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Abstract

Background: In the ongoing effort to create a healthcare
system that can be maintained throughout time, value-based
reimbursement techniques have been explored. Success for
deployed models is determined by analyzing precise data of
patients’ consumption profile in relation to their clinical state
and the risk balance among all stakeholders. The use of pre-
cise patient-level cost and outcome data differs across various
payment methods, including as fee-for-service and value-based
bundled payment models, leading to the establishment of dis-
tinct risk agreements among stakeholders.

Aim of Study: To ensure the healthcare system remains
financially sustainable and delivers social consequences, it is
crucial to have a comprehensive grasp of value-based reim-
bursement agreements and recognize them as a means of man-
aging risks. This study provides a detailed examination of how
value-based reimbursement systems affect the healthcare sys-
tem, including both social and financial aspects.

Methods: The study used a rigorous examination of the
existing literature on value-based reimbursement to determine
the specific effects of various techniques on healthcare sys-
tems. Following the literature review, a conceptual definition
of value-based reimbursement agreements was provided. These
agreements serve as means to achieve both social and financial
benefits on the healthcare system.

Results: There is not a single, effective approach to achiev-
ing payment reform. Payment reform is a strategic approach to
restructuring the organization of the healthcare system in order
to improve patient care. Successfully implementing payment
reform results in significant cultural, social, and financial trans-
formations. The stakeholders have agreed on the assertion that
implementing value reimbursement systems and business mod-
els might enhance efficiency and create social impact by miti-
gating healthcare disparity and enhancing population health.
Nevertheless, effectively executing these novel tactics has fi-
nancial and societal hazards that need improved oversight from
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all parties involved. Utilizing state-of-the-art technology is cru-
cial for effectively addressing these risks. However, it is also
important to have strong leadership that prioritizes the goal of
enhancing population health and, as a result, increasing value.

Conclusion: Payment reform is used as a means to restruc-
ture the organization of healthcare delivery to patients, with the
aim of achieving social and financial changes in the healthcare
system.

Key Words: Value-based reimbursement — Value-based health
care — Review — Payment reform — Health policy.

Introduction

THE fee-for-service model is the prevailing pay-
ment system in healthcare globally. Under this mod-
el, clinicians are reimbursed for the patient care they
give, regardless of any outcome-related measures.
This approach may lead to a lack of fairness and
responsibility in the treatment process. The absence
of factoring in results when determining payments
has spurred the development of revamped methods
for healthcare reimbursement, such as the notion of
value, which entails achieving improved outcomes
without escalating expenses [1]. Value-based reim-
bursement strategies are pioneering solutions that
healthcare policymakers can contemplate in order
to establish a more enduring healthcare system.
The dissemination of these strategies prompted the
establishment of the Value-Based Healthcare Im-
plementation Special Task Force by the ISPOR in
2022.

Indications of the effective execution of val-
ue-based reimbursement schemes are beginning
to surface. Success of implemented models is de-
termined by analyzing specific details of patients’
consumption patterns, taking into account their
clinical condition and the risk balance among all
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parties involved. The utilization of precise patient-
level cost and outcome data varies across different
payment strategies, ranging from fee-for-service to
more recent bundled-payment approaches focused
on value. This variation leads to different risk agree-
ments among stakeholders. From the standpoint of
the care system, there is no universally accepted
payment model that is considered the best method
for compensating healthcare professionals for the
services they give to patients [2].

In order to address the healthcare crisis and en-
hance patient-focused health outcomes, organiza-
tions must prioritize patients and ensure that the
system is reimbursed based on patient outcomes.
This requires using new reimbursement models that
take into account the financial and social risks faced
by all stakeholders. Prof. Michael Porter has identi-
fied risk balancing as a key factor in the potential
of strategies like bundled payments to alleviate the
healthcare crisis. By basing reimbursement on pa-
tients’ perceptions and outcomes that are important
to them, all parties involved, including pharmaceu-
tical companies, providers, insurers, and govern-
ment payers, are incentivized both financially and
socially to achieve better outcomes. This approach
acts as a supplementary and crucial motivation for
stakeholders to accomplish the main objective of a
healthcare company: to create a lasting social im-
pact by improving population health and equity,
while also maintaining financial responsibility [1,3].

In order to achieve success, value-based reim-
bursement schemes need to include the variability
among patients at an individual level and the classi-
fication of risk. This has been recently demonstrated
in a systematic review that assessed the effect of in-
novative reimbursement strategies on the healthcare
system. The review found that while value-based
reimbursement agreements are acknowledged as
methods to decrease inefficiencies in healthcare, in
practice, these agreements have actually resulted in
an overall increase in Medicare spending after the
distribution of financial bonuses. To better manage
the financial risk associated with value-based reim-
bursement agreements, it is crucial to take into ac-
count precise patient-level cost information when
adjusting fees and bonuses prior to implementing
new payment strategies [2,4,5].

Implementing advanced technologies is nec-
essary to achieve outcome and cost measurement
capabilities at the individual case level, while also
ensuring compliance and agility. These cutting-edge
technologies have the ability to gather and analyze
data for any clinical condition or care cycle, ena-
bling the identification of the most effective reim-

bursement strategies. In order to determine the most
suitable reimbursement model for each clinical con-
dition, it is necessary to measure resource consump-
tion more effectively at the individual case level.
Utilizing technologies that utilize the gold-standard
cost accounting method, such as time-driven activ-
ity-based costing, can be advantageous in value-
based healthcare studies [6,7,8]. Previous research
has shown that time-driven activity-based costing
is effective in measuring the variability in resource
consumption at the individual or clinical condition
level [9,10]. Therefore, this approach can provide
accurate information to enhance value-based reim-
bursement strategies.

Comprehensive comprehension of value-based
reimbursement agreements, which includes precise
cost and outcome data, and regards these agree-
ments as a means of managing risk, is crucial for the
purpose of guaranteeing that the healthcare system
produces social benefits while maintaining financial
viability.

Aim of work:

A comprehensive knowledge of value-based
reimbursement agreements, which considers such
agreements to be a tool for risk management, is es-
sential for the goal of ensuring that the healthcare
system delivers social effects while also guarantee-
ing that it is financially sustainable. The purpose of
this essay is to provide a critical examination of the
influence that value-based payment schemes have
had on the healthcare system from both a social and
a financial point of view.

Methods

PubMed, PsycINFO, the Cochrane Library, JS-
TOR, EconLit, CINAHL, PsycArticles, and Trip
Database were the databases that were searched
during the search that took place in July of 2021.

For the purpose of identifying studies on the
facilitators and barriers of VBP models, the search
terms were constructed utilising three key compo-
nents: (a) Keywords related to VBHC (for example,
P4P or bundled); (b) Keywords related to provider
payment (for example, incentive or model); and (c)
Keywords related to transmural and NOC (for ex-
ample, multiple providers or intramural). During the
process of determining the precise search phrase,
both the synonyms of those keywords and the varia-
tions in spelling were taken into consideration. Fur-
thermore, MeSH phrases were included wherever
they were relevant in order to guarantee complete-
ness. In addition, the search was restricted to works
that were authored in English and were published
after January 2005 respectively. We chose this be-
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ginning point because, according to searches con-
ducted in PubMed, VBHC seems to have acquired
a lot of momentum around the year 2005 [1]. The
search was carried out using the keywords that were
contained in the title and/or abstract of the research

paper.

Analysis of historical factors and risk mitigation
in healthcare reimbursement strategies.:

Between 1980 and 2010, various reimbursement
strategies based on value were examined, experi-
mented with, and put into action. One such strategy
was the Diagnosis Related Groups (DRG), which
considered the complexity of patients and the va-
riety of cases when determining reimbursement.
However, these strategies did not take into consid-
eration the outcomes or the quality of services pro-
vided. This approach continues to be a system that
promotes waste based on the amount of services
provided. However, in recent years, value-based
reimbursement strategies have been introduced
as alternative methods to align the interests of the
payer, provider, and patient. These strategies pro-
vide incentives to providers who achieve improved
patient outcomes and experiences without increas-
ing expenses. Two primary methodologies and their
modifications arose: capitation, first devised as a
payment mechanism based on the population, and
bundled payments [11,12].

The capitation payment model offers a predeter-
mined and unchanging sum of money to healthcare
providers who offer comprehensive care services to
a specific group of people within a set timeframe.
This payment is adjusted based on the mix of pa-
tients and the quality of care provided. By setting
a fixed price per patient for the entire care cycle,
providers are exposed to the possibility of financial
loss, but they are also incentivized to enhance ef-
ficiency and minimize wastage. The healthcare pro-
vider bears the financial risk in this model. Provid-
ers are motivated to minimize or withhold essential
services because of the significant financial risk in-
volved. Capitation has often faced criticism for its
negative incentive to limit treatment, while simulta-
neously, the concept of bundled payments began to
gain traction [13,14].

Bundled payment is a method where providers
are compensated for the entire cycle of care for a
specific clinical condition. They may also receive
a bonus based on the outcomes achieved. A bundle
includes all the services provided from diagnosis
to discharge, including procedures, medications,
exams, and sometimes post-acute care. The goal of
the bundled payment model is to prioritize service
quality, reduce costs, and incentivize all stakehold-
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ers to improve patient care, particularly in models
that offer a bonus [1]. This bonus is typically paid
at a professional level and is expected to be sustain-
able due to the cost savings resulting from success-
ful treatments. For instance, if the patient’s hospital
stay is reduced in arthroplasty surgery, clinicians
can receive a predetermined bonus. This model
shares the risk among payers, providers, and clini-
cians, encouraging them to compete and achieve
better outcomes from clinical teams and centers.
Due to these qualities, this approach is considered
the most effective reimbursement strategy in value-
based healthcare [15-18].

BPCI was first used on a nationwide scale as a
pioneering way of reimbursement. After a decade
after its first implementation, published data has
shown the significant effects of this program in
terms of waste reduction and addressing inequality
[19]. Several studies have shown that total joint ar-
throplasty surgeries can lead to cost savings and im-
proved outcomes. These surgeries have been found
to reduce hospital length of stay, hospital readmis-
sion rates, and post-acute care. A recent systematic
review found that total joint arthroplasty surgeries
achieved the most significant cost savings while
maintaining or improving clinical outcomes in the
context of BPCI clinical episodes. However, bun-
dled agreements did not have a significant impact
on Medicare payments, emergency department use,
length of stay, and hospital readmission for medical
conditions such as congestive heart failure, pneu-
monia, chronic obstructive pulmonary disease, and
acute myocardial infarction. These results indicate
the need of developing novel approaches and col-
laborations, as well as providing extra incentives,
that start at the initiation of care cycles in primary
care [20,21].

Primary care has emerged as a crucial element
in the nation’s initiatives for compensation based on
value. The Comprehensive Primary Care Initiative,
initiated by the Centers for Medicare & Medicaid
Services, introduced voluntary performance-based
and risk-sharing payment agreements for primary
care services. Under this model, advanced primary
care practices are compensated with a fee for the
initial consultation, a monthly payment based on the
population served, and a quarterly payment based on
performance. This payment structure has the poten-
tial to increase revenue by 50% or decrease revenue
by 10%. The performance assessment is determined
by outcome metrics, including blood pressure and
diabetes management, cancer screening, personal-
ized care planning, and patient satisfaction. This
program is a crucial milestone in the transformation
of the healthcare system towards prioritizing value.
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However, its successful implementation requires
the ability to assess costs and outcomes throughout
the whole treatment process for each person, as well
as smart adjustments to the agreements between
those who pay for healthcare and those who deliver
it [22,23].

An instance of systemic and strategic alteration
may be seen in the area of cardiology. In order to
alleviate the high number of hospitalizations and re-
admissions in the United States, the American Heart
Association has proposed the adoption of a value-
based model that prioritizes the long-term manage-
ment and prevention of heart failure. However, the
main obstacles to implementing this model are the
need for significant changes in organizational cul-
ture, professional conduct, and agreements among
stakeholders. For instance, the fundamental con-
cepts that form the basis of value-based agreements
in heart failure situations are the pursuit of fair and
comprehensive healthcare for the whole commu-
nity, which encompasses ensuring access to special-
ist medical services. Nevertheless, the attainment of
this objective is only possible if there is more col-
laboration between primary and specialist care, ne-
cessitating substantial modifications to the current
organizational structure of the system [24].

The long-term viability of the BPCI agreements
with the addition of bonus requirements is linked to
crucial factors that stakeholders must handle. The
initial assessments have indicated the significance
of carefully considering expenses and the vari-
ability associated with how patients engage with
the healthcare system in relation to the specific
characteristics of each disease before establishing
agreements to reduce financial and social risks to
the system. In terms of its effect on fairness and the
overall health of the population, although the objec-
tive of these innovative solutions to the challenge
of creating social impact by enhancing value in the
healthcare system appears to be clear, their success-
ful implementation relies on a precise measurement
process for outcomes and costs, which must be fol-
lowed by substantial cultural and organizational
changes involving the active participation of pro-
viders, payers, and patients [25].

Value-Based Reimbursement Strategies for So-
cial Impact and Financial Sustainability

We propose that the key to creating a healthcare
system that produces improved results and enhanc-
es the health of the people without raising expenses
lies in creating a lasting social effect. This means
boosting population health and equality while also
assuring financial responsibility. The stakeholders
have unanimously agreed that implementing value

reimbursement systems and business models has the
potential to enhance efficiency and provide a posi-
tive social effect by addressing healthcare inequi-
ties and enhancing population health. Nevertheless,
effectively executing these novel tactics requires
improved management of both financial and social
risks at the planning stage. Failure of value-based
reimbursement models often occurs when health-
care executives fail to address the organizational
and financial challenges associated with aligning
incentives with patient outcomes and having a posi-
tive societal effect. Utilizing empirical cost and out-
come data to address these risks and inform choices
is crucial for establishing transparency and confi-
dence, as well as fostering stakeholder participa-
tion, with the ultimate goal of enhancing value in
the healthcare sector.

Conclusion:

There is no singularly effective approach to
achieving payment reform. Payment reform is used
as a tactic to restructure the organization of the
healthcare system in order to provide patient care.
Its effective execution results in cultural, social, and
financial transformations within the healthcare sys-
tem. The objective of this process is to create and
effectively execute a system that is based on evi-
dence and fair to all patients. The aim is to guaran-
tee financial stability by creating social benefits and
bringing together all parties involved to enhance the
overall health of the population and, as a result, in-
crease value.
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