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Paying For Quality

 If a physician make a large incision with an 

operating knife and cure it, or if he open a tumor 

(over the eye) with an operating knife, and saves 

the eye, he shall receive ten shekels in money.

 If a physician make a large incision with the 

operating knife, and kill him, or open a tumor 

with the operating knife, and cut out the eye, his 

hands shall be cut off.

— Code of Hammurabi, c. 1750 B.C.
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National Consensus on 

Healthcare Quality? 
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 Systemic Problem

 Needs External Fix

 Money Talks

 Higher Quality and             

Lower Cost
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Institute of Medicine (IOM)

 To ERR is Human: Building a Safer Healthcare 

System 

 Performance Measurement: Accelerating 

Improvement 

 Rewarding Provider Performance: Aligning 

Incentives in Medicare 

 “Using payment incentives to reward quality and quality 

improvement can serve as a powerful stimulus to drive 

institutional and provider behavior toward better quality.” 

 “Pay-for-performance incentives alone would be insufficient 

without certain operating conditions ... such as the use of 

electronic health records, public reporting, beneficiary incentives, 

and education of boards of directors.”
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Source: NPR/Kaiser Family Foundation/Harvard School of Public 

Health, The Public and the Health Care Delivery System 

(March 12-22, 2009)
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CMS Value Based Purchasing (VBP)

“Transform this program (Medicare) as we 

said time and time again from being 

nothing more than a passive Payor to an 

active purchaser of high quality healthcare 

for Medicare beneficiaries. We call this 

Value Based Purchasing.”
Herb Kuhn 2006

Deputy Administrator CMS
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CMS VBP Goal

The right care for every person every time 

with care that is:

 safe 

 effective 

 timely 

 patient-centered 

 efficient

 equitable
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CMS VBP Components

 Quality Measurement

 Treatment Outcomes

 Clinical Processes

 Patient Satisfaction

 Financial Incentives

 Public Reporting

 Structural Issues (HIT)
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CMS Quality Measures 2008
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CMS VBP “Programs” 
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 RHQDAPU

 Inpatient Measures

 HOP QDRP

 HCAHPS

 PQRI

 HAC

 NCA
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CMS Performance Assessment Model
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VBP Payment Methodology



How Does HAC Work

MS-DRG Assignment

(For a single secondary diagnosis only)

POA 

(Secondary 

Diagnosis)

Average 

Payment*  

FY 2008

Principal Diagnosis of stroke without CC/MCC - MS-

DRG 066 $5,347.98

Principal Diagnosis of stroke with CC - MS-DRG 065

Secondary Diagnosis

Dislocation of patella-open due to a fall (code 836.4 

(CC)

Y $6,177.43

Principal Diagnosis of stroke without CC/MCC - MS-

DRG 066

Secondary Diagnosis

Dislocation of patella-open due to a fall (code 836.4 

(CC)

N $5,347.98

Adjustment - 12.69 % -$ 829.45
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VBP – Core Concept

“The core concept is this. We ought to be paying 

for care that promotes health, prevents 

complications, and keeps healthcare costs 

down. It sounds pretty intuitive to everybody in 

this room, but it’s not the way that the 

healthcare payments usually work today. 

Instead, if patients experience complications or 

receive duplicative or ineffective treatments, we 

all end up paying much more”.    
Herb Kuhn

Deputy Administrator CMS
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HAC Future Issues

• Risk Adjustment Methodologies

• Calculate Incidence Rates

• POA Coding Patterns

• ICD – 10 Adoption

• Add More HACs to the list

• Address NQF Never Events (NCDs)
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National Coverage Determinations 
(NCD)

• National Coverage Analysis (NCA) for NQF Never 
Events under NCD
– Surgery on Wrong Body Part

– Surgery on Wrong Patient

– Wrong Surgery Performed on a Patient

• Objective of NCD
– No payment for these Never Events

– Make these Reportable on CMS Hospital Compare Web Site

• NCA Timelines
– Initial Announcement (August 19, 2008)

– Proposed Decision Memorandum (Feb 1,2009)

– Final Rule (No Later than April 30, 2009)
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ARRA (HITECH)
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Maryland QBR Vision

“The Maryland System, under the authority of 

the HSCRC and the Maryland Health Care 

Commission (MHCC), is unique in its ability 

to affect access to appropriate high quality 

care at reasonable cost. This Initiative, when 

fully implemented, will represent one of the 

broadest quality-based reimbursement 

systems in the nation.”
HSCRC Web Site
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HSCRC QBR Project Status

 Statewide Implementation FY 2010

 Establish “At Risk” Funding Amount

 Define Initial Measure Set

 Define Incentive Rewards for a Minimum 

of 5 Measures submission

 Establish “Opportunity Model” for Scoring

 Full Harmonization with CMS & TJC 

 Public Reporting

Page 25



©2007 Medisolv Inc.



©2007 Medisolv Inc.

The Next Crisis
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Medicare is the Problem
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Questions?

Zahid Butt MD,FACG

443-539-0505 Ext. 23

410-925-7005 (Cell)

zbutt@medisolv.com


