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Letter From the Executive Director
Over the past decade, digital health has promised to transform care delivery by improving access, engagement, 
and outcomes for millions of Americans. Yet, for all that promise, many purchasers are still asking the same 
question: Are we getting what we paid for?

Performance-based contracts (PBCs) represent an important step forward in holding digital health solutions accountable 
—moving beyond per member per month fees that reward enrollment to payments being tied to measurable  
outcomes instead. PBCs also enable high-performing vendors to distinguish themselves in a crowded market.

This shift towards outcomes-based accountability is also gaining momentum in federal policy. The Center for Medicare 
and Medicaid Innovation’s new ACCESS Model signals Medicare’s intent to move beyond paying for technology  
adoption alone. ACCESS reinforces a core premise of this report: that aligning payment with verified performance  
is essential to realizing the full potential of digital health. 

This playbook draws on insights from more than 50 employers, health plans, digital health vendors, brokers, consultants, 
data analytics companies, and other industry experts. It offers a roadmap for designing, negotiating, and implementing 
effective PBCs. It also provides condition-specific contracting toolkits to accelerate negotiations in clinical areas  
where digital solutions are increasingly central to care: diabetes, hypertension, musculoskeletal conditions, and  
depression and anxiety.

Our findings show that while interest in PBCs is widespread, they remain hard to scale—especially for employers with 
limited resources to negotiate and adjudicate the contracts. Historically, many contracts have relied on “clawback” 
performance guarantees that can create friction between purchasers and vendors. Under these arrangements,  
underperformance often gets obscured when averaged across populations, and shortfalls become future discounts 
rather than actual refunds—undermining the accountability these contracts are meant to deliver. 

Adopting effective PBCs requires building stronger capabilities on both sides of the table. Purchasers need reliable 
data access and analytic capacity to assess impact, while vendors must strengthen transparency and measurement 
rigor. Large health plans and national employers are beginning to institutionalize these frameworks, while smaller  
purchasers need additional resources and support to evaluate performance confidently.

This playbook is designed to help purchasers and vendors of all sizes implement effective PBCs. It offers a practical 
foundation for standardizing key terms, streamlining negotiations, and linking evidence to payment. The market  
conditions are now aligned to make this possible: purchasers have grown more sophisticated in their demands for  
validated outcomes, and leading vendors have responded with greater confidence in their ability to measure and  
deliver meaningful results.

PHTI’s goal is to ensure that every dollar spent on digital health delivers benefits to patients and purchasers alike.  
By aligning incentives around clinical outcomes and cost savings, PBCs can help make digital health a driver of value 
across the healthcare system. 

Sincerely,

Caroline Pearson, Executive Director  
Peterson Health Technology Institute
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Executive Summary
As employers and health plans purchase more digital health solutions for their members, they increasingly 
seek to tie payments to measurable outcomes using performance-based contracts (PBCs). In traditional 
contracts, purchasers often reimburse digital health vendors on the basis of the number of program 
participants (e.g., per member or user per month fees). Under a PBC, some or all payments to vendors are 
contingent upon prespecified outcomes, such as clinical improvements, engagement rates, or cost savings.

While interest in PBCs is common among purchasers,1 executing 
these contracts remains challenging—particularly for employer 
benefits teams who have limited capacity to negotiate and 
adjudicate complex contracts. Further, purchasers want to move 
away from easier to measure satisfaction- and engagement-based 
success metrics, in favor of more meaningful—but harder to 
measure—clinical and financial outcome measures.  

PBCs can serve as a practical tool for purchasers to ensure  
that they are getting value from their digital health solutions. A 
well-structured PBC can help ensure that purchasers see their 
desired outcomes by tying payment to measurable results.  
In turn, these arrangements generate new data that supports 
ongoing evaluation of digital health solutions and continuous 
improvement of contracting models. For vendors, this presents  
an opportunity: PBCs allow high-performing companies to 
distinguish themselves in the market. Many digital health 
companies are embracing this shift by offering new pricing 
models that tie larger portions of fees to these validated metrics.

This playbook—developed by the Peterson Health Technology 
Institute (PHTI) in collaboration with a cross-sector group of 
stakeholders—provides a practical guide for purchasers and 
vendors seeking to implement PBCs effectively. Beginning in 
2025, PHTI interviewed more than 50 employers, health plans, 
digital health vendors, brokers, consultants, data analytics 
companies, and other industry experts. The report synthesizes 
market insights; highlights leading practices; introduces 
contracting toolkits for four, high-impact clinical areas; and 
discusses ways for purchasers and vendors to further refine 
their contracting models. 

Performance-based contracting is no longer 
aspirational—it is table stakes. 

Purchasers now expect evidence of clinical and financial 
impact, and PBCs provide the framework to deliver it. To 
support adoption, PHTI has developed contracting toolkits 
to offer guidance on how to execute a PBC in four clinical 
areas that have been evaluated by PHTI: Digital Diabetes 
Management, Virtual Musculoskeletal Solutions, Digital 
Hypertension Management, and Virtual Solutions for 
Depression and Anxiety. These toolkits were designed 
to promote meaningful risk for the digital health vendor 
and budget predictability for the purchaser, provide clarity  
on key definitions, minimize administrative burden, and embed 
reciprocal data-sharing commitments. These toolkits can 
help purchasers further differentiate among digital health 
solutions that have been evaluated by PHTI. They were 
developed and refined by PHTI with input from both purchasers 
and vendors to ensure that they address the needs and 
perspectives of all parties.  

Organizations may use these toolkits as a starting point to:

•	 �Standardize core elements of their contracting strategy  
across vendors 

•	 �Promote alignment around engagement and outcomes metrics

•	 �Reduce time spent on initial contract negotiations by creating 
standard definitions and starting contract terms

•	 �Ensure that key operational and data-sharing protocols are 
clearly articulated

1 PHTI 2025 State of Digital Health Purchasing.

https://phti.org/performance-based-contracting-toolkit/?condition-area=diabetes
https://phti.org/performance-based-contracting-toolkit/?condition-area=diabetes
https://phti.org/performance-based-contracting-toolkit/?condition-area=musculoskeletal
https://phti.org/performance-based-contracting-toolkit/?condition-area=hypertension
https://phti.org/performance-based-contracting-toolkit/?condition-area=hypertension
https://phti.org/performance-based-contracting-toolkit/?condition-area=depression-anxiety
https://phti.org/performance-based-contracting-toolkit/?condition-area=depression-anxiety
https://phti.org/2025-state-of-digital-health-purchasing/
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Key Report Findings: 
The State of Performance-Based Contracts 

�Purchasers have a wide range of goals when adopting digital 
health solutions. Goals include enhancing member satisfaction, 
expanding access, improving outcomes, and reducing total cost 
of care. PBCs should be designed to align payment with these 
priorities and limit purchaser risk, particularly in scenarios where 
the solution’s impact is unproven or sustained engagement is 
critical. In these instances, PBCs can give purchasers confidence 
to invest in new interventions.  

Purchaser capabilities to establish and adjudicate effective 
PBCs vary widely. While interest in PBCs has grown rapidly, 
most purchasers are still in the early stages of implementing 
them. Initial attempts at PBCs have often been experimental, 
layered onto existing fee structures, negotiated under time 
pressure, or limited by data and resource constraints. These 
first-generation contracts have offered valuable learning 
opportunities but they also have revealed challenges—from 
defining measurable outcomes to enforcing accountability 
when performance falls short. Large health plans and some 
large employers often have in-house actuaries, data warehouses, 
and dedicated benefits teams, while smaller purchasers may 
lack these resources and rely on consultants or vendors. This 
disparity affects negotiating leverage, performance monitoring, 
and the ability to enforce performance guarantees. To broaden 
the use of PBCs, vendors and purchasers will need to align on 
standard definitions and approaches, while streamlining the 
performance adjudication process.

Purchasers are moving from experimentation to repeatable, 
data-driven PBC models. Learning from early efforts, some 
purchasers are refining PBCs through innovative contracting 
strategies. Early adopters are moving beyond pilot-stage 
experimentation to build repeatable frameworks for 
performance-based contracting. Leading purchasers are 
testing structured pilots to validate vendor impact before 
scaling, using annual scorecards to evaluate renewals on  
the basis of multidimensional performance, and reviewing 
network overlap to ensure that digital solutions truly expand 
access. Others are investing in centralized data infrastructure 
and embedding audit rights to verify results and support 
continuous improvement.

Performance guarantee models have underwhelmed 
purchasers. To date, many performance-based contracts have 
included performance guarantees in the form of “clawback” 
arrangements, in which purchasers pay vendors a per member 
per month fee and agree to recoup a portion of that payment if 

guarantees are not met. However, purchasers consistently 
express frustration with this model, reporting that clawbacks 
often result in contentious disputes, function more like future 
discounts than true refunds, and rarely deliver the intended 
accountability. In response, the accompanying toolkits 
recommend adopting a two-stream payment model: an 
engagement fee combined with a performance-based 
component that is withheld until performance has been 
validated. This approach is designed to balance the vendor’s 
need for payment to support ongoing engagement activities 
with the purchaser’s desire to reward meaningful outcomes.

Negotiating effective PBCs requires coming to agreement 
on a payment model, outcome measures, and various 
operational components of the contract.

1 Payment Model: Structuring payments to reward outcomes 
while minimizing administrative burden, avoiding perverse 

incentives, and balancing accountability with budget predictability.

2	Eligible Population: Aligning attribution criteria to focus on 
members most likely to benefit, while avoiding exclusions 

that may prevent access.

3 Engagement Criteria: Defining clear, meaningful 
engagement thresholds to avoid paying for minimal  

or nonimpactful interactions with the solutions.

4 Performance Metrics: Selecting validated, feasible 
measures—favoring biomarker-based outcomes and 

clinically accepted instruments—and determining the time 
horizon for impact.

5 Engagement Approach: Establishing clear parameters 
for how vendors may contact and interact with members 

to promote engagement with the solution.

6 Data Sharing Commitments: Determining what data 
must be shared, who is responsible for sharing and at 

what cadence, and how those data will be validated and used 
for reconciliation.

7 Administrative Terms: Balancing the need for long-term 
impact measurement with practical constraints around 

budget cycles and workforce turnover.
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The Peterson Health Technology Institute
The Peterson Health Technology Institute (PHTI) provides 
independent evaluations of innovative healthcare technologies  
to improve health and lower costs. Through its rigorous,  
evidence-based research, PHTI analyzes the clinical benefits and 
economic impact of digital health solutions. These evaluations 
inform decisions for providers, patients, payers, and investors, 
accelerating the adoption of high-value technology in healthcare. 
PHTI was founded in 2023 by the Peterson Center on Healthcare. 
PHTI does not accept financial contributions.

For vendors, this playbook offers a clear window into purchaser 
expectations and the contracting features that matter most  
in procurement decisions. By aligning their pricing models, 
performance metrics, and reporting capabilities with these 
contracts, vendors can strengthen their value proposition, 
differentiate themselves in competitive evaluations, and 
position their products for long-term partnerships grounded  
in measurable outcomes. Contracts can then be fine-tuned  
to align more closely with each purchaser’s strategic goals.2 
When executed well, PBCs reinforce that both parties are 
working toward the same goals: improving health, expanding 
access, and delivering value.

This playbook and associated contracting toolkits offer a 
practical roadmap—grounded in the experiences of leading 
employers, health plans, and digital health vendors— 
to help stakeholders align incentives, define meaningful 
outcomes, and scale solutions that deliver measurable, 
cost-effective impact. Thoughtful PBCs can ensure that 
digital health solutions not only promise transformation, 
but consistently deliver it.

2 Toolkits do not provide guidance on pricing, which is a critical lever for driving value in PBCs. Purchasers and vendors are encouraged to consult PHTI’s assessment reports and budget 
impact models as resources to guide pricing conversations.

The content of this playbook/report and its associated toolkits has been prepared by PHTI for informational purposes and does not 
constitute legal, medical, clinical or other professional advice. PHTI cannot make any guarantees or warranties regarding results from 
the use of such content. The content is not intended to replace thoughtful customization and drafting addressing an organization’s 
specific objectives and circumstances. All companies, specific products or case studies mentioned are for explanatory purposes only.

https://phti.org/assessments/
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Background
Digital health solutions hold great promise to address some of the most persistent and costly challenges  
in healthcare—from closing access gaps in behavioral health to improving chronic disease management  
at scale—while also offering the potential to reduce overall cost of care. 

As these tools become more central to care delivery, employers 
and health plans are increasingly turning to performance-based 
contracts (PBCs) to ensure that solutions deliver desired 
outcomes. These contracts—which tie payment to specific 
performance metrics, such as clinical outcomes, member3 
engagement, or cost savings—reflect a broader market shift 
away from per member per month (PMPM) pricing toward 
greater accountability and risk-sharing for digital solutions,  
and toward value-based care more broadly. 

As the market for digital health solutions has matured, purchasers 
have become more discerning in purchasing and contracting  
for new technologies. Many are increasingly skeptical of vendor- 
reported outcomes—especially when outcomes are based  
on vendor-proprietary data or measurement methodologies, 
ambiguous engagement metrics, or unverifiable cost-avoidance 
claims. Instead, purchasers are seeking stronger evidence  
of clinical effectiveness and financial returns. Employers 
acknowledge the importance of digital innovation and are  
eager to partner and scale solutions, but they are also facing 
pressure to demonstrate return on investment. As one benefit 
leader shared: 

3 This report refers to members to describe individuals who receive benefits from health plans or employers, including beneficiaries, employees, and employees’ spouses and dependents.  
4 See examples: Virta, Sword, Meru Health.

	

Most of the ROI analyses we get are built by the vendors themselves, 
using assumptions that make them look good. There’s no way we 
can validate those claims internally.”

—Nathan Counts, Amtrak  

	

We go into these relationships expecting [the digital solution is] 
effective, but we need ways to know whether it is.”

—Luke Prettol, AT&T

	

We were excited at first [about PBCs], but it became clear we couldn’t 
keep up with the validation piece. So now we’re more cautious.”

—Suzanne Usaj, Wonderful Company

and misaligned incentives. And while large or well-resourced 
employers and plans may have the analytic capabilities and 
infrastructure to assess impact, smaller purchasers are often 
unable to do so independently. Third-party platforms have 
emerged to aggregate digital health solutions, allowing plans and 
employers to streamline procurement. While these aggregators 
can simplify contracting and implementation, they do not eliminate 
the need for purchasers to set clear expectations or negotiate 
meaningful performance terms up front. In many cases, the 
aggregator’s contract becomes the conduit for holding vendors 
accountable, making well-structured PBC frameworks even more 
important. Purchasers that rely solely on aggregators without 
defined performance criteria risk losing transparency into 
outcomes and diminishing their ability to assess impact  
across solutions.

This playbook aims to support effective adoption of PBCs 
between purchasers and digital health solutions by offering 
practical guidance on how to structure contracts that align with 
both parties’ goals and capabilities. Specifically, it outlines key 
contracting variables, discusses how these may vary by clinical 
domain, and defines strategies for implementation across a  
range of purchaser types.

In response, vendors are evolving their sales model, and a 
growing number publicly assert that 100% of their fees are at 
risk or that they guarantee multiple returns on investment.4 

Despite interest in PBCs from both sides of the market, executing 
and implementing these contracts remains difficult. Challenges 
include information asymmetry between the purchaser and 
vendor, limited access to high-fidelity data on meaningful 
performance and a lack of transparency when data are available, 

https://www.virtahealth.com/press/virta-health-puts-100-of-fees-at-risk-with-announcement-of-new-pricing-structure
https://swordhealth.com/proven-roi
https://www.prnewswire.com/news-releases/meru-health-puts-100-of-fees-at-risk-302084293.html?tc=eml_cleartime
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Performance-Based Contracting:  
The Opportunity
Purchasers adopt digital health solutions for goals that range from enhancing member satisfaction to expanding 
access, improving clinical outcomes, and reducing costs. 

As healthcare costs continue to rise and budgets remain 
constrained, purchasers are increasingly focused on digital 
solutions that can demonstrate measurable impact on both cost 
and clinical outcomes. Many are seeking technologies that 
improve population health and deliver outcomes equal to or better 
than traditional care models, particularly in high-cost, high-need 
clinical areas.

At the same time, employers competing for top talent and health 
plans competing for member enrollment view digital health 
solutions as a way to enhance member satisfaction, improve 
engagement, and support retention. In many cases, these tools 
also help close access gaps by offering convenient, timely, and 
often virtual care options. As a result, contracting goals vary on the 
basis of each purchaser’s clinical strategy and member needs, 
and many seek to advance multiple objectives—cost, outcomes, 
access, and experience—through a single solution (Exhibit 1).

For vendors, PBCs also present an opportunity. They allow 
high-performing companies to differentiate themselves in a 
crowded market by demonstrating measurable impact and 
aligning payment with verified outcomes. By adopting shared 
definitions of success, vendors can build credibility and trust  
with purchasers, creating longer-term partnerships grounded  
in transparency and shared objectives. 

Augmenting vs. Replacing In-Person Care

Purchasers evaluate digital health solutions on the 
basis of the type of impact they are expected to 
deliver—whether through cost savings, improved 
outcomes, or expanded access. Solutions that replace 
in-person care often have a clearer ROI pathway 
because they can directly substitute lower cost virtual 
or hybrid models for traditional brick-and-mortar care 
models; however, they must still demonstrate clinical 
quality that meets or exceeds traditional standards. 

As one representative from a digital health solution 
vendor explained, 

Solutions that complement in-person care—such as 
remote monitoring or digital chronic condition 
management programs—risk being cost-additive in the 
near-term, but can improve outcomes and adherence, 
which can contribute to longer-term cost reductions. 
For these solutions, purchasers often focus PBC terms 
on metrics, such as member engagement, workflow 
completion, or intermediate clinical indicators, that 
reflect early progress toward better health outcomes.

	

When a solution is replacing care, the buyer expects a 
higher standard. If you’re the clinical front door, you have 
to prove you’re doing what a provider would do.”

—Dickon Waterfield, Lantern



Member Satisfaction Access Clinical Outcomes Total Cost of Care

Goal: Improve member 
satisfaction and experience.

Goal: Improve access to  
healthcare.

Goal: Improve health outcomes  
for applicable populations.

Goal: Improve total cost of care.

Definition of Success: 
Availability of high-demand 
services that support member 
needs, enhance the benefits 
package, and deliver strong 
member satisfaction. 

Definition of Success:  
Strong utilization and reduction  
in unmet need over time.

Definition of Success:  
Sustained improvement in 
validated clinical measures  
or total cost of care.

Definition of Success:  
Reduction in total medical spend for 
targeted conditions or procedures, 
without compromising quality.

Example: Digital solutions 
for fertility may be adopted 
to strengthen retention, 
experience, and productivity  
of members. 

Example: Digital mental health 
solutions expand access to care 
where stigma or cost may limit 
patient options. These solutions  
may initially increase diagnoses, 
claims, or prescriptions, but aim 
to improve outcomes and reduce 
avoidable spending (e.g.,  
emergency department visits)  
over the long term. 

Example: Virtual musculoskeletal 
tools aim to show measurable 
impact on key metrics like pain  
or function over time. 

Example: Surgical centers of 
excellence (COEs) are commonly 
used to navigate patients to high-
performing specialists and secure 
bundled case rates to reduce variation 
in cost and outcomes.

Key Metrics
• Primary

– Satisfaction
– Access

Key Metrics
• Primary

– Access
– Engagement
– Timeliness
– Satisfaction

Key Metrics
• Primary

– Engagement
– Clinical outcomes

Key Metrics
• Primary

– �Actual savings vs. episode 
cost benchmarks

• Secondary

– Clinical outcomes

• Secondary
– Cost
– Satisfaction

Exhibit 1

PURCHASER GOALS DRIVE CONTRACTING DECISIONS
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Performance-based contracts create clarity  
and accountability
PBCs are particularly useful in scenarios where there is 
uncertainty about a product’s impact. Uncertainty may stem 
from limited evidence of clinical efficacy, unclear differentiation 
across vendors, unknown durability of impact, or questions 
about which patient populations are most likely to benefit. 
Additionally, purchasers are interested in solutions that  
sustain patient engagement over time, recognizing that many 
interventions demonstrate impact only when used consistently. 

In these contexts, PBCs serve as a tool to mitigate purchaser risk 
and strengthen accountability. Over time, these arrangements 
also generate the real-world data needed to assess impact  
more confidently, refine contracting terms, and inform future 
purchasing decisions.

For digital health vendors, PBCs provide an opportunity to 
differentiate themselves by demonstrating confidence in their 
outcomes. If vendors need additional avenues to produce data, 
then PBCs also provide the opportunity to validate performance  
in partnership with purchasers. 



Exhibit 2

EFFECTIVE PERFORMANCE-BASED CONTRACTS REQUIRE AGREEMENT ON KEY CONTRACTING DECISIONS*

DECISION PURCHASERS DIGITAL HEALTH SOLUTION VENDORS

Payment Model Design

1 PAYMENT  
MODEL

Value predictable payments that incentivize 
outcomes and hold vendors accountable.

Prefer upfront payment structures or clawbacks that  
support stable cash flow and enable investment in delivery.

Outcome Measure Inputs

2 ELIGIBLE  
POPULATION

Seek to balance broad access with avoiding  
payments for members unlikely to engage  
or benefit.

Favor inclusive eligibility definitions to maximize reach  
and ensure more members have access to services.

3 ENGAGEMENT  
CRITERIA

Want strict, outcome-linked engagement  
thresholds to avoid paying for superficial  
interactions.

Emphasize capturing a range of engagement signals, 
recognizing that early or light-touch interactions  
can be important precursors to deeper participation.

4 PERFORMANCE 
METRICS

Prioritize validated, clinically credible measures with 
transparent data sources and calculation methods.

Advocate for measures that are feasible to collect within 
their platforms and still meaningful for tracking progress.

Operational Components

5 ENGAGEMENT  
APPROACH

Aim to protect member trust by setting parameters  
for outreach channels, frequency, and consent.

Seek flexibility to use multiple touchpoints to maximize 
uptake and sustain member participation.

6 DATA SHARING 
COMMITMENTS

Require timely, comprehensive, and verifiable  
data to evaluate impact and reconcile payments.

Aim to balance transparency with operational practicality, 
sharing data that demonstrates value while managing 
privacy, interoperability, and resource constraints.

7 ADMINISTRATIVE  
TERMS

Favor shorter contracts that align with budget cycles 
and reduce downside risk if performance lags.

Prefer longer terms to allow sufficient time to show  
impact, particularly for outcomes that unfold over  
multiple years.
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Designing an effective PBC requires careful decisions about what to measure, how to measure it, and how to tie 
payment to those results. Each purchaser must grapple with a core set of questions: Why are we implementing 
this solution? Who do we want this to serve? What level of risk are we comfortable with? 

Key Contracting Decisions

Purchasers of different sizes and capabilities all must navigate 
seven recurring decision points across the three domains of 
performance-based contracting: designing a payment model, 
determining inputs for outcome measures, and selecting the 
operational components of the contract. Many of these decisions 

come with trade-offs, such as sacrificing specificity to reduce 
administrative burden or prioritizing predictability at the cost 
of vendor accountability. The following sections outline leading 
practices for structuring each element in ways that balance 
accountability, feasibility, and impact.

* Each purchaser and digital health solution vendor may have different preferences than those represented.



Executive 
Summary

Letter From the 
Executive Director

Background Moving Toward 
Rigorous Performance- 
Based Contracts	

AppendicesPerformance-Based 
Contracting

Key Contracting 
Decisions: 
The Opportunity

11

1 Payment Model: To effectively design a payment model, 
purchasers and vendors must balance the goals of 

rewarding performance, minimizing administrative burden, and 
avoiding perverse incentives such as cherry-picking members 
who are easiest to engage or most likely to achieve positive 
outcomes. Purchasers must be able to define what outcomes 
they seek to achieve, vendors must detail what they are able  
to deliver, and infrastructure for tracking the metrics that drive 
payment must exist on both sides of the negotiating table. 

Many PBCs today use a clawback model, in which vendors  
are paid up front, with the understanding that funds will be 
returned if previously agreed-upon performance guarantees 
are missed. This structure maximizes vendor cash flow and 
offers purchasers budget predictability. In practice, though, 
clawbacks are rarely enforced as written. Underperformance  
is often averaged across the total population, which can 
obscure variation in results—strong performance among some 
members may offset poor outcomes among others, even when 
aggregate targets are missed. As a result, vendors may appear 

	

I’ve never seen a clawback that wasn’t contentious.”

—Executive at large national health plan

CASE STUDY
Structuring Payments Around Clear Purchasing Goals 

BJ’s Wholesale Club employs a predominantly hourly workforce and sought to make behavioral healthcare more affordable 
and accessible for members. Because access—rather than clinical outcomes—was the company’s primary objective, it 
prioritized vendor partnerships that emphasized broad coverage and ease of entry over aggressive performance-based risk.

Working through its benefits consultant, the purchaser issued RFPs requiring vendors to outline expected enrollment, 
utilization, and engagement-funnel metrics. The purchaser then used its own claims data to validate those assumptions and 
convert them into measurable contract targets.

Reflecting its goals, the resulting contracts placed greater weight on upfront fees and a smaller portion on performance-based 
payments. This approach ensured vendor accountability for access and engagement metrics without disincentivizing 
participation in a high-need population.

Payment Model Design: This section addresses how payments can be structured to meaningfully tie contract 
value to performance while preserving predictability and feasibility.

to meet benchmarks that only a subset of participants actually 
achieved. This creates misaligned incentives for how vendors 
allocate resources, and shortfalls are typically rolled into 
discounts on future invoices rather than refunded. Purchasers 
report that this undermines accountability and creates friction 
with vendors, particularly at the end of a contract. 

As a result, many purchasers and vendors see a stronger 
alternative in a two-stream payment model that splits 
engagement from performance payments: Vendors receive 
a lower base fee tied to meaningful engagement, with  
the performance component withheld until outcomes are 
achieved. This approach preserves some vendor cash flow while 
ensuring purchasers only pay for demonstrated results. 
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2	Eligible Population: The eligible population includes all 
members who can access the solution, typically defined  

by clinical criteria (e.g., diagnosis), demographics (e.g., age),  
or utilization history (e.g., multiple physical therapy sessions  
in the past month). Eligibility determines who may engage with 
the solution and for whom outcomes may be measured.

Broad eligibility criteria can increase the total addressable 
population; however, and especially in payment models where 
fees are tied to eligibility, purchasers may end up paying for 
members who are unlikely to benefit from or engage with the 
solution. Conversely, more targeted/narrower eligibility criteria 
focus efforts on those most likely to benefit but risk excluding 
members who may still receive value from the service. 

The breadth of the eligible population will also impact the 
challenges associated with attaining targets for performance 
metrics. For example, narrower criteria focused on higher acuity 
populations may set the vendor up for success in metrics like 
PHQ-9 or GAD-7 scores. Higher acuity patients may be more 
likely to see a significant improvement in clinical measures or 
experience more regression to the mean. However, broad 
populations introduce the risk of spending on services for 
individuals who have less unmet need for the solution and  
may not be advisable for purchasers hoping to focus resources 
on the highest acuity or highest cost individuals.

	

Our guarantees are measured at the population level. We tried 
individual-level guarantees early on, but it became operationally 
messy. Purchasers value predictability, so structuring risk across  
a cohort keeps the contract simple and the incentives clean.”

—Virta

Outcome Measure Inputs: This section focuses on defining what performance is measured and for whom, 
including eligible populations, thresholds for engagement, and clinically meaningful outcome measures that  
are feasible to collect, validate, and adjudicate.

3	Engagement Criteria: “Engagement” describes  
which members are actively using a vendor’s service. While 

engagement may be the primary goal of the purchaser in areas 
where access is an issue, in some instances, it is a necessary 
precursor to achieving meaningful clinical or financial outcomes. 
For example, a patient may need to be consistently engaged over 
several months to achieve improvement in HbA1c. Definitions  
of engagement vary widely, ranging from patient “awareness”  
(e.g., enrolling in a solution or downloading an app) to more 
meaningful interactions, like the completion of three virtual visits 
with care team members. 

While awareness and eligibility metrics are often easier to collect 
and report, purchasers increasingly indicate that they prefer 
more meaningful engagement metrics, especially as engagement 
metrics often serve as the basis for per engaged member per 
month (PEMPM) payments or eligibility for outcome-based 
bonuses (Exhibit 3). Without a shared standard, broad definitions 
(e.g., opening an app or an email without further activities) may 
result in purchasers paying full fees for members who derive  
little to no clinical benefit. Both vendors and purchasers are 
increasingly recognizing the need for greater specificity and 
alignment when defining contractual engagement terms.

Employers

Often prefer broad eligibility to ensure access for all members, 
even if outcomes are later assessed for a more targeted subset.

Health Plans

May have more flexibility to define narrower populations, derived 
from risk stratification insights based on detailed, longitudinal 
claims data. 

KEY PURCHASER DISTINCTION



Exhibit 3

COMMON ENGAGEMENT METRICS

THE ENGAGEMENT FUNNELTHE ENGAGEMENT FUNNEL

Meaningful 
Engagement

1
Registration or Enrollment

Member creates an account, downloads 
the app, or signs a consent form.

2
Program Start

Member completes onboarding,  
initial assessment, or first visit.

3
Ongoing Use/Frequency

Member uses the platform X times  
per/month or completes X sessions.

4
Engagement Index

Weighted score combining logins, 
messages, time in app, goal completion.

5
Clinical Utilization

Engagement tied to clinician interaction: 
sessions, coaching calls, messages.

6
Program Completion

Finishing a defined curriculum.
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So, if the vendor says, ‘we want you to give us engagement credit just 
for opening the app,’ we’d say, ‘no, let’s get the patient towards 
something that really matters.’”

—Executive at large national health plan

4	Performance Metrics: Selecting metrics that are both 
meaningful and actionable is a persistent challenge in 

performance-based contracting. While purchasers often look  
to established frameworks—such as NCQA’s HEDIS measures5 
or CMS quality benchmarks—for credibility and consistency, 
these metrics may not fully capture the nuances of digital  
health interventions. Translating research-grade metrics into 
operational contracts can be difficult. While measurement 
science emphasizes the importance of validity, reliability, and 
feasibility, many digital solutions lack standardized methodologies 
or interoperable data. This creates very practical challenges for 
purchasers: Who is responsible for calculating the measure? 
Who controls the underlying data? Is the information delivered in 
a timely way? In some instances, payers are running pilots to test 

measurement approaches and establish clear baselines before 
entering into a long-term agreement. Without clear answers  
to these questions, even well-intentioned contracts risk 
misinterpretation or misaligned incentives.

5 NCQA HEDIS Measures. 

	

And I’ve seen everything from super high-quality engagement where 
I have one vendor right now whose definition of engagement is that 
the individual engages with the app on a daily basis 80% of the time 
or more. And if not, they are not considered engaged. And if they  
are not engaged, we don’t pay. What I can’t get behind is…a 
solution that calls patients on the phone or sends them a form  
and if they pick up once or randomly fill out the form once, they are 
considered engaged.” 

—Kate McIntosh, MD, Health New England

Employers

Are unlikely to utilize pilots because of concerns about access 
exclusions and more limited resources for cohorting and analysis.

Health Plans

Are more likely to employ pilots to study impact and refine 
implementation before scaling more broadly.

KEY PURCHASER DISTINCTION

https://www.ncqa.org/hedis/measures/


Exhibit 4

SAMPLE PREFERRED AND DISCOURAGED CLINICAL OUTCOMES METRICS

Metric Type 

PREFERRED 
Biomarker-based metrics with nationally recognized 
definitions and/or PROMs based on validated scales.

DISCOURAGED 
Estimates or self-reported measures that  
are vendor-specific or based on nonvalidated scales.

Diabetes Laboratory reported HbA1c. Point-in-time blood glucose reading.

Hypertension Blood pressure with reading taken under HEDIS-
defined conditions.

Blood pressure with reading taken under  
suboptimal conditions.

Musculoskeletal Conditions Industry-validated pain/function scales, 
professionally administered.

Vendor-designed, patient-reported outcomes surveys; 
vendor-administered, self-reported surgical intent.

Depression and Anxiety  PHQ-9, GAD-7, professionally administered. Vendor-designed, patient-reported outcomes surveys; 
vendor-administered.
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Data source: For clinical outcomes, biomarker-based metrics 
with nationally recognized definitions (e.g., laboratory reported 
HbA1c or hypertension control) are the gold standard but they do 
not always exist or may be inaccessible via relevant data sources, 
leaving purchasers and vendors to rely on patient-reported 
outcomes metrics (PROMs)6 as proxies. A critical consideration 
is the distinction between validated and unvalidated 
measurement tools. Instruments like the PHQ-9 or GAD-7 for 
anxiety and depression carry established clinical validity based 
on peer-reviewed studies, whereas vendor-designed patient 
surveys typically do not. Even when validated scales exist for 
patient-reported outcomes, contract language should specify 

standardized survey administration to preserve reliability— 
for example, administration by an independent survey vendor 
or a clinical staff member following a defined protocol. 

Selecting effective metrics requires balancing scientific rigor and 
operational pragmatism, along with transparent definitions. For 
financial outcomes, savings projections or proxy measures such 
as change in self-reported surgical intent are not advised. ROI 
should serve as the basis for PBCs only when a statistically valid, 
propensity-matched cohort analysis can be conducted, which  
is often challenging for individual purchasers.

CASE STUDY
Using Pilots to Validate Performance Metrics Before Scaling

Health plans are increasingly using structured pilots to evaluate vendors before entering full-scale contracts. One national 
Medicare Advantage plan employs a three-phase, stage-gated process to test operational readiness and clinical impact. Early 
pilots focus on feasibility, by assessing data-sharing capabilities, engagement-funnel performance, and vendor responsiveness 
through weekly operational meetings. Only vendors demonstrating strong performance and adaptability advance to larger 
pilots that test outcomes more rigorously.

Similarly, one regional plan has implemented randomized rollout pilots, assigning some members to receive a solution, while 
others serve as a control group. This experimental design allows the plan to isolate vendor impact on utilization and clinical 
outcomes, rather than relying solely on engagement metrics.

Across both models, the pilot process enables purchasers to identify which vendors deliver measurable outcomes for specific 
populations, particularly where digital health solutions were originally built for different markets. By grounding contracting 
decisions in pilot data, purchasers reduce risk and ensure that performance metrics in scaled contracts are both 
evidence-based and achievable.

6 International Consortium for Health Outcomes Measurement.

https://www.ichom.org/
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Unit of performance: Another contract design choice is the unit 
of performance calculation. For clinical areas where there are 
well-defined, nationally accepted quality metrics (e.g., HEDIS’ 
Controlling Blood Pressure measure), contracts should lean on 
those measures. These measures are often calculated at the 
population level—for example, the percentage of individuals in 
the population of interest who have achieved blood pressure 
control. Population-level measures are generally more 
administratively efficient than tying payments to each individual’s 
outcome, though both approaches are vulnerable to gaming. 
Ultimately, the risks of perverse incentives depend less 
on the unit of measurement and more on how contracts are 
priced, whether downside risk exists, and how performance 
bonuses scale.

Selecting appropriate performance measures in PBCs requires 
careful attention to both the type of metric and its basis of 
evidence (Exhibit 5). While many digital health vendors present 
outcomes data, not all of it is meaningful and reliable. Purchasers 
emphasize the need for measures that are clinically meaningful, 
reliable, and feasible to collect. 

Employers

May have more interest in individual-level calculations, viewing them 
as more directly tied to employee experience and accountability. 

Health Plans

May prefer population-level calculations because of administrative 
simplicity and alignment with existing quality-reporting frameworks. 

KEY PURCHASER DISTINCTION



Exhibit 5

QUESTIONS TO CONSIDER WHEN SELECTING PERFORMANCE METRICS FOR PERFORMANCE-BASED CONTRACTS

CONTRACT IMPLICATIONSCHARACTERISTICS
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WHEN IS IT  
MEASURED? 

• �Point-in-time vs. longitudinal tracking  
(e.g., blood pressure vs. HbA1c).

• �Lagging indicators may delay reconciliation.

• �Contract durations should align with the  
timeline for measuring outcomes.

Some outcomes inherently lag (e.g., HbA1c results every 3–6 months), 
which complicates contract reconciliation timelines. Others can be 
measured in real time but may lack longitudinal significance.

HOW IS IT  
MEASURED? 

• �Self-reported PROMs vs. clinician- 
administered assessments.

• �Clinical setting vs. home-based collection  
(e.g., office BP vs. home cuff).

• �Use of third-party administrators can  
increase trust and reliability.

The reliability of a metric depends not only on the tool itself but also on how 
it is administered. PROMs may yield inconsistent results if collected through 
unmonitored surveys and are more reliable when gathered by a trained 
assessor using standardized protocols. Similarly, some clinical measures 
(e.g., blood pressure control) vary depending on whether they are taken in a 
controlled setting or at home. Contracts should specify acceptable methods 
of administration to ensure that results are valid and comparable.

HOW IS 
PERFORMANCE 
CALCULATED? 

• Individual vs. population-level metrics.

• Inclusion/exclusion criteria for eligibility.

• �Clear thresholds for engagement  
or outcome achievement to ensure  
fair compensation.

Performance must be defined in a way that is both clinically meaningful  
and resistant to unintended distortions. Purchasers and vendors should 
agree upfront on whether results are assessed at the individual or population 
level and clearly define inclusion/exclusion criteria for eligible members. 
Thresholds for engagement or outcome achievement should be transparent 
and standardized so that measurement accurately reflects performance  
and can be compared across contracts.

WHO COLLECTS  
THE DATA, AND  
FROM WHERE? 

• �Claims, EHR, device-generated, patient- 
reported, or vendor-collected data.

• �Purchasers and vendors should agree  
on who controls data access and sharing.

• �Clear expectations for data stewardship  
reduce disputes about accuracy.

Contracts should specify whether outcomes are drawn from claims data, 
EHR records, device integrations, or vendor-collected patient surveys.  
Each source carries different implications for reliability, transparency,  
and verification. 

WHAT IS BEING  
MEASURED? 

Measures may capture clinical outcomes or nonclinical outcomes, such as 
utilization, satisfaction, or functional status. Purchasers tend to prioritize 
clinical and financial measures over process or experience metrics.  

• Clinical outcomes (e.g., BP control, HbA1c).

• �Utilization/cost outcomes (e.g., ED visits,  
readmissions).

• Functional outcomes (e.g., mobility scales).

• Satisfaction outcomes (e.g., member experience).

HOW STRONG IS 
THE EVIDENCE? 

Even within clinical categories, the validity of measures can vary. For 
example, a point-in-time blood glucose reading provides limited insight 
into sustained control, whereas HbA1c is a more reliable indicator of 
long-term glycemic management. Instruments such as the PHQ-9  
for depression or GAD-7 for anxiety are clinically validated, whereas  
vendor-designed surveys or proprietary functional status tools often  
lack evidence that has proven replicability and reliability.

• �Validated tools (e.g., PHQ-9, GAD-7,  
HbA1c) carry clinical credibility.

• �Proprietary or vendor-designed tools may  
lack peer-reviewed evidence.

• �Widely adopted, standardized measures  
create comparability across contracts.
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5 Engagement Approach: Engagement ground rules define 
how vendors may contact and interact with members. 

Clear expectations are critical to ensure that outreach practices 
are effective, respectful, and aligned with purchaser values  
and policies. Purchasers may seek to limit outreach frequency, 
require member consent or opt-in, and specify permissible 
channels (e.g., text, phone, mailer) to protect member trust and 
prevent overcommunication. Vendors value flexibility to reach 
members through multiple touch points and may need to tailor 
outreach strategies to different populations. This repeated, 
multimodal contact can be important to drive engagement  
and outcomes for some solutions.

6 Data Sharing Commitments: Reliable performance 
measurement is foundational to PBCs. To assess whether  

a solution is driving clinical or financial impact, purchasers and 
vendors need access to timely, high-quality data and the analytic 
capacity to interpret them in a timely manner. This includes 
identifying eligible populations, establishing baselines,  
tracking engagement, measuring outcomes, and reconciling 
performance payments. 

Health plans and employers differ substantially in the types  
of data they can access. Purchasers typically have access  
to claims, eligibility, and pharmacy data. Some also operate  
across distinct lines of business that can support more tailored 
stratification and evaluation. Vendors hold more granular 
information about member activity within their platform,  
such as usage patterns, care delivery milestones, and patient- 
reported outcomes. While some large employers maintain  

Striking the right balance helps avoid two common risks: 
underreach, where members fail to engage because outreach  
is too limited, and overreach, where members disengage from 
excessive or intrusive contact. Contract terms can also address 
operational questions, such as if outreach should be coordinated 
with other communications or how opt-out requests will be 
honored. Ultimately, engagement rules should align with the 
broader objective of the contract: maximizing meaningful 
participation while safeguarding member experience.

their own data warehouses or partner with analytics firms,  
many rely on third-party administrators, brokers, or health  
plans to provide data and insights about member activity. 

The information asymmetry can be problematic when  
vendors base outcomes on proprietary metrics, unverifiable 
cost-avoidance models, or narrow subpopulations of 
high-performers. 

CASE STUDY
Investing in Data Infrastructure to Strengthen Contracting 
A global technology company has invested in data infrastructure to better evaluate, negotiate, and manage digital health 
contracts. Before implementation, the company conducts readiness assessments and collaborates with actuarial consultants 
to set realistic, data-driven performance guarantees based on historical claims and utilization trends.

After launch, vendor performance is monitored through a centralized data warehouse that integrates claims, engagement, 
and outcomes data. This enables the company to validate ROI in real time and adjust contract terms when needed— 
for example, revising communication limits that constrained engagement. The approach strengthens accountability  
and ensures that contracts are continuously informed by measurable results.

Operational Components: This section covers the contract terms and processes necessary to operationalize 
performance-based contracts at scale, including parameters around member outreach, data-sharing expectations 
and infrastructure, and administrative provisions to enable consistent implementation and reconciliation.

Employers

May prefer to receive deidentified data and/or work with a third-party 
data warehouse for processing and analysis. 

Health Plans

May prefer to receive identifiable data to analyze along with claims 
and other data streams.

KEY PURCHASER DISTINCTION
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7 Administrative Terms: The timeline required to observe 
meaningful improvements in clinical outcomes or 

reductions in total cost of care frequently exceeds the duration 
of most purchaser-vendor contracts. Many health outcomes and 
realized cost savings unfold over multiple years, but the majority 
of purchasers have a 12–36-month time horizon, which is why 
PHTI’s assessment reports contain budget impact models that 
are based on one- and three-year timeframes. There are 
practical reasons for this relatively short time horizon: 
Purchasers, particularly employers, operate within constrained 
annual budgets and must justify new spend quickly, especially 
when partnering with early-stage companies that carry 
operational or financial risk. Workforce considerations—such  
as high turnover and churn in enrollment—often compress the 
window further, especially in industries with high turnover. 

Even when purchasers recognize that a solution’s full impact 
may take longer to materialize, shorter contracts are often 
preferred as a way to manage downside risk, assess early 
signals, and retain flexibility. This can create tension: Programs 
may be discontinued before long-term clinical benefits or cost 
savings can be realized, limiting both the potential impact of the 
solution and the ability to measure it accurately. While there are 
notable exceptions (e.g., some large or unionized employers 
report longer average tenure, as do some Medicare Advantage 
plans), most purchasers approach PBCs with a shorter 
evaluation lens, which shapes the length of contracts that  
they are willing to sign and the payment models they prefer.  
In addition to the contracted period when a digital solution is 
offered to members, purchasers and vendors must agree on  
a reconciliation period for PBCs. Depending on the outcomes 

being measured and tied to payment, there will be a necessary 
run-out period for claims and other data sources to allow for 
validation of results and appropriate payment calculations. 

Other administrative terms include expectations around 
reconciliation, including timelines, data sources, and validation 
methodology. Some purchasers include audit rights within their 
contracts, requiring vendors to share data and analyses— 
an approach that enhances accountability.

CASE STUDY
Embedding Audit Rights Into Contracts Strengthens Transparency and Trust 

Wonderful Company’s Suzanne Usaj embeds strong audit rights into all of Wonderful’s performance-based contracts. 
This employer requires that vendors provide claims-based ROI calculations using matched cohort methodology, with clear 
engagement thresholds and defined timelines for data delivery. The audit provisions included in the contract also allow 
the purchaser to verify reported results and trigger penalties if guarantees are not met. 

CASE STUDY
Using Annual Scorecards to Maintain 
Vendor Alignment 

AT&T conducts an annual evaluation process to  
ensure that digital health vendors remain aligned  
with its evolving workforce needs. Each year, vendors 
are scored across financial, clinical, access, and 
member-experience metrics, with each domain 
weighted differently depending on the solution’s goals. 
For instance, condition management tools emphasize 
clinical outcomes, while navigation solutions prioritize 
user experience and access.

Vendor-reported ROI is validated by the employer’s 
in-house actuarial team using internal claims data. 
Renewal decisions are based on the composite score 
rather than contractual guarantees alone, ensuring 
evaluations reflect strategic priorities. This consistent, 
structured review keeps vendors accountable and 
aligned with long-term goals.



Exhibit 6

MOVING TOWARD RIGOROUS PERFORMANCE-BASED CONTRACTS
As purchasers increase their comfort with PBCs, they can introduce additional contracting sophistication.

Fixed payment based 
on eligible members.

Variable payment
based on engaged
members.

Incorporate a small
performance payment.

Increase the fees 
in the performance
payment.

Incorporate an 
ROI metric based 
on savings.

PEMPM

Clinical
Outcome

Financial/
ROI Metric

PMPM/
PEMPM PEMPM

PEMPM
PEMPM

Clinical
Outcome

Clinical
Outcome

LEAST RIGOROUS	 MOST RIGOROUS
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Moving Toward Rigorous 
Performance-Based Contracts
As purchasers consider the tools available to drive impact, they may want to consider how to move along the 
spectrum of PBC sophistication during their next contracting cycle. One common first step is shifting from a 
PMPM payment model, in which vendors are paid for all eligible members regardless of participation, to a 
PEMPM model. Under PEMPM, vendors are paid only for members who actively enroll and participate. While  
the per engaged member rate is higher, overall spend becomes more efficient because costs reflect actual 
utilization rather than potential eligibility.

	

At first, most digital health companies were charging per member 
per month or upfront fees. That creates a perverse incentive to sign 
up enough people to look successful, irrespective of outcomes. We 
flipped that by only getting paid if members engage and achieve 
meaningful clinical improvement, and we further back that 
investment with a 100% guarantee on claims-based ROI.”

—Sword

The framework below illustrates a hierarchy of approaches,  
from contracts focused primarily on access to those that 
incorporate progressively greater clinical and financial 
accountability. Moving along this spectrum typically involves 
refining engagement metrics, introducing validated outcome 
measures, and tying a larger share of contract value  
to performance.

Primary Goal: 
Member Satisfaction

Primary Goal: 
Access

Primary Goal: 
Outcomes



Exhibit 7

PURCHASER PRIORITIES AND REFINEMENTS

Two Payment Streams Weighting of Payment Streams
BASIC CONTRACT STRUCTURE CONTRACT REFINEMENTS

A contract may include
more generous engagement 
fees for solutions focused
on improving access
or experience.

Relative weighting of either payment stream will vary
on the basis of the clinical area and purchaser priorities. 

A contract may include 
a higher proportion of
performance payments 
for solutions focused on
clinical improvements.

Performance
Component(s)Performance

Component(s)

Engagement
Fee Engagement

Fee

Performance
Component(s)

Engagement
Fee

TOTAL 
CONTRACT 

VALUE
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As purchasers become more experienced with performance- 
based contracting, there are a variety of levers available  
to calibrate contracts more closely to goals, ranging from 
how engagement fees are structured to how performance 
components are defined. For example, purchasers relying on 
“all-or-nothing” guarantees can refine contracts by introducing 
sliding-scale or tiered performance payments. Under this 
approach, vendors earn proportional rewards for incremental 
improvement. For instance, a contract could set 10% 
improvement in blood pressure control as the full bonus 

threshold, while still awarding partial payments if performance 
improves by 5–9%. This structure creates incentives for vendors 
to pursue continuous gains across the population, rather than 
focusing narrowly on clearing a single benchmark. It also reduces 
friction when vendors make meaningful progress but fall just 
short of a cutoff, which supports stronger, long-term, 
purchaser-vendor relationships.

The graphic below illustrates how these choices connect to 
purchaser priorities and total contract value.

Gaps and Opportunities
As purchasers and vendors evolve and deepen the complexity 
of their PBCs, two key gaps remain: appropriate step-down 
care models after initial goals are reached and tailoring 
intervention intensity to member need.

Maintenance Models
Most digital health contracts are structured around high-touch 
interventions aimed at achieving specific clinical outcomes. 
Few vendors offer differentiated “step-down” or maintenance 
models to support members after initial goals (e.g., improved 
glycemic control or weight loss) have been met.

This gap leaves purchasers with limited options: continue paying 
full fees for members requiring only minimal support (e.g., 
monthly check-ins or automated nudges) or discontinue services 
entirely and risk clinical regression. The lack of scalable, 
cost-effective maintenance models poses a barrier to sustainable 
performance-based contracting, particularly for chronic 
conditions requiring long-term behavior change.

The ACCESS Model from CMMI offers a useful reference. 
ACCESS includes a follow-on period after the initial 
intervention year for a given beneficiary, reflecting the need 
for continued, lower-intensity support to sustain outcomes. 

Additional Contract Components

•	 �Definition of “engaged member” 
(e.g., opened app vs. more 
meaningful engagement over time)

•	 �Engagement thresholds (e.g., 
payment only triggered after XX 
engaged members)

•	 Rate per member (e.g., flat, tiered)

•	 �Payment approach: sliding scale  
or gating

•	 �Definition of denominator  
for calculation

•	 �Metric prioritization: split of 
performance payment across 
multiple outcomes

•	 Time horizon of measurement

https://www.cms.gov/priorities/innovation/innovation-models/access
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The model differentiates goals during this period: bringing 
members who remain out of control into control, while 
maintaining outcomes for those already in control. 

PHTI recommends a similar approach in commercial PBCs 
when clinically appropriate for the condition. When average 
beneficiary engagement with a solution exceeds a year and 
further engagement or maintenance is clinically indicated, 
vendors should develop and validate structured maintenance 
offerings and contract with purchasers at a lower price point 
to ensure continuity of care and long-term clinical 
improvement at a commensurate cost.

Triaging Lower Acuity Patients
Many digital health solutions target broad populations but few 
incorporate structured triage processes to direct lower acuity 
members to lighter touch or self-guided support. As a result, 
vendors may deploy high-cost clinical resources for members 
who could be effectively managed through automated tools, 
brief coaching, or primary care integration.

This lack of stratification creates tradeoffs for purchasers: 
continuing to pay for intensive services that exceed member 
needs or excluding lower acuity members altogether, limiting 
overall reach and engagement. Without clear criteria for triaging 
members by clinical severity or risk, contracts struggle to balance 
access, cost, and measurable impact.

PHTI encourages vendors to design and validate tiered care 
models that align resource intensity with member need, such  
as integrating automated monitoring or brief intervention 
pathways for low-acuity populations. 

Conclusion

As digital health continues to redefine care delivery, performance- 
based contracting is no longer aspirational, it is expected. 
However, realizing the full potential of these contracts requires 
thoughtful design, shared commitment to transparency, and 
scalable infrastructure for evaluation. 

This report provides a practical roadmap to help stakeholders 
navigate that complexity, align incentives, define meaningful 
outcomes, and create pathways to scale. The tools and case 
studies shared are designed to help purchasers and vendors 
move from theory to execution and from isolated pilots to 
sustainable models that work at scale.

As the market evolves, success will hinge on treating contracting 
as a collaborative partnership rather than a one-time transaction, 
bringing together innovation and accountability to ensure that 
digital health solutions not only promise transformation, but 
consistently deliver it. 
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Appendix A:  
Condition-Specific Performance-Based 
Contracting Toolkits
To address the growing interest in and common challenges with PBCs, PHTI has developed a set of toolkits 
focused on high-impact clinical areas: depression and anxiety, diabetes, hypertension, and musculoskeletal 
care. We expect these resources to be most helpful to employers and smaller, regional health plans that may 
not have the large actuarial and contracting teams of larger plans. Larger health plans, while typically more 
resourced, can also benefit from the contracts by leveraging standardized definitions and frameworks to 
streamline negotiations with vendors and promote consistency across contracts. Digital health vendors can 
also use these contracts to better understand purchaser expectations; strengthen their contracting readiness; 
and align pricing, reporting, and performance measurement with market norms.

Using the Toolkits
Organizations may use these toolkits as a starting point to: 

•	 �Standardize core elements of their contracting strategy  
across vendors

•	 �Promote alignment around engagement and 
outcomes metrics

•	 �Reduce time spent on initial contract negotiations by creating 
standard definitions and starting contract terms 

•	 �Ensure that key operational and data-sharing protocols are 
clearly articulated 

These toolkits help you navigate key contracting decisions for 
performance-based contracts. They do not create a binding  
legal contract. 

These toolkits were developed to build on PHTI’s prior 
assessment reports in each of the four clinical areas and have 
been vetted and refined through direct engagement with  
leading employers, health plans, and digital health vendors 
representing each clinical area. They incorporate feedback 
from both sides of the negotiating table on what is feasible  
to implement at scale.

These toolkits do not address pricing—a critical lever for 
driving impact in performance-based contracts. Purchasers 
and vendors are encouraged to consult PHTI’s assessment 
reports and budget impact models as resources to guide 
pricing conversations.

https://phti.org/assessments/
https://phti.org/assessments/
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Each toolkit addresses the seven key questions outlined in  
this report by including key contracting elements, such as 
structuring the payment model, defining the eligible population 
and engagement criteria, determining performance metrics, 
establishing a clear engagement approach, data sharing 
commitments, and administrative terms. Each of these  
is tailored to the specific clinical context.

Framework Overview
Designing an effective PBC requires careful decisions about 
what to measure, how to measure it, and how to tie payment to 
those results. Each purchaser must grapple with a core set of 
questions: Why are we implementing this solution? Who do we 
want this to serve? What level of risk are we comfortable with? 

Purchasers of different sizes and capabilities all must navigate 
seven recurring decision points across the three domains of 
performance-based contracting: designing a payment model, 
determining inputs for outcome measures, and selecting the 
operational components of the contract.

EFFECTIVE PERFORMANCE-BASED CONTRACTS REQUIRE AGREEMENT ON KEY CONTRACTING DECISIONS*

DECISION PURCHASERS DIGITAL HEALTH SOLUTION VENDORS

Payment Model Design

1 PAYMENT  
MODEL

Value predictable payments that incentivize 
outcomes and hold vendors accountable.

Prefer upfront payment structures or clawbacks that  
support stable cash flow and enable investment in delivery.

Outcome Measure Inputs

2 ELIGIBLE  
POPULATION

Seek to balance broad access with avoiding  
payments for members unlikely to engage  
or benefit.

Favor inclusive eligibility definitions to maximize reach  
and ensure more members have access to services.

3 ENGAGEMENT  
CRITERIA

Want strict, outcome-linked engagement  
thresholds to avoid paying for superficial  
interactions.

Emphasize capturing a range of engagement signals, 
recognizing that early or light-touch interactions  
can be important precursors to deeper participation.

4 PERFORMANCE 
METRICS

Prioritize validated, clinically credible measures with 
transparent data sources and calculation methods.

Advocate for measures that are feasible to collect within 
their platforms and still meaningful for tracking progress.

Operational Components

5 ENGAGEMENT  
APPROACH

Aim to protect member trust by setting parameters  
for outreach channels, frequency, and consent.

Seek flexibility to use multiple touchpoints to maximize 
uptake and sustain member participation.

6 DATA SHARING 
COMMITMENTS

Require timely, comprehensive, and verifiable  
data to evaluate impact and reconcile payments.

Aim to balance transparency with operational practicality, 
sharing data that demonstrates value while managing 
privacy, interoperability, and resource constraints.

7 ADMINISTRATIVE  
TERMS

Favor shorter contracts that align with budget cycles 
and reduce downside risk if performance lags.

Prefer longer terms to allow sufficient time to show  
impact, particularly for outcomes that unfold over  
multiple years.

* Each purchaser and digital health solution vendor may have different preferences than those represented.
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Performance Payment Calculation
The following details the inputs required to define the eligible 
population and calculate outcome measures. The selections for 
each of these components will impact the threshold for PEMPM 
payments as well as the equation for calculating performance 
withholds.

�Numerator: For cohort in the denominator, number of eligible 
members who meet the performance threshold for the 
measure of interest. 

�Denominator: Total eligible members who meet the 
meaningful engagement definition for duration of program 
tenure requirement.

Understanding the Inputs

The inclusion and exclusion criteria (Decision 2: Eligible 
Population) define the total population of eligible members  
who may engage with the solution. Narrowing the eligibility  
will limit the number of individuals who may be included in  
the denominator and the numerator.

�The performance threshold for the measure of interest 
(Decision 4: Performance Metrics) defines the target clinical 
improvement. Raising the target will shrink the number of 
individuals in the numerator, decreasing the overall 
performance payment.

�The meaningful engagement definition (Decision 3: 
Engagement Criteria) defines what level of engagement is 
required for an individual to be included in the calculations. 
Increasing the requirements will shrink the number of 
individuals in the denominator and the numerator.

�The program tenure requirement (Decision 4: Performance 
Metrics) defines the minimum amount of time an individual 
must engage with the solution to be included in the calculations. 
Increasing the tenure requirement will shrink the number of 
individuals in the denominator and the numerator.

Numerator: Number of individuals in the denominator who meet the 
performance measure target (Decision 4: Performance Metrics).

Denominator: Number of individuals who meet the meaningful  
engagement definition (Decision 3: Engagement Criteria) for the duration 

of the program tenure requirement (Decision 4: Performance Metrics).

 
 
 
 

Maximum 
Potential 

Performance 
Payment

 
 
 

Actual  
Performance 

Payment

PERFORMANCE PAYMENT CALCULATION

phti.org/pbc-toolkits

Access the Interactive  
Contracting Toolkits
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This toolkit draws on findings from PHTI’s Virtual Solutions for Depression and 
Anxiety Assessment and PHTI’s Performance-Based Contracting Playbook.  
It is meant to help purchasers and digital health vendors establish clear,  
evidence-based contract terms that align payment with improvements 
in access to behavioral health services and related outcomes.

Payment  
Model1

PHTI recommended

Optional

Payment Model Design: This section addresses how payments can be structured to meaningfully tie contract 
value to performance while preserving predictability and feasibility.

Access the  
Interactive Toolkit

 

A performance-based contract structures your payments to reward outcomes while minimizing 
administrative burden, avoiding perverse incentives, and balancing accountability with  
budget predictability.

While PHTI generally recommends tying performance payments to validated clinical outcomes 
in most clinical areas, purchasers of depression and anxiety solutions often prioritize expanding 
access to care and driving sustained engagement. Interviews indicate that purchasers view 
engagement as a critical early indicator of performance and a necessary precursor to 
downstream clinical improvement and cost impact.

As a result, many purchasers structure payment models that emphasize engagement-based 
payments—moving away from flat PMPM arrangements that pay regardless of utilization 
—while selectively incorporating clinical outcome–based performance payments as programs 
mature and measurement infrastructure strengthens.

PHTI recommends tying a majority of contract value to performance payment. 
Percentages must sum to 100%.

Select the payment model(s) for the contract.

	� Per engaged member per month (PEMPM): ______% 
Monthly payment for each member meeting “Meaningful Engagement” (See Decision 
3: Engagement Criteria). PEMPM pricing includes access to self-guided digital content.

	 Utilization payment: ______%

	 	� Per visit fee 
Standard session fee charged per virtual live visit, up to a monthly and/or annual 
cap per member.

	 	Case rate model
		  Single payment for a bundle of multiple virtual live visits.

40

40

Virtual Solutions for 
Depression and Anxiety

https://phti.org/assessment/virtual-solutions-anxiety-depression/
https://phti.org/assessment/virtual-solutions-anxiety-depression/
http://phti.org/research-insight/performance-based-contracting
https://phti.org/performance-based-contracting-toolkit/?condition-area=depression-anxiety
https://phti.org/performance-based-contracting-toolkit/?condition-area=depression-anxiety


CONTRACTING TIPS

• �If including a cap on sessions, specify patient options once cap is reached, e.g., transitioning to other network care or out  
of pocket payment.

• �Purchasers may select a monthly or quarterly case rate model as opposed to a per visit fee.
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Eligibility criteria determine which plan members may engage with the solution and have  
their outcomes measured. Eligibility typically includes clinical criteria, demographics, or 
utilization history.

Eligible  
Population2

PHTI recommended

Optional

Outcome Measure Inputs: This section focuses on defining what performance is measured and for whom, 
including eligible populations, thresholds for engagement, and clinically meaningful outcome measures that  
are feasible to collect, validate, and adjudicate.

20	 Performance payment: ______%

Additional payment based on achievement of selected clinical performance measure(s); often 
used selectively in depression and anxiety contracts alongside engagement-based payments. 
(see Decision 4: Performance Metrics).

CONTRACTING TIPS

• �Include clause allowing digital health solution vendor to update the exclusion criteria based on medical contraindications.  
(e.g., serious mental illness and associated medications).

• �Specify timing for when exclusion criteria adjustments can be made to the contract.

�• �Consider tiered pricing for lower acuity patients being treated with lower intensity intervention. Add data sharing commitments  
to ensure transparency of triage process.

Select the members eligible to use the solution. 

INCLUSION CRITERIA

	� All members

	 Other _________

EXCLUSION CRITERIA

	 Other _________

Appendix A: Virtual Solutions for Depression and Anxiety PBC Toolkit
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PHTI recommends members meet 3 criteria to be considered meaningfully engaged.

PROGRAM START 

	 Criteria 1: Member completes onboarding, initial assessment, or first visit

CLINICAL UTILIZATION

	� Criteria 2: Baseline clinical assessment (first month only) 
Must complete a validated screening tool within ____ days of enrollment

	� Criteria 3: Member must meet at least one of the following interaction thresholds 
each month:

	 	 Live therapy or coaching session: ≥ ____ sessions completed

	 	 Digital CBT module: ≥ ____ modules completed

	 	 Two-way asynchronous messaging with care team: ≥ ____ exchanges

	 	 Other _________

	 �Engagement criteria informed by PHTI’s Virtual Solutions for Depression and Anxiety 
Assessment based on the various care models studied.

3 Engagement 
Criteria

PHTI recommended

Optional

Clear, meaningful engagement thresholds help limit payment to members who are 
meaningfully engaged with the solution and most likely to experience a clinical impact.  
While there are many common engagement metrics, not all are considered meaningful.

In the two-stream payment model, the definition of meaningful engagement directly impacts 
the size of the payments made to the vendor. A looser definition of engagement will create a 
larger PEMPM payment and will increase the number of individuals whose clinical outcomes 
are considered for the performance payment.

15

1

2

2

INSIGHTS

Currently the main definitions of engagement in use today include metrics such as app logins, email opens, and an engagement 
index. Purchasers increasingly indicate that they prefer more meaningful engagement metrics, especially as these metrics 
serve as the basis for PEMPM payments and performance payment calculations. PHTI’s recommended definitions focus on 
engagement milestones that are correlated with clinical impact.

CONTRACTING TIPS

• �At least one of the above interactions must be member- 
initiated (e.g., scheduling appointment, messaging, starting a 
module); however, consider excluding therapy sessions from 
member-initiated requirement to allow provider to follow up 
with appointment scheduling without penalty.

• �Define the maximum days (e.g., 15) for capturing baseline  
clinical measures, considering operational workflows.

• �Consider defining a maintenance-model specific set of  
engagement criteria which reflects a maintenance-specific 
care model.

Appendix A: Virtual Solutions for Depression and Anxiety PBC Toolkit
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Select which performance metric(s) should be tied to the performance payment.

In depression and anxiety contracts, many purchasers emphasize engagement-based 
performance as the primary lever, reflecting the importance of access to care and sustained 
participation as prerequisites to meaningful clinical improvement. Engagement is often viewed 
as a more immediate and attributable indicator of performance within typical contract periods.

Some purchasers also incorporate downstream clinical outcome–based performance 
payments, particularly as programs mature, to reinforce accountability for symptom 
improvement. Where clinical performance measures are included, PHTI recommends using 
validated, widely adopted instruments with established benchmarks. 

Performance  
Metrics4

PHTI recommended

Optional

4

	 Patient Health Questionnaire-9 (PHQ-9)

	� Validated assessment containing nine questions that assesses frequency of symptoms 
in the previous two weeks, such as low mood, fatigue, sleep disturbances, and 
thoughts of self-harm. Each item is scored from 0 to 3, yielding a total score between  
0 and 27, with higher scores representing more severe symptoms. 

	� Generalized Anxiety Disorder scale-7 (GAD-7)

	� Validated assessment containing seven questions that measure indicators of 
generalized anxiety, such as excessive worry, restlessness, and difficulty relaxing, 
resulting in scores ranging from 0 to 21.

Confirm the desired program tenure for inclusion in the performance payment.

	 Members enrolled for _______ consecutive months

	� Improvement in PHQ-9 and GAD-7 can be expected to yield results within 6–12 weeks  
as demonstrated in PHTI’s Virtual Solutions for Depression and Anxiety Assessment. 
PHTI recommends 16 weeks (4 months) to account for potential scheduling delays.

CONTRACTING TIPS

• �Define appropriate administration pathway for assessment (e.g., administered by a trained clinician or, when self-reported, 
completed independently by patients using a validated survey tool) and establish data collection standards to maintain  
inter-rater reliability.

Appendix A: Virtual Solutions for Depression and Anxiety PBC Toolkit
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Appendix A: Virtual Solutions for Depression and Anxiety PBC Toolkit

5 Engagement 
Approach

PHTI recommended

Optional

Operational Components: This section covers the contract terms and processes necessary to operationalize 
performance-based contracts at scale, including parameters around member outreach, data-sharing expectations 
and infrastructure, and administrative provisions to enable consistent implementation and reconciliation.

The engagement approach establishes clear parameters for how vendors may contact and 
interact with members to promote engagement with the solution. 

Purchasers may seek to limit outreach frequency, require member consent or opt-in, and 
specify permissible channels (e.g., text, phone, mailer) to protect member trust and prevent 
overcommunication. Vendors value flexibility to reach members through multiple touchpoints 
and may need to tailor outreach strategies to different populations. This repeated, multimodal 
contact can be important to drive engagement and outcomes for some solutions.

Select your engagement approaches.

	 Governance Alignment
	� Vendor will adhere to the purchaser’s existing governance processes for member 

communications (e.g., prior review committees, compliance protocols) and will not 
initiate outreach outside of those processes without written approval.

	 Material Review & Approval
	� Vendor will submit all co-branded and company-branded outreach and education 

materials for purchaser approval prior to use (co-branded materials are generally 
preferred and shown to improve engagement). Purchaser will approve or propose 
modifications within X days of submission.

	 Revisions & Updates
	� Any revisions to previously approved materials (including templates, scripts, and  

digital content) must be resubmitted for purchaser review and approval within X days 
before deployment.

	 Outreach Parameters
	� Purchaser and vendor will agree in advance on the minimum or maximum number, 

frequency, and type of outreach attempts (e.g., SMS, email, phone) to optimize 
engagement while minimizing member abrasion. Any deviation requires prior 
purchaser approval.

	 Compliance & Reporting
	� Vendor will track all member outreach against agreed guidelines and share reporting 

(frequency, channel, response rates, opt-outs) with the purchaser at agreed intervals.

	 Member Experience Protections
	� Outreach must comply with applicable laws and regulations (e.g., TCPA, HIPAA) and 

avoid high-frequency or intrusive tactics. Vendor will promptly address purchaser 
concerns about member complaints or abrasion.

	 Other _________
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Appendix A: Virtual Solutions for Depression and Anxiety PBC Toolkit

6 Data Sharing 
Commitments

PHTI recommended

Optional

Reliable performance measurement is foundational to performance-based contracting.  
To assess whether a solution is driving clinical or financial impact, purchasers and vendors 
need access to timely, high-quality data and the analytic capacity to interpret them in a  
timely manner. 

Select which data sharing commitments should be included in the contract. 

FROM PURCHASER TO VENDOR

Data sharing format

	 Identified data file

Data files

	 Eligibility file

FROM VENDOR TO PURCHASER

Data sharing format

	 Identified data file

	 De-identified data file

Data files

	 Enrollment file 

	 	 Date of click consent

	 	 Months of meaningful engagement 

	 	 Baseline assessment for each member

	 Summary statistics (enrolled and engaged members) 

	 	 Population average change in assessment

	 	 No show rate for live sessions 

	 	 Session utilization (average number of live sessions utilized per member)

	 	 Average member-initiated interactions with solution

	 	 Other _________

		  E.g., Access metrics stratified by preferred language

	� Exclusion report (For members excluded for clinical reasons, share report of  
documented reasons)

	 Initial and final clinical measurements 
	 �(Such as measures proximate to enrollment and last measurement of the performance 

period such as PHQ-9/GAD-7)
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Appendix A: Virtual Solutions for Depression and Anxiety PBC Toolkit

	 Data required to feed into data warehouse/third-party data management resource

	 Other _________

6. �Data Sharing 
Commitments

CONTRACTING TIPS

• �For all data file sharing, determine cadence and format for sharing prior to contracting. Consider including template reports in the 
contract to ensure file readability.

• �Purchasers commit to active list management, including monthly deletions, corrections, and additions.

• �Purchaser submits monthly list in machine-readable format with members that meet eligibility criteria. Eligibility file should 
include full population to avoid claims lag post-diagnosis. Pre-determine select data fields to include in the file (e.g., plan ID, 
name, address, demographics).

• Include purchaser audit rights for vendor data in contract.
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Appendix A: Virtual Solutions for Depression and Anxiety PBC Toolkit

Administrative  
Terms7

PHTI recommended

Optional

Select administrative terms: Reconciliation.

	� One year measurement period, beginning when minimum enrollment is  
achieved for ____ months

	� Improvement in PHQ-9 and GAD-7 can be expected to yield results within 6–12 weeks  
as demonstrated in PHTI’s Virtual Solutions for Depression and Anxiety Assessment.  
PHTI recommends 16 weeks (4 months) to account for potential scheduling delays.

	� Bonuses determined within a ____ month period following ____ months  
post-measurement period

	 Consider three months to ensure time for claims run-out. 

	 Other _________

Select administrative terms: Contract duration and renewal.

	  ____ -year initial term, with fixed price throughout term 

	 Annual renewal with ____ -day notice

	 Termination for cause provisions
	� Cause for termination may include: Lack of critical mass of members meeting 

meaningful engagement criteria, lack of critical mass of members meeting program 
tenure for performance payment eligibility.

	 Define Billing Frequency: 

	 	 PEMPM payments: ________ billing

	 	 Utilization payments: ________ billing

	 	 Performance payments: ________ billing

	 Other _________

Quarterly

Quarterly

Annual

4

1

120

3

3

INSIGHTS

• �Purchasers should consider availability of resources required to calculate performance payments prior to establishing bonus 
determination deadline.

• �Most purchasers will elect quarterly PEMPM payments and annual performance payments. In cases where high churn exists 
among members, purchasers may prefer to reconcile performance payments on a quarterly basis.

CONTRACTING TIPS

• �Require a minimum number of meaningfully engaged patients to trigger performance payment. If minimum is not met, consider 
no performance payment.

• �Incorporate terms around pro-rating bonuses if contract is terminated early or not-renewed.
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This toolkit draws on findings from PHTI’s Digital Diabetes Management Solutions 
Assessment and PHTI’s Performance-Based Contracting Playbook. It is meant  
to help purchasers and digital health vendors establish clear, evidence-based 
contract terms that align payment with improvements in glycemic control and 
related outcomes.

A performance-based contract structures your payments to reward outcomes while minimizing 
administrative burden, avoiding perverse incentives, and balancing accountability with  
budget predictability.

There are multiple ways to structure your payment. Many performance-based contracts today 
use a clawback model, in which vendors are paid up front, with the understanding that funds 
will be returned if previously agreed-upon performance guarantees are missed. In practice, 
though, clawbacks are rarely enforced as written. Purchasers report that this undermines 
accountability and creates friction with vendors, particularly at the end of a contract.

A stronger alternative is a two-stream payment model that separates fees for engaged members 
from performance payments—vendors receive a lower base fee tied to meaningful engagement, 
with the performance component withheld until outcomes are achieved. This approach 
maintains some vendor cash flow while withholding part of the fees for demonstrated results.

PHTI recommends tying a majority of contract value to performance payment. 
Percentages must sum to 100%.

Select the payment model(s) for the contract.

	� Per engaged member per month (PEMPM): ______% 
Monthly payment for each member meeting meaningful engagement criteria  
(See Section 3: Engagement Criteria)

	� Performance payment: ______% 
Additional payment based on achievement of selected performance measure(s)  
(See Section 4: Performance Metrics)

	 Pharmacy shared savings: 
	� Shared savings represent a portion of avoided pharmacy spending on diabetes 

medications for the engaged population, as expected to be incurred if the solution  
were not implemented. Tip: Should only be pursued by purchasers who are able to 
analyze and validate statistically valid cost savings results, either in-house or through  
a third-party vendor.

Payment  
Model1

PHTI recommended

Optional

Payment Model Design: This section addresses how payments can be structured to meaningfully tie contract 
value to performance while preserving predictability and feasibility.

30
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Digital Diabetes 
Management Solutions
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CONTRACTING TIPS

Per engaged member per month (PEMPM) 
• �Consider adding a time limit for PEMPM payments for a given 

individual (e.g., until 3 quarters of stable HbA1c control).

• �Consider structuring PEMPM payments as a fixed, upfront  
fee that is tiered by the number of eligible members to  
simplify administration.

Performance payment
• ��To define the maximum possible performance payment,  

utilize the anticipated total PEMPM payment for members  
who exceed agreed-upon program tenure.

Pharmacy shared savings 
• �Define the time frame for calculating shared savings. This  

will typically be longer than the annual reconciliation for  
the performance payment (e.g., 3 years).

• �Subtract the payments made for PEMPM and performance 
payments during the shared savings measurement period  
to calculate the total savings as this reflects savings already 
shared with the vendor.
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INSIGHTS

PHTI recognizes that performance-based contracts include maintenance or follow-on periods to support sustained clinical 
outcomes when the evidence base supports it and at an appropriate cost. These periods should be contracted at a lower  
price point, with performance expectations tailored to member status at the maintenance period baseline. For members  
that remain above clinical thresholds at the beginning of the maintenance period, performance payment should be tied to 
improvement and achievement of control. For members already in control, performance payment should be tied to sustaining 
status and preventing regression.

Select the members eligible to use the solution.

	 All members

� 	 Only patients with a clinically appropriate diagnosis of diabetes

•	 �Laboratory findings of type 2 diabetes and/or documented diagnosis of type 2 
diabetes, or

•	 On diabetes prescription medicine with accompanying diagnosis of type 2 diabetes 
	 Consider clinical review clause for members eligible only due to Rx use to avoid  
	 inclusion due to off-label medication use

� 	 Limit offering to subset of people with diabetes most likely to benefit (select one or more)

	 	� Those with HbA1c > 9

	 	Those newly starting insulin

	 	Those with recent emergency department visit or inpatient discharge

Eligibility criteria determine which plan members may engage with the solution and have  
their outcomes measured. Eligibility typically includes clinical criteria, demographics, or 
utilization history.

Eligible  
Population2

PHTI recommended

Optional

Outcome Measure Inputs: This section focuses on defining what performance is measured and for whom, 
including eligible populations, thresholds for engagement, and clinically meaningful outcome measures that  
are feasible to collect, validate, and adjudicate.

Appendix A: Digital Diabetes Management Solutions PBC Toolkit
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Clear, meaningful engagement thresholds help limit payment to members who are 
meaningfully engaged with the solution and most likely to experience a clinical impact.  
While there are many common engagement metrics, not all are considered meaningful.

In the two-stream payment model, the definition of meaningful engagement directly impacts 
the size of the payments made to the vendor. A looser definition of engagement will create a 
larger PEMPM payment and will increase the number of individuals whose clinical outcomes 
are considered for the performance payment.

PHTI recommends members meet 3 criteria to be considered meaningfully engaged.

Define engagement criteria for the contract.

PROGRAM START 

	 �Criteria 1: Member executed engagement agreement

CLINICAL UTILIZATION

	� Criteria 2: Baseline HbA1c captured within ____ days before or after program start,  
as defined above

	� Criteria 3: At least ____ member-initiated transactions with program per ____ months  
Clearly define “transaction” in contract, prioritizing member-initiated and clinically 
meaningful interactions

CONTRACTING TIPS

• �Include clause allowing digital health solution vendor to update the exclusion criteria based on medical contraindications.

• �Specify timing for when exclusion criteria adjustments can be made to the contract.

INSIGHTS

The main definitions of engagement in use today include metrics such as app logins, email opens, and an engagement index. 
Purchasers increasingly indicate that they prefer more meaningful engagement metrics, especially as these metrics serve as  
the basis for PEMPM payments and performance payment calculations. PHTI’s recommended definitions focus on engagement 
milestones that are correlated with clinical impact.

EXCLUSION CRITERIA 

Members with (select all that apply):

	� Advanced chronic kidney disease

	� Advanced heart failure

	� Advanced neurologic disease

	� Pregnant or breast-feeding women

	� Serious mental illness

	� Type 1 diabetes

	 Other _________

	 None

2. �Eligible Population

3 Engagement 
Criteria

PHTI recommended

Optional

15

3 3
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Select which performance metric(s) should be tied to the performance payment.

PHTI recommends selecting validated, feasible measures—favoring biomarker-based 
outcomes and clinically accepted instruments—and determining the time horizon for impact.

In clinical practice, there are many ways to measure glycemic control. They include directly 
measuring the quantity of glucose in the blood at a single point in time, which can fluctuate 
depending on what a patient ate, the time of day, or the equipment used. Given these 
variations, HbA1c is the most widely used measurement for both clinicians and patients 
because it serves as a superior measurement of glycemic control over time.

	 Laboratory reported HbA1c _______%

	 Weight Loss Percent _______%
	 �Clinical guidelines identify weight management as a core component of type 2 diabetes 

care, given its role in improving insulin sensitivity and cardiometabolic risk. PHTI’s 
Digital Diabetes Management Solutions Assessment found that interventions show 
more consistent and durable improvements in secondary outcomes including weight 
loss alongside large HbA1c reductions.

Confirm the desired program tenure for inclusion in the performance payment.

	 Members enrolled for ____ consecutive months
	 �Usual care of diabetes including prescription medications can be expected to  

yield results within 4 months, as reported in PHTI’s Digital Diabetes Management 
Solutions Assessment.

CONTRACTING TIPS

HbA1c
• �Specify the allowable time frame for collecting a member’s final measurement that is used to calculate the change as  

compared to baseline, in order to be included in the performance payment calculation.

Weight Loss Percent
• �Measure average % body weight reduction relative to weight reduction target. Readings based on connected smart scale 

reading, not self-reported.

CONTRACTING TIPS

• �Explicitly define ‘transaction’ (e.g., HbA1c measurement) and prioritize member-initiated and clinically significant interactions.

• �Define the maximum days (e.g., 15) for capturing baseline HbA1c reading, considering operational workflows.

• �Consider defining a maintenance-model specific set of engagement criteria which reflects a maintenance-specific care model.

Performance  
Metrics4

PHTI recommended

Optional

100

4
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Appendix A: Digital Diabetes Management Solutions PBC Toolkit

5 Engagement 
Approach

PHTI recommended

Optional

Operational Components: This section covers the contract terms and processes necessary to operationalize 
performance-based contracts at scale, including parameters around member outreach, data-sharing expectations 
and infrastructure, and administrative provisions to enable consistent implementation and reconciliation.

The engagement approach establishes clear parameters for how vendors may contact and 
interact with members to promote engagement with the solution. 

Purchasers may seek to limit outreach frequency, require member consent or opt-in, and 
specify permissible channels (e.g., text, phone, mailer) to protect member trust and prevent 
overcommunication. Vendors value flexibility to reach members through multiple touchpoints 
and may need to tailor outreach strategies to different populations. This repeated, multimodal 
contact can be important to drive engagement and outcomes for some solutions.

Select your engagement approaches.

	 Governance Alignment
	� Vendor will adhere to the purchaser’s existing governance processes for member 

communications (e.g., prior review committees, compliance protocols) and will not 
initiate outreach outside of those processes without written approval.

	 Material Review & Approval
	� Vendor will submit all co-branded and company-branded outreach and education 

materials for purchaser approval prior to use (co-branded materials are generally 
preferred and shown to improve engagement). Purchaser will approve or propose 
modifications within X days of submission.

	 Revisions & Updates
	� Any revisions to previously approved materials (including templates, scripts, and  

digital content) must be resubmitted for purchaser review and approval within X days 
before deployment.

	 Outreach Parameters
	� Purchaser and vendor will agree in advance on the minimum or maximum number, 

frequency, and type of outreach attempts (e.g., SMS, email, phone) to optimize 
engagement while minimizing member abrasion. Any deviation requires prior 
purchaser approval.

	 Compliance & Reporting
	� Vendor will track all member outreach against agreed guidelines and share reporting 

(frequency, channel, response rates, opt-outs) with the purchaser at agreed intervals.

	 Member Experience Protections
	� Outreach must comply with applicable laws and regulations (e.g., TCPA, HIPAA) and 

avoid high-frequency or intrusive tactics. Vendor will promptly address purchaser 
concerns about member complaints or abrasion.

	 Other _________
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Appendix A: Digital Diabetes Management Solutions PBC Toolkit

Reliable performance measurement is foundational to performance-based contracting.  
To assess whether a solution is driving clinical or financial impact, purchasers and vendors 
need access to timely, high-quality data and the analytic capacity to interpret them in a  
timely manner. 

Select which data sharing commitments should be included in the contract. 

FROM PURCHASER TO VENDOR

Data sharing format

	 Identified data file

Data files

	 Eligibility file

	 	�� Medical and/or pharmacy claims files
	�	�  Supports identification of eligible population, and attribution. Purchasers may 

consider summary data in lieu of raw claims files.

		  	� New insulin starts 
�Consider a dedicated report on new insulin starts to aid with member targeting

	 	� Inpatient admission and/or emergency department visit data from Admission, 
Discharge, Transfer (ADT) data feeds

		�  Individuals may be more primed for behavior change after an acute event, 
supporting the need for real-time data for risk stratification and high-risk  
member identification 

	 	� Lab results
		  Supports clinical baselines and ending measures

	 Other _________

FROM VENDOR TO PURCHASER

Data sharing format

	 Identified data file

	 De-identified data file

Data files

	 Enrollment file 

	 	 Date of click consent

	 	 Months of meaningful engagement 

	 	 Baseline HbA1c for each member

	 	 Baseline weight for each member

	 	 Other _________

6 Data Sharing 
Commitments

PHTI recommended

Optional
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Appendix A: Digital Diabetes Management Solutions PBC Toolkit

CONTRACTING TIPS

• �For all data file sharing, determine cadence and format for sharing prior to contracting. Consider including template reports in  
the contract to ensure file readability.

• �Purchasers commit to active list management, including monthly deletions, corrections, and additions.

• �Purchaser submits monthly list in machine-readable format with members that meet eligibility criteria. Eligibility file should 
include full population to avoid claims lag post-diagnosis. Pre-determine select data fields to include in the file (e.g., plan ID, 
name, address, demographics).

• �Include purchaser audit rights for vendor data in contract.

• �For pharmacy shared savings payments, pharmacy claims file may be required to determine performance metrics. Detail 
necessary data from PBMs and incorporate any data sharing agreements prior to contracting.

	 Summary statistics (enrolled and engaged members)

	 	 Population average HbA1c change 

	 	 Population average weight change 

	 	 Average member-initiated interactions with solution

	 	 Other _________

	� Final clinical measurements  
e.g., measures proximate to enrollment and last measurement of the performance period

	 	 HbA1c measurement for each member

	 	 Weight measurement for each member

	 	 Other _________

	 Exclusion report
	 For members excluded for clinical reasons, share report of documented reasons

	 	 Data required to feed into data warehouse/third-party data management resource

	 	 Other _________

6. �Data Sharing 
Commitments
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INSIGHTS

• �Purchasers should consider availability of resources required to calculate performance payments prior to establishing bonus 
determination deadline. 

• ��Most purchasers will elect quarterly PEMPM payments and annual performance payments. In cases where high churn exists 
among members, purchasers may prefer to reconcile performance payments on a quarterly basis.

Appendix A: Digital Diabetes Management Solutions PBC Toolkit

The timeline required to observe meaningful improvements in clinical outcomes or reductions 
in total cost of care frequently exceeds the duration of most purchaser-vendor contracts.

Select administrative terms: Reconciliation.

	� One year measurement period, beginning when minimum enrollment is  
achieved for ____ months

	� Usual care of diabetes including prescription medications can be expected to  
yield results within 4 months, as reported in PHTI’s Digital Diabetes Management 
Solutions Assessment.

	� Bonuses determined within a ____ month period following ____ months  
post-measurement period

	 Consider three months to ensure time for claims run-out.

	 Other _________

Select administrative terms: Contract duration and renewal.

	  ____ -year initial term, with fixed price throughout term 

	 Annual renewal with ____ -day notice

	 Termination for cause provisions
	� Cause for termination may include: Lack of critical mass of members meeting 

meaningful engagement criteria, lack of critical mass of members meeting program 
tenure for performance payment eligibility.

	 Billing Frequency:

	 	 PEMPM payments: ________ billing

	 	 Performance payments: ________ billing

	 Other _________

CONTRACTING TIPS

• �Require a minimum number of meaningfully engaged patients to trigger performance payment. If minimum is not met, consider 
no performance payment.

• �Incorporate terms around pro-rating bonuses if contract is terminated early or not-renewed.

Administrative  
Terms7

PHTI recommended

Optional
4

1 3

3
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Digital Hypertension Management Solutions

This toolkit draws on findings from PHTI’s Digital Hypertension Management 
Solutions Assessment and PHTI’s Performance-Based Contracting Playbook. 
It is meant to help purchasers and digital health vendors establish clear, 
evidence-based contract terms that align payment with improvements  
in blood pressure control and related outcomes.

140 / 90 mmHg

Payment  
Model1

PHTI recommended

Optional

Payment Model Design: This section addresses how payments can be structured to meaningfully tie contract 
value to performance while preserving predictability and feasibility.

PERFORMANCE-BASED CONTRACTING TOOLKIT

A performance-based contract structures your payments to reward outcomes while minimizing 
administrative burden, avoiding perverse incentives, and balancing accountability with  
budget predictability.

There are multiple ways to structure your payment. Many performance-based contracts today 
use a clawback model, in which vendors are paid up front, with the understanding that funds 
will be returned if previously agreed-upon performance guarantees are missed. In practice, 
though, clawbacks are rarely enforced as written. Purchasers report that this undermines 
accountability and creates friction with vendors, particularly at the end of a contract.

A stronger alternative is a two-stream payment model that separates fees for engaged members 
from performance payments—vendors receive a lower base fee tied to meaningful engagement, 
with the performance component withheld until outcomes are achieved. This approach 
maintains some vendor cash flow while withholding part of the fees for demonstrated results.

PHTI recommends tying a majority of contract value to performance payment. 
Percentages must sum to 100%.

Select the payment model(s) for the contract.

	� Per engaged member per month (PEMPM): ______% 
Monthly payment for each member meeting meaningful engagement criteria

	 Performance payment: ______%
	 Additional payment based on achievement of selected performance measure(s)

	 Shared savings
	� Shared savings is the calculation of the difference between actual healthcare spending 

for the engaged population compared to their expected spending. The savings of the 
avoided costs are then split between the purchaser and vendor. Tip: Should only be 
pursued by purchasers who are able to analyze and validate statistically valid cost 
savings results, either in-house or through a third-party vendor. 

30
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Access the  
Interactive Toolkit

 

Digital Hypertension 
Management Solutions
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INSIGHTS

PHTI recognizes that performance-based contracts include maintenance or follow-on periods to support sustained clinical 
outcomes when the evidence base supports it and at an appropriate cost. These periods should be contracted at a lower price 
point, with performance expectations tailored to member status at the maintenance period baseline. For members that remain 
above clinical thresholds at the beginning of the maintenance period, performance payment should be tied to improvement 
and achievement of control. For members already in control, performance payment should be tied to sustaining status and 
preventing regression.

CONTRACTING TIPS

Per engaged member per month (PEMPM) 
• ���Consider adding a time limit for PEMPM payments for a given 

individual (e.g., until 4 quarters of blood pressure control). 

• ����Consider structuring PEMPM payments as a fixed, upfront fee that is 
tiered by the number of eligible members to simplify administration.

Performance payment
• ��To define the maximum possible performance payment, utilize the 

anticipated total PEMPM payment for members who exceed 
agreed-upon program tenure.

Shared savings
• ��Define the time frame for calculating shared savings.  

This will typically be longer than the annual 
reconciliation for the performance payment  
(e.g., 3 years).

• ��Subtract the payments made for PEMPM and 
performance payments during the shared savings 
measurement period to calculate the total savings as 
this reflects savings already shared with the vendor.

Select the members eligible to use the solution. 

	 All members with a diagnosis of hypertension

•	 �Those with a documented diagnosis or history of stage 1 hypertension or stage 2 
hypertension; or 

•	 �Those on hypertension prescription medication with a physician-conducted blood 
pressure reading that resulted in measurement equal to stage 1 or stage 2 hypertension

� 	 A subset of patients (select one or more):

	 	Those with >120 systolic and <80 diastolic blood pressure

	 	Those with >130 systolic blood pressure

	 	Those with >80 diastolic blood pressure

	 	� Those with a recent emergency department visit or inpatient discharge

Eligibility criteria determine which plan members may engage with the solution and have  
their outcomes measured. Eligibility typically includes clinical criteria, demographics, or 
utilization history.

Eligible  
Population2

PHTI recommended

Optional

Outcome Measure Inputs: This section focuses on defining what performance is measured and for whom, 
including eligible populations, thresholds for engagement, and clinically meaningful outcome measures that  
are feasible to collect, validate, and adjudicate.

Appendix A: Digital Hypertension Management Solutions PBC Toolkit
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CONTRACTING TIPS

• �Include clause allowing digital health solution vendor to update the exclusion criteria based on medical contraindications.

• �Specify timing for when exclusion criteria adjustments can be made to the contract.

EXCLUSION CRITERIA 

Members with (select all that apply):

	� Advanced chronic kidney disease

	� Advanced heart failure

	� Advanced neurologic disease

	� Pregnant or breast-feeding women

	� Hospice or palliative care use

	� Serious mental illness

	� Type 1 diabetes

	� Older than 85 years of age 
HEDIS metrics typically exclude 
those older than 85 years and 
younger than 18 years

	 Other __________

	 None

2. �Eligible Population

3 Engagement 
Criteria

PHTI recommended

Optional

Clear, meaningful engagement thresholds help limit payment to members who are 
meaningfully engaged with the solution and most likely to experience a clinical impact.  
While there are many common engagement metrics, not all are considered meaningful.

In the two-stream payment model, the definition of meaningful engagement directly impacts 
the size of the payments made to the vendor. A looser definition of engagement will create a 
larger PEMPM payment and will increase the number of individuals whose clinical outcomes 
are considered for the performance payment.

PHTI recommends members meet 3 criteria to be considered meaningfully engaged. 

PROGRAM START 

	 Criteria 1: Member completes onboarding, initial assessment, or first visit

CLINICAL UTILIZATION

	� Criteria 2: Baseline physician or member blood pressure readings captured within  
____ days before or after program start, as defined above.

	� Criteria 3: At least ____ member-initiated transactions with program per month for  
____ months. Improvement in blood pressure can typically be expected within 3 months.

15

3
3

INSIGHTS

Currently the main definitions of engagement in use today include metrics such as app logins, email opens, and an engagement 
index. Purchasers increasingly indicate that they prefer more meaningful engagement metrics, especially as these metrics 
serve as the basis for PEMPM payments and performance payment calculations. PHTI’s recommended definitions focus on 
engagement milestones that are correlated with clinical impact.

Appendix A: Digital Hypertension Management Solutions PBC Toolkit
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Select which performance metric(s) should be tied to the performance payment. PHTI 
recommends tying all or the majority of the performance payment to attainment of blood 
pressure control. 

If focusing on blood pressure control, set to 100%. If incorporating medication adherence, 
select the percentage of the total performance payment that will be tied to each.
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Performance  
Metrics4

PHTI recommended

Optional

CONTRACTING TIPS

• �Explicitly define ‘transaction’ (e.g., blood pressure recording) and prioritize member-initiated and clinically significant interactions.

• �Define the maximum days (e.g., 15) for capturing baseline blood pressure reading, considering operational workflows.

• �Consider defining a maintenance-model specific set of engagement criteria which reflects a maintenance-specific care model.

	 Blood Pressure Control: ______%
	� PHTI recommends contracts include a performance payment tied to improvements  

in blood pressure. This can be measured either via the HEDIS measure (BPC-E) or  
via absolute change in average SBP across the population, not both. PHTI 
recommends BPC-E as the preferred option for performance measure targets. 

	 	� HEDIS Blood Pressure Control for Patients with Hypertension (BPC-E):
		�  The percentage of members 18–85 years of age who had a diagnosis of 

hypertension and whose most recent blood pressure was <140/90 mmHg,  
the threshold in NCQA’s HEDIS BPC-E measure (Blood Pressure Control  
for Patients with Hypertension), which is widely accepted and calculated for 
quality improvement programs.

	 	� Systolic BP (SBP) improvement
		�  For members who exceed agreed-upon program tenure, change in systolic BP 

relative to target (e.g., >5 mmHg).

	 	 �Some purchasers and vendors may elect to measure absolute change in SBP to 
capture clinical improvement across the full risk spectrum. Using the SBP measure 
allows contracts to reward meaningful improvements among patients with more 
severe baseline hypertension who do not fall below the threshold at the end of the 
measurement period, while also recognizing improvements among patients who 
begin below the threshold but experience further blood pressure reductions. This 
approach limits rewards for small changes concentrated around the control cutoff 
(e.g., just above to just below <140/90) and instead ties payment to improvement 
in average SBP across the cohort.

	 Medication Adherence _______%
	� Percent of members who have ≥ 1 fill/dispense with >80% proportion of days  

covered (PDC), verified by pharmacy claims or digital pharmacy partners, among  
those prescribed.

100

continued
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CONTRACTING TIPS

Blood Pressure Control
• �Specify the allowable time frame for collecting a member’s final 

measurement that is used to calculate the change as compared to  
baseline, in order to be included in the performance payment calculation. 

• �Use HEDIS guidelines for acceptable and not acceptable blood  
pressure readings. Vendors may need to educate patients.

Medication Adherence
• �Define minimum member months required for  

valid sample size (e.g., at least 50 participants 
in program for 60 days).

• �Exclude members not prescribed medication  
within 60 days of enrollment.
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Confirm the desired program tenure for inclusion in the performance payment. 

	 Members enrolled for _______ consecutive months

Improvement in hypertension, including prescription medications, can be expected to yield 
results within 6 months: Per PHTI’s Digital Hypertension Management Solutions Assessment, 
studies show large reductions in systolic blood pressure as early as three months, with most 
reductions accruing by six months. At six months, digital solution users had a statistically 
significant improvement in self-reported medication adherence, whereas patients receiving 
usual care did not.

6

4. �Performance 
Metrics

5 The engagement approach establishes clear parameters for how vendors may contact and 
interact with members to promote engagement with the solution. 

Purchasers may seek to limit outreach frequency, require member consent or opt-in, and 
specify permissible channels (e.g., text, phone, mailer) to protect member trust and prevent 
overcommunication. Vendors value flexibility to reach members through multiple touchpoints 
and may need to tailor outreach strategies to different populations. This repeated, multimodal 
contact can be important to drive engagement and outcomes for some solutions.

Engagement 
Approach

Select your engagement approaches.

	 Governance Alignment
	� Vendor will adhere to the purchaser’s existing governance processes for member 

communications (e.g., prior review committees, compliance protocols) and will not 
initiate outreach outside of those processes without written approval.

	 Material Review & Approval
	� Vendor will submit all co-branded and company-branded outreach and education 

materials for purchaser approval prior to use (co-branded materials are generally 
preferred and shown to improve engagement). Purchaser will approve or propose 
modifications within X days of submission.

	 Revisions & Updates
	� Any revisions to previously approved materials (including templates, 

scripts,and digital content) must be resubmitted for purchaser review 
and approval within X days before deployment.

PHTI recommended

Optional

Operational Components: This section covers the contract terms and processes necessary to operationalize 
performance-based contracts at scale, including parameters around member outreach, data-sharing expectations 
and infrastructure, and administrative provisions to enable consistent implementation and reconciliation.
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	 Outreach Parameters
	� Purchaser and vendor will agree in advance on the minimum or maximum number, 

frequency, and type of outreach attempts (e.g., SMS, email, phone) to optimize 
engagement while minimizing member abrasion. Any deviation requires prior 
purchaser approval.

	 Compliance & Reporting
	� Vendor will track all member outreach against agreed guidelines and share reporting 

(frequency, channel, response rates, opt-outs) with the purchaser at agreed intervals.

	 Member Experience Protections
	� Outreach must comply with applicable laws and regulations (e.g., TCPA, HIPAA) and 

avoid high-frequency or intrusive tactics. Vendor will promptly address purchaser 
concerns about member complaints or abrasion.

	 Other __________

5. �Engagement Approach

6 Reliable performance measurement is foundational to performance-based contracting.  
To assess whether a solution is driving clinical or financial impact, purchasers and vendors 
need access to timely, high-quality data and the analytic capacity to interpret them in a  
timely manner. 

Select which data sharing commitments should be included in the contract. 

FROM PURCHASER TO VENDOR

Data sharing format

	 Identified data file

Data files

	 Eligibility file

	 	 Medical and/or pharmacy claims files
		�  Supports identification of eligible population, and attribution. Purchasers may 

consider summary data in lieu of raw claims files.

	 	 �Inpatient admission and/or emergency department visit data from Admission, 
Discharge, Transfer (ADT) data feeds

		�  Individuals may be more primed for behavior change after an acute event, 
supporting the need for real-time data for risk stratification and high-risk  
member identification 

	 	 Lab results
		  Supports clinical baselines and ending measures

	 Other __________

Data Sharing 
Commitments

PHTI recommended

Optional



Appendix A: Digital Hypertension Management Solutions PBC Toolkit

Executive 
Summary

Letter From the 
Executive Director

Background Moving Toward 
Rigorous Performance- 
Based Contracts	

AppendicesPerformance-Based 
Contracting

Key Contracting 
Decisions: 
The Opportunity

48

FROM VENDOR TO PURCHASER

Data sharing format (select one)

	 Identified data file

	 De-identified data file

Data files

	 Enrollment file 

	 	 Date of click consent

	 	 Months of meaningful engagement 

	 	 Baseline blood pressure for each member

	 	 Other __________

	 Summary statistics (enrolled and engaged members) 

	 	 Population aggregate BPC-E

	 	 Population average systolic blood pressure change 

	 	 Average member-initiated interactions with solution

	 	 Other __________

	� Initial and final clinical measurements (e.g., measures proximate to enrollment and last 
measurement of the performance period)

	 	 Blood pressure measurement 

	 	 Other __________

	 Exclusion report

	 For members excluded for clinical reasons, share report of documented reasons

	 Data required to feed into data warehouse/third-party data management resource

	 Other __________

6. �Data Sharing 
Commitments

CONTRACTING TIPS

• �For all data file sharing, determine cadence and format for sharing prior to contracting. Consider including template reports in the 
contract to ensure file readability. 

• �Purchasers commit to active list management, including monthly deletions, corrections, and additions.

• �Purchaser submits monthly list in machine-readable format with members that meet eligibility criteria. Eligibility file should 
include full population to avoid claims lag post-diagnosis. Pre-determine select data fields to include in the file (e.g., plan ID, 
name, address, demographics).

• Include purchaser audit rights for vendor data in contract.

• �For performance payments based on medication adherence, pharmacy claims file may be required to determine performance 
metrics. Detail necessary data from PBMs and incorporate any data sharing agreements prior to contracting.
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Administrative  
Terms

Select administrative terms: Reconciliation.

	� One year measurement period, beginning when minimum enrollment is  
achieved for ____ months

	� Improvement in hypertension, including prescription medications, can be expected 
to yield results within 6 months, per PHTI’s Digital Hypertension Management 
Solutions Assessment.

	� Bonuses determined within a ____ month period following ____ months  
post-measurement period

	 Consider three months to ensure time for claims run-out. 

	 Other __________

Select administrative terms: Contract duration and renewal.

	  ____ -year initial term, with fixed price throughout term 

	 Annual renewal with ____ -day notice

	 Termination for cause provisions
	� Cause for termination may include: Lack of critical mass of members meeting 

meaningful engagement criteria, lack of critical mass of members meeting program 
tenure for performance payment eligibility.

	 Define Billing Frequency: 

	 	 PEMPM payments: ________ billing

	 	 Performance payments: ________ billing 

	 Other __________

7

INSIGHTS

• �Purchasers should consider availability of resources required to calculate performance payments prior to establishing bonus 
determination deadline.

• �Most purchasers will elect quarterly PEMPM payments and annual performance payments. In cases where high churn exists 
among members, purchasers may prefer to reconcile performance payments on a quarterly basis.

CONTRACTING TIPS

• �Require a minimum number of meaningfully engaged patients to trigger performance payment. If minimum is not met, consider 
no performance payment.

• �Incorporate terms around pro-rating bonuses if contract is terminated early or not-renewed.

PHTI recommended

Optional

6

1
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This toolkit draws on findings from PHTI’s Virtual Musculoskeletal Solutions 
Assessment and PHTI’s Performance-Based Contracting Playbook. It is meant  
to help purchasers and digital health vendors establish clear, evidence-based 
contract terms that align payment with improvements in pain and function and 
related outcomes.

Payment  
Model1

PHTI recommended

Optional

Payment Model Design: This section addresses how payments can be structured to meaningfully tie contract 
value to performance while preserving predictability and feasibility.

A performance-based contract structures your payments to reward outcomes while minimizing 
administrative burden, avoiding perverse incentives, and balancing accountability with  
budget predictability.

There are multiple ways to structure your payment. Many performance-based contracts today 
use a clawback model, in which vendors are paid up front, with the understanding that funds 
will be returned if previously agreed-upon performance guarantees are missed. In practice, 
though, clawbacks are rarely enforced as written. Purchasers report that this undermines 
accountability and creates friction with vendors, particularly at the end of a contract.

A stronger alternative is a two-stream payment model that separates fees for engaged members 
from performance payments—vendors receive a lower base fee tied to meaningful engagement, 
with the performance component withheld until outcomes are achieved. This approach 
maintains some vendor cash flow while withholding part of the fees for demonstrated results.

PHTI recommends tying a majority of contract value to performance payment. 
Percentages must sum to 100%.

Select the payment model(s) for the contract.

	� Engagement milestone payment: ______% 
Payments are triggered when key clinical milestones are reached.

	� Performance payment: ______% 
Additional payment based on achievement of selected performance measure(s)  
(See Section 4: Performance metrics)

	 Shared surgical savings 
	� Shared savings is the calculation of the difference between actual healthcare spending 

for the engaged population compared to their expected spending, and the savings of 
the avoided costs are then split between the purchaser and vendor.
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CONTRACTING TIPS

• �Due to the episodic nature of MSK care, define the maximum amount of time that can elapse between interactions  
to meet each engagement milestone threshold and trigger associated payment.

• �PHTI does not recommend utilizing an estimated surgical cost avoidance measure or self-reported surgical intent for 
performance payment. Shared surgical cost savings should only be pursued by purchasers who are able to analyze and  
validate statistically valid cost savings results, either in-house or through a third-party vendor.

Eligible  
Population2

PHTI recommended

Optional

Outcome Measure Inputs: This section focuses on defining what performance is measured and for whom, 
including eligible populations, thresholds for engagement, and clinically meaningful outcome measures that  
are feasible to collect, validate, and adjudicate.

Select the members eligible to use the solution.

INCLUSION CRITERIA 

	 All members

	 Other __________

EXCLUSION CRITERIA 

Members with (select all that apply):

	� Prior musculoskeletal surgery within  
a specified timeframe

	� Active and malignant cancer 

	� Blood clotting disorders

	� Transplants

	� HIV diagnosis 

Eligibility criteria determine which plan members may engage with the solution and have  
their outcomes measured. Eligibility typically includes clinical criteria, demographics, or 
utilization history.

	� Trauma

	� Multiple Sclerosis

	� Advanced heart failure

	� Advanced neurologic disease

	 Other __________

	 None

CONTRACTING TIPS

• �Include clause allowing digital health solution vendor to update the exclusion criteria based on medical contraindications.

• �Specify timing for when exclusion criteria adjustments can be made to the contract.

• �Consider tiered pricing for lower acuity patients being treated with lower intensity intervention. Add data sharing commitments  
to ensure transparency of triage process.

Appendix A: Virtual Musculoskeletal Solutions PBC Toolkit
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3 Engagement 
Criteria

PHTI recommended

Optional

Clear, meaningful engagement thresholds help limit payment to members who are 
meaningfully engaged with the solution and most likely to experience a clinical impact.  
While there are many common engagement metrics, not all are considered meaningful.

In the two-stream payment model, the definition of meaningful engagement directly impacts 
the size of the payments made to the vendor. A looser definition of engagement will create a 
larger PEMPM payment and will increase the number of individuals whose clinical outcomes 
are considered for the performance payment.

Define engagement criteria for the contract.

ENGAGEMENT PAYMENTS BASED ON MILESTONES SET AT:

	� Payment Milestone 1: Initial engagement

	� Payment Milestone 2: After ____ visits 

	� Payment Milestone 3: After ____ visits 

	 Additional Payment Milestone: After ____ visits

FOR PERFORMANCE PAYMENT

	� Must complete a validated screening tool within ____ days of enrollment

	� Minimum ____ sessions to be considered for performance component 
Based on insights PHTI has gained from purchasers and vendors, market examples have 
seen correlation between 3 visits and continued engagement and 9 or more visits with 
clinical benefit. 

3

9

15

9

CONTRACTING TIPS

• �Explicitly define what constitutes a visit (e.g., documentation required)

• �For inclusion in the performance payment, define the maximum days (e.g., 15) for capturing baseline pain/function score, 
considering operational workflows.

INSIGHTS

Currently the main definitions of engagement in use today include metrics such as app logins, email opens, and an engagement 
index. Purchasers increasingly indicate that they prefer more meaningful engagement metrics, especially as these metrics 
serve as the basis for PEMPM payments and performance payment calculations. PHTI’s recommended definitions focus on 
engagement milestones that are correlated with clinical impact.

Appendix A: Virtual Musculoskeletal Solutions PBC Toolkit
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Performance  
Metrics4

PHTI recommended

Optional

PHTI recommends selecting validated, feasible measures—favoring biomarker-based 
outcomes and clinically accepted instruments—and determining the time horizon for impact.

	 �MCID attainment (or other agreed upon improvement target) on pain/function 
measurement scale with industry validated scale. 
Validated pain/function scales include NPRS, VAS, PROMIS-PI, KOOS-PS, ODI, 
PROMIS-PF, QuickDASH, HFAQ, LCAT. Refer to PHTI’s Virtual Musculoskeletal 
Solutions Assessment to understand the MCID for each scale. 

Confirm the desired program tenure for inclusion in the performance payment.

	 ____ sessions within ____ months9 12

CONTRACTING TIPS

• �Define the appropriate administration pathway for each assessment (e.g., administered by a trained clinician or, when  
self-reported, completed independently by patients using a validated survey tool) and establish data collection standards  
to maintain inter-rater reliability. 

• Define the maximum allowable number of months between initial assessment and visit milestone for performance payment.

Appendix A: Virtual Musculoskeletal Solutions PBC Toolkit

5 Engagement 
Approach

PHTI recommended

Optional

Operational Components: This section covers the contract terms and processes necessary to operationalize 
performance-based contracts at scale, including parameters around member outreach, data-sharing expectations 
and infrastructure, and administrative provisions to enable consistent implementation and reconciliation.

The engagement approach establishes clear parameters for how vendors may contact and 
interact with members to promote engagement with the solution. 

Purchasers may seek to limit outreach frequency, require member consent or opt-in, and 
specify permissible channels (e.g., text, phone, mailer) to protect member trust and prevent 
overcommunication. Vendors value flexibility to reach members through multiple touchpoints 
and may need to tailor outreach strategies to different populations. This repeated, multimodal 
contact can be important to drive engagement and outcomes for some solutions.

Select your engagement approaches.

	 Governance Alignment
	� Vendor will adhere to the purchaser’s existing governance processes for member 

communications (e.g., prior review committees, compliance protocols) and will not 
initiate outreach outside of those processes without written approval.

	 Material Review & Approval
	� Vendor will submit all co-branded and company-branded outreach and education 

materials for purchaser approval prior to use (co-branded materials are generally 
preferred and shown to improve engagement). Purchaser will approve 
or propose modifications within X days of submission.

https://phti.org/assessment/virtual-msk-solutions/
https://phti.org/assessment/virtual-msk-solutions/
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	 Revisions & Updates
	� Any revisions to previously approved materials (including templates, scripts, and digital 

content) must be resubmitted for purchaser review and approval within X days before 
deployment.

	 Outreach Parameters
	� Purchaser and vendor will agree in advance on the minimum or maximum number, 

frequency, and type of outreach attempts (e.g., SMS, email, phone) to optimize 
engagement while minimizing member abrasion. Any deviation requires prior 
purchaser approval.

	 Compliance & Reporting
	� Vendor will track all member outreach against agreed guidelines and share reporting 

(frequency, channel, response rates, opt-outs) with the purchaser at agreed intervals.

	 Member Experience Protections
	� Outreach must comply with applicable laws and regulations (e.g., TCPA, HIPAA) and 

avoid high-frequency or intrusive tactics. Vendor will promptly address purchaser 
concerns about member complaints or abrasion.

	 Other __________

Reliable performance measurement is foundational to performance-based contracting.  
To assess whether a solution is driving clinical or financial impact, purchasers and vendors 
need access to timely, high-quality data and the analytic capacity to interpret them in a  
timely manner. 

Select which data sharing commitments should be included in the contract. 

FROM PURCHASER TO VENDOR

Data sharing format

	 Identified data file

Data files

	 Eligibility file

	 	 Medical and/or pharmacy claims files
		�  Supports identification of eligible population, and attribution. Purchasers may 

consider summary data in lieu of raw claims files

	 	 Health care services utilization for selected categories of service (optional)

		  	 Surgeries

		  	 Injections

		  	 Advanced imaging

		  	 Orthopedics evaluations

5. �Engagement Approach

6 Data Sharing 
Commitments

PHTI recommended

Optional
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	 	 �Inpatient admission and/or emergency department visit data from Admission, 
Discharge, Transfer (ADT) data feeds

		�  Individuals may be more primed for behavior change after an acute event, 
supporting the need for real-time data for risk stratification and high-risk  
member identification 

	 	 Lab results
		  Supports clinical baselines and ending measures

	 	 Other __________

FROM VENDOR TO PURCHASER

Data sharing format

	 Identified data file

	 De-identified data file

Data files

	 Enrollment file 

	 	 Date of click consent

	 	 Date of each visit 

	 	 Baseline pain/function scores 

	 	 Other __________

	 Summary statistics, total and by MSK condition 

	 	 Engagement rate

	 	� Days between participant consenting to participate and when they received a  
virtual PT session 
(i.e., eligibility to engagement elapsed time distribution. Visit utilization distribution)

	 	 Self-Reported pain/function scores

	 	� App interaction profile 
Average member-initiated interactions with solution

	 	� Health care services utilization for selected categories of service 
(e.g. surgeries, injections, advanced imaging, orthopedic evaluations)

	 	 Other __________

6. �Data Sharing  
Commitments
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CONTRACTING TIPS

• �For all data file sharing, determine cadence and format for sharing prior to contracting. Consider including template reports in the 
contract to ensure file readability. 

• �Purchasers commit to active list management, including monthly deletions, corrections, and additions.

• �Purchaser submits monthly list in machine readable format with members that meet eligibility criteria. Eligibility file should include 
full population to avoid claims lag post-diagnosis. Pre-determine select data fields to include in the file (e.g., plan ID, name,  
address, demographics).

• �Include purchaser audit rights for vendor data in contract.

	� Initial and final clinical measurements 
i.e., measures proximate to enrollment and last measurement of the performance period 
for eligible members:

	 	 Engagement status

	 	� Days between participant consenting to participate and when they received a  
virtual PT session  
(i.e., eligibility to engagement elapsed time distribution)

	 	 Visit utilization

	 	 Self-Reported pain/function scores

	 	� Summary statistics on application use  
(e.g., # of application interactions per week)

	 	� Health care services utilization for selected categories of service  
(e.g. surgeries, injections, advanced imaging, orthopedic evaluations)

	 	 Other __________

	 Exclusion report
	 For members excluded for clinical reasons, share report of documented reasons

	 Data required to feed into data warehouse/third-party data management resource

	 Other __________

6. �Data Sharing  
Commitments
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The timeline required to observe meaningful improvements in clinical outcomes or reductions 
in total cost of care frequently exceeds the duration of most purchaser-vendor contracts.

Select administrative terms: Reconciliation.

	� One year measurement period, beginning when minimum members reach ____ visits

	� Bonuses determined within a ____ month period following ____ months 
post-measurement period

	� Consider three months to ensure time for claims run-out.

	 Other __________

Select administrative terms: Contract duration and renewal.

	  ____ -year initial term, with fixed price throughout term 

	 Annual renewal with ____ -day notice

	 Termination for cause provisions
	� Cause for termination may include: Lack of critical mass of members meeting 

meaningful engagement criteria, lack of critical mass of members meeting program 
tenure for performance payment eligibility.

	 Define Billing Frequency:

	 	 PEMPM payments ________ billing

	 	 Performance payments ________ billing

	 Other __________

9

1 3

3

120

Quarterly

Annual

Administrative  
Terms7

PHTI recommended

Optional

CONTRACTING TIPS

• �Require a minimum number of meaningfully engaged patients to trigger performance payment. If minimum is not met, consider 
no performance payment.

• �Incorporate terms around pro-rating bonuses if contract is terminated early or not-renewed.

INSIGHTS

• �Purchasers should consider availability of resources required to calculate performance payments prior to establishing bonus 
determination deadline.

• �Most purchasers will elect quarterly engagement milestone payments and annual performance payments. In cases where high 
churn exists among members, purchasers may prefer to reconcile performance payments on a quarterly basis.

Appendix A: Virtual Musculoskeletal Solutions PBC Toolkit
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Appendix C: Glossary
Purchaser: Employers and health plans

PMPM: Per member per month 

PEMPM: Per engaged member per month

Clawback: Refund payment based on missed  
performance guarantees

Attributable population: Members considered for calculating 
performance guarantees

Withhold: Meaningful payment only paid upon reaching 
performance guarantees

Bonus: Smaller upside payment paid upon reaching 
performance guarantees
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