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Abstract
Introduction  Outcome-based payment models (OBPMs) might solve the shortcomings of fee-for-service or diagnostic-related 
group (DRG) models using financial incentives based on outcome indicators of the provided care. This review provides an 
analysis of the characteristics and effectiveness of OBPMs, to determine which models lead to favourable effects.
Methods  We first developed a definition for OBPMs. Next, we searched four data sources to identify the models: (1) sci-
entific literature databases; (2) websites of relevant governmental and scientific agencies; (3) the reference lists of included 
articles; (4) experts in the field. We only selected studies that examined the impact of the payment model on quality and/or 
costs. A narrative evidence synthesis was used to link specific design features to effects on quality of care or healthcare costs.
Results  We included 88 articles, describing 12 OBPMs. We identified two groups of models based on differences in design 
features: narrow OBPMs (financial incentives based on quality indicators) and broad OBPMs (combination of global budgets, 
risk sharing, and financial incentives based on quality indicators). Most (5 out of 9) of the narrow OBPMs showed positive 
effects on quality; the others had mixed (2) or negative (2) effects. The effects of narrow OBPMs on healthcare utilization 
or costs, however, were unfavourable (3) or unknown (6). All broad OBPMs (3) showed positive effects on quality of care, 
while reducing healthcare cost growth.
Discussion  Although strong empirical evidence on the effects of OBPMs on healthcare quality, utilization, and costs is 
limited, our findings suggest that broad OBPMs may be preferred over narrow OBPMs.

Keywords  Outcome-based payment models · Health reform · Payment models in healthcare · Health outcomes · Healthcare 
costs · Quality of care

JEL  I180

Introduction

In most developed countries, policy makers are searching 
for payment systems which stimulate the quality of care 
and reduce healthcare costs. The predominant fee-for-ser-
vice and diagnosis-related group (DRG) models incentiv-
ize volume, and are, therefore, widely considered to be an 
important reason for rising costs in healthcare [1]. While 
incentivizing volume can lead to reduced waiting times 
and better access to healthcare, fee-for-service and DRG 
models lack incentives for improving quality: providers 
are paid for the quantity of care that they deliver, not for 
the impact on the health status of their patients [2]. Since 
the start of this century, pay-for-performance (P4P) mod-
els became popular as a response. In P4P models, reim-
bursement of healthcare providers explicitly depends on 
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meeting predefined quality targets, which, to date, have 
largely been based on process and structure indicators [3]. 
Though models based on these indicators have been stud-
ied extensively, evidence that these P4P models are (cost-)
effective is limited [4, 5]. In addition, it is still unclear 
whether the results of initially effective P4P models are 
sustainable [4–6]. Many authors emphasize the important 
influence of adequate design features, including the selec-
tion of incentivised indicators, on the effectiveness of P4P 
models [4, 7–15].

Over the last decade, the different shortcomings of P4P 
models based on structure and process indicators have 
been addressed by an increased incorporation of outcome 
indicators. The question is if this increased focus on out-
comes has resulted in better quality of care and/or reduced 
cost growth, or if there are other design features that are 
(more) important.

However, a comparative evaluation of payment models 
with an increased focus on outcomes is lacking. There-
fore, we conducted a systematic review of the literature 
on the effects of these new models. Our objective is to 
synthesize the evidence of the effects on quality of care, 
healthcare utilization, and healthcare costs. This will lead 
to better understanding of the consequences of these mod-
els, and will help to determine which design features lead 
to favourable effects, and why. In addition, it might lead 
to further development and implementation of effective 
payment models.

In this paper, we use the term ‘outcome-based payment 
models’ (OBPMs) to denote payment models with a sub-
stantial reliance on outcome indicators. Although this term 
is frequently used in the literature, there is no uniform def-
inition [16, 17]. For example, there is no standard about 
the minimum use of outcome indicators, while only a few 
models use outcome indicators exclusively. When creating 
a definition for OBPMs, we noted that, in P4P models, out-
come indicators typically contribute less than 10% to the 
performance-related incentive payments (see the examples 
in [9, 16–18]). Based on this finding and on expert opin-
ions in the field (Appendix A3), we choose for a pragmatic 
approach to consider programmes OBPMs if at least 10% 
of the performance-related incentive payment is determined 
by scores on outcome indicators. We adopted the following 
definition:

An outcome-based payment model is a payment model 
in healthcare in which the performance-related incen-
tive payments for the healthcare providers depend for 
at least 10% on outcomes of the provided care, and 
which is designed to stimulate favourable effects in 
terms of quality of care or healthcare costs.

We address the following questions: (1) What are the 
design features of OBPMs and to what extent do they differ 

from each other? (2) What are the effects of OBPMs on 
quality of care, healthcare utilization, and healthcare costs?

Methods

Inclusion and exclusion criteria

Included articles had to describe the effects on quality of 
care, healthcare utilization, or healthcare costs of at least 
one OBPM that matched the definition mentioned in the 
introduction. In this article, quality of care is assessed by 
the scores on quality indicators according to the Donabedian 
framework (structure, process and outcome indicators) [19]. 
‘Outcome’ is defined as ‘the effects of care on the health 
status of patients and populations’ [19]. We do not distin-
guish between intermediate outcomes (e.g., blood pressure 
values), final outcomes (e.g., mortality, complication rates, 
and hospital readmissions), and patient-reported outcomes. 
‘Healthcare costs’ are defined according to the definition 
of the OECD: ‘the sum of expenditure on activities that—
through application of medical, pharmaceutical, and nursing 
knowledge and technology—have certain healthcare-related 
objectives’ [20].

Articles written in English and published between Janu-
ary 2000 and October 2016 were included. We only included 
effects that were achieved in OECD countries [21], since the 
aims and contexts of programmes in other countries are too 
different to allow a useful comparison. To be as comprehen-
sive as possible, we did not focus on a specific healthcare 
sector (e.g., in- or outpatient care), despite typical differ-
ences in incentive structures that might exist across sectors. 
There was also no restriction in study design; qualitative 
studies, quantitative studies, and reviews were all eligible 
for inclusion. However, articles describing only simulated 
or expected effects were excluded. Because we expected that 
many evaluations of OBPMs are not published in scientific 
peer-reviewed journals, we included governmental and other 
research reports (provided that they matched our inclusion 
and exclusion criteria) to ensure a complete inclusion of 
information. Letters, editorials, and viewpoints that did not 
contain primary research were excluded.

Search strategy

We used four data sources to ensure a comprehensive search. 
First, we searched three databases with scientific literature 
(Medline, the Cochrane Library, and EMBASE), using the 
keywords listed in Appendix A1. Second, we consulted web-
sites of relevant governmental and/or scientific agencies (see 
Appendix A2). Third, we searched through the references of 
the yielded documents. Finally, we consulted several experts 
in the field, all of whom responded (see Appendix A3).
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Selection procedure

Titles and abstracts of the documents yielded by the three 
scientific databases were checked for duplicates and remain-
ing articles were screened for relevance. Full texts of seem-
ingly relevant articles were subjected to the inclusion and 
exclusion criteria. To determine if a model matched our defi-
nition of an OBPM, we sometimes searched for additional 
information about the model on the Internet via Google, 
using programme-specific keywords. The selection proce-
dure was done independently by two reviewers. Meetings 
were held to minimise interobserver bias. Differences were 
resolved in a discussion between the reviewers, if necessary 
after consultation of a third reviewer.

Next, articles found on websites of the consulted agen-
cies, articles that were brought to our attention by the con-
sulted experts, and articles retrieved from references of 
included documents were subjected to the inclusion and 
exclusion criteria.

Data extraction

To extract and summarize the data, we developed an extrac-
tion form (Appendix B). This form contained the three 
elements:

•	 name, country, and period in which the model was oper-
ating;

•	 design features of the payment model;
•	 effects on quality of care, healthcare utilization and 

healthcare costs.

A methodological challenge was the fact that payment 
models tend to change over time, sometimes on an annual 
basis, e.g., indicators were added or removed, payment struc-
ture changed. To address this, we searched for additional 
information about the changes in programme design over 
time. If, due to these changes, the model did not meet our 
definition of OBPM in a specific year, the results achieved 
in that year were not taken into account. The process of data 
extraction was performed by two independent reviewers.

Study appraisal

To appraise the methodological quality of the included 
quantitative studies, we used the generic and widely applied 
method described by Downs and Black [22]. In the Downs 
and Black method, articles receive points on 27 items cov-
ering 4 domains: reporting, external validity, internal valid-
ity, and power. The more points an article receives, the 
higher the methodological quality of the article. The maxi-
mum number of points is 32 [22]. We chose this generic 
appraisal method because of the expected heterogeneity of 

the included study designs, e.g., interrupted time series, 
observational cohort studies, and cross-sectional studies. To 
determine the methodological quality of included qualitative 
studies and reviews, we used the Critical Appraisal Skills 
Programme checklists [23, 24]. These appraisal methods 
have been used in other systematic reviews of the effects of 
payment models in healthcare [4, 25, 26].

The study appraisal was performed by one reviewer; a 
second reviewer then did an independent review of all quali-
tative studies and reviews, plus a random selection of 10% 
of the included quantitative studies. Meetings were held to 
minimise interobserver bias. Differences were resolved in a 
discussion between the reviewers, if necessary after consul-
tation of a third reviewer.

Results

Included studies

Figure 1 summarizes the search flow. The 88 included arti-
cles contained 75 quantitative studies, 8 qualitative studies, 
3 research reports, and 2 reviews. All quantitative studies 
had a quasi-experimental design (difference-in-difference 
and case-control design). They had an average Downs and 
Black score of 11.7 (out of 32) and a standard deviation of 
1.9 (Appendix A4). Most points were lost on items about 
internal validity and statistical power.

One quantitative study contained results for two OBPMs, 
and one policy report contained results of three OBPMs. The 
rest of the yielded documents described only one model. In 
total, we identified 29 OBPMs (Appendix A5), of which 
12 could be included for our analysis. Tables 1, 2 provide 
the general characteristics and the design features of the 12 
included OBPMs.

Based on the general characteristics (Table 1) and the 
design features (Table 2), we identified two types of OBPMs. 
We called the first-group ‘narrow OBPMs’. The models 
comprising this group focus exclusively on explicit finan-
cial incentives for objectively measured quality, with the 
incorporation of relatively many outcome indicators (i.e., 
pertaining to > 10% of performance-related reimbursement). 
In these models, providers earn bonuses and/or suffer penal-
ties based on their scores on a predefined set of indicators. 
These models typically target one provider type (e.g., hos-
pitals and primary care physicians) and/or specific clinical 
areas (e.g., care for acute myocardial infarction). The other 
group of models is called ‘broad OBPMs’. These models 
encompass the entire provider payment by combining global 
budgets and shared savings incentives with explicit financial 
incentives for quality indicator scores. This group of models 
generally targets multidisciplinary provider groups provid-
ing different types of care for their patient population.
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Effects of OBPMs

Most articles (58) describe effects on quality of care only, 9 
articles on healthcare utilization or healthcare costs, and 21 
articles on both quality and utilization/costs. The follow-up 
period varies from 9 months to 7 years. Table 3 summa-
rizes the effects of OBPMs on quality of care and healthcare 
utilization/costs.

Effects on quality of care

Regarding the effects of the models on quality of care, evi-
dence is available for all 12 models. Of the 88 included stud-
ies, 79 targeted quality of care.

Incentivised indicators

All three broad OBPMs showed improvements on the incen-
tivised indicators. Process indicators improved in multiple 
studies [9, 27, 28, 48–50], while improvement of outcome 

indicators was only found for diabetes and vascular care in 
one study (AQC) [49]. No improvement was found in out-
come indicators for substance use disorder patients [51], 
emergency department use (both AQC) [52], or hospital 
readmissions (Pioneer ACO) [53].

For the narrow OBPMs, five out of nine models showed 
positive results on the incentivised indicators (CQUIN, 
HRRP, Maryland HACP, QOF, and VIP) [33, 35, 40, 42, 
45, 54–59]; one showed mixed results (Hudson health plan) 
[34, 60]; in two models, no significant effect was found 
(PAMC, VBP) [38, 61–64]. In the remaining model (HQID), 
some improvements were observed in the first phase of the 
programme (first 3 years), but, after some alterations in the 
design, these improvements did not last [9, 31, 65–68].

As, in the broad OBPMs, process indicators showed larger 
improvements than outcome indicators. Five out of nine pro-
grammes (CQUIN, HQID, Hudson Health plan, QOF, and 
VIP) reported improvements in certain process indicators 
[9, 40, 42, 45, 54–60, 65, 66, 69–72], while four (HRRP, 
Maryland HACP, QOF, and VIP) showed improvements in 

Fig. 1   Search flow and results Ini�al search result through databases : 3143 
ar�cles

Included ar�cles:81
(12 OBPM’s)

Search through reference lists: 7 addi�onal ar�cles

Websites of consulted agencies: 
7 addi�onal ar�cles

Total number of relevant ar�cles: 508 
(116 poten�al OBPM’s)

Excluded models that did not meet our defini�on of 
an OBPM: 87 models (400 ar�cles)

Total number of included ar�cles: 88 
(12 OBPM’s)

Expert consul�ng: 2 addi�onal ar�cles

Excuded ar�cles a�er reading �tle and abstract: 
1823 ar�cles

Duplica�ons: 821 ar�cles

Total number of relevant ar�cles: 499 

OBPM’s that were excluded due to lack of effect 
studies: 17 models (27 ar�cles)
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outcomes [33, 35, 56, 59, 71–75]. Two of these could not 
show improvements in process indicators, because these 
models only included outcome indicators (HRRP and Mary-
land HACP). Outcome indicators that showed improvements 
were hospital readmissions after acute myocardial infarc-
tion (HRRP) [33], hospital-acquired conditions (Maryland 
HACP) [35], blood pressure and lab results for diabetes 
and renal disease (both QOF) [56, 71–73], mortality after 
stroke (VIP) [59], emergency hospital admissions (QOF) 
[74], and homecare placements for patients with dementia 
(QOF) [75]. However, most outcome indicators did not sig-
nificantly improve [34, 62, 63, 76, 77], the mortality rate in 
particular remaining unaffected (in HQID, QOF, and VBP) 
[31, 62, 63, 65, 67, 68, 78].

While the effects of broad OBPMs on quality of care 
increased over time [9, 27, 28, 48], positive effects of nar-
row OBPMs tended to be short-lived. In two broad OBPMs 
(AQC and Pioneer ACO), effects on the incentivised indica-
tors increased over the years [9, 27, 28, 48]. In contrast, two 
narrow OBPMs (HQID and QOF) showed ceiling effects. 
For HQID, this occurred after a significant revision of the 
incentive structure [9, 66, 79, 80], while for QOF diabetes 
and asthma indicators already reached a ceiling after the first 
year [69]. For most of the other indicators in the QOF, ceil-
ing effects emerged after years 2 or 3 [42, 70], when many 
GP practices exceeded the quality thresholds for maximum 
incentive payments [55]. However, the percentage of hospi-
tal emergency admissions continued to decrease as a result 
of the QOF [74].

Relevant provider and patient characteristics

Private providers and providers with low baseline quality 
scores improved their performance the most (Hudson Health 
plan, MSSP, Pioneer ACO, QOF, VBP, VIP) [45, 59, 60, 71, 
81–84], although some studies concerning the VBP report 
relatively poor performance of initially low-scoring provid-
ers, and in HQID safety net hospitals performed relatively 
poorly [9, 61–63, 67, 79, 80]. Among the narrow OBPMs, 
three models (HQID, Hudson Health plan, QOF) show that 
large providers outperform smaller ones [30, 60, 85]. In the 
VBP model, this scale effect is mixed [83, 84, 86].

It remains unclear if high-need patients benefit more 
from OBPMs than other patients. In the AQC, children 
with special needs benefitted more than others from pre-
ventive paediatric care [50]. In the QOF, quality of care for 
diabetics with co-morbidities improved more than for those 
without co-morbidities [87]. In contrast, mental health cen-
tres (AQC), nursing homes (QOF), and hospitals with more 
Medicare and Medicaid patients (VBP) showed significantly 
lower quality scores after introduction of a OBPM [49, 51, 
84, 88]. In the Hudson Health Plan, there was no change Ta

bl
e 

1  
(c

on
tin

ue
d)

N
am

e,
 c

ou
nt

ry
, p

er
io

d,
 a

nd
 re

fe
r-

en
ce

s
H

ea
lth

ca
re

 p
ur

ch
as

er
Ta

rg
et

ed
 c

ar
e

Ta
rg

et
ed

 h
ea

lth
ca

re
 p

ro
vi

de
rs

O
ut

co
m

e 
in

di
ca

to
rs

 a
nd

 th
ei

r c
on

-
tri

bu
tio

n 
(in

 %
) t

o 
th

e 
pe

rfo
rm

an
ce

-
re

la
te

d 
pa

ym
en

t s
iz

e

Va
lu

e 
In

ce
nt

iv
e 

Pr
og

ra
m

 (V
IP

), 
K

or
ea

; s
in

ce
 2

00
7 

[1
6,

 4
5,

 4
6]

N
at

io
na

l H
ea

lth
 In

su
ra

nc
e 

of
 K

or
ea

 
(N

H
IK

)
Pu

bl
ic

, s
in

gl
e 

pu
rc

ha
se

r

H
os

pi
ta

l c
ar

e 
of

 N
H

IK
 in

su
re

d 
(=

 al
l K

or
ea

n 
ci

tiz
en

s)
 in

 3
 c

lin
ic

al
 

ar
ea

s:
 A

cu
te

 M
yo

ca
rd

ia
l I

nf
ar

ct
io

n 
(A

M
I)

, C
ae

sa
r S

ec
tio

ns
, a

nd
 a

cu
te

 
str

ok
e 

(s
in

ce
 2

01
2)

Si
ng

le
 p

ro
vi

de
r m

od
el

: h
os

pi
ta

ls
30

-d
ay

 m
or

ta
lit

y 
(3

0%
, A

M
I o

nl
y)

a  Th
es

e 
pe

rc
en

ta
ge

s a
re

 av
er

ag
es

, s
in

ce
 th

is
 m

od
el

 u
se

s s
ep

ar
at

e 
in

di
ca

to
r s

et
s f

or
 d

iff
er

en
t c

ar
e 

se
tti

ng
s



Design and effects of outcome-based payment models in healthcare: a systematic review﻿	

1 3

Ta
bl

e 
2  

D
es

ig
n 

fe
at

ur
es

 o
f i

de
nt

ifi
ed

 o
ut

co
m

e-
ba

se
d 

pa
ym

en
t m

od
el

s

In
di

ca
to

rs
M

ea
su

re
m

en
t

Pa
ym

en
ts

Re
fs

.

Ty
pe

 o
f 

in
di

ca
-

to
rs

 u
se

d

N
o.

 o
f 

in
di

ca
-

to
rs

 (o
f 

w
hi

ch
 

ou
tc

om
e 

in
di

ca
-

to
rs

)

Ex
tra

 
w

ei
gh

t t
o 

ou
tc

om
e 

in
di

ca
to

rs

N
et

 
co

nt
ri-

bu
tio

n 
of

 
ou

tc
om

e 
in

di
ca

-
to

rs
 to

 
qu

al
ity

 
sc

or
e

Sc
or

es
 

re
po

rte
d 

by

R
is

k-
m

iti
ga

tin
g 

m
ea

su
re

s
Pu

bl
ic

a-
tio

n 
of

 
sc

or
es

Fe
ed

ba
ck

 
to

 p
ro

vi
d-

er
s

In
ce

n-
tiv

e 
ty

pe
s

Re
qu

ire
m

en
ts

 
fo

r b
on

us
Re

qu
ire

m
en

ts
 

fo
r p

en
al

ty
Re

qu
ire

-
m

en
ts

 
fo

r 
sh

ar
ed

 
sa

vi
ng

s

M
ax

im
um

 
bo

nu
s/

pe
na

lty
 

si
ze

N
ar

ro
w

 O
B

PM
s

 C
Q

U
IN

S,
 P

, O
D

iff
er

s 
lo

ca
lly

D
iff

er
s 

lo
ca

lly
D

iff
er

s 
lo

ca
lly

 
(2

9%
 

av
er

-
ag

e)

Pr
ov

id
er

s
R

is
k-

ad
ju

st-
m

en
t p

er
 

in
di

ca
to

r

?
?

P
n.

a.
D

iff
er

s l
oc

al
ly

n.
a.

−
 0.

5%
 (2

00
9)

 
to

 −
 2.

5%
 

(2
01

2)
 o

f 
co

nt
ra

ct
 

in
co

m
e

[9
, 4

7]

 H
Q

ID
S,

 P
, O

A
M

I: 
9 

(1
)

CA
B

G
: 

8 
(3

)
H

F:
 4

 (0
)

Pn
eu

: 7
 

(0
)

H
&

K
: 6

 
(3

)

N
o

A
M

I: 
11

.1
%

CA
B

G
: 

37
.5

%
H

F:
 0

%
Pn

eu
: 

0%
H

&
K

: 
50

.0
%

Pr
ov

id
er

s
C

as
e 

m
ix

 +
 ex

ce
p-

tio
n 

re
po

rti
ng

Ye
s

Ye
s, an

nu
al

B
, P

To
p 

20
%

 o
ve

r-
al

l; 
to

p 
20

%
 

im
pr

ov
em

en
t

B
ot

to
m

 2
0%

n.
a.

B
: +

 2%
 o

n 
D

RG
P:

 −
 2%

 o
n 

D
RG

[9
, 1

6,
 3

0,
 

31
]

 H
R

R
P

O
3(

3)
n.

a.
10

0%
?

A
dj

us
te

d 
fo

r 
ag

e,
 se

x,
 a

nd
 

co
-m

or
bi

d-
iti

es

?
?

P
n.

a.
B

el
ow

 3
-y

ea
r 

av
er

ag
e 

re
ad

m
is

si
on

 
ra

te

n.
a.

20
12

–2
01

4:
 

m
ax

 −
 1%

 p
/

D
RG

20
15

+
: m

ax
 

−
 3%

 p
/D

RG

[3
2,

 3
3]

 H
ud

so
n 

H
ea

lth
 

Pl
an

P,
 O

D
ia

b:
 1

4 
(4

)
$1

40
/$

30
0 

pe
r 

pa
tie

nt

46
.7

%
Pr

ov
id

er
s

?
N

o
Ye

s, an
nu

al
B

N
on

e:
 fi

xe
d 

pr
ic

e 
pe

r 
in

di
ca

to
r p

er
 

pa
tie

nt

n.
a.

n.
a.

$3
00

,–
 p

er
 

pa
tie

nt
[3

4]

 M
ar

y-
la

nd
 

H
A

C
P

O
H

A
C

s:
 

49
 (4

9)
N

o
10

0%
Pr

ov
id

er
s

C
or

re
ct

ed
 fo

r 
nr

 o
f H

A
C

s 
in

 Y
-1

?
?

B
, P

?
?

n.
a.

B
: ?

P:
 −

 2%
 o

f 
to

ta
l r

ev
en

ue

[3
5]

 P
A

M
C

 
P4

P
S,

 P
, O

15
 (3

)
N

o
20

.0
%

H
ea

lth
 

re
co

rd
s

C
as

e 
m

ix
Ye

s
Ye

s, 
qu

ar
-

te
rly

B
A

ch
ie

vi
ng

 
m

in
im

al
 

ta
rg

et
 p

er
 

in
di

ca
to

r

n.
a.

n.
a.

$5
00

0,
– 

pe
r 

ye
ar

[3
7,

 3
8]



	 F. P. Vlaanderen et al.

1 3

Ta
bl

e 
2  

(c
on

tin
ue

d)

In
di

ca
to

rs
M

ea
su

re
m

en
t

Pa
ym

en
ts

Re
fs

.

Ty
pe

 o
f 

in
di

ca
-

to
rs

 u
se

d

N
o.

 o
f 

in
di

ca
-

to
rs

 (o
f 

w
hi

ch
 

ou
tc

om
e 

in
di

ca
-

to
rs

)

Ex
tra

 
w

ei
gh

t t
o 

ou
tc

om
e 

in
di

ca
to

rs

N
et

 
co

nt
ri-

bu
tio

n 
of

 
ou

tc
om

e 
in

di
ca

-
to

rs
 to

 
qu

al
ity

 
sc

or
e

Sc
or

es
 

re
po

rte
d 

by

R
is

k-
m

iti
ga

tin
g 

m
ea

su
re

s
Pu

bl
ic

a-
tio

n 
of

 
sc

or
es

Fe
ed

ba
ck

 
to

 p
ro

vi
d-

er
s

In
ce

n-
tiv

e 
ty

pe
s

Re
qu

ire
m

en
ts

 
fo

r b
on

us
Re

qu
ire

m
en

ts
 

fo
r p

en
al

ty
Re

qu
ire

-
m

en
ts

 
fo

r 
sh

ar
ed

 
sa

vi
ng

s

M
ax

im
um

 
bo

nu
s/

pe
na

lty
 

si
ze

 Q
O

F
S,

 P
, O

’0
4:

 1
46

 
(1

0)
’0

6:
 1

35
 

(?
)

’1
4:

 8
1 

(1
7)

Ye
s

’1
4:

 
20

.8
%

Pr
ov

id
er

s
Ex

ce
pt

io
n 

re
po

rti
ng

Ye
s

Ye
s, an

nu
al

B
A

ch
ie

vi
ng

 
m

in
im

al
 

ta
rg

et
 p

er
 

in
di

ca
to

r

n.
a.

n.
a.

+
 25

%
 o

f 
bu

dg
et

 
(a

fte
r 2

01
4:

 
+

 17
%

)

[9
, 3

9–
43

]

 V
B

P
S,

 P
, O

20
13

: 1
2 

(0
)

20
14

–
20

15
: 

15
 (3

)
20

16
+

: 
17

 (5
)

N
o

20
13

: 
0%

20
14

: 
25

%
20

15
: 

30
%

20
16

: 
50

%
20

17
: 

50
%

Pr
ov

id
er

s
C

or
re

ct
ed

 fo
r 

ag
e,

 se
x,

 C
D

Ye
s

Ye
s

B
, P

N
on

e:
 g

en
-

er
al

 +
 1%

 
(2

01
3)

/+
 2%

 
(2

01
7)

 p
er

 
D

RG

N
on

e:
 g

en
er

al
 

−
 1%

 
(2

01
3)

/−
 2%

 
(2

01
7)

 p
er

 
D

RG

n.
a.

B
: +

 1%
 

(2
01

3)
/2

%
 

(2
01

7)
P:

 −
 1%

 
(2

01
3)

/−
 2%

 
(2

01
7)

 p
er

 
D

RG

[9
, 4

4]

 V
IP

P,
 O

A
M

I: 
6 

(1
)

C
S:

 1
 (0

)
St

ro
ke

: 
11

 (0
)

A
M

I: 
1.

8×
A

M
I: 

30
%

C
S:

 0
%

St
ro

ke
: 

0%

C
la

im
s 

da
ta

C
or

re
ct

ed
 fo

r 
ag

e
Ye

s
Ye

s, an
nu

al
B

, P
To

p 
20

%
 o

ve
r-

al
l; 

to
p 

20
%

 
im

pr
ov

em
en

t

B
el

ow
 th

re
sh

-
ol

d 
(=

 be
lo

w
 

80
%

 b
es

t 
sc

or
e 

in
 Y

-2
)

n.
a.

Fi
rs

t p
ha

se
: 

B
: +

1%
 o

n 
D

RG
 P

: −
 1%

 o
n 

D
RG

Se
co

nd
 p

ha
se

 B
: +

 1%
 o

n 
D

RG
 P

: −
 1%

 o
n 

D
RG

[1
6,

 4
5,

 
46

]

B
ro

ad
 O

B
PM

s
 A

Q
C

S,
 P

, O
pc

: 3
2 

(5
)

sc
: 3

3 
(5

)

pc
: 3

×
sc

: 3
×

pc
: 35

.7
%

sc
: 34

.9
%

Pr
ov

id
er

s
C

or
re

ct
ed

 fo
r 

ag
e,

 C
D

?
Ye

s, m
on

th
ly

B
, S

S
>

 M
ed

ia
n 

sc
or

e;
 

s-
sh

ap
ed

 
re

la
tio

n

n.
a.

N
on

e
B

: +
 10

%
 

of
 g

lo
ba

l 
bu

dg
et

 fo
r 

hi
gh

es
t t

ar
ge

t
SS

: n
o 

m
ax

[9
, 1

6,
 2

7,
 

28
]



Design and effects of outcome-based payment models in healthcare: a systematic review﻿	

1 3

Ta
bl

e 
2  

(c
on

tin
ue

d)

In
di

ca
to

rs
M

ea
su

re
m

en
t

Pa
ym

en
ts

Re
fs

.

Ty
pe

 o
f 

in
di

ca
-

to
rs

 u
se

d

N
o.

 o
f 

in
di

ca
-

to
rs

 (o
f 

w
hi

ch
 

ou
tc

om
e 

in
di

ca
-

to
rs

)

Ex
tra

 
w

ei
gh

t t
o 

ou
tc

om
e 

in
di

ca
to

rs

N
et

 
co

nt
ri-

bu
tio

n 
of

 
ou

tc
om

e 
in

di
ca

-
to

rs
 to

 
qu

al
ity

 
sc

or
e

Sc
or

es
 

re
po

rte
d 

by

R
is

k-
m

iti
ga

tin
g 

m
ea

su
re

s
Pu

bl
ic

a-
tio

n 
of

 
sc

or
es

Fe
ed

ba
ck

 
to

 p
ro

vi
d-

er
s

In
ce

n-
tiv

e 
ty

pe
s

Re
qu

ire
m

en
ts

 
fo

r b
on

us
Re

qu
ire

m
en

ts
 

fo
r p

en
al

ty
Re

qu
ire

-
m

en
ts

 
fo

r 
sh

ar
ed

 
sa

vi
ng

s

M
ax

im
um

 
bo

nu
s/

pe
na

lty
 

si
ze

 M
SS

P
P,

 O
33

 (6
)

N
o

18
.2

%
Pa

tie
nt

s, 
pr

ov
id

-
er

s

N
o 

do
w

ns
id

e 
ris

k 
(o

pt
io

n)
; 

po
pu

la
tio

n 
co

rr
ec

tio
n

?
?

SS
n.

a.
n.

a.
Ta

rg
et

 
on

 
qu

al
ity

 
in

di
ca

-
to

rs

B
: 6

0%
 o

f s
av

-
in

gs
 (5

0%
 if

 
no

 d
ow

ns
id

e 
ris

k)
 to

 7
.5

%
 

M
ed

ic
ar

e 
sp

en
di

ng
P:

 1
0%

 o
f l

os
s

[9
, 3

6]

 P
io

ne
er

 
A

CO
P,

 O
33

 (6
)

N
o

18
.2

%
Pa

tie
nt

s, 
pr

ov
id

-
er

s

Li
m

 d
ow

ns
id

e 
ris

k;
 p

op
ul

. 
co

rr
ec

tio
n

?
?

B
, S

S
?

n.
a.

Ta
rg

et
 

on
 

qu
al

ity
 

in
di

ca
-

to
rs

B
: ?

P:
 ?

[9
, 3

6]

n.
a.

 n
ot

 a
pp

lic
ab

le
, ?

 u
nk

no
w

n,
 O

 o
ut

co
m

es
, P

 p
ro

ce
ss

, S
 st

ru
ct

ur
e,

 A
M
I a

cu
te

 m
yo

ca
rd

ia
l i

nf
ar

ct
io

n,
 C
AB

G
 c

or
on

ar
y 

ar
te

ry
 b

yp
as

s 
gr

af
t, 
C
S 

C
ae

sa
r s

ec
tio

n,
 D
ia
b 

di
ab

et
es

, H
&
K

 h
ip

 a
nd

 k
ne

e 
re

pl
ac

em
en

t, 
H
AC

s 
ho

sp
ita

l-a
cq

ui
re

d 
co

nd
iti

on
s, 
H
F 

he
ar

t f
ai

lu
re

, p
c 

pr
im

ar
y 

ca
re

, P
ne
u 

pn
eu

m
on

ia
, s
c 

se
co

nd
ar

y 
ca

re
, A

M
I a

cu
te

 m
yo

ca
rd

ia
l i

nf
ar

ct
io

n,
 p
c 

pr
im

ar
y 

ca
re

, s
c 

se
co

nd
ar

y 
ca

re
, 

C
D

 c
hr

on
ic

 d
is

ea
se

s, 
lim

 li
m

ite
d,

 B
 b

on
us

, P
 p

en
al

ty
, S
S 

sh
ar

ed
 sa

vi
ng

s



	 F. P. Vlaanderen et al.

1 3

in quality of care for patients both with and without co-
morbidities [34].

Effects on healthcare utilization and costs

Regarding the effects on healthcare utilization and health-
care costs, three (out of nine) narrow OBPMs are included 
(13 studies) in the analysis. Of the broad OBPMs, all three 
models were included (17 studies).

Healthcare utilization

For five models (AQC, HQID, Hudson Health Plan, Pioneer 
ACO, and QOF), data were available about effects on health-
care utilization. Two out of three narrow OBPMs showed 
an increase in healthcare utilization. Prescription of preven-
tive drugs increased (antibiotics in HQID [65] and antihy-
pertensive drugs in the QOF [89]). Moreover, the number 
of newly diagnosed diabetics who started with medication 
increased (QOF) [90]. In the Hudson Health Plan, no signifi-
cant change in healthcare utilization was found [34].

Contrary to the narrow OBPMs, the two broad OBPMs 
showed a reduction in healthcare utilization. For the 
AQC, reductions among Medicare patients were reported 
in emergency department use, the use of outpatient care, 
office visits, minor procedures, imaging, and diagnostic 
tests [91]. This is in line with the reduction of healthcare 
utilization found 4 years after the introduction of the AQC 

[48]. However, there was no significant impact on the use of 
pharmaceuticals [92], while small increases were reported 
for the use of mental health services [49] and emergency 
departments [52]. For the Pioneer ACO programme, a reduc-
tion in inpatient services was found [53].

Healthcare costs

All three broad OBPMs (AQC, MSSP, Pioneer ACO) 
showed a cost saving based on the incentives of the pro-
gramme [9, 27, 28, 48, 53, 91]. The MSSP led to a cost sav-
ing of about $385 million within 1 year, while the Pioneer 
ACO reached a comparable cost reduction after 2 years [9, 
53]. For the third model (AQC), two out of six studies did 
not find an effect on healthcare costs [50, 52], while four 
studies that were performed later found savings of 1.9, 3.3, 
and 6.8% after 1, 2, and 4 years after introduction, respec-
tively [27, 28, 48, 91].

In broad OBPMs, the cost containment effects increased 
over time. Several studies reported no or small cost reduc-
tions in the first years of the AQC programme [27, 52, 93], 
while these reductions increased after 1 or 2 years [28, 48, 
91]. For the Pioneer ACO programme, one study found simi-
lar effects [9], but another study reported the opposite [53]. 
For the narrow OBPMs, no longitudinal evaluation studies 
were available with respect to the impact on costs.

Of the narrow OBPMs, costs increased in all three mod-
els for which results are available. This is due to the bonus 

Table 3   Effects of OBPMs on 
quality of care and healthcare 
utilization/costs

Effects are regarded positive when at least 65% of the articles find that a significant improvement in qual-
ity of care or reduced healthcare costs. When the majority of studies found that the quality of care did not 
improve (or worsened) or healthcare costs increased, we considered the effect negative
? unknown
a After 3 years, the HQID adopted some design changes. In the first-phase quality of care improved, the sec-
ond phase was less successful
b One of the aims of this programme was to increase the income of general practitioners substantially

Model Quality of care Healthcare utiliza-
tion/costs

Number of 
studies

Downs and Black 
score: mean (SD)

Narrow OBPMs
 CQUIN + ? 3 9.0 (1.0)
 HQID Mixeda − 13 11.4 (1.6)
 HRRP + ? 2 9.0 (1.0)
 Hudson Health Plan Mixed − 2 13.0 (0)
 Maryland HACP + ? 1 10.0 (0)
 PAMC P4P − ? 2 10.5 (2.5)
 QOF + −b 43 11.9 (1.9)
 VBP − ? 9 11.5 (2.3)
 VIP + ? 3 12.0 (2.0)

Broad OBPMs
 AQC + + 10 12.4 (1.1)
 MSSP + + 2 11.0 (0)
 Pioneer ACO + + 2 11.0 (0)
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payments [41, 60, 68, 78, 94]. The HQID does not report any 
significant effect on healthcare costs, but, in the calculation, 
the $17 million that was spent on bonus payments was not 
taken into account [68, 94]. Hudson Health Plan, a relatively 
small programme, spent over $1 million on bonus payments 
[60]. In the QOF (where a substantial income increase for 
general practitioners was one of the objectives), over £5 bil-
lion was spent in the first 7 years of the programme [41, 
78], resulting in a 26–40% increase of income for general 
practitioners [69, 95].

Unintended consequences

For four models (AQC, HQID, Maryland HACP, and QOF), 
studies were available about effects on non-incentivised indi-
cators. For broad OBPMs, data are only available for the 
AQC. The included studies for this model showed no obvi-
ous effect (positive nor negative) on non-incentivised indica-
tors [50, 91]. In contrast, for the narrow OBPMs, some signs 
of negative effects exist: while HQID shows no effects on 
not included indicators [65, 79], in the Maryland HACP, the 
incidence of non-incentivised hospital-acquired conditions 
increased [35]. In the QOF, there was no change in mortal-
ity for either incentivised or non-incentivised diseases [78], 
but (non-incentivised) continuity of care decreased [69]. 
Another study regarding the QOF showed an initial improve-
ment in non-incentivised indicators for asthma, diabetes, and 
vascular diseases, but, after 2 years, these effects decreased 
to below baseline level [42].

In three narrow models (HQID, Hudson Health plan, 
QOF), the effects on ethnic and social disparities were ana-
lysed, finding little to no improvement, and sometimes a 
deterioration. In HQID, the existing gap on process qual-
ity closed between blacks and whites, but differences in 
mortality remained [31]. In the Hudson Health Plan, the 
existing disparities in immunisation rates remained [60]. 
For QOF, seven out of nine studies found no effects on 
existing social or ethnic disparities [40, 56, 70, 73, 96–98]. 
One study showed a decrease between deprived and not 
deprived patients [41], while another noticed an increasing 
gap between socioeconomic groups [77].

For the HQID, the HRRP, and the QOF (all narrow 
OBPMs), several studies examine whether or not providers 
have been trying to abuse the model by directly or indirectly 
manipulating the performance scores (gaming). In general, 
there is a little evidence that this occurred on a large scale. 
For HQID and HRRP, no evidence was found that hospi-
tals delay readmissions, alter discharge statuses, limit the 
access for high-risk patients, or focus on the most profitable 
measures [33, 99, 100]. In the QOF, the generally low levels 
of exception reporting suggest that large-scale gaming is 
uncommon [40, 76, 101–104], although some suspect vari-
ations in performance scores were noticed [101, 102].

Discussion

Summary of principal findings

This review provides an evidence synthesis of the charac-
teristics and effectiveness of 12 OBPMs. Based on differ-
ences in design features, two groups of OBPMs were dis-
tinguished: narrow OBPMs, which only contain explicit 
financial incentives for objectively measured quality per-
formance; and broad OBPMs, which combine global budgets 
and risk sharing for multidisciplinary provider groups with 
explicit financial incentives for quality. Although only three 
broad OBPMs could be included in this review, their effects 
on both quality of care and healthcare utilization/costs 
are particularly favourable when compared to the narrow 
OBPMs. In addition, these effects improved over time in the 
broad OBPMs, while the effects of narrow OBPMs tended to 
be short-lived. We also found that process indicators showed 
larger improvements than outcome indicators in both groups 
of OBPMs. Other findings were: larger private providers 
and providers with initially poor quality scores tended to 
score better than other providers; high-need patients did not 
seem to benefit more from OBPMs than other patients; broad 
OBPMs had a little effect on non-incentivised indicators, 
while there are signs that non-incentivised indicators may 
deteriorate in the narrow OBPMs; narrow OBPMs did not 
seem to decrease social or ethnic disparities; and narrow 
OBPMs do not seem to lead to gaming on a large scale.

Explanations and comparisons to the existing 
literature

In both groups of OBPMs, process indicators showed larger 
improvements than outcome indicators. In a way, this may 
be considered disappointing as it raises the question what the 
value is of focussing financial incentives on outcomes. One 
explanation is that outcomes are generally more difficult to 
influence by providers than processes. Another explanation 
is that improvements in processes may precede improve-
ments in outcomes, especially in the short term. However, 
although some studies suggest that the link between pro-
cesses and outcomes is often not straightforward [105]. 
Finally, the improvements on indicator scores could be due 
to ‘signalling power’: the implementation of a payment 
model can lead to increased attention to the incentivised 
indicators. This attention, rather than the design features of 
the payment model, could lead to improvements on easy 
to influence (process) indicators. Nonetheless, the fact that 
processes improve is positive, given that many earlier evalu-
ations of P4P programmes (which have focused mainly on 
processes) show mixed effects on process indicators [4].
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The broad OBPMs showed increasing improvements on 
quality indicators over time, while the effects of the narrow 
OBPMs tend to be short-lived. This may be due to broad 
OBPMs generally being less prone to ceiling effects due to 
a design in which explicit incentives based on objectively 
measured indicators are combined with more general pay-
ment mechanisms (i.e., global budgets with risk-sharing 
arrangements). In addition, the finding that relatively poor 
performers improve more is another indication of the exist-
ence of ceiling effects, which are reported in some of the 
included models [9, 42, 55, 66, 69, 70, 79, 80].

We also found that cost savings in broad OBPMs tend to 
increase over time. In addition, narrow OBPMs typically 
show increases in healthcare utilization, while broad OBPMs 
show reductions. These effects might be explained by the 
additional focus on cost containment in broad OBPMs (i.e., 
global budgets and risk sharing), while narrow OBPMs 
focus on quality alone.

Literature on P4P models shows results comparable to our 
findings on narrow OBPMs: there is evidence that both types 
of models increase (process) quality of care, although results 
are mixed and there is no evidence that non-incentivised 
indicators improve [4]. This might be due to similarities in 
the design: despite the incorporation of more outcome indi-
cators, the working mechanism of narrow OBPMs is often 
analogous to that of P4P models (i.e., bonuses or penalties 
for achieving predefined targets with respect to explicitly 
measured quality indicators).

We found that larger private providers and providers with 
initially poor quality scores tend to score better than other 
providers. A possible explanation is that large private pro-
viders and providers with low baseline quality have more 
improvement potential. Moreover, these findings might be 
influenced by the ceiling effects found in two models (HQID 
and QOF). In these models, it was relatively easy to achieve 
a maximum score on some indicators. The distance to 
these maximum scores from the baseline (i.e., the achieved 
improvements) is larger in initially low-scoring providers. 
On the other hand, providers with relatively many minority 
patients or with patients with a lower socioeconomic status 
are known to have poorer quality metrics. Financial incen-
tives run the risk of exacerbating these disparities across 
providers. For example: there is evidence that safety net hos-
pitals suffer more from the financial penalties introduced by 
P4P than other hospitals [106].

Strengths and limitations

This review has multiple strengths and limitations. The 
strengths are: (1) this is the most comprehensive review 
on OBPMs to date, comparing 12 different OBPMs from 
3 different countries; (2) this review has been conducted 
systematically and multiple data sources were used; (3) 

the reviewed studies have a relatively high average level of 
evidence, since all included quantitative studies adopted 
a quasi-experimental design. However, as in the previous 
reviews on payment models [26], experimental studies are 
lacking. This is largely due to the nature of the intervention 
(i.e., payment models), which often precludes experimental 
study designs. In addition, for 8 of the 12 models, only up 
to 3 studies were available. For these models, the results on 
quality of care or healthcare costs have a limited scientific 
base.

The use of our definition of OBPMs results in four limi-
tations. First, the required minimum 10% dependence on 
outcomes set by the definition is an arbitrary cut-off point; 
it does not take the total size of the performance-related 
reimbursement into account. There is also no evidence for 
a critical cut-off point in incentive size related to effective-
ness. Setting the cut-off point at a lower percentage might 
have resulted in the inclusion of more programmes, possibly 
in more countries. However, the 10% threshold seems to 
allow a reasonably effective distinction between more and 
less outcome-based payment models.

Second, in five of the included programmes (AQC, 
CQUIN, HQID, VBP, and VIP), we could not determine 
with absolute certainty if at least 10% of the total incen-
tive payments were always linked to outcome indicators, 
since these models use separate indicator sets in different 
geographical regions or care settings. Nevertheless, exclud-
ing payment models of which we know that they match our 
definition in almost all regions or care settings would harm 
the generalisation of our results. We only included OBPMs 
when the information at our disposal consistently confirmed 
that the model matched our definition and that there were no 
major differences in specific regions or care settings. This 
was the case for all five aforementioned OBPMs.

Third, we acknowledge that incentives emanating from 
payments linked to good scores on outcome indicators might 
be weaker in included OBPMs with small total incentive 
payment sizes (e.g., the HRRP) than in excluded models 
with relatively large total incentive payments but in which 
less than 10% of these payments are linked to outcomes. 
However, incorporating the size of these payments into the 
definition of OBPMs is practically impossible and would 
lead to an unworkable definition, since the required infor-
mation is often not available, especially in payment models 
with complex designs.

A final limitation of our review concerns the generali-
sation of our findings. First, comparing different outcome 
measures, used in different OBPMs, is not ideal. Some out-
come indicators may have more improvement potential than 
others, and the existence of clear guidelines can increase this 
potential. Furthermore, some indicators of the HRRP and the 
VBP programme overlap, since both programmes are imple-
mented in the context of the USA Medicare programme.
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Second, our review includes OBPMs from both in- and 
outpatient sector, which operate differently. Specifically, 
they are subject to different payment and billing systems, 
which affect the incentive structure. In addition, OBPMs in 
the outpatient sector tend to distribute relatively more money 
than OBPMs in the inpatient sector. Nonetheless, it is useful 
to use a broader scope by including both sectors.

Third, the effects of the payment models are likely to 
be influenced by contextual factors. The introduction of 
OBPMs is often part of a larger policy package, such as 
increased registration, public reporting, or implementation 
of feedback systems. Effects can also be influenced by the 
healthcare system of the involved country. The fact that 
models are from different countries leads to challenges in 
drawing conclusions. However, it must be highlighted that 
9 out of the 12 models in this review are from the USA. 
Although this makes a comparison between these nine 
models easier, the USA is a country with exceptionally high 
healthcare costs. Positive effects on healthcare costs might, 
therefore, be easier to achieve than in other countries. Con-
sequently, extrapolation of findings from USA-based studies 
to other healthcare systems is hard.

Conclusions

OBPMs are at the centre of the debate on the future of 
healthcare reimbursement. It is one of the theoretical under-
pinnings of the movement towards value-based healthcare 
which seeks for more quality of care and value against the 
‘lowest’ possible costs [107]. We conclude that an increased 
focus on outcome indicators alone is unlikely to result in 
an increased effectiveness of payment models: other design 
features also influence the effects on quality of care and 
healthcare costs. Specifically, our main findings suggest 
that OBPMs which combine global payments and risk-shar-
ing with explicit bonuses or penalties based on (outcome) 
indicator scores have most potential to contribute to value. 
Based on our results, these ‘broad’ OBPMs seem to be more 
(cost-)effective than the ‘narrow’ OBPMs, as in the latter 
group evidence of improved quality is less consistent and 
tends to be short-lived, and evidence for decreases in health-
care costs is lacking. Despite the limitations of our approach 
and the fact that we still know little about the interaction 
between costs and quality, we feel that we can recommend 
broad OBPMs. However, given that we could only include 
three broad OBPMs, which have all been implemented 
more recently than the ‘narrow’ OBPMs and all in the USA, 
more rigorous evaluations of broad OBPMs are required to 
strengthen this conclusion, preferably in a different context 
than that of the USA.
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