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Agenda and Objectives

 Review the basic concepts of 
pay-for-performance and value-
based purchasing as they apply 
to the healthcare environment.

 Provide examples of current 
pay-for-performance and value-
based purchasing models.

 Outline key strategies that can 
assist pharmacy in successfully 
aligning with pay-for-
performance requirements. 
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The Need for Change

 Costs are escalating

 Quality of care is too low

 Access is limited
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US Health Care Expenditures

 The US spends approximately $2.5 trillion or close to 17% of our 

gross domestic product on health care. 

 Based on current trends, in 2017 health expenditures will 

consume 20% of GDP or $4.3 trillion annually.

 This is unsustainable for government, the business sector and 

the private citizen.

US Senate Finance Committee Report: 

Transforming the Health Care Delivery 

System. April 29, 2009
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Quality of Care in the US

 Lower 1/3 of developed countries in life expectancy at 
birth

 Highest rate of deaths from conditions that could have 
been prevented or treated (among 19 countries 
studied)

 Higher prevalence of cancer, heart disease, stroke in 
age 50+ population (in comparison to 10 European 
countries)

 Second highest in adult hospital admission rates for 
asthma (among 17 countries reporting)

http://www.pharmacyonesource.com/
http://www.sentri7.com/Default.aspx


Strategies for Health Care Quality

Regulation
Continuous 

quality 
improvement

Marketplace 
competition

Payment 
incentives

Chassin MR, Galvin RW, and the National Roundtable on Health Care Quality. The Urgent 
Need to Improve Health Care Quality. JAMA. 1998; 280(11): 1000–1005.
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What is the impact of improving 

quality on costs?

The business case for improving quality

As Quality goes up

Costs go down
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High Costs Don’t Guarantee High Quality

 Medicare spending inversely proportionate to quality ranking
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Quality Measures and 

Cost Outcomes

 Quality measures are designed to drive improvement in 
care.

 They are not designed to generate cost outcomes/savings.

 While cost savings may be achieved there has been a 
notable lack of focus on interventions that truly consider 
costs of care.
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Value-Driven Health Care

Health care that is selected based upon 
relative value to other alternatives, not 
just on quality.

Source: HHS.gov [homepage on the Internet]. Washington DC: U.S. 
Department of Health & Human Services; c2008. Available at: 
www.hhs.gov/valuedriven/index.html . Accessed  Nov 10. 2008 
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Determining Value

Value
COST

QUALITY

What you receive

What you pay
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Value-based Purchasing (VBP)

 The concept of value-based health care purchasing is that buyers 
should hold providers of health care accountable for both cost 
and quality of care.

 Value-based purchasing brings together information on the 
quality of health care, including patient outcomes and health 
status, with data on the dollar outlays going towards health. 

Meyer, Rybowski, and Eichler, 
1997 

http://www.pharmacyonesource.com/
http://www.sentri7.com/Default.aspx


Pay-for-Performance (P4P)

 P4P is a type of value-based purchasing that provides an 
incentive-based reimbursement system.

 Financial incentives reward providers for the achievement of a 
range of payer objectives, including delivery efficiencies, 
submission of data and measures to the payer, and improved 
quality and patient safety.

 Financial incentives should not be universally taken to mean 
“larger payment.” 
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Problems with 

Current Payment Models

EXAMPLES….

 Fee For Service (FFS): Quantity for quantity.

 Capitated care/Managed Care: Incentivized to restrict care

 DRG: Focus on care limited to inpatient treatment episode. 

CONCERNS…

 No linkage of payment to quality of care – Not a clinically driven or 

value-focused payment models

 Quality not translated to cost

 Payment systems do not encourage cooperation/teamwork to 

achieve care goals.

http://www.pharmacyonesource.com/
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The Foundation of P4P

 Standardized measures

 Data collection, submission & sharing

 Public reporting/transparency

 Payment Structure: Incentivized reimbursement

http://www.pharmacyonesource.com/
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Does P4P Work? 

E X A M P L ES  O F  P 4 P

DATA  TO  DAT E

E D U C AT E D  O B S E R VAT I O N S



 Link reimbursement with quality 
measures for five medical 
conditions

 Apply a standard set of industry 
accepted quality indicators scored 
through Premier’s Perspective™ 
clinical database.

 Increase Medicare payment by 2% 
for top decile and 1% for second 
decile performers

 Publicize hospitals that rank in the 
top half of all project participants 
for each condition

Premier Hospital Quality 
Incentive Demonstration Project

CMS initiated testing of this concept through a three-year demonstration 
project involving 260+ hospitals driven by Premier’s Perspective™ 
database.

Coronary Artery 
Bypass Graft (CABG)
Pneumonia
Acute Myocardial 

Infarction
Heart Failure (HF)
Hip and Knee 

Replacement1

Medical Conditions

Project Overview

1. Source: Premier, Inc



CMS/Premier HQID Project Participants Composite Quality Score: 

Trend of Quarterly Median (5th Decile) by Clinical Focus Area
October 1, 2003 - March 31, 2006 (Year 1 Final Data, Year 2 and Yr 3 YTD Preliminary)
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Did P4P Drive Outcomes in the 
Premier Project?  

Improvement in Composite Quality Score by Focus Area, Catholic Healthcare 

Partners CMS/Premier HQID Participants vs. Non-Participants: 

Improvement from Federal Fiscal Year 2003 to 2004
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(p-value <.001) (p-value =.730) (p-value =.395) (p-value <.001)

Grossbart SR. Med Care Res Rev 2006;63:29S-48S.
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Comparison of Hospitals: 

NVRI vs NVRI + P4P 

Lindenauer PK et al. Public Reporting and Pay for Performance in 
Hospital Quality Improvement. N Engl J Med 2007;356:486-96
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LeapFrog Group

What is it?
● Initiative driven by organizations that buy health care. 

● Working to initiate improvements in safety, quality, and affordability of 
healthcare for Americans. 

Founded by a small group of large employers in late 2000
● Supported by the Business Roundtable (BRT), The Robert Wood Johnson 

Foundation, Leapfrog members and others.

Mission
● Support  informed healthcare decisions by those who use and pay for 

heath care.
● Promoting high-value health care through incentives and rewards.

http://www.pharmacyonesource.com/
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CEO Impressions of the 

Premier Demo Project

Costs invested > cost recouped
 Significant work to collect, evaluate, validate and 

submit data

 Coordination of diverse staff to improve outcomes

Major drivers
 Improving care quality

 Public reporting (image, creating new contracts and 
customers)

http://www.pharmacyonesource.com/
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P4P Evaluation… Jury is Still Out

 Trials in ambulatory care, 
managed care, physician 
practice and hospitals have 
shown winners and losers.

 One-size fits all approach 
may not work.

 Using funds to directly 
improve/drive process 
improvements may be key.

http://www.pharmacyonesource.com/
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What is the direction of P4P 

in Health-Systems?



CMS Value-Based Purchasing Plan

 Mandated by Deficit Reduction Act of 2005

 Impacts only IPPS/Acute Care hospitals

 Build upon measurement & reporting infrastructure of 
RHQDAPU

 RHQDAPU: 42 measures…focus on quality & delivery of EBM. 

 RHQDAPU withholds 2% of market basket for non-reporting

 Includes public reporting via “Hospital Compare” site

VBP programs shifts from “pay for reporting” 

to “pay for performance”

http://www.pharmacyonesource.com/
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CMS VBP Rollout

 Begins FY2012 with data collection and performance reporting

 FY2013 will bring adjusted payments & expanded measures

 Plans to expand quickly to create a comprehensive program to 
foster broad-scale transformation of health care system

 Include measures in at least 3 performance domains:

 Clinical quality/process (RHQDAPU + new measures)

 Patient Perspectives of Care (HCAHPS)

 Outcomes (30-day mortality measures for AMI & HF) 

http://www.pharmacyonesource.com/
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CMS VBP: Reporting Performance

 Reward hospitals based on attainment and improvement from 
prior year’s scores

 Performance standards not yet known

 Performance assessment methodology not yet known, but…

 Will report condition-specific scores and total performance score

 Performance assessment/payment will be based ONLY on composite 
quality score (total performance)

http://www.pharmacyonesource.com/
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CMS VBP Performance Score Example
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CMS VBP…How is it funded? 

 Reduction in wage-adjusted inpatient operating payments 
between 2% and 5% for all hospitals* 

 The Senate Finance Committee recommends an escalating 
reduction in these IPPS payments starting with 2% in FY13 
moving up 1% per FY to 5% in FY16. 

 Funds placed in a pool 

 Redistributing that pool of money based upon performance 
scores. 

 Will be “budget neutral” for CMS…this would create a residual 
pool of undistributed funds. 

*No changes in supplemental funding for DSH or teaching 

hospitals. Small and CAH hospitals are excluded.

http://www.pharmacyonesource.com/
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CMS VBP… 

Proposed Payment Scenarios

Two proposed payment scenarios for the Medicare Value-
Based Purchasing (VBP) program

 #1 CMS’ proposal outlined in Nov 2007 Report to 

Congress (curvilinear payment translation)

 #2 Senate Finance Committee Policy Options (linear 

payment function)

http://www.pharmacyonesource.com/
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CMS Proposal
CMS Finance Proposal



Senate Finance Proposal



Hospital Acquired Conditions (HAC) 

 No payment by CMS (and 
other payers) for selected 
hospital-acquired conditions 
not present on admission 
(POA)
 DRG payment is not bumped 

up.

 Area of controversy... Not all 
HACs appear are 
preventable.

 Impact?
 Payment
 Workload

No Pay – HAC Event List

 Hosp Acquired Infections (HAI): 
Catheter-assoc UTI,  surgical site 
infection, vascular catheter site 
inf.

 Pressure ulcers

 Staphylococcus aureus 
septicemia

 Object left in surgery

 Air embolism

 Blood incompatibility

 Injuries from falls and trauma

 Manifestations of poor glycemic 
control

 DVT/PE post-TKA or THR

http://www.pharmacyonesource.com/
http://www.sentri7.com/Default.aspx


And The Future Holds…..

Measure sets expected to “evolve rapidly”

 Efficiency measures

 Outcome measures

 Emergency care measures

 Care coordination measures

 Patient safety measures

 Structural measures

Measure Expansion!

http://www.pharmacyonesource.com/
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Challenges to P4P Systems

CHALLENGES WITH MEASURES
• Outcomes vs Process? (Ideal vs practical)
• Focused vs widely representative 
• Can measures be dynamic and reflect EBM/best practice 
• Will measures incentivize vs inhibit progress (stifle innovation)

CHALLENGES WITH PAYMENT
• Sufficient $ to make it worthwhile
• Sufficient % of payer mix to make worthwhile
• New money vs budget neutral

CHALLENGES WITH PROVIDERS
• Risk-adjusting outcomes for payment
• Gaming the system: turning away the sicker patients



How will P4P impact your practice? 

How can you prepare for P4P?



P4P and Health Systems Pharmacy:

Areas of Focus

 The Hospital Strategic Plan for P4P

 The Pharmacy Strategic Plan for P4P

 Measure Performance

 Data-guided Care

http://www.pharmacyonesource.com/
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Hospital Strategic Plan for P4P

 Who is addressing P4P at your workplace?
 Identify key players: QI, PI, Finance, Admin, special committees

 What is the strategic plan for P4P?
 What plans will you be participating with?
 What will be priority areas? 
 How will resources be allocated? 

 Is Pharmacy represented at the P4P table?
 # of measures that are medication-related
 Highly educated staff that can drive improvement

http://www.pharmacyonesource.com/
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Pharmacy Strategic Plan for P4P

 Align pharmacy dept goals with institutional targets

 Reevaluate practice model to assure you are patient-centric, 

outcomes-focused and efficient.

 Tailor staff roles and daily activities to achieve targets

 Where possible, assign accountability to staff for performance 

measures

 Place online staff into focused performance/QI design teams 

http://www.pharmacyonesource.com/
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P4P Measure Performance

How is your hospital currently performing on RHQDAPU measures?

 Where are there gaps or deficiencies in care?

 Which of these can be impacted by Pharmacy?

 Are these priority areas?

 What specific actions can you take to address?

http://www.pharmacyonesource.com/
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CMS Top Medical/

Surgical DRGs 2010
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P4P Measures: 

New Opportunities

Importance of HCAHPS (Hospital Patient Satisfaction Survey)

 Are your pharmacists interacting with your patients? 

 Provision of information on medications (along with the 
discharge med list) is part of the survey.

 Inline with ASHP 2015, develop process to assure each patient 
sees the pharmacist at least once. Consider provision of key 
medication information for all or targeted patients. 

 Develop pharmacy info flyer for all patients that explains value of 
pharmacists and services provided. Market your value!

http://www.pharmacyonesource.com/
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P4P Measures: 

New Opportunities

Focus on Readmissions/Transitions in Care

 CMS will continue to tighten payments on readmissions.

 Focus on interventions both during stay and post-discharge that 
prevent readmits for key DRGs.

 Consider pharmacy interventions that can improve outcomes:
 Medication education/counseling

 Adherence tools & counseling

 Post-discharge medication follow-up calls or appointments

 Medication reconciliation

 Coordination of care for chronic conditions, anticoagulation, etc.

http://www.pharmacyonesource.com/
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Use Data to Drive Improvement

 Maximize use of departmental &/or institutional databases for 
generation of timely reports
 Real-time surveillance data for identifying improvement opportunities 

should drive staff actions

 Reminders or flagging systems for staff communication

 Create dashboards to show timely performance data

 Pharmacy IT should be prioritized to these goals.

 Institutions should post or present performance data for key 
measures (CORE, TJC, Leapfrog, etc) in highly-visible areas and at 
meetings to increase staff awareness.

http://www.pharmacyonesource.com/
http://www.sentri7.com/Default.aspx


CORE Measures Dashboards: 

Performance tracking and improvement tool

Goal

QI Op



Rules-driven Surveillance Data

Real-time 
performance 

data



Evolution of Payment Reform



P4P Reference Sites

 AHRQ Pay-for-Performance Resources

http://www.ahrq.gov/QUAL/pay4per.htm

 CMS Pay-for-Performance Initiatives

http://www.cms.hhs.gov/apps/media/press/release.asp?

counter=1343

 Premier HQID project info

http://www.cms.hhs.gov/HospitalQualityInits/35_hospita

lpremier.asp

 Hospital Value Index: 

Rankings for over 4,500 hospitals 

http://hospitalvalueindex.com/
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F E E L  F R E E  T O  C O N TA C T  M E  F O R  F U R T H E R  Q U E S T I O N S …

S T E V E . R I D D L E @ P H A R M A C Y O N E S O U R C E . C O M

8 0 0 - 6 5 4 - 8 3 9 5 ,  E X T.  1 6 7

Thanks for your participation!



Questions and Discussion
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