
CMS launched the Hospital Value-Based Purchasing Program in 2013 as an initiative to reward acute 

care hospitals for high-quality care. The program is part of CMS’s larger Quality Strategy to reform how 

healthcare is delivered and paid. 

For the 2018 fiscal year (October 1, 2017 to September 30, 2018), 2,808 large health systems in the 

U.S. are participating in the Hospital Value-Based Purchasing Program. CMS has approximately $1.9 

billion available in incentives for high-performing acute care hospitals in 2018, making deeply 

understanding these regulations a priority for health systems to succeed now and moving forward. 

This article describes the 2018 CMS value-based purchasing (VBP) measures and how health systems 

can prepare to meet these prescribed measures, avoid penalties, and benefit from the $1.9 billion 

incentive pool. 

Value-Based Purchasing Holds Risk and Reward 

CMS started incentivizing quality care for Medicare patients in 2012 with the Hospital Value-Based 

Purchasing Program, which rewards hospitals based on three performance areas: 

• The quality of care that hospitals provide Medicare patients.

• How closely hospitals follow clinical best practices.

• How well hospitals enhance patients’ experiences of care during hospital

stays.
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Under VBP, organizations have the potential for upside or downside reimbursement. If their services 

meet performance measures in the four CMS quality domains (Clinical Care, Patient- and Caregiver-

Centered Experience of Care/Care Coordination, Efficiency and Cost Reduction, and Safety), they will 

receive a bonus. If organizations fail to meet these thresholds for the measures, they will receive a 

penalty. 

To fund quality incentives, CMS reduced base-operating Medicare Severity Diagnosis Related Groups 

(MS-DRG) payments by two percent. Leftover monies are redistributed to hospitals based on their Total 

Performance Scores (TPS); this measure will be covered below. 

The 2018 Regulations: Four Domains with 19 Measures Reward Quality 

In the final regulations for 2018, CMS stated that the Hospital Value-Based Purchasing Program 

helps incentivize hospitals to improve healthcare quality and value. According to CMS, this program is 

a key component in connecting quality and improvement outcomes with payment. CMS annually 

adjusts the measures and their weighting (how much each measure impacts reimbursement). 

Of the 2,808 acute care hospitals participating in the Hospital Value-Based Purchasing Program in 

2018, CMS has penalized 1,211 (or 43 percent) of hospitals and awarded bonuses or breakeven status 

to 1,597 (57 percent) hospitals. The lowest adjustment penalty was negative 1.7 percent, and the 

highest bonus was 3.01 percent. More than 500 hospitals received a bonus greater than $100,000, and 

1,150 hospitals received a penalty between .01 and .99 percent. 

To establish domains, CMS uses measures that the Hospital Inpatient Quality Reporting (IRQ) Program 

has specified. The Hospital IQR Program makes these results available on Hospital Compare for one 

year. 

CMS has four domains for 2018, each weighted 25 percent, and with corresponding measures: 

Domain: Patient- and Caregiver-Centered Experience of Care/Care Coordination 

Eight measures: 

• Communication with nurses.

• Communication with doctors.

• Responsiveness of hospital staff.

• Communication about medication.

• Hospital cleanliness and quietness.

• Discharge information.

• Three-item care transition.

• Overall hospital rating.

Copyright © 2018 Health Catalyst 1

1

2

3

4

5

6

7

8

https://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/PhysicianFeedbackProgram/Downloads/2018-Value-Based-Payment-Modifier-Factsheet.pdf
https://www.healthcatalyst.com/Outcomes-Improvement-Five-Essentials
https://www.qualityreportingcenter.com/inpatient/iqr/
https://www.medicare.gov/hospitalcompare/search.html


Domain: Safety 

Seven measures: 

• Catheter-associated urinary tract infection (CAUTI).

• Central line-associated blood stream infection (CLABSI).

• Clostridium difficile (C. difficile) infection (CDI).

• Methicillin-resistant staphylococcus aureus (MRSA) bacteremia.

• Patient-safety for selected indicators (PSI-90) composite.

• Elective delivery prior to 39 completed weeks gestation.

• Surgical site infection (SSI)-colon and SSI-abdominal hysterectomy.

Domain: Clinical Care 

Three measures: 

• Acute myocardial infarction (AMI) 30-day mortality rate.

• Heart failure (HF) 30-day mortality rate.

• Pneumonia (PN) 30-day mortality rate.

Domain: Efficiency and Cost Reduction 

One measure: Medicare Spending per Beneficiary (MSPB). 

Health systems must note that, similar to the Hospital Value-Based Purchasing Program, the Hospital-

Acquired Condition (HAC) Program (an initiative to reduce HACs) also includes safety measures in its 

calculation. Organizations can earn bonuses or penalties for safety performance in measures in the two 

programs. 

A New Domain in 2018: Patient- and Caregiver-Centered Experience of Care/
Care Coordination 

CMS introduced the Patient- and Caregiver-Centered Experience of Care/Care Coordination section in 

2018. Now, the Hospital Consumer Assessment of Healthcare Providers and Systems (HCAHPS) 

survey (the first national, standardized, publicly reported survey of patients’ perspectives on hospital 

care) will include the following three questions, which CMS believes will help assess an important 

component of quality in the acute care setting by helping hospitals understand patients’ experiences as 

they leave the facility: 
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Question #1. During this hospital stay, staff took my preferences and those of my family or caregiver into 

account in deciding what my healthcare needs would be when I left: 

• Strongly disagree

• Disagree

• Agree

• Strongly agree

Question #2. When I left the hospital, I had a good understanding of the things I was responsible for 

in managing my health: 

• Strongly disagree

• Disagree

• Agree

• Strongly agree

Question #3. When I left the hospital, I clearly understood the purpose for taking each of my medications: 

• Strongly disagree

• Disagree

• Agree

• Strongly agree

Value-Based Purchasing Scoring Measures Performance and Improvement 

CMS scores hospitals on either achievement (comparison to other hospitals) or improvement, awarding 

the hospital the higher of the two scores. Achievement is compared to a benchmark threshold, while the 

improvement score measures the performance compared to the baseline. For Patient- and Caregiver-

Centered Experience of Care/Care Coordination, CMS uses consistency points: hospitals get a base 

score and then one point for achievement above the threshold. 

The minimum reporting requirement to receive a Clinical Care domain score is 25 applicable claims for 

at least two of the three Clinical Care domain measures during the performance period. For HCAHPS 

surveys, a minimum of 100 HCAHPS surveys is required in the Patient- and Caregiver-Centered 

Experience of Care/Care Coordination domain during the performance period. 

Each measure has a performance period and a baseline period. The performance period for 2018 

measures ended in 2016, with exception of Safety (2015). For the Patient Safety indicator (PSI)-90 

score, CMS used data from July 2010 to 2012. For Clinical Care, CMS calculated the current baseline 

with data from October 2009 to 2012. For the Safety (all measures except PSI-90), Patient- and
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Caregiver-Centered Experience of Care/Care Coordination, and Efficiency and Cost Reduction scores,

CMS used data from 2014. 

For each domain score, CMS takes the higher score (achievement or improvement score) and sum for 

the domain plus the consistency score for the Patient- and Caregiver-Centered Experience of Care/

Care Coordination domain, then multiplies that score by domain weight. It then adds together the 

weighted domain scores to get the TPS. CMS then creates an adjustment factor, which is applied (plus 

or minus) to the payment amount for each MP-DRG in 2018. 

Each May, CMS makes performance available to healthcare providers via a secure portal on 

QualityNet. CMS also releases to the public the measures used to establish the performance on 

the Hospital Compare website. CMS released data on December 21, 2017, on Hospital Compare to 

show the 2018 measures and scores by hospital. This public data sharing gives organizations 

another incentive to prioritize quality.

The One Cost Measure: Medicare Spending per Beneficiary 

Lowering cost is critical because, unlike other domains that have several metrics that factor into 

scores, the MSPB metric is the only cost metric and is weighted at 25 percent of the total score. 

MSPB is a publicly available cost measure that shows how a health system ranks compared with 

others for spending on each Medicare patient. Organizations can examine their total Medicare 

costs (from hospitals and skilled nursing facilities [SNFs]) to determine areas to investigate. 

CMS pulled together Medicare Part A (hospital expenses) and Part B (health insurance) claims and 

displayed the dollars representing claims paid from three days prior to admission through 30 days after 

discharge. They standardize the payment amounts by removing the effect of geographic payment 

differences and add-on payments (e.g., direct and indirect graduate medical education). 

The MSPB measure shows a health system’s efficiency relative to the efficiency of the median hospital 

in the same state and by national comparison. The threshold used to determine the achievement 

scoring for this measure is the national standardized median.  

The 2018 Ruling and Future Value-Based Purchasing Measures 

The 2018 rule finalizes the following changes to the VBP measures in future years, which will continue 

to push quality: 

• In 2019, CMS will remove the current PSI-90 measure from the Safety domain and replace it with

the modified ten-indicator PSI-10 measure in 2023.

• In 2019, CMS will add a measure for complication rate for total hip arthroplasty and total knee

arthroplasty.
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On April 24, 2018, CMS released the fiscal year 2019 Inpatient Prospective Payment System 

(IPPS) proposed payment rule. The proposal lists several changes for the Hospital Value-Based 

Purchasing Program, including the elimination of several sets of measures by 2021. CMS is 

moving to a more manageable set of measures and would like to reduce the burden of collecting 

measures: 

• All three episodic payment measures would be eliminated (acute myocardial infarction, heart

failure, and pneumonia). The overall MSPB measure would remain as the only measure in

Efficiency and Cost Reduction domain.

• The entire Safety domain would be deleted. These measures currently overlap with the Hospital

Acquired Condition (HAC) program.

• The domain weightings would be clinical at 50 percent, cost at 25 percent, and patient

engagement at 25 percent.

CMS modeled the impact of these changes on domain weighting. The percent of hospitals receiving a 

positive payment adjustment would decline from 57 percent to 45 percent. The proposal is now in the 

comment period until June 25,2018. 

In addition, the Medicare Payment Advisory Commission (MEDPAC) has released a recommendation 

to Congress that would create a new Hospital Value Incentive Program (HVIP) that would merge 

two programs: the Hospital Readmission Reduction Program and the Hospital Value-Based 

Purchasing Program. The merger would eliminate the IRQ and HAC Programs to remove existing 

overlap. HVIP would aim to avoid the disparities in payment adjustments that arise from serving 

different patient populations. With the proposed regulations for 2019, CMS is starting to implement this 

recommendation. HVIP would have four main areas: 

• Readmissions

• Mortality

• MSPB

• Overall patient experience

Data Helps Organizations Understand Value-Based Purchasing Quality Measures 
to Limit Risk and Maximize Gain 

Using data as their most strategic asset, health systems can thrive under VBP. Analytic-driven 

technologies, such as the following examples from Health Catalyst, can help organizations optimize 

their opportunities for incentives, avoid penalties, and position themselves for CMS’s increasing 

focus on quality. 

• Community Care advanced application: This application provides data to help organizations

review population health; compare their performance to national benchmarking standards for

specific measures; identify opportunities for costs savings; and track, monitor, and meet the
needs of high-risk patients.
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• Data Operating System (DOS™): A breakthrough engineering approach, DOS combines the

features of data warehousing, clinical data repositories, and health information exchanges in a

single, common-sense technology platform. DOS has the vast data and analytics ecosystem to

rapidly and efficiently improve outcomes across every healthcare domain.

• Leading Wisely®: This new-generation executive decision support system has personalized

watchlists, configurable visualizations, and customizable alerts and notifications that equip

organizations with the data and foresight to deal with challenges, such as stricter quality measures.

Quality Will Remain a Top Reimbursement Priority 

Based on the CMS Hospital Value-Based Purchasing Program measures for 2018 and scheduled 

changes through 2022, health systems must prepare for the continued emphasis on quality and rising 

quality standards around reimbursement measures. Organizations can reduce their risk of penalty and 

increase their chance of earning incentive bonuses by understanding the four current CMS 

quality domains (Clinical Care, Patient- and Caregiver-Centered Experience of Care/Care 

Coordination, Efficiency and Cost Reduction, and Safety) and building the skills and process to 

handle increasingly stricter quality measures in these areas.  
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