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SUMMARY
The Centers for Medicare and Medicaid Services (CMS)
has shown significant support for the development of
Alternative Payment Models (APMs). CMS’ development
and testing of 45 payment models has led to the adoption
of similar models by other payers. Initial reports indicate
that APMs could be key to producing the health care
delivery reform necessary to decrease health care costs
and increase delivery quality. However, these models
are only available to select provider types, and some
providers, such as emergency physicians and audiologists,
have no Medicare APMs in which they can participate. To
realize the full benefits of APMs, additional collaboration
between CMS leadership and providers is needed to
develop new models for providers who do not currently
have access to them.

INTRODUCTION
While many factors contribute to high health care costs,
the traditional fee-for-service (FFS) payment system has
been called “the single biggest obstacle to improving
health care delivery.”1 Under FFS, providers receive
payment for each service delivered, which can incentivize
the delivery of non-essential services and decrease the
attractiveness of preventative care.1 FFS also does little to
incentivize care coordination between providers, as FFS
does not emphasize payment for communication between
providers, patient education, and other high-value
services.2
The Centers for Medicare and Medicaid Services (CMS)
has been at the forefront of testing and implementing
new alternative payment models (APMs) that begin shifting care delivery from FFS to value-based reimbursement
arrangements. While payment reform alone is insufficient
to decrease health care costs and improve quality, it is
believed to incentivize health care delivery transformations
that can achieve these goals.3 However, it may take several
years to substantiate this theory, since the APM landscape
continues to develop and most APM studies have limited
follow-up data.4 Additionally, the care delivery transformations APMs are meant to inspire are “difficult and take[]
time to get right,” which means that it may be several
years before the decreases in health care costs or quality
improvements caused by care delivery transformations can
be accurately measured.3

Some reports indicate encouraging results regarding the
effects of APMs. A study of the Medicare Shared Savings
Program (MSSP), an APM under which providers can
assume various levels of risk, found that program participation was associated with “significant reductions in postacute spending without ostensible deterioration in quality
of care.”5 Further, a study of the Pioneer Accountable
Care Organization (ACO) Model, an APM developed from
the foundation of the MSSP model, found modest savings
for beneficiaries in the first two years of the model, along
with higher timely care and clinician communication scores
when compared to general Medicare FFS beneficiaries.6
Many believe that due to the promising nature of APMs,
it would be a mistake to reverse course so early in the
development process.4 Fortunately, the bipartisan backing
(390 votes in favor, two against) for the Medicare Access
and CHIP Reauthorization Act (MACRA), legislation that
encourages APM adoption, indicates that support for APM
adoption will continue during the new administration.7
The Department of Health and Human Services (HHS)
created the Health Care Payment Learning & Action
Network (LAN) to assist with achieving the department’s
goal of having 30 percent of Medicare payments in APMs
by the end of 2016 and 50 percent in APMs by the end
of 2018.8, 9 In 2016, LAN published the “Alternative
Payment Model Framework” (“LAN framework”), building
off an earlier framework developed by HHS, to “align
payment approaches” and “track progress towards
payment reform.”9, 10 This framework categorizes payment
models along a risk spectrum, making it a useful way to
conceptualize the APM landscape. LAN recently released
an update to the framework, which includes the following
categories:
• Category 1: Fee for Service – No Link to Quality & Value
• Category 2: Fee for Service – Link to Quality & Value
 Category 2A: Foundational Payments for
Infrastructure & Operations
 Category 2B: Pay for Reporting
 Category 2C: Pay-for-Performance
• Category 3: Alternative Payment Models Built on Feefor-Service Architecture
 Category 3A: APMs with Upside Gainsharing
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 Category 3B: APMs with Upside Gainsharing/
Downside Risk
• Category 4: Population-Based Payment
 Category 4A: Condition-Specific Population-Based
Payment
 Category 4B: Comprehensive Population-Based
Payment
 Category 4C: Integrated Finance and Delivery System
• Category 3N: Risk-based Payments Not Linked to Quality
• Category 4N: Capitated Payments Not Linked to
Quality10
Only payment models that fall under categories 3A, 3B,
4A, 4B, and 4C are APMs. Categories 1, 3N, and 4N have
no link to quality and are not considered progress toward
true payment reform.11
The LAN framework creates a path for providers and organizations to transition to APMs. While it is not necessary for
an organization to experience every category in the LAN
framework, the framework helps organizations identify the
level of engagement they are currently equipped to handle
and next steps for transitioning to APMs.

In a recent Health Affairs Blog post entitled, “The Changing
Payment Landscape of Current CMS Payment Models
Foreshadows Future Plans,” Leavitt Partners categorized
Medicare payment and care delivery models by phase:
research, testing, and adoption.2 This white paper builds on
that work by analyzing 63 current CMS Medicare payment
and care delivery models using the LAN Alternative
Payment Model Framework. Medicare models that have
not officially begun or that were designed for dual-eligible
individuals were excluded. Eighteen of the Medicare
models analyzed were models for health care delivery or
research initiatives rather than payment models. Because
the LAN framework was only designed to categorize
payment models, these 18 models were also excluded.
The remaining 45 models were categorized using the LAN
framework according to the dominant form of payment.
However, it should be noted that some payment models do
not fit cleanly into the LAN framework categories, which
can result in differing opinions on how the model should
be categorized. The figure below summarizes the results of
this analysis.
Figure 1.1 displays several Medicare payment models under
many of the categories of the LAN framework. The Category
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1, 3N, and 4N models do not represent progress towards
payment reform because neither category is linked to value,
showing that there are still many Medicare payment models
that were built for the FFS system. Despite this continued
link to the FFS system, CMS’ testing of and support for
APMs has encouraged many providers to transition to APMs.
Since only payment models in categories 3A, 3B, 4A, 4B,
or 4C are APMs, these are the most important categories

for identifying progress towards payment and delivery
reform. Category 2 models can also be essential stepping
stones that prepare providers to participate in an APM.
While Figure 1.1 reveals a shortage of category 4 Medicare
payment models, it is encouraging that CMS has created
many category 2 and 3 models. Figure 1.2 below simplifies
Figure 1.1 by separating the payment models into two
categories, APMs and non-APMs.

Figure 1.2 Categorization of Current CMS Medicare Payment Models by APMs
Figure 1.2 Categorization of Current CMS Medicare Payment Models by APMs
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Primary care physicians, surgeons, and cardiologists,
have the most opportunities to participate in a Medicare
APM. However, further analysis is necessary to determine
whether all primary care physicians, surgeons, and
cardiologists have access to an APM that is viable for a
provider’s unique practice, location, and patients.
Less common provider types, such as respiratory therapists
and audiologists, have fewer Medicare APM options.
Respiratory therapists can only participate in three
Medicare APMs, and audiologists do not have access to
any Medicare APMs. Figures 2.4 and 2.6 in the Appendix
show that these providers can participate in a 2B payment
model, which could prepare providers to move into APMs
into the future. However, there is less reason for providers
to participate in a preparatory arrangement if there are no
APMs to move into.
Perhaps the most surprising finding is that emergency
physicians also do not have access to any Medicare
APMs, even though 40,809 emergency physicians billed
Medicare last year.12 An article from the American Journal
of Emergency Medicine pointed out that emergency care
faces unique challenges in payment reform because emergency providers may only see a patient once, emergency
physicians are required to treat patients regardless of their
ability to pay, and emergency care has a high degree of
diagnostic uncertainty.13 However, the article concluded
that APMs could be developed despite these challenges to
reduce unnecessary admissions and testing, and decrease
future health care costs of discharged patients.13

NEW PAYMENT MODELS NEEDED
While providers without access to a Medicare APM could
potentially participate in a commercial APM, a provider’s
access to a Medicare APM is important. There are currently
56 million Medicare patients, and that number is expected
to grow to 81 million by 2030.14 Also, many providers

are more likely to try a CMS model before engaging in
a commercial APM because CMS models have defined
rules and don’t require individual negotiation. Finally,
CMS is a leader in the transition from FFS to APMs, and
many payers follow its lead. For example, Medicare is not
the only payer without any APMs specific to emergency
care. Commercial payers have also failed to develop
emergency care specific payment models.13 Consequently,
CMS leadership is crucial for the creation and widespread
adoption of new payment models.
Individuals and organizations can encourage CMS to
develop new Medicare payment models for providers
types that currently do not have access to a Medicare
APM. For example, stakeholders can submit a physicianfocused payment model (PFPM) proposal to the Physician
Focused Payment Model Technical Advisory Committee
(PTAC) or comment on existing PFPM proposals.15 PTAC
was created under section 101(e)(1) of MACRA and is
authorized to make recommendations to the Secretary of
the Department of Health and Human Services.14 PTAC
has the ability to recommend a PFPM proposal for limitedscale testing, implementation, or implementation with a
high priority, and the secretary is required to respond to
the recommendation.15 Even though the PTAC process is
limited since it focuses on physician-led models without
providing a similar voice to other clinician types, it provides
an avenue to solicit ideas and receive feedback.
CMS has already done much to encourage the adoption
of APMs. For all providers to experience the benefits of
APMs, governmental and private engagement with provider types that do not qualify for current Medicare APMs
is necessary to develop new payment models. Ideally, for
each provider type, new Medicare payment models would
be developed in a variety of LAN framework categories,
with an emphasis on APMS, and without geographical
limitations on where the model is offered.
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APPENDIX
Figure 2.2 Surgeons
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