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INTRODUCTION

The market transition to value-based care in healthcare is 
a significant shift that is reshaping the landscape of health 
services and is well underway. This model prioritizes patient 
outcomes and quality of care over the traditional volume-
based approach, which focuses on the volume and type of 
services provided. 

Value-Based Care (VBC) improves patient health, reduces 
healthcare disparities, and redirects the escalating cost 
curve of healthcare. It creates a collaborative environment 
that encourages healthcare systems and providers to 
provide the highest quality care possible, as payments 
are directly linked to patient outcomes. The value of care 
equals the quality of care in relation to the required cost to 
deliver the care. Value is often measured and defined by 
the payer of services. 

Understanding this transition is crucial as it impacts all 
stakeholders in the healthcare ecosystem - from patients 
and providers to insurers and policymakers. It fosters 
a culture of accountability and outcomes, promotes 
evidence-based and utilization practices, integrates care 
delivery treatment pathways, and emphasizes preventive 
care while focusing on reducing total cost of care. 

In essence, the transition to value-based care strives to 
redesign a healthcare delivery system that is encumbered 
with inefficiency and diminished cost-effectiveness and 
works to deliver equitable patient-centered healthcare. 
VBC represents a step towards a future where healthcare 
is increasingly focused on quality rather than quantity, and 
where the focus is on long-term health and wellness rather 
than short-term treatments. 

 



UNDERSTANDING VALUE-BASED 

PAYMENT MODELS

Value-Based Payment (VBP) models shift the focus from 
the traditional fee-for-service model, where providers are 
reimbursed based on the volume of services, to a model 
where providers are reimbursed based on performance 
by providing high-quality care, and improved patient 
outcomes at a much lower cost. High performing providers 
can share in savings, while underperforming providers may 
be penalized. There are many pathways to value-based 
payment models, including but not limited to, accountable 
care organizations (ACOs), bundled payments, and patient-
centered medical homes (PCMHs), etc. 

Value-Based Payment models are an innovative approach 
to healthcare reimbursement that prioritizes patient 
outcomes over service volume. Unlike traditional fee-for-
service models, which incentivize providers to perform a 
higher volume of procedures with no meaningful incentive 
to improve quality or coordinate care, VBP models reward 
providers for delivering high-quality, efficient care. 

UNDERSTANDING VALUE-BASED 

PAYMENT MODELS 

The Shift to Value-Based Care 

The journey is unavoidable, as the market continues 
to transition further toward value, health systems and 
providers not prepared may be left behind while early 
adopters succeed under payment transformation.   

The shift towards VBP models is driven by the  
demonstrated need to curb rising healthcare costs 
while improving patient outcomes. Comparatively, The US 
spends nearly 18 percent of GDP on healthcare, yet 
Americans die younger and are less healthy than 
residents of other high-income countries.  Traditional fee-
for-service models often lead to overtreatment and 
unnecessary procedures, contributing to escalating costs 
without necessarily improving patient health. VBP models 
aim to rectify this by aligning provider incentives with 
patient health outcomes.  

Data Source

https://www.commonwealthfund.org/publications/issue-briefs/2023/jan/us-health-care-global-perspective-2022


Challenges and Opportunities
 
Implementing VBP models presents both challenges and 
opportunities. Providers must invest in data collection and 
analysis capabilities to track and improve performance
metrics. They must also navigate the complexities of 
various VBP models and contracts. 
 
Providers will need to implement general principles of 
risk-based contacting including but not limited to, network 
definition, population parameters, cost of care benchmarks, 
timing, size, and delivery of incentives, care management, 
community partnerships and operational workflow redesign 
to succeed under a VBP model. Risk can take the form of 
incentives (upside), penalties (downside), or total 
(capitation).  
 
However, VBP models present opportunities for providers 
to improve patient care and reduce costs. By focusing 
on quality rather than quantity, providers can prioritize 
proactive, preventative, and targeted care, potentially 
improving patient outcomes and reducing the 
inappropriate demand for costly treatments or 
hospitalizations. 
 
The Future of Value-Based Payment Models 
 
As healthcare costs continue to rise, the shift towards VBP 
models is likely to accelerate. Policymakers, payers, and 
providers are increasingly recognizing the potential of 
VBP models to improve patient care and curb healthcare 
spending. Progression to alternative payment methodology 
will continue to demonstrate a pace of transition that 
varies across payer and provider segments. Successful 
implementation will require ongoing collaboration and 
innovation among all stakeholders.
 
Understanding Value-Based Payment models is crucial for 
navigating the evolving healthcare landscape. As these 
models continue to gain traction, providers who can
deliver high-quality, cost-effective care will be well-
positioned for success. 
 
 
 

Types of Value-Based Payment Models 
  
There are several types of VBP models, each with its unique 
approach to incentivizing quality care: 

1.	 Pay-for-Performance: Providers receive bonuses for 
meeting quality metrics, such as reduced hospital 
readmissions or improved patient satisfaction scores. 

2.	 Bundled Payments: Providers receive a single 
payment for all services related to a specific treatment 	
or condition, encouraging efficiency and coordination 	
among providers. 

3.	 Shared Savings Programs: Providers share in the 
savings achieved when they deliver care within a certain 
cost threshold while meeting quality benchmarks. 
This particular VBP model offers a range of risk-based 
pathways that may allow a provider to “lean into” value 
based care initiatives. As an example, “Upside Risk” 
payment arrangements reward a portion of the savings 
arrangement to the provider if generated. The provider 
shares in no downside risk and can develop critical 
value implementation workflows while learning and 
leaning into transition to VBP model pathways. 

4.	 Capitation and Specialty Subcapitation: Often the 
entire payment is a risk, where the payment is tied to 
the patient or the population, typically referred to as 
PMPM (per person per month). Providers receive a 
set amount per patient, per month, regardless of the 
number of services provided, incentivizing preventive 
care and efficient resource use. 

 
 
 

 

 

VBP models present opportunities       
   for providers to improve patient  
      care and reduce costs.



IMPLEMENTING VALUE-BASED CARE 

Engaging Providers and Patients 

1. Provider Training: Providers should be trained on the
principles of value-based care and how to effectively
engage with patients. Operationally creating a
comprehensive approach to the care team, ensures
that the evaluation of all care team roles creates a “top-
of-license” team collaboration and redesign.

2. Patient Education: Patients should be educated
about their health conditions and the importance
of preventive care. This can be achieved through
educational materials, workshops, and regular
communication with healthcare providers.

Shared Decision-Making: Providers and patients
should work together to make decisions about
care. This involves discussing treatment options,
potential risks and benefits, and patient preferences.
Individualized care planning by clinical and social
needs creates a multidimensional pathway to clinical
engagement and clinical compliance and adherence by
the patient.

As described, strategic and operational readiness are 
pre-requisites to the successful implementation of value-
based care. Implementing value-based care systems is a 
complex process that requires strategic planning, effective 
use of data, and active engagement of all stakeholders. 
Commitment and collaboration can lead to improved 
patient outcomes and reduced healthcare costs. 

IMPLEMENTING VALUE-BASED CARE

Value-based care systems aim to improve the experience 
of care, improve the health of populations, and reduce 
per capita costs of healthcare. Implementing such systems 
requires strategic and operational planning, effective 
use of data analytics, performance metrics, and active 
engagement of providers and patients. 

Transitioning away from our historic healthcare 
compensation system requires leaders to get comfortable 
being uncomfortable. Change demands creative thinking. 

Strategies for Success 

1. Leadership Commitment: Leadership must be
committed to the transition and clearly communicate
the vision and goals of value-based care to all
stakeholders. Assess your strategic ambition with
organizational realities as it relates to keeping pace,
being ahead of the curve, or leading the market in the
transition to value-based care. There is not a single
“perfect” payment model that fits in all situations.
Leadership should remain nimble with a strong
willingness to explore various models.

2. Provider Engagement: Providers must be involved
in the planning and implementation process. Their
insights can help identify potential challenges and
develop effective solutions.

3. Patient Engagement: Patients should be educated
about the benefits of value-based care and encouraged
to take an active role in their health management.

Data Analytics and Performance Metrics

1. Data Collection and Analysis: Collecting and
analyzing data is crucial for tracking performance,
identifying areas for improvement, and making
informed decisions. Analytics is the foundation of
patient prioritization. Identifying high-risk, rising-risk,
and low-risk patient services is essential to tailor clinical
care management to acuity level to achieve scale. If
there is a place where leadership should over  invest
capital resources, this is it.

2. Performance Metrics: Key performance indicators
(KPIs) are established to measure the effectiveness of
value-based care. These include patient satisfaction
scores, readmission rates, and health outcomes.

3. Continuous Improvement: Data must be actionable
and timely, regularly reviewed and used to drive
continuous improvement. This involves identifying
trends, addressing gaps in care, and adjusting
strategies as needed.



Challenges and Opportunities 

Challenges and opportunities exist in creating a road map 
that can be traveled to successful implementation of Value-
based care. Siloed patient information, inefficient practice 
workflows, provider resistance to change, fragmented 
patient care pathways, elevated financial risk, focus on 
“cost” versus “care, and management of health outside of 
the patient visit, create the opportunity to reimagine care 
delivery from the primary care exam room encounter to the 
corridors of health systems and hospitals. Adapting and 
changing the way we provide care for patients seems easier 
said than done. Transitioning to value-based care creates 
several challenge opportunities:  

1. Overcoming Barriers

• Integration of Technology: Implementing
technology to collect, analyze, and share health data
can be challenging due to high costs and complexity

• Change Management: Transitioning from volume-
based to value-based care requires a change in
organizational culture, which can be resistant.
Understanding your market position, critically
assessing capabilities, conducting a financial review,
and overall opportunity analysis will support the
adoption process and validation.

• Policy & Regulation: Navigating through complex
policies and regulations while ensuring compliance

2. Balancing Financial Incentives and Patient Outcomes

• Quality vs Cost: Balancing the focus between
cost-saving and quality of care ensuring neither is
compromised

• Payment Models: Developing payment models that
incentivize providers for quality rather than quantity
of services

• Patient Engagement: Engaging patients in their own
care to improve outcomes while reducing costs

3. Addressing Health Disparities

• Access to Care: Ensuring all individuals, regardless of
their socio-economic status, have access to quality
care

• Tailored Care Plans: Creating personalized care
plans considering the diverse needs of different
populations. Care model evolution must evolve

• Community Engagement: Collaborating with
communities to address social determinants affecting
health disparities

• Behavioral Health: The Covid pandemic exacerbated
the demand for behavioral health services. The
adoption of tele-behavioral health and creating
direct pathway between the provider and the
behavioral health specialist are a non-negotiable.

• Social Determinates of Health: A concept that
might be new for many health systems and provider
organizations – developing a health equity enterprise
strategy is one of the strongest population health
initiatives an organization can undertake.

Recognizing the complexity of the journey, embracing the 
challenges through collaboration, technical investment, 
and interoperability can reface every challenge to an 
opportunity. Overcoming these barriers will require 
concerted efforts from all stakeholders, including policy 
makers, healthcare providers, and patients. Despite these 
challenges, the shift towards value-based care is an 
important step towards a more efficient and effective 
healthcare system. 

Transitioning to value-based 
care creates several  
challenge opportunities.



sources

CASE STUDIES

Here are some real-world examples of successful value-
based care (VBC) implementation: 

1. St. Antonius Hospital in Utrecht, Netherlands: They
implemented condition-based care models, including
integrated practice units (IPUs). Their research shows
that successful implementation of VBC can depend on
existing organizational structures1.

2. Corewell Health West in Grand Rapids, Michigan:
They made a strategic and intentional investment
in primary care to improve value. They set guiding
principles including population segmentation,
interdisciplinary teams, multiple modalities of care,
integrated data, aligned provider compensation and
incentives, and integrated specialty care1.

3. Mercy Health in Chesterfield, Missouri: They
improved guideline-directed medical therapy (GDMT)
for patients with heart failure with sustained scale and
spread of a clinical decision support tool thoughtfully
integrated into the team-based workflow of both
general medicine and cardiology practices1.

4. Cleveland Clinic: They developed, operated, and
refined value-based care models in the United States
and the United Arab Emirates, with early applications
and lessons learned in the United Kingdom2.

5. Santeon hospitals in the Netherlands: They have
been implementing value-based healthcare for over
a decade, with tangible examples from birth care,
chronic kidney disease care, and breast cancer care3.

CASE STUDIES 

Lessons learned and best practices from these examples 
include: 

• Embracing a cultural shift within healthcare
organizations from a volume-based mindset to one
centered around patient outcomes4

• Effective implementation of VBC relies heavily on
timely and actionable data integration and analytics4

• Establishing robust data governance and investing in
interoperable healthcare information systems4

• Engaging and aligning providers, and implementing
patient engagement strategies4

• Overcoming financial hurdles and transitioning from
fee-for-service payment structures to value-based
ones4

• Continuous IT improvements to ensure the
availability of outcome data across the full care cycle
and instituting a value-based culture among
providers are keys to driving VBHC implementation

SOURCES  
1. CMS’ Value-Based Programs
2. What Is Value-Based Care, What It Means for Providers?
3. Value-Based Care and Fee-For-Service: What’s the Difference?
4. Value-Based Payment As A Tool To Address Excess US Health
    Spending
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https://www.cms.gov/medicare/quality/value-based-programs
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LOOKING AHEAD
 
 
The Future of Healthcare Reimbursement 
 
Pressure to reduce costs, improve outcomes and quality 
are likely to continue. The healthcare reimbursement 
landscape in the United States is undergoing  significant 
transformation. This shift is driven by a combination of 
factors, including the rising cost of healthcare, the need for 
improved quality of care, and the desire for a more efficient 
and effective healthcare system1,2. 

Transition from Volume to Value 
 
One of the most significant trends in healthcare 
reimbursement is the transition from a volume-based 
system to a value-based system1. In a volume-based 
system, providers are reimbursed for the quantity of 
services they provide, regardless of the outcome. Often, 
success is measured by maximizing volume and revenues. 
Little standardization around clinical evidence, quality and 
cost variation exist. Essentially, volume = price. In contrast, 
a value-based system rewards providers for the quality 
of care they provide, taking into account factors such 
as patient outcomes and cost-effectiveness1. Success is 
measured by outcomes, consistency with evidence-based 
care, and utilization pathways with a focus on reducing total 
cost of care. 

The Centers for Medicare and Medicaid Services (CMS) has 
been a driving force behind this transition, with initiatives 
aimed at increasing the adoption of value-based payment 
models1. Despite these efforts, the adoption of advanced 
forms of value-based payment has been slower than 
anticipated1.
 
 
 
 
 
 
 
 

 

 

Challenges and Opportunities 
 
The transition to value-based payment models presents 
challenges and opportunities. One of the main challenges 
is the complexity and potential risk of these models, which 
can deter providers from adopting them1. Additionally, the 
allure of traditional fee-for-service models can also hinder 
the adoption of value-based payment models1.

On the other hand, value-based payment models present 
an opportunity to improve the quality of care and reduce 
health disparities1. They also offer the potential for 
substantial savings, which could help to alleviate the 
financial strain on the healthcare system1. 
 
Looking Ahead 
 
Looking ahead, it is expected that the transition to value-
based payment models will continue1. CMS will continue to 
play a key role in this transition, with a focus on simplifying 
value-based payment models, engaging late-adopting 
providers, and accelerating the movement towards risk-
bearing, population-based alternative payment models1.  
 
In addition, there is likely to be an increased focus on 
health equity, with the aim of reducing health disparities 
and improving health outcomes for all Americans1. 
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CONCLUSION

The future of healthcare reimbursement in the United 
States is likely to be characterized by an increasing 
continued shift towards value-based payment models. 
While this transition presents challenges, it also offers 
significant opportunities to improve the quality of care, 
reduce health disparities, and achieve cost savings. 
Although most provider organizations are still functioning 
within fee-for-service models, many are well on their way on 
the path to value. As we move into the next several years, 
the successful adoption of these models will be crucial in 
shaping the future of the U.S. healthcare system1.

As healthcare continues to evolve, value-based payment 
models are becoming increasingly important. By 
understanding these models and implementing effective 
strategies, providers can improve patient outcomes, 
enhance population health, and achieve cost savings. 
Embracing the shift toward value-based care is a critical 
strategy element that begins with health system / provider 
leadership and should be part of the comprehensive 
enterprise-wide strategy of every health system and 
provider.  

The transformative journey to value-based care is 
ongoing, and collaboration among providers, payers, and 
policymakers is essential and holds promise. Together, 
we can transform healthcare delivery and make a positive 
impact on the lives of patients. 

Value = Quality / Cost. 

Eric Riley | Healthcare Consulting Director 
eriley@deandorton.com
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