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H ospital-based emergency departments (EDs) play a cen-

tral role in US healthcare delivery, with 136 million visits 

in 2011.1 For decades, increases in ED visit rates have out-

paced population growth, and led to overcrowding, when coupled 

with rising intensity of care and more ED-based imaging, labora-

tory tests, and treatments.2,3 ED care is often fragmented and more 

costly than other settings; as a result, EDs are a target for reforms.4 

The Affordable Care Act and, more recently, the Medicare Access 

and CHIP Reauthorization Act of 2015 (MACRA), both promote the 

adoption of alternative payment models (APMs) to improve patient 

outcomes and reduce costs.5 Yet, how APMs will apply to EDs is 

unclear.6,7 Accountable care organizations and other risk-bearing 

entities primarily focus on reducing ED visits rather than engaging 

with EDs to improve care delivery across settings. 

However, implementing APMs in EDs will have several chal-

lenges: 1) EDs do not control the demand for ED care; rather, care 

demands come from surrounding community needs8,9,; 2) most 

of today’s EDs are not designed to follow patients longitudinal-

ly, making it difficult to track overall patient costs; 3) EDs must 

comply with the Emergency Medical Treatment and Labor Act 

(EMTALA) and treat patients regardless of their ability to pay, and 

as a result, EDs serve as the safety net; 4) EDs are indispensable 

resources during public health emergencies; therefore, if APMs 

impact ED viability, additional resources will be necessary to 

provide a safety net and respond to disasters, and 5) because ED 

standards of care often involve liberal diagnostic testing and ad-

mission to rule out life-threatening conditions,10-12 changing care 

patterns via payment reform may increase misdiagnoses.13,14

Potential Alternative Payment and Delivery Models for 
EDs

Despite these challenges, several APMs are potentially applicable 

to EDs. In Table 1,15 descriptions of APMs from categories 1 through 

4 are presented in the new HHS payment taxonomy framework.7 

Category 1. Category 1 starts with traditional fee-for-service 

(FFS), and each higher-level category shifts to person- or popula-

tion-level payments, increasing financial risk and accountability, 

and aggregating payments across providers. 

Category 2. Category 2 links FFS payments with quality. In 

practice, FFS would continue, but EDs could receive additional 

payments for reaching benchmarks (ie, better patient experience, 

improved care); or for value-creating activities, such as care co-

ordination and preventing admissions; or for specific services, 

such as patient call-backs. Paying directly for ED care coordi-

nation can improve care and reduce costs. For example, the ED 

physicians at Upper Chesapeake Hospital in Maryland call back 

certain patients after ED discharge to ensure care plans are ex-

ecuted properly. The program successfully identifies short-term 

problems, improves patient experience, and pushes the ED to 

think beyond episodic care to a more longitudinal approach. ED 

physicians receive $20 per patient for this service.16

Category 3. Category 3 consists of shared savings and risk 

models, where groups of providers and facilities would receive 

FFS payments, but also share in the upside and downside rela-

tive to a pre-specified budget. With target costs in mind, ED pro-

viders can establish frequent-user programs, which reduce costs 

through personalized care plans for patients with complex and 

psychosocial needs. For example, the home visit program at the 

University of Colorado, called Bridges to Care, enrolls high-cost 

ED patients in a health-coaching program facilitated by local fed-

erally qualified health centers. Patients are connected to a nurse 

practitioner, who makes home visits to identify care barriers and 

designs individualized interventions. In this model, the ED has 

an incentive to connect patients to value-producing activities 

that reduce costs and result in shared savings.17 However, because 

ED investments are required to implement these programs, it is 

important to ensure ED providers benefit from shared savings. 

Bundled payments for episodic illness are another model in cat-

egory 3. For example, ED providers can be paid a fixed amount for 

minor conditions, where monitoring for short-term relapses and 

complications are important (eg, asthma exacerbations, cellulitis). 

EDs can focus on bringing these cases to a close by scheduling ED 
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or clinic follow-up for reevaluation. For higher-acuity conditions, 

where extended observation may be needed (eg, transient isch-

emic attack, chest pain), ED-based observation care improves care 

efficiency by reducing avoidable hospital admissions.18 For exam-

ple, Arkansas’s Health Care Payment Improvement Initiative estab-

lished acute care–specific retrospective bundles across Medicaid 

and its 3 largest commercial payers. The asthma bundle is triggered 

by a hospital visit (ED or inpatient) and includes all related facility 

services, inpatient professional services, ED visits, observations, 

labs and diagnostics, outpatient costs (eg. counseling), medica-

tions, and select costs for relevant care for 30 days.19 

Category 4. At the end of the spectrum, cat-

egory 4 includes population-based payments, 

such as capitation and global budgets. Here, 

ED providers, or their facilities, would receive a 

fixed payment based on prior utilization, the lo-

cal population, or total expected costs for a peri-

od of time. Population-based payments provide 

the greatest incentive to build systems to reduce 

inefficient care and to prevent acute care visits 

entirely through disruptive innovations (ie, 

telemedicine), as well as to shift low-acuity care 

into other settings (ie, urgent care centers). The Kaiser On-Call pro-

gram provides members with 24/7 access to nurses and physicians to 

facilitate decisions regarding care setting.20 Through Kaiser Perman-

ente California’s unique integrated structure and contractual relation-

ships, ED physicians are paid a market-competitive base salary with 

incentives based on quality and patient experience measures. There 

are no financial incentives for providing unneeded services and no 

financial gain for withholding clinically necessary care. 

Full and partially capitated models create incentives for longi-

tudinal and episodic ED providers to collaborate and reduce costs 

across the continuum. However, prospective attribution remains a 
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TABLE 1. HHS Payment Taxonomy Framework15

Category 1
(FFS with no link to quality)

Category 2
(FFS with link to quality)

Category 3
(APMs built on FFS architecture) 

Category 4
(population-based payment) 

Description • Payments are based on 
volume of services and 
not linked to quality or 
efficiency

• At least a portion of  
payments vary based 
on the quality of ef-
ficiency of healthcare 
delivery 

• Some payment is linked to 
the effective management of 
a population or an episode of 
care; payments are still trig-
gered by delivery of service, 
but there are opportunities for 
shared savings or 2-sided risk 

• Payment is not directly 
triggered by service 
delivery, so volume is not 
linked to payment; clini-
cians and organizations 
are paid and responsible 
for the care of a benefi-
ciary for a long period

Examples 
in Medicare 

• Traditional Medicare FFS • Hospital value-based 
purchasing

• Hospital Readmis-
sions Reduction 
Program

• Add-on payments

• Bundled payments
• ACOs
• Shared savings

• Eligible Pioneer ACOs in 
years 3 to 5, and some 
Next Generation ACO pay-
ment models

• Capitation and global 
budgets contracting

Examples 
in private 
payers

• FFS • ED physicians at 
Upper Chesapeake 
Hospital receive 
add-on payments for 
call-backs, where ED 
patients are contacted 
shortly after discharge 
by their ED physician 
to ensure that care 
plans are executed 
successfully and there 
are no unexpected 
clinical complications

• Arkansas’s Health Care Pay-
ment Improvement Initiative 
established an asthma bundle 
triggered by a visit to the 
hospital (ED or inpatient) and 
includes all related facility 
services, inpatient profession-
al services, ED visits, obser-
vation, labs and diagnostics, 
outpatient costs, medications, 
and select costs for relevant 
postacute care for 30 days

• Maryland, through a 
unique Medicare waiver 
that established an all-
payer hospital rate-set-
ting system, uses a global 
budget revenue model 
such that each hospital’s 
total annual revenue is 
known the year before 
and is independent of 
volume

ACO indicates accountable care organization; APM, alternative payment model; ED, emergency department; FFS, fee-for-service.
Source: Better care. smarter spending. healthier people: paying providers for value, not volume. CMS website. https://www.cms.gov/Newsroom/MediaReleaseDa-
tabase/Fact-sheets/2015-Fact-sheets-items/2015-01-26-3.html. Published January 26, 2015. Accessed February 24, 2016. 
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TABLE 2. Examples of the HHS Framework Applied to Support Integration and Innovation in ED Care

Category 1
(FFS with  

no link to quality)

Category 2
(FFS with  

link to quality) 

Category 3
(APMs built on 

FFS architecturea)

Category 4
(population-based 

paymentb) 

Incentives/ 
desired  
system 
change

• Incentive for 
higher volume 
services

• Incentive for high vol-
ume remains

• Focus on conditions 
with quality metrics 

• Target high volume and cost 
services, with opportunity for 
shared savings for reducing 
inefficient/duplicative care for 
high utilizers

• Provide preventive services 
and high-quality, high-value 
services to help triage the 
acutely ill and injured

• Focus on enhancing popula-
tion health

Demand 
management

• None • None • Focus on populations that 
may use services inefficiently 
(ie, high-cost users) 

• Comprehensive demand man-
agement with 24/7 access

• Patient-centered tools to aid 
in decision making

Care 
coordination

• No incentive 
to coordinate 
care; as a result, 
limited care 
coordination 

• Expanded care coordina-
tion with focus on high-
risk populations or other 
explicitly rewarded activi-
ties, such as social work 
and case management

• Further increased coordina-
tion with better integration 
across settings and more 
robust postacute pathways

• Fully integrated care coordi-
nation across the continuum 
with seamless postacute care 
coordination

Information 
system  
requirements

• EHRs or  
paper charts

• EHRs with specific fea-
tures that focus efforts 
on measured activity or 
clinical pathways

• EHRs with some expanded in-
teroperability across settings 
and providers

• EHRs with full interoperability 
and connection with longitu-
dinal care

Role of ED  
care providers

• ED care only • ED care with enhanced 
services linked to 
additional payments, 
such as increased use 
of clinical pathways or 
sharing information

• ED with enhanced team-
based care

• Online and offline manage-
ment of high-risk populations

• Clinical pathways

• Horizontally integrated care 
with central role in demand 
management

• High focus on value in acute 
care settings

• Integration with longitudinal 
care team 

Examples of 
interventions

• None • Call-back programs 
• Frequent-user care plans
• Medication 

management 

• Example: UnitedHealth-
care’s High-Risk Case 
Management Program

• Enhanced patient education
• Clinical pathways
• ED-follow up visit

• Example: HonorHealth ACO’s 
Transition Services uses vet-
eran medics to provide in-home 
follow-up care and education

• Telemedicine availability to 
help triage symptoms 

• Example: Kaiser On-Call for 
demand management

Barriers to 
new payment 
model  
implementa-
tion 

• N/A • Creation of additional 
quality metrics

• Testing metrics to 
ensure safety

• Creation of communication 
pathways and business rela-
tionships across providers

• Payment distribution 

• Payment distribution across 
providers and physician 
compensation

• Establishing an integrated 
governance/contracting 
structure

Barriers to 
new program 
implementa-
tion

• N/A • Costs related to 
new programs and 
initialization

• Costs related to new 
programs

• New roles for ED providers 
will require training

• Establishing interoperable 
health information networks

• Costs related to new pro-
grams and IT infrastructure

• New roles for ED providers 
will require training

• Creation of additional quality 
metrics

• Testing metrics to ensure safety

ACO indicates accountable care organization; APM, alternative payment model; ED, emergency department; EHR, electronic health record; FFS, fee-for-service; IT, 
information technology; N/A, not applicable.
aBundled payments, shared savings, and risk.
bPartial/full capitation and global budgets.

challenge for EDs because they fall under EMTALA and do not directly 

control much of their demand. Therefore, EDs should ideally be a 

component of a capitated payment rather than the risk-bearing entity.

The Reform Roadmap to Delivering Integrated Acute Care
MACRA has provided opportunities through the Physician-Fo-

cused Payment Model Technical Advisory Committee for the de-
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velopment of specialty APMs. As such, ED physicians are a critical 

stakeholder to enable successful implementation of ED APMs 

and provide guidance to CMS on how APMs should be applied to 

acute care. One key area of need is related to the major gaps in 

ED quality measures. Most focus on discrete care processes for 

limited conditions or measure only 1 domain of quality, such as 

care timeliness (eg, ED boarding time).21 With ED physician input, 

valid and reliable quality measures can be developed to ensure 

desired outcomes are achieved and care is not stinted. 

Measures should be developed with 3 key principles in mind. 

First, guidelines and pathways for specific complaints should be 

adhered to.22 Second, resource utilization should be balanced with 

measures of misdiagnoses and diagnostic yield.22-24 Third, infor-

mation sharing is a necessary component to cost-effective ED care 

(ie, interoperability of information across settings). Through the 

American College of Emergency Physician’s Clinical Emergency Data 

Registry, an expanding list of quality metrics developed by ED physi-

cians will be useful to monitor quality or for use in APMs.25 ED pay-

ment and delivery models should also be tested, prior to scaling, for 

safety and unintended consequences. The goal is for patients to con-

tinue to receive high-quality acute and emergency care, and that ac-

cess is not reduced by implicit incentives in APMs. Table 2 provides 

a roadmap to integrate acute care super-imposed on the HHS pay-

ment taxonomy framework. This illustrates how EDs can move from 

category 2 to 4 through payment and delivery reforms, and describes 

potential barriers and specific information-sharing requirements. 

CONCLUSIONS
Ultimately, the goal of payment and delivery reforms in emergency 

care is about collaborating with the ED to improve population health 

across the continuum of care. Transitioning from FFS to APMs needs 

to occur gradually; ideally, it should be disruptive, but not destruc-

tive, to the fundamental functions of EDs. FFS with links to quality 

may be the most viable short-term model to help EDs prepare for 

APMs. As this transition progresses across care settings, EDs, health 

systems, and the government will also need to monitor how poten-

tial volume reductions in ED visits impact the long-term financial 

sustainability of EDs, given high fixed costs.
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