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Introduction

Worldwide, the interest in value-based health care (VBHC) 
is growing rapidly. In many developed countries there is pub-
lic recognition that waste and inefficiency can be reduced, 
while quality and health outcomes can be improved (Berwick 
& Hackbarth, 2012). Encouraging health care providers to 
deliver high-value care is thus a focal point in health policy.

An essential element in the pursuit of VBHC is provider 
payment reform. The reason for this is twofold. First, finan-
cial incentives in general, convincingly show to substantially 
influence provider behavior (Gaynor, Rebitzer, & Taylor, 
2004; McGuire, 2000, 2011; Robinson, 2001). For example, 
physicians paid on a fee-for-service (FFS) basis, tend to pro-
vide more care compared with capitated and salaried physi-
cians (Gosden et al., 2000). Second, predominant payment 
methods—in particular FFS—are not well aligned with value 
(Christianson & Conrad, 2011; Ellis & Miller, 2008; Jegers, 
Kesteloot, de Graeve, & Gilles, 2002; Robinson, 2001). 
Specifically, paying providers separately and per activity 
encourages overprovision, maintains fragmentation, discour-
ages prevention, and does not stimulate high-quality care. 
Since working toward VBHC, while leaving financial incen-
tives for low-value care intact would clearly be counterpro-
ductive, there is consensus that VBHC and payment reform 
should go hand-in-hand.

Over the past decade, there has been much experimenta-
tion with various types of value-based payment (VBP) mod-
els. In this regard, both “value” and “VBP” are defined and 
operationalized in different ways. According to Berwick, 
Nolan, and Whittington (2008), high-value care requires pur-
suit of the “triple aim”: limiting per capita cost of care, 
improving individual patient experience, and improving 
population health. Porter (2009, 2010) provides a more gen-
eral description of value, namely, the best health outcomes 
achieved per dollar spent. Conrad (2015) defines value as 
maximum health benefit (operationalized as health out-
comes, processes of care, and patient experience) at mini-
mum cost. A commonality in these definitions is that value is 
considered a multidimensional concept, comprising not only 
high quality and integration of care but also cost-conscious-
ness and good health outcomes, which in turn require 
prevention.
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Regarding VBP reform, emphasis is primarily on devel-
oping and implementing bundled-payment models for spe-
cific conditions or treatments as well as pay-for-performance 
(P4P) models that explicitly reward specific, measurable 
aspects of value (Chee, Ryan, Wasfy, & Borden, 2016; 
Roland & Campbell, 2014; Ryan, Krinsky, Maurer, & 
Dimick, 2017). Examples of the former are the Bundled 
Payment for Care Improvement Initiative and the Acute Care 
Episode Demonstration, both implemented in U.S. Medicare. 
Examples of the latter are the Hospital Value-Based 
Purchasing Program in U.S. acute care hospitals and the 
Quality and Outcomes Framework in the U.K. primary care 
sector. Although bundled payment and P4P could contribute 
to improvement of specific value dimensions, other impor-
tant dimensions are unlikely to be strongly affected. Bundled 
payment mainly stimulates cost-conscious behavior and 
coordination, regarding the services pertaining to the condi-
tion or treatment in question (Stokes et al., 2018). P4P, by 
design, only focuses on aspects of value that can be explicitly 
measured using indicators, which are typically aspects of 
clinical quality. In other words, both types of VBP adopt a 
relatively narrow definition of value and are not well-suited 
for simultaneously incentivizing the multiple value dimen-
sions as defined in the literature.

If payment reform is to substantially contribute to value in 
a broad sense, more profound reform of current payment 
models is likely to be required. Indeed, there is growing rec-
ognition in the literature as well as in practice that VBP mod-
els be designed in such a manner that incentives for 
high-value care stretch beyond the level of conditions or 
treatments. In addition, these models should not only stimu-
late measurable aspects of high-quality care but also cost-
conscious behavior, well-coordinated care, and prevention 
(Peikes et al., 2018; Quentin et al., 2018; Scott, Liu, & Yong, 
2018). Arguably, this can be realized by combining two pay-
ment components: (a) global base payments and (b) explicit 
quality incentives (Cattel, Eijkenaar, & Schut, 2020; see in 
section “The Rationale of Global Base Payments in 
Combination With Explicit Quality Incentives” for a justifi-
cation). Over the past years, payment reform initiatives 
adopting these two components have been gaining ground, 
for example, in the shape of accountable care organizations 
(ACOs). To date, however, these initiatives have not been 
systematically identified and described.

New Contribution

Prior literature reviews investigating VBP reform mainly 
focused on bundled payment and P4P initiatives, which 
adopt a relatively narrow definition of value (Conrad, 
Grembowski, Hernandez, Lau, & Marcus-Smith, 2014; 
Mendelson et al., 2017; Milstein & Schreyögg, 2016; Scott 
et al., 2018). A comprehensive overview of VBP initiatives 
aiming at improving value in a broad sense via global base 
payments combined with explicit quality incentives is 

lacking. Currently, it is unclear how these initiatives are 
being designed and to what extent they are effective in 
improving value. In this article, we aim to fill this gap by 
systematically identifying and analyzing VBP initiatives 
comprising these two payment components. Specifically, we 
(a) describe the design features of these initiatives and (b) 
assess the extent to which initiatives have been successful in 
improving value. In doing so, we aim to provide policy mak-
ers, payers, and health care providers insight in promising 
and practically feasible modalities of VBP reform. In turn, 
this could support additional innovation, facilitate future 
model comparison, and ultimately contribute to VBHC. The 
integration of non-U.S. initiatives is especially valuable to 
stimulate international comparisons and shared learning.

This article proceeds as follows. The next section presents 
a framework of a VBP model comprising global base pay-
ments and explicit quality incentives, which will be used to 
systematically describe and compare identified initiatives. 
“Search Strategy and Selection Procedure” elaborates on the 
strategy followed while conducting this systematic literature 
review, and “Search Results” presents the results. 
“Discussion” reflects on the main findings and provides an 
overall conclusion.

Conceptual Framework

Recent papers have attempted to explicate the relationship 
between what a health care system ideally pursues in terms 
of value and what is required in terms of the design of pro-
vider payment systems (e.g., Cattel et al., 2018; Eijkenaar, 
2013a; Scott et al., 2018). After reviewing existing descrip-
tions of value and arguments used in the societal debate on 
what stakeholders in health care ideally aim for, we conclude 
that value is a multidimensional concept. The commonality 
in all descriptions is that value encompasses not only high-
quality care, but also multidisciplinary coordination, cost-
conscious behavior, and prevention (Berwick et al., 2008; 
Conrad, 2015; Donabedian, 1988; Eijkenaar & Schut, 2015; 
Institute of Medicine, 2001; Porter, 2009, 2010; Stokes et al., 
2018). Based on a comprehensive synthesis of the payment 
incentive literature, Cattel et al. (2018) conclude that a com-
bination of global base payments with explicit quality incen-
tives seems well-suited to stimulate all these value dimensions 
simultaneously. The next section briefly elaborates on the 
rationale of such a two-component model.

The Rationale of Global Base Payments in 
Combination With Explicit Quality Incentives

The first component of a VBP model that stimulates value in 
a broad sense is a substantial global base payment. In essence, 
global payments are a form of bundled payment, with the 
bundle being constructed at a higher level than at the level of 
conditions or treatments. This addresses the shortcomings of 
lower level forms of bundled payment mentioned in the 
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Introduction. The second component is a relatively low-pow-
ered P4P payment that explicitly rewards some measurable 
aspects of value.

Any provider payment system will at least consist of a 
base component that is not directly linked to providers’ mea-
sured performance. The reason is that many aspects of value, 
such as well-coordinated care and many health outcomes, are 
difficult or impossible to measure and attribute. While 
important, these aspects can thus not “explicitly” be 
accounted for in the payment contract (Eggleston, 2005; 
Holmstrom & Milgrom, 1991). The base payment can be 
designed in such a manner that it “implicitly” incentivizes 
aspects of value that cannot be adequately measured and thus 
not stimulated through explicit incentives (see section 
“Design of Global Base Payments and Explicit Quality 
Incentives”). Designing the base payment as a global pay-
ment facilitates cost-consciousness and well-coordinated 
care across the full continuum of care, with a focus on whole 
persons instead of on separate conditions or treatments.

Global base payments transfer financial risk from payer to 
provider. A possible danger is that providers become exposed 
to too much financial risk. As a result, they may be inclined 
to skimp on quality or act too aggressively in attempts to 
reduce spending by underproviding necessary but expensive 
services. These concerns, which are not just theoretical 
(Frakt & Mayes, 2012; Robinson, 2001), can be mitigated by 
supplementing the global base payment with risk-sharing 
arrangements and explicit quality incentives. Risk sharing 
results in a situation in which providers are being held 
accountable for only a share of savings/losses realized under 
the global base payment. Explicit quality incentives may 
trigger providers to give sufficient attention to value aspects 
that are unlikely to be incentivized by the global base pay-
ment but may be prone to quality skimping or underprovi-
sion (Eijkenaar, 2013b). These incentives should be relatively 
low-powered to prevent a disproportionate focus on rewarded 
tasks (Campbell, Reeves, Kontopantelis, Sibbald, & Roland, 
2009; Mullen, Frank, & Rosenthal, 2010; Steel, Maisey, 
Clark, Fleetcroft, & Howe, 2007). In addition, high-powered 
explicit incentives may have a negative effect on physicians’ 
intrinsic motivation (Eijkenaar, 2013b; Wynia, 2009).

Empirical work supports the theoretical rationale of a 
two-component VBP model. Vlaanderen et al. (2019), for 
example, conclude that using explicit incentives for (out-
come) quality paired with global base payments seems pre-
ferred over using explicit quality incentives alone.

Design of Global Base Payments and Explicit 
Quality Incentives

In this review, we analyze VBP initiatives combining global 
base payments with explicit quality incentives in terms of 
design and impact on value. For this purpose, we use two 
existing conceptual frameworks: one for the global base pay-
ment (Cattel et al., 2018) and one for the explicit quality 

incentives (Eijkenaar, 2013a). Although other frameworks 
made important contributions to the VBP literature, they are 
not suited for thoroughly describing and comparing key 
design features of payment models adopting the two-compo-
nent structure described above. Shortell, Wu, Lewis, Colla, 
and Fisher (2014), for example, established a taxonomy to 
classify and understand early ACOs using eight general attri-
butes that are not all related to payment design. In another 
article, Stokes et al. (2018) proposed a typology of payment 
models for integrated care. Since the focus of that article is 
specifically on incentives and facilitators for integrated care, 
it is also not suitable for the purpose of our review.

Figure 1 summarizes design features and issues regarding 
both payment components, which we briefly discuss below. 
First, providing the global base payment to a multidisci-
plinary provider group fosters coordination across the con-
tinuum of care (Anderson & Weller, 1999; Berenson, 2010; 
Burwell, 2015; Mehrotra & Hussey, 2015). Financial barriers 
between providers and sites are removed, resulting in more 
flexibility in the resource deployment (Cutler & Ghosh, 
2012; Mechanic & Altman, 2009; H. D. Miller, 2009). 
Generally, a main contractor is responsible for administering 
and distributing the payment and employing and/or subcon-
tracting individual providers (Anderson & Weller, 1999).

Second, a global base payment pertains to a comprehensive 
set of care services for a predefined population of individuals. 
By adopting a person-based rather than a condition-based 
approach, incentives for prevention and cost-conscious behav-
ior are strengthened. Another advantage is that cost-shifting 
becomes more difficult and is even impossible if the payment 
applies to the full continuum of care (Busse & Stahl, 2014; 
Hussey, Ridgely, & Rosenthal, 2011; Ridgely, de Vries, Bozic, 
& Hussey, 2014). The population can be delineated in various 
ways, for example, based on provider and/or payer affiliation. 
Attribution of this population to the provider group can be 
done prospectively or retrospectively.

Third, providing a payment that is fixed for a defined 
period of time stimulates cost-conscious behavior because 
it transfers financial risk to providers (Conrad, 2015; Frakt 
& Mayes, 2012; Jegers et al., 2002; H. D. Miller, 2009; 
Robinson, 2001). The payment can be determined in vari-
ous ways, including based on historical spending and on 
average per capita spending in the region. The payment can 
be implemented as a “real” payment that actually replaces 
existing payment systems or as a “virtual” spending target 
with end-of-period reconciliation with claims. Regarding 
the contract period, in principle multiyear contracts seem 
preferable over short-term contracts because they provide 
room for earning back investments in value improvement. 
In addition, multiyear contracts signal mutual trust and pre-
vent costly effort on “overwriting” complex, short-term 
contracts (Christianson & Conrad, 2011; Marques & Berg, 
2011; Shortell, 2013; Silberberg, 1990). In practice, how-
ever, multiyear contracting could be difficult, especially in 
settings with high rates of beneficiary “churn.”
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Finally, to realize better effects on the different value 
dimensions, theory recommends risk-adjusting the base 
payment and applying risk-mitigating measures. Risk 
adjustment prevents providers from being unfairly penal-
ized for caring for a disproportionate share of high-risk 
individuals and from being incentivized to select favorable 
risks (Iezzoni, 2003; Rose, Zaslavsky, & McWilliams, 
2016). Adopting risk-mitigating measures protects provid-
ers against excessive financial risk due to large random 
shocks in spending. Several options are available to bring 
financial risk to appropriate levels, including using one- or 
two-sided risk contracts (i.e., sharing upside risk only or 
also downside risk), varying the risk-sharing rate, adding 
reinsurance provisions, and carving out specific high-cost 
services from the contract.

The second component of a two-component VBP model 
is a payment explicitly linked to quality. Three main design 
features are of relevance: the method used to link payment to 
quality, quality measurement, and the quality incentive struc-
ture (Eijkenaar, 2013a). Regarding the method for linking 
payment to quality, the payment can either be applied as 
“add-on” to the global base payment or the provider share of 
realized savings/losses can be made conditional on aggre-
gated quality scores. Regarding quality measurement, indi-
cators could reflect “technical” quality (structures, processes, 
and outcomes) and/or patient-reported quality. Finally, the 
incentive structure concerns choices with regard to rewards 
versus penalties, incentive size relative to the total payment, 
type of quality targets, and payment frequency. Although 

each choice has advantages and disadvantages, prior litera-
ture suggests that using relatively low-powered rewards 
(Deci, Koestner, & Ryan, 1999; Eijkenaar, 2013a; Holmstrom 
& Milgrom, 1991; Moscucci et al., 2005; Shen, 2003), limit-
ing the time lag between care delivery and payment (Conrad 
& Perry, 2009; Frederick, Loewenstein, & O’Donoghue, 
2002; Thaler, 1981), and using absolute quality targets 
(Conrad & Perry, 2009; Rosenthal & Dudley, 2007; Young 
et al., 2007) is most likely to be effective in stimulating 
desired behavior.1

Method

Search Strategy and Selection Procedure

Complying with the Cochrane Handbook for systematic 
reviews (Higgins & Green, 2011), we conducted a system-
atic review of the literature on VBP initiatives written in 
English or Dutch and published between January 2000 and 
April 2017. We included articles/documents describing VBP 
initiatives that

1. have been implemented in developed countries;
2. combine global base payments with explicit quality 

incentives;
3. involve payments to multidisciplinary provider 

groups; and
4. involve payment for the provision of cohesive sets of 

care activities to predefined populations.

Core component 1: Global base payment

A. To a multidisciplinary provider group
Which provider type included? 
Who is main contractor? 
Group members employed or subcontracted?

B. For a cohesive set of care activities to a predefined population
What care services to include? 
How to delineate the population? 
How to attribute patients to provider group?

C. Fixed for a defined period of time
Is payment real or virtual? 
How to set the payment/target? 
What is the contract duration?

D. Risk-adjusted
Is risk-adjustment applied? 
Which risk-adjusters to use?

E. Risk-mitigating measures

One-sided or two-sided risk?
What is the risk-sharing rate? 
Include reinsurance provisions? 
What care to carve-out?

Core component 2: Explicit quality incentives
F. Method of linking the payment to quality Shared savings/losses conditional on quality and/or add-on for quality?

G. Quality measurement  
Which indicators to use?
What measurement level (individual, group)?

H. Quality incentive structure

Rewards and/or penalties?
Maximum payment size relative to total payment?
Absolute, relative, and/or improvement targets?
Payment frequency?

Figure 1. Core components and associated design features of a VBP model combining global base payments with explicit quality 
incentives.
Note. Based on Cattel et al. (2018) and Eijkenaar (2013a). VBP = value-based payment.
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Consequently, we excluded initiatives that have not been 
implemented as well as initiatives that have adopted pay-
ment models without clearly discernable global base pay-
ments and/or explicit quality incentives, that are targeted at 
individual providers, and/or that are organized around spe-
cific conditions or treatments.

We mainly focused on articles published in peer-reviewed 
scientific journals. However, we did not exclude unpublished 
studies, reports, or policy briefs beforehand, because they may 
still describe initiatives meeting our inclusion criteria. Our 
main focus was on articles/documents describing VBP initia-
tives; the absence of a quantitative evaluation was not an exclu-
sion criterion. Insofar available, however, we included studies 
describing quantitative effects on value, but only if published in 
peer-reviewed scientific journals and if the research approach 
corresponds to a difference-in-differences, interrupted-time 
series, randomized controlled trial, or systematic review design.

In identifying eligible VBP initiatives, we consulted four 
sources: (a) scientific bibliographic databases, (b) reference lists, 
(c) the Internet, and (d) experts publishing in the field of VBHC 
and/or VBP. We started our review by searching four biblio-
graphic databases on April 12, 2017: Embase, Medline, Web of 
Science, and Cochrane Central. We used the same search terms 
for each database, while taking into account database-specific 
requirements (see Appendix A, available online). In consultation 
with an information specialist of the library of the Erasmus 
Medical Centre in Rotterdam, we developed the search strings 
using a combination of the terms value-based payment and care 
provider. After removal of duplicates, we independently screened 
the titles and abstracts of all articles yielded by the search and 
assessed their potential eligibility for inclusion. We compared 
initially included articles and resolved discrepancies by discus-
sion. In a second round of screening, the first author retrieved full 
texts and assessed each article on eligibility.

Next, we examined reference lists of included articles/docu-
ments resulting from the database search and used forward cita-
tion tracking to identify additional VBP initiatives. Together 
with the database search, this resulted in a preliminary list of 
initiatives. To gather additional information on these initiatives 
and identify potentially relevant other initiatives, we searched 
Google and websites of relevant organizations, including the 
Centers for Medicare and Medicaid Services (CMS) and health 
insurers. Last, we consulted experts (see Appendix B, available 
online) to validate our preliminary list of initiatives and to sug-
gest additional initiatives, if any. Importantly, we consulted the 
four sources in an iterative process. For example, if we encoun-
tered an initiative via reference screening that was not identified 
based on the database search using the original search string, we 
used initiative-specific key words to search the databases again 
and obtain additional articles/documents.

Analysis and Synthesis

For each identified VBP initiative, we extracted data on (a) 
general characteristics, (b) key design features with regard to 

the global base payment and the explicit quality incentives, 
and (c) effects on value. Regarding the general characteris-
tics, we recorded the name of the initiative, setting, year of 
implementation, main contracting entities, and availability of 
a quantitative evaluation. We analyzed the results concerning 
the two payment components according to the design fea-
tures shown in Figure 1. Finally, for initiatives that were 
evaluated, we recorded the design of quantitative studies, the 
effects on the applicable value dimensions, and information 
on the magnitude and statistical significance of effects. 
Because of heterogeneity in study design and outcome mea-
sures used, formal meta-analysis was not possible. Therefore, 
we present the results narratively.

We extracted relevant information using three standard-
ized extraction forms. In case of inconsistencies among arti-
cles/documents describing the same initiative, we used 
information from the article/document with the most recent 
publication date. After completion of the extraction forms, 
we summarized the information in three compressed tables 
with key results only.

Results

Search Results

Applying our search string in the four databases resulted in 
3,881 hits (Embase = 1,215; Medline Ovid = 1,403; Web of 
Science = 1,160; Cochrane Central = 103). After removing 
duplicates and examining titles and abstracts, we retrieved 
full texts of 170 potentially relevant articles/documents, 
which were screened in detail by the first author. Of these, 
we included 43 articles/documents describing six VBP initia-
tives. Based on reference screening, forward citation track-
ing, and searching the Internet, we added 68 articles/
documents describing another 12 VBP initiatives. Since 
expert consultation did not result additional initiatives or 
articles/documents, we included a total of 111 articles/docu-
ments in the review (see Appendix C, available online), rep-
resenting 18 VBP initiatives (Figure 2).

The 18 included initiatives represent approximately 15% of 
all payment reform initiatives that we identified in our search 
(N = 126). More than 40% of all identified initiatives pertain to 
payment models comprising only one of the two components. 
Generally, these models are “traditional” P4P initiatives with-
out global base payments. Examples are the hospital Value-
Based Purchasing Program and the Programs for All-inclusive 
Care for the Elderly. In almost 25% of the cases, we excluded 
initiatives because they use alternative payment models that do 
not fit our inclusion criteria. Examples are models where pro-
viders receive a case rate for an episode of care related to a 
specific condition or treatment or separate fees for coordinating 
patient care (e.g., the Acute Care Episode Demonstration and 
the Cigna Collaborative Accountable Care Model).

Despite fitting our inclusion criteria, we excluded two ini-
tiatives—the Physician Group Practice Demonstration and 
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the Pioneer ACO Model—because they are precursors of 
current models that are included (#14, 15). Experiences and 
lessons learned in these “early versions” were used to (re)
design current models and in that sense, we still indirectly 
incorporated these two initiatives in our review (CMS, 2018).

For the remaining excluded cases, insufficient informa-
tion was available to determine whether the payment model 
consisted of the two payment components and/or to describe 
the design of these components. Examples are the Medica 
Patient Choice Model, the Rhode Island Health System 
Transformation Model, and the Medicaid ACO Learning 
Collaborative in New York, Vermont, and Washington, 
respectively.

Description of General Characteristics

Table 1 summarizes the general characteristics of the 18 
identified VBP initiatives. The initiatives were implemented 
in four different countries: 15 in the United States, 1 in Spain, 
1 in Germany, and 1 in the Netherlands. Most VBP models 
are regional initiatives, with four initiatives having been 
implemented nationally (#3, 14, 15, 18). Seven initiatives 
were initiated by public payers, nine by private payers, and 
two by public–private partnerships. Of the seven public ini-
tiatives, three are U.S. Medicare programs (#14, 15, 18), and 
four are U.S. Medicaid programs (#1, 8, 12, 16). Five initia-
tives have been formally evaluated on their impact on spend-
ing and/or quality.

Key Design Features of Identified VBP Initiatives

Table 2 summarizes the initiatives’ key design features. In 
sections “Key Design Features of the Global Base Payment” 
and “Key Design Features of the Explicit Quality Incentives,” 

these findings are summarized and synthesized for the global 
base payment and the explicit quality incentives, respec-
tively. The structure of these sections mirrors Figure 1.

Key Design Features of the Global Base Payment Multidisciplinary 
Provider Group. In most initiatives, large, multispecialty pro-
vider groups act as main contractor. Typically, these groups 
comprise different types of physicians, other health care pro-
fessionals (e.g., nurses, nurse practitioners, physician assis-
tants, case managers, and social workers), and facilities such 
as hospitals, labs, and outpatient clinics. Although generally 
a broad range of provider types is involved, all initiatives 
have a particularly strong focus on substitution to primary 
care, which becomes evident from the explicit and central 
role of primary care physicians (PCPs) in all initiatives. We 
were unable to determine whether individual providers are 
being employed or subcontracted by the main contractor.

Within each group, providers are jointly accountable for 
the care for the attributed population with regard to quality 
and spending. Often, the groups are referred to as ACOs (#4, 
10, 14, 15, 16), although terminology varies. Across the 18 
initiatives, different types of provider groups take on the role 
of main contractor. Examples are groups of independent 
practices that have united themselves into organized net-
works (e.g., #9), multispecialty group practices that usually 
have a strong link with hospitals (e.g., #7), and integrated 
delivery systems including hospitals and a range of other 
care services like home health care, skilled nursing care, and 
physician services (e.g., #8). Note that within the same initia-
tive, multiple group types may take on the role of main con-
tractor (e.g., #6).

Cohesive set of care activities to a predefined population.  
Typically, the payment covers virtually the full continuum 

Articles/documents identified by electronic database search: n=3881

Articles/documents identified by reference screening, forward 
citation tracking, and internet search: n=68 (12 initiatives)

Articles/documents selected for title and abstract screening: n=1982

Duplicates: n=1899

Articles/documents selected for full-text screening: n=170

Articles/documents included in review: n=43 (6 initiatives)

Articles/documents not selected for full-text screening: n=1812

Articles/documents not meeting inclusion criteria: n=127

Articles/documents included in review: n=111 (18 initiatives)

VBP initiatives identified by experts: n=0

Articles/documents included in review: n=111 (18 initiatives)

Figure 2. Flow diagram of steps taken in the systematic review.
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of primary and specialized medical services and prescription 
drugs, covered by the relevant benefit package. Information 
was lacking for #17. In some initiatives (e.g., #1, 8), the pay-
ment even covers a broader scope than medical care services 

only, including behavioral health care and long-term care. 
In case of the Medicare Shared Savings Program (#14), the 
Next Generation ACO Model (#15), and the Independence at 
Home Demonstration (#18), the payment covers the full set 

Table 1. General Characteristics of Identified VBP Initiatives.

Name initiative Country Setting
Year of 

implementation Contracting entities

Evaluated on 
impact on 

value

 1.  Accountable Care 
Collaborative Program

USA, Colorado Public 
(Medicaid)

2011 CMS + the State of Colorado + 
Regional Accountable Entities

No

 2.  Advocate care USA, Greater 
Chicago area

Private 2011 Private health insurer + private 
group of physicians

No

 3.  Aetna’s Shared Savings 
Model

USA, nationwide Private 2011 Private health insurer + integrated 
health systems

No

 4.  Alternative Quality 
Contract

USA, 
Massachusetts

Private 2009 Private health insurer + ACOs Yes, spending 
and quality

 5. Alzira Model Spain, Valencia Public–private 
partnership

2003 The regional health ministry + 
private contractor who owns a 
hospital

No

 6.  Anthem WellPoint ACO 
Arrangement

USA, California Private 2011 Private health insurer + health 
care delivery systems

No

 7.  CalPERS Sacramento 
ACO Program

USA, California Public–private 
partnership

2010 Private health insurer + 
public pension fund + large, 
independent physician association 
+ hospital system

No

 8.  Coordinated Care 
Organizations

USA, Oregon Public 
(Medicaid)

2012 CMS + the State of Oregon + 
coordinated care organizations

No

 9.  Dutch Shared Savings 
Program

The Netherlands, 
Twente region

Private 2014 Private health insurer + 
multispecialty primary care 
provider groups

No

10. Gesundes Kinzigtal Germany, 
Kinzigtal region

Private 2005 Two statutory private health 
insurers + physician network 
that concluded a contract with 
health management company

Yes, only 
quality

11.  Horizon BCBS New 
Jersey ACO Pilot

USA, North of 
Atlantic City, 
New Jersey

Private 2010 Private health insurer + large, 
multispecialty medical group

No

12.  Integrated Health 
Partnership 
Demonstration Project

USA, Minnesota Public 
(Medicaid)

2013 CMS + the State of Minnesota + 
health care delivery systems

No

13.  Medica Shared Savings 
Model

USA, Minnesota Private 2009 Private health insurer + integrated 
health systems and physician 
clinics

No

14.  Medicare Shared Savings 
Program

USA, nationwide Public 
(Medicare)

2012 CMS + ACOs Yes, spending 
and quality

15.  Next Generation ACO 
Model

USA, nationwide Public 
(Medicare)

2016 CMS + ACOs No

16.  Partners for Kids 
Program

USA, Ohio Public 
(Medicaid)

2012 CMS + five Medicaid Managed 
Care Plans + large pediatric 
ACO

Yes, spending 
and quality

17. ProvenHealth Navigator USA, Pennsylvania Private 2006 Private health insurer + Patient-
centered medical homes

Yes, only 
spending

18. Independence at Home USA, nationwide Public 
(Medicare)

2012 CMS + primary care practices No

Note. ACO = accountable care organization; BCBS = Blue Cross Blue Shield; CalPERS = The California Public Employees’ Retirement System;  
CMS = Centers for Medicare and Medicaid Services; VBP = value-based payment.
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of services furnished under Medicare Parts A and B, includ-
ing, among other services, inpatient care, physician care, out-
patient care, skilled nursing facility care, home health agency 
care, hospice care, and durable medical equipment. Prescrip-
tion drugs covered under Medicare Part D are not included in 
the payment of these initiatives.

Commercial initiatives (#2, 3, 4, 6, 9, 10, 11, 13, 17) often 
use payer affiliation, geographical catchment areas, or a 
combination of both as a ground for delineating the popula-
tion. For example, the Alternative Quality Contract (AQC) 
(#4) only includes Blue Cross Blue Shield of Massachusetts’ 
members with a health maintenance organization (HMO) or 
point-of-service policy. The four Medicaid initiatives (#1, 8, 
12, 16), automatically enroll all Medicaid beneficiaries in the 
region in the program. For the three Medicare initiatives 
(#14, 15, 18) the population consists of Medicare FFS bene-
ficiaries (i.e., age 65 years and older), with the Independence 
at Home Demonstration (#18) focusing on the most expen-
sive and frailest elders. One initiative (#16) delineates the 
population based on age, since the focus is on children only. 
Six of the 18 initiatives (#4, 5, 12, 13, 14, 18), impose a mini-
mum population size per provider group to reduce the influ-
ence of stochastic variation (e.g., 5,000 in #4).

Information on the method used to attribute the popula-
tion to provider groups was not available for five initiatives 
(#7, 8, 10, 16, 17). Of the other 13 initiatives, 6 use prospec-
tive attribution based on prior utilization (#1, 2, 6), affiliation 
with a provider group or PCP practice (#4, #9, #18), or region 
(#5). In contrast, three initiatives (#11, 12, 13) retrospec-
tively attribute populations based on the plurality of utiliza-
tion in the completed year. The three remaining initiatives 
(#3, 14, 15) use a mixture of assignment methods, depending 
on, for example, the specific financial risk “tracks” provider 
groups may opt for.

Fixed payment for a defined period of time. Fourteen ini-
tiatives incorporate “virtual” spending targets by building 
risk-sharing arrangements on the existing payment modal-
ity, most often a FFS-chassis. Three initiatives (#5, 8, 12) 
actually replaced existing payment systems with “real” 
global base payments in the shape of per-member-per-month 
(PMPM) payments. The remaining initiative (#15) uses 
both modalities; depending on the “track” chosen, providers 
are confronted with a “virtual” spending target or a “real” 
PMPM payment.

Information on the method for setting the payment/target 
was unavailable for eight initiatives (#1, 3, 5, 6, 7, 8, 11, 16). 
In 6 of the 10 other initiatives, historical spending in the prior 
year(s) is the basis for the payment/target. Advocate Care 
(#2) and the Medica Shared Savings Model (#13) use rela-
tive cost benchmarks as targets, that is, the average medical 
cost trend in the relevant market and the total cost of care of 
a peer group, respectively. The Independence at Home 
Demonstration (#18) uses Medicare FFS Part A and B expen-
ditures that would have been incurred by beneficiaries in the 

absence of the initiative as the spending target. Gesundes 
Kinzigtal (#10) uses a combination of the German “standard-
ized norm cost” (i.e., the average cost across all insurers, 
risk-adjusted using the German risk-equalization formula) 
for the specific provider group and spending during a refer-
ence period prior to the start of the initiative as a spending 
target. In nine initiatives, spending targets are trended 
 forward using annual growth rates (#4, 5, 8, 9, 12, 14, 15,  
16, 18).

Most initiatives rely on multiyear contracts, although 
information was missing for six initiatives. One initiative 
(#7) assumes a multiyear contract but does not specify the 
exact duration. Nine initiatives apply a contract of 2 to 5 
years (#1, 2, 4, 6, 11, 12, 14, 15, 18), one initiative adminis-
ters a 15-year contract that is extendable to 20 years (#5), and 
one initiative even applies an unlimited contract (#10), 
although the precise content of this contract is unclear.

Risk adjustment. In 14 initiatives, the payment/target is 
adjusted to the risk profile of the attributed population. For 
the other four initiatives (#1, 3, 5, 6), it was unclear whether 
or not risk adjustment is being applied. Among the initiatives 
using risk adjustment, information on the specific variables 
used is available for 11 initiatives. In one of these (#16), the 
risk-adjustment model includes only demographic informa-
tion, while 10 other initiatives (#2, 4, 7, 9, 10, 12, 13, 14, 15, 
18) use rather sophisticated models including demographic, 
socioeconomic, and diagnoses-based morbidity information. 
Typically, initiatives adopt existing “off-the-shelf” algo-
rithms, originally developed in the context of risk adjustment 
for health plan payment. For example, the Medicare Shared 
Savings Program (#14) uses the CMS Hierarchical Condi-
tion Category (HCC) risk-adjustment model (Pope et al., 
2004). This model funnels diagnostic codes into diagnoses 
and ranks them into condition categories, representing condi-
tions with similar cost patterns.

Risk-mitigating measures. In eight initiatives providers 
accept upside risk only (#1, 3, 6, 9, 10, 13, 17, 18), while in 
eight other initiatives providers also assume downside risk 
(#2, 4, 5, 7, 8, 11, 15, 16). In the remaining two initiatives, 
provider groups are free to choose either a one-sided or two-
sided contract (#14), or groups are accountable for upside 
risk only in the first year, and downside risk as well from the 
second year onward (#12). In initiatives in which providers 
also assume downside risk, the provider share of savings is 
larger compared with initiatives in which providers assume 
upside risk only. For example, in the Medicare Shared Sav-
ings Program (#14), providers assuming only upside risk 
receive 50% of accrued savings, while providers assuming 
both upside and downside risk receive 60% of savings.

With regard to the risk-sharing rate, information is avail-
able for 14 initiatives; for the other 4 initiatives, rates are not 
available/confidential (#1, 9, 10, 11). Risk-sharing rates for 
providers exceed 50% in six initiatives (#4, 8, 14, 15, 16, 18), 



528 Medical Care Research and Review 77(6)

while all other initiatives use a rate of maximally 50%. For 
example, in the Alzira Model (#5) the risk rate is maximally 
7.5%, whereas this rate is 50% in the Anthem WellPoint 
ACO Arrangement (#6). One initiative (#7) adjusts the risk-
sharing rate according to provider groups’ ability to influ-
ence cost in a particular category. For example, if a provider 
group is considered not to have any influence over mental 
health care utilization, the financial risk for this group in this 
particular domain is zero. For initiatives #12, 14, and 15, the 
risk-sharing rate increases over time. Typically, in two-sided 
contracts, the sharing rates for savings are higher than for 
losses.

The majority of identified VBP contracts include reinsur-
ance provisions, although information is lacking for seven 
initiatives (#1, 2, 3, 5, 10, 16, 17). The AQC (#4), for exam-
ple, applies overall cost trend corridors to protect provider 
groups against significant trends that affect the complete 
market. Another example is the Dutch Shared Savings 
Program (#9), in which providers are protected against high-
cost cases by means of a cap of €22.500 (about $25.500) per 
patient per year. Finally, in all but one (#1) of the 10 initia-
tives for which information is available, some specific high-
cost services are carved-out from the payment contract. 
Examples are dental care services (#9, 10, 12, 13), trans-
plants (#2, 6, 12), behavioral health services and drugs (#4, 
8, 12, 13), and long-term care (#8, 12). The Medicare initia-
tives (#14, 15, 18) exclude prescription drugs furnished 
under Medicare Part D from the payment.

Key Design Features of the Explicit Quality Incentives
Method of linking payment to quality. Across the 18 initia-

tives, we observe three main modalities of linking payment 
to quality. The most common modality (#1, 2, 4, 7, 8, 10, 
11, 13, 15, 17) applies quality incentives as add-on payment 
in combination with a system in which the provider share 
of realized savings/losses depends on quality. In the AQC 
(#4), for example, providers passing higher “quality gates” 
receive both a higher bonus and a larger share of savings (or 
a smaller share of losses). In the second modality, savings/
losses also depend on quality but there is no direct add-on 
payment for high quality scores (#3, 6, 9, 12, 14, 18). The 
last modality only involves add-on payments (#5, 16).

Quality measurement. The initiatives use a broad range 
of indicators. Clinical quality indicators are adopted most 
frequently (e.g., #16), although many initiatives incorporate 
other domains such as patient experience (e.g., #14), patient 
safety (e.g., #12), and avoidable hospital admissions (e.g., 
#3). Most initiatives predominantly use measures of process 
quality, with few initiatives also using outcome measures 
(e.g., #2). Often, the indicator set is based on a selection 
of nationally accepted measures (e.g., HEDIS [Healthcare 
Effectiveness Data and Information Set] measures in #11).

For 10 initiatives (#2, 3, 5, 6, 7, 11, 12, 13, 14, 15), we 
were unable to determine the level of measurement or 

payment. The remaining initiatives measure quality at the 
level of individual providers (#10) or provider groups (#1, 4, 
8, 9, 16, 18). One initiative splits the savings between indi-
vidual providers and the relevant group practice (#17).

Quality incentive structure. Among the 12 initiatives that 
implemented add-on payments for quality, eight initiatives 
only use rewards (#1, 4, 5, 7, 8, 11, 16, 17), while three also 
use penalties (#2, 13, 15). Information for #10 is missing. 
The maximum size of the add-on payment relative to the 
total payment is 10% (#2, 4, 10), but typically lower (e.g., 
2% to 3% for #8 and 2% to 8% for #13). An exception is the 
Alzira Model in Spain (#5) in which the maximum payment 
size is 20%, although this percentage also includes on-call 
payments for providers. For initiatives #7, 11, and 16, infor-
mation on payment size is lacking.

Across the 15 initiatives for which information is avail-
able, providers are typically rewarded for both achieving 
absolute targets and improving over time or relative to other 
providers. For example, in the Medicare Shared Savings 
Program (#14), providers share in realized savings only if 
they attain certain quality levels and show improvement rela-
tive to national Medicare FFS and Medicare Advantage. 
With regard to payment frequency, five initiatives pay on an 
annual basis (#4, 12, 13, 14, 17) and two on a quarterly basis 
(#1, 2). Information is lacking for other initiatives.

Effects on Value

Table 3 presents information on the effects on value of the 
five VBP initiatives that have been evaluated. For these ini-
tiatives, only effects on quality and spending are available 
(yet). In total, we included 24 studies, 20 of which pertain to 
either the AQC (#4) or the Medicare Shared Savings Program 
(#14). Partners for Kids (#16) was evaluated in two studies, 
while both Gesundes Kinzigtal (#10) and ProvenHealth 
Navigator (#17) were each evaluated in one study.

Typically, studies adopted a difference-in-differences 
design investigating the effects of the initiative on both 
spending/resource use and quality of care. Initiative #10 has 
only been evaluated on its impact on quality and #17 only on 
its impact on spending. Usually, studies compared enrollees 
attributed to providers participating in the initiative with 
comparable enrollees attributed to providers not participat-
ing in the initiative, using pre- and post-intervention longitu-
dinal data. Below, we summarize the main findings of the 
evaluation studies separately for the AQC, the Medicare 
Shared Savings Program, and the three other initiatives.

Alternative Quality Contract. Using 3 years of pre-interven-
tion data and 4 years of post-intervention data, Song, Rose, 
and Safran (2014) investigated the impact of the AQC on 
medical spending growth and quality of care for the general 
population of Massachusetts AQC enrollees. The authors 
found that spending growth was significantly lower in the 
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first 4 years of the contract for the four cohorts under study 
(2009-2012) compared with control states. For the 2009 
cohort, for example, 6.8% savings were realized over the 
4-year period (p < .001), mainly as a result of lower prices 
and volumes in the outpatient facility setting. Similar results 
were found for the other three cohorts. For the 2009 cohort, 
savings first exceeded quality incentive payments and invest-
ments in, for example, information technology in 2012. 
Regarding quality, Song et al. compared scores on 18 mea-
sures of ambulatory care processes and five outcome mea-
sures for chronic diseases to New England and national 
HEDIS averages. Quality improvements were generally sig-
nificantly larger for the AQC cohorts. Two earlier studies 
conducted by largely the same researchers (Song et al., 2011; 
Song et al., 2012) found similar results regarding both spend-
ing and quality.

Nine other studies explored the effects on spending on and 
utilization of specific services and the effects in specific pop-
ulations. McWilliams et al. (2013) found significant reduc-
tions in spending for FFS Medicare beneficiaries served by 
provider organizations in the AQC compared with beneficia-
ries served by providers not in the contract, suggesting a posi-
tive spillover effect. Uptake of tobacco cessation treatment 
slightly increased in the AQC population (Huskamp et al., 
2016). Song, Fendrick, Safran, Landon, and Chernew (2013) 
provide evidence that providers participating in the contract 
used lower priced facilities and services more often than pro-
viders outside the contract. Barry et al. (2015), however, 
show that mental health care delivery was not meaningfully 
affected in the first years of the AQC. In addition, other stud-
ies did not find significant differences in pharmaceutical 
spending and utilization, pediatric health care spending or uti-
lization, emergency department use, and substance use disor-
der treatment between intervention and control groups 
(Afendulis et al., 2014; Chien et al., 2014; Sharp, Song, 
Safran, Chernew, & Fendrick, 2013; Stuart et al., 2017). 
Finally, Song, Rose, Chernew, and Safran (2017) found no 
significant changes in spending between enrollees in the AQC 
in areas with lower and higher socioeconomic status.

With regard to quality, one study (Chien et al., 2014) found 
small but significant positive effects on pediatric preventive 
care measures, but no effects for diabetes, cardiovascular dis-
ease, and HEDIS measures related to substance use (Barry 
et al., 2015; Stuart et al., 2017). Two other studies (McWilliams 
et al., 2013; Song et al., 2017) observed a positive change for 
some measures—such as annual rates of low-density lipopro-
tein cholesterol and adult preventive care—but not for others.

Medicare Shared Savings Program. Eight studies evaluated the 
effect of the Medicare Shared Savings Program on spending/
utilization and/or quality. Of the four studies evaluating the 
impact on spending/utilization, three found significant reduc-
tions relative to the control groups. Specifically, McWilliams 
et al. (2016) and Colla et al. (2016) found reductions in total 
spending of approximately 1% compared with beneficiaries 

served by providers not participating in the program. McWil-
liams et al. (2017) show a 9% reduction in post-acute spend-
ing and Colla et al. (2016) found a decrease of hospitalizations 
and emergency department visits of 1.3 and 3 events per 
1,000 beneficiaries per quarter, respectively. One study 
(Busch et al., 2016) found no significant changes in spending 
and utilization of mental health care.

Of the six studies reporting on the impact on quality, three 
studies found insignificant effects (Busch et al., 2016; 
McWilliams et al., 2016; Winblad, Mor, McHugh, & 
Rahman, 2017). The three remaining studies found small but 
significant reductions of hospital readmissions after common 
surgical procedures (Borza et al., 2019) and significant 
improvements of some patient experience measures 
(McWilliams et al., 2014). Finally, Winblad et al. (2017) 
demonstrate a significant reduction of 1% in rehospitaliza-
tion rates from skilled nursing facilities compared with the 
control group.

Other Initiatives. Four different studies evaluated Gesundes 
Kinzigtal, Partners for Kids Program, and ProvenHealth 
Navigator. Kelleher et al. (2015) demonstrate lower PMPM 
spending in the Partners for Kids Program compared with 
Ohio Medicaid FFS (p < .001) and Ohio Managed Care (p = 
.121) populations. A study investigating the effects of the 
ProvenHealth Navigator (Gilfillan et al., 2010) found that 
the number of hospital admissions and readmissions reduced 
by 18% (p < .01) and 36% (p = .02), respectively, although 
total cost of care did not change.

Regarding quality, three studies mainly found positive or 
null effects as a result of participation in the particular pro-
gram relative to the control group. For example, Pimperl 
et al. (2017) show improvements for Gesundes Kinzigtal 
enrollees in potential years of life lost and estimated survival 
time, but found no significant effect in average age at time of 
death. In contrast, one study (Kelleher et al., 2015) provides 
evidence of significant declines in quality for 2 of the 15 
measures used in the Partners for Kids Program: diabetes 
short-term admission rates and perioperative hemorrhage or 
hematoma rates.

Discussion

Summary and Discussion of Main Findings

In this article, we systematically identified and analyzed 18 
VBP initiatives aiming at improving value in a broad sense. 
Specifically, our focus was on initiatives combining global 
base payments with payments explicitly linked to quality. 
Our analysis has resulted in a comprehensive overview of the 
possibilities in terms of operationalization of the two pay-
ment components and associated design features. Six main 
findings merit further discussion.

First, although all identified initiatives share the same two 
payment components, they differ considerably in the exact 
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operationalization thereof. Specifically, we observed hetero-
geneity in the degree of risk sharing, the method of attribut-
ing populations to provider groups, the sophistication of the 
risk-adjustment methodology, and the way in which payment 
is linked to quality. Reasonable explanations for this hetero-
geneity are local preferences and contextual differences 
among settings. For example, in a setting in which providers 
lack experience with bearing downside risk, payers may 
choose to start with transferring upside risk only, allowing 
providers to gain this experience. After an adaption period, 
incentives for cost-conscious behavior can be intensified by 
transferring some downside risk as well.

Second, 15 of the 18 initiatives have been implemented in 
the United States. In part, this may be due to the adopted lan-
guage restriction in this review. Another potential explanation 
can be found in the specific structure and history of the U.S. 
health care system. Specifically, it is likely that essential pre-
conditions for a successful introduction of VBP are better ful-
filled in the United States than in other countries, enabling a 
jump-start of VBP in the United States. Collaborative net-
works of multidisciplinary providers that are able and willing 
to take on the role of risk-bearing accountable group are his-
torically embedded in the U.S. health care system (Enthoven, 
2009). This might be partly the result of the integrated deliv-
ery systems that gained traction in the 1980s.

A third noteworthy finding is the strong reliance on pri-
mary care in all initiatives, which is evident from the explicit 
and central role of PCPs. In the Dutch Shared Savings Model, 
for example, groups of PCPs are accountable for the full con-
tinuum of primary and specialized care services. As gate-
keepers, Dutch PCPs have at least some control over both 
primary and specialist care, legitimating their role as main 
contractor. The central focus on primary care across all ini-
tiatives is consistent with the global trend toward primary 
care–oriented systems. This trend is understandable given 
the many studies showing that areas with higher ratios of 
PCPs to population are associated with better health out-
comes and lower total cost of health services compared with 
other areas (Starfield, Shi, & Macinko, 2005).

Fourth, the majority of identified initiatives adopt spend-
ing targets with risk-sharing arrangements built on existing 
(FFS) payment systems. This finding is consistent with the 
recommendation derived from a major VBP initiative in 
California to start with “virtual” targets and shift to “real” 
prospective payments at a later stage (Williams & Yegian, 
2014). Virtual payments can potentially realize the same goal 
as real payments, without the regulatory and administrative 
burdens of replacing current payment and billing systems 
that could disrupt momentum. In addition, initially testing 
the model using virtual payments offers the possibility of 
developing a reliable benchmark from which the fixed pay-
ment level can be reasonably negotiated (Williams & Yegian, 
2014). However, the incentives emanating from virtual pay-
ments may be perceived as weaker than those from real pro-
spective payments (Struijs, Hayen, & van der Swaluw, 2018). 

Thus, although virtual payments can be a practical first step, 
moving away from FFS should remain a priority (De Bakker 
et al., 2012; Williams & Yegian 2014).

Fifth, most initiatives apply some form of risk adjustment 
and incorporate risk-mitigating measures in their payment 
contracts. This contributes to fairness in payment, reduced 
incentives for risk selection, and protection against excessive 
random variation in spending. Apparently, the importance of 
these two VBP design features is not only recognized in the-
ory (Ash & Ellis, 2012; Cattel et al., 2018) but also in prac-
tice. Regarding risk adjustment, initiatives typically use 
existing diagnoses-based algorithms that were originally 
developed in the context of health plan payment. Although 
this may be an efficient and pragmatic approach that could 
serve its purpose in the short run, in the longer run it seems 
preferable to customize the risk-adjustment algorithm to the 
specific purpose of paying providers (Ash & Ellis, 2012). 
This may be particularly relevant to prevent the introduction 
of new perverse incentives such as for manipulating the diag-
noses-based morbidity information used in the risk-adjust-
ment formula to maximize payment (Geruso & Layton, 
2015; Landon & Mechanic, 2017; Markovitz et al., 2019).

Finally, our results indicate that VBP models as defined 
here have the potential to improve value and contribute to the 
provision of VBHC. Regarding the five initiatives that have 
been evaluated, studies generally demonstrate similar or 
reduced spending growth and equal or improved quality. In 
this respect, it is noteworthy that the Medicare Shared 
Savings Program excludes prescription drugs from the VBP 
contract. Since prescription drugs account for a substantial 
proportion of total health care spending, it is possible that 
this initiative did not fully reach its potential for value 
improvement.

Our findings are consistent with results found for ACOs 
in the United States that indicate no association between 
ACO implementation and worsened health outcomes 
(Kaufman, Spivack, Stearns, Song, & O’Brien, 2019). In 
addition. Our findings correspond well with the results of a 
recent review of outcome-based P4P initiatives, which found 
favorable effects only when P4P was combined with global 
base payments (Vlaanderen et al., 2019). Conversely, our 
findings are in contrast with results from prior reviews on the 
effects of P4P, which did not find convincing evidence for 
P4P being (cost-)effective in improving value when the 
underlying, flawed base payment system is left intact (e.g., 
Eijkenaar, Emmert, Scheppach, & Schöffski, 2013; 
Mendelson et al., 2017; Vlaanderen et al., 2019). A possible 
explanation for the latter is that P4P typically concerns a 
relatively small part of the total provider payment, whereas 
initiatives included in this article focus on reform of the total 
payment system. Finally, our finding that quality does at 
least not seem to have deteriorated, suggests that quality—as 
operationalized by the chosen indicators—did not suffer 
from the adopted global base payments in VBP. This is in 
contrast with the widespread concern about the use of 
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capitation payments in the context of HMOs (Dudley & Luft, 
2001; R. H. Miller & Luft, 1997).

Limitations and Implications

Our findings should be interpreted in the light of several limi-
tations. First, as any systematic review, this study suffers from 
publication bias. Second, it is possible that we missed relevant 
VBP initiatives as a consequence of our search strategy, spe-
cifically the restriction to articles/documents written in English 
or Dutch. In addition, we excluded multiple potentially rele-
vant initiatives due to insufficient information. For example, 
we expect that long-standing integrated delivery systems such 
as Kaiser Permanente and Cleveland Clinic also adopt rele-
vant VBP models, but since specific information on the pay-
ment structure is lacking, we could not include them. Overall, 
maximally twice as much VBP initiatives could have been 
included in this review, had sufficient information been avail-
able. Third, we were not always able to describe all relevant 
design features of each included initiative. In particular, infor-
mation was often unavailable on the attribution methods, 
methods of setting the payment/target, internal payment con-
tracts, contract duration, risk-mitigating measures, and quality 
incentive structure. Fourth, the overrepresentation of U.S. ini-
tiatives limits the generalizability of our findings to other set-
tings. Finally, our findings regarding the effects on value are 
based studies evaluating only 5 of the 18 initiatives, with 20 of 
the 24 included evaluation studies pertaining to 2 initiatives: 
The Alternative Quality Contract and the Medicare Shared 
Savings Program. Moreover, the effects found in these studies 
are unlikely to reflect the impact of payment reform exclu-
sively. This is because VBP is typically part of a broader 
approach to value improvement including other interventions 
that are implemented simultaneously, like structured perfor-
mance feedback and public reporting.

In addition to the implications mentioned in the section 
“Summary and Discussion of Main Findings,” the results of 
this review have two other implications for research and pol-
icy. First, from both a research and a policy perspective, the 
design of VBP models are ideally documented more care-
fully in the future. Furthermore, it is important that VBP 
implementation goes hand-in-hand with rigorous evaluation. 
This is expected to result in important insights with regard to 
VBP design and the link with effectiveness, enabling others 
to learn from prior experiences. As this review shows, few 
initiatives have been subject to rigorous evaluation. Hence, 
little is still known about the effects in general, let alone 
about the impact of specific design choices on value. 
Moreover, the long-term impact of VBP is often not assessed, 
even though the gains from specific interventions such as 
investments in prevention are expected to emerge only after 
a longer period of time. The only two initiatives for which 
effects in the longer run are available confirm this statement. 
For example, net savings were generated only after 4 years in 
the AQC (Song et al., 2014).

Second, policy makers pursuing VBHC should keep in 
mind that although payment reform is an invaluable element 
in this process, it is not the only relevant factor. Other financial 
and nonfinancial interventions on both the supply- and 
demand-side of the market are likely to be important for the 
success of VBHC as well. Examples are a joint IT-infrastructure, 
physician leadership, performance monitoring with structured 
feedback, and public reporting (McClellan, McKethan, Lewis, 
Roski, & Fisher, 2010; Phipps-Taylor & Shortell, 2016; 
Robinson, 2001; Shortell & Casalino, 2010). Consistent with 
the recommendation by Roland and Campbell (2014) that P4P 
needs to be combined with other improvement strategies to 
produce sustained improvements, implementing VBP while 
disregarding other relevant factors is unlikely to materially 
affect value. The successful AQC, for example, embraced a 
multifaceted improvement strategy by offering technical sup-
port for participating provider groups parallel to the interven-
tion of payment reform (Chernew, Mechanic, Landon, & 
Safran, 2011). The role of other value-adding aspects and the 
interplay with VBP is an interesting avenue for future research.

Conclusion

In the coming years, VBP models stimulating value in a 
broad sense will likely continue to gain ground, as the quest 
toward VBHC proceeds. This article demonstrates that VBP 
models consisting of global base payments combined with 
explicit quality incentives are operationalized in practice in 
various ways. In addition, our results show that this particu-
lar VBP model has the potential to improve value and con-
tribute to VBHC. Going forward, this article may serve as 
inspirational material for those interested in developing new 
or improving on existing VBP models.
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Note

1. The VBP model as described in this section shows simi-
larities with the global capitation payment model tradi-
tionally used by Health Maintenance Organizations 
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(HMOs). In both models, provider groups receive a fixed 
payment for the provision of a comprehensive set of care 
activities for a predefined population, with the goal to 
increase efficiency by shifting financial risk to providers 
(Frakt & Mayes, 2012). However, both models differ in 
two important respects, specifically meant to address the 
concerns that were often raised against HMOs and global 
capitation: underprovision and quality skimping (section 
“The Rationale of Global Base Payments in Combination 
With Explicit Quality Incentives”; Frakt & Mayes, 
2012). First, under VBP, providers and payer share finan-
cial risk, while HMOs typically use full capitation mod-
els that involve much more financial risk for providers. 
Second, under VBP, total compensation is partly depen-
dent on quality performance, while in HMOs this was 
often not the case or only to a relatively limited extent 
(Frakt & Mayes, 2012). Thus, the VBP model takes 
advantage of the benefits of traditional capitation, while 
trying to avert its main disadvantages.
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