
Global Healthcare Private Equity and M&A Report

Value-Based Care: Opportunities
Expand
Value-based care adoption increases across a growing spectrum of payment models.
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At a Glance

Sustained macro trends continue to drive value-based care adoption across a spectrum of care models.

While investment activity remains focused on primary care and Medicare Advantage, opportunities
across other payer and specialty segments are expanding.

Enabler models represent an attractive investment path, with adoption driven by a need for traditionally
fee-for-service groups to participate in risk-based arrangements.

Providers and value-based care enablers that can bend the cost curve with differentiated care models
and advanced analytics are positioned to succeed.

For more than a decade, value-based care (VBC) has been positioned as healthcare’s “next big thing.” And

while progress has been uneven until now, multiple forces are converging to inflect growth across an

expanding set of risk-bearing models. Rising costs of care are putting pressure on stakeholders while key VBC

enablers have matured—including data availability, analytics, and care management models.

Regulatory forces have also spurred growth. While only 7% of healthcare spending was in population-based

payment models in 2021, the Centers for Medicare & Medicaid Services (CMS) has set a goal for all traditional

Medicare beneficiaries to be in a care relationship with accountability for quality and total cost of care by
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2030. Increased participation from other payers will be needed to unlock the full market potential.

Bain research shows that physician interest in VBC is high, but risk appetite is still a work in progress. It’s

true that the performance of participants in value-based models has varied. The number of accountable care

organizations (ACOs) plateaued at around 1,000 in recent years, while 15 of the 53 entities participating in

CMS’s direct contracting program in 2021 experienced net savings losses.

Still, the longer-term outlook remains favorable. Value-based care stakeholders are doubling down on their

commitment as healthcare spending outpaces GDP growth and CMS leans further into VBC models. This

momentum is likely to accelerate as we see further regulation, more data from early adopters, and more

capability-enhancing technology.

There is plenty of runway for investors to participate in VBC initiatives

It is no surprise that primary care to date has been the focus of VBC. Primary care providers (PCPs) serve as

“gatekeepers” within the healthcare landscape, playing a key role in preventative care, screening, chronic

condition management, and navigation to other providers.

There is still ample headroom for growth in value-based care adoption in the PCP space. As of 2021, nearly

60% of healthcare payments had at least some linkage to quality and value, but less than 20% incorporated

two-sided risk (and capitated models are still under 8% of spending).

Many VBC models adopted to date benefit from heavy Medicare exposure where there is a large total

addressable market, and where both payer-pull and the primary care relationships create opportunities for

providers to inflect the cost curve.

This included some of the largest deals in 2022:

Much of the focus of pure-play “disruptive primary care” providers is on Medicare Advantage, where up to

25% of all payments are through capitated models. There is significant upside for adoption across other

payers—including commercial, Medicaid, and fee-for-service Medicare (such as ACO REACH).

Increasingly, the market will reward models that generate more meaningful savings and benefits for the

In April 2022, Optum announced its acquisition of Houston-based Kelsey-Seybold Clinic for around $2

billion. Kelsey-Seybold operates multispecialty care centers and also owns its own Medicare Advantage

plan for seniors, KelseyCare Advantage. The deal provided an exit for TPG Capital.

•

In May 2022, Humana and Welsh, Carson, Anderson & Stowe (WCAS) announced a reinvestment of $1.2

billion in CenterWell Senior Primary Care, a network of value-based care clinics, to develop 100 new senior-

focused primary care clinics by 2025.

•

In July 2022, Amazon announced a $3.9 billion takeover of publicly listed One Medical, a membership-

based primary care practice. One Medical owns the Iora Health clinics, which provide comprehensive

primary care services for Medicare patients, and aims to move patients to a capitated reimbursement

model.

•



population. Investors should look for winning models that have clear clinical pathways to impact patient

health, a proven ability to adapt to multiple geographies, and flexibility to adapt to evolving regulatory

landscapes. Sophisticated data analytics and risk adjustment are necessary but not sufficient on their own for

long-term viability. Regardless of the model, patience is critical: Risk-based models take time to turn

profitable for any patient population.

Investors are increasingly finding ways to extend value-based care to
specialty care, but selective interest demonstrates the variable
addressability across specialties

Meaningful adoption of value-based care has been slower outside of primary care, but stakeholders are

eyeing the possibilities. Categories with more standardized and time-bound interventions (such as

orthopedics, cardiology, OB/GYN maternal care, and others) have witnessed growth in episode-based

payment models over the past few years:

The approach varies for other specialties that manage chronic or indeterminate-length conditions with high

costs of care. For example, oncology and nephrology groups participate in specific Medicare VBC programs in

addition to subcontracted models with other payers. Examples include:

Overall, the VBC “fit” and approach vary by specialty, but some common considerations apply (see Figure 1).

Orthopedics: Linden Capital Partners’ Healthcare Outcomes Performance Company (HOPCo) has been

growing its value-based care platform, including the 2020 acquisition of Stryker Performance Solutions’

value-based care unit.

•

Cardiology: Webster Equity Partners has continued to expand its Cardiovascular Associates of America

(CVAUSA) platform, investing in its practices to add new services, support infrastructure development, and

prepare for risk-based reimbursement arrangements.

•

Oncology: WCAS-backed Valtruis owns Oncology Care Partners, a cancer care provider purpose-built for

value-based care.

•

Nephrology: InterWell Health finalized a $2.4 billion merger with Fresenius Health Partners and Cricket

Health to combine and expand their kidney care with advanced technology and value-based care

capabilities.

•



Figure 1

While value-based care is broadening, some
specialties may be more addressable than
others

Beyond the physical health-focused specialties discussed above, we are seeing growing interest in VBC

models in behavioral health in light of the interconnected nature of physical and mental health. For instance,

in 2021, WCAS-backed Valtruis announced it would invest in Wayspring, which provides a value-based

medical home model for substance abuse disorder treatment.

As investors look outside Medicare-focused primary care, there is no one-size-fits-all model. Other specialties

may require different payment models or operating models as a result of their served populations and

reimbursement rates; investors are looking to emerging plays in behavioral health and pediatrics as examples

given their role in serving Medicaid patients. Investors interested in specialty value-based care models

should pay attention to where experimentation is occurring, and which models are most repeatable. As with

all categories of VBC, the ability to truly measure, predict, and inflect health outcomes will be key to the

success of these platforms.

Providers participating in value-based care need to have the right
infrastructure to succeed

Research by Bain found that around 80% of PCPs are interested in value-based payment models but report

technological and administrative constraints as the biggest barriers. Consequently, payers have historically

struggled to find sufficiently sophisticated provider counterparties to enable global risk contracts.

This need has created high demand for both technology and services that enable VBC. There are few full-

service tech platforms that enable value-based care; instead, physicians are pulling together a range of point

solutions, spanning a mix of tech-centric and services-centric models. These enablers may be an attractive

way to play VBC for investors interested in participating without taking on the direct financial risk associated

with patient outcomes.

The key for investors is identifying the best entry point, given the breadth of solutions and business models

available. Some examples are listed below.

Data and analytics: services for risk stratification, care transitions, and data synthesis•

Care management: platforms that connect patients, providers, and other lines of service to align

preventive care and ensure treatment plans are followed

•

Contract development: services that create contract parameters, take on risk-based contracts, and

facilitate third-party participation

•



Established companies like agilon health and Privia Health continue to enable the movement of traditional

providers to VBC models. Three prominent examples of this angle on value-based care enablers in 2022 are

Aledade’s $123 million series E funding round for a reported $3.1 billion valuation, Edifecs’ acquisition of

Talix backed by TA Associates and Francisco Partners announced in 2021, and Vera Whole Health’s

completion of its acquisition of Castlight Health.

Looking ahead

The potential of value-based care models remains unrealized. As the VBC landscape evolves, there will be

winners and losers. That said, we expect the transition toward capitated and other risk-bearing

reimbursement models to continue. Our analysis suggests fee-for-value arrangements will capture 15%–20%

market share from traditional FFS providers in primary care by 2030, creating strong macro tailwinds and

supporting further investment in the space.

Potential VBC investors should consider two ways to play: (1) assets that participate directly in VBC models or

(2) services and/or technology that enable the VBC transition.

Investors interested in provider assets that participate directly in VBC models will need to ensure that the

businesses they acquire have the right data infrastructure and the appropriate risk models for the population

they serve. The market will increasingly reward models that are generating more meaningful savings and

better care outcomes. Similarly, enablers—whether tech or services-focused—that generate a compelling

return on investment and reduce provider pain points around VBC are likely to be attractive.

As the darlings of the industry continue to await profitability, it raises questions for investors. Are current

valuations aligned with these businesses’ true value? Are business models appropriately nuanced to the

specialty, payers, and populations they serve? When building a VBC-focused platform, what care model or

enabler is the right point of departure? Incumbent investors are doubling down. What remains to be seen is if

new sponsors will invest in the long-term potential, or choose to wait on the sidelines.

Read the Next Chapter

North America: Strong Start, Weak End for
Healthcare Private Equity Megadeals



Read our 2023 Global Healthcare
Private Equity and M&A Report

DOWNLOAD THE PDF

EXPLORE THE REPORT

https://www.bain.com/insights/north-america-global-healthcare-private-equity-and-ma-report-2023/
https://www.bain.com/globalassets/noindex/2023/bain_report_global_healthcare_private_equity_and_ma_2023.pdf
https://www.bain.com/insights/topics/global-healthcare-private-equity-ma-report/


Overview

Welcome Letter: Healthcare Private Equity Is Down but Not Out Healthcare Private Equity Market 2022: The Year in Review

Hot Topics

Healthcare Private Equity in a Downturn

Provider Information Technology: Mind the Gap

Corporate M&A: Pressing “Pause”

Exits: Economic Environment Shapes Landscape

Life Sciences: White-Hot Competition to Win the Right Deals

Value-Based Care: Opportunities Expand

Healthcare Private Equity Outlook: 2023 and Beyond

Regions

North America: Strong Start, Weak End for Healthcare Private
Equity Megadeals

Europe: Healthcare Private Equity's First Six Months Flattened by
Weak Second Half

Asia-Pacific: Growing Signs of Healthcare Private Equity Strength
and Maturity

Sectors

Biopharma: Healthcare Private Equity Scores a Record Year in
Deal Value

Providers: Healthcare Private Equity Narrows Its Deal Focus

Payers: After Two Bumper Years, Healthcare Private Equity Payer
Buyouts Grew Scarce

Medtech: Healthcare Private Equity Deals Bounced Back to End
2022

Life Sciences Tools: Carve-outs, Mature Assets, and Innovative
Growth Draw Interest

Healthcare IT: Two Very Different Half Years

 

































https://www.bain.com/insights/welcome-letter-global-healthcare-private-equity-and-ma-report-2023/
https://www.bain.com/insights/year-in-review-global-healthcare-private-equity-and-ma-report-2023/
https://www.bain.com/insights/downturn-healthcare-private-equity-and-ma-report-2023/
https://www.bain.com/insights/provider-information-technology-global-healthcare-private-equity-and-ma-report-2023/
https://www.bain.com/insights/ma-global-healthcare-private-equity-and-ma-report-2023/
https://www.bain.com/insights/exit-activity-global-healthcare-private-equity-and-ma-report-2023/
https://www.bain.com/insights/life-sciences-healthcare-private-equity-and-ma-report-2023/
https://www.bain.com/insights/value-based-care-global-healthcare-private-equity-and-ma-report-2023/
https://www.bain.com/insights/2023-and-beyond-global-healthcare-private-equity-and-ma-report-2023/
https://www.bain.com/insights/north-america-global-healthcare-private-equity-and-ma-report-2023/
https://www.bain.com/insights/europe-global-healthcare-private-equity-and-ma-report-2023/
https://www.bain.com/insights/asia-pacific-global-healthcare-private-equity-and-ma-report-2023/
https://www.bain.com/insights/biopharma-global-healthcare-private-equity-and-ma-report-2023/
https://www.bain.com/insights/providers-global-healthcare-private-equity-and-ma-report-2023/
https://www.bain.com/insights/payers-global-healthcare-private-equity-and-ma-report-2023/
https://www.bain.com/insights/medtech-global-healthcare-private-equity-and-ma-report-2023/
https://www.bain.com/insights/life-sciences-tools-global-healthcare-private-equity-and-ma-report-2023/
https://www.bain.com/insights/healthcare-it-global-healthcare-private-equity-and-ma-report-2023/

