
7/2/2021 Addressing Social Risk Factors In Value-Based Payment: Adjusting Payment Not Performance To Optimize Outcomes and Fairness | Health Affairs

https://www.healthaffairs.org/do/10.1377/hblog20210414.379479/full/ 1/10

      

Subscribe/Renew    Cart  Login



 

RELATED TOPICS:
PAYMENT | HEALTH CARE PROVIDERS | READMISSION RATES | POPULATIONS | MEDICARE ADVANTAGE
| HOSPITAL PERFORMANCE | VALUE-BASED PURCHASING

Addressing Social Risk Factors In
Value-Based Payment: Adjusting
Payment Not Performance To
Optimize Outcomes and Fairness
Jonathan B. Jaffery,  Dana Gelb Safran

HEALTH AFFAIRS BLOG

APRIL 19, 2021  DOI:  10.1377/hblog20210414.379479

https://www.youtube.com/user/HealthAffairsJournal
http://www.facebook.com/HealthAffairs
https://twitter.com/Health_Affairs
https://www.linkedin.com/company/health-affairs
https://fulfillment.healthaffairs.org/
https://www.healthaffairs.org/action/showCart?FlowID=1
https://www.healthaffairs.org/action/showLogin?uri=%2Fdo%2F10.1377%2Fhblog20210414.379479%2Ffull%2F
https://www.healthaffairs.org/
https://www.healthaffairs.org/topic/2199
https://www.healthaffairs.org/topic/116
https://www.healthaffairs.org/topic/1844
https://www.healthaffairs.org/topic/14
https://www.healthaffairs.org/topic/694
https://www.healthaffairs.org/topic/1765
https://www.healthaffairs.org/topic/2397
https://www.healthaffairs.org/do/10.1377/hauthor20190410.754878/full/
https://www.healthaffairs.org/do/10.1377/hauthor20171127.394749/full/
https://www.healthaffairs.org/do/10.1377/hblog20210414.379479/full


7/2/2021 Addressing Social Risk Factors In Value-Based Payment: Adjusting Payment Not Performance To Optimize Outcomes and Fairness | Health Affairs

https://www.healthaffairs.org/do/10.1377/hblog20210414.379479/full/ 2/10

As payers are increasingly holding providers �nancially accountable for outcomes under
value-based payment arrangements, there is growing concern that organizations caring
for populations with greater social risk factors are unfairly penalized. Those voicing this
concern often suggest that it is necessary to adjust performance scores for social risk
factors to fairly assess and reward providers caring for populations with differing levels
of socioeconomic vulnerability. The underlying premise is that achieving favorable
outcomes for patients with greater social risk is more di�cult or requires different
resources than achieving the same level of outcomes in a more socially advantaged
population. Other observers object to adjusting performance scores for social risk
factors, seeing this as excusing or accepting of lower-quality care being delivered to
socially at-risk populations and as masking lower performance with statistical
adjustments.

We propose two policy approaches designed to satisfy these seemingly divergent
perspectives. Our approaches acknowledge the differential resources that may be
required to achieve a given level of outcomes in a socioeconomically vulnerable
population and compensate providers differently for this care. That is, rather than
adjusting the performance scores to account for a more at-risk population, we propose to
adjust payment. 

One payment adjustment would be applied prospectively. Much as the Centers for
Medicare and Medicaid Services (CMS) adjusts payment to Medicare Advantage plans

https://www.nytimes.com/2018/06/26/well/is-it-getting-harder-to-care-for-poor-patients.html
https://aspe.hhs.gov/pdf-report/report-congress-social-risk-factors-and-performance-under-medicares-value-based-purchasing-programs
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based on medical risk, this model would increase upfront payments to providers who
care for populations with greater social risk in recognition of the extra resources required
to care for this population. The second payment method would be applied as part of
performance incentive payments—establishing a multiplier such that those serving a
more socially at-risk population would be rewarded more for achieving the same level of
performance as their peers serving a more advantaged population. 

Below, we outline pros and cons for each approach, illustrate how adjusting budgets
rather than performance standards for social risk is an optimal approach, and suggest
options for policy makers’ consideration.

Value-Based Payment And Controversy Around Social Risk

Over the past two decades, public and private payers have introduced payment
innovations that aim to motivate and reward provider performance. The initiatives were,
in part, a response to widely publicized research showing signi�cant failings of the US
health care system on multiple dimensions of quality and more recently to the
unrelenting rise in health care spending. As these programs moved from the earliest
generation of metrics, which focused largely on a handful of process-based measures, to
more robust models focused on accountability for outcomes and total costs of care,
providers have grown increasingly vocal about concerns that the models do not fairly
account for the di�culty of achieving good performance in populations that have high
levels of social risk.   

CMS has been an important leader in performance-based payment innovations. Since
2008, CMS has implemented a series of programs that reward and penalize providers
based on a variety of process and outcomes measures. In 2010, the Affordable Care Act
set the stage for an array of value-based payment (VBP) programs for hospital and
physician payments, including the Hospital Readmissions Reduction Program. In 2014,
the Protecting Access to Medicare Act established the Skilled Nursing Facility VBP, and a
Home Health VBP began in 2016 in selected states. One persistent concern cutting
across these programs has been the absence of any mechanism to account for
differences in the social risk of providers’ populations when evaluating and rewarding
performance.

Some observers argue that not adjusting for these factors unfairly penalizes safety-net
providers, which may require more—or at least, different—resources to achieve a given
level of performance than providers treating more advantaged populations. Others argue
that adjusting for social risk would create a two-tiered system, excusing lower-quality
care provided to those with higher social risk.

https://pubmed.ncbi.nlm.nih.gov/25077248/
https://pubmed.ncbi.nlm.nih.gov/25057539/
https://www.elationhealth.com/healthcare-innovation-policy-news-blog/history-value/
https://www.cms.gov/Medicare/Quality-Initiatives-Patient-Assessment-Instruments/Value-Based-Programs/Value-Based-Programs
https://www.congress.gov/111/plaws/publ148/PLAW-111publ148.pdf
https://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/AcuteInpatientPPS/Readmissions-Reduction-Program
https://www.congress.gov/113/plaws/publ93/PLAW-113publ93.pdf
https://www.cms.gov/Medicare/Quality-Initiatives-Patient-Assessment-Instruments/Value-Based-Programs/SNF-VBP/SNF-VBP-Page
https://www.cms.gov/Medicare/Quality-Initiatives-Patient-Assessment-Instruments/Value-Based-Programs/Other-VBPs/HHVBP
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC6407348/pdf/HESR-54-327.pdf
https://pubmed.ncbi.nlm.nih.gov/18195315/
https://www.acpjournals.org/doi/10.7326/M14-2308
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Prospective Social Risk Adjustment

One way to account for the different type or number of resources required to achieve
good outcomes for disadvantaged populations is to provide upfront supplemental
payments to providers who care for disproportionately higher-risk populations. This is
analogous to how Medicare accounts for medical risk. For example, benchmarks used
for rate-setting in Medicare Advantage are adjusted for medical risk. Similarly, CMS pays
hospitals based on diagnosis-related groups that account for medical condition severity
in the base rate. In these ways, the upfront payments to providers are greater when
medical risk is deemed higher.

Implicit in these upfront payment adjustments is the notion that all providers can be held
to the same performance standard once the additional resources have been provided.
For example, the readmission performance targets under the Hospital Readmission
Reduction Program for heart failure patients are the same for those with or without
comorbidities. Rather than setting a different performance target based on medical
complexity—for example, allowing for 25 percent readmission rates for heart failure
patients with medical comorbidities but only 15 percent for those without comorbidities—
a common performance standard is applied; but greater resources are afforded to
providers caring for the medically complex population. 

Social risk can be treated similarly. A health plan or provider group that cares for a
population with greater average social risk would receive higher monthly payments than
if they enrolled a population with equivalent medical risk but lower social risk. Quality
performance targets would be identical. Although achieving the same outcomes may be
a greater challenge in the population with greater social risk, the additional upfront
payments would give plans and providers the resources to invest in activities that
support their populations’ needs. This would have the additional bene�t of creating
opportunities for plans and providers to incorporate the social determinants of health
into the care they deliver. For example, Geisinger Health System has found that patients
with diabetes who receive healthy food directly from their providers have improved
control of blood sugars, blood pressure, and cholesterol. This payment approach would
create not only the opportunity but the obligation to seek out these kinds of solutions.

One advantage to this approach is that it is consistent with how patients’ medical risk is
accounted for in payment adjustments and as such could be fully incorporated into
existing risk-adjustment methodologies. Most importantly, it ensures that different
standards for high-quality care are not applied to different populations. Disadvantages
are that it may be di�cult to implement, may require additional funding to initiate, and

https://www.rgare.com/knowledge-center/media/articles/the-anatomy-of-the-drg-system-in-healthcare-part-1-structure-risk-measurement-ratemaking-and-the-grouper-algorithm
https://www.geisinger.org/freshfoodfarmacy


7/2/2021 Addressing Social Risk Factors In Value-Based Payment: Adjusting Payment Not Performance To Optimize Outcomes and Fairness | Health Affairs

https://www.healthaffairs.org/do/10.1377/hblog20210414.379479/full/ 5/10

demands accountability from providers who would be responsible for making the needed
investments to achieve the desired outcomes.

Adjustments To Performance Incentive Payments

Under the second approach, performance standards would be the same for all providers,
irrespective of their population mix, but a multiplier would be applied such that
organizations serving a population with greater social risk would receive larger rewards
for an equivalent level of outcome, compared to providers caring for lower-risk
populations.

The Blue Cross Blue Shield of Massachusetts Alternative Quality Contract (AQC) is an
example of a program that used the same performance standards for all providers,
irrespective of social risk. For each performance measure, the AQC established a range
of performance targets (called gates), and higher payment was provided for each
increment of improvement across the continuum from the lowest to highest “gate.” The
model drove signi�cant performance improvements among providers serving
populations with greater social risk and, as a result, closed long-standing disparities in
quality and outcomes. Similarly, under the Medicare program that penalized providers
with the highest rates of unplanned 30-day readmissions, hospitals serving populations
with higher social risk showed greater gains in performance than other hospitals. In both
cases, prior to these performance incentive programs, those serving a more
socioeconomically disadvantaged population had long-standing and seemingly
intractable de�cits in quality and outcomes relative to those serving more advantaged
populations. Had the programs set a different, lower bar for performance standards for
these providers, it seems unlikely that the resulting improvements would have occurred.  

While results of both programs demonstrate the feasibility of achieving performance as
high or higher in populations with greater social risk, even in the absence of added
�nancial reward, widespread concerns about fair �nancial treatment of providers caring
for socially disadvantaged populations compel a policy solution. By adjusting payment
rather than performance scores, the proposed policy solutions address this concern
without lowering performance expectations and implicitly accepting lower-quality care
for patients with higher social risk. 

Continuing the illustration of hospital readmissions for a population of patients with heart
failure, a single target could still be the goal for all patients. Under our proposal, however,
if the top performance was a readmission rate less than 10 percent, a hospital with that
level of performance and a population with social risk factors in the highest quartile

https://www.healthaffairs.org/doi/full/10.1377/hlthaff.2016.0682
https://www.healthaffairs.org/doi/full/10.1377/hlthaff.2016.0537
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might receive twice the reward of that given to a hospital with similar performance but a
socioeconomically advantaged population.

Advantages to this approach are that it would help guard against providers avoiding
socially disadvantaged populations, support more person-centered care by incentivizing
providers to address patients’ social needs, and may be relatively straightforward to
implement. Since, by design, providers caring for populations with higher social risk will
have higher rewards at any given level of performance, one disadvantage is this could
dampen motivation for continued improvement by some providers.

Social Risk Metrics

Either of these policy approaches—adjusting budgets upfront or having a multiplier on
performance payments—will require a robust indicator of social risk. At present, owing to
sparse and inconsistent data on key markers of social risk in providers’ populations—
such as race, ethnicity, income, and educational attainment—a proxy will be required. One
such proxy recommended by the Medicare Payment Advisory Commission is the
percentage of a provider’s patient population that is dually enrolled in Medicare and
Medicaid. While this may be a good �rst step, there are limitations to this approach,
including the variability among states’ Medicaid program eligibility and the fact that dual-
eligible status does not fully correlate with the presence or absence of social risk factors.

Another approach worth exploring is use of sociodemographic data drawn from the US
census. In particular, data at the Census Block Group (CBG) level is highly proximate to
the individual patient/person and corresponds closely with self-reported data for these
same variables. The census provides hundreds of variables measured at the CBG level,
many of which could offer a rich pro�le of population social risk (for example, language
spoken at home, percent of households below 200 percent of the federal poverty level,
race, ethnicity). Address information for patients treated by a given provider, linked to
CBG data, could be used to construct a provider’s social risk index.

Over the long term, the ideal approach is systematic collection and use of data on social
risk factors from patients as a routine part of care delivery—although using such data for
payment purposes will require validation that would not be necessitated with use of
exogenous indicators such as dual Medicare/Medicaid status or CBG-derived data.
Nonetheless, given increasing awareness of the importance of addressing social risk
factors as part of good health care, the routine collection and use of these data for
purposes of the clinical interaction seems necessary.

Suggestions For Policy Makers 

http://medpac.gov/docs/default-source/reports/jun19_ch8_medpac_reporttocongress_sec.pdf?sfvrsn=0
https://www.macpac.gov/medicaid-101/
https://journals.lww.com/md-journal/fulltext/2020/09180/dual_eligible_patients_are_not_the_same__how.68.aspx
https://www.healthaffairs.org/doi/abs/10.1377/hlthaff.W5.152
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Given the increased role of value-based payment in health care and the importance of
assuring that such programs do not exacerbate health disparities, policy makers should
take concrete steps to implement models that adjust payment to account for differential
social risk in provider populations. By adjusting payment rather than performance scores,
such programs can appropriately reward and resource those caring for
socioeconomically vulnerable populations. In so doing, these approaches would enable
providers to be held to a common performance standard, regardless of the population
served, and avoid perpetuating health disparities and accepting lower standards of care
for those with greater social risk. Accordingly, we recommend that policy makers:

Act now. Both approaches discussed in this post could be implemented
immediately within many existing value-based payment programs. Using the
proportion of dually eligible individuals as an interim indicator of social risk would
enable payment adjustments to begin right away, while a more robust indicator of
social risk is developed.
Begin work on a more robust indicator of social risk. This should include enhanced
integration of data on social determinants of health, potentially leveraging CBG-level
data. Patients and families with high social risk should be part of the development
process.
Evaluate program results, assure these new approaches achieve the desired impact,
and be prepared to adjust course as needed.


2 Comments Health Affairs 🔒 Disqus' Privacy Policy Login1

t Tweet f Share Sort by Best

LOG IN WITH OR SIGN UP WITH DISQUS 

Name

Join the discussion…

?

Frank Opelka • 2 months ago • edited

T f i l d l ti ll f th t i h d t i th Q lit

Health Affairs Comment Policy
Comment moderation is in use. Please do not submit your comment twice -- it will appear shortly.
Please read our Comment Policy before commenting.

 Recommend

http://www.qualityforum.org/NQP_Social_Determinants_of_Health_Data_Integration.aspx
https://disqus.com/home/forums/www-healthaffairs-org/
https://help.disqus.com/customer/portal/articles/466259-privacy-policy
https://disqus.com/home/inbox/
https://disqus.com/by/frankopelka/
https://www.healthaffairs.org/do/10.1377/hblog20210414.379479/full/#comment-5360908328
https://www.healthaffairs.org/comments-policy
https://disqus.com/by/frankopelka/


7/2/2021 Addressing Social Risk Factors In Value-Based Payment: Adjusting Payment Not Performance To Optimize Outcomes and Fairness | Health Affairs

https://www.healthaffairs.org/do/10.1377/hblog20210414.379479/full/ 8/10

Related

CONTENT 

• Reply •

To care for special needs populations calls for more than a metric here and a metric there. Quality
is a key part of value and should be clearly defined as a program. These reason process
measures failed is that they did not assure the integrity of a full quality program. For special
needs populations Donabedian teaches us there are special needs structures, special needs
processes, and if executed perfectly, there will be special needs outcome optimization. What
should be define are the essential elements of a special needs programs, such as SDOH, with
key standards to verify the right structure and process elements are intact and operationally
integrated in a learning health system --- incentize that, pay for that. And to those who achieve
exceptional outcomes atop a highly verified special needs SDOH program, then exceptional
reward them.

But the piecemeal approach to a measure here and a measure there will never build a lasting
program. Build a true program, reward that and results will come.
△ ▽

Gina Upchurch • 2 months ago

• Reply •

Love the idea of keeping the outcome measures high...however, I am anxious about "providers"
deciding what someone might need as SDOH is a new "field" for health systems/providers and
insurers. SDOH have been the business of under-resourced CBOs, Depts of Public Health, Social
Services, housing and advocates for years. The NC "healthy opportunities grants" linked to
managed care Mediciaid "transformation" will lean more on local and coordinated response to
food, housing, transport and should be informative. I am wondering where an individual's choice
matters...what matters most to the individual seems most critical. And will we rise to truly
address SDOH?
△ ▽

Subscribe✉ Add Disqus to your siteAdd DisqusAddd Do Not Sell My Data⚠

Share ›

Share ›

https://disqus.com/
https://disqus.com/by/gupchurch/
https://www.healthaffairs.org/do/10.1377/hblog20210414.379479/full/#comment-5351029608
https://publishers.disqus.com/engage?utm_source=www-healthaffairs-org&utm_medium=Disqus-Footer
https://disqus.com/data-sharing-settings/
https://disqus.com/by/frankopelka/
https://disqus.com/by/gupchurch/


7/2/2021 Addressing Social Risk Factors In Value-Based Payment: Adjusting Payment Not Performance To Optimize Outcomes and Fairness | Health Affairs

https://www.healthaffairs.org/do/10.1377/hblog20210414.379479/full/ 9/10

Payment

Payment

Health Care Providers

Readmission Rates

Populations

Medicare Advantage

Hospital Performance

Value-Based Purchasing

Cite As

“Addressing Social Risk Factors In Value-Based Payment: Adjusting Payment Not Performance
To Optimize Outcomes and Fairness, " Health Affairs Blog, April 19, 2021.
DOI: 10.1377/hblog20210414.379479

TOPICS 

7500 Old Georgetown Road, Suite 600

Bethesda, Maryland 20814

T 301 656 7401

F 301 654 2845

customerservice@healthaffairs.org

TOPICS
Access & Use
Costs & Spending
COVID-19

https://www.healthaffairs.org/topic/pt_2199
https://www.healthaffairs.org/topic/2199
https://www.healthaffairs.org/topic/116
https://www.healthaffairs.org/topic/1844
https://www.healthaffairs.org/topic/14
https://www.healthaffairs.org/topic/694
https://www.healthaffairs.org/topic/1765
https://www.healthaffairs.org/topic/2397
https://www.healthaffairs.org/
mailto:customerservice@healthaffairs.org
https://www.healthaffairs.org/topic/3
https://www.healthaffairs.org/topic/83
https://www.healthaffairs.org/covid-19-coronavirus-disease


7/2/2021 Addressing Social Risk Factors In Value-Based Payment: Adjusting Payment Not Performance To Optimize Outcomes and Fairness | Health Affairs

https://www.healthaffairs.org/do/10.1377/hblog20210414.379479/full/ 10/10

Terms and conditions  Privacy  Project HOPE

Health Affairs is pleased to offer Free Access for low-income countries. Health Affairs gratefully acknowledges the support of
many funders.  

Project HOPE is a global health and humanitarian relief organization that places power in the hands of
local health care workers to save lives across the globe. Project HOPE has published Health Affairs
since 1981. 

Copyright 1995 - 2021 by Project HOPE: The People-to-People Health Foundation, Inc., eISSN 1544-
5208.

Health Equity
Health Reform
Leading To Health
More Topics

CONTENT
Journal
Blog
Briefs
Events
Podcasts
Collected Works

INFORMATION FOR
Authors
Request For Abstracts
Reviewers
Subscribers
Advertisers
Media News Room
Funders
Event Attendees

SERVICES & RESOURCES
Submit Content
Subscribe/Renew
Manage My Account
Purchase Content
Permissions
Alerts
Newsletter Sign Up
Advertising Kit

HEALTH AFFAIRS
About
Terms & Conditions
Privacy Policy
Jobs At Health Affairs
Contact Us

https://www.healthaffairs.org/terms-of-use
https://www.healthaffairs.org/privacy-policy
https://www.projecthope.org/
https://www.healthaffairs.org/about#access
https://www.healthaffairs.org/funders
https://www.projecthope.org/
https://www.healthaffairs.org/topic/1244
https://www.healthaffairs.org/topic/24
https://www.healthaffairs.org/leading-to-health
https://www.healthaffairs.org/topics
https://www.healthaffairs.org/journal/hlthaff
https://www.healthaffairs.org/blog
https://www.healthaffairs.org/briefs
https://www.healthaffairs.org/events
https://www.healthaffairs.org/podcasts
https://www.healthaffairs.org/collected-works
https://www.healthaffairs.org/help-for-authors
https://www.healthaffairs.org/request-for-abstracts
https://www.healthaffairs.org/help-for-reviewers
https://www.healthaffairs.org/help-for-subscribers
https://www.healthaffairs.org/advertisers
https://www.healthaffairs.org/media-news-room
https://www.healthaffairs.org/funders
https://www.healthaffairs.org/events
https://www.healthaffairs.org/submit
https://fulfillment.healthaffairs.org/
https://www.healthaffairs.org/action/showPreferences?menuTab=AccountInfo
https://www.healthaffairs.org/help-for-subscribers#singlesales
https://www.healthaffairs.org/permissions
https://www.healthaffairs.org/action/showPreferences?menuTab=Alerts
https://healthaffairs.activehosted.com/f/67
https://www.healthaffairs.org/advertisers
https://www.healthaffairs.org/about
https://www.healthaffairs.org/terms-of-use
https://www.healthaffairs.org/privacy-policy
https://www.healthaffairs.org/jobs
https://www.healthaffairs.org/feedback/show

