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I n developing alternative payment models (APMs), payers and 

practices seek to positively disrupt the current fee-for-service 

(FFS) paradigm and empower clinicians to deliver high-quality 

patient care at lower costs. In specialties such as oncology, the 

feasibility and efficacy of transferring financial risk to practices 

remain hotly debated. Commercial payers have experimented 

with various approaches to incentivize value-based care, and early 

lessons show that designing viable and scalable approaches to 

transferring risk in commercial models is challenging.

In this article, a group of payers and practices share their experi-

ences in designing and launching APMs that aim to hold oncology 

practices accountable for defined quality measures and cost-reduction 

targets for commercial or Medicare Advantage populations.

Why Pursue an APM?

Payer and practice motivations for pursuing APMs are nuanced. 

Payers aim to hold practices accountable for delivering high-value 

care, which is often conceptualized as lower-cost, higher-quality 

care. Some payers recognize the paradox that rewarding high-

quality, evidence-based care may not always result in immediate 

cost savings,1 and thus they may prioritize reducing variability of 

expected cost.

Practices often participate in APMs because they feel that the 

FFS system does not provide clinicians with enough autonomy 

or flexible resources to improve patient care. Others, anticipating 

that APMs will become widespread, want to lead the transition to 

value-based care, improve rapport with local or regional payers, 

and serve as thought leaders in the community.

How Should Practices Be Held at Risk in an APM?

Some stakeholders note that risk may incentivize more significant 

cost reduction and quality enhancement.2,3 In designing APMs, 

practices and payers are affording careful thought to the level and 

type of risk that practices can accept in APMs.

Some payers are beginning to leverage new financial incentives, 

including downside risk, to further drive value,4 although full risk 

for total cost of care is unlikely in commercial oncology APMs in 
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ABSTRACT

Many payers and clinicians are committed to advancing 
value-based care through the establishment of alternative 
payment models (APMs) that incentivize practices 
and clinicians to improve quality and reduce cost. 
A multistakeholder working group has observed that in 
specialty fields such as oncology, despite many attempts 
to design and implement APM pilots for commercial and 
Medicare Advantage populations, practical challenges and 
small numbers of episodes and patients present headwinds 
to viability and scalability. Despite this, some payers report 
emerging good practices and are optimistic about APMs. 
Careful and realistic consideration of the specific goals of a 
proposed model is warranted, as is close examination of the 
feasibility of transferring risk.
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the short term. Risk levels from prior and 

current pilots have varied: Some commercial 

payers have omitted risk for underlying FFS 

payments but not for enhanced care coordina-

tion payments paid to practices.

Some experienced practices are amenable 

to being financially accountable for delivering 

high-quality care. However, most favor only 

undertaking financial risks linked to utilization, 

such as reduction in emergency department 

(ED) visits and adherence to clinical pathways.

An unresolved question among both payers 

and practices is whether the cost of drugs should be included in the 

components for which a practice is held financially accountable.5,6 If 

included, novel therapy adjustments or other methodologies would 

need to better account for new technologies, otherwise practices 

adhering to evidence-based guidelines and succeeding in reducing 

ED or acute care visits may not achieve cost savings.7 Unpublished 

evidence suggests, however, that for commercial populations, the 

inclusion of drugs within an APM may have fewer drawbacks than 

previously assumed and that any risk may be partially mitigated 

through contracting measures (eg, aggregate risk caps) (L. Maini, 

PhD, University of North Carolina Chapel Hill, and D. C. Johnson, 

MD, MPH, Blue Cross Blue Shield of North Carolina, personal 

communications, October 14, 2020, and July 25, 2021).

How Can Commercial APMs Achieve an Appropriate 
Balance of Risk, Scalability, and Accountability?

Payers and practices attempting to create oncology APMs have 

encountered challenges in designing models that are viable and 

enticing to all stakeholders. These challenges include the following.

Small numbers of episodes are an impediment to transferring 

financial risk and inhibit various aspects of model development. 

A viable APM that is not unduly influenced by random variation 

requires many oncology episodes. Small numbers and associated 

outliers hamper the development of statistically valid quality 

measures and accurate baseline data sets. While designing an 

oncology APM that was centered around systemic therapy for all 

advanced cancers, one payer found that the highest annual volume 

of eligible episodes for an individual health system within the 

region totaled approximately 600 episodes. The center with the next 

highest volume saw fewer than 300 eligible cases. In comparison, 

a 2-sided risk accountable care organization in the same region 

required a minimum of 5000 patients per health system to be viable 

from an actuarial perspective.

Quality measurement can be burdensome for practices. Quality 

measure reporting is burdensome, especially when practices must 

report distinct measures across multiple payers. Some payers have 

tried to overcome this by using proxy measures or standards from 

other programs, such as Medicare’s Oncology Care Model (OCM). 

However, some practices still do not have the resources to collect 

certain quality data.

APMs require investment, yet returns are uncertain. Implementing 

APMs requires capital investments and workflow changes, such as the 

establishment of extended care clinics.8 For practices, the ongoing 

continuity of FFS in parallel to value-based models complicates efforts 

to engage in value-based interventions. As an example, commercially 

available pathways solutions can require a 6-figure investment for 

large cancer practices, but such investments can be difficult to justify 

to practices’ C-suites without a clear return on investment linked to 

their utilization. Oncology rapid assessment clinics to divert patients 

from ED and inpatient admissions face similar challenges. Because 

most revenue continues to flow through FFS, some C-suites remain 

focused on these revenue centers and are reluctant to explore APMs, 

which take added time and resources to implement.

Payers also struggle to convince leadership that oncology APMs 

have value because short-term cost reductions are hard to achieve. 

There can also be internal competition for resources between 

specialty and primary care APMs. Additionally, COVID-19 and 

associated utilization declines may thwart effective measurement 

of APMs’ impact in the short term.

Clinical pathways have value but are not an immediate cure-all. 

Despite challenges in justifying a pathway’s expense, well-designed 

clinical pathways can have a meaningful role to play in enhancing 

quality, reducing variation, and promoting appropriate utilization. 

To have the greatest impact in an APM, pathways would ideally be 

narrowly focused and offer decision support for end-to-end services, 

not only for treatment. However, although initial evidence signaled 

that pathway utilization may reduce total spending,9 recent research 

findings have called this into question as standards of care and 

innovation evolve.10

What Good Practices Have Emerged?

Despite these caveats, many stakeholders remain committed to 

shifting away from FFS. Incremental efforts to date have yielded 

some good practices:

Blend lines of business. For payers that include Medicare 

Advantage, commercial, and/or Medicaid patients among their 

membership, creating a model that can be implemented across all 

lines of business can help bolster a program’s scale.

Consider highly targeted APMs when shifting to 2-sided risk. 

For payers that are committed to transferring risk to practices, 

TAKEAWAY POINTS

Despite enthusiasm for piloting alternative payment models (APMs) in specialties such as 
oncology, commercial payers and practice partners have encountered difficulties in designing 
and implementing these models.

 › Small numbers of episodes are a significant impediment to transferring financial risk, and 
they inhibit quality measurement, establishment of accurate financial benchmarks and 
targets, and the overall viability of APMs for commercial populations.

 › Payers and practices struggle to assess APMs’ returns on investment.

 › However, some payers report emerging good practices, such as focusing models on com-
mon cancer types for which data suggest potential opportunity to affect variability or cost.
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starting with a targeted APM for large independent practices that 

are experienced in value-based care may be beneficial. Focusing on 

highly specific cancers that are common in the population and for 

which data indicate that a practice may be able to affect variability 

or cost is an advisable first step into a 2-sided risk approach.

Develop a robust clinical data exchange. Cancer cannot be well 

described in claims. Payers developing such models need to deter-

mine a way to access and interface with clinical data, including the 

genomic and molecular data that are increasingly important in the 

precision medicine era. Some payers believe this is so fundamental 

to success that they caution against further development of an APM 

until a clinical data strategy is adopted by all parties. Pathways 

already electronically capture relevant clinical information such as 

stage and molecular subtype and may be useful in such exchanges.

Consider clear and narrow definitions of eligibility. For commercial 

payers, a narrow approach to determining eligible episodes may be 

beneficial. Some, for example, omit from a practice’s accountability 

any hospital visits that take place prior to active treatment or cases 

in which a patient sees a provider only once. A narrow approach may 

also include focusing only on patients on active therapy regimens, 

not maintenance or low-risk (eg, hormone-only) treatment regimens, 

which are characterized by distinct treatment pathways and cost 

implications, as OCM leadership has observed.11

Implement a payer-led approach to eligibility. Determining 

eligibility of episodes can be a point of contention across payers 

and practices and entails extensive analysis. Payers could take the 

lead on identifying these and invite practices to subsequently verify 

or change episode definitions.

Assess the drawbacks and benefits of using a delegated risk 

model. Transferring risk to a third-party entity can be an incremental 

option for pursuing 2-sided risk models. Such entities contract 

directly with payers to bear risk, and they work with practices on 

care delivery, quality enhancement processes, and value-based care 

decision-making. Such an approach moves risk one degree closer 

to providers of health care while leveraging third parties’ expertise 

in evidence-based guidelines and analytics. However, these parties 

extract a portion of the value that practices create, thereby limiting 

the rewards that practices can reap from enhancing quality and 

reducing costs.

Closing 

Many health care leaders continue to be optimistic about APMs, but 

the practical challenges that payers and practices face in designing 

and implementing these models are considerable. Looking to the 

future, a better enabling environment for APMs would entail access 

to large-scale, robust cost and clinical data sets to better power 

financial benchmarks. n
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