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The mission of value-based care (VBC) is to link health care payments to the quality of care patients
receive. The goal is to change the financial incentives of the dominant fee-for-service system that pays
health care providers more for doing more rather than for doing better. While most agree that “value” in
health care must combine both cost and quality, debates about exactly what “value” means and how it is
measured have occupied policymakers for decades.

Since 2010, federal policymakers have invested billions of dollars in the Center for Medicare and
Medicaid Innovation (CMMI), which tests VBC models that aspire to both increase quality of care and
decrease health care costs.! Physicians, clinics, and hospitals throughout the nation have piloted these
VBC models, investing their time and resources into fulfilling the goal of providing the right care, to the
right patient, at the right time. They have developed new programs, extended their hours, hired new staff,
implemented new technology, tracked outcomes in registries, and linked their own finances to the
success or failure of the quality of care they provide. This brief asks the question: What do we have to
show for it?

Unsurprisingly, the answer to whether VBC “works” depends on who you ask. The physician whose clinic
has taken on the work — and the financial risk — of providing care under the new models? The
policymaker responsible for saving Medicare dollars? The patient who got the cancer screening and
treatment they needed, ideally without having to be aware of how their physician was paid?

The promise of VBC is predicated on prevention, by helping patients avoid new conditions and manage
existing ones through individual outreach and population health initiatives. Prevention is difficult to
measure because it is difficult to identify negative outcomes that were avoided, and the benefits take time
to materialize and may not produce short-term savings. This makes it hard to quantify the benefits of
prevention in a single fiscal year or even a five-year pilot — and, as a result, paying for prevention has
rarely been built into payment policy.

VBC was originally seen by many as a silver bullet for both quality and cost, but rigorous evaluations over
the past decade have shown that VBC’s results are nuanced. While only a few large-scale VBC models
have demonstrated reduced health care costs, many have improved quality — which is arguably more
important to patients and their loved ones and the clinicians that care for them. However, most
policymakers and payers have prioritized the potential for cost savings rather than quality improvement or
population health, an emphasis echoed in the independent evaluations and academic literature.

This paper explores several types of VBC models that have had positive impacts on cost and quality:
e Population-based payments, which include:
o Accountable Care Organizations
o Capitated payments
e Episodic payments

We focus on these categories because they encompass a broad array of patient populations and have
the potential to affect health care delivery at scale. We assess which large-scale VBC models have
worked so far, what gaps exist in the current portfolio, and what opportunities exist to build on VBC’s
promise of better care at a lower cost for patients. We also summarize CMMI’s net savings and losses for
the VBC models discussed in this paper (Figure 1). We find that some VBC models have achieved net
savings, while others have resulted in relatively modest net spending — which may be a reasonable
investment in quality improvement.
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Figure 1. Net savings for CMMI value-based care models. Notes: The figure shows Centers for Medicare &
Medicaid Services (CMS) net savings and losses for the CMMI models discussed in this article, with savings shown
as positive values and losses as negative values. For each model, the data were taken from the most recent
independent evaluations with savings estimates and represent cumulative savings, as cited in this article. Each model
has a unique duration, and the data across models range from 2012 to 2022. Results for Bundled Payments Care for
Improvement were reported separately for two tracks (Model 2 and Model 3). The net savings and losses in this
figure were not statistically significant for three models: Vermont All-Payer Accountable Care Organization (ACO),
Comprehensive Care for Joint Replacement, and Bundled Payments for Care Improvement Advanced. The Medicare
Shared Savings Program (MSSP) is not included in this figure because formal evaluations of MSSP, as a permanent
CMS program, and of CMMI models do not have comparable methodologies.

What Has Worked So Far in Value-Based Care?

Accountable Care Organizations

Accountable Care Organizations (ACOs) are among the most successful VBC models to date.2* Most
ACO models involve a provider taking financial responsibility for their patient population’s total cost of
care and addressing key quality measures over the course of a year. Nearly all ACO models include the
opportunity for shared savings between providers and payers, and many are structured to share financial
losses as well. To date, all Medicare ACO models are voluntary for the hospitals and physicians that
choose to participate.

Several ACO models have achieved significant cost savings driven by reductions in avoidable utilization
such as preventable inpatient admissions and emergency department (ED) visits, including:

e The Medicare Shared Savings Program (MSSP), which achieved $1.66 billion in savings in
2021, according to projections by the Centers for Medicare & Medicaid Services (CMS). This
represented the fifth consecutive year that MSSP achieved Medicare savings. While both
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hospital- and physician-led ACOs achieved savings, those led by physicians had higher average
savings, as did ACOs that shared in both savings and losses.>7 MSSP is the largest ACO model
in the United States and is operated by CMS as a permanent program.

e The Pioneer ACO Model, which achieved $254 million in significant net savings from 2012 to
2013 relative to MSSP. Pioneer ACOs achieved these savings through reductions in inpatient
admissions, ED visits, and post-acute care (PAC) utilization. Patients also reported better
experiences with timely care, provider communication, and shared decision-making. As a result,
elements of the Pioneer ACO Model were incorporated into MSSP to strengthen the permanent
program.28

e The ACO Investment Model (AIM), which also had significant net savings of $381.5 million from
2016 to 2018, relative to MSSP, driven by reduced admissions, readmissions, ED visits, and
PAC.%10 Under AIM, CMMI provided upfront funding to ACOs serving rural and underserved
populations, which the ACO paid back through its portion of shared savings. In 2023, elements of
AIM were made permanent under MSSP.11.12

Other ACO models have not achieved net savings for CMS, including:

e The Next Generation ACO Model, which achieved gross but not net savings for CMS from 2016
to 2021, after accounting for shared savings to participants. Despite the lack of net savings, the
model reduced key spending and utilization measures for acute care, professional services, and
PAC across all five years, with the greatest impact in the final year of the model.314

e The Vermont All-Payer ACO Model, which achieved significant net savings for the state of
Vermont in the first two years of the model (from 2017 to 2019). CMMI also achieved significant
gross savings during this period, but the positive net savings were not statistically significant.1516
This model continued through 2022, and future evaluations may find significant net savings for
CMMI.

Research reinforces the findings that many ACOs have improved quality and reduced costs. One recent
systematic review concluded that ACOs in both the public and private sectors have reduced costs without
reducing quality, with savings driven by reductions in outpatient spending and in low-value services.” A
second systematic review found that the most consistent ACO outcomes across payers were reductions
in inpatient and ED use and quality improvements in preventive care and chronic disease management.18
In addition, researchers have found it takes time for VBC models to deliver these results. For example,
MSSP participants achieved greater cost savings after three years in the program than after one or two
years.® While both systematic reviews found mixed evidence, the fact that multiple ACO models have
achieved cost savings and quality improvement at scale creates a solid foundation for future VBC efforts
based on a population health approach.

Capitated Payments

Building on ACOs, more recent population-based payments have been designed to include capitation.
Capitation involves fixed payments to hospitals, health systems, or physicians for delivering care either
linked to the number of patients they serve or as a flat amount per provider. Despite the limited number of
capitation-based models to date — and limited interest among individual providers to take on this level of
risk, due in part to the backlash against health management organizations (HMOs) in the 1990s*° —
CMMI has expressed an interest in developing specialty-based models that include capitation.?°

In 2021, CMMI began testing the Direct Contracting Model, an ACO model that included full or partially
capitated payments for patients in specified geographic regions. In 2023, this model was relaunched as
the ACO Realizing Equity, Access, and Community Health (REACH) Model.?! To date, no evaluations
are available for either Direct Contracting or ACO REACH. Evaluation results are available for several

Association of

© 2023 AAMC 3 American Medical Colleges



large-scale CMMI models that feature capitation, however, including:

e The Primary Care First (PCF) Model, which includes monthly capitated payments for patients
assigned to a provider, in combination with additional revenue for the primary care visits delivered
to these patients (set at a fixed dollar amount per visit). The capitated payments are tied to
primary care practices’ performance on preventive care measures, patient satisfaction, and health
care utilization.?2 The first PCF evaluation found that the capitated payments were about 20%
higher than fee-for-service payments, supporting the practices’ investments in enhanced primary
care. Future evaluations will assess the model’s impact on quality and utilization.2324 PCF builds
on two earlier primary care models, Comprehensive Primary Care (CPC) and CPC Plus
(CPC+), which offered extra care management payments to patient-centered medical homes
(and did not feature capitation). Both CPC and CPC+ reduced inpatient and ED utilization, but
neither decreased costs, and CPC+ significantly increased net costs when care management
payments to participants were taken into account.22527

e The Maryland Total Cost of Care (MTCC) Model, which sets a fixed, per capita limit on health
care spending in Maryland. From 2018 to 2021, MTCC reduced net Medicare spending by $781
million. The state achieved this by reducing some forms of inpatient care — including potentially
avoidable admissions and unplanned readmissions — and instead, providing increased
outpatient care.2® In addition to setting fixed payments for all hospitals in the state, MTCC
provides hospitals with options for partnering with other providers to improve quality without
increasing overall Medicare costs. Finally, MTCC offers primary care practices the opportunity to
participate in a program designed to mirror PCF.?°

e The Maryland All-Payer Model achieved net Medicare savings of $975 million from 2014 to
2018, the largest savings to date of any CMMI model.33%:31 The MTCC builds on the success of
this model. However, while CMMI has achieved remarkable savings in Maryland, the unique
history of Maryland’s Medicare payments makes this model difficult to replicate in other states.

Capitation is intriguing for both public and private payers because it allows the insurers to offload most or
all the financial risk to providers, while the payers keep a slice of the total cost of care to cover
administrative services. This makes capitation a scary prospect for many providers, however. To be
willing to take on this degree of financial risk, providers must believe the capitated payments and the
associated quality measures are directly related to clinical decisions in their control.

Episodic payments involve time-limited responsibility for patients who have specific conditions or
procedures. Episodes, including procedures, acute medical conditions, and chronic conditions, typically
involve specialists and are sometimes organized around service lines. In recent years, most CMMI
models have included 90-day episodes during which providers are accountable for patients’ total cost of
care, with the opportunity for both shared savings and shared losses. While most episodic payment
models have been voluntary to date, CMMI has indicated that future models are likely to be
mandatory.32:33

Several episodic payment models have resulted in gross savings, and one has achieved net savings for
surgical episodes, including:

e The Comprehensive Care for Joint Replacement (CJR) Model has been the most successful
bundled payment model to date from CMS’s perspective. From 2016 to 2019, CJR achieved
$21.5 million in net savings.?3435 While this finding wasn’t significant, CMS has extended the
model through 2024 in hopes that additional time and methodology changes will result in
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significant Medicare savings.336 In addition, CMS believes CJR’s mandatory participation reduces
selection bias and increases the accuracy of the evaluation of the model.2° As the only mandatory
bundled payment program to date, CJR is likely to serve as CMMI’'s primary example for future
model design.

e The Bundled Payments for Care Improvement (BPCI) Model from 2013 to 2018 included both
medical and surgical conditions. While the model achieved gross savings, CMS had significant
net losses overall after shared savings payments to hospitals were taken into account.2237.38

e The BPCI Advanced (BPCIA) Model succeeded BPCI in 2018 and is ongoing. Like BPCI, the
model has achieved gross savings. To date, surgical episodes within BPCIA have achieved
significant net savings, but they were offset by losses on medical episodes in the model.?:3°40
CMMI has made numerous changes throughout the course of the model related to episode-
selection policies, financial methodology, and quality measurement. One key change was to
combine episodes into service lines rather than combining them as individual conditions, which
may improve alignment for specialists and increase episode volume for CMMI. In addition, the
COVID-19 pandemic disrupted the entire health care industry while this model was underway. As
a result, CMS has extended the model through 2025 to allow more time to evaluate its impact.**

e The Oncology Care Model from 2016 to 2022 included patients with all cancer types treated by
participating oncologists. The model achieved gross savings but net losses. The losses were due
to care management payments to participants, which were used to redesign care delivery to be
more person-centered and to align with appropriate clinical pathways.*243 CMMI will be launching
the successor Enhancing Oncology Model (EOM) in 2023 to continue its investment in
oncology.**

Given the heterogenous conditions and procedures included in episodic payment models, it is possible
that certain episode types are more likely to achieve cost and quality goals. For example, some BPCI
researchers found that the most common surgical episodes (lower-extremity joint replacement and
colectomy) achieved savings,*® while others found evidence that select medical episodes also achieved
savings.#647 As with ACOs, many researchers have also found evidence that savings increase with
additional time in the program. For example, some researchers found that BPCl and BPCIA participants
were more likely to achieve savings after two to three years in the model than after just one year.46-48
Given that most savings were due to reduced PAC use, it is likely this time was needed to build
partnerships with PAC providers and redesign care transitions to deliver more appropriate care.

What Is Missing From VBC?

Health care equity is the largest gap in existing VBC models. In 2021, CMMI identified health equity as a
key priority in their strategic plan for the coming decade, framing health equity as a core component of
quality.®? To address this gap, CMMI committed to explicitly incorporating health equity into all future
models. As of 2022, CMMI had begun this incorporation in ACO REACH and EOM by collecting data on
patient demographics and health-related social needs, requiring participants to create health equity plans,
and creating incentives for delivering care to underserved populations.*?

Several key challenges remain for achieving health care equity in VBC models, including:
e Data on health-related social needs and patient demographics are lacking: To address

patients’ unmet needs, the needs must first be identified. Many providers screen for health-
related social needs and have developed referral networks to community resources to address
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them. For example, more than 95% of teaching hospitals reported screening for at least one
social need, with screening rates higher than 90% for transportation access, food insecurity,
housing instability, and intimate partner violence.*® In many cases, these data are integrated into
the provider’s electronic health records, but they are not captured in the billing codes that payers
can access. In addition, race and ethnicity data are rarely captured consistently by either payers
or providers.5051 As a result, it is hard to measure the impact of VBC models on health care
equity for the patient populations they serve or to appropriately account for patients’ health-
related social needs in the risk adjustment.5252 In 2023, CMMI will begin to collect demographic
data in ACO REACH and EOM, and the agency has announced its intention to collect social risk
and demographic data in all future models.?

e Both rural and urban safety-net providers are underrepresented in CMMI VBC models: For
example, when CMMI mapped PCF provider locations, the agency found that very few providers
were located in historically red-lined neighborhoods in Detroit and Los Angeles.>* While there
may be fewer providers practicing in these neighborhoods, this disparity may also indicate that
the model itself contains implicit bias that results in fewer safety-net providers applying to
participate in the CMMI VBC models. Similarly, few rural providers have participated in VBC
models, except specialized models such as the AIM ACO.% As a result, patients with higher
health-related social needs are less likely to be included in VBC models, meaning that even if a
VBC model can improve health care equity, it would not have an impact on the patient
populations excluded from the outset.5? However, CMMI is seeking to engage more safety-net
providers in future models and is exploring new ways to set financial benchmarks or provide
startup funding to support these providers.>!

e Benchmarking may be inappropriately low for underserved populations: In most VBC
models, CMMI sets financial benchmarks based on historical spending by individual providers or
within regions. However, this methodology may unintentionally exacerbate disparities for
underserved populations, such as rural regions that experience lack of access to specialists or
even to hospital care.®? If historical spending was inappropriately low, then VBC models centered
on reducing costs would harm quality and access to care.>! Rural hospitals are more likely to run
on slim margins and lack reserves, as higher rates of rural hospital closures indicate.>® Research
has found that rural ACOs were more likely to exit MSSP when forced to take on financial risk,
even for ACOs that had previously earned shared savings.>” Similarly, research shows that ACOs
with higher proportions of patients in racial and ethnic minorities were also treating patients with
greater medical complexity and disease severity without even accounting for nonclinical risk
factors in the risk adjustment. As a result, these ACOs exited MSSP at higher rates than other
providers.58

CMMI should continue to incorporate health care equity into current and future VBC models. However, its
efforts must go beyond the current data collection, health equity plans, and incentive structures it has
launched to date. Future VBC models should effectively engage safety-net providers and set appropriate
benchmarks that reduce disparities, which may not leave room for cost savings for historically underserved
populations. In addition, financial methodologies must appropriately account for patient risk — including
both clinical factors and health-related social needs — to avoid penalizing providers who care for the
highest-risk patients.

If a key purpose of VBC is to improve quality, its measurement must be prioritized. Most VBC models
focus on utilization measures such as admissions, ED visits, and PAC use. Many include process
measures related to cancer screening and other forms of preventive care. However, the only outcome
measures included in most models are patient experience and mortality. Few models have assessed
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other clinical outcomes across a wide range of clinical conditions.?182159.60 BPCIA is a key exception as
the first CMMI model to incorporate outcomes from clinical data registries.*! Still, even in the programs
where outcomes are included, costs are prioritized.

Lack of granular, timely data — and a lack of understanding of how to use what we have — are primary
limiting factors in measuring clinical outcomes and comparing them between entities.® Addressing this
gap is crucial and will require a multifaceted approach, including investments in data infrastructure, in
systems that facilitate using the data effectively and in a timely fashion, and, in some cases, in developing
new measures. The quality measures must also incorporate health care equity data to identify and close
gaps in care. The data must be incorporated into risk adjustment to avoid penalizing providers who care
for patients with the greatest health-related social needs.

Recognizing administrative and clinician burden is also crucial. While CMS and other payers judge
programmatic success in terms of reductions in payments, there is no accounting of the dollars spent by
clinicians, hospitals, and health systems to achieve the reductions or the dollars spent by CMS to
administer the programs. Whether the enormous administrative efforts for VBC are truly producing value
should take into account more than Medicare payments alone. Further, there has been little recognition of
the impact of the additional burden on clinicians, particularly those in outpatient practice. It is likely that
the requirements to collect and submit data, along with the financial risk from VBC programs, have
contributed to the striking pattern of acquisition and consolidation in the health care industry over the past
decade and, possibly, to clinician burnout. A successful VBC effort should aim to work with and for both
clinicians and patients.

What Should Come Next in VBC?

While VBC has not proved to be a silver bullet for U.S. health care spending, several large-scale VBC
models have delivered on the promise of modestly reducing cost while improving quality of care. Future
VBC efforts in the public and private sectors should build on these successes with the understanding that
one size will not fit all. For large practices, hospitals, and health care systems that can afford to take on
financial risk, population-based payments have the most proven track record for cost-effectively treating
patients with both acute and chronic conditions. However, finding additional savings may be contingent
on providers having greater control over where patients assigned to a provider seek care. In contrast,
episodic payments have engaged more specialists — especially for procedures and acute medical
conditions — but savings have been elusive. This leaves a gap for chronic conditions treated primarily by
specialists, which may present an opportunity to test capitated models over longer periods. But to
ultimately achieve value for all, VBC must do a better job of incorporating health care equity and clinical
outcomes, which are both key measures of quality, and of engaging patients and clinicians. Value must
mean more than cost savings alone — quality should be central and is worth the price.
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