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• The American healthcare system is currently in the midst of a dramatic 

reorganization, as the way we pay for healthcare services is changing to realign 

incentives for providers, patients, and payers.

• In response to continuing concerns about unsustainable growth in healthcare 

costs and the degree to which current spending is delivering high quality care 

for patients, a renewed focused on “value-based” payment approaches has 

emerged in recent years, in large part due to reforms included in the Patient 

Protection and Affordable Care Act (ACA). 

• In the traditional “fee-for-service” model of paying for healthcare, providers bill 

and are paid for visits, tests, procedures and other defined services as they 

occur, and the payer, whether Medicare, Medicaid, commercial health plans, or 

self-funded employer plans, takes on the full risk of the costs of care. 

INTRODUCTION
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• Value-based contracts and programs are establishing a different 

paradigm for the relationship between healthcare providers and 

whoever is paying for healthcare services.

• Under these arrangements, providers must manage costs, report 

on quality metrics, and achieve improved population health 

outcomes. In exchange, providers receive some portion of their 

compensation under an alternative arrangement, for instance, by 

sharing in any savings that accrue to the system.
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• Value-based programs reward health care 
providers with incentive payments for the quality 
of care they give to people with Medicare.

• These programs are part of our larger quality 
strategy to reform how health care is delivered 
and paid for. Value-based programs also support 
our three-part aim:

– Better care for individuals

– Better health for populations

– Lower cost

What are the value-based programs?
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• Financial Viability—where the financial viability of the traditional 

Medicare fee-for-service program is protected for beneficiaries and 

taxpayers.

• Payment Incentives—where Medicare payments are linked to the 

value (quality and efficiency) of care provided.

• Joint Accountability—where physicians and providers have joint 

clinical and financial accountability for healthcare in their 

communities.

• Effectiveness—where care is evidence-based and outcomes-driven 

to better manage diseases and prevent complications from them.

GOALS FOR VALUE-BASED 
PURCHASING
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• Ensuring Access—where a restructured Medicare fee-for service    

payment system provides equal access to high quality, affordable 

care.

• Safety and Transparency—where a value based payment system 

gives beneficiaries information on the quality, cost, and safety of their 

healthcare.

• Smooth Transitions—where payment systems support well 

coordinated care across different providers and settings.

• Electronic Health Records—where value driven healthcare 

supports the use of information technology to give providers the 

ability to deliver high quality, efficient, well coordinated care.

GOALS FOR VALUE-BASED 
PURCHASING
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7

Fee-for- service models are being replaced by value-based models

PCMH ACO

Bundled 

payment

s
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MACRA

P4P



• Hospital IPPS: Pay-for-Reporting 

(www.QualityNet.org)

• Physicians: Pay-for-Reporting (MACRA) 

(https://qpp.cms.gov)

• Home Health: Pay-for-Reporting (OASIS)

Identifying and Promoting the Use of Quality 

Measures through Pay-for-Reporting
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• A value-based approach is designed around patients. Medical care 

teams zero in on individual needs, whether preventive, chronic or 

acute. You benefit from a team that coordinates your care, and 

technology that connects you and your providers with information to 

help you get the right care — across the health care system.

• Four models in action

– Accountable care organization (ACO). 

Accountable care organizations are transforming care delivery by 

paying health systems and doctors based on their success at 

improving overall quality, cost and patient satisfaction with their health 

care experience. 

But what does that mean for you?
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– Patient-centered medical home (PCMH). 

A PCMH is a care model led by a primary care doctor that is focused on 

providing enhanced care coordination across the health care system.

– Pay for performance (P4P). 

This model rewards doctors and hospitals that improve or maintain quality, 

while keeping across-the-board rate increases lower. Doctors, hospitals and 

health plans together develop and agree to a set of quality and efficiency 

measures. 

– Bundled payments.

In a bundled payment model, a single payment is made to doctors or health 

care facilities (or jointly to both) for all services associated with an episode-of-

care, such as a hip or knee replacement. 

Four models in action
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What's the timeline for these programs?
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Hospital Compare December 2016  

Release: FY 2017 Hospital VBP
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More Changing Domain Weighting
from previous rule making

FY 2017 FY 2018
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MIPS: 2019 Payment Year/ 2017 Performance Year

50%

10%

15%

25%

Quality:

(90 points*)

6 measures (1 cross-

cutting, one outcome)  

PQIs- Acute and Chronic  

Readmissions (groups of  

10+ only)

Bonus points:

• Outcome, appropriate  

use, patient safety,  

patient experience, care  

coordination measures

• Report using CEHRT or  

QCDR

Resource use:  (Points Vary*)
MSPB, Total Per Capita Cost, Episode Payment

Clinical practice  

improvement  

activities:

(60 Points*)
High Weight- 20 points  

Medium Weigh- 10  

points

Some activities require  

QCDR participation  

PCMH- 60 points

APM Participation- 30  

points

Advancing care  

information:  

(100 points)
Base Score

• eRx

• Patient electronic access

• Care Coordination

• Health Information Exchange

• Public Health Registry (bonus  

points possible)

Performance Score:

• Patient electronicaccess

• Care coordination

• Health Information Exchange
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• The potential of health information technology to improve 

people's health and the functioning of the health care 

system is significant. 

• EHRs are an important component of both the data 

strategy for VBP and for the payment incentives for VBP. 

• EHRs are generally provider and/or physician controlled, 

allowing them to serve as a tool for easier collection of 

clinical data, thus reducing burdens on providers and 

improving accuracy of the data, which in turn add 

confidence in the VBP programs. 

Implementing and Adopting EHRs and 
Health Information Technology
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• Health information technology enables physicians 
and providers to coordinate and collaborate more 
easily on patient care, which can improve health 
care outcomes and enable providers to achieve 
performance standards, which lead to these 
providers and physicians earning VBP based 
bonus payments.
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Implementing and Adopting EHRs and 
Health Information Technology



• If CMS were to implement VBP into the traditional Medicare FFS 

program, CMS would need, for each FFS payment system:

– Quality/efficiency measures and other implementation tools,

– Payment system redesign through:

 Statutory and regulatory authority,

– Develop and implement VBP-based payments, and

– Data infrastructure (such as EHR, PHR, and interoperable 

systems between payment and quality data).

Requirements for Implementing VBP 
in the Medicare FFS Program
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What is needed to advance the Pay for 

Performance Models?
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Conclusion
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Performance Based Payments are here to stay 

and there is no easy  resolution to ease the 

pain. The key to success is driven by 

government,  healthcare organizations, 

insurance payers, technology companies and  

financial institutions working together to 

improve the health and overall  experience for 

the patient population.



• CMS Hospital VBP Program 
https://www.cms.gov/Medicare/Quality-Initiatives-
PatientAssessment-Instruments/Hospital-Value-
Based-Purchasing Final Rules in the Federal 
Register (policies for the Hospital VBP Program) 

• Hospital Inpatient VBP Final Rule: 
https://www.gpo.gov/fdsys/pkg/FR-2011-05-
06/pdf/2011-10568.pdf

Hospital Value-Based Purchasing 
Resources
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Questions and 

Open Discussion


