
Introduction
Background

The U.S. healthcare system is often lauded for its innovation and commitment to patient safety, but our system 
is challenged by high costs, outcomes that lag other industrialized countries, and concerns over equity.1,2,3,4 These 
challenges are rooted in the history of our healthcare system, which is built on a Fee-for-Service (FFS) structure that 
incentivizes the volume of care delivered without a connection to quality or outcomes. Value-based payment (VBP) 
models change this focus by incentivizing the delivery of high-quality, appropriate care. 

Evolution and opportunities

Results of VBP programs to date have been mixed. A recent report from the Center for Medicare and Medicaid 
Innovation (CMMI) showed that value-based programs produced only modest cost-savings without significant 
improvements in care quality. These findings led to a broad re-evaluation of the goals and application of VBP models 
and, through the incorporation of methodologies to collect, analyze, and address social determinants of health 
(SDOH), they are now recognized as a powerful tool to combat health inequities.5 In the future, a successful value-
based model may be one that positively impacts expenditures, quality, or health inequity.6

Involvement from CAQH CORE

For more than 15 years, the CAQH Committee on Operating Rules for Information Exchange (CORE) has facilitated 
the industry-led development of operating rules to unify data content and infrastructure requirements that guide 
the adoption and implementation of technical standards. CAQH CORE participates in the VBP landscape, and in 
recognition of its evolution, is committed to addressing challenges related to data exchange between stakeholders 
to ease administrative burdens, encourage participation, and advance program goals.
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CAQH CORE Engagement on Value-based Payments
Foundational efforts

In 2018, CAQH CORE identified five operational opportunity areas based on lessons learned on behalf of 
fee-for-service implementation and automation that, if applied to VBP, could streamline implementation 
and administration of innovative value-based programs. The five areas identified were interoperability, data 
uniformity and standardization, risk adjustment, quality measurement, and patient attribution.

Details pertaining to each area are included in the report: All Together Now: Applying the Lessons of Fee-for-
Service to Streamline Adoption of Value-Based Payments. Collectively, this effort informed the development of 
three CAQH CORE Operating Rules designed to simplify patient attribution by giving providers point-of-care 
information detailing the patient assignment to a value-based contract. These rules are described in greater detail 
later in this report.

Updates and expansion

In 2022, CAQH CORE sought to update its research and further investigate the role that new or updated 
operating rules could play in advancing the goals of value-based care. As an initial step, CAQH CORE undertook 
an environmental scan to clarify barriers to the adoption and automation of value-based payment. This was 
informed by in-depth industry research, interviews with stakeholders, and a VBP focus group.

Findings show that stakeholders are still contending with a lack of data uniformity and nascent technical 
interoperability – challenges first identified by CAQH CORE in its 2018 report. Research also identified new issues 
that must be addressed to advance VBP. Primarily, these considerations fall into one of two categories: 

1.	 Understanding and integrating methodologies to address SDOH and health inequities.

2.	 Addressing increasing program complexity affecting contracting and data analysis.

Operating rules that promote uniformity and interoperability, and accommodate new methodologies have the 
potential to advance the goals of value-based care.

Report overview

This report details the findings from the 2022 CAQH CORE VBP environmental scan. The results are broken into 
three areas: the investigation and validation of the initial five operational opportunity areas, the impact of SDOH on 
VBP, and the opportunities presented by increased program complexity. The report concludes with potential next 
steps for CAQH CORE and the industry at large.

Evolution of the Five Operational Opportunity Areas
Industry stakeholders engaged during this work confirmed that the five operational opportunity areas identified by 
CAQH CORE are just as relevant now as they were in 2018. How each operational area contributes to variability in 
the VBP space is briefly detailed below.

https://www.caqh.org/sites/default/files/core/value-based%20payments/core-value-based-payments-report.pdf?token=dxNjR8RY
https://www.caqh.org/sites/default/files/core/value-based%20payments/core-value-based-payments-report.pdf?token=dxNjR8RY
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Data quality and standardization

While data-sharing and analysis is integral to success in VBP, data exchanged between stakeholders is often 
inconsistent or incompatible, which can hinder efficient patient care. Organizations have increasingly recognized 
the need for platforms or methods that integrate key data into actionable insights.7,8,9 Recently, calls to enhance and 
standardize data collection of SDOH reflect an increased emphasis on using VBP models to combat inequities.10,11,12

Initiatives such as the Gravity Project, an HL7 FHIR Accelerator, seek to align the data output from SDOH screening 
tools. The Gravity Project is also contributing to efforts that expand the available set of ICD-10 Z-codes that detail 
the social risks that may influence care.13 Activities at the federal level are also advancing the use of SDOH data, 
with the Office of the National Coordinator for Health Information Technology (ONC) recently releasing the Social 
Determinants of Health Exchange Toolkit to promote the exchange of social information.14 Medicare and the Office 
of Management and Budget (OMB) are similarly soliciting public feedback on the types and transfer of SDOH 
information.15,16 

Interoperability

Interoperability, empowered by existing and emerging technologies, is essential to support VBP operations but 
remains an obstacle to widespread adoption. Given the varied stakeholders and techniques involved, multiple 
technical standards are needed. For example, complex reporting requirements are fulfilled using the X12 837 Claim 
Submission transaction that facilitates the exchange of supplementary diagnostic or procedure information through 
quality data codes, like CPT II, or ICD-10. Additionally, performance monitoring of quality and financial benchmarks 
can be achieved using API-driven modalities supported by HL7 FHIR standards; approaches are currently being 
refined in the HL7 Da Vinci Project Value-based Performance Reporting Use Case.17 

Interoperability remains of great interest to healthcare stakeholders because it can eliminate wasteful, manual 
workflows that drive up costs and perpetuate operational deficits.18,19 Industry stakeholders also acknowledge that 
interoperability supports modern technical infrastructures that promote innovation and facilitate the inclusion 
of methodologies to exchange SDOH data and drive the involvement of community resources in care team 
discussions.20,21

Patient risk stratification

Risk stratification or adjustment is the practice of cataloguing patient characteristics to ensure resources are 
appropriately devoted to their care and well-being. At the time of the original CAQH CORE report, risk adjustment 
was already a challenge for VBP participants, mainly due to differing models used between programs and payers 
and a lack of transparency about how “risk” was calculated. Today, these concerns remain, but the debate has 
expanded into how social risks can be quantified. Industry experts are considering a variety of strategies, such as 
the collection of key demographic variables and the incorporation of imputed risk scores, but additional testing and 
validation will be required before any solution is implemented widely.22,23,24

Underpinning these concerns are federal-level discussions about the need for risk adjustment reform. This stems 
from a perception that risk adjustment models may be “gamed” by Medicare Advantage plans through coding 
practices that result in higher-than-expected patient acuity. Some contend these practices threaten the long-
term solvency of Medicare. This could trigger significant risk adjustment reforms, which could have downstream 
consequences for VBP models.25,26 

https://www.healthit.gov/sites/default/files/2023-02/Social%20Determinants%20of%20Health%20Information%20Exchange%20Toolkit%202023_508.pdf
https://www.healthit.gov/sites/default/files/2023-02/Social%20Determinants%20of%20Health%20Information%20Exchange%20Toolkit%202023_508.pdf
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Patient attribution 

In VBP contracts, patients are assigned to providers using a variety of methods. Methodologies often include 
identifying the provider with whom a patient has a plurality of claims, visits, or spend during a defined period. 
Differences in approaches used by health plans make it difficult for providers to easily or reliably identify attributed 
lives. Further, the information health plans provide to clarify attribution often arrives in varying formats and at 
differing intervals, perpetuating time-consuming manual work. 

CAQH CORE Participating Organizations addressed these challenges with the publication of three CAQH CORE 
Operating Rules that outline consistent data content and technical requirements for health plans to provide rosters 
of all patients attributed to a VBP contract (CAQH CORE Attributed Patient Roster X12 005010X318 834 Data 
Content and Infrastructure Rules) and to indicate patient attribution to a VBP contract during eligibility checks 
(CAQH CORE Eligibility and Benefits (270/271) Single Patient Attribution Data Rule). 

Despite progress in this area, upwards of 40% of providers still indicate that they are unsure which patients 
are attributed to them.27 Industry stakeholders, particularly provider groups, have expressed a desire for the 
CAQH CORE Patient Attribution Operating Rules to be federally mandated as a method to require point-of-care 
indications about whether a patient is attributed. CAQH CORE recently submitted the Single Patient Attribution 
Rule to the National Committee for Vital Health and Statistics (NCVHS) for consideration for federal mandate by the 
Department of Health and Human Services (HHS). 

Quality measurement

Measuring care quality and outcomes is needed to assess the value of care delivery; however, providers 
participating in VBP contracts are burdened by a high volume of varying quality reporting requirements. Efforts 
are on-going to support simplification, with CMS undertaking efforts to refine quality measure sets across 
programs, reducing the number of measures and aligning reporting with meaningful indicators, such as key clinical 
markers and patient milestones.28 Additionally, CAQH CORE heard challenges in its research around inconsistent 
expectations across health plans for how and when to submit quality measurement information. 

Developments in quality measurement are also extending to topics such as the incorporation of social risk and the 
use of new technologies. Groups like the National Committee for Quality Assurance (NCQA) are advocating for the 
inclusion of social risk into quality measurement to better reflect non-clinical attributes that affect patient care.29 
Further they recommend the use of FHIR-based APIs for quality reporting, believing their ability to easily integrate 
multiple, disparate data sources is essential to strengthen digital quality measurement and the new Electronic 
Clinical Data System reporting standard.30 CAQH CORE supports new data elements and technologies to advance 
quality measurement. Business rules can align the industry around minimum requirements and set common 
expectations for data exchange.

An interdependent framework

Revisiting the five operational opportunity areas showed their continued relevance to the adoption and 
streamlined administration of value-based payment programs. Each area has evolved to accommodate shifting 
VBP priorities, including the capture and analysis of SDOH data used to combat health inequity, as well as the 
emerging impact of new technologies - like HL7 FHIR-based APIs.

https://www.caqh.org/core/attributed-patient-roster-operating-rules
https://www.caqh.org/core/attributed-patient-roster-operating-rules
https://www.caqh.org/sites/default/files/core/CAQH%20CORE%20Eligibility%20Benefits%20270_271%20Single%20Patient%20Attribution%20Data%20Rule%20vEB.1.0.pdf
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Additionally, reinvestigation of the five operational opportunity areas aids in a greater appreciation that each 
domain is interconnected and interventions targeting one area have downstream impacts on others. Figure 1 
demonstrates this concept and CAQH CORE and its Participating Organizations will consider this framework 
throughout rulemaking efforts. 
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Emerging Issues in VBP 
The five operational opportunities in the 2018 CAQH CORE report remain relevant to the implementation and success 
of VBP models. As VBP matures, however, emergent issues are informing a re-evaluation of the barriers that challenge 
adoption. During this comprehensive review, two themes were continually raised: challenges and opportunities 
incorporating SDOH into VBP model design and the difficulties presented by the growing complexity of VBP models. 
Each is covered in greater detail below. 

SDOH in value-based care

Healthcare inequities were magnified by the pandemic. To address them, industry has increased efforts to collect and 
analyze social data. However, because no common approach to using SDOH has emerged, progress has been limited.

FIGURE 1: INTER-DEPENDENT FRAMEWORK FOR VALUE-BASED PAYMENT INTEROPERABILITY
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Driving SDOH data collection and uniformity

Key industry stakeholders, including Medicare31 and the HCP-LAN Health Equity Advisory Team (HEAT),32 recognize 
the need to update and align SDOH data sources and screening tools. Doing so creates a basis for the development 
and scaled implementation of interventions that address health inequities. Organizations like the Gravity Project 
are unifying coding output from SDOH screening tools and contributing to a more robust list of ICD-10 Z-code 
diagnoses used to document patient-level social risks.33 ONC also recently released the SDOH data exchange toolkit 
with best practices and technical infrastructures that support transfer of social information.34

Additional activity at the federal level is stimulating a standard approach to the capture and exchange of SDOH 
data. Recent requests for information issued by CMS35 and OMB,36 are seeking public input about best practice 
SDOH data exchange methods and the suitability of updating race and ethnicity statistical standards. These RFIs 
could result in swift impacts and greater industry alignment around data collection and exchange standards if 
public input justifies regulatory action. CMS closed their RFI on March 13 and the OMB solicitation ended on April 11, 
2023. CAQH CORE is monitoring responses to both requests to help inform the need for operating rules.

Benefit of incorporating social risk data into model design

Undertaking activities related to the collection and utilization of SDOH data has direct benefits to VBP models. 
For example, unifying collection contributes to the quantification of social challenges, which in turn can be used 
to strengthen the risk adjustment models that affect financial and performance benchmarks.37,38,39 Additionally, 
integration of social circumstances supports meaningful care coordination between providers and community-
based organizations (CBOs) by affording the opportunity to detect and document unmet social needs. Efforts such 
as the ONC 360X initiative seek to advance these care relationships by facilitating closed-loop referrals between 
providers and CBOs; however, more work and investments are necessary before this is carried out at a large 
scale.40,41 

Opportunities within SDOH

Incorporating SDOH into VBP programs presents an important, yet challenging opportunity. Through industry 
engagement and interviews, CAQH CORE documented support for impactful interventions that leverage existing 
transactions and infrastructures that would minimize implementation burden while accommodating progress 
toward a more equitable health system. 

First, strategies to promote the usage of ICD-10 Z-codes, which are specifically designed to capture non-clinical 
factors affecting patient care and are inclusive of social risk, can generate a more complete picture of the impact 
that SDOH have nationally. However, use of Z-codes is limited for a variety of reasons, including a lack of resources, 
training gaps, and missing diagnoses.42 Though these are complex barriers to overcome, establishing a best practice 
pathway for the recording of supplementary ICD-10 Z-codes within the X12 837 Health Care Claim Submission 
transaction was identified in stakeholder interviews as a potential route to encourage engagement and usage. 

Second, interviews and research highlighted the importance for health plans to standardly collect socio-
demographic information during member enrollment, including self-reported race and ethnicity data. This 
information can be used to enhance interventions or provide insights into the patient populations aligned to VBP 
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programs. Unfortunately, health plans do not adhere to a single data collection standard, limiting interoperability 
between plans, as well as broader, population-level insights that could be used to develop common frameworks 
that combat health inequity. Unifying the industry around best practice data sets for the collection of race 
and ethnicity or other socio-demographic information in the X12 834 Benefit Enrollment Transaction can help 
standardize data collection for socio-demographic data collection. 

CAQH CORE is committed to supporting the growth and sustainability of interventions that address harmful health 
disparities and will consider potential solutions to further these identified opportunities.

Relative Complexity of VBP Programs
Participation in VBP models has grown steadily over the past decade and - despite most models falling short of 
producing meaningful savings - providers and health plans foresee that adoption of VBP models will continue 
to increase.43 This establishes a context where more stakeholders will be forced to grapple with the growing 
complexities of implementing and managing a VBP program.

The difficulties and costs of managing and participating in VBP programs have long been recognized. For example, 
providers participating in the MIPS program report financial and time costs that outstrip the potential incentive 
bonus.44,45 Similar barriers are reported for Medicaid VBP programs that often do not sufficiently fund necessary 
infrastructure development.46 Start-up costs and infrastructure requirements can similarly discourage participation.47 
Several areas emerged during research and stakeholder interviews related to this program complexity.

Data and IT infrastructure

A strong IT infrastructure is important across all aspects of healthcare, particularly for VBP programs.48 
Unfortunately, uniform exchange of data between stakeholders is still lagging. Additionally, tools to centralize 
and standardize the transfer of information, such as EHRs, have not yet been leveraged to their full potential to 
function as a central hub for data sharing and exchange.49 Interviews with industry stakeholders also highlighted the 
untapped potential of community health information exchanges, which have not been widely implemented outside 
of small pilot programs.

Once the collection and standard exchange of information is solved, a second issue arises: the desire to use the 
data that is available for analysis and action.50 Doing so often requires significant infrastructure investments, 
whether through in-house development or via vendor-based solutions.51,52 As previously highlighted, many VBP 
programs do not provide the necessary start-up funds to cover the full cost of such investments. From experience, 
industry stakeholders highlight that prohibitive costs can lead participants to over-extend their finances or enter 
revenue-sharing relationships with vendors who, in return for their service, benefit by getting a piece of any savings 
produced through participation.

Those obstacles aside, once a participant has made the commitment to developing or obtaining an analytic 
platform, they are faced with myriad choices. There are hundreds of analytic solutions, both free-standing and as 
a bolt-on product to EHRs or practice-management systems. The sheer number of options raises concerns around 
differing methodologies and divergent technical infrastructures – points that may harm the long-term interoperable 
exchange of information necessary to successfully coordinate VBP programs.



ISSUE BRIEFCAQH CORE MAY 2023

8

Contractual complexities

Contracting also introduces considerable complexity to VBP models, arising from differences in how common terms 
and methodologies are defined. For example, the establishment of high quality networks of providers can augment 
success in VBP models; however, the methodologies used to evaluate high-value providers can differ between 
health plans, diminishing the potential cost-saving or quality benefits.53 These differences contribute to a push-and-
pull between providers and health plans who are seeking alignment around contractual language that promotes 
mutual accountability for performance monitoring and financial risk.54,55 These complexities compound when 
extended to innovative approaches to VBP, such as the incorporation and incentivization of SDOH data.56,57

Opportunities within program complexity

Program complexity has increased the burden of participation in value-based programs. Though VBP is sometimes 
complex out of necessity – coordinating a population of patients across the spectrum of care is not easy – 
stakeholders are quick to point out that certain controls could ease the initiation and administration of contracts. 
One such method is to develop a common set of terms and definitions that can be used across programs and 
participants, so the language used during negotiation and other initiation activities is consistent. 

Further, technical infrastructures are imperative to streamlining healthcare, but as more responsibility is placed 
on VBP participants, strategies must support the efficient development and integration of solutions meant to 
provide analytic insights and unite care teams onto a single platform. Industry stakeholders agree that a minimum 
set of technical infrastructure requirements that support the quick and secure exchange of information between 
trading partners is necessary to coordinate care between providers and services that fall outside of traditional care 
pathways.

Integration of common definitions and infrastructure requirements into VBP rule development efforts could ensure 
considerations specific to the administration of VBP programs are fully and appropriately reflected in industry 
business requirements. 

Call to Action
No longer just a demonstration, VBP programs are present across a wide array of health plans and attract provider 
participants from across specialties who care for diverse patient populations; however, challenges remain. Nascent 
interoperability is an issue across the healthcare industry, but one that becomes compounded in value-based care 
due to the extensive coordination required between multiple stakeholders. Moreover, the concept of value-based 
care is changing. The industry has pivoted and sees VBP models as a way to combat inequities that exist in the U.S. 
healthcare system. 

CAQH CORE is at the center of healthcare interoperability, publishing operating rules that provide a uniform way for 
industry stakeholders to automate data exchange. There is significant variability within the administration of VBP 
that can be addressed through thoughtful consensus-based, industry led interventions. The areas of opportunity 
presented in this report provide a foundation for greater uniformity within the VBP space that can be achieved by 
updating existing or creating new operating rules. CAQH CORE and its Participating Organizations have launched 
a Value-based Payment Subgroup to address these topics. To join this initiative and lend your organizational 
perspective and voice to the process, please contact CORE@caqh.org.

mailto:CORE%40caqh.org?subject=
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Figure 2 demonstrates how the various opportunities discussed in this report can support an inter-dependent 
framework of VBP interoperability. 
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FIGURE 2: EXPANDED INTEROPERABILITY FRAMEWORK

About CAQH CORE

CAQH CORE was formed to drive the creation and adoption of healthcare operating rules that support 
standards, accelerate interoperability, and align administrative and clinical activities among providers, 
health plans, and consumers. CAQH CORE Participating Organizations represent more than 75 percent 
of insured Americans, including health plans, providers, vendors, government entities, and standards 
development organizations. CAQH CORE Operating Rules addressing eight healthcare business 
transactions have been issued to date. For more information, visit www.caqh.org/CORE.
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