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Unravelling Value-Based Health Care

Executive Summary

A major reform of how health care is provided and purchased is necessary to assure its continued sustainability.
The end goal is to achieve the "quadruple aim" of improving population health, patient satisfaction, and healthcare
workers' wellbeing while lowering costs. Hence, in 2006 Porter and Teisberg introduced value-based health care
(VBHC), a concept that aims to maximise "value" for patients by providing high-quality care at a low cost. Ina VBHC
system, clinicians are rewarded based on the accomplishment of patients' relevant health outcomes. Nevertheless, the
transition toward the VBHC system is arduous. Numerous health plans and providers are still uncertain about initiating
or executing it. Thus, to analyse the secret recipe of successful VBHC programmes, the obstacles, and what additional
ingredients will be crucial for a successful future for VBHC, we conducted a qualitative study through semi-structured
interviews with health plans worldwide.

Based on our analysis, we believe it is difficult to identify a clear set of uniform criteria for determining what
constitutes an exemplary VBHC programme, as each programme is unique and seeks to achieve various objectives.
However, we identified some key elements that work as enablers for successful VBHC programmes, including
stakeholders' involvement, engaging clinicians strategically, a dedicated team, and the way outcomes are measured.
Drawing from health plans' experiences, we discovered several main obstacles in adopting VBHC, owing to the
challenge of disrupting the status quo, mitigating the upfront risks, getting a similar level of understanding, as well as
limited resources and authority. Learning from health plans' experiences, we have been able to summarise several
strategies to mitigate those challenges and propose two ways of thinking about the future of VHBC by assessing the
possibility of uniformity within the health plan and designing the appropriate incentives for VBHC. Lastly, we support

the view that value-based health care is a long journey that requires a collaborative effort and commitment.
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Introduction
Prologue

In the foreseeable future, health care systems must adapt to the dual demands of an ageing population and a growing
prevalence of chronic illness. Despite limited resources and budgetaty constraints, the demand for health care delivery
continues to expand globally. Health care prices are expected to climb ever higher and become less affordable due to
escalating inflation, supply shortages and the emergence of new health technologies. If healthcare inflation keeps up with
inflation for all services by 2022, the healthcare industry's profit might fall by 12% to 24%.' Thus, to ensure the
sustainability of health care for populations, providers, and payers for the coming decades, a fundamental transformation
of how health care is currently purchased and delivered is needed. The ultimate goal is accomplishing the quadruple aim
— minimising costs, enhancing population health, better patient expetience, and healthcare staff wellbeing. >3

So how should we reform our health care system? Decades have passed as we have transitioned through various health
care concepts and systems. We continue to face several hurdles in ensuring that health care is fairly compensated and truly
enhances health outcomes. In 2006 Porter introduced the notion of optimising the "value" for patients by providing the
best outcomes at a low cost,* including transforming the current physician-centric, supply-driven system to patient-centric,
demand-driven. Porter emphasised the need to revolutionise the way the care is delivered, measured, and purchased to
deliver high-value care to patients, promoting what he called the "value agenda".> Porter and Teisberg claimed that health
care should be determined by the value created for patients through value-based health care (VBHC).

Porter emphasised the need to tilt the focus from volume to value. Even so, establishing a common concept of value has
been one of the greatest obstacles to implementing VBHC, and as there is no unified definition, so there is no unified
approach.” 8 In spite of this lack of a unified approach, by virtue of compensating providers based on patients’ outcomes,
VBHC continuous to offer promise as a strategy for accomplishing the quadruple aims and addressing future health
challenges. When we align patients', providers', payers', and policymakers' goals through the improvement of patients'

outcomes we will have achieved true value.’

This paper investigates why it has been so difficult to achieve the optimised balance of outcomes versus costs that VBHC
pursues, and why the shift toward a value-based system has slowed in recent years. There is ample guidance, there are
success stories and there is best practice to share, but finding a suitable starting point, developing an adequate roadmap
and pursuing VBHC requires significant commitment of time and resources, and an understanding of how each payer's
unique place in the health ecosystem may require a different approach. This paper will set out how payers can shift more
easily to VBHC despite the vast array of health ecosystems and their various opportunities and limitations.

Obijectives

This white paper aims to identify the prerequisites for moving towards value-based care, as well as the main impediments
that payers experience. Drawing on lessons from real world successes and failures we explore what innovation is needed

to create the VBHC models of the future that deliver on the promise of higher quality care at a lower cost, and at scale.

Methodology

This white paper is developed based on qualitative analysis through semi-structured interviews with 17 respondents from
13 institutions across 8 countries conducted between June and August 2022. Secondary data was collected from key
respondents' reports, archives, and other internal documents made available for review. Data collected from interviews
were thematically analysed. Ethical approval was sought from and granted by the Ethics Review Committee of The
London School of Economics and Political Science (Ref: 93926) ptior to the commencement of the study. All respondents'
names and institutions will be anonymous throughout this paper. For further information regarding the programmes or

experiences of particular respondents or health plans, please contact iFHP.

Page 5 of 23



International Federation of Health Plans | September 2022

Respondents' Characteristics

Location Membership
South Africa;
Thailand; 1 United
Spain; 1 States; 4 Non-iFHP
N etberlands, members
50%%
1iFHP
Canada; 1 members
—lustra.l.ia; 2 50%
United New
Kingdom; 3 Zealand; 2
i i Private health plans
Type of Organisations
Single-paver
Others 25%
4496
Multi-
payer
Public health plan 75%
6%

Figure 1. Respondents' Characteristics
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Prerequisites for Moving Towards VBHC
In the healthcare sector, system reconfiguration towards value-based health care commonly perceives disruption of the status
quo as a crucial prerequisite. While this is true, based on the conducted interviews, we determined that accelerating the

transition to VBHC also necessitates the following elements:

1. Stakeholders' involvement

In line with theories of policy change,!%!! the key actors of the health care system, including payers, providers, patients,
and policymakers, all play a vital role as enablers in the transition to VBHC. Given their different interests and
understandings of VBHC, ensuring providers understand early on what definition of VBHC is used and what the
overall objectives are, is an underestimated and important first step in the journey towards VBHC. Engaging patients
is equally essential as they are the centre of the care and instrumental to how value will be interpreted. Our interviewees,
including health plans in Australia and United States, as well as ICHOM, the International Consortium for Health
Outcomes Measurement, incorporated patients' voices into their programme in various ways, such as patient portal,
focus-group discussions, questionnaires, or working directly with the patients' working groups.

“I think it is important to highlight the alighment idea... how to align the different ideas of the
different stakeholders across the batch.”
[A health plan in Spain]

Five health plans emphasise the absolute imperative of garnering clinicians' support, which is extensively supported in
literature.>!213 Nevertheless, securing such support might be challenging due to the convenience of the “status quo”
and the unpredictability of new risks. Similarly, a lack of understanding of VBHC and its overall objectives, or a
different understanding that is not addressed will invariably exacerbate the difficulties of garnering the much-needed
buy-in and support of the clinicians. Evidence indicates that healthcare systems with the highest levels of physician
engagement tend to be the most successful. By involving physicians, shared decision-making between doctor and
patient will optimise the value of the whole healthcare process.!? Put more directly: a successful transformation to
VBHC cannot occur unless physicians are involved.!* Porter also emphasises that changing the way clinicians are
managed to provide care is fundamental to the value transformation.> Invariably, health plans reported that the best
approach is to ensure the engagement of the clinical leadership, who can then in their turn influence the clinicians in
their organisations to align with the objectives of VBHC.

“So, change is always hard. In our case, one thing that enables the change is physicians leading
physicians. It is not the health plans telling doctors.”
[A health plan in United States]

“Clinical leadership is absolutely imperative. Without it, it doesn't work.”
[A health plan in Australia]

Four health plans shared four viable strategies from their experiences in engaging clinicians.

a. Getting clinical leaders involved
The first step in getting other physicians on board is getting the clinical leaders involved. Moreover, it is crucial to
involve them from the beginning of VBHC planning and to do that in a meaningful way: incorporating their input.
Since many components of VBHC require the expertise of clinicians, and as they will be accountable for its execution,

this eatly engagement is not just prudent, it is imperative.

“You can actually bring them on the journey from the get-go, and they understand the process and
the thinking and provide input from the start and not at the end.”
[A health plan in South Africa]

b. Shape the language of VBHC differently
Secondly, introducing VBHC as a novel concept will be difficult if it is perceived by clinicians as a complex and
burdensome, requiring a transformation that risks increasing their workload and jeopardise their income. Introducing
VBHC might sound more palatable in certain citcumstances if the term is coined slightly differently, such as 'shared

decision making' or other terms that convey the notion of “value” without emphasizing the change aspect. One
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health plan never uses the terms of VBHC in their documents to minimise providers' excessive focus on the potential
need for organisational change.

“If you would look in our policy briefs, or in our contract terms, you will never find terms "value-
based healthcare." And the reason why is that the value-based healthcate gives providers very much to
focus on their own organisation.”

[A health plan in the Netherlands]

c. Adopting 'no-risk' approach
Thirdly, one health plan introduced a prolonged "no-risk" approach, and shifted risk away for several years from
clinicians. This allowed for the building of mutual trust while incrementally transitioning towards VBHC. How care
was purchased would initially not change, fee-for-service (FFS) remained in place and new payment models that
shifted and shared risks were only introduced when providers were ready. This strategy meant providers fully
embraced VBHC when it was deployed and committed to its success.

“I had a program with no risk for a number of years. There were a lot of ideas, but it was very
collaborative, we didn't build anything that wasn't informed by the doctors. That's a completely
different model than historically happens in the US... There was 15 million dollars of savings through the
program, and nobody was at risk yet.”

[A health plan in the United States]

d. Using the 'Carrot', but not the 'Stick'
Lastly, it may be worthwhile to consider adopting the carrot and stick approach without actually using the 'stick'.
Employing some form of 'stick' as a penalty to providers may discourage the partnership between payers and
providers from flourishing and erode trust and collaboration. One health plan in the US demonstrated that using the
'carrot’ solely could work well in cultivating partnership and even encourage physicians to voluntarily endorse it to
their colleagues, producing a ripple effect of participation in VBHC. “Catrots” do not need to be monetary only.
Literature demonstrates other successful strategies to promote physician involvement such as supporting and

enabling physicians' professional development, using methods that are labelled “activation”.!?

2. Dedicated team

Two health plans accentuated the importance of having a dedicated team from the beginning. Both indicated the teams'
crucial role in data collection, analysis, and monitoring. In such dedicated teams it may be beneficial to have a mix of
different skill sets to increase ideation, innovation and implementation. Such different skillsets are helpful to support

the programme from conceptualisation through implementation to monitor further and assess its progress.

“So, you can't do it just sit at your desk, (...) you need a dedicated team, (...) you need people on the

business side, as well as on the clinical side and on the data side.”
[A health plan in the United States]

3. Outcome measures

Determining which outcomes to measure depends on how payers, physicians, patients, and policymakers define
“value” in VBHC.!>16 Porter and Teisberg!” argue that value resembles what matters the most for the patient, but even
different patients may have different preferences, and providers or payers may interpret patients' values differently.
Despite this lack of consensus, it is critical to have a clearly defined outcome measure to carry out VBHC and build

incentives around the relevant outcomes.

“I think it's almost going back to Michael Portet’s phrase of health care being a fact-free zone. The things
that we currently measure don't bear any resemblance to the reason why the individual customer
or patient decided to purchase our product in the first place.”

[A health plan in the United Kingdom)]

ICHOM was established as a catalyst for setting universal standardised outcome datasets for prevalent health
conditions.'®20 This is important as we should consider standardization as an enabler for scale. Three problems we
encountered were firstly, that not all health plans have the privilege to control the whole patient pathway in their health
system, often leading to the need to develop their own sets of outcomes; secondly that not all providers treat equally

healthy populations, and as baselines differ, the same outcome will be harder to achieve in some places than others.
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Hence we may want to either nuance the outcome sets to accommodate such varying baselines, or set different
incentive thresholds in our models for different providers. Thirdly, we found health plans typically implement
simplified versions of such standardized sets for reasons of organizational complexity with implementing the full sets.

“So, you need to make sure that you're not punishing a provider who takes more complicated patients
that are more likely to have complications. So, for outcomes, that means actually accounting for that so
you are able to standardise the outcome measurement between them, because a provider that does
simpler stuff may have artificially inflated outcomes. And I think that concept of fairness and fair
comparison is absolutely essential.”

[A health plan in the United Kingdom]

ICHOM | International Consortium for Health Outcomes Measurement
Aiming to develop universal sets of patient-centred outcome measures that matter most to patients.

e Conditions were selected based on their burden, impact, identified existing gaps, and clinical lead.

e Examples of existing sets: Atrial fibrillation, coronary artery diseases, diabetes, heart failure, heart valve disease,
hypertension In LMICs, stroke, venous thromboembolism, various congenital anomalies, inflaimmatory bowel
diseases, COVID-19, HIV/AIDS

e Developing sets by taking into account the viewpoints of clinical experts and patients.

e Moving towards more harmonised sets across the family of diseases to accommodate multimorbidity.

e These sets can be adopted in paper-based systems at the very minimum and will work well within a digital system.

e ICHOM does not collect or own the outcomes data from providers.

“The ICHOM sets have that granularity that allows you to look exactly at the same things (across
providers).” [ICHOM]

Starting Points

VBHC may be initiated from a number of different starting points. The choice of approach may be affected by any number
of factors, such as the context of the health system and the payer's position within it, the extent and level of control over the
patient pathway, the scale of the payer, the existing care financing system, the number and size of populations, data availability,
and current delivery of care. In addition to these considerations, a plan may decide to initiate VBHC from procedure, condition

or population, depending on where the greatest impact can be achieved.

“I think they began in the hip and knee replacement like others began in hip and knee, not only because they are
so prevalent, but because they are prevalent and there's a tremendous variation in the care, the cost of care,
and the outcomes of those procedures.”

[A health plan in the United States]

The three main approaches to initiate VBHC are: procedure-based, condition-based, and population-based (see Figure 2). It
is essential to note that these are not mutually exclusive, which means a health plan can deploy a combination of these
approaches, apply them simultaneously or move from one approach to another. There is no single best starting point. Instead,
the choice of starting point will be inspired by what matters the most for the patients, by the capacity, capabilities and priorities
of both payers and providers, how they both interpret value, and whether there is any ‘low-hanging fruit’ that can be seized
upon to make a quick start. Our study finds that different starting points may generate different definitions of success and
require different baselines. Regardless of the starting point, what counts most is the payer’s strategic preparedness and
willingness to collaborate well and eatly in pursuit of their aims.
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Condition-based

* Has adequate volume of patients for

* A high variation of data in care,

Enabling Factors costs, and outcomes certain condition/disease
+ Collaboration with clinicians * Collaboration with clinicians
= Easier to define = Might be suitable for using [CHOM
Advantage: . .
S = A determined timeframe datasets
= Might need independent outcome * Potential redundancy of indicators and
Disadvantages measures for each procedure data collection in multimorbid patients

* Might produce less incentive to = Larger numbers of variables to be
keep patients healthy measured

Population-based

* Having a larger share in the market or being a single payer

* More integrated care delivery across providers
* Better cost containment
* More incentives to keep population healthier

* Possible need for transformational change requiring a
longer time
+ Various challenges for each segmented group

Figure 2. Various Staring Points in Initiating VBHC

“At the end of the day, just start, even if you have to do it on a bit of paper. Just find one thing you think is
important, if the patient says it is important to them, start measuring it.”

[A health plan in Australia]
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The Implementation of VBHC

Success Stories
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Figure 3. Examples of VBHC Programmes' Successes

Since every VBHC programme is unique, there ate no universal criteria for deciding what constitutes a successful
programme. Ultimately, by adapting to their respective context and challenges, the programmes can achieve their goals in

their own unique ways at their own pace.

“We don't get everything done right at the beginning, and it's okay. It's okay to be sott of moving into
the right direction.”
[A health plan in the United States]

Main Impediments

1) Change Management
A myriad of data indicates the urgency of health care transformation to accommodate ageing populations and chronic
diseases.?>?* All the while there is ample evidence to demonstrate that territorialism and inertia within the health sector
result in time-consuming care and long waiting lists.?> In spite of all this, initiating change in health care is challenging.
In our study, seven out of ten health plans interviewed pointed to the difficulties they encountered when they embarked
upon VBHC.

“The world changes faster than most organisations can change. We're good at making small changes
fast, but it's hard for us to make big changes fast.”
[A health plan in the United States]

Since changing the whole organisational culture may encounter resistance, many health plans try to transition to VBHC
incrementally. An early focus on collective support and engaging a coalition of willing physicians is most often referred
to as an important first stepping stone.?® Because cultural transformation is a long journey consisting of multifaceted
vatiables?, it requires institutional commitment. Many vatiables influence this change process and how it will be
sustained.?® Having clinical leaders actively supporting VBHC will be a key factor in managing the change process
effectively.
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2) Upfront Downside Risks

Introducing a new concept that will revolutionise the entire delivery and payment of care, such as VBHC, is likely to
trigger anticipations around income and risks. Providers seek predictable income and predictable health expenditures.
Payers seck predictability of costs to purchase the care against the members' premium to ensure the continued
affordability and viability of their plans. Transforming to VBHC may endanger the current financial status quo,
exposing payers, providers, and physicians to the uncertainty of upfront risks. According to a study by Deloitte,'4
physicians can handle financial variability of between 10-15% of their overall pay being contingent on patient outcomes
and costs. This willingness to take risks has stayed constant throughout time, and it is often lower among non-surgical
specialists.

Physicians agree that the current care paradigms are not value-driven. Transforming to VBHC will require a big system
shift. Payers and providers must manage and mitigate those risks by adopting an appropriate payment method to
prepare the necessary budget and minimise future catastrophic effects.

“some of the biggest hurdles are upfront risks, as (...) alot of provider and insurers are very comfortable
with how things are at the moment, they are familiar with a system that has been like this for decades.”
[A health plan in the United Kingdom)]

Payers’ Perspective Providers’ Perspective
A A

Fee-for-
service

E %

= Line item =

% budget % Capitation

Line item
budget
Impact Impact

Figure 4. Risk Metrics of Various Existing Payment Methods (Authors’ analysis)

We navigate the risks of each payment method from the payers' and providers' viewpoints:

o Fee-for-service (FFS); as a predominant way of purchasing care, many providers may feel that this is one of the most
secure methods to earn income. Potential income increases flow from increasing the number of patients treated.
However, from the payers' viewpoint, FFS has the potential to considerably inflate expenses. This shift of the
risks to the payers motivates them to transition towards more bundled payments that will balance the risks more
between payers and providers.

o Capitation; in contrast to FFS, capitation can provide secure and predictable expenses for payers but not providers.
This method shifts the risk to providers while still providing full flexibility to manage their budgets.

o Line-item budget; allocating a fixed budget for a particular item, such as a salary for health professionals, provides
security for health workers and minimises the risks on the provider and payer side.

e Case-based; DRGs, as one of the case-mix payments, can be regarded as the pioneer of future bundled payments.??
Although it provides for predictable expenses for each case group, it exposes both providers and payers. For
high-cost complex cases, there might be a chance that the ceiling of the determined price cannot fully cover the
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health expenses of the patient, which shifts the risk to providers. On the other hand, it increases the risk on the
payers' side if the number of patients treated surges.
o Outcome-based, this approach bears the closest similarity to value-based health care. Nevertheless, most existing

billing systems have not embraced this method.

Bundled payments cover a procedure over a predetermined petriod, emphasising the course of a patient's care. By
fostering coordination of services throughout the whole cycle of care, bundled payment schemes attempt to eliminate
FES arrangements that are fragmented® and thereby incentivise providers to improve coordination and efficiency
while enhancing quality and outcomes at reduced costs.>!

There is a broad spectrum of bundled payment options available; nevertheless, health plans may want to convert
cautiously from one payment method to another, considering providers' responses and overall effectiveness and
efficiency. For example, some health plans sought to complement their existing payment with a small portion of
reward and punishment variability according to the achievement of outcomes. By transitioning gradually, it will be
easier for providers to assess the risks and consequences, as well as adjust their system before moving further toward
a more bundled system. Nonetheless, it is essential to highlight that a similar approach to bundled payments may not

work as well in one setting compared to another. The message is: try, try small, try incrementally, assess and expand.

“Current scientific literature on bundled payment tends to be from single-payers systems. This may cause
serious publication bias on bundled payments (BP). People tend to be very optimistic on BP
based on those studies, but they make the mistake that applying bundles in a multi-payer system
introduces complexity that may limited the uptake and effect of BP. And especially the results from
the US, are very difficult to compare with countries with universal coverage.”

[A health plan in the Netherlands]

The Scale of the Payer
In this study, we discovered that the most advanced and mature VBHC implementation comes from seven health
plans with a larger share in a multi-payer market or who are monopsonist. With market dominance comes greater

ability to transition swiftly, often enabling smaller health plans to follow suit more rapidly.

Just as studies indicate the influence of size and position of payers’ in their health care markets on their negotiation
power vis-a-vis other stakeholders,?” we see a clear advantage of size and position in the market when it comes to
ability to drive VBHC. Learning from the experience — where competition law allows it — smaller payers could

consider aligning with other smaller payers to mimic this advantage of scale.

“The reality is because we are the largest (fund) and providers pivot for us, they are probably going to
start doing the same for everybody. And that’s fine it's good. At the end of the day, it's right for the
patients. And vice versa."

[A health plan in New Zealand)]

Regardless of scale and position in the market, payers need to be mindful also of the risk of increasing clinicians'
workloads by laying the burden of inputting multiple sets of outcomes and costs solely and squarely on their
shoulders. This could lead to less efficiency in the long run. To avoid such increases in clinician-led reporting, one
possible solution lies in the development a system of patients’ self-reporting to gather the requisite outcome and
value data. One payer in Australia is in the process of developing a patient portal as a comprehensive platform for
patients to access their information, make appointments, and fill out a questionnaire, including monitoring their

progress by themselves.

“Paying for value and outcome at the level of one provider in a multi-payer system is very complex
because you have the free-rider problem and competition on the premium is very harsh.”
[A health plan in the United Kingdom)]
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Fragmented Health Information Systems

Numerous nations struggle with fragmented health information systems due to the wide variety of health system
structures and resources in play. As outcomes assessment is essential to assess and incentivise value, the absence of
robust data collection and analysis makes adopting VBHC more challenging. As a result, providers may need to
collect and submit the same data multiple times to different portals to meet the varying needs of various payers.
Furthermore, it may be very challenging for payers to monitor patients' outcomes at the end of the entire care
pathway if they do not cover the entire care pathway, and therefore only have access to part of the data. It is well
known that data fragmentation and partial absence impede the ability to better predict diseases, better estimate health
risks, better forecast costs, and better evaluate the cost-effectiveness of diagnosis and treatments, thus to achieve
better outcomes at lower costs. This data fragmentation is a material obstacle to achieving universal VBHC. Having
an interoperable and integrated health information system will be advantageous for accommodating VBHC and for
achieving more transparent, measurable, and comparable outcomes across providers at larger scale.

“Because there's a fragmentation of funding in the Australian sector, we don't necessarily look
holistically at whole various ways of medication and treatment across a patient anymote, we'te mote
focused on things that are based around the hospital.”

[A health plan in Australia]

Scarcity of Payment-by-Outcome Billing System

As indicated by one respondent, most existing billing systems are not designed for a pay-by-outcome model, a
fundamental principle of VBHC. The absence of such a system will likely hinder any effort in transforming the
current payment system to be more outcome-based. Our research found that the current technology and
infrastructure can accommodate the transformation to the pay-by-outcome model and that doing so would not
require a significant amount of time. An expert third party claims settlement service provider pointed out that real
difficulty and the primary bottlenecks are rather caused by the complex and contested variables applied to the pay-
by-outcome system.

"We have had some system issues because our payment platforms are not set up to pay by

the outcome. They are set up as pricing platforms."
[A health plan in New Zealand)]

The Gap in Levels of Understanding

Countries are adopting VBHC principles all over the world. However, there is great variety in the way and extent to
which these ideas are put into practice. Its emerging and diversified paradigm,? led to a wide variety in physicians'
understanding of fundamental VBHC notions.3* Payers and policymakers too, often have a heterogenous
interpretation of VBHC. Half of the health plans interviewed for our paper emphasised the importance of having a
similar level of understanding of VBHC.

"If you come from of two different levels of understanding, (...) it will be very hard to come to a
conclusion."
[A health plan in Canada]

Mitigating the Challenges

While change, upfront risks, smaller market share, fragmented health information system, and different degrees of
understanding may pose challenges in implementing VBHC, there are strategies to counter these challenges. We identified
three main strategies to mitigate the existing bottlenecks and accelerate the advancement of VBHC into the future.

“We always talk about the triangle of success within this model. This triangle combines three key areas, clinical
management, people (HR), and technology, that turn the model into a patient-centred model.”
[A health plan in Spain]

a. Tight-Loose-Tight approach

Gorman (2020) argues that there are three approaches to purchasing arrangements (i) Loose-Loose-Loose (LLL); (ii)
Loose-Tight-Loose (L'TL), and (iii) Tight-Loose-Tight (TLT). Health plans ate encouraged to employ the TLT technique.
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The TLT method is distinguished primarily by its well-defined goals and definitions for accomplishing specific outcomes.
However, they do not explicitly specify the process for attaining those objectives.3> Mutual trust is the key to adopting
the TLT strategy. Payers need to establish clear goals (tight), empower providers with the flexibility to achieve those
goals in the way they deem best (loose), and hold providers accountable for the achievement of the goals (tight).’ For
population-based funding or capitation, this approach is attractive, as it is more likely to be effective,? enabling the
accomplishment of targets within the budget but, by being "loose", it offers flexibility for providers to determine their

strategies and delivery of care.

. Education and training

VBHC has not yet been introduced into the medical curriculum throughout the world. Medical professionals are trained
and educated with no concept of VBHC. It would be advantageous to introduce the concept of VBHC, along with the
related aspects of leadership and funding, into medical school and health worker training to better prepare future
practitioners for the continued development of VBHC.

“And we groom leaders in the medical group, we send them to executive education to get an executive MBA
so they learn how to run the medical group as a business, we give them leadership training, we do the
same thing on the health plan side, it's a reinforcement of how we do things here.”

[A health plan in the United States]

Four health plans arranged various activities to equip the providers with information and training on VBHC. One health
plan visits providers directly to explain the concept of VBHC and accommodate their enquities, concerns, and opinions.
Other health plans either established a medical school to prepare the health workers eatly on or provided training for
their staff. Despite the diversity in methods, the goals are to arrive at a shared understanding of VBHC and to define a

common goal.

Leveraging the power of data

Data is the backbone of VBHC, as practically every aspect of VBHC requires data to some degree. For instance, health
plans require cost data and outcome measures to incentivise providers appropriately. By measuring and analysing data,
health plans may determine which cost-effective interventions can simultaneously increase value while reducing
expenses. They can also estimate the risk of disease and promote prevention and early detection. On the therapeutic
side, data enables physicians to identify their patients' conditions more efficiently. Data allows pharmaceutical industries
to predict which populations would benefit most from their treatment and they leverage outcome data for better drug
research and development. The data can be utilised for further monitoring, evaluation, and benchmarking, albeit with

several data collection and analysis limitations. Hence, continuous I'T advancement across the care cycle is imperative.’’

“The concept of value-based care initially was more around data-driven interventions. It was about
understanding, and because we are quite a data-driven organisation, we had a lot of information. And initially
it was trying to partner with health care workers, care delivery providers, to understand where
opportunities work in a shared value frame.”

[A health plan in South Africa]
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Unfolding the Future of VBHC: What's Next?
Collaboration for Value-Based Health Care: Is Uniformity of Health Plans Possible?

In a multi-payer system, having numerous health plans with different sets of outcome metrics and billing systems may be
problematic for providers. If providers are required to adapt to different funders and meet their very specific and very different
requitements,®® it will likely place an unwelcome administrative burden on their staff and operations. Such fragmentation
would drive an inefficient health care system.

“It is challenging, and I think this is the feedback from a lot of hospital groups that they would like more
uniformity across health funds in terms of recording and requirements.”
[A health plan in Australia]

As private health insurance accounted for over 26% of worldwide insurance premiums, maintaining its position as the fastest-
growing sector at 6.9% in 2018 and 5.9% in 2019,3° covering hundreds of millions of lives,* the international collaboration
of health plans may generate a ripple effect of healthcare delivery and billing system transformation at a larger scale. Hence, a
quantum leap of uniformity across health plans can be a possible alternative that needs further exploration and discussion
among health plans. Uniformity does not necessarily require that every aspect of every health plan must converge. But
streamlining data collection, billing systems and outcome measures will reduce inefficiencies and release capacity that will

benefit patients, whether that is in faster care, better outcomes, reduced premiums, or all three.

Determining the Right Incentives for VBHC: Monetary and Non-Monetary

It is challenging to identify a single payment mechanism that is optimal for all health plans. The approach in which payers
incentivise theit providers may be adjusted to accommodate the “value” delivered. Accordingly, incentives may be the "missing
piece of the equation" for the successful and effective adoption of VBHC. Financial incentives are necessary but are not always
effective or worth the investment.*! Some tasks ate more effectively motivated by non-monetary incentives over others.*?
Thus, we explored the potential of optimising monetary and non-monetary incentives to strengthen the effectiveness of
VBHC.

“I often call value-based health care incentive-based health care because lining up those incentives is

essential for driving change in the system.”
[A health plan in the United Kingdom]

1) Monetary Incentives
The way monetary incentives are designed will determine providers' behaviour within the health care system. In general,
there are two types of effects of monetary incentives: (i) direct price impact, which increases the desirability of the rewarded
activity; (i) indirect psychological effect, which sometimes counteracts the price effect and might stifle the activity that is
motivated by monetary incentives.*® The target of incentives, whether the person or the indicators, may affect the delivery
of care to some degree. Boosting monetary incentives for value can expedite the transformation of care delivery.*

Nonetheless, financial incentives have little effect on long-term behaviour and practice change.

Select appropriate aspects to be incentivised. There is no single standard of what should be incentivised in VBHC.
The goals of the program and the agreement between payers and providers will inform this. Financial incentives can be
aimed at both clinical and non-clinical aspects as required, or they can also be an 'add-on' to a single or multiple payment
method, constituting a blended payment model.* For instance, one health plan in Spain shared its quality indicators (IKPIs)
with its providers and kept 20% of their salaries flexible depending on the accomplishment. In addition to incentivising
clinical outcomes, they rewarded providers who dedicated time to teaching and guiding new doctors.

“Our idea is to share part of this achievement with the professionals, and to that end, the professional must
be also aligned to get the incentive. Part of their flexible salary refers to productivity, another part refers to
quality, another part is set according to the financial outcomes of the company, and the fourth part refers to
all the things that are out of their regular job.”

[A health plan in Spain]

Potential contradictory incentives. One of the problems encountered in designing financial incentives is that an
incentive for one entity may be a disincentive for the other. Thus, payers need to be aware of these conflicting rewards
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and their consequences. To address possible disincentives, it may be worthwhile for payers to strike a balance between

incentives and disincentives to motivate providers to enhance value.

“Often achieving that could financially penalise the hospital because it's their own rehabilitation ward where
they're sending their patients. So, in that instance, it's hard to get these incentives to line up with a hospital
if better value care is actually reducing their revenue.”

[A health plan in Australia]

A shift to team-based incentives. Abundant studies imply that for more effective health care delivety, a system must
be explicitly structured in a clinician-team-based approach that works toward shared patient care objectives. In other
words, payers must develop and execute compensation structures that incentivise team-based care.*” Furthermore,
enhanced teamwork is expected to play a crucial role in future initiatives to improve patient outcomes and system
efficiency.*® For instance, ICU patients treated and monitored by multidisciplinary teams had a markedly dectreased
mortality rate.*” In another example, The Massachusetts General Hospital has successfully generated remarkable
improvements, such as mammography screening rates, adherence to diabetes guidelines, and hand-washing rates through

the adoption of team-based incentives.>*->2

The long-term effects of monetary incentives. As long as there is a reward scheme that incentivises admitting
more patients or prescribing more care, there is a possibility that health care expenses may inflate at some time. In contrast,
an incentive derived from establishing a global budget or capitation would drive cost containment but may jeopardise the
quality of treatment if not appropriately structured or risk-adjusted.’>>* One of our respondents explicitly states that
capitation is part of the future of VBHC.

“If value-based healthcare contributes to better procedures with improved outcomes, but the volume
of patients that get those interventions is not reducing, it will not add to sustainable health

care.”
[A health plan in the Netherlands]

Non-monetary Incentives

A study reviewing evidence of health workers' motivation emphasises the significance of non-monetary incentives.> Even
under unfavourable circumstances, such as inadequate salary and lack of personnel, some non-monetary incentives may
positively influence motivation.> A research study explored alternatives to monetary incentives for promoting better
quality care and synthesised a strategy using the Behaviour Change Wheel, indicating that the best ways to encourage

doctors to alter their behaviour were to educate, empower, and persuade them.>’

Training and professional development. Training and professional advancement are significant soutces of
motivation because they foster health practitioners' personal goals and values. Many health care workers are dissatisfied
due to their inability to fulfil their professional development due to limited resources and improperly implemented human
resource management (HRM) tools. Some HRM instruments may even have a negative impact on the health workers'

motivation.58

"You must incentivise the professionals not only with money, but with better conditions. You need to
be flexible and innovative; you have to implement a modern policy in terms of HR strategy."
[A health plan in Spain]

Recognition and appreciation. Health professionals place a high value on acknowledgement and appreciation from
superiors, peers, and patients, which further boosts motivation.>® Losing respect is something no one aspires to. Our pride
is something that must be guarded, and it is fragile in each of us.?? One of the more successful VBHC programmes in
place at Martini Klinik in Hamburg promotes team inclusivity by giving appreciation to employees, and involving teams

in decision-making.®
Rigorous performance evaluations. Many otrganisations have found success in encouraging development without

financial incentives, merely by conducting one-on-one annual medical professionals' performance evaluations, which

increases pressures through imposing transparency to varying degrees. For example, the University of Utah Health Care
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placed patients' feedback on clinicians' web pages, demonstrating the power of external transparency. The effect was
reported as ‘astonishing’. In 2009, around 1% of its doctors were in the top 1 percentile, and currently, over a quarter are.>
However, while some medical professionals find it encouraging, a minority argue that it does not influence one's practice.”
We need to be cautious in designing and disseminating the reporting as it may elicit varying reactions depending on the
country. For instance, in South Africa, one of the health plans indicated that public reporting is still not a common
approach due to sensitivity issues; however, private reporting is routinely conducted by developing a provider profile and

sharing feedback with physicians directly.

Lessening the administrative workload. While electronic medical records can greatly improve patient safety and
care coordination, if non-automated they are also recognised as a major cause of burnout among medical professionals. If
overly burdensome they are known to disrupt workflows and physician-patient interactions, leading to interruptions and
distractions, as well as prolonged time spent on administrative tasks.®02 A study in the US revealed that the majority of
physicians (two-thirds) reported that administrative tasks hinder their capacity to provide high-quality service,% while the

increased time spent on administrative simultaneously led to lower work satisfaction.®

“So, by actually creating an experience for doctors where they have minimal administrative burden and
especially by applying that to your top tier doctors, that's another way of incentivising doctors to actually
improve their outcomes.”
[A health plan in South Africa]
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Conclusions

Value-based health care (VBHC) is a powerful model that transforms the way care is delivered, purchased, and measured.
VBHC enables the shift to a patient-centric demand-driven healthcare system by optimising the "value" for patients through
improving health outcomes at a lower cost. While patients' engagement is imperative, clinicians’ involvement is equally vital.
Without their support and participation, transforming care and determining outcomes measures would be unattainable.
Patients' needs and preferences are at the heart of the VBHC system. Similarly, clinicians are indispensable in designing and
executing the care. Therefore, engaging them from the beginning and throughout the program is crucial. As prerequisites in
initiating VBHC, many health funds also emphasise the importance of establishing a dedicated team and developing the

appropriate outcome measurement system.

VBHC can be initiated from a variety of different starting points. Its initial success depends on the existence of low-hanging
fruit and the extent to which the existing health care system context contains enabling factors or obstacles. The health plans
we interviewed either built their VBHC journey around procedures, diseases/conditions, or populations. Regardless of the
chosen starting point, most health funds confronted similar challenges, such as change management, upfront risks, limited
authority due to payers' matket share, a fragmented health information system, and different levels of understanding. In
mitigating these challenges, respondents shared their most valuable lessons, such as the adoption of a tight-loose-tight
approach, the importance of providing education or training, the absolute imperative of collaboration, and leveraging the
power of data. Of all the challenges encountered by VBHC, access to quality data is the most intractable and poses the best
opportunity for unlocking the future success of VBHC. We believe that more uniformity across health plans in how outcomes
are measured and billing systems are set up, coupled with the development of appropriate outcome-based incentives has the

potential to be a strong catalyst in the transformation towards VBHC.

In Figure 5, we summarise the pivotal roles of each key actor in the healthcare sector on the road to VBHC.

* Willingness to disrupt the status quo and

invest despite the upfront risks

* Collaborate with other health plans

* Work together with providers: tight-loose-tizht
approach

+ Assign dedicated team for VBHC

¢ Political support and readiness to embrace the
transformation

Prioritise health system transformation, such as
integrated and interoperable health information
Encourage public-private partnership

*+ Accelerate the IT platform establishment

* Readiness to embrace the change
* Support from clinician leaders to transform the @ O * Actively engage in VBHC, especially in
health care delivery o developing therapies and treatments that will

increase value for individual patients and the
public

Produce more costeffective treatment

» Raise awareness on VBHC concept

* Collaborate with payers and patients in
developing a patient-centered value-based
delivery of care

= Active participation from patient groups

* Readiness to embrace the change

* Willingness to fulfill data/information

* Permission for data sharing across providers and
payers

+ Encourage collaboration across providers for an
integrated and interoperable health data system

* Transform to the outcome-based payment
model

2 B G

Figure 5. Recommendations for Key Actors in Healthcare Sector in Transforming Care to VBHC

Whilst deep-diving the variety of definitions and approaches towards VBHC, we found there is no single gold standard answer
as to what the right path is toward successful patient-centred value-based care. VBHC can be initiated anywhere, in a variety
of ways, starting with small, incremental, strategic steps. Success hinges on a commitment to disrupt the status quo, an
embracing of the change, and a willingness to cooperate with other key actors in the health sector. VBHC is not a one-entity
job. It is an uphill climb with a multi-stage process requiring collaborative effort and commitment.
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