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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)
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Strategies for Health Care Quality

Regulation
Continuous 

quality 
improvement

Marketplace 
competition

Payment 
incentives

ChassinMR, Galvin RW, and the National Roundtable on Health Care Quality. The Urgent 
Need to Improve Health Care Quality. JAMA. 1998; 280(11): 1000ς1005.
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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 Donõt 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 
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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 
άƭŀǊƎŜǊ ǇŀȅƳŜƴǘΦέ 
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Problems with 

Current Payment Models

9·!at[9{ΧΦ

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

·Capitated care/Managed Care: Incentivized to restrict care

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

/hb/9wb{Χ

·No linkage of payment to quality of care ςNot a clinically driven or 

value-focused payment models

·Quality not translated to cost

·Payment systems do not encourage cooperation/teamwork to 

achieve care goals.
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The Foundation of P4P

·Standardized measures

·Data collection, submission & sharing

·Public reporting/transparency

·Payment Structure: Incentivized reimbursement
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Does P4P Work? 

EXAMPLES OF P4P

DATA TO DATE

EDUCATED OBSERVATIONS



ÂLink reimbursement with quality 
measures for five medical 
conditions

ÂApply a standard set of industry 
accepted quality indicators scored 
through Premierõs PerspectiveÊ 
clinical database.

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

ÂPublicize 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 
ǇǊƻƧŜŎǘ ƛƴǾƻƭǾƛƴƎ нслҌ ƘƻǎǇƛǘŀƭǎ ŘǊƛǾŜƴ ōȅ tǊŜƳƛŜǊΩǎ tŜǊǎǇŜŎǘƛǾŜϰ 
database.

ÂCoronary Artery 
Bypass Graft (CABG)
ÂPneumonia
ÂAcute Myocardial 

Infarction
ÂHeart Failure (HF)
ÂHip 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)

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

NVRI vs NVRI + P4P 

LindenauerPK et al. Public Reporting and Pay for Performance in 
Hospital Quality Improvement. N EnglJ Med 2007;356:486-96
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LeapFrogGroup

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

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

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

Foundation, Leapfrog members and others.

Mission
ǒSupport  informed healthcare decisions by those who use and pay for 

heath care.
ǒPromoting high-value health care through incentives and rewards.
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