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Payment and Delivery System Reform in Medicare 1 

Policymakers, health care providers, and policy analysts continue to call for “delivery system reform”—changes 

to the way health care is provided and paid for in the United States—to address concerns about rising costs, 

quality of care, and inefficient spending.  The Affordable Care Act (ACA) established several initiatives to 

identify and test new health care payment models that focus on these issues.  Many of these ACA programs 

apply specifically to Medicare, the social insurance program that provides coverage to 55 million Americans age 

65 and older and younger adults with permanent disabilities.   

This Primer describes the framework and concepts of three payment models that CMS is currently testing and 

implementing within traditional Medicare—medical homes, ACOs, and bundled payments.  Combined, these 

three models account for care provided to about 10 million Medicare beneficiaries and are frequently cited by 

media, researchers, and policymakers as current examples of ongoing delivery system reforms.  Within each of 

these three broad models, the Centers for Medicare and Medicaid Services (CMS) is testing a variety of 

individual payment approaches and program structures.  This Primer reviews each of the models, including 

their goals, financial incentives, size (number of participating providers and beneficiaries affected), and 

potential beneficiary implications.  It also summarizes early results with respect to Medicare savings and 

quality.   

Preliminary results from these models are somewhat mixed at this point, with some models showing more 

promise than others.  This might be expected given their early stages, the diverse number of approaches being 

implemented, and methodological challenges associated with calculating savings.  Many of the models are 

meeting quality targets and showing improvements in quality of care, but to date, overall net savings to 

Medicare are relatively modest, with large variation between models.  More results are expected to be released 

in the future, and new models are launching in 2016—several of which are designed to address issues raised by 

stakeholders with respect to the initial model designs.  

Looking ahead, as more results become available, a key question is how Medicare patients fare in these delivery 

system reform models, especially those with the greatest health care needs.  The answer, along with 

performance on overall spending and quality, will help policymakers identify which models to pursue or 

discard, which to alter, and what might be needed to disseminate successful models more broadly. 
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what does not, presents methodological challenges.10  Additionally, the evaluation of medical homes, ACOs, 

and bundled payments are conducted separately, which may preclude assessing how they might work together 

in a coherent way.   

CMMI is also planning to launch a number of new models in 2016, several of which are designed to address 

issues raised by stakeholders with respect to the initial model offerings.  For example, new ACO and bundled 

payment models, described later in this Primer, will provide advance payments to providers to address their 

concerns about start-up resources needed for transforming their patient care and business models.  CMMI is 

also exploring models that aim to inform and engage beneficiaries about the goals of the new payment 

approaches.  Consumer involvement has not, as yet, been a major component of delivery system reform, 

particularly outside of medical home models.  It will be helpful in future models to see how beneficiaries’ 

understanding of the models affects provider approaches, changes in service utilization, and patient outcomes.  

With increased beneficiary involvement also comes the need to incorporate appropriate measures for 

beneficiaries who have cognitive impairments. 

Introducing delivery system reform in Medicare is an extremely ambitious effort and one that comes with a 

number of challenges.  Health care is changing rapidly, and while it is difficult to guarantee a controlled 

experiment in which only the changes of interest (typically targeted payment incentives) are allowed to vary, 

understanding the ability of providers to lower costs while maintaining or improving quality may help 

illuminate the ingredients of success (or failure).  Ultimately, a key consideration for CMS and Congress to 

track is how Medicare patients fare in these delivery system reform models, especially those with the greatest 

health care needs.  This issue, along with overall spending and quality, will help policymakers identify which 

models to pursue, and what it will take to disseminate the most successful payment and delivery models more 

broadly. 
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