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of the Closing the Quality Gap: Revisiting the State of the Science series, which aims to provide critical analysis of the existing literature on quality
improvement strategies for a selection of diseases and practices. The review focuses on bundled payment, a strategy for health care quality
improvement and cost containment. This strategy has been the subject of increasing interest, with the Centers for Medicare Medicaid Services
announcing a large national bundled payment initiative in August 2011. Other reviews in the series will address a range of quality improvement
topics arising from portfolios (areas of research) of the Agency for Healthcare Research and Quality (AHRQ). We define bundled payment as a

method in which payments to health care providers are related to the predetermined expected costs of a grouping, or bundle, of related health care
services. In contrast, fee-for-service payment typically involves payments for individual services, while capitation involves a single per capita

prospective payment for all services over a fixed period of time, regardless of the number of services or episodes of care provided within that
period. Within the bundled payment model, a variety of specific payment methods are possible. Bundles may be defined in different ways, covering

varying periods of time and including single or multiple health care providers of different types. In addition, given the diversity and complexity of the
U.S. health care delivery system, bundled payment programs may be implemented in a variety of contexts that may influence their effects on

spending and quality. Bundled payment should create a financial incentive for providers to reduce the number and cost of services contained in the

bundle. Providers are typically given discretion over the allocation of the services...
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