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A Quick Primer on Value Based Care 
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Is a system in which reimbursement is driven by quality of care 
and patient outcomes. 
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Value Based Care

Not driven by 
volume, use, 
or “heads in 

beds”

It is… 

About full 
continuum 

performance

Focused on 
Prevention

Payment is 
based on 

performance 
against 

expected 
measures

Value Based Care is Risk Based Care 
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The Trifecta of CMS Inpatient 
Value Based Programs

Heart Attack · Heart 
Failure COPD · 

Knee/Hip Replacement 
Pneumonia

Level of Risk

Value 
Based 

Purchasing

Readmission 
Reduction

Hospital 
Acquired 

Conditions

Mortality · Patient 
Experience  Hospital 
Acquired Infections 
Cost Effectiveness  

Hospital Acquired 
Infections 

Postoperative 
Complications    

Higher RiskLower Risk



What About Star Ratings?

Patients Payors22%

Star Ratings are for Consumer Use

Patients and  Payors are Consumers

Patient 
Experience

22% 22% 22%

Mortality

Readmissions

Safety

Timeliness/
Effective Care

22%



Value Based Purchasing: 
How it Works

CMS withholds 
Medicare 

Payments by 2%

That 2% goes 
into a pool to 

fund the 
program

Hospitals can 
gain or lose 

based on their 
value-based 
performance 

The incentive 
or reduction is 

redistributed to 
hospitals based 

on their total 
performance

1 2 3 4



What is Included? 
Value Based Purchasing

Mortality Rate
• Heart Attack
• Bypass Surgery
• Chronic Obstructive Pulmonary 

Disease
• Pneumonia
• Heart Failure
• Also includes complication rate for 

Knee/Hip Surgery

Patient Satisfaction

Hospital Acquired Infections
• Central Line Infections
• Catheter Infections
• Surgical Site Infections (Colon 

surgery and Hysterectomies)
• MRSA
• C-difficile Illness

Efficiency and Cost Reduction
• Average Spend per Medicare 

Beneficiary

25%

25%

25%

25%

• HCHAPS survey results for select 
measures



2025 
Achievement 

Targets



Readmissions Reduction: 
How it Works

CMS uses the risk 
stratification of the 
patient population 

to calculate an 
expected rate of 
readmission by 
condition for a 
given facility

Hospitals that exceed this 
rate are penalized by CMS 
at a calculated percentage 
based on how far off the 

target they perform 
(maximum 3%)

  

The payment adjustment factor 
applies to all discharges in the fiscal 

year, no matter the condition 
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What Counts as a Readmission?

“Index” admission 
for one of the 
target conditions:
• AMI
• COPD
• CHF
• CABG
• TKR/THR
• Pneumonia

Discharged (and 
gone) for more 
than 24 hours

An unplanned 
hospital 
comeback that 
results in 
admission



Hospital Acquired Conditions (HAC)  Reduction: 
How it Works

Hospitals report a series of post 

operative complications via their 

claims data.  

Hospitals also mandatorily report 

actual infection data via the 

CDC’s NHSN System

Mandatory Case
Reporting 

The bottom 25% of all performers 

incur a 1% payment reduction on 

all CMS dollars

Penalty Assigned 
To Bottom 25%

CMS compiles a total HAC 

performance score which is a 

rollup of the Postoperative 

complications index (PSI-90) and 

the Hospital Acquire Infections 

Measures

CMS Compiles 
Score



The Financial Impact 
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Q&A
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Contact your presenter
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Thank you for attending


