
 
 

 

 

March 26, 2021 

 

 

Ms. Elizabeth Fowler  

Deputy Administrator and Director 

Center for Medicare & Medicaid Innovation 

Centers for Medicare & Medicaid Services  

 

 

Dear Deputy Administrator and Director Fowler:  

 

On behalf of the Premier healthcare alliance serving more than 4,100 hospitals and health systems, 

hundreds of thousands of clinicians and 200,000 other provider organizations, I write to congratulate you 

on your appointment to lead the Center for Medicare & Medicaid Innovation (CMMI) and to express our 

shared commitment to continuing the Affordable Care Act’s drive to value-based care. 

 

Premier is passionate about transforming American healthcare. With integrated data and analytics, 

collaboratives, and supply chain solutions, we collaborate with our healthcare provider members to 

co-develop long-term innovations that reinvent and improve the way care is delivered to patients 

nationwide. Premier runs the largest population health collaboratives in the country, the Population Health 

Management Collaborative, which has worked with well over 200 accountable care organizations (ACOs) 

and is currently comprised of more than 70 ACOs. Premier has collected its extensive experience, 

surveyed its healthcare provider partners, and reviewed lessons learned to develop our proposals. Below 

we detail our vision for accelerating the movement from fee-for-service (FFS) to value and 

recommendations for existing Medicare alternative payment models (APMs). We and several of our 

members who have engaged in APMs would like to meet with you to discuss our recommendations. 

 

 

ACCELERATING PROVIDER-LED VALUE-BASED CARE 
 

The coronavirus pandemic has showcased that FFS is unable to adjust to meet healthcare demands, 

with provider viability tied to volume rather than value, creating severe limitations on the ability to 

innovate care. According to a Premier survey, leading health systems and providers operating in value-

based models had a head start over other providers in adapting care. Moreover, providers in the most 

advanced value-based arrangements (i.e., global budgets and capitation) were able to avoid financial 

challenges that many other providers faced during the pandemic.  

 

Over the past decade, since the passage of the ACA, we have gained valuable experience testing 

alternative payment approaches. We are now at a critical juncture in which we must rapidly scale 

alternative payment approaches that allow providers to be in the driver’s seat of care 

transformation. Providers with their local roots and direct role in care delivery are best situated to design 

population health solutions that are targeted to the needs of their communities, including addressing 

health disparities. This will require new partnerships between payers and providers that allow providers to 

be responsible for the quality and cost of care.  

 

We are deeply concerned that recent payment models have shifted focus to non-provider 

accountable entities and do not provide a practical opportunity for most providers to lead as the 

accountable entity. For example, the Direct Contracting models require providers to develop new 

capabilities, such as the ability to pay downstream providers, that are functions currently held by insurers, 

third party administrators and Medicare Administrative Contractors (MACs). When combined with steeply 

https://www.premierinc.com/newsroom/press-releases/premier-inc-survey-clinically-integrated-networks-in-alternative-payment-models-expanded-value-based-care-capabilities-to-manage-covid-19-surge
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discounted benchmarks the model is not financially viable for most providers as significant investment 

would be required to implement these new capabilities. We request that the Administration articulate a 

vision for the movement to value that incents providers to innovate care. When providers have a 

clear plan for moving to new models, they work aggressively to succeed in the model and more rapidly 

advance to assuming risk. 

 

We offer the following principles for ensuring providers can lead the value-based care arrangements: 

 

Ensure a level playing field. We must recognize that the market forces in each region will define 

which types of entities are best suited for various functions such as financial risk management, 

benefit design and care management. A truly competitive environment is one in which providers 

can form unique arrangements and partnerships to best serve their populations. We must avoid 

approaches that advantage one provider type over another. Moreover, we must unleash potential 

for providers to innovate care by providing flexibilities and incentives that are equivalent to those 

that Medicare Advantage plans receive, including on risk scoring. Innovating care requires 

flexibility beyond what is currently allowable in FFS, yet current models have provided minimal 

flexibility. Providers are well suited to design unique care approaches for their population. 

Additionally, when providers are responsible for managing total cost of care, the FFS program 

integrity concerns that are inherent in a volume-driven system are mitigated. 

 

Provide adequate reimbursement in APMs. Current approaches in APMs create a race to the 

bottom where providers must achieve year-over-year savings. A new paradigm is needed where 

benchmarking approaches are sustainable long-term (e.g. designing benchmarks that reduce 

spending trend rather than year-over-year savings), address unique population challenges (e.g. 

approaches specific to rural health providers) and incorporate non-medical costs that can address 

social determinants of health. 

 

Focus on total cost of care. The current array of models creates a complex model overlap 

framework. The approaches for attributing beneficiaries and costs when models overlap varies 

with each combination of models. For examples, bundled episodes are cancelled if a beneficiary 

is aligned to certain total cost of care models but not others. This makes it difficult for APM 

entities to determine if they will be successful in the model and deters some providers from 

participation. A clear hierarchy of overlap of models is needed, with precedence given to risk-

bearing total cost of care models that address care across the continuum. The total cost of care 

entity should have the ability align their patient populations to other models (e.g. inclusion in a 

CMMI bundled payment program) or to create their own approaches for paying downstream 

providers (e.g. establishing their own bundled payment program for downstream providers). 

 

Continue incenting providers to adopt risk-based arrangements. The Medicare Access and 

CHIP Authorization Act (MACRA) effectively incented the movement to advanced APMs. Five 

years later, however, we have not achieved the movement to value we once hoped due to a slow 

rollout of new models and slow uptake by private payers. The MACRA bonuses should be 

extended and other incentives should be put in place to encourage APM adoption. For example, 

the ACA and MACRA established programs that precipitated tremendous gains in quality and 

patient safety by holding providers accountable. As we renew focus on quality and patient safety 

with progress towards more interoperable data, we must shift incentives in those programs to 

encourage APM adoption. Additionally, we should consider other FFS incentives such as 

exempting providers participating in models from new FFS-centric payment cuts and incenting 

other providers to adopt APMs.  
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Encourage payers to offer risk-based arrangements. Medicare has been a leader in 

advancing new payment approaches, with some payers following suit. To truly innovate care, we 

must rethink the roles and responsibilities of payers and providers. Payers have critical functions 

(e.g. claims processing, marketing) but are unable to alter the care delivery process. We must 

give providers tools to change care delivery through new payment arrangements. The federal 

government should work with states and the private sector to spread the movement to APMs. For 

example, HHS could support states in incentivizing state Medicaid managed care programs to 

enter into more APM arrangements with providers, rather than remaining on a FFS chassis.  

Moreover, CMMI must scale some models to create direction and permanence for providers and 

for private insurers to also scale, creating uniformity across the healthcare landscape.  

 

 

RECCOMENDATIONS FOR MEDICARE APMS 
 

Next Generation ACO (NGACO) Model 

 

Medicare ACOs have been effective in lowering Medicare spending and improving quality of care for 

beneficiaries. The NGACO model, in particular, has allowed participants to elect full financial risk in 

exchange for additional flexibilities and incentives that are not available in other ACOs or total cost of care 

models. To date, evaluations have shown that the NGACO model achieved nearly $350 million in gross 

savings in its first three years,1 with no negative impact on quality of care. Conversely, CMS has 

concluded that the model did not achieve savings. We recommend that CMS reevaluate the model for 

expansion and consider other options for model permanence, such as a NGACO track within 

MSSP. 

 

With the NGACO slated to end in 2021, NGACO participants will face the choice of moving to the 

Medicare Shared Savings Program (MSSP) or applying for the Direct Contracting model. However, the 

NGACO model differs from these two options in significant ways: 

• NGACO has a different benchmarking methodology and risk corridors than MSSP Enhanced, 

providing NGACOs the opportunity to take on more risk in exchange for higher shared savings. 

 

• Direct Contracting model requires participants to take on capitation, a function that many 

providers have not taken on previously and may not have the resources to deploy. Additionally, 

as note below, NGACO participants will have a less favorable benchmark under Direct 

Contracting than entities with limited experience in risk-bearing models. 

 

NGACOs have invested significant resources in this model and should have the opportunity to take on full 

financial risk without being required to build new capabilities for paying downstream providers. At a 

minimum, we recommend that CMS extend the model while it considers pathways for model 

permanence.  

 

Direct Contracting Model – Global and Professional Tracks 

 

The Direct Contracting Model Global and Professional Tracks include many design features that Premier 

has strongly promoted, including the opportunity to incorporate primary care capitation into an ACO-like 

structure. However, there are several key design features that may make providers with prior experience 

in APMs less likely to participate in the Direct Contracting model. Premier recommends that CMS modify 

the Direct Contracting Global and Professional Tracks by:  

 
1 NGACO Third Evaluation Report, September 2020. https://innovation.cms.gov/data-and-reports/2020/nextgenaco-thirdevalrpt-
fullreport  

https://innovation.cms.gov/data-and-reports/2020/nextgenaco-thirdevalrpt-fullreport
https://innovation.cms.gov/data-and-reports/2020/nextgenaco-thirdevalrpt-fullreport
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• Increasing the potential for shared savings in the Professional Track to be comparable with 

NGACO and MSSP. The shared savings potential under the Professional Track is significantly 

lower than opportunities provided under existing ACO models. As a result, providers who are 

interested in design features under the Direct Contracting model may choose to continue in 

existing total cost of care models, where there is greater opportunity for shared savings. 

 

• Setting more reasonable discounts. The discounts and withholds applied under the Global 

Track far exceed the minimum savings rate in MSSP and discounts in NGACO. This will 

significantly reduce benchmarks and the DCE’s budgets for providing care. This could make 

participation challenging for many providers, especially those with historically low spending. 

 

• Creating a level playing field between new entrants and entities experienced in downside 

risk arrangements by using the same benchmarking methodologies for all participants. CMS is 

using two different benchmarking methodologies depending on a participant’s experience with 

Medicare APMs. DCEs with prior experience in Medicare will have benchmarks based on 

historical performance, which will reflect efficiencies achieved under past models. This approach 

disadvantages entities currently participating in two-sided risk models and further perpetuates the 

“race-to-bottom” that is inherent in many models. CMS should focus on encouraging participation 

across all providers and entities, no matter their level of experience. To do this, CMS should 

ensure that certain design features do not disadvantage and discourage participation from certain 

providers, especially those who have already shown a commitment to moving to two-sided risk. 

 

Direct Contracting Geographic (Geo) Model 

 

Premier supports testing a geographic approach to reducing costs and improving quality of care for 

Medicare beneficiaries. However, we are concerned that the Geo model – as it is currently designed – 

does not provide a practical opportunity for most providers to participate as the accountable entity. 

Several key aspects of the model design which would require providers to develop new capabilities 

currently held by other entities, such as insurers or the MACs. We appreciate that CMMI has chosen to 

place this model under review. As CMMI reevaluates this model, we ask that you consider Premier’s 

recommendations for improving the model: 

 

• Setting more reasonable discounts and consider removing any withholds, especially for 

high-performing providers experienced in downside-risk models. The steeply discounted 

benchmark does not consider the investment required to implement new capabilities (e.g., claims 

processing, paying downstream providers, etc.), rendering the model financially impossible for 

most providers. Additionally, while the quality and retention withholds can be earned back at 

reconciliation, most providers will not have the capital and resources to sustain such steep 

reductions in the short-term and stand up the necessary infrastructure. CMS should initially set 

discounts for providers that are comparable to existing total cost of care models, such as the 

NGACO model.  
 

• Establishing a pathway for providers to take on capitation gradually, including providing 

additional support and education to provider through learning collaboratives.  

 

• Evaluating its bidding process to ensure that providers are not unfairly disadvantaged. For 

example, providers will need to consider the additional costs of establishing new systems and 

infrastructures when determining their bid on the discount. Conversely, payers will be better 

positioned to bid lower since they can expand existing platforms and capabilities. 

https://www.premierinc.com/newsroom/policy/premier-calls-for-improvements-to-geo-direct-contracting-model
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• Testing voluntary-based alignment, MCO-based alignment, and random alignment in 

context of existing total cost of care models, such as MSSP or other tracks of Direct 

Contracting. These new approaches to alignment will ensure beneficiary choice remains a 

priority, while bringing more beneficiaries into value-based care.  

 

• Excluding beneficiaries that are aligned to ACOs from attribution to a Geo DCE, unless the 

DCE has an arrangement with the ACO or the beneficiary voluntarily aligns to the DCE. ACOs 

are already responsible for managing the total cost of care of their aligned beneficiaries. 

Introducing Geo DCEs into alignment for these beneficiaries not only duplicates existing efforts, it 

has the potential to undermine the relationship of beneficiaries with their existing providers. 

 

CHART Model – Community Transformation Track 

 

We appreciate the Biden Administration’s interest and commitment to improving the quality and 

sustainability of rural healthcare. The Community Health Access and Rural Transformation (CHART) 

Model – Community Transformation Track model offers providers a unique opportunity to transform 

healthcare in their communities by restructuring hospital care and repurposing rural facilities. We thank 

CMMI for extending the deadline for participants to apply and for extending the implementation period to 

give participants more time to prepare for the start of the model. Premier has recommended that CMMI 

further strengthen the model by:  

 

• Making Medicaid participation optional. We are concerned that Medicaid participation 

requirements could create significant roadblock for hospitals and health systems interested in 

participating in the model. A community’s ability to participate and succeed will depend on a 

state’s readiness and willingness to participate, which may be limited given challenges faced by 

states during the ongoing public health emergency. Additionally, many rural regional health 

systems span multiple states, requiring participation among multiple State Medicaid agencies. If 

participants are unable to secure participation from all State Medicaid agencies in their regions, 

they will only be able to develop a disjointed rural health strategy or not participate in the model. 

Finally, since most contracts with Medicaid managed care organizations are multi-year, altering 

these contracts to participate in the model will require states to renegotiate existing contracts, 

which will require payer interest and could take significant lead time. 

 

• Reducing the discounts and, at a minimum, alter how discounts are tied to population 

threshold. Rural providers currently face budget shortfalls and are struggling to maintain access. 

The discounts proposed under the model will be extremely challenging for rural providers to 

absorb, especially providers paid under cost-based reimbursement. A rural-centric model should 

be designed to improve sustainability of healthcare in rural communities and should focus on 

improved outcomes rather than significant savings to Medicare. Additionally, CMS proposes to tie 

discounts under the model to the volume of revenue that flows through capitated payments to the 

hospital – with communities with higher FFS revenue in capitated payments receiving a lower 

discount rate. CMMI should modify how payments are tied to volume, assessing the percentage 

of FFS revenue that flows through capitated payments, rather than targeted dollar amounts. 

 

• Providing options for incorporating providers across the continuum. The model is focused 

on shifting care from inpatient setting to outpatient and ambulatory care. We are concerned that 

this approach may be too limiting and will not provide enough flexibility to communities to 

transform care across the continuum. We urge CMMI to allow options to bring additional provider 

https://www.premierinc.com/newsroom/policy/premier-offers-chart-model-improvement-ideas
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payments into the capitated arrangement or to alter other CMMI models to include the flexibilities 

provided in this model. 

 

Bundled Payment Models 

 

To date, bundled payment models have been developed on a parallel track to total cost of care models, 

such as ACOs or Direct Contracting. As noted above, the complex overlap rules result in providers 

weighing the benefits of engaging with one type of model over the other. With several bundled payment 

programs approaching the conclusion of their test we encourage CMS to engage stakeholders in 

developing approaches for more cohesively incorporating bundled payments into total cost of 

care models. CMS should establish approaches that allow total cost of care entities to align with CMS-

established bundled payment program. Under this approach, all spending would reconcile at the total cost 

of care entity (e.g. DCE or ACO). CMS would provide the total cost of care entity information on bundled 

payment spending compared to target prices. Additionally, CMS could establish approaches for allowing 

total cost of care entities to establish downstream bundled payment arrangements. For example, ACO 

participants are often limited to primary-care focused providers. CMS could allow the ACO to establish a 

bundled arrangement with non-participant providers, allowing ACOs to partner with specialists and other 

providers. The ACO could then extend certain flexibilities to the providers (e.g., beneficiary engagement 

tools, gainsharing, etc.) that may otherwise be unavailable to them.  

 

We understand that CMMI has indicated it is considering a mandatory model to follow the Bundled 

Payment for Care Improvement Advanced (BPCI-A) model. It is imperative that a mandatory bundled 

payment model does not hinder the growth of total cost of care models. Additionally, CMS should 

engage stakeholders early and consider the following principles for mandatory models: 

• Providing opportunities for upside financial gains, as well as gradual risk options 

• Addressing overlap issues with existing APMs, giving preference to those participating in total 

cost of care models 

• Establishing appropriate provider exclusion criteria that recognize the challenges that rural and 

low-volume providers face with mandatory participation 

• Including quality metrics that are relevant to the model and that capture aligned beneficiaries 

during the model’s performance periods.  

 

Kidney Care Specialty Models 

 

CMMI recently announced that it will delay the start of the Kidney Care Choices (KCC) model until 

January 1, 2022. Premier recommends that CMMI extend the Comprehensive ESRD Care Model 

(CEC) model through the end of 2021 to ensure a smooth transition between the CEC and KCC 

models. We appreciate that this delay will allow some participants additional time to prepare for the 

model; however, we are concerned that this delay will result in a nine-month gap between the start of 

KCC model and the end of the CEC, which is scheduled to end March 31, 2021. In the absence of a 

seamless transition between models, providers will lack the resources and waivers to continue care 

coordination activities supported under CEC. This will result in disjointed care for beneficiaries with end 

stage renal disease. 

 

Testing Maternal Health APMs 

 

The current fee-for-service reimbursement structure does not facilitate effective evidence-based maternity 

care and is structured so that providers are rewarded for poorer outcomes. Shifting to a value-based 

maternity care model paradigm has the potential to positively impact maternal health outcomes by 

reducing variations in care delivery. Successful comprehensive maternal care models require evidence-
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based perinatal care delivered by an expanded care team and appropriate labor and delivery care models 

based on patient-specific indicators. There is an opportunity to test new payment models that focus on 

high-quality maternal care, including:  

• Testing bunded payments for maternal care that span episodes linking prenatal and post-partum 

care. 

• Testing models that focus on total cost of care for mothers and infants over a longer period.  

• Addressing health equity and social determinants as part of payment for maternal healthcare. 

 

CMMI should design approaches that could be readily adopted by states, under their waiver authority, 

and other payers. To spur the development of maternal models CMS should create a long-standing 

public-private task force focused on addressing maternal payment and it will be important to create 

funding opportunities for states to build the necessary infrastructure to support these APMs. Premier has 

been actively working to address many challenging aspects of building maternal APMs, such as defining 

high-value networks and linking data across the maternal care continuum. 

 

 

Medicare Shared Savings Program (MSSP) 

 

The MSSP has been one of the most successful value-based arrangements to-date. In 2019, the program 

generated $1.19 billion in total net Medicare savings. MSSP ACOs have also continued to furnish high 

quality care, with more than 90 percent of ACOs earning quality improvement points in 2019. There are 

several opportunities to further strengthen the MSSP and ensure providers continue to build on these 

successes:  

 

• Remove ACO beneficiaries from regional benchmark. Including ACO-assigned beneficiaries 

in the regional benchmark penalizes ACOs as they achieve savings for their assigned 

populations. This creates a “race to the bottom” for high performing ACOs, resulting in a 

benchmark that is more challenging to meet over time. The issue is more pronounced for rural 

ACOs, since they tend to care for a greater portion of their region’s total beneficiary population, 

as compared to their urban ACO counterparts.  

 

• Eliminate the high-low-revenue distinction. Under Pathways to Success, CMS began 

distinguishing between high- and low-revenue ACOs as a means of differentiating ACOs by type 

of provider (e.g., hospital-led vs. physician-led ACOs). As a result of this change low revenue 

ACOs are allowed additional time in lower risk MSSP tracks. Premier continues to have 

significant concerns with the high- and low-revenue distinction in MSSP. The best way to drive 

high-quality care for patients is to create incentives that drive all providers in a system to 

collaborate to innovate and deliver high-quality, cost-effective healthcare. Unfortunately, the high-

low revenue distinction has discouraged partnership with certain types of providers, such as 

hospitals and specialists. Eliminating the high-low revenue distinction will ensure that high 

performers are encouraged to participate in models regardless of provider type and will allow 

providers to more effectively collaborate in ways that best meet the needs of their population.  

 

• Provide a step-wise approach to the change in MSSP quality reporting. As part of CY2021 

rulemaking, CMS finalized several changes to how ACOs report quality data. We believe the 

adoption of these changes will place significant burden on providers, especially in light of the 

ongoing pandemic. We recommend CMS create a transition to reporting by electronic clinical 

quality measures (eCQM) and registry by limiting the reporting population to ACO aligned 

beneficiaries. 
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CONCLUSION  
 

In closing, the Premier healthcare alliance appreciates the opportunity to share our recommendations for 

accomplishing the Administration’s priorities. If you have any questions regarding our comments or need 

more information, please contact Aisha Pittman, vice president, policy, at aisha_pittman@premierinc.com 

or 202.879.8013. 

 

 

Sincerely,  

  

   

 

Blair Childs  

Senior Vice President, Public Affairs  

Premier healthcare alliance  
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