
Value-Based Purchasing and Physician

Professionalism

There isbroadconsensusamongUSpolicymakers that

payers should move toward value-based purchasing

(VBP), but less agreement about howprograms should

be designed or about their effect on physician profes-

sionalism.Value-basedpurchasingcanbedefinedaspay-

mentmodels inwhich clinicians andhealth care organi-

zations are held accountable for the quality and cost of

care instead of being paid based on the volume of ser-

vices they deliver.

There are 3 fundamental requirements for VBP to

succeed: supporting physician professionalism, provid-

ing financial rewards formedicalgroupsandhospital sys-

tems to invest in systematically improving care, and ex-

plicitly designing each program for the context in which

it occurs. These contexts canbecategorizedby3combi-

nations of who provides the incentives and who re-

ceives them: (1) incentives provided by an external en-

tity(typicallyapayer,suchasMedicareorahealth insurer)

to a health care delivery organization such as a medical

groupor hospital; (2) incentives providedby an external

entity to individual physicians; and (3) incentives pro-

vided internally from a health care delivery organization

to its own physicians (eFigure in the Supplement).

In 1963,Arrow1argued thatprofessionalism,under-

stood as placing patients’ welfare above personal self-

interest, is essential because there is informationasym-

metrybetweenphysicians andpatients.Despiteefforts

tomeasure physician performance, patients andpolicy

makers will never be able to observe or evaluate most

physicianbehavior.Manyessential tasksandactionsphy-

siciansperformarenotmeasuredbyVBPprograms, and

may never be adequately measurable (eg, making ac-

curatediagnoses, coordinatingcare, and identifyingand

addressing issues beyond the patient’s chief concern).

Professionalism is needed because it motivates physi-

cians to do the best they can for patients in the many

areas in which performance cannot bemeasured.

Physician professionalism can be conceived as the

intrinsicmotivation tobecomeabetterphysicianand to

place patients’ interests above the physician’s own in-

terests. If a VBP program weakens professionalism, it

may improve performance in the areas it measures but

have the unintended consequences of worsening per-

formance inunmeasuredareasandof incentivizingphy-

sicians to avoid patients who may lower their scores

in measured areas. For example, the British pay-for-

performance program for primary care practices re-

sulted in small, short-term improvements in certain as-

pectsofasthmaanddiabetescare,but this trendwasnot

sustained, andquality onmeasuresnot associatedwith

an incentive declined.2 Continuity of care decreased,

possiblybecauseapatient’saccess toanyclinicianwithin

48 hours was tied to an incentive, but access to a pa-

tient’s ownphysicianwasnot.Another study found that

public reporting for percutaneous coronary interven-

tionwasassociatedwithdecreasedoddsof receivingthe

procedure,with larger reductions forhigh-riskpatients.3

Physicians are typically the target ofVBPprograms, but

professionalismamongother clinicians, such asnurses,

is also important.

But professionalism alone is not enough. The pro-

fessionalism of physicians will not systematically im-

provecare for theentirepopulationofpatients forwhich

a health care delivery organization is responsible. Such

improvement requires investment in organized pro-

cesses, such as identification of high-risk patients and

use of care managers to coordinate care and help pa-

tients learn to manage their diseases. These processes

are expensive to create and maintain. Medical groups

andhospitalswillnotmakesubstantial investments,year

after year, without incentives that give them a reason-

able expectation that if they improve care, they will re-

ceive some return on their investment.

The contexts for VBP are defined by 3 combina-

tions of the source of incentives and the target of

incentives (eFigure in the Supplement). The incentives

likely to be effective and to minimize unintended con-

sequences (including reducing physician professional-

ism) vary across the 3 contexts. In the first VBP incen-

tive combination, a payer provides incentives to a large

health care delivery organization (eg, fromMedicare to

a hospital or accountable care organization [ACO]). The

primary purpose should be to give the organization a

potential return on investment for creating systematic

processes to improve care. Payers can measure global

areas of performance (eg, ambulatory care admissions,

readmissions, complication rates, and risk-adjusted

costs of care) because the number of patients cared for

is large enough for statistically reliable measurement.

Payers can place large health care delivery organiza-

tions at sizeable financial risk and shift from fee-for-

service payment to individual physicians toward global

payment to organizations. Global payment and robust

performance measurement could incentivize organiza-

tions and physicians to collaborate to create programs

they believe will help patients, instead of strategizing

ways to generate revenue from fee-for-service pay-

ments. Organizations and physicians could develop a

suite of services they believe best meets patients’

needs, including for example, email, telephone, and

video communication, without seeking payment for

each individual service.

In the second VBP incentive combination, a payer

provides incentivesto individualphysiciansorsmallprac-

tices. This approach differs from the previous context

because individual physicians and small practices lack
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the scale to be measured on important but uncommon outcomes

(eg, ambulatory care admissions) or to assume large amounts of

financial risk.4Historically, most VBP programs that involve payers

providing incentives to physicians have been pay-for-performance

programs for individual physicians. These programs have focused

less on rewarding investments in care improvement processes and

moreon theassumption thatphysiciansneed tobemotivated to try

harder by the lure of small rewards for small actions.

Professionalism may be decreased when physicians perceive

that VBP programs focus on relatively unimportant measures, are

unnecessarily complex, increaseadministrativeburden, lack thesta-

tistical power to reliablymeasure performance, rely on checking of

boxes (eg, documenting that a patient was asked about smoking),

penalize physicianswho care for socioeconomically disadvantaged

or complexpatients, or incentivize inappropriate care (eg, prescrib-

ing antihypertensive medications for a patient for whom risks ex-

ceedbenefits).5Morebroadly, behavioral economics research sug-

gests that providing financial incentives to individuals may

undermine intrinsicmotivation6andthatnonfinancial incentivesmay

be more effective when intrinsic motivation is important.7 Profes-

sionalism is a quintessential form of intrinsic motivation.

The design of VBP approaches in which the payer provides

incentives to individual physicians remains controversial, as

evidenced by the Medicare Payment Advisory Commission’s

(MedPAC) recent recommendation that the MIPS (Merit-Based

Incentive Payment System) be eliminated.8 At least 4, nonmutually

exclusive, options could be considered. First, small practices could

join together to participate in VBP programs that involve incentives

from payers to health care organizations. For example, these prac-

tices could participate in ACO programs through independent

practice associations, through virtual groups (as suggested by

MedPAC), or assisted by companies that create networks of small

independent practices. Second, payers could reward performance

without relying on providing small rewards for small actions.

Physicians and small practices that perform extremely well over a

2-year interval might be rewarded with an exemption from prior

authorization or other reporting requirements. Those performing

extremely poorly could be subject to additional review andmanda-

tory coaching, or excluded from caring for the payer’s insured

patients if poor performance persists. The small sample size prob-

lem would be less important because the goal would be to identify

clear, persistent outliers rather than distinguish small differences

across physicians. Third, payers could experiment with innovative

incentive and technical assistance programs, such as Medicare’s

Comprehensive Primary Care Plus initiative, to help small practices

create care improvement processes.7 Fourth, they could collect

and publish patient experience reports. These would include not

only star ratings, but also patient narratives, which could be useful

to patients trying to select a physician and to physicians hoping to

understand how patients believe they could improve.

In the third VBP incentive combination, a health care delivery

organization, such as a medical group, hospital, or ACO, offers in-

centives to its physicians. These internal incentives candiffer in im-

portant ways from those offered by payers.9 Health care delivery

organizations cancodevelopperformancemeasureswith their phy-

sicians.Within theorganization, it is relatively easy forphysicians to

appeal (eg, a physicianmay explain that his or her generic prescrib-

ing rates are lowbecauseof ahighproportionofpatientswithhepa-

titis C); however, this is unlikely to be successful with external pay-

ers.Thepossibilityofappealalso reduces the incentive forphysicians

to avoid patients who may lower their performance scores. In ad-

dition, health care delivery organizations canmore easily use non-

financial incentives (eg, peer recognition) in addition to, or instead

of, financial incentives.Policymakersandresearchershavegivenrela-

tively littleattention to incentives thathealthcareorganizationspro-

vide to their physicians even though leaders of these organizations

are well aware of their importance.

Given the complexity, heterogeneity, andentrenched financial

interests of theUShealth care system, the shift towardmeaningful

VBP remains challenging. But current VBP efforts also are ham-

peredby lackof clarityabout thecontext inwhichaprogram isbeing

deployed and lack of attention to the intrinsic motivation of physi-

cians.ThegoalofVBPshouldnotbeto incentivizephysicians towork

harder. Thevastmajority of physicians alreadyworkhard. Failure to

recognize thismay result inphysician resistance, decreasedprofes-

sionalism, andunsuccessful VBPprograms. AVBPprogram ismore

likely to succeed if it supports physician professionalism and if it is

designed specifically for the context in which it exists.
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eFigure. The Flow of Incentives 
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eFigure. The Flow of Incentives* 

 

 

 

 

 

 

 

 

 

     

    

  

    

 

*Note that large healthcare delivery organizations can be both the target and the source of incentives. 
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