higher
Rx Cost

Provider #3
Paid adequately for 

actual cost of delivering
necessary services

Adequate
Payment

for
Cost of

Necessary 
Services

Necessary 
Services

Baseline
Years

Future
Years

Unmet
Needs

Provider #2
Paid adequately for 
services needed to

address patient needs

Adequate
Payment

for
Cost of

Necessary 
Services

Necessary 
Services

Avoidable
Services

… ayments  houl  be   equate to 

Cover Cost of Necessary Services

$
Benchmark

Baseline
Years

Future
Years

Provider #1
Paid adequately for 
necessary services,

not avoidable services

Cost of
Necessary
Services

Benchmark

Benchmark

Cost of
Necessary
Services

Cost of
Necessary
Services
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HCC
Risk-

Adjusted
Payment

Healthy
Patient

HCC
Risk-

Adjusted
Payment

Patient
with

Chronic
Disease

HCC
Risk-

Adjusted
Payment

Patient
with

Chronic
Disease

+
Frailty

Poverty,
or

Social
Barriers

Instead of Using Problematic 

Risk   justment  ystems…

INADEQUATE
PAYMENT

INADEQUATE
PAYMENT

ADEQUATE
PAYMENT

ADEQUATE
PAYMENT

$

Patient
with

Acute
Health

Problem

HCC
Risk-

Adjusted
Payment
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Healthy
Patient

Patient
with

Chronic
Disease

Patient
with

Chronic
Disease

+
Frailty

Poverty,
or

Social
Barriers

… atient-Centered Payments

 utomati ally “Risk   just” Total $

ADEQUATE
PAYMENT

ADEQUATE
PAYMENT

ADEQUATE
PAYMENT

ADEQUATE
PAYMENT

$

Patient
with

Acute
Health

Problem

Wellness
Care

Payment

Complex
Chronic

Condition
Care

Payment

Wellness
Care

Payment

Wellness
Care

Payment

Chronic
Condition

Care
Payment

Acute
Care

Payment

Wellness
Care

Payment
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Ensuring Quality, Achieving 

Savings, & Reducing Disparities 

Current Value-Based Payment

Ensuring the 
Quality of 
Care

• Payment is made for services to a 
patient regardless of the quality of 
care delivered; 

• Payment amount may be reduced in 
the future if performance is below 
average on a few quality measures; 

• There are no quality measures at all 
for many types of care
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Ensuring Quality, Achieving 

Savings, & Reducing Disparities 

Current Value-Based Payment Patient-Centered Payment

Ensuring the 
Quality of 
Care

• Payment is made for services to a 
patient regardless of the quality of 
care delivered; 

• Payment amount may be reduced in 
the future if performance is below 
average on a few quality measures; 

• There are no quality measures at all 
for many types of care

Payment is only made if 
patient has received services 
that are consistent with 
evidence-based 
clinical practice guidelines

Patient needs and outcomes 
are proactively monitored
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Ensuring Quality, Achieving 

Savings, & Reducing Disparities 

Current Value-Based Payment Patient-Centered Payment

Ensuring the 
Quality of 
Care

• Payment is made for services to a 
patient regardless of the quality of 
care delivered; 

• Payment amount may be reduced in 
the future if performance is below 
average on a few quality measures; 

• There are no quality measures at all 
for many types of care

Payment is only made if 
patient has received services 
that are consistent with 
evidence-based 
clinical practice guidelines

Patient needs and outcomes 
are proactively monitored

Achieving 
Savings

• Providers are paid for unnecessary 
services

• Providers are rewarded for reducing 
spending below arbitrary targets 
even if patients do not receive the 
services they need

Payment is only made for 
appropriate, evidence-based 
services and for services 
specifically required to 
address patient needs
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Ensuring Quality, Achieving 

Savings, & Reducing Disparities 

Current Value-Based Payment Patient-Centered Payment

Ensuring the 
Quality of 
Care

• Payment is made for services to a 
patient regardless of the quality of 
care delivered; 

• Payment amount may be reduced in 
the future if performance is below 
average on a few quality measures; 

• There are no quality measures at all 
for many types of care

Payment is only made if 
patient has received services 
that are consistent with 
evidence-based 
clinical practice guidelines

Patient needs and outcomes 
are proactively monitored

Achieving 
Savings

• Providers are paid for unnecessary 
services

• Providers are rewarded for reducing 
spending below arbitrary targets 
even if patients do not receive the 
services they need

Payment is only made for 
appropriate, evidence-based 
services and for services 
specifically required to 
address patient needs

Reducing 
Disparities

• Simplistic quality measures, poor 
risk adjustment, arbitrary spending 
targets, and inadequate payments 
for needed services penalize 
providers who care for high-need 
and disadvantaged patients

Payments are adequate to 
cover the cost of delivering 
evidence-based care to all 
patients, particularly 
high-need and 
disadvantaged patients
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Details on Patient-Centered 

Payment for Primary Care

https://jamanetwork.com/journals/jama/fullarticle/2782976 PatientCenteredPayment.org

https://jamanetwork.com/journals/jama/fullarticle/2782976
https://patientcenteredpayment.chqpr.org/PrimaryCare.html


116©  Center for Healthcare Quality and Payment Reform  www.CHQPR.org

Patient-Centered Payments for 

 pe ialists  ave Been Develope …
Patient-Centered Payment Models 
Reviewed/Recommended by the 

Physician-Focused Payment Model 
Technical Advisory Committee (PTAC)

• Patient-Centered Oncology Payment Model
• Patient-Centered Asthma Payment
• Medical Neighborhood Payment
• CAPABLE Support for Seniors at Home
• MASON Oncology Payments
• Acute Unscheduled Care Payment
• Comprehensive Care Physician Payments
• Home Hospitalization Payments
• Advance Care Payments
• Intensive SNF Care Management Payments
• Palliative Care Payments
• Incident ESRD Episode Payments
• Hospital at Home Payments
• Oncology Bundled Payments
• Project SONAR Payments
• Advanced Alternative Payment Model
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…But      as Re use  to 

Implement Any of Them

(None)

PTAC Recommendations
Implemented by CMS

Patient-Centered Payment Models 
Reviewed/Recommended by the 

Physician-Focused Payment Model 
Technical Advisory Committee (PTAC)

• Patient-Centered Oncology Payment Model
• Patient-Centered Asthma Payment
• Medical Neighborhood Payment
• CAPABLE Support for Seniors at Home
• MASON Oncology Payments
• Acute Unscheduled Care Payment
• Comprehensive Care Physician Payments
• Home Hospitalization Payments
• Advance Care Payments
• Intensive SNF Care Management Payments
• Palliative Care Payments
• Incident ESRD Episode Payments
• Hospital at Home Payments
• Oncology Bundled Payments
• Project SONAR Payments
• Advanced Alternative Payment Model

https://aspe.hhs.gov/collaborations-committees-advisory-groups/ptac/ptac-proposals-materials#1061

https://aspe.hhs.gov/collaborations-committees-advisory-groups/ptac/ptac-proposals-materials#1061
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Details on Patient-Centered 

Payment for Specialists/Hospitals

PatientCenteredPayment.org RuralHospitals.org

https://patientcenteredpayment.chqpr.org/PrimaryCare.html
https://ruralhospitals.chqpr.org/index.html
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Which Physician Would YOU

Want to Care for You?

• Physician A is paid Fee for Service
They are paid less if they keep you healthy

•   y       B    “p  d     p     m    ”      , MI S 
They are paid more if other patients receive adequate care

• Physician C is in a CMS Alternative Payment Model
They are paid more if you receive fewer services than you need

• Physician D receives Population-Based Payment
They are paid whether they address your health needs or not

• Physician E is paid through Patient-Centered Payment
They are paid adequately to address your needs, and
they are not paid unless you receive evidence-based care
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Value-Based Payments Should Be 

Patient-Centered Payments

2000 2010 2021

VALUE-BASED PAYMENT 1.0
Pay for Performance

Quality Measures + 
Bonuses/Penalties

VALUE-BASED PAYMENT 2.0
Alternative Payment Models

Quality Measures +
Risk-Based Payment

FAILURE:
• Little Improvement in Quality
• Huge Administrative Burden
• Increase in Disparities

• Little Savings
• Provider Consolidation
• Increase in Disparities

FAILURE:

VALUE-BASED PMT 3.0
Patient-Centered Payment 

Adequate Payment
to Deliver

Evidence-Based Care
to All Patients

PatientCenteredPayment.org

https://patientcenteredpayment.chqpr.org/PrimaryCare.html
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More Details on 

Patient-Centered Payment

RuralHospitals.orgPatientCenteredPayment.org

https://ruralhospitals.chqpr.org/index.html
https://patientcenteredpayment.chqpr.org/PrimaryCare.html
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