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This environmental scan was prepared at the request of the Office of the Assistant Secretary for
Planning and Evaluation (ASPE) as background information to assist the Physician-Focused Payment
Model Technical Advisory Committee (PTAC) in preparing for a theme-based discussion on reducing
barriers to participation in population-based total cost of care (PB-TCOC) models and supporting primary
and specialty care transformation. This environmental scan provides background on identifying
pathways for maximizing participation of different kinds of organizations in PB-TCOC models; an
assessment of and approaches to reducing organization-level barriers; approaches to support primary
and specialty care transformation; an assessment of factors that influence the ability of PB-TCOC models
to be competitive; and a summary of relevant features in previously submitted PTAC proposals.
Appendices include tables summarizing relevant features of selected Center for Medicare and Medicaid
Innovation (CMMI of the Innovation Center) models and selected previously submitted PTAC proposals.i

"This analysis was prepared under contract #HHSP233201500048IHHS75P00123F37023 between the Department
of Health and Human Services’ Office of Health Policy of the Assistant Secretary for Planning and Evaluation (ASPE)
and NORC at the University of Chicago. The opinions and views expressed in this analysis are those of the authors.
They do not reflect the views of the Department of Health and Human Services, the contractor, or any other
funding organizations. This analysis was completed on May 1, 2025.
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I. Introduction and Purpose

Under the bipartisan Medicare Access and Children’s Health Insurance Program (CHIP) Reauthorization
Act (MACRA) of 2015, Congress significantly changed Medicare fee-for-service (FFS) physician payment
methods. The law also specifically encouraged the development of Alternative Payment Models (APMs)
known as physician-focused payment models (PFPMs) and created the Physician-Focused Payment
Model Technical Advisory Committee (PTAC) to review stakeholder-submitted PFPM proposals and
make comments and recommendations on them to the Secretary of Health and Human Services (HHS;
“the Secretary”).

Since its inception, PTAC has received 35 proposals for PFPMs from a diverse set of physician payment
stakeholders, including professional associations, health systems, academic groups, public health
agencies, and individual providers.” Committee members evaluate the PFPM proposals based on the
extent to which they meet the Secretary’s 10 regulatory criteria for PFPMs (specified in federal
regulations at 42 CFR § 414.1465).

The goal of the “Scope” criterion is to ensure that each proposed model will “aim to either directly
address an issue in payment policy that broadens and expands the CMS APM portfolio or include APM
Entities whose opportunities to participate in APMs have been limited” (Criterion 1). The goal of the
“Quality and Cost” criterion is to ensure that each proposed model will “improve health care quality at
no additional cost, maintain health care quality while decreasing cost, or both improve health care
quality and decrease cost” (Criterion 2).

Among the 35 proposals that were submitted to PTAC between 2016 and 2020, including 28 proposals
that PTAC has deliberated and voted on during public meetings, nearly all of the proposals address the
potential impact on scope (specifically opportunities for APM participation) and quality and cost, to
some degree. Eighteen of these proposals were found to meet both Criterion 1 (“Scope”) and Criterion 2
(“Quality and Cost”), including several proposals that were directly related to promoting accountable
care, and/or proposed to use waivers to reduce barriers related to participation in APMs.

Given the increased emphasis on developing larger, population-based APMs that encourage accountable
care relationships and increased participation of health care providers in value-based care, PTAC has
been conducting a series of theme-based discussions that have examined various care delivery and
payment issues related to developing and increasing participation in population-based total cost of care
(PB-TCOC) models.

This environmental scan seeks to examine key issues related to reducing barriers to participation in PB-
TCOC models and supporting primary and specialty care transformation. The environmental scan will
also examine components in several previously submitted PTAC proposals that are relevant for
encouraging accountability for quality and TCOC as part of their proposed model designs.

I The 35 proposals submitted to PTAC represent an unduplicated count (i.e., proposals with multiple submissions
are counted only once) of the number of proposals that have been voted and deliberated on by the Committee
members (28) and the number of proposals that have been withdrawn by stakeholders (seven, including one
proposal that was withdrawn prior to any review by the Committee members).

i The 10 criteria are scope, quality and cost, payment methodology, value over volume, flexibility, ability to be
evaluated, integration and care coordination, patient choice, patient safety, and health information technology.



Topics identified for investigation in this environmental scan include:

. Background on identifying pathways for maximizing participation of different kinds of
organizations in PB-TCOC models;

. An assessment of and approaches to reducing organization-level barriers;

. Approaches to support primary and specialty care transformation;

. An assessment of factors that influence the ability of PB-TCOC models to be competitive;
and

° Relevant features in selected Center for Medicare and Medicaid Innovation (CMMI or the

Innovation Center) models and previously submitted PTAC proposals.

This environmental scan provides PTAC members with background information and context on reducing
barriers to participation in PB-TCOC models and supporting primary and specialty care transformation.
The environmental scan is expected to help PTAC members review strategies in proposals previously
submitted to the Committee. In addition, the environmental scan can inform the Committee members’
review of future proposals and future comments and recommendations that Committee members may
submit to the Secretary relating to reducing barriers to participation in PB-TCOC models and supporting
primary and specialty care transformation.

Section Il provides key highlights of the findings from the environmental scan. Section Il describes the
research questions and methods used in the environmental scan. Subsequent sections provide
background on identifying pathways for maximizing participation of different kinds of organizations in
PB-TCOC models (Section IV), an assessment of and approaches to reducing organization-level barriers
(Section V), approaches to support primary and specialty care transformation (Section VI), an
assessment of factors that influence the ability of PB-TCOC models to be competitive (Section VII),
relevant features in previously submitted PTAC proposals (Section VIII), and areas where additional
information is needed (Section IX). Additionally, a list of abbreviations can be found at the beginning of
the environmental scan, following the Table of Contents.

Il. Key Highlights

The following section provides important definitions and highlights key findings from this environmental
scan on reducing barriers to participation in PB-TCOC models and supporting primary and specialty care
transformation.

I.A. Definitions

Beginning in 2021, PTAC has conducted a series of theme-based discussions to examine topics relevant
to PFPMs, with a focus on issues related to accountable care and PB-TCOC models. Within this context,
PTAC has developed the following working definitions:

Accountable Care Relationship

e Arelationship between a provider and a patient (or group of patients) that establishes that
provider as accountable for quality and total cost of care (TCOC), including the possibility of
financial loss/risk for an individual patient or group of patients for a defined period (e.g., 365
days).



e Would typically include accountability for quality and TCOC for all of a patient’s covered health
care services.

Population-Based Total Cost of Care (PB-TCOC) Model

e Alternative Payment Model (APM) in which participating entities assume accountability for
quality and TCOC and receive payments for all covered health care costs" for a broadly defined
population with varying health care needs during the course of a year (365 days).

e Within this context, a PB-TCOC model would not be an episode-based, condition-specific, or
disease-specific specialty model. However, these types of models could potentially be “nested”
within a PB-TCOC model.

Pathway

e A pathway may be thought of as a grouping of health delivery organizations that might be
treated similarly with regard to benchmarks, two-sided risk, and how performance measures
affect payment within the context of other incentives. These parameters could be specified for
the pathway.

These definitions will likely continue to evolve as the Committee members collect additional information
from stakeholders.

11.B. Key Findings
Below are highlights of the key findings from the different sections covered in this environmental scan.

Background on Identifying Pathways for Maximizing Participation of Different Kinds of Organizations
in PB-TCOC Models

Accountable Care Organizations (ACOs) are important in growing accountable care relationships. ACOs
were initially developed and led by hospitals and health systems, but recent trends show a rise in
physician group-led ACOs. This shift is anticipated to reduce Medicare spending by preventing
unnecessary hospitalizations. Physician group-led ACO success, however, requires policy support as
physician groups are less likely to have adequate infrastructure and experience with value-based
payment programs. Growth in ACOs has plateaued since 2018, partly attributed to the requirement for
providers to take on greater risk in APMs and the disruption of the COVID-19 pandemic.

Taxonomies can help researchers, policy makers, practitioners, and health care executives classify
organizations that share certain strategic and structural features. Early work in this area identified a
taxonomy for hospital-based health systems that included three dimensions: differentiation (the
amount of different services offered); integration (the means used to coordinate the services); and
centralization (the level in the organization at which services are provided and decisions are made).?
Taxonomies have also been developed that focus specifically on ACOs. Shortell and colleagues (2014)
developed a taxonomy that identified shared characteristics among three types of ACOs: larger,
integrated systems; smaller, physician-led practices; and medium sized, combined hospital-physician,
and coalition-led groups (i.e., hybrid ACOs).2

v For this purpose, all covered health care costs do not include pharmacy-related costs (Medicare Part D).



Taxonomies can be used to differentiate pathways to maximize participation in PB-TCOC models.
McWilliams et al. (2021) proposed a framework to differentiate pathways to maximize participation in
PB-TCOC models among different types of health care organizations.? Four tracks were identified to
differentiate organizations based on size, level of revenue, spending in risk contracts, upside and
downside risk-sharing, and participation incentives.

Additional research is needed to develop new or refine existing taxonomies and to identify specific
pathways that would be appropriate to maximize participation of different types of organizations in PB-
TCOC models.

Assessment of and Approaches to Reducing Organization-Level Barriers

Barriers Organizational Leaders and Chief Financial Officers May Face that Affect Profitability

Chief Financial Officers (CFOs) and Chief Executive Officers (CEOs) are well positioned to promote
alignment between health plans and organizations to succeed in value-based payment models.
However, these organizational leaders face barriers when choosing to participate in PB-TCOC models.
Results from a survey completed by senior finance executives across 160 health care organizations
revealed that only 13 percent of CFOs reported feeling equipped to manage new and developing care
delivery and payment models with existing financial planning tools and processes.* Approximately 80
percent of executives agreed that making investments in technology have improved the value of care for
patients, yet 96 percent of CFOs reported that their organizations should be doing more to use
operational and financial data for decision-making. To encourage the shift toward value-based care,
CFOs can work with other senior leaders within their organizations to identify core competencies
needed to achieve value-based care and identify where to make investments to ensure long-term
success.” In addition, organizational leaders can support economic, clinical, and administrative
alignment between payers and providers to encourage the shift toward value-based care.®

Improving ACO Performance Benchmarks

The method used to set and rebase benchmarks can impact providers’ participation in voluntary
population-based payment models. The Centers for Medicare & Medicaid Services (CMS) has moved
toward using a blended approach to benchmarking, where an ACO’s historical spending is combined
with the average spending in its region. Benchmarks that blend historical and regional spending can
weaken incentives to participate in the short-term by decreasing the achievable financial bonus for
ACOs with higher spending. For example, the incorporation of regional spending into the Medicare
Shared Savings Program (MSSP) ACO benchmarks favored practices whose spending was lower than
their regions and potentially led to the exit of higher-spending ACOs from the program.” To encourage
participation and long-term savings, McWilliams et al. (2021) recommend dissociating benchmarks from
ACO performance.® The researchers also recommend setting benchmarks to provide those ACOs that
have high spending with an “on ramp” and using an administrative benchmark that decouples
benchmarks from realized FFS spending growth.



The Role of Conveners

Conveners' can help to increase participation in APMs. Third-party consulting firms and convener
organizations affiliated with hospitals can serve as conveners. These organizations typically have
expertise in areas important to participation in APMs, such as practice transformation, quality
improvement, data exchange and aggregation, and policy.® Conveners may also take on all or some of
the financial accountability for health systems and provider groups,® which can encourage providers to
participate in certain value-based risk arrangements who would otherwise be unwilling or unable to take
on downside risk. However, use of conveners may lessen the direct impact of value-based incentives for
providers.

Incentivizing Clinical Integration

Financial incentives can help achieve clinical integration. Clinical integration can promote better health
outcomes and control health care costs by providing a structure that encourages different types of
health care providers (e.g., physicians, hospitals) to work together to coordinate patient care across
settings. There are four main types of financial incentives to encourage care integration: bundled
payments, shared savings, pay for coordination, and pay for performance.!* Shared savings models may
be the most effective type of incentive to improve quality and reduce costs. Under these types of
models, providers are jointly accountable for the care provided to a specific population. Although
financial incentives can promote integrated care, the effectiveness of each type of incentive may vary by
organization type. For example, bundled payments may be the most effective in reducing costs when
focused on hospital care rather than primary care. Rewards and penalties built within financial
incentives should be balanced based on the context in which the incentives are implemented.*?

Addressing Workforce Challenges Related to Supporting Value-Based Care

To support the transition to value-based care, existing health care professionals have taken on new roles
and responsibilities for certain care services (i.e., “task shifting”).*® In addition, new roles have formed to
support enhanced services in value-based care models. There has been a recent emphasis on roles
providing care coordination services to reduce fragmentation of care. For example, care coordination is
covered under Medicare’s new advanced primary care management codes.'® There has also been a
recent emphasis on roles that address patients’ needs across health and community-based settings, and
these roles tend to focus on providing patient care using population-based strategies. Employers have
had to integrate new staff roles into current human resources infrastructure, redesign existing
workflows to ensure that staff have the time and resources needed to fulfill their responsibilities, and
develop trainings to support new roles and staff.'> Researchers, policy makers, regulatory bodies,
payers, and other workforce stakeholders may need to shift their focus from more traditional to new
perspectives to successfully support the transition to value-based care.®

Examples of Current Models that have Implemented a Multi-Payer Strategy

A multi-payer strategy refers to the coordination between different health insurance payers within the
same region to follow the same policies. There are several key advantages to using a multi-payer
strategy, including increasing the delivery of value-based care by reducing administrative burden

Y The term enabler is sometimes used to describe the same role as a convener. For the purposes of this document,
the term convener will be used.
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associated with billing, payment, and clinical documentation systems; addressing health disparities by
reducing differences in access to care based on insurance type; improving population health by
encouraging payers and providers to agree on achieving the same goals and care standards; lowering
administrative costs by using consistent payment methods; and increasing access to data by allowing
providers to see claims data from different insurance companies.?” Several CMMI models have
implemented a multi-payer strategy, including the Making Care Primary (MCP) Model; the States
Advancing All-Payer Health Equity Approaches and Development (AHEAD) Model; the Guiding an
Improved Dementia Experience (GUIDE) Model; and the Comprehensive Primary Care (CPC) initiative.

Approaches to Support Primary and Specialty Care Transformation

Best Practices for Patient Attribution in PB-TCOC Models

Patient attribution is the practice of assigning patients to a provider who assumes responsibility for the
patients’ quality and cost of care. There is no standard approach for patient attribution within PB-TCOC
models. Instead, the methodology best suited for the model's design should be utilized.?®* CMMI models
employ prospective, retrospective, and/or voluntary attribution methods, with most organizations using
claims data as their primary data source to attribute patients to providers.

Multiple attribution methods that assign patients to more than one provider may be appropriate when
patients receive care from many providers. These methods include weighted, primary care-centric,
episode-based, and cost-based attribution.12:2%:2223 \Whijle CMMI models historically have
implemented single attribution methods, it would be beneficial to move toward implementing multiple
attribution methods to facilitate the integration of specialty care.

Integration of Specialty Care in PB-TCOC Models

One method to integrate specialists into TCOC models is to create “nested episodes” within larger
episodes of care to encourage collaboration among care providers. Using a hierarchical structure within
TCOC models, nesting episodes of care can create “an environment of cascading accountability” for
specific conditions or treatments.?* Two approaches to creating nested solutions are to create nested
episodes for those conditions where cost generally does not vary among patients with the same
condition (e.g., low-cost variation such as colon polyps and gastritis) and to create specialty condition-
based payment models (SCMs).2>26 SCMs can be nested in TCOC models, with acute episode payments
nested within the SCM and paid separately, permitting specialists accountability for episodes of care.
The specialist role in TCOC models can be enhanced by developing whole-person specialty care and
longitudinal/chronic specialty care pathways, which allow for the co-management of complex patient
care.” Other incentives to encourage specialists in TCOC models include using per-person payment or
sub-capitation, permitting care management billing codes, incorporating nested payment reforms,
awarding bonuses, and providing timely specialist performance data.?2%:30

Methods to Share Data between Primary and Specialty Providers in Less Integrated Settings

Data integration across health care systems can be viewed as a continuum, from meeting point-of-care
patient needs to supporting population health management.3! Federal policies and guidance aim to
increase transparency and data exchange across providers, create foundational principles for clinical
data sharing, and provide a roadmap for system integration.®? It is estimated that 70 percent of
hospitals engage in interoperable activities, but approximately only 40 percent of clinicians use those
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data during patient treatment.33 Approaches to facilitate greater data integration between primary and
specialty care providers include standardizing or democratizing data (e.g., making data readily accessible
and in a form that is easily usable for everyone who needs them), increasing the usefulness of
transferred data by organizing by the relevancy of information to the provider, and establishing data
sharing protocols and responsibilities for data encryption and privacy.3* A high-functioning health IT
infrastructure and efficient communication between providers and patients is essential for successful
value-based integrated care.®

Assessment of Factors that Influence the Ability of PB-TCOC Models to be Competitive

Factors Impacting the Competitiveness of PB-TCOC Models

Providers have multiple competing options when selecting insurance options. Medicare Advantage (MA)
plans currently have more favorable benchmarks and flexibility for reimbursement than APMs do.3¢
Medicare FFS remains profitable and rewards higher acuity care more than primary care and chronic
disease management.?” Value-based care is seen as having a small market share, being administratively
complex, and requiring substantial resources for transformation.3®3% Advantages of value-based
payment models include using incentives not available in FFS to capture underserved populations,
establishing peer-to-peer learning, coordinating care, and incorporating social needs into patient care
plans. 4041

Specific Market Factors Impacting PB-TCOC Model Participation.

Physician concentration, MA penetration, socioeconomic conditions, and market consolidation are
specific market factors that may impact PB-TCOC model participation. Low market physician
concentration is associated with greater ACO practice participation, as markets with high physician
concentration may partner with large health systems, limiting the remaining market share available to
develop or join an ACO.** MA penetration also may impact physician participation in ACOs. High rates of
MA penetration (greater than 40 percent) may make it challenging for providers to join or establish an
ACO as there are fewer FFS beneficiaries and more favorable benchmarks and flexibility for
reimbursement offered by MA plans.* ACO participation has been low in areas with socioeconomic
issues, and CMMI is actively expanding APMs to reach underserved beneficiaries.** Lastly, health care
consolidation may lead to increased resources which could facilitate APM participation.*

The Use of Waivers in CMMI Models

Waivers allow for innovative approaches to health care, provider partnerships, financial incentives, and
the evaluation of CMMI models. Medicare program rule waivers and fraud and abuse waivers can be
categorized into three domains: participation coordination, care delivery design, and patient
engagement incentives.*® Medicare program rule waivers permit models to test innovative care delivery
designs, and fraud and abuse waivers negate penalties from certain laws that aim to protect the system
from fraud and abuse.

Permitted use of care delivery design and patient engagement incentives has been modest within CMMI
models. Model participants cite difficulty determining patient eligibility, administrative burden, and
confusion about use of these types of incentives.*”"*® Recommendations to enhance waiver use include
providing more detailed guidance, streamlining waivers across models, offering protections for
unintended waiver misuse, and expanding the eligible population for waivers.*

12



Factors Influe