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Policy Points:

• Because bundled payments are relatively new and require a different
type of collaboration among payers, providers, and other actors, their
design and implementation process is complex.

• By sorting the 53 key elements that contribute to this complexity into
specific pre- and postcontractual phases as well as the actors involved in
the health system, this framework provides a comprehensive overview
of this complexity from a payer’s perspective.

• Strategically, the design and implementation of bundled payments
should not be approached by payers as merely the introduction of a
new contracting model, but as part of a broader transformation into a
more sustainable, value-based health care system.

Context: Traditional fee-for-service (FFS) payment models in health care
stimulate volume-driven care rather than value-driven care. To address this
issue, increasing numbers of payers are adopting contracts based on bundled
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payments. Because their design and implementation are complex, understand-
ing the elements that contribute to this complexity from a payer’s perspective
might facilitate their adoption. Consequently, the objective of our study was to
identify and structure the key elements in the design and implementation of
bundled payment contracts.

Methods: Two of us independently and systematically examined the literature
to identify all the elements considered relevant to our objective. We then
developed a framework in which these elements were arranged according to the
specific phases of a care procurement process and actors’ interactions at various
levels of the health system.

Findings: The final study sample consisted of 147 articles in which we identi-
fied the 53 elements included in the framework. These elements were found in
all phases of the pre- and postcontractual procurement process and involved ac-
tors at different levels of the health care system. Examples of elements that were
cited frequently and are typical of bundled payment procurement, as opposed to
FFS procurement, are (1) specification of care services, patients’ characteristics,
and corresponding costs, (2) small and heterogeneous patient populations, (3)
allocation of payment and savings/losses among providers, (4) identification of
patients in the bundle, (5) alignment of the existing care delivery model with
the new payment model, and (6) limited effects on quality and costs in the first
pilots and demonstrations.

Conclusions: Compared with traditional FFS payment models, bundled pay-
ment contracts tend to introduce an alternative set of (financial) incentives,
touch on almost all aspects of governance within organizations, and demand a
different type of collaboration among organizations. Accordingly, payers should
not strategically approach their design and implementation as merely the adop-
tion of a new contracting model, but rather as part of a broader transformation
toward a more sustainable value-based health care system, based less on short-
term transactional negotiations and more on long-term collaborative relation-
ships between payers and providers.

Keywords: alternative payment models, value-based purchasing, bundled pay-
ments, design and implementation process.

T he most common provider payment method in health
care today is the fee-for-service (FFS) model. Under this model,
provider organizations are paid a predetermined amount for

each service they deliver, regardless of whether it contributes to a higher
value of care for their patients. The lack of incentives to improve quality
can result in overtreatment, waste, and avoidable complications.1-3 In
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addition, most current health care delivery systems are highly frag-
mented because providers are paid separately for their services. FFS forms
a major obstacle to multidisciplinary collaboration among providers and
to the coordination of care for individual patients, resulting in low-value
care.4 Therefore, several countries are now taking steps to transition
their provider payment systems from volume-based FFS to value-based
alternative-payment models (APMs).5,6 The aim is to enable the delivery
of value-based health care by rewarding providers for the value of their
care for patients, that is, for achieving better-quality outcomes at lower
costs.7,8

One payment model in particular has recently become more promi-
nent: bundled payments. A bundled payment may be defined as a one-off
or periodic lump-sum payment for a range of services delivered by one or
more providers based on best practices or by following clinical pathways
with an increasing emphasis on outcomes.3 Bundled payments can be
supplemented with shared-savings and shared-risk components based
on pay-for-performance structures.9 There are many different types of
bundled payments. They can, for example, be episode-based for acute or
elective care activities (eg, hip and knee replacements), or periodic-based
for patients with chronic diseases (eg, diabetes and chronic obstructive
pulmonary disease).3,10 More detailed information on the definition of
“bundled payments” that we use in this study can be found in Online
Appendix A. The goal of bundled payment contracts is to overcome the
flaws of FFS models, with their main strength perhaps explicitly shifting
the financial and clinical accountability associated with a care episode to
a single provider organization or a group of collaborative provider organi-
zations. This incentivizes provider organizations to coordinate care across
settings, limit the total amount spent on all services, deliver appropriate
care, and further align their interests with the payer’s interests. It also
provides them with the flexibility to deliver services in different ways.

Although the scientific knowledge supporting bundled payments
is growing, the empirical evidence for the effect of such contracts
on cost containment and quality improvement is still limited and
inconsistent.11-14 Consequently, many new studies focus primarily on
the effects, with only a few addressing design and implementation and
the numerous associated operational issues.15-17 The current scientific
literature describes multiple operational barriers and facilitators that
payers need to take into account when implementing a bundled
payment contract. Some of these are relatively well known, like privacy



200 S. Steenhuis et al.

barriers to sharing information, difficulties defining quality criteria, and
“gaming.” Others have been less well analyzed, such as issues regarding
the identification of patients to be included in the bundle, the dete-
riorating income of some care professionals, and potential limitations
to patients’ freedom of choice.18,19 This lack of a comprehensive and
systematic overview of the various elements at different health system
levels causes great uncertainty for payers (and other actors) in the design
and implementation of bundled payment contracts. Consequently, this
process is seen as complex and adoption rates are slow.20,21 Although
a number of publications from innovators and early adopters report on
the key elements in the design and implementation of such a contract
from a payer’s perspective, they do not offer a comprehensive overview.
Accordingly, we used a scoping review of the literature to identify and
structure the key elements in the design and implementation of bundled
payment contracts into a framework that is generic and recognizable to
payers. A better understanding of these elements can also help reduce
the complexity for payers who want to adopt bundled payment models.

Methods

In collaboration with a university librarian (Johannes Ket), we created
a review protocol based on the PRISMA-statement.22 Sander Steenhuis
and Ket then searched the following sources from their inception:
PubMed and Embase.com, Ebsco/PsycInfo, Ebsco/CINAHL, Thomson
Reuters/Web of Science, Wiley/Cochrane Library, Proquest/ABI-
INFORM Global, Ebsco/Business Source Elite, Proquest/IBSS and
Google Scholar (until March 2018). The following terms were used
(including synonyms and closely related words) as index terms or
free-text words: “bundled payments,” or “episode-based payments,”
or “value-based payments,” and “design,” or “implementation,” or
“contracting,” or “barriers,” or “facilitators.” The full search strategy
can be found in Online Appendix B. Only articles written in English
were included. In addition, we included relevant grey literature (eg,
government and third-party evaluation reports), first identified through
ad hoc online searches, reference mining, and recommendations from
experts.

After removing the duplicates, Steenhuis and Eric van der Hijden
independently screened the remaining articles by title and abstract for
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relevance to our research objective. If they could not reach consensus
on whether or not to include an article, Jeroen Struijs made the final
call. Steenhuis and van der Hijden then independently examined the
remaining articles in full, which resulted in the final study sample.
Articles that did not describe specific barriers, facilitators, or other
factors concerning the design and implementation of bundled payments
or the associated operational issues were excluded. Those articles that
did not match the detailed definition of a bundled payment as presented
in Online Appendix A also were excluded. Finally, for generalizability,
articles from non-OECD countries were excluded as well.

Beside using standard systematic review methods, we followed the
five stages of the methodological framework as developed by Arksey and
O’Malley and enhanced by Levac and colleagues.23,24 To ensure that we
covered the literature comprehensively, we followed an iterative process
requiring us to engage with each stage reflexively and to repeat steps
when necessary.23

The following information was extracted and entered into a data-
charting form: title, journal, year of publication, author(s), the country
to which the article refers, and the specific medical condition and/or
specific care sector. We then performed qualitative text analysis methods
in which Steenhuis and van der Hijden independently identified, shaded,
and coded all the barriers and facilitators described in the literature
as relevant to the design and implementation of bundled payments.
Then, in an iterative process, they searched for consensus and collated
the identified clusters of barriers and facilitators into comprehensively
defined key elements until reaching a saturation point. This saturation
was then externally assessed by two expert panels, consisting of twelve
experienced care procurement professionals from five different payer
organizations. In these 3-hour sessions, we discussed and confirmed our
findings from the review and sometimes discovered new elements not
identified in the literature.23 More detailed information about the expert
panels can be found in Online Appendix C. We used this list of identified
elements to provide a full overview of the complexity in the design and
implementation of a bundled payment contract.

In order to connect and contextualize the identified elements, we con-
structed a framework with two axes. On the horizontal axis we combined
the frameworks for health care procurement from a payer’s perspective
of Van Raaij, Sanderson, and Van Weele and ordered the elements into
six phases25-27 representing a generic care procurement process (as is
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currently also used in FFS contracting). Such a process generally starts
with a (more tactical) precontractual phase in which purchasing needs
are specified (eg, determining the care services included in the bundle)
and providers are selected and contracted. This is followed by a (more
operational) postcontractual phase in which the patients are identified
and allocated to the bundle and the care is delivered and monitored.
The final step is the actual payment for care and the evaluation of
the contract. In general, despite the many different types of bundled
payment contracts with different characteristics, the design and imple-
mentation of bundled payments can be ascribed to these six procurement
phases because the vast majority of bundled payment contracts are cur-
rently “built” on the existing FFS architecture, with a retrospective
payment strategy (in which the actual payments are made while or after
the care is delivered, based on FFS claims rather than being paid in
advance).

To further unravel the complexity of bundled payment contracts, we
added a vertical axis in which we ordered the elements according to
the interactions among the different actors in the health care system
(regulator, payer, provider organization, professional, patient).28,29 In
contrast to the design and implementation of traditional FFS contracts
(on which usually only a procurement team from the payer and the
provider organization’s financial department agree), this axis is necessary
for the design and implementation of bundled payment contracts because
the objective of those contracts is usually to facilitate a redesign of care
delivery processes.30 A more detailed explanation of the six procurement
phases and the interactions among the actors is presented in Online
Appendix D1.

We plotted an identified element in the framework based on the
specific procurement phase and system level to which it applied. In
most cases, the best fit for an element in the framework was clear from
the literature. When necessary, Steenhuis and van der Hijden used their
own insights to find the most appropriate fit, externally assessing this in
the expert panels (see Online Appendix C). Some elements could apply
to all phases and system levels (eg, the “degree of trust and collaboration
between payer and provider” [element 8]) and so were placed according
to how they were most often described in the literature included in the
final study sample.
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Figure 1. Flow Diagram of the Systematic Search

See Online Appendix A for the applied definition of a bundled payment.

Results

Study Retrieval

Our initial search resulted in 7,360 articles. We found five more articles
by hand-searching key journals, resulting in a total of 4,486 unique
articles after removing duplicates. After screening titles and abstracts,
we examined the full text of 210 articles and included 147 articles in
the final study sample (Figure 1).

Study Characteristics

The final study sample comprised 147 articles, of which about half
(56.5%) were published between 2015 and March 2018, and about
two-thirds (64.6%) were focused on bundled payments in the United
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States. Of all the included articles, 64.4% were generic and did not
cover a specific medical condition; 15.6% covered bundled payments in
orthopedic care, 4.8% in cardiovascular care, 3.4% in oncological care,
and 11.6% in another specific medical condition.

Key Elements for Bundled Payment Contracts

We identified 53 elements in all (Figure 2), 52 from the literature and
1 (element 38) based on input from the expert panel. The two-axis
framework presents a structured overview of which elements, at which
health system level, and in which phase of the procurement process
are considered relevant to the design and implementation of a bundled
payment contract. As Figure 2 shows, the principal elements were found
in all phases of a care procurement process and involve all relevant health
system actors.

Next we describe the framework and its most important elements,
following the six procurement phases on the framework’s vertical axis.
Due to the restricted length of this article, we limit our descriptions of
elements to those frequently identified and typical for bundled payment
procurement, as opposed to FFS procurement. For a more detailed ex-
planation of all 53 identified elements, the numbers given in brackets
in Figure 2 correspond to the complete list of definitions, explanations,
and literature references in Online Appendix D2. Here when we refer
to a “provider,” we mean a “provider organization” (which can contract
with a payer, such as a hospital or general practice), rather than an in-
dividual care professional. When we refer to a “professional,” we mean
an individual who is employed by the provider (and cannot directly
contract with a payer), like a physician or physical therapist. In the case
of a small or solo practice, one actor may operate as both a provider and
a professional.

Specifying the Bundle

The precontractual design process of a new bundled payment contract
starts with a specification phase in which the general characteristics
of the contract are designed by the payer, usually in consultation
with one or more providers. Out of the nine elements we identified
in this phase, seven were associated with interactions between the
payer and provider(s), and the other two were associated with the
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regulator-payer/provider and the payer-payer levels. No elements were
associated with the other health system levels during this procurement
phase. The most frequently identified element for bundled payment con-
tracts, in contrast to FFS contracts, is element 3: “care services, patient
characteristics and corresponding costs to include in the bundle.” This
key element concerns the specification of the care services included in
the bundle and their corresponding health care costs (eg, which medical
condition is covered, the included and excluded care components, the
starting and end point of the bundle, patient identification criteria and
trigger events, agreements on dealing with multi- and comorbidity,
complications, and readmissions). Multiple studies show that choices
made on the inclusion of care in the bundle can either have a hampering
or facilitating effect on the design and implementation process and
that these effects are often the consequence of a trade-off between the
ease of implementation and the expected outcomes of the contract.
For instance, from a payer’s perspective, which care to include in an
episodic bundle for an elective hip replacement procedure is often less
complex to define than is a periodic bundle for chronic diabetes care (eg,
because the latter usually involves more providers and has a higher level
of comorbidity), but the potential impact on the reduction in health
care expenditures is also lower (because diabetes is a chronic and more
expensive condition).20,31,32 Another frequently identified element
that can either hamper or facilitate the design and implementation
process in this phase is the “definition of the contracting party for
the bundle” (element 6), for example, specifying one or more provider
organization(s) as a “designated recipient” or a (new or existing) third
legal entity.18 Some researchers believe that ideally, in order to reduce
complexity, bundled payment contracts should be closed with one main
contracting party receiving and distributing the single payment among
the providers. This party should be given technical and analytical
abilities to monitor the contract and coordinate the care delivery
process, thereby allowing it to effectively manage expenditures and
to maximize profits for all the affiliated providers.33,34 In this case,
there may no longer be a direct interaction between the payer and
the subcontracted provider organization, which can create a different
contracting environment (eg, in terms of competition, negotiating
power, and allocation of care delivery).35
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Selecting Provider(s)

In the second phase of the design and implementation process, the payer
selects providers based on the selection criteria and specific preferences
for contracting bundles (eg, the characteristics of the provider network)
as determined in the specification phase. All four key elements that
were identified in this phase were associated with interactions between
the payer and provider(s). For example, this phase of the design and
implementation process is influenced by whether the “bundled pay-
ment contract is mandatory or voluntary” (element 10). In a voluntary
contract, the providers’ willingness to participate may differ. On the
one hand, well-organized providers may be more likely to participate
and underperforming providers (with a higher potential for significant
efficiency gains) may not, because, for example, it would be necessary
for them to make more immediate internal investments in order to
achieve any potential savings.36 On the other hand, if payments include
a shared-savings approach, well-organized providers may be less likely
to participate than underperforming providers would, because they have
already achieved any possible savings and thus have nothing to gain
from participating. Nonetheless, if bundled payment contracts are well
designed, they may not need to be mandatory. Several researchers believe
that most providers will voluntarily sign a contract that rewards them
for providing higher-quality care at a lower cost as long as they are held
accountable for only the performance risk (which they can control) and
not the insurance risk (which they cannot control).37,38 This important
precondition also applies to a second element in this phase, regarding
the barriers that can be caused by “small and heterogeneous patient pop-
ulations” (element 11). For provider organizations with a relatively low
volume of patients eligible for inclusion in the contract, random varia-
tion and outliers in the demand for care can have a disproportionate and
unpredictable impact on the average bundle’s expenditures.33 Moreover,
separating performance and insurance risk becomes more complex if the
variability increases and the predictability and standardization of the
health condition’s care and costs decrease.39 To overcome these barriers,
payers can decide not to include specific providers based on minimum
patient volume criteria, or they can customize the contract (eg, with
case-mix corrections or stop-loss provisions to limit downside risk) in
the “negotiate and contract” phase.
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Negotiating and Contracting

This third procurement phase entails the payer and the selected
provider(s) negotiating and agreeing on the variable aspects of the con-
tract, such as price and volume, weights of the case-mix method, quality
and cost targets, and the distribution of shared savings. If an agreement
is reached, this phase will end with the signing of the contract, marking
the start of the postcontractual phases. Our study found 13 elements
contributing to the degree of complexity in this phase. Whereas in the
previous phases, the payer and provider organization(s) were the primary
actors, Figure 2 shows that in this phase, more actors become involved.
Many barriers and facilitators in the design and implementation
process relate to the degree of alignment between the incentives in
the bundled payment contract between the payer and provider(s), the
mutual contract(s) between bundled providers, and the employment
contracts between provider(s) and professional(s). In addition, on the
payer-patient level, the “alignment of the bundled payment contract
with the patient’s value-based insurance design” (element 20) is reported
regularly as a facilitator (when sufficient) or a barrier (when insufficient).

On the provider-provider level of this phase, the two most frequently
cited elements are the “allocation of payments and savings/losses” and the
“allocation of care delivery” among the providers in the bundle (elements
21 and 22). Agreeing on the allocation of care tasks and the distribution
of payments and closing a joint contract with a payer are new and com-
plex for most providers transitioning from a FFS to a bundled payment
model.40 To reduce this complexity, several new entities that act as in-
termediary organizations between providers have been established and
are often reported as a facilitating factor in this phase of the design and
implementation process.33,35 In contrast, on the provider-professional
level, “conflicting financial incentives within providers” (element 26)
are frequently reported as a potential barrier. The influence of differ-
ent (embedded) employer-employee contracts (including gain-sharing
arrangements) on provider organizations can create conflicts of interest
and harm internal relationships.37 For example, a hospital that transi-
tions from a volume-based FFS contract to an outcomes-based bundled
payment contract should always integrate these new financial incentives
in the variable component of its employee contracts. Not doing so might
lead to care professionals’ direct deterioration of income and therefore
increase the complexity of implementation.18
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Identifying Patients

The first step of the postcontractual phase refers to the ability of health
care professionals to accurately assign eligible patients to the bundle
based on precontractually specified trigger events, risk stratifications,
categorizations, and/or inclusion criteria. We found two elements,
both on the professional-patient level. The triage process to “identify
and include a patient in the contract” (element 27) forms a critical
link between the pre- and postcontractual phase and throughout the
literature is regularly reported as a barrier.20,37 Those contracts with a
retrospective payment strategy especially report significant differences of
more than 20% between the number of patients included in the bundle
by providers and the number of patients identified in the payer data.33

The accurate specification of the criteria for this triage process in the
contract facilitates the successful implementation of bundled payments
because it allows the provider to identify the included patients—not
just the payer—and thus prevents mismatches in data between the
provider’s care delivery process and the payer’s financial-monitoring
systems.33 Also, to coordinate the patients among the different bundle
providers, it is important that all the providers are able to identify all
the included patients based on the same independent and reproducible
method.

The second frequently identified element in this phase is “gaming
before the patient is included in the bundle” (element 28), in which
a care professional deliberately influences the process of care delivery
to optimize his or her own personal (financial) benefit. An example is
“cherry picking,” that is, selecting healthier or more cooperative patients
and assigning the more time-consuming patients to other professionals
(also referred to as “lemon dropping” and “cream skimming”). However,
most forms of gaming were reported “after the patient is included in the
bundle” (element 48) during the care delivery and monitoring phase.
In all cases, gaming is described as a barrier to the implementation of
bundled payment contracts.9,40-42

Delivering and Monitoring

After patients have been identified, the providers deliver care as agreed
on in the contract, with the payer monitoring this process. We found 23
different elements in all associated with this phase on (almost) all levels
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of the health care system. This confirms that during this second post-
contractual phase, the bundled payment contract can have a significant
impact on the entire health care system and all its actors.

A frequently cited element in this phase is the impact of bundled pay-
ment contracts on “changes in market shares and conditions” (elements
42 and 32). The bundling of care services by provider organizations can
shift market and negotiating power, which can result in higher prices
and barriers to new providers entering the market.34 On the payer-
patient level, several studies reported on using “patient incentives in
value-based insurance design” (element 35) (eg, deductibles and copay-
ments) to encourage patients to use high-value care (ie, care services in
the bundle) and/or to discourage them from using low-value care (ie, care
services not in the bundle). Another element that was frequently iden-
tified (on both the payer-provider and the professional-patient level)
is the “continued use of FFS” (elements 31 and 50). Several authors
of the articles in our final study sample argued that one cannot “fix
a broken payment system” by merely building a new layer of incen-
tives on it. They maintained that using the FFS model as a foundation
perpetuated unwanted risks for, again, conflicting financial incentives
within providers that may substantially reduce the commitment to and
acceptance of the new payment model by both the providers and the
professionals.18

Another key element for bundled payment contracts in this phase is
the “alignment of the existing care delivery model with the new pay-
ment model” (element 36). Bundled payment contracts often require a
redesign of care processes and a different type of collaboration among
providers. Multidisciplinary care protocols thus need to be developed,
and professionals and treatments should be integrated based on the pa-
tients’ health.33,43,44 Also, several authors stated that real success comes
only if providers can create an organizational culture that supports good
internal relationships and collaborations, engages professionals, and fa-
cilitates changes in their behavior.13,36 In order to adapt to the new
payment model, providers need time to educate administrative person-
nel, build relationships with other providers, and shift market shares.
Most authors suggest approaching this complex transition from the old
to the new payment model in small steps.40 This may mitigate the ef-
fects of the transition in the beginning but increases the chances of the
implementation’s success in the long term.
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Payment and (Financial) Results

The final phase of the design and implementation process is assessing
financial results and payment for care. The payment method depends
to a large extent on the strategy decided in the contract’s “specifica-
tion” phase. This can be either a prospective payment (made just be-
fore the start of the postcontractual phase) or a retrospective payment
(made during and/or at the end of the postcontractual phase) (element
7), but in practice almost all current bundled payment contracts use
a retrospective payment strategy in which the provider(s) submit their
FFS-based claims for the care delivered according to what was agreed
on in the contract. Depending on the terms in the contract, savings
are then paid to the provider based on the achieved quality and finan-
cial results. In addition, both the payer and the providers evaluate the
contract, which might be extended or a new (and improved) contract
might be concluded. This phase contains two elements identified from
the literature, both on the payer-provider level. The most frequently
identified element in this phase was the “limited effects in pilots and
demonstrations” (element 53) in regard to quality improvement, fi-
nancial results, and (potential) savings. If the results are disappointing
during the first stages of the contract, then both the payer and provider
organization(s) may be unwilling to prolong it and/or to enter into new
bundled payment projects. But for as long as early adopters increase
their experience with bundled payment contracts and more evidence
of positive effects becomes available, the confidence, acceptance, and
motivation for this new payment model will grow. Over time, we are
likely to see an increasing awareness that current payment models are
not delivering and a transition to bundled payments (or other APMs)
is unavoidable, which will further facilitate implementation on a larger
scale.45

Discussion

Main Findings

The aim of our study was to identify and provide a structured overview
of the key elements involved in the design and implementation of bun-
dled payment contracts from a payer’s perspective. We constructed a
framework that contains 53 key elements and that gives payers and
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other actors a comprehensive literature-based overview and further in-
sights into the sources of complexity in the design and implementation
of bundled payment contracts.

Strengths and Limitations

In this study we used the PRISMA statement review protocol as well as
rigorous and transparent methods throughout the entire process. To en-
sure a broad search of the literature, we searched nine scientific databases
(see Online Appendix B), and two independent reviewers assessed the
articles to reduce the risk of bias and subjectivity. We also organized
two expert panel sessions to externally test our findings. Nonetheless,
we acknowledge the limitations of our scoping design.23 We did not
formally appraise the quality of evidence in the primary research re-
ports. Consequently, our study offers only an overview and descriptions
of the publicly available scientific research and gray literature. Despite
our attempts to be as comprehensive as possible, our study might not
have identified all the key elements in the literature. Although our
search strategy included multiple terms (in English) used previously
to describe the barriers and facilitators in the design and implementa-
tion process of bundled payment contracts, other terms may also exist.
We may have missed some barriers and facilitators because we assumed
that successful bundled payment implementations were more likely to
be reported than were failed implementations. Finally, the context in
which a bundled payment contract is designed depends to a large extent
on a health system’s “laws and regulations” (element 1) and whether it
has a “single or a multipayer system” (element 2). Since our objective
was to develop a generic framework, we included articles from different
health system contexts with different bundled payment contract types
and a wide variety in contract characteristics (eg, with one or multi-
ple providers, with or without shared savings/losses, payer-, provider-
or jointly initiated). Therefore, some elements may not apply to all
health systems and specific bundled payment contracts, and others may
also apply to different APMs. For example, the elements concerning
market conditions and market shares may apply solely to systems and
contracts with some form of managed competition among multiple
payers, providers, and patients. Moreover, because the definition of a
bundled payment varies in the literature, our definition of a bundled
payment (see Online Appendix A) may influence the interpretability of
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our findings. Our focus is on the design and implementation of bun-
dled payment contracts that are built into the existing FFS architecture
because these are the most common. Finally, we have presented our
findings from a payer’s perspective. A more specific context or bun-
dled payment contract type, a different bundled payment definition,
and/or another actor perspective might have led to a different framework
structure.

Results in Perspective

In most health care systems, bundled payments are still a very new
payment model. When bundled payment contracts are well designed,
they should entail a shift in performance risk, and explicitly not in
insurance risk, from the payer to the provider(s).8,38,39 Compared with
the design and implementation process of FFS contracts, this requires
a different type of collaboration between payers and providers and also
among the providers themselves. This collaboration should not focus on
the volume and price of separate health care products, but on the patients’
full care cycle and the integral costs and outcomes associated with it. This
would have a significant influence on the various interactions among all
actors in the health care system.

In an FFS model, a government or other payer composes lists with
rigid definitions of billable care “outside” the interaction between pay-
ers and providers. Then, in (annual) contract negotiations, the main
actors involved in closing the contract usually are the board of the
provider organization and a procurement team from the payer, which
usually results in an agreement on price and volume per separate service
and/or a maximum annual budget. Although this contracting process
can be challenging owing to the opposite interests of the payer and
the provider, it is clear to all parties how it works and what the rules
are. There is no explicit “specification” phase because each year the
same lists with predefined billable care are used. This does not en-
courage the providers to redesign their care processes toward quality
improvement or cost containment. Compared with the design and im-
plementation of bundled payments, this is often a much more strategic
procurement process. It encompasses “a continuous search for the best
interventions to purchase, the best providers to purchase from, and the
best payment mechanisms and contracting arrangements to pay for such
interventions.”46,47(p105)
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In contrast to FFS models, under a bundled payment model, the
payer and provider(s) try to agree on a contract that better aligns their
interests and facilitates a redesign of care processes in order to achieve
better-quality outcomes at lower costs. This entails bundling the full
patient journey, which in the past was billed under numerous billable
claim codes and from multiple health care organizations. The payer and
provider(s) thus need to specify and agree on the specific “care services,
patient characteristics and corresponding costs to include in the bun-
dle” (element 3). This can be a cluster of existing billable services (eg,
diagnosis-related groups), but it can also include services that previously
may not have been billable (eg, prevention, “shared decision making,” or
e-health). In addition, the payer and provider(s) need to set their expecta-
tions and agree on goals concerning the quality of care and (if applicable)
potential savings that are feasible and acceptable for both. Although po-
tential shared savings and losses are difficult to predict for both actors,
they can (in contrast to the rigid price and volume negotiations under
FFS models) be key to a better alignment of their interests (depending
on the impact of the bundled payment contract on the provider’s total
[FFS-based] revenue). Also, the payer and provider(s) are well advised to
“engage professionals in defining the bundle and financial incentives in
the contract” (element 9), because several articles report on the impor-
tance of this precontractual element to the “acceptance and commitment
to implementation of the contract by care professionals” (element 45)
in the postcontractual phase.19,39 For the successful implementation of
bundled payments, it is therefore essential that the payer, provider(s),
and health care professionals have a clear and explicitly shared under-
standing of the desired impact of a care bundle on costs and quality and
on how this impact is spelled out in the contract.

In short, bundled payment contracts introduce a different set of fi-
nancial agreements that create both opportunities and risk. They can
involve savings and losses based on quality indicators, touch almost
all aspects of governance within organizations, and demand a different
type of collaboration among organizations. These substantial differences
between traditional FFS contracts (which take only price and volume
into account) and bundled payments make the transition complex and
require a different design and implementation approach. This approach
must be more strategic and based less on short-term transactional ne-
gotiations and more on long-term collaborative relationships between
payers and providers.
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Implications for Policy and Further Research

The goal of bundled payment contracts is to overcome the flaws of FFS
models by reallocating accountability, integrating care across settings,
and facilitating value-based health care delivery, which often requires
a change in the behavior of care professionals. Payers must be aware
that changing behaviors, especially in the traditions of health care, is
very challenging.48 The strategic approach to coordination and adap-
tation that is needed to achieve this should not be ignored.46 Even if
there are clear benefits for patients’ outcomes and financial rewards, the
availability of convincing evidence and the implementation of a new
procurement contract are generally not enough to ensure widespread
change.49 In addition to the payer’s perspective, therefore, it is impor-
tant that future research also focuses on specific barriers and facilitators
from the provider’s and patient’s perspective. Our study shows that bun-
dled payment contracts affect a broad range of health system actors, so
their design and implementation should not be approached as merely the
introduction of a new contracting model, but as part of a broader trans-
formation to a more sustainable, value-based health care system. This
approach should not focus on the volume and price of separate health
care products but on the full care cycle of patients and the integral costs
and outcomes associated with it.7,13

Assuming that the degree of complexity in the design and imple-
mentation of bundled payments is influenced not only by the separate
elements we have identified but also by the various mutual interactions
among these elements, future research should focus on studying these
interactions between pre- and postcontractual elements in order to de-
velop a better understanding of the causes of this complexity. Based on
the many articles we found on the barriers and facilitators related to it,
making the right precontractual design choices on the “care services,
patient characteristics and corresponding costs to include in the bundle”
element is likely to be central. For example, choosing a condition-based
chronic care bundle with a high level of comorbidity and multiple in-
volved providers generally affects more health care costs and therefore
might have more potential for positive effects. But these broad bundles
also have much more complex interactions among the elements and are
therefore harder to implement successfully. While opting for a relatively
small, procedure-based episodic care bundle without comorbidities and
with only one involved provider may have less risk and is less complex to



The Design and Implementation of Bundled Payments 217

implement, the expected positive effects are also likely to be fewer.16,31,32

The main challenge for payers that want to implement bundled payment
contracts is to find the right balance among these various design options.
Future research should therefore concentrate on the impact of precontrac-
tual design choices for bundled payments, their underlying design op-
tions (and their trade-offs), and these options’ interactions with the post-
contractual care process in order to eventually enable the development of
operational implementation strategies for bundled payment contracts.

Conclusions

Our framework provides a structured overview of the principal,
literature-based elements of the design and implementation of bundled
payment contracts from a payer’s perspective. We identified 53 elements
that involve all procurement phases and relate to actors on all levels of
the health care system. A better understanding of these elements can
help payers and other actors devise a strategic approach and reduce the
complexity of implementing these contracts. Compared with traditional
FFS models, bundled payment contracts introduce an alternative set of
financial incentives that affect the entire health care system, involve
almost all aspects of governance within organizations, and demand a
different type of collaboration among organizations. This is what makes
the design and implementation of bundled payment contracts complex
and is why they should not be strategically approached by payers as
merely the adoption of a new contracting model but, rather, as part of
a broader transformation to a more sustainable value-based health care
system, based less on short-term transactional negotiations and more on
long-term collaborative relationships between payers and providers.
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