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What is Value-Based Care?

Value-based care (VBC) is a person/patient centered approach to health care delivery designed to improve
health outcomes and lower the cost of care. Value-based payers reimburse providers based on the quality of care
instead of the volume of care. The expectation is that payers will eventually move away from a fee-for- service
(FFS) reimbursement model towards alternative value-based payment models, such as capitation or global
payment; bonus and incentive payments; and shared savings models with or without shared risk. VBC models
have been adopted and utilized more in health than in oral health and have proven to be very complex
operationally. VBC models also have various financial implications, especially in the short term. Evidence
shows that health care costs in the United States are out of control and that health outcomes are declining. VBC
has been identified as a solution to reducing costs, improving the patient experience of care, and to also making
patients healthier, but there are many cost and care delivery factors to consider that impact results.

What Would Value-Based Care Look Like in Oral Health?

The Department of Health and Human Services (HHS) launched the Health Care Payment Learning Action
Network (LAN) to help advance the work being done across sectors to increase the adoption of value-based
payments and alternative payment models (APMs). LAN developed a framework for categorizing 4 different
payment maodels as illustrated below.
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Category 1, which is FFS, is the current payment mode! and in fact the model that has been used for the past
150 years in both health and oral health. FFS has no link to value or quality resulting in a higher volume of
services. Category 2 is FFS as a base architecture that usually involves lower fees with the addition of a link to
quality and value. For example, providers are paid fee-for-service with the potential to earn a bonus for meeting
a defined set of performance measures. The performance measures can be simple in the beginning of a value-
based contract, such as providers investing in technology that can capture and report value-based care data. [t



can also support and pay a bonus for infrastructure investments to improve clinical services and enable
providers to report quality data, and/or providers’ performance on cost and quality metrics. Payments would be
adjusted if providers do not meet the performance measure(s), or providers would receive a bonus payment for
meeting and/or exceeding the measure(s). This allows the provider or practice to keep the FFS predictability
with the added benefit of a payment system that is designed to create value for the services performed instead of
a system solely based on volume.

Category 3 begins to move away from the FFS architecture towards an APM that is linked to quality and value.
For example, providers are reimbursed under a FFS base model, but if a provider can reduce expenses while
providing care to a defined group or number of patients below an established and agreed upon benchmark set by
the payer, then the provider and payer would split the amount of savings produced. This model is referred to as
shared savings. Providers under shared savings programs can retain a predetermined proportion of the savings.
There can also be shared savings and shared risk arrangements, which require providers that fail to fulfill their
agreed upon savings benchmark to repay the payer for a portion of the financial loss. In Category 4, payments
are based upon the care or conditions of populations. In this model, which is capitated, providers are paid a
fixed dollar amount to provide care to patients that might have a specific condition (or set of conditions} in a
given time period, such as a month or year. Non-specified conditions remain reimbursed under FFS or other
payment method. An example of a condition for a specific population could be patients in a state or in a system
with disabilities. Payment models classified as Category 4 can also involve population-based payments,
structured in a manner that encourages providers to deliver well-coordinated, high-quality, person-centered care
within a defined or overall population. An example of a population could be all children institutionalized in state
run facilities. The bottom line here is that there are many payment and care models and one size does not fit all.
A few of the very important keys are to know the needs and numbers of the population to be served and to agree
upon what evidence based quality metrics will be used to make and keep that population healthy. Unlike the
IFS system, which pays for services provided to patients, a VBC system pays for the services not provided (o
patients by keeping them healthy. The goal is to design a system to minimize care through the attainment of
health outcomes.

How Do We Prepare for a Value-Based Care System?

The first step in getting ready for implementing a VBC system is to actually understand all of its tenets by
studying both FFS and VBC. To help ensure readiness you must understand how each model is defined and
what cost and quality outcomes they are designed to produce. It is important to recognize when VBC works and
when it fails, and to also see and understand why it fails or succeeds. Preparation then begins with
administrative and clinical leadership who have the willingness to shift the focus of care from volume to value
and performance. Leadership needs to define their organization’s vision for VBC and then develop a strategic
plan and timeline that ensures healthy outcomes and financial sustainability during the implementation of a
VBC model. Internal and external buy-in will also be necessary from all stakeholders involved including Boards
of Directors, public health departments, internal and external staff involved in referral partnerships, state based
health organizations and of course the payers.

We don’t know when the transition from FFS to VBC will occur. We do have a good idea of what the VBC
models in oral health might look like in different states and in different organizations. We also are aware that
those who make decisions about cost and efficiency of care are committed to trying the VBC model to control
costs and achieve better outcomes. Thus, we must be prepared for a value-based environment and start figuring
out how to reduce costs, improve the quality of care, increase access for all people and have the ability to track
and report the data needed to evaluate costs and health outcomes.



