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Beginning late next year, hospitals will be paid in part
based on their performance on 12 clinical quality

measures and patient satisfaction scores. 
Under the new Hospital Value-Based Purchasing

program, mandated by the Affordable Care Act, officials
at the Centers for Medicare and
Medicaid Services will set aside
1% of hospital payments under
the Medicare IPPS (Inpatient
Prospective Payment System) to
pay for care based on quality.

In the first year, the fund will
have about $850 million to make
quality-incentive payments. 

Dr. Richard Bankowitz, chief
medical officer for the Premier
Healthcare Alliance (a network of more than 2,500 U.S.
hospitals and 73,000 other health care sites) shared his
views on the new program and the potential impact it
will have on cost and quality.

RHEUMATOLOGY NEWS: The measures are weighted so
that 70% of the incentive payment is based on the 12
quality measures, and 30% is based on patient evalua-
tions. Is this the best way to measure the success of hos-
pitals in improving quality? 
Dr. Bankowitz: Based on our experience with the Hos-
pital Quality Incentive Demonstration VBP (value-based
purchasing) project, which helped to pioneer the concept
of VBP/pay for performance, the Premier Healthcare Al-
liance strongly supports policies that link payment to qual-
ity outcomes. However, we are disappointed that the
CMS essentially ignored comments from the field on the
proposed Medicare VBP rule. We believe that the CMS
inappropriately weighted the HCAHPS (Hospital Con-

sumer Assessment of Healthcare Providers and Systems)
survey. Although inclusion of HCAHPS is an important
advancement of patient-centered care, a 30% weighting
is excessive, because research shows that high-acuity or
depressed patients score their experience at a lower lev-

el. Because of this, we believe that
the CMS’s policy will disadvan-
tage hospitals that take on com-
plex patients. 

RN: Are Medicare officials using
the right quality measures? What
factors need to be considered in
choosing measures? 
Dr. Bankowitz: Premier supports
the inclusion of harm and health

care–acquired condition measures in VBP. However, the
measures are duplicative of the CMS’s current nonpay-
ment policy. The CMS needs to reconsider its overall ap-
proach to health care–acquired conditions to ensure that
each policy is mutually exclusive and that hospitals are
not inappropriately hit with double penalties for the
same event. Such quality measures (based on billing
data) are unreliable and should not be used; instead, the
CMS should wait for the inclusion of more robust clin-
ical outcomes measures. We were disappointed with the
selection of the Agency for Healthcare Quality and Re-
search patient-safety and inpatient-quality indicators in
the VBP program. These measures lack substantial ev-
idence to support their ability to identify true differences
in hospital performance, and some have very high false-
positive rates. Using “buggy” measures to determine
payment is highly inappropriate, and will unfairly pe-
nalize hospitals with reduced reimbursement, even in
cases where no quality or safety events have occurred. 

RN: Are hospitals ready to take this step? 
Dr. Bankowitz: We believe that the majority of hos-
pitals are ready to move toward a pay-for-performance
environment, but the CMS’s rule does not make this
transition optimal. Premier has long argued that per-
formance thresholds should be established at a level
that all hospitals reasonably could be expected to
achieve. Setting the threshold at the median in the base-
line period is overly ambitious in the first year of the
program, and fails to take into account the time need-
ed to establish robust quality-improvement infra-
structures. 

RN: Is this program likely to meet the goals of lower-
ing cost while improving quality? 
Dr. Bankowitz: Directionally, there are myriad pro-
posals both through health reform and in the private
market that are moving the system forward and align-
ing incentives to reward quality outcomes, as opposed
to volume-based fees for service. For example, in ad-
dition to the VBP program, reform calls for payment
penalties for hospitals with high readmission rates
and the recently released Medicare shared-savings pro-
gram rules are predicated on the desire to pay for im-
proved quality that is delivered at a lower cost. More-
over, private payers are pushing for value-based
reimbursement overall, and hospitals will increasing-
ly have to achieve the goals of better quality and low-
er costs in order to survive in the future. Broadly, all
these programs are pushing us to a new way of reim-
bursing and delivering care, a change that is long over-
due, considering the quality gaps in the current system
as well as the unaffordable trajectory of health care
spending. 
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DR. BANKOWITZ

Continued on following page

Checking Musculoskeletal Injuries 
The consumer group Public Citizen is
urging the federal government to require
businesses to report employees’ muscu-
loskeletal injuries more specifically. The
Occupational Safety and Health Admin-
istration last year proposed an extra box
on an OSHA form where employers
would indicate any such injuries. This
year, OSHA pulled back the proposal
while asking for more comments. In a let-
ter, Public Citizen urged the requirement
for the checkbox, saying it would not
overly burden even small businesses and
would provide much-needed data on
repetitive-stress injuries.

A Vote for Arthritis Data
Sen. Robert Menendez (D-N.J.) and Rep.
Jim Gerlach (R-Pa.) introduced the Pso-
riasis and Psoriatic Arthritis Research,
Cure, and Care Act of 2011. Their bill
(H.R. 2033 in the House and S. 1107 in
the Senate) would build on the $1.5 mil-
lion already given to the Centers for Dis-
ease Control and Prevention in 2009 for
collecting psoriasis-related data. An ad-
ditional $1.5 million each year would
continue the project from 2012 to 2017.
The bills would also urge the National
Institutes of Health to create a virtual

“center of excellence” to share informa-
tion on psoriasis and psoriatic arthritis.

Group Suggests Payment Fixes
An official of the American College of
Rheumatology told lawmakers they
could fix the ailing Medicare physician
payment system by first dumping the
Sustainable Growth Rate (SGR) formu-
la and setting a series of incremental pay
increases for the next 5 years. In written
comments to the House Ways and
Means Committee, Dr. Tim Laing, chair-
man of the college’s government affairs
committee, said that repealing the SGR
and setting the increases would allow
enough time to test, adjust, and imple-
ment new payment models. Dr. Laing
asked Congress to extend 10% payment
bonuses for primary care physicians to
rheumatologists and to correct the pay
disparity between physicians who per-
form procedures and those who do cog-
nitive work. “With the additional train-
ing rheumatologists and other cognitive
specialists receive, they have been
lumped together with surgical and pro-
cedural specialties even though their pa-
tient care aligns more with primary
care,” Dr. Laing wrote. “Recognizing
the differences in these specialties is im-

portant when reforming the physician
payment system.” 

1 Billion Deal With Disabilities
More than 1 billion people have some
form of disability, according to the first-
ever World Report on Disability by the
World Health Organization and the
World Bank. People with mental and
physical disabilities are twice as likely as
are others to say they lack health care be-
cause available providers’ skills are inad-
equate, and three times as likely to report
being denied needed health care, accord-
ing to the report. In a forward, theoreti-
cal physicist Stephen Hawking, who lives
with motor neuron disease, said, “We
have a moral duty to remove the barriers
to participation for people with disabili-
ties, and to invest sufficient funding and
expertise to unlock their vast potential.”
The report encouraged governments to
step up their efforts to make services ac-
cessible to people with disabilities.

No, It’s Never Healthy
The Food and Drug Administration has
warned online retailers to stop market-
ing tobacco products with unsubstanti-
ated claims that the products can reduce
the risk of tobacco-related diseases. In 11
warning letters, the agency cited the on-
line retailers for various illegal claims, in-
cluding use of terms such as “light,”
“mild,” “low,” “less toxic,” and “safer.”
Companies cannot make these claims
without FDA approval, and the FDA has

not okayed any such claim for tobacco
products. The agency also cited some In-
ternet retailers for selling flavored ciga-
rettes. “There is no known safe tobacco
product,” Dr. Lawrence Deyton, director
of the FDA’s Center for Tobacco Prod-
ucts, said in a statement. “It is illegal for
tobacco companies or retailers, including
Internet sellers, to make unsubstantiat-
ed claims or statements that imply to-
bacco products reduce health risks.”

Bill Seeks to Repeal Tan Tax
A Republican congressman and 24
cosponsors have introduced a bill to re-
peal the 10% “regressive tax” on tanning
services that was part of the Affordable
Care Act. “The health care law unfairly
imposes onerous taxes, like the tan tax,
on our nation’s business owners and
consumers, slowing economic growth
and costing jobs,” the bill’s sponsor, Rep.
Michael Grimm (R-N.Y.), said in a state-
ment. The Indoor Tanning Association
supports the bill, as does the National
Federation of Independent Businesses
and the National Taxpayers Union, Rep.
Grimm said. The tanning group’s presi-
dent, Dan Humiston, said in a state-
ment, “In reality, this tax takes money
out of the pockets of some of those least
able to afford it: working women, who
are not only customers but also make up
a majority of our business owners; and
college students, who are both cus-
tomers and employees.”

–Mary Ellen Schneider
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