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ABSTRACT

In 2010 a bundled payment system for diabetes care, chronic obstructive pulmonary disease
care, and vascular risk management was introduced in the Netherlands. Health insurers now
pay a single fee to a contracting entity, the care group, to cover all of the primary care needed
by patients with these chronic conditions. The initial evaluation of the program indicated that it
improved the organization and coordination of care and led to better collaboration among
health care providers and better adherence to care protocols. Negative consequences included
dominance of the care group by general practitioners, large price variations among care groups
that were only partially explained by differences in the amount of care provided, and an
administrative burden caused by outdated information and communication technology systems.
It is too early to draw conclusions about the effects of the new payment system on the quality
or the overall costs of care. However, the introduction of bundled payments might turn out to
be a useful step in the direction of risk-adjusted integrated capitation payments for
multidisciplinary provider groups offering primary and specialty care to a defined group of
patients.

Many countries are seeking ways to better integrate the delivery of services and to provide more effective
and less expensive care. For example, the US health care system has begun experimenting with bundled
payments—ypaying a single fee for all medical services involved in an episode of care, such as a
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hospitalization—and accountable care organizations."™ In the Netherlands, numerous initiatives have been
introduced since 2007 to improve the quality of care for chronically ill patients.” The fragmentary funding
of these initiatives hampered the establishment of long-term programs for the first three years. But in 2010
a bundled payment approach for diabetes care, chronic obstructive pulmonary disease care, and vascular
risk management began to be implemented nationwide.

In this bundled payment model, health insurers pay a single fee to a principal contracting entity—a new
legal entity called a care group—to cover all elements of primary care for patients with a specific chronic
disease. Care groups consist of multiple health care providers and are often owned by general practitioners.

The Dutch government appointed a committee to evaluate the experience with the bundled payment
system. This article discusses the main findings of the evaluation so far, as well as its implications for the
applicability of bundled payment in general.

First, we describe the background and the basic premises of the bundled payment system, its goals, and the
means used to reach them. Second, we describe the Dutch evaluation approach. Third, we report initial
experiences with the system, based on our research findings and group interviews with stakeholders.
Finally, we discuss the main policy questions raised by bundled payments in the Netherlands, compare the
Dutch system with similar initiatives in the United States, and explore possible future directions for bundled
payment.

THE BACKGROUND OF THE DUTCH BUNDLED PAYMENT SYSTEM

The context of the Dutch bundled payment system is described in the online Appendix.® Two weaknesses
in the Dutch health care system in general led to the introduction of this new system of payment for the
chronically ill.

The first weakness is that primary care has been provided mainly in small physician practices that lack the
capability to deliver a spectrum of needed care to the chronically ill. The average number of general
practitioners per practice is 2.2.” Fifty-seven percent of these practices have no formal collaboration with
practitioners of other primary care disciplines, such as physiotherapists or pharmacists.? This makes it
difficult to coordinate the care of patients with chronic diseases. A major cause of the fragmented
organization of primary care is fragmented funding. Dutch general practitioners are paid according to a
system that combines capitation and fee-for-service payments, whereas other primary care providers, such
as physiotherapists, are paid on a fee-for-service basis.

The second weakness concerns the strict division between primary and specialty care. This division works
well for acute problems, when the primary care filter limits patients’ use of expensive specialists to
necessary care. But for the chronically ill, who need both generalist and specialist care on an ongoing basis,
the division obstructs the delivery of integrated care. Financing primary and specialist care separately
hinders collaboration. This is because the efficiency gains from such a collaboration are rarely passed on to
primary care providers and are likely to harm the financial interests of specialists.

Many initiatives have been introduced to increase the efficiency and improve the quality of diabetes care
in the Netherlands.® However, the fragmentary funding of these initiatives hampered the establishment of
nationwide, sustainable programs. Legal barriers and differences in culture among medical disciplines also
hindered the provision of integrated care, but the funding system seemed easier to change, and doing so had
the potential to help lower other barriers.

THE BASIC PREMISES OF BUNDLED PAYMENT

Several European countries have encountered similar problems in organizing disease management and
have sought to improve their payment systems.*® The bundled payment system is the Dutch solution to the
above-mentioned problems. It makes it possible for different elements of care for specific chronic diseases
to be purchased, delivered, and billed as a single product or service.

Health insurers pay a single fee to a principal contracting entity—the care group—which serves as the
general contractor and is responsible for organizing care and ensuring its delivery. The term care group
refers to the principal contracting organization involved in a bundled payment contract with an insurer, not
to the health care providers who actually deliver the care. The care group either delivers the various
components of care itself or subcontracts with other health care providers, such as general practitioners,
laboratories, dietitians, and specialists, to deliver them. The price for each bundle of services is negotiated
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between the insurer and the care group, and the fees for the subcontractors are negotiated with the care
group.

The services to be included in generic care bundles have been described in disease-specific health care
standards.* These have been set at the national level in the Netherlands and agreed on by national
associations of providers and patients. Promoting self-management and individual care plans for patients
are innovative elements in the standards. Services in the care bundles are fully covered by the basic
insurance that is mandatory for all Dutch citizens, which means that these services require no additional
payment from patients. The standards specify only the treatment activities. In an attempt to encourage
competition among providers, the standards do not specify the discipline of the provider who delivers the
care.

Regulated competition among care groups for contracts with health insurers and among subcontractors for
contracts with care groups are designed to provide appropriate incentives for well-coordinated care at a
reasonable price. The contracts specify the obligations of the care group to provide the insurer with
performance indicators for both processes (for example, the percentage of patients who had foot
examinations in the previous twelve months) and outcomes (for example, the percentage of patients whose
blood sugar levels are under control).

Currently, the new bundled payment system is voluntary. Insurers and providers are free to use it or stick
to the traditional way of paying for health care. After the transition stage ends in 2012, the evaluation
committee appointed by the minister of health will recommend whether or not the system should be
maintained, changed, or expanded.

The evaluation committee consists of a multidisciplinary team of scientists with expertise in primary care,
health economics, and integrated chronic care; a general practitioner who is on the board of a care group;
and the manager of a care group. The committee’s work is supported by researchers from the National
Institute for Public Health and the Environment. The members of the committee and the researchers are the
authors of this article, which is based on the first and second official interim reports of the committee
submitted to the Dutch minister of health. The final report will be published later in 2012.

STUDY DATA AND METHODS

The evaluation committee developed a framework for assessing the bundled payment system. Research
guestions were derived from an analysis of the theory behind the system. The questions concern the main
and side effects of the system’s implementation and the conditions for that implementation. The analysis
considered the perspective of patients, insurers, care groups, and subcontracted health care providers.

The material presented in this article is based on a secondary analysis of research, the perceptions of the
members of the evaluation committee, and the results of four roundtable discussions with stakeholders from
the different perspectives listed above.

NATIONWIDE IMPLEMENTATION OF BUNDLED PAYMENT

In 2007 the Netherlands began experimenting with a bundled payment approach in ten care groups with a
focus on diabetes. The experiments were evaluated by the National Institute for Public Health and the
Environment. The results showed that the introduction of bundled payments and care groups had both
positive and negative consequences, as well as some unknown effects.>**

The positive consequences were better collaboration, better process quality (adherence to protocols), and
more transparency. The negative consequences were dominance of the care groups by general practitioners,
large price variations that were only partially explained by differences in the provision of care, and an
administrative burden. That burden was a result of the fact that information and communication technology
systems were not adapted to the new situation, which requires multidisciplinary registration and the
provision of quality indicators. The effects of implementing bundled payment on patient outcomes such as
blood sugar levels and costs were unknown.

In September 2009 the Dutch Parliament approved the nationwide implementation of bundled payment for
diabetes care, chronic obstructive pulmonary disease care, and vascular risk management. The number of
care groups increased sharply in anticipation of the new payment system. By March 2010 more than 100
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care groups had been established, and about 80 percent of all Dutch general practitioners were participating
in a care group for diabetes care.™

The care groups were almost exclusively owned by general practitioners and operated on a regional scale.
In all of the care groups, general practitioners and practice nurses—nurses who are mainly involved in
performing checkups for the chronically ill—provided diabetes care. Subcontracted care was provided by
dietitians (in 69 percent of the care groups); internists (65 percent), mostly involved on a consultative basis;
ophthalmologists (58 percent); and laboratories (58 percent).™

It is still too early to draw conclusions about the effects of the bundled payment system on the quality or
overall cost of care. However, the introduction of the system led to considerable debate among the different
stakeholders. We describe the issues debated from the perspective of patient organizations, insurers, care
groups, and subcontracted health care providers.

Patient Organizations

Patient organizations expressed the view that the traditional provision of primary care in the Netherlands
is fragmented and consequently results in the absence of integrated care. Involved in the development of
health care standards, these organizations typically stressed the importance of promoting patients’ self-
management and the development of individual care plans.

The organizations argued that it is still too early to assess whether the new system of bundled payment
contributes to more integrated and better coordinated care. In fact, they reported little experience—either
positive or negative—with the system. Many patients might not be aware that they are included in a
bundled payment program, because bills go directly to their insurer—which might explain the lack of
experience reported by patients. Patient organizations did not report that selective subcontracting of primary
care providers by care groups limited patients’ choice of providers.

Insurers

Although health insurers generally endorsed the aim of better integrated care, they differed in their views
of the bundled payment system. Most insurers supported the new system for diabetes and have signed
contracts with most of the new care groups for the provision of diabetes care. However, insurers see the
bundled payment as a kind of “black box,” because they pay a fixed price per patient without being
informed at the patient level about what consultations take place. Performance indicators are provided only
at the aggregated level of the care group.

Normally, the price for each bundle of services is negotiated between the insurer and the care group and is
paid in the form of a fixed price per patient with the relevant diagnosis. Subcontractors are paid on a fee-
for-service basis and negotiate their fees with the care group.

However, the largest insurer, Achmea, prefers to pay a separate fee to the general practitioner for the
coordination of care in addition to the regular capitation fee that the general practitioner receives for each
patient registered in his or her practice. Other providers in the program are paid not by the care group but
directly by the insurer on the usual fee-for-service basis.

Achmea’s primary concern about the bundled payment approach is that it is unclear which services the
insurer is paying for. This concern is supported by research showing large variations among care groups
with regard to price as well as to reported performance information.>** An analysis of a sample of eighty
contracts showed that prices and requirements regarding transparency and quality were not related.*

Worries about “double funding” also play a role. It is difficult for insurers to check whether the treatment
of diabetes patients with other chronic conditions is paid for twice, both via the bundled payment and via
the traditional fee-for-service payment that general practitioners may charge for each consultation (in
addition to the fixed fee for each patient registered in their practices). Furthermore, insurers reported fears
that care groups will cherry-pick patients, selecting for the bundled payment system only those whose
conditions are relatively stable and simple and leaving the more difficult and expensive cases to be paid for
in the traditional way. At present, there is no empirical evidence of such behavior.

Another problem that insurers see in the new system is the extra administrative costs resulting from the
contracts between insurers and care groups and between care groups and subcontractors. These are extra
costs because the regular contracts between insurers and providers still exist for health problems and
diseases that are not included in the bundled payment system.

Finally, insurers also expressed concerns about the lack of competition associated with the dominant
market position of the new care groups. In many regions there is only one care group, usually owned by
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most of the local general practitioners. The analysis of contracts mentioned above showed that higher prices
were paid in regions that had fewer care groups than in regions with more groups.*

Care Groups

Managers of care groups were generally positive about the organizational improvements in care under the
bundled payment system. They reported improved collaboration within primary care and between primary
care providers and specialists. Among the positive aspects mentioned was the ability of the care group to
steer the care process, by enforcing adherence to protocols or by selecting good subcontractors. The
managers also reported being increasingly able to supply health care providers with feedback about their
performance relative to the average care group performance and to give insurers information about
performance. However, the information technology in most care groups was not yet adequate to deliver all
of the needed information.

Several care groups complained about insurers’ unwillingness to conclude bundled payment contracts.
The groups pointed out that insurers could refuse to conclude contracts because of their powerful position
in the highly concentrated insurance market. In 2010, 90 percent of the Dutch population had insurance
from one of four major health insurers, while the remaining six small insurers had established a purchasing
cooperative.'® Despite the high market concentration, price competition among insurers is strong, resulting
in low profit margins (0.5 percent in 2010).%" So far, there is no evidence that insurers exploit their regional
buying power to obtain unreasonably low prices from care groups.

Furthermore, care groups were worried about the abundant and time-consuming red tape created by the
need to sign contracts with multiple insurers. The fact that insurers use different payment methods caused
problems especially in regions where the largest insurer’s practices were not followed by other insurers. In
such cases, care groups had to deal with two quite different payment systems at the same time.

Several care groups also reported difficulties in assigning correct payments to subcontractors when more
than one bundled payment was applicable to patients with other chronic conditions. For example, with
diabetes patients at risk for vascular complications, the activities of a dietitian might fall under two types of
bundled payment.

Furthermore, care groups reported that savings in specialist care resulting from good performance by the
groups could not be fully passed along to primary care providers in the form of shared savings. This is
because the reimbursement of hospitals and medical specialists is legally separated from payments to
primary care providers.

Subcontracted Providers

Subcontractors concluded that the implementation of the bundled payment system improved the
coordination of care. However, they worried about the possible exploitation or exclusion of individual care
providers as a result of the powerful bargaining position of care groups. The subcontractors feared that
traditional primary care partners such as dietitians, laboratories, and physiotherapists might be excluded
because care groups could choose cheaper solutions. For example, the care groups could direct nurses
employed by a primary care practice to give patients dietary advice, instead of subcontracting that type of
care to better-qualified but more expensive dietitians.

So far, only anecdotal evidence exists for such behavior. For example, we have seen no solid evidence of
the exploitation of subcontractors by undercutting their prices. Rather, subcontractors—especially providers
of physical therapy—have organized themselves into regional groups to negotiate with care groups, thus
strengthening the subcontractors’ bargaining position.

Another concern reported by subcontractors is that general practitioners have a potential conflict of
interest because they are simultaneously commissioning care—as owners of the care group—from
subcontractors and providing care themselves. Care providers reported that the financial aspects of a
contract tend to dominate the discussion, instead of the quality of care.

Subcontractors also reported positive effects of bundled payments. One example was that their record
keeping improved as a result of the formalized working arrangements between care groups and individual
providers.

General practitioners expressed the concern that disease-based financing, such as the bundled payment
approach, will result in a compartmentalization of care, requiring patients to go to different general
practitioners for different diseases. This outcome would be at odds with the idea that primary care should be
comprehensive and patient-centered. Patients with diabetes visit their general practitioner less often because
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of their diabetes than for other reasons,'® which demonstrates the importance of a patient-centered rather
than a disease-oriented approach.

DISCUSSION

The new system of bundled payment led to important changes in the financing and delivery of chronic
care in the Dutch health care system. In a relatively short period of time, care groups were created
throughout the country, providing integrated, multidisciplinary care for patients with diabetes and—to a
lesser extent—those with chronic obstructive pulmonary disease and at risk for vascular problems.

In two respects, these arrangements constituted a major break with the past. First, they forced disciplines
within primary care to collaborate routinely, whereas in the past such collaboration was more ad hoc and
voluntary. Second, the introduction of regulated competition meant that negotiations with insurers on price
and quality took place at the regional level, whereas in the past they had taken place at the national level
among organizations of providers and insurers, working within regulatory constraints imposed by the
government.

Lessons For The United States

The experiences of the Dutch bundled payment system are of particular interest to the United States, with
the introduction of bundled payment initiatives and accountable care organizations in the Affordable Care
Act of 2010."%® The Dutch and US initiatives are both aimed at improving the incentives for efficient,
high-quality, well-coordinated, and patient-centered care.

Yet there are also important differences. Whereas the Dutch bundled payment system is targeted at
specific chronic diseases and outpatient care, the US bundled payment initiative is targeted at inpatient and
postacute care. In comparison to the Dutch care groups, accountable care organizations in the United States
have a much broader scope, including hospital care.

Accountable care organizations also have to satisfy stringent and complex legal requirements, such as the
required reporting of thirty-two quality measures. Although the final rule on accountable care
organizations, released on October 20, 2011, considerably reduced the requirements that were initially
proposed, barriers to becoming an accountable care organization still seem quite substantial, and the
financial viability of such organizations is unknown.**?

In contrast, in the Netherlands there were only minor legal requirements for establishing care groups.
Furthermore, no major investments were required because most providers continued to work in the
prevailing small and medium-size practices. The tremendous growth in the number of care groups indicates
that the negotiated payment levels—particularly those for diabetes care—made forming or joining such a
group very attractive. The downside of the minimal requirements for care groups is that quality reporting is
still in its infancy, and several care groups have obtained very large regional market shares.

Both the new care groups and insurers had no experience with negotiating about the organization and
payment of integrated care. Care groups also had to learn how to manage their relationships with
subcontractors. Subcontractors had to follow guidelines more closely than in the past and to keep records in
a more structured way, often in a separate system alongside their own system. Given the novelty of these
developments, it is not surprising that there is much variation in performance among care groups.

Just as there are US predecessors for accountable care organizations, several primary care organizations
similar to the current Dutch care groups had been established well before the introduction of the bundled
payment system. Some of these older care groups in particular show positive results in outcomes and in
limiting the need for specialist care.” Most of these groups had a lengthy tradition of collaboration and well-
developed leadership.

At the other extreme, some newly established groups seem to be driven mostly by financial incentives.
They see the new system chiefly as a different way to charge for care—including that provided to patients
who have a preliminary stage of diabetes—and show no real improvement in the quality of care they
provide.

It is up to insurers to determine whether they get value for money based on a complex set of structure and
outcome indicators. Many of these indicators are not yet readily available for new programs such as
bundled payment. Thus, it is often difficult for insurers to check whether they are charged for care more
than once and whether the care has been delivered as agreed. Health care standards are broadly defined,
which is appropriate because care has to be tailored to each patient’s individual situation. But that lack of
precision contributes to insurers’ uncertainty about whether they are getting value for the money.
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Even more fundamental is the relatively powerful position of the care groups in a region. Despite the fact
that the Dutch Healthcare Authority can counteract the abuse of market power—for example, by setting
maximum prices—it is unclear whether this gives care groups sufficient incentives to provide high-quality
care at a reasonable price. This uncertainty at least partially explains the reluctance of health insurers to
support the new payment system.

The Future Of Bundled Payment In The Netherlands

In the future, success in paying for primary care through bundled payment depends on achieving higher
quality at affordable cost. Even in well-performing care groups, it is likely to take years before cost savings
become visible. Will policy makers be able to wait, given current heavy pressure to contain health care
costs? The evaluation committee has initiated a study on the effects of bundled payments on the total costs
of care, including the payments’ effects on hospitalization. The first results of this study are expected in
mid-2012.

Further implementation of bundled payments for other chronic diseases is being considered in the
Netherlands. However, this would make the problem of how to deal with patients with multiple diseases
even more complex. Eventually, the introduction of bundled payment might turn out to be a useful step in
the direction of risk-adjusted integrated capitation payment for multidisciplinary provider groups offering
primary and specialist care for a defined group of patients. Risk-adjusted payments should be based on the
risk profile of the patient population. Policy makers or health insurers setting those payments could benefit
from the experiences with the risk-equalization scheme for Dutch health insurers that has been developed
during the past two decades.?
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