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ABSTRACT
The movement toward value-based care provides a significant opportunity to address 
social determinants of health (SDoH) while improving value and quality of care. Value-
based care can allow greater flexibility in terms of what services are delivered while 
providing accountability for long-term sustainability and population health improve-
ments. Although federal, state, and commercial payers are launching innovative new 
payment models addressing SDoH, questions remain regarding best practices for 
implementation, impact on cost and outcomes, and ability to scale and spread across 
different contexts under current policies. This issue brief summarizes the current 
landscape of payment reform initiatives addressing SDoH, drawing on results from a 
systematic review of peer-reviewed and gray literature supplemented with scans of 
state health policies and proposed payment reform models. It also discusses chal-
lenges and opportunities related to implementation — data collection and sharing, 
social risk factor adjustment (statistical methods for accounting for adverse social 
conditions associated with poor health), cross-sector partnerships, and organizational 
competencies — as well as policy implications and next steps so that states and payers 
can use value-based payment to encourage and promote addressing social needs. 

BACKGROUND
Social determinants of health (SDoH), such as nutrition, transportation, and housing, 
substantially impact health and well-being.1,2 Accordingly, health care value-based 
payment (VBP) reforms that fail to address these nonmedical needs may be less effec-
tive in improving population health, advancing health equity, and lowering health care 
costs.3,4 However, extending payment reforms to include both health care and human 
services introduces operational challenges, regulatory barriers, and coordination 
limitations from the fragmented and siloed nature of these sectors.

The movement toward value-based care provides a significant opportunity to address 
SDoH,5 as the existing fee-for-service reimbursement model only pays for specific 

Policy Points
> Health care value-based 

payment reforms that fail 
to target nonmedical needs 
may be less effective in 
improving population health, 
advancing health equity, and 
lowering health care costs.

> Value-based payment 
models can provide the 
financial flexibility and 
accountability that allow 
health care organizations to 
more easily address social 
determinants of health at 
the population level.

> Major challenges include 
the need for more evidence 
on implementation 
and model design, data 
collection and sharing, 
building cross-sector 
partnerships, appropriately 
adjusting for social risks, 
and building organizational 
competencies.
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clinical services, has led to a fragmented health care 
system, and is inflexible to cross-sector collaboration. In 
contrast, VBP structures can provide greater flexibility 
with broader accountability for health outcomes and 
costs. VBP models can improve SDoH through multiple 
mechanisms: their financial flexibility may allow health 
care delivery organizations to fund coordinators or other 
coordination mechanisms with social service providers; 
health care delivery organizations could pay for SDoH 
services out of shared savings, bundled payments, or 
global payments; or VBP models may pay directly for 
SDoH services or benefits depending on the payer’s 
policies. The funding stream from VBP can be especially 
important given limited budgets and financing for social 
services and public health infrastructure.6–9 

While social drivers have been shown to clearly affect 
people’s health and health care utilization, the evidence 
on the impact of certain SDoH interventions, although 
often positive, remains nascent. Moreover, the evidence 
often depends on the implementation and population 
contexts.10–16 For example, several SDoH interventions 
have shown reductions in unnecessary utilization and 
spending for higher risk, high-cost patients, especially 
people with multiple chronic medical conditions and 
social needs (e.g., those with severe mental illness, 
chronic homelessness) who frequently use emergency 
department care.3,10,15–19 Cost reduction, and correspond-
ing return on investment, evidence is strong (based on 
randomized trials) when health care and community 
-based organizations work together on housing or 
nutrition interventions. As one example, a medical 
respite pilot program in Durham, North Carolina, that 
provides housing services to homeless patients led to a 
37% decrease in hospital admissions, 70% decrease in 
inpatient days, and 49% decrease in health care costs.10 
Evidence is moderate (based on nonrandomized trials, 
difference-in-difference studies, and cost-benefit 
analyses) for non-emergency medical transportation 
programs.15

However, there are still major limitations to current 
evidence. First, for practical reasons evidence often is 
generated through less rigorous study designs, which 
makes it harder to conclusively rule out confounding fac-
tors. Second, most studies to date primarily focused on 
process measures (such as number of patients screened 
for, referred to, and connected with a social service 

intervention program) as opposed to outcomes (health, 
utilization, or cost).16 Third, while evidence is strong 
for certain social interventions in some populations as 
noted above, the evidence is limited (either very few 
studies done, less rigorous methods, or mixed find-
ings) — though growing — for other social interventions, 
such as home modifications; certain care management 
programs for high-risk and complex patients; and legal, 
financial, and social support counseling.15 Finally, much 
of the evidence looked at time-limited interventions as 
opposed to sustained and broader system changes (such 
as those VBP reforms encourage), although research 
is slowly emerging from more sustainable system-level 
reforms like Medicaid accountable care organizations 
(ACOs).6,9,12,13,20–22

Given the launch of new innovative payment models 
from federal, state, and commercial payers that address 
SDoH, there is a strong need to improve our understand-
ing of best practice implementation, impact on cost 
and outcomes, and ability to scale and spread across 
different contexts. 

Key Takeaways
• VBP models — especially those with more advanced 

payment structures or with direct links to addressing 
social needs — can provide financial flexibility and 
accountability, which allows health care organizations 
to more easily address SDoH at the population level. 

• VBP can be an important financing mechanism for 
social drivers of health services, which have chronic 
resource constraints.

• There is relatively strong evidence that when health 
care and community-based organizations work 
together on housing or nutrition interventions (and 
moderate evidence for non-emergency medical 
transportation), they can reduce costs and generate 
return on investment. However, for other types of 
social needs interventions, there is limited (though 
often positive) evidence on cost impacts. Overall, 
evidence is often in specific subpopulations and from 
time-limited interventions — and more evidence is 
needed for SDoH interventions in VBP models.
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Landscape of VBP Models Addressing 
SDoH
Significant and expansive new payment models tar-
geting SDoH are emerging, such as North Carolina’s 
Healthy Opportunities Pilots and Massachussetts’s 
Moving Massachusetts Upstream (MassUP) Investment 
Program.23,24 To summarize the current landscape of VBP 
models addressing SDoH, we systematically reviewed 
peer-reviewed journal articles and gray literature, 
supplemented with scans of state health policies posted 
on state-based websites and payment reform models 
proposed to the Physician-Focused Payment Model 
Technical Advisory Committee (see Appendix Figure). We 
then focused on VBP models in which payment is specifi-
cally tied to addressing SDoH, where payment flexibility is 
explicitly allowed for social services, or where payment is 
tied to performance on quality measures related to SDoH. 

How Do Different Payers Address SDoH 
through VBP?
For all types of coverage, VBP programs provide flexi-
bility to address SDoH (for example, using VBP savings 
from an ACO or bundle to support SDoH programs) — but 
different payers have stronger or weaker structural 
avenues through which to pay for SDoH. 

Traditional Medicare generally cannot pay for services 
that are “not reasonable and necessary” in the diagnosis 
or treatment of illness or injury or to improve functioning 
(42 U.S. Code § 1395y). 

The Center for Medicare and Medicaid Innovation (CMMI) 
housed within the Centers for Medicare & Medicaid 
Services (CMS) has used, and is currently using, its legal 
authority to test modified payment approaches for 
Medicare and Medicaid. For example, the Accountable 
Health Communities model is testing linking Medicare 
and Medicaid beneficiaries to community services, 
with funding for screening for social needs, referral to 
community-based organizations (CBOs), and help with 
navigation (and alignment) through social and commu-
nity services.25 In addition, some states received State 
Innovation Model (SIM) award funding to test addressing 
SDoH.26,27 For example, Michigan used SIM funding to de-
velop Community Health Innovation Regions to build link-
ages between clinical and community resources,28 and 

Washington State supported nine regional Accountable 
Communities of Health, comprising clinicians,  
community-based organizations, and social services.29  

Medicare Advantage (MA) plans can, through the 
CHRONIC Care Act and related regulations, offer new 
SDoH supplemental benefits that traditional Medicare 
cannot pay for, which can include food, pest control, 
indoor air quality equipment, structural home modi-
fications, and others. The CHRONIC Care Act allowed 
for a greater range of “health-related” supplemental 
benefits that could be offered; it also provided flexibility 
for supplemental benefits that could be targeted to 
particular groups that would benefit from them.  Plans 
have further flexibility to target benefits to people with 
specific chronic conditions as long as the benefits have 
a reasonable expectation of improving or maintaining 
health and function. The rollout of these new benefits is 
ongoing, and a limited number of plans are offering such 
benefits to-date.30 

Commercial plans have great flexibility as to what can be 
covered but are limited based on what counts as medical 
expenses to meet their minimum medical loss ratio. They 
also have to provide actuarially sound products and face 
competition on premiums in their market — so they are 
often interested in new and innovative ways to improve 
value.31 Both MA plans and commercial insurers have 
experimented extensively with transportation benefits 
— 34% of MA plans cover such services.32 In general, 
there is limited public information on the details of many 
initiatives operated through commercial insurers.

State Medicaid programs have more structural avenues 
and infrastructure to build from to cover social supports. 
These mechanisms include state plan amendments (e.g., 
the case management benefit can be used to connect 
people to existing social service programs) and waivers 
(e.g., home modifications or long-term care services and 
supports through home and community-based services 
1915 waivers or new care models through 1115 demonstra-
tion waivers).33–36 Table 1 provides a summary of some 
commonly used Medicaid mechanisms and innovative 
examples. 
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Table 1. Innovative Value-Based Payment Medicaid Mechanisms States Have Used to Address 
Social Determinants of Health

Type of 
Mechanism Mechanism Description

State Examples Addressing SDoH through This 
Mechanism

Section 1115 
waivers

States have used Section 1115 waivers 
to modify the services Medicaid offers, 
change the way Medicaid is paid for, and  
pilot new approaches to care. 

North Carolina received a Section 1115 waiver to start the 
Healthy Opportunities Pilots, which will use Medicaid dollars 
to provide specified SDoH services, reimbursed on a set fee 
schedule. The state also developed NCCARE360 for bidirectional 
referrals between CBOs/social services and health service 
organizations.31,37–43 

New York’s Delivery System Reform Incentive Payment (DSRIP) 
Program funded 25 “Performing Provider Systems,” comprising 
public hospitals and the safety-net providers (including CBOs) 
that were responsible for creating and implementing SDoH-
focused projects. Each of the Performing Provider Systems 
received performance-based funding and distributed funds to 
partner organizations to meet its goals. New York also funded 
programs to reduce the burden of housing-related illness and 
injury.6,3–39,44,45

Medicaid Managed 
Care Organization 
(MCO) contracts

Most states (40 + DC) utilize Medicaid 
Managed Care Organizations (MCOs), 
where MCOs receive capitated pay-
ments to deliver Medicaid benefits. 
In MCO contracts, states can require 
a certain percentage of payments to 
providers flow through VBP models. In 
addition to traditional Medicaid flexibil-
ity, MCOs can pay for SDoH screenings 
or referrals, can pay for some nontra-
ditional services via the “in-lieu-of” 
and “value-added services” provisions 
of managed care regulations, and can 
classify some non-clinical services 
as quality improvement under their 
clinical services side of the medical 
loss ratio (and support other services 
through their administrative expenses 
flexibility).31,46

New York requires VBP contracting goals for MCOs, and the 
state ties financial incentives to meeting goals. MCOs contract 
with providers on three different “levels” of VBP payments; all 
VBP Level 2 and 3 contracts must implement at least one SDoH 
intervention and contract with at least one CBO. For example, 
SDoH interventions approved to date include medically tailored 
meal deliveries and home modifications to reduce exposures 
that worsen asthma.6,37–39,44,45  

North Carolina  is implementing Medicaid Managed Care as part 
of its Section 1115 waiver. The state will require MCOs to take on 
progressively higher levels of VBP arrangements and require 
MCOs in up to three areas of the state to participate in the 
Healthy Opportunity Pilots, described above.31,37–43

Massachusetts’s MCOs are paid on an adjusted reimbursement 
model, based on neighborhood stress scores. MCOs are able 
to use diagnostic codes for social risk factors such as housing 
stability, substance use, and disability status.6,38,39,47–49

Medicaid 
Accountable Care 
Organizations 
(ACOs) and ACO-
like entities

In ACOs, groups of providers or health 
systems take on responsibility for their 
patient population’s total cost and 
quality of care. Providers in ACOs can 
receive a percentage of savings if they 
spend less than their set benchmark, 
and sometime bear downside risk if 
costs exceed the benchmark. Similar 
entities can be implemented through 
1115 waivers, Medicaid MCOs, or state 
plan amendments (depending on scope).

In Massachusetts, Medicaid ACOs receive capitated, per- 
member-per-month payment to offer behavioral health, social 
needs screening, and medical care. ACOs are required to partner 
with CBOs and may provide health-related nutrition and housing 
supports to at-risk enrollees or connect them with CBOs to do 
so.6,38,39,47–49

In Rhode Island, Medicaid Accountable Entities (similar to 
ACOs) contract with MCOs to provide services to their enrollees. 
Accountable Entity participants must demonstrate capacity to 
screen and address three areas of social need and are able to 
receive infrastructure incentive funds, 10% of which must be 
spent on CBO partnerships in the first year.6,38,39,50,51 

Oregon created Coordinated Care Organizations (CCOs), which 
can provide “health-related services” for their enrollees, such 
as food and housing supports. CCOs have health equity require-
ments built into their contracts; those participating in CCO 2.0 
agreements are required to spend part of their annual surplus 
on addressing health inequities and specific domains of social 
determinants of health and equity.6,38,39,47,52–56

For highlighted programs, the state offered specific guidance on the required SDoH intervention or directed a specific pool of funding toward 
addressing SDoH. Other states are likely doing related work through local or commercial initiatives, but these programs are difficult to identify.
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Geographic Reach of SDoH Innovation 
through VBP
To get a sense of the reach and prevalence of VBP 
involvement in SDoH, we analyzed statewide initiatives 
with VBP models for SDoH. All initiatives involved their 
state Medicaid programs, and some also involved other 
payers. We chose to focus on Medicaid programs since 
publicly funded SDoH initiatives are required to be pub-
licly reported. In our analysis, we found 18 states and DC 
have taken at least foundational steps toward statewide 
VBP initiatives that directly address SDoH needs. (We 
did not include states that only require identifying SDoH 
needs such as those that only screen for social needs or 
provide referrals to social services.) Of the states identi-
fied for integrating SDoH in their VBP effort, most did not 
explicitly require or provide financial resources for the 
SDoH services or the SDoH services were optional. For 
example, one state’s Health Homes model was evaluated 
on social outcomes (such as housing stability),57 but 
there were no direct payment mechanisms for Medicaid 
MCOs or clinicians to provide SDoH services. We found 
five states explicitly required addressing SDoH within 
payment reform or directed a specific pool of funding 
toward SDoH. 

In short, the key takeaway from our analysis is that 
VBP programs with SDoH components are still in early 
development. There is substantial activity to identify 
populations with social needs, but many states have not 
launched formal programs that support interventions to 
address social needs for that identified population. 

For Medicaid’s managed care side, a recent survey of 
such plans found that all reported they offered some 
type of program aimed at SDoH. The most common 
populations were people who were housing insecure or 
homeless, people who were pregnant, and adults with 
serious mental illness, with the most common interven-
tions including screening members for social needs, 
maintaining databases of community or social service 
resources, identifying and coordinating with CBOs to 
link members to needed services, and providing guided 
referrals to needed services.58 

One important geographic consideration is that SDoH 
VBP programs are more likely to be implemented in 
urban regions, which have a larger number of  
CBOs and more public transportation that helps with 
access to SDoH services.30

Key Takeaways
• States are generally in earlier phases of incorpor-

ating SDoH into their VBP and are currently 
focused on foundational elements like screening for 
SDoH, providing referrals to social services or other 
organizations, and building partnerships with CBOs 
to help provide services.

• A small number of states and payers have rolled out 
more advanced VBP models, with nutrition, housing, 
and transportation the most frequently incorporated 
SDoH services. 

MODEL DESIGN, IMPLEMENTATION, 
AND POLICY CONSIDERATIONS FOR 
PAYERS AND PROVIDERS
How Do Payers Design VBP Models to 
Address SDoH?

Many VBP model structures have been used to 
date to address SDoH. 

As detailed in the previous section, payers have used 
a variety of VBP models to implement SDoH services. 
Some models used capitation and global budget ap-
proaches,38,48,49 while others used ACOs with shared 
savings to reinvest in social services.50,59 More advanced 
VBP models, such as population-based payments or 
models with shared savings and downside risk, tend 
to allow greater flexibility to spend resources on social 
services than more incremental approaches — and have 
greater accountability for outcomes that encourage 
more substantial practice change. Generally, Medicaid 
provides the most regulatory avenues and flexibility 
for SDoH,36 but several avenues exist for Medicare and 
commercial payers. 

Savings produced through improved SDoH may 
not follow a payer’s standard timeline for savings.

SDoH interventions can have high overhead investments 
and require longer time periods to ramp up and  
implement. Moreover, it may be many years before im-
provements in SDoH are reflected in improvements in a 
person’s health and their health care utilization. This is in 
contrast to the actuarial time frames used in assessing 
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savings for VBP, where savings are often assessed on 
an annual basis. As a result, those SDoH interventions 
that are most effective for VBP programs are often those 
that demonstrate short-term savings (in addition to 
longer-term results).

Moreover, the US health system is traditionally very 
expensive and may not be the best vehicle to address all 
social needs. VBP programs should therefore be limited 
to those social services where there is a clear health 
care connection and the health care system adds to (and 
does not conflict with) other SDoH initiatives. 

Key Takeaways
• SDoH can be addressed under many payment 

models, (including ACOs, bundles, global budgets, 
and others) although more advanced models tend to 
allow for more flexibility to cover social services.

• The savings time frame for SDoH may not match 
the normal time frame for savings in VBP models, 
meaning that sustainable models focus on SDoH 
interventions with potential for short-term savings.

WHAT DO PAYERS AND PROVIDERS 
NEED TO DO TO SUCCESSFULLY 
IMPLEMENT SDOH UNDER VBP?
Data Collection and Data Sharing 
Most VBP models start by funding screening for unmet 
social needs. However, screening practices and tools are 
not standardized, which makes data exchange among 
health care organizations and between the health care 
and social service sectors challenging. For example, a 
recent survey of Medicaid managed care plans found that 
plans reported using multiple SDoH screening tools, with 
half noting they used an internally developed or adapted 
tool.58 Without smooth data exchange, health care 
organizations are limited in their ability to refer people 
for interventions that address identified social needs. 

To overcome these data integration obstacles, VBP 
model designers and implementers can leverage one 
of the nationwide efforts to compare and standardize 
existing screening tools.

• The Social Interventions Research & Evaluation 
Network at the University of California, San Francisco 
has produced a toolkit comparing several publicly 
available social health screening tools.60

• The Health Leads Screening Toolkit is built around 
guidelines from the Institute of Medicine and CMS and 
includes details on how it should be used in compari-
son with other widely used surveys.61

• The CMMI Accountable Health Communities screen-
ing tool is used by organizations participating in 
the Accountable Health Communities model and is 
designed as an entry-point tool.62

• The PRAPARE assessment tool, maintained by the 
National Association of Community Health Centers, 
works in conjunction with core questions from the 
Accountable Health Communities tool but assesses a 
more expansive core set of SDoH measures.63,64

After data are collected through screening tools, 
systems are needed for storing and exchanging data 
between health care, social services, and CBOs. For 
example, Vermont’s all-payer ACO model used its all-pay-
er claims database and the Vermont Health Information 
Exchange as well as a dashboard tool showing medical 
and nonmedical indicators collected during encounters.65 
Colorado recently proposed a two-phase social-health 
information exchange. In phase I of the rollout of 
Colorado’s exchange, organizations developed standard-
ized screening protocols, built a statewide community 
resource directory, and made the directory publicly 
available. Phase II consists of linking existing information 
systems, developing referral and feedback loops, and 
storing SDoH screenings in a patient data management 
system.66 Similar initiatives are also underway in states 
such as Indiana  and Nebraska.67,68 North Carolina has 
launched NCCARE360 to provide a common channel 
for making referrals for social and community-based 
services, which facilitates two-way communication 
between health care and social services.40

To succeed with VBP models, it is important for ini-
tiatives to be able to identify those people who will 
need future services and intervene early. For example, 
Washington State Medicaid developed the Predictive 
Risk Intelligence SysteM (PRISM) decision-support tool, 
which identifies the most medically and socially complex 
patients by integrating payment, administrative, and 
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assessment data across the medical, social service, be-
havioral health, and long-term care sectors.49,69,70 Health 
care delivery organizations generally cannot access 
non-medical data sources (and may not have access to 
claims unless provided by the payer). Payers and state 
partners can support SDoH efforts by providing, with 
appropriate privacy protections, lists of people who 
could benefit from various social service interventions.

There are multiple legal and regulatory hurdles to data 
collection and exchange, with differing regulatory 
requirements for the health and social service sectors 
(e.g., Health Insurance Portability and Accountability 
Act [HIPAA] and Family Educational Rights and Privacy 
Act [FERPA]). While these regulations are important 
for protecting patient privacy, they make it difficult for 
providers to share key data. More clarification is needed 
to address these ambiguities, as many of these statutes 
were not written to account for disclosure of patient 
information across service sectors. 

Tools for Implementation: Data Collection and Sharing

Challenges

• Screening and referral tools are not standardized across 
programs and clinicians.

• Legal and regulatory obstacles present challenges for 
data exchange, especially as health and social service 
sectors are governed by different privacy laws.

Strategies

• Identify and use one of the existing standardized 
screening tools.

• Standardize SDoH data collection and maintain a robust 
data exchange infrastructure.

Social Risk Factor Adjustment for VBP 
Models
Most VBP models use risk adjustment to ensure cli-
nicians are fairly compared to one another based on 
quality of care provided (as opposed to one having 
worse quality measure scores because they have 
sicker patients).71 Traditional risk adjustment focuses 
on medical complexity, such as Hierarchical Condition 
Category (HCC) scores. There are some challenges with 
these models — for example, HCC scores often under-
estimate medical complexity for frail older adults72 and 
can be upcoded to influence VBP performance if not 

thoughtfully implemented73 — but HCC scores have been 
largely accepted in the field.

As VBP models increasingly address SDoH, social risk 
factor adjustment may be needed to capture differ-
ences in need according to social risk factors (such as 
differences in education, income, employment, social 
support, and community resources).71 However, social 
risk adjustment remains controversial.74 Some argue 
that such methods tacitly allow for lower quality care for 
marginalized populations. Others argue that social risk 
factor adjustment can prevent clinicians from being pe-
nalized for serving more medically and socially complex 
patients,75 noting that clinicians serving more homo-
geneous, resource-rich areas generally perform better 
than safety-net facilities under current VBP models.76–83 
Success will depend  on operationalizing social risk 
factor adjustment so that it compares clinicians’ perfor-
mance and patient outcomes attributable to differences 
in quality of care.

Beyond the conceptual debate, there are practical 
problems in operationalizing social risk adjustment 
with existing data and methods.84 For example, CMS will 
add a Complex Patient Bonus, starting in 2021, to the 
Merit-based Incentive Payment System, which would 
add bonus points to clinicians’ performance score based 
on serving a greater number of dual-eligible patients.85 
However, a recent study estimating the adjustment’s im-
pact for 2021 raises concerns that it will only have a small 
effect on bonus achievement and no effect on reducing 
penalties for clinicians serving more dual- 
eligible patients.86 

In general, simpler risk adjustment algorithms, such as 
adjusting for the percentage of dual-eligible beneficia-
ries, have not been shown to accurately adjust for social 
risk between different populations. However, risk ad-
justment algorithms are limited by available data and the 
difficulty in capturing social risk.55,87,88 Moreover, there 
are debates about which types of measures should be 
adjusted. Some recent reports suggested that social risk 
adjustment in VBP programs should be limited to patient 
experience and resource use metrics, as opposed to 
process or outcome measures.71,87 

For an example of a new approach to social risk ad-
justment, the Massachusetts Medicaid Managed Care 
Model utilizes a neighborhood stress score to risk-adjust 



Milbank Memorial Fund • www.milbank.org 8

payments based on area-level metrics such as educa-
tion, employment, and income levels. The algorithm has 
proven successful in predicting costs, though little work 
has been done to understand its impact on outcomes 
and cost reduction.89 Similarly, there are other ap-
proaches that have shown promise in research studies, 
such as a Categorical Adjustment Index or Health 
Equity Summary Score for Medicare Advantage plans, a 
Distressed Community Index Area-Deprivation Index, and 
the Minnesota Complexity Assessment Model.89–95 

As a first step, several groups stratify measures by 
sociodemographic characteristics to provide meaningful 
information that health care delivery organizations can 
use to target improvement efforts and understand vary-
ing need. For example, California’s Insurance Exchange 
requires plans to collect and report quality data stratified 
by socioeconomic factors like gender, race, and ethnici-
ty, while also implementing disparities reduction targets 
within various subpopulations.96

There are ongoing efforts to better adjust for social 
risk, with recent reports by the Assistant Secretary for 
Planning and Evaluation71,87 and a new multi-stakeholder 
technical expert panel on social and functional status- 
related risk by the National Quality Forum.97 These 
efforts, if successful, could help prevent the inadvertent 
worsening of health and access disparities that can stem 
from health care payment and delivery models incorpo-
rating SDoH interventions.

Tools for Implementation: Adjusting VBP for Social 
Risk Factors

Challenges

• When providers are financially responsible for SDoH or 
social service provision, VBP models may need to be ad-
justed based on a population’s social risk factors. Social 
risk adjustment remains conceptually controversial, and 
there are challenges in operationalizing it (in terms of 
data and methods).

Strategies

• Stratify measures by available sociodemographic 
characteristics to identify potential areas of disparities 
(while ongoing efforts continue to address operational 
challenges).

Building Cross-Sector Partnerships
The health system is newly “sitting at the table” of the 
population health and social needs sectors — and bring-
ing a significant amount of dollars. Social service and 
CBOs might be interested in those dollars due to chronic 
underfunding, but this creates new power dynamics 
that complicate opportunities for partnership between 
the two sectors. For VBP to be successful in addressing 
SDoH, it truly needs to be a partnership, given that health 
care should not re-create the standing social service 
infrastructure. 

Health care organizations and the social service sector 
have differing histories, processes, and cultures7 and use 
different languages — or may even use the same term 
to refer to different concepts. There’s a further concern 
that health sector efforts may “crowd out” community 
residents not covered by a particular health care organi-
zation.7 Finally, health systems may struggle to partner 
with smaller or more resource-constrained CBOs that 
are less able to provide the data and evidence that health 
system financial leaders need to buy into the program.

Successful partnerships have often begun by acknowl-
edging the tensions highlighted above and encourage 
active, two-way conversations with all partners that 
acknowledge power balances.7,9,52,69,98–100 Health systems 
may consider using their influence to approach local 
payers and community leaders to help diversify streams 
of funding and resources and to champion successful 
partnership.9,100 Some partnerships have used a neutral 
third party to establish the details of these partnerships.9 
CBOs face high degrees of financial insolvency, with 
many reporting negative operating margins in recent 
years.8 Accordingly, CBOs will require support to carry 
out this work — perhaps even upfront capital or advanced 
savings for infrastructure building, as seen in many 
existing VBP models.101 Educational and capacity-build-
ing opportunities for health and social service sector 
partners to build human capital (knowledge, skill-build-
ing, programmatic content, budgeting, etc.) together 
encourage sustainability of these collaborations.100 
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Tools for Implementation: Building Cross-Sector 
Partnerships

Challenges

• Health and social service sectors have different power 
dynamics, cultures, histories, processes, and language, 
which can make cross-sector partnerships difficult.

Strategies

• Start building the partnership early, before services 
need to be delivered, and establish regular communi-
cation channels that acknowledge tensions and power 
imbalances.

• Build infrastructure and human capital together to 
ensure a sustainable collaboration. Consider upfront 
capital for CBO partners to build infrastructure.

Organizational Competencies
Clinicians and health care delivery organizations have 
variable experience with VBP models. Some will require 
additional support to be successful in VBP, especially 
smaller, rural, safety net, or otherwise resource- 
constrained organizations. Many of these organizations 
will require upfront financial support and technical assis-
tance to develop the competencies needed to be success-
ful in any VBP, especially models incorporating SDoH. 

States can play a critical role in facilitating the tran-
sition to VBP. For example, the Massachusetts Health 
Policy Commission’s Community Hospital Acceleration, 
Revitalization, & Transformation investment program 
provides community hospitals with funding, technical as-
sistance, and other capabilities to prepare them to par-
ticipate and succeed in VBP models.3 Other states such 
as New York also offer technical assistance to clinicians 
during the transition to VBP models, including health 
information technology support and training on con-
tracting and billing for behavioral health clinicians.102,103 
Similarly, CMS’ ACO Investment Model provided upfront 
capital that organizations could use to transition into 
an ACO, and they repaid those investments with their 
later shared savings. More recently, CMS launched the 
Community Health Access and Rural Transformation 
Model, which includes an ACO Transformation Track to 
help rural health care delivery organizations transition to 
become an ACO. 

Tool for  Implementation: Creating Organizational 
Competencies

Challenges

• Many health care organizations need support to build 
the organizational competencies they need to succeed 
under VBP, especially VBP focused on SDoH.

Strategies

• Provide upfront capital and technical assistance to 
help health care delivery organizations build needed 
competencies.

CONCLUSIONS
Payment models incorporating SDoH are a nascent but 
emerging area. These models have the potential to gen-
erate effective and sustainable innovations that reduce 
health disparities and improve patient well-being. While 
there is substantial activity of health care organizations 
to identify populations with social needs, more evidence 
is needed to show how best to address social needs 
through VBP models and how this affects spending and 
outcomes104 across different communities and health 
care settings.105 These VBP models can be a useful tool, 
along with other reforms, to improve SDoH and health 
across the US population.
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APPENDIX: HOW THIS STUDY WAS CONDUCTED
This issue brief draws on multiple sources of information. First, we worked with a Duke University librarian to de-
sign terminology to capture relevant journal articles from peer-reviewed literature databases as well as to capture 
relevant gray literature from internet searches. We supplemented these searches with scans of state health policies 
posted online and payment reform models proposed to the Physician-Focused Payment Model Technical Advisory 
Committee to capture other relevant ongoing or proposed work. That process is summarized in the figure below. We 
used this information to summarize the current landscape of payment reform initiatives addressing SDoH. Then, we 
drew themes from the literature review on challenges and opportunities related to implementation, which coalesced 
around four major areas: data collection and sharing, social risk factor adjustment, cross-sector partnerships, and 
organizational competencies. We discuss these themes, as well as policy implications and next steps so that states 
and payers can use VBP to encourage and promote addressing social needs. 
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