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Abstract

Pay for performance (P4P) has become a popular strategy to reward quality and cost-efficiency in 

behavioral health care and other health care disciplines. This column presents the results of a 

literature review of P4P in behavioral health care. Fifteen empirical studies evaluating the 

outcomes of behavioral health services provided in a P4P system were identified. The limited data 

suggest that P4P can achieve its desired effect. More research is needed on outcomes, 

performance, and unintended consequences.

Health care costs in the United States surpass those in other industrialized nations, but 

higher costs are not accompanied by superior health outcomes. The Institute of Medicine 

recently highlighted this deficiency in two reports and recommended developing pay-for-

performance (P4P) structures as one vehicle to link reimbursement to quality with the aim of 

reducing costs and encouraging innovation. P4P is an umbrella term for providing financial 

incentives for achieving specific targets that promote quality.

P4P in health care is increasing rapidly in the United States. More than 100 programs 

provide financial incentives to either the physician or agency for meeting certain standards. 

In the past decade, at least six reviews have evaluated evidence for P4P in general medical 

care. Results are mixed, and few studies have had rigorous designs; however, results suggest 

that P4P can lead to improved quality and efficiency. In behavioral health care, the most 

recent survey counted 24 P4P programs and indicated increasing use. [An online supplement 

lists references for the reviews and survey.] To our knowledge no systematic review has 

assessed studies of the use of financial incentives to improve performance in behavioral 

health care.

Review of P4P in Behavioral Health Care

We identified articles that assessed the effect of P4P strategies on mental health care and 

substance abuse treatment by searching four databases (PubMed, PsycINFO, Web of 

Science, and Google Scholar), one search engine (Google), and one market intelligence firm 

report database (Open Minds). The following terms were used: pay for performance, value-

based purchasing, performance-based contracting, and either behavioral health, mental 

health, or substance abuse. Titles and abstracts were assessed for eligibility, and studies were 

included if they evaluated the effects of P4P on mental health care or substance abuse 
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services. We reviewed bibliographies of retrieved articles for relevant additions. Reviews, 

descriptive studies, and nonempirical studies were not included.

More than 100 descriptive studies and opinion pieces on “pay-for-value” and 15 quasi-

experimental studies evaluating the effects of P4P on mental health or substance abuse 

services were identified. The study designs were diverse and included pre-post, cross-

sectional, and randomized controlled trials. All 15 studies were conducted in the United 

States. Four (1–4) examined P4P programs implemented nationally, and 11 examined 

programs implemented in a state or county: Maine (five studies [5–9]); Delaware (three [10–

12]); Massachusetts (one [13]); Baltimore, Maryland (one [14]); and King County, 

Washington (one [15]). Outcomes included organizational, clinician, and patient factors, 

such as client retention, wait time, occupancy, length of stay, target threshold of treatment 

provided, and program completion (Table 1).

Eighteen outcome domains were identified and included access, continuity, satisfaction, 

efficiency, engagement, and treatment fidelity. Twelve studies found a positive effect of P4P 

on all 18 outcomes. All therapist-level measures found positive effects in the intended 

direction. Two studies found no effect of P4P on four of the outcomes at the patient or 

organizational level (2,6), and two found a negative effect on four of the patient-level 

outcomes (4,6) (Table 1). Null results were hypothesized to have resulted from a concurrent 

initiative that opposed the goals of the performance contract (6) or to have been an 

unintended consequence of the incentive itself, which prioritized one outcome over the other 

(4). Eight studies (4–9,11,12) also evaluated the effects of P4P on gaming (such as patient 

selection and dumping) and other unintended consequences. Four studies found evidence for 

patient characteristic changes (11,12), information reporting changes (9), and reallocation of 

time to provision of fewer services (4).

Discussion

Empirical data on the effect of P4P in behavioral health care are scarce. The limited data 

suggest that external incentives lead to positive outcomes. Only three of 15 studies had 

negative or null results; on the five outcomes for which a negative or null result was found, 

another study found a positive effect on the same outcome. Differences may have resulted 

from the significant heterogeneity among studies, types of setting (and patient), incentive, 

and specific outcome measures. Many of the studies had pre-post and quasi-experimental 

designs and did not include a control group; only two included randomization. Of note, the 

measures identified in this review were primarily measures of access, continuity, treatment 

fidelity, and engagement. There were no symptom (or medication) outcome measures, nor is 

it possible to make generalizations at this time about P4P with particular disorders or types 

of patient. More research is needed to determine whether P4P can directly improve clinical 

outcomes for patients, rather than proxies of good clinical care.

Our review also revealed a large amount of unevaluated P4P activity in the public sector, 

suggesting that P4P has proliferated in advance of experimental support. More research is 

needed on the effect of performance-based incentives, including isolating the effect of 

specific incentives and level of implementation (organizational versus practitioner), and on 
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unintended consequences, such as gaming. Also needed is research on the cost-effectiveness 

of incentive programs. Collaborative stakeholder approaches to identifying fair and 

transparent incentives would be particularly beneficial.

P4P in behavioral health is simple in concept but complex in execution. Behavioral health 

does not have definitive outcome measures, such as presence or absence of disease or 

mortality, with which to measure outcome. At best, as evidenced in this review, we measure 

processes (or provision of health care services) that research has indicated are likely to 

improve patient outcomes. Operationalizing patient outcomes is complicated by case mix 

and heterogeneity of disorder presentation; for many disorders, the outcome is a change in 

social or functioning status, which is difficult to measure. Compounding these challenges is 

the difficulty of choosing a quality metric to incentivize (for example, efficiency, safety, 

satisfaction, outcome, or progress) to achieve the best effect. With any P4P implementation, 

incentives may lead to behavior against the payer’s or patient’s interest, including behaviors 

that harm consumers whom the incentives are most intended to help.

Beyond P4P and performance-based contracting is significant interest in “value-based 

reimbursement and purchasing.” Despite multiple webinars, white papers, and blog posts 

broadcasting the market shift to value-based reimbursement, our team was unable to locate a 

published definition or description of the term or a discussion of how it is distinguished from 

P4P. In some presentations, value-based reimbursement is synonymous with P4P, whereas in 

other venues, value-based reimbursement appears to include a menu of alternative payment 

models (including P4P, case rates, bundled payments, and capitation) that incentivize 

“value” (rather than volume, such as fee for service). As with performance or quality, value-

based purchasing begs questions of the value of mental health services. This purported 

revolutionary concept of pay for value and value-based purchasing may be a “rebranding” of 

P4P. It appears that the rhetoric and discussion regarding pay for value have outpaced the 

evidence, and we caution the use of terms for which there is no agreed-upon definition or 

consensus.

P4P systems have been increasingly promoted to improve care quality, and as a result, P4P 

has been widely implemented across the United States. Given the complexity of behavioral 

health care, it is especially important to study the effects of P4P on care provision and health 

outcomes and the financial implications of these changes. The current state of the science of 

P4P in mental health care and substance abuse treatment implies that P4P improves, or at the 

very least does not diminish, the behaviors each particular payment system encourages. 

However, current research is not uniform; is largely payer-driven; evaluates P4P by using a 

range of outcome measures across diverse locations, specialties within behavioral health, 

and levels of incentives; and does not directly address clinical outcomes. In addition, 

unintended consequences, such as patient selection and dumping and other gaming 

behaviors, have been identified. With the implementation of the Affordable Care Act and 

Medicaid expansion, accountability for quality and measures for incentive-based approaches 

such as P4P will become even more critical. More research is necessary to determine the 

overall efficacy of P4P in behavioral health. Given the high prevalence of P4P systems in 

behavioral health and initial evaluation efforts, we are optimistic about the potential for 

future high-quality evaluation endeavors.
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Supplementary Material

Refer to Web version on PubMed Central for supplementary material.

Acknowledgments

This review was supported by grant F32 MH103955 from the National Institute of Mental Health, awarded to the 
first author.

REFERENCES

1. Garner BR, Godley SH, Bair CML: The impact of pay-for-performance on therapists’ intentions to 
deliver high-quality treatment. Journal of Substance Abuse Treatment 41:97–103, 2011 [PubMed: 
21315539] 

2. Garner BR, Godley SH, Dennis ML, et al.: Using pay for performance to improve treatment 
implementation for adolescent substance use disorders: results from a cluster randomized trial. 
Archives of Pediatrics and Adolescent Medicine 166:938–944, 2012 [PubMed: 22893231] 

3. Lee MT, Garnick DW, O’Brien PL, et al.: Adolescent treatment initiation and engagement in an 
evidence-based practice initiative. Journal of Substance Abuse Treatment 42:346–355, 2012 
[PubMed: 22047793] 

4. Chuang E, Wells R, Green S, et al.: Performance-based contracting and the moderating influence of 
caseworker role overload on service provision in child welfare. Administration in Social Work 
35:453–474, 2011 [PubMed: 22347768] 

5. Commons M, McGuire TG, Riordan MH: Performance contracting for substance abuse treatment. 
Health Services Research 32:631–650, 1997 [PubMed: 9402905] 

6. Brucker DL, Stewart M: Performance-based contracting within a state substance abuse treatment 
system: a preliminary exploration of differences in client access and client outcomes. Journal of 
Behavioral Health Services and Research 38:383–397, 2011 [PubMed: 21249461] 

7. Shen Y: Selection incentives in a performance-based contracting system. Health Services Research 
38:535–552, 2003 [PubMed: 12785560] 

8. Lu M, Ma CT, Yuan L: Risk selection and matching in performance-based contracting. Health 
Economics 12:339–354, 2003 [PubMed: 12720252] 

9. Lu M, Ma CA: Financial incentives and gaming in alcohol treatment. Inquiry 43:34–53, 2006 
[PubMed: 16838817] 

10. Stewart MT, Horgan CM, Garnick DW, et al.: Performance contracting and quality improvement in 
outpatient treatment: effects on waiting time and length of stay. Journal of Substance Abuse 
Treatment 44:27–33, 2013 [PubMed: 22445031] 

11. McLellan AT, Kemp J, Brooks A, et al.: Improving public addiction treatment through performance 
contracting: the Delaware experiment. Health Policy 87:296–308, 2008 [PubMed: 18325621] 

12. Haley SJ, Dugosh KL, Lynch KG: Performance contracting to engage detoxification-only patients 
into continued rehabilitation. Journal of Substance Abuse Treatment 40:123–131, 2011 [PubMed: 
21094591] 

13. Shepard DS, Calabro JAB, Love CT, et al.: Counselor incentives to improve client retention in an 
outpatient substance abuse aftercare program. Administration and Policy in Mental Health and 
Mental Health Services Research 33:629–635, 2006 [PubMed: 16758330] 

14. Vandrey R, Stitzer ML, Acquavita SP, et al.: Pay-for-performance in a community substance abuse 
clinic. Journal of Substance Abuse Treatment 41:193–200, 2011 [PubMed: 21489739] 

15. Unützer J, Chan Y-F, Hafer E, et al.: Quality improvement with pay-for-performance incentives in 
integrated behavioral health care. American Journal of Public Health 102:e41–e45, 2012 [PubMed: 
22515849] 

Stewart et al. Page 4

Psychiatr Serv. Author manuscript; available in PMC 2020 February 26.

A
uthor M

anuscript
A

uthor M
anuscript

A
uthor M

anuscript
A

uthor M
anuscript



A
uthor M

anuscript
A

uthor M
anuscript

A
uthor M

anuscript
A

uthor M
anuscript

Stewart et al. Page 5

TABLE 1.

Pay-for-performance measures and outcome direction in 15 reviewed studies

Measure Reference and outcome
a

Patient level

 Received threshold dose of treatment 2 (+), 11 (+), 6 (−, /)

 Length of stay 10 (+), 6 (−)

 Likelihood of having early follow-up 15 (+)

 Likelihood of having a psychiatric consultation 15 (+)

 Service use 11 (+), 4 (−)

 Program completion 11 (+), 12 (/), 6 (−, /)

 Treatment initiation 3 (+)

 Successfully completed detoxification and then received residential or outpatient treatment 12 (+)

 Treatment effectiveness 5 (+), 2 (/)

Clinician level

 Intentions to achieve target threshold in EBP implementation
b 1 (+)

 Treatment competence 1 (+), 2 (+)

 Client retention 13 (+), 14 (+)

 Referrals 8 (+)

 Matching between illness severity and treatment intensity 8 (+)

Organization level

 Waiting time 10 (+), 6 (/)

 Participation in quality improvement initiatives 10 (+)

 Occupancy 12 (+)

 Program efficiency 5 (+)

a
(+),outcome in incentivized direction; (−), outcome opposite to incentivized direction; (/), no change in outcome

b
EBP, evidence-based practice
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