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Why GAO Did This Study 
The HVBP program, which the Centers 
for Medicare & Medicaid Services 
(CMS) administers, annually evaluates 
individual hospital performance on a 
designated set of quality measures 
related to inpatient hospital services 
and, based on those results, adjusts 
Medicare payments to hospitals in the 
form of bonuses and penalties. The 
HVBP program was enacted in 2010 
as part of the Patient Protection and 
Affordable Care Act (PPACA). The first 
HVBP payment adjustments occurred 
in fiscal year 2013. 

PPACA included a provision for GAO 
to assess the HVBP program’s impact 
on Medicare quality and expenditures, 
including the HVBP program’s effects 
on small rural, small urban, and safety 
net hospitals. This report evaluates the 
initial effects of the HVBP program on: 
(1) Medicare payments to hospitals,  
(2) quality of care provided by 
hospitals, and (3) selected hospitals’ 
quality improvement efforts. To 
determine these initial effects of the 
HVBP program, GAO analyzed CMS 
data on bonuses and penalties given to 
hospitals in fiscal years 2013 through 
2015 as well as data on hospital quality 
measures collected by CMS from 2005 
through 2014, the most recent year 
available. GAO also interviewed 
officials with eight hospitals that 
participated in the HVBP program. 
Hospitals were selected to include 
safety net, small urban, and small rural 
hospitals, as well as those that were 
not part of any of these subgroups. 

The Department of Health and Human 
Services, which includes CMS, 
reviewed a draft of this report and 
provided technical comments, which 
GAO incorporated as appropriate. 

What GAO Found 
The bonuses and penalties received by most of the approximately 3,000 
hospitals eligible for the Hospital Value-based Purchasing (HVBP) program 
amounted to less than 0.5 percent of applicable Medicare payments each year. 
GAO found that safety net hospitals, which provide a significant amount of care 
to the poor, consistently had lower median payment adjustments—that is, smaller 
bonuses or larger penalties—than hospitals overall in the program’s first three 
years. However, this gap narrowed over time. In contrast, small urban hospitals 
had higher median payment adjustments each year than hospitals overall, and 
small rural hospitals’ median payment adjustments were similar to hospitals 
overall in the first two years and higher in the most recent year. 

Figure: Distribution of Hospital Value-based Purchasing Bonuses and Penalties Greater Than 
or Less Than 0.5 Percent, Fiscal Years 2013 through 2015 

GAO’s analysis found no apparent shift in existing trends in hospitals’ 
performance on the quality measures included in the HVBP program during the 
program’s initial years. However, shifts in quality trends could emerge in the 
future as the HVBP program continues to evolve. For example, new quality 
measures will be added, and the weight placed on clinical process measures—
on which hospitals had little room for improvement—will be substantially reduced. 
For many quality measures not included in the HVBP program, GAO also found 
that trends in hospitals’ performance remained unchanged in the period GAO 
reviewed, but there were exceptions in the case of three measures that are part 
of a separate incentive program targeting hospital readmissions. This program 
focuses exclusively on readmissions and imposes only penalties. The timing of 
changes in readmission trends provides some indication that the use of financial 
incentives in quality improvement programs may, under certain circumstances, 
promote enhanced quality of care. However, understanding the extent of that 
impact depends on the results of future research. 

Officials from selected hospitals GAO interviewed reported that the HVBP 
program generally reinforced ongoing quality improvement efforts, but did not 
lead to major changes in focus. In addition, hospital officials cited a variety of 
factors that affected their capacity to improve quality. For example, officials from 
most hospitals GAO contacted reported challenges related to using information 
technology (IT) systems—including electronic health records—to make quality 
improvements. In contrast, other hospital officials said their IT systems aided 
their quality performance efforts, such as by helping to collect clinical data 
needed to track progress on quality measures. Hospital officials described such 
factors as affecting their hospital’s quality improvement efforts as a whole, rather 
than being specifically linked to implementation of the HVBP program.
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441 G St. N.W. 
Washington, DC 20548 

October 1, 2015 

Congressional Committees 

The Hospital Value-based Purchasing (HVBP) program, which was 
created in 2010 by the Patient Protection and Affordable Care Act 
(PPACA), adjusts Medicare payments to hospitals based on a formula 
that takes into account each hospital’s performance on a designated set 
of quality measures.1 Prior to the HVBP program, hospitals had received 
slightly higher Medicare payments for submitting data for quality 
measurement and public reporting under the Centers for Medicare & 
Medicaid Services’ (CMS) Inpatient Quality Reporting (IQR) program. 
Beginning in fiscal year 2013, the HVBP program provided new bonuses 
and penalties that were based on each hospital’s performance on a 
subset of those IQR measures.2 

The HVBP program represents just one example from a range of efforts 
initiated under PPACA to induce providers to improve their quality of care 
and become more cost efficient. Some initiatives, like the HVBP program 
and Medicare’s Hospital Readmission Reduction Program, which 
establishes financial penalties for hospitals with higher readmission 
rates,3 aim to improve hospital quality and efficiency by increasing or 
decreasing Medicare’s traditional fee-for-service payments to hospitals. 
These initiatives are distinct from “alternative payment models” that aim to 
improve quality and efficiency by creating a shared stake among different 
types of providers by giving them a combined payment for all their 

                                                                                                                     
1Pub. L. No. 111-148, sec. 3001, 124 Stat. 119, 353 (Mar. 23, 2010); 42 U.S.C.  
§ 1395ww(o). 
2We have previously examined the strengths and limitations of the quality measures 
selected for the IQR program, as well as CMS’s processes for collecting the data the 
measures require and reporting on the performance of hospitals based on these 
measures. For a list of our relevant reports, see the Related GAO Products page at the 
end of this report. 
3A hospital readmission occurs when a patient who had already been hospitalized once is 
admitted to a hospital again, shortly after being discharged following the first 
hospitalization. Medicare readmission rates cover readmissions within 30 days or less, 
and include readmissions to any hospital. 
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services.
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4 At the same time that CMS is implementing modifications to 
fee-for-service payments, like the HVBP program, it is also expected to 
dramatically expand the scope of these alternative payment models 
across the full range of Medicare services.5 As policy makers consider 
how best to pursue these various options, a key question is the extent to 
which the HVBP program has demonstrated a capacity to improve health 
care quality and cost efficiency. 

The same section of PPACA that created the HVBP program included a 
provision for us to assess the impact of the HVBP program on Medicare 
quality and expenditures, including the quality of care among small rural, 
small urban, and safety net hospitals, which are hospitals that provide a 
significant amount of care to the poor.6 The provision called for an interim 
report to be issued by October 1, 2015, and a final report by July 1, 2017. 
This interim report examines how the additional financial incentive 
created under HVBP may have affected hospitals’ quality of care as well 
as their efforts to improve quality in the first years of the program’s 
implementation from fiscal year 2013 through fiscal year 2015, including 
the effects of the program on small rural, small urban, and safety net 
hospitals. 

This report addresses three questions: 

1. What initial effects have been observed from the HVBP program on 
Medicare payments to hospitals? 

2. What initial effects have been observed from the HVBP program on 
the quality of care provided by hospitals? 

3. What initial effect did the HVBP program have on selected hospitals’ 
quality improvement efforts? 

To determine the initial effects observed from the HVBP program on 
Medicare payments to hospitals, we analyzed data provided by CMS on 
the bonuses and penalties awarded to each of the approximately 3,000 

                                                                                                                     
4Alternative payment models include accountable care organizations and bundled 
payments for episodes of care. 
5S. M. Burwell. “Setting Value-Based Payment Goals—HHS Efforts to Improve U.S. 
Health Care,” New England Journal of Medicine, vol. 372, no. 10 (Mar. 5, 2015), 897-899. 
6Pub. L. No. 111-148, sec. 3001(a)(4). 



 
 
 
 
 

HVBP-eligible hospitals from fiscal year 2013 through fiscal year 2015.
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7 
We analyzed these data for hospitals overall as well as for small urban, 
small rural, and safety net hospitals. To do so, we identified small urban 
and small rural hospitals as those having 100 acute care beds or fewer, 
using data from the American Hospital Association survey and CMS’s 
determination about hospitals’ rural or urban classification.8  We identified 
safety net hospitals using CMS data on hospitals’ Medicare 
disproportionate patient percentage—a measure of Medicaid and low-
income Medicare patients—and hospitals’ proportion of uncompensated 
care, which we obtained from annual Medicare cost reports. We ranked 
HVBP-eligible hospitals on both measures and identified as safety net 
hospitals those hospitals that were in the top 10 percent when summing 
the rankings of both the disproportionate patient percentage and 
uncompensated care measures. In addition, we examined how these 
scores related to various hospital characteristics, such as a hospital’s net 
income as reported on Medicare cost reports. We reviewed related 
documentation and interviewed knowledgeable CMS and American 
Hospital Association officials, and we determined that these data on 
bonuses and penalties and hospital characteristics were sufficiently 
reliable for our purposes. 

To determine the initial effects observed from the HVBP program on the 
quality of care provided by hospitals, we analyzed data on quality 
measures collected by CMS between 2005 and 2014 (the most recent 
available) as part of the IQR Program for the approximately 3,000 HVBP-
eligible hospitals. This analysis included both IQR quality measures that 
were used in the HVBP payment formula and other IQR measures not 
included in the HVBP program, such as measures of hospital 
readmissions. We conducted this analysis for all IQR measures related to 
inpatient care for which we obtained a sufficient number of data points 

                                                                                                                     
7CMS informs hospitals of their bonus or penalty levels under the HVBP program at the 
start of each fiscal year. 
8We used the fiscal year 2013 American Hospital Association Annual Survey DatabaseTM, 
which contains data from more than 6,000 hospitals on a variety of characteristics. 



 
 
 
 
 

both before and after the implementation of the HVBP program.
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9 (See 
appendix I for a listing of these measures.) The quality measures we 
analyzed cover hospital performance on clinical processes to provide 
care, patients’ experiences in receiving care, and outcomes associated 
with patient care. CMS provided the clinical process and patient 
outcomes data. We obtained the patient experience data from the 
Hospital Compare website, where CMS publicly reports individual hospital 
performance on the IQR measures. CMS officials provided us 
supplementary information that allowed us to determine the time period of 
patient care for which each set of patient experience applied, as well as 
comparable dates for the patient outcome data on mortality and 
readmissions that we obtained from CMS. However, CMS was not able to 
provide us with one quarter of patient experience data that was not 
available from the Hospital Compare website. To identify any patterns 
that may be related to the HVBP program, we looked at the median 
hospital score of each measure during every period for which data were 
reported to CMS, both before and after the HVBP program began. We 
analyzed the results of quality measures for hospitals overall as well as 
for small urban, small rural, and safety net hospitals. We compared the 
median scores of small urban, small rural, and safety net hospitals to 
those of hospitals overall to assess the relative performance of those 
hospital subgroups. We reviewed related documentation, interviewed 
knowledgeable CMS officials, and determined that these data were 
sufficiently reliable for our purposes. 

To determine the initial effects of the HVBP program on the quality 
improvement efforts of selected hospitals, we interviewed 20 officials from 
eight different hospitals. Our interviews included officials from two small 
urban hospitals, two small rural hospitals, two safety net hospitals, and 
two hospitals that were not part of any of these categories. Within each 
category, we selected one hospital that experienced a relatively large 
penalty in the first year of the HVBP program and then improved its 
performance to receive a bonus in at least one subsequent year, and a 
second hospital that experienced a relatively large penalty in the first year 

                                                                                                                     
9We did not examine measures that were added to the IQR program in 2011 or later, due 
to an absence or limited amount of data available for analysis prior to the start of the 
HVBP program in October 2012. For example, we did not examine the IQR efficiency 
measure, Medicare spending per beneficiary, for which the earliest data available is from 
May 2011. Due to data reliability issues, we also did not examine one of the IQR clinical 
process measures for heart attack, which tracks the median time to administration of 
fibrinolytic agents (clot dissolving medications). 



 
 
 
 
 

of the HVBP program and then did not improve its performance to receive 
a bonus in either subsequent year. Because these hospitals were not 
selected randomly, they do not constitute a representative sample of 
hospitals participating in the HVBP program. Therefore, the information 
obtained from these interviews applies solely to this set of hospitals, and 
cannot be generalized to other hospitals. 

We conducted this performance audit from December 2014 to October 
2015 in accordance with generally accepted government auditing 
standards. Those standards require that we plan and perform the audit to 
obtain sufficient, appropriate evidence to provide a reasonable basis for 
our findings and conclusions based on our audit objectives. We believe 
that the evidence obtained provides a reasonable basis for our findings 
and conclusions based on our audit objectives. 

 
The HVBP program affects Medicare payments to approximately 3,000 
acute care hospitals for the inpatient services provided to Medicare 
beneficiaries. Hospitals are included in the HVBP program if they are paid 
through Medicare’s Inpatient Prospective Payment System. Thus, 
hospitals not paid through this system, such as critical access hospitals,
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10 
are not subject to payment adjustments by the HVBP program. 

By law, the HVBP program is budget neutral, which means that the total 
amount of payment increases, or bonuses, that it awards to hospitals 
deemed to provide higher quality of care must equal the total amount of 
payment reductions, or penalties, applied to hospitals deemed to provide 
lower quality of care. To accomplish this, CMS calculates each hospital’s 
payment adjustment percentage by applying a fixed percentage 
decrease, and then adding back percentage increases based on the 
hospital’s assessed quality performance in prior years. As specified in 
PPACA, the initial percentage reduction grew from 1.0 to 1.5 percent from 
fiscal year 2013 to fiscal year 2015, and will reach a maximum of 2 
percent in fiscal year 2017. The percentage increases added back are 
based on a hospital’s performance on each quality measure included in 
the HVBP payment formula. For each of these HVBP quality measures, 
CMS considers both the results of a hospital’s absolute performance and 

                                                                                                                     
10The hospitals classified as critical access hospitals typically are very small (25 inpatient 
beds or fewer) and operate in rural areas. 
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the changes in its performance over time, and then counts the better 
result toward the hospital’s quality score. The total quality score is derived 
from a hospital’s performance on all the HVBP quality measures. If a 
hospital obtains a percentage increase or supplement from its HVBP total 
quality score that exceeds the initial percentage reduction, it receives a 
net increase, or bonus, from HVBP for that year. If the increase from its 
total quality score is smaller than the initial reduction, the hospital 
receives a net decrease, or penalty, in payments compared to what it 
otherwise would have received without the HVBP program. 

The HVBP quality measures are distributed across several different 
performance categories—known as domains—that comprise a set of 
related quality measures. The number of domains included in the formula 
has grown from two (clinical process and patient experience measures) in 
fiscal year 2013 to four (adding patient outcomes and efficiency to the 
original two).
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11 Each domain consists of multiple quality measures, except 
for efficiency which consists solely of the Medicare Spending per 
Beneficiary measure. Across all of the domains, the number of measures 
included in the HVBP payment formula has grown from 20 in fiscal year 
2013 to 26 in fiscal year 2015. Before quality measures can be added to 
the HVBP formula, they must first have been publicly reported under the 
IQR program for at least one year. CMS makes adjustments each year—
usually providing several years notice—to the measures to be included in 
the HVBP payment formula in future years and to the relative weights 
applied to the quality domains in calculating each hospital’s total quality 
score. For example, in fiscal year 2013, 70 percent of the total quality 
score was based on clinical process measures. In fiscal year 2015, 
clinical process measures represented 20 percent of the total score. (See 
appendix II for a list of all the IQR measures included in the HVBP 
program.) 

Once CMS calculates a hospital’s performance across all of the domains 
and subsequently determines its corresponding bonus or penalty, the 
inpatient Medicare payment for each discharged patient is adjusted up or 

                                                                                                                     
11Clinical process measures show whether providers correctly follow steps, or processes 
of care, that have been proven to benefit patients. Patient experience measures record 
patients’ perspectives on their care, typically obtained through surveys, such as patient 
responses to a question about whether their pain was always well controlled during a 
hospital stay. Patient outcomes report the actual results that occur after care is provided, 
such as mortality rates. Efficiency measures assess the amount of resources used to 
provide care to patients. 



 
 
 
 
 

down throughout the fiscal year based on the size of the hospital’s bonus 
or penalty.
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12 (For two hypothetical examples, see fig. 1.) Only a portion of 
the total Medicare payment is affected, however. For example, the HVBP 
bonus or penalty does not alter certain add-on payments, such as those 
that compensate hospitals for serving a disproportionate share of low-
income patients or for providing medical education. As a result, hospitals 
caring for large proportions of low-income Medicare or Medicaid patients 
and major teaching hospitals have a lower proportion of their total 
Medicare payments affected by their HVBP bonus or penalty, compared 
to other hospitals that do not receive these add-on payments. 

                                                                                                                     
12For example, CMS informed each hospital of its HVBP program bonus or penalty for 
fiscal year 2015 at the start of the fiscal year, and each Medicare claim during the fiscal 
year is adjusted up or down based on the size of the hospital’s bonus or penalty. 



 
 
 
 
 

Figure 1: Effect of Hospital Value-based Purchasing (HVBP) Bonuses and Penalties 
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on Per-patient Payments to Two Hypothetical Hospitals 

Notes: These reductions and additions are applied at the same time, so their net effect increases or 
decreases hospital payments. CMS informs hospitals at the start of each fiscal year what their HVBP 
adjustment will be on each claim submitted during the coming year. These hypothetical examples do 
not include add-on payments received by some hospitals for medical education or for serving a 
disproportionate share of low-income Medicare and Medicaid patients. Nor do the examples include 
payments related to capital costs that are not affected by HVBP payment adjustments. 



 
 
 
 
 

Most hospitals received a bonus or penalty from the HVBP program of 
less than 0.5 percent of applicable Medicare payments in each of the first 
three years of the program. Small hospitals and hospitals with better 
financial performance generally had higher payment adjustments, that is, 
larger bonuses or smaller penalties. Among the subgroups we analyzed, 
we found that safety net hospitals received lower payment adjustments 
compared to hospitals overall, but the gap narrowed over time. Small 
rural and small urban hospitals had similar or better results than hospitals 
overall. 
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In each of the HVBP program’s first three years, a large majority of 
hospitals—between 74 percent and 93 percent—received a bonus or 
penalty of less than 0.5 percent. (See fig. 2.) 

 

Figure 2: Distribution of Hospital Value-based Purchasing Bonuses and Penalties, Fiscal Years 2013 through 2015 

Roughly the same number of hospitals received bonuses and penalties, 
with more bonuses awarded in fiscal year 2013 and fiscal year 2015, and 
more penalties awarded in fiscal year 2014. The amount of the annual 
median bonuses and median penalties increased slightly each year. The 
median bonus in 2015 was 0.32 percent of applicable Medicare payments 
and the median penalty was 0.26 percent. (See table 1.) 

Most Hospitals 
Received Bonuses or 
Penalties of Less 
than Half of One 
Percent Each Year, 
with Generally Similar 
Results for Small and 
Safety Net Hospitals 
A Large Majority of 
Hospitals Received 
Bonuses or Penalties of 
Less than Half a Percent 
Each Year 



 
 
 
 
 

Table 1: Number and Amount of Hospital Value-based Purchasing Bonuses and 
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Penalties, Fiscal Years 2013 through 2015 

Fiscal year 
Number of hospitals Median amount Maximum amount 

Bonus Penalty Bonus Penalty Bonus Penalty 
2013 1,557 1,428 0.20% -0.17% 0.83% -0.90% 
2014 1,255 1,473  0.20  -0.22  0.88  -1.14 
2015 1,713 1,371  0.32  -0.26  2.09  -1.24 

Source: GAO analysis of CMS data.  |  GAO-16-9 

Note: Negative results indicate penalties. 

In dollar terms, most of these annual bonuses or penalties were less than 
$50,000.13 For example, in fiscal year 2015, 52 percent of hospitals 
received bonuses or penalties that led to payment adjustments of less 
than $50,000, and 72 percent of hospitals had payment adjustments of 
less than $100,000. The size of bonuses or penalties, when measured in 
dollars, is a function of both the percentage bonus or penalty and the total 
amount of applicable Medicare payments a hospital is owed. In the 
aggregate, the HVBP program redistributed about $140 million dollars 
from hospitals that received penalties to hospitals that received bonuses 
in 2015. 

                                                                                                                     
13For example, the median bonus was $39,000 in fiscal year 2015 and the median penalty 
was $56,000. 



 
 
 
 
 

We found that smaller hospitals generally had higher payment 
adjustments—that is, larger bonuses or smaller penalties—than larger 
hospitals in the HVPB program’s first three years.

Page 11 GAO-16-9  Hospital Value-Based Purchasing 

14 Specifically, hospitals 
with 60 beds or fewer had the highest median payment adjustments in 
fiscal years 2013 and 2015,15 from among the five different hospital size 
categories (by number of beds) that we analyzed.16 In fiscal year 2015, 
the overall median payment adjustment for hospitals with 60 beds or 
fewer was a bonus of 0.38 percent.17 In contrast, hospitals in the 
categories with the largest number of beds—those encompassing 201 to 
350 beds and more than 350 beds—had the lowest median payment 
adjustments in fiscal year 2015. (Hospitals with more than 350 beds also 
had the lowest median payment adjustments in fiscal year 2013, but the 
differences among several of the categories were small.) See appendix III 
for the results of our analysis of hospital bed size categories. 

In addition, we found that hospitals with better financial performance, as 
measured by net income,18 generally had higher payment adjustments 
under the HVBP program. In each of the HVBP program’s first three 
years, hospitals with the highest net income had higher payment 
adjustments than hospitals with negative net income. Hospitals with net 
income of more than 5.0 percent received the highest median bonuses 
from among the seven net income categories that we analyzed. (See 

                                                                                                                     
14In this report, the term “payment adjustment” refers to both bonuses and penalties. 
Bonuses are positive payment adjustments and penalties are negative payment 
adjustments. Therefore, a higher payment adjustment could refer to either a larger bonus 
or a smaller penalty. 
15To compare payment adjustment levels for various categories of hospitals, we 
calculated median payment adjustments for each category. The median payment 
adjustment is the middle value among all hospital payment adjustments in a category. 
16In fiscal year 2014, hospitals with 60 beds or fewer were unremarkable compared to 
hospitals in the other categories we analyzed, but in that year differences in program 
eligibility rules led to a number of small hospitals being ineligible to receive a bonus or 
penalty. 
17A median payment adjustment of 0.00 percent would indicate that as many hospitals 
received bonuses as penalties. 
18We used net operating margin as a percentage of total income in fiscal year 2013 as our 
definition for net income. Net operating margin calculates the ratio of a hospital’s income 
minus expenses divided by the hospital’s income. For example, if a hospital had $100 
million in income and $102 million in expenses, its net income percentage would be -2.0 
percent. 

Small Hospital Size and 
Better Financial 
Performance Were 
Associated with Higher 
Payment Adjustments 



 
 
 
 
 

appendix IV.) Hospitals with lowest net income from among the 
categories we analyzed—negative margins of greater than -5.0—had 
among the lowest median payment adjustments in the HVBP program in 
fiscal years 2013 and 2014. However, the pattern for this group of 
hospitals with the lowest net income did not continue for fiscal year 2015, 
as these hospitals had median payment adjustments that were higher 
than those of hospitals in some other net income categories. 

 
Safety net hospitals consistently had lower median payment 
adjustments—that is, smaller bonuses or larger penalties—than hospitals 
overall.
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19 These adjustments ranged between .07 and .12 percentage 
points lower in the program’s first three years, with the smallest gap 
coming in fiscal year 2015. (See table 2.) Safety net hospitals exceeded 
hospitals overall in scores for efficiency but had lower scores each year 
for the other three HVBP domains. (See appendix V.) Therefore, one 
reason why the gap narrowed in fiscal year 2015 was the addition of the 
efficiency domain to the HVBP formula in that year. 

Table 2: Hospital Value-based Purchasing Median Payment Adjustments for 
Selected Hospital Types, Fiscal Years 2013 through 2015 

Fiscal year Safety net Small urban Small rural All hospitals 
2013 - 0.09% 0.11% 0.01% 0.01% 
2014  - 0.15  -0.01 -0.05 -0.03 
2015 - 0.00a 0.29 0.24 0.07 

Source: GAO analysis of CMS data.  |  GAO-16-9 

Note: Negative results indicate penalties 
aThe median result in fiscal year 2015 was a penalty of less than 0.0005 percent. 

In contrast, small urban hospitals had higher median payment 
adjustments—that is, larger bonuses or smaller penalties—than hospitals 
overall during the program’s first three years. The greatest difference was 
in fiscal year 2015, when small urban hospitals had a median payment 
adjustment 0.22 percentage points higher than hospitals overall. Small 

                                                                                                                     
19Compared to hospitals overall, safety net hospitals may face greater difficulty in 
improving their quality of care as it is assessed under the HVBP program, due to the 
factors associated with the patient populations the hospitals serve and the limited 
availability of follow-up health care and other services for patients after they are 
discharged from these hospitals. 

Compared to Hospitals 
Overall, Safety Net 
Hospitals Received Lower 
Payment Adjustments and 
Small Urban Hospitals 
Received Higher Payment 
Adjustments 



 
 
 
 
 

urban hospitals had generally higher scores across each of the HVBP 
program’s performance domains compared to hospitals overall in all three 
years, with the exception of the patient outcomes domain in fiscal year 
2014. 

Compared to safety net and small urban hospitals, small rural hospitals’ 
median payment adjustments more closely mirrored those of hospitals 
overall. In two of the program’s first three years, the median payment 
adjustment for small rural hospitals was within 0.02 percentage points of 
the median for all hospitals, before increasing relative to hospitals overall 
in fiscal year 2015. Small rural hospitals generally had higher median 
scores on the patient experience and cost efficiency domains than 
hospitals overall and had lower median scores on the clinical processes 
and patient outcomes domains. 

As with hospitals overall, most safety net, small urban, and small rural 
hospitals received bonuses or penalties of less than 0.5 percent in each 
of the program’s first three years. (See appendix VI.) However, the 
proportion of these hospitals with bonuses or penalties of less than  
0.5 percent was generally lower than for hospitals overall, with the largest 
differences in fiscal year 2015. For example, 59 percent of small urban 
hospitals received payment adjustments of less than 0.5 percent in fiscal 
year 2015—compared to 74 percent for hospitals overall. In the same 
year, about 36 percent of small urban hospitals received bonuses of  
0.5 percent or greater, compared to 18 percent of hospitals overall. 

 
Our analysis found no apparent shift in HVBP quality measure trends 
during the initial years of the program, but such shifts could emerge over 
time as the program implements planned changes. The same pattern 
held for most quality measures not included in the HVBP program. The 
exception was readmissions, where the performance of the same group 
of hospitals showed a clear shift in trend towards improvement during the 
initial years of the HVBP program. 
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Implementation of the 
HVBP Program, 
Although the Program 
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While the HVBP program aims to provide an incentive to improve 
hospitals’ quality of care, preliminary analysis of information from 2013 
and 2014—the two years of quality measure results after the program’s 
implementation that were available at the time of our analysis—shows 
that it did not noticeably alter the existing trends in hospitals’ performance 
on any of the quality measures used to determine HVBP payment 
adjustments that we examined. This lack of apparent change applied to 
all of the clinical process, patient experience, and outcomes measures 
included in the program’s payment formula that had sufficient available 
data points for us to assess. In general, trends observed for each 
measure before the HVBP program took effect in October 2012 remained 
largely unchanged after the program’s implementation, as shown by 
changes over time in the median hospital quality score for each 
measure.
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On clinical process measures, hospitals showed improvement that began 
before implementation of the HVBP program. These measures assess 
the extent to which hospitals correctly follow certain well-accepted 
processes to treat patients, for example by selecting an appropriate initial 
antibiotic for a pneumonia patient. The median scores for all of these 
clinical process measures increased prior to the implementation of the 
HVBP program. (See fig. 3.) As a result, by the start of the HVBP 
program in October 2012, the median scores for all clinical process 
measures included in the program were already at or close to 100 
percent, indicating that hospitals consistently followed these treatment 
procedures before the beginning of the HVBP program, and so there was 
limited opportunity for hospitals to improve on these measures after the 
program was implemented. As previously noted, CMS officials have 
adjusted the HVBP formula so that the weight given to clinical process 
measures has decreased over time, from 70 percent in 2013 to 20 
percent in 2015, with an additional decrease to 5 percent by 2017. 

                                                                                                                     
20The median hospital score represents the score of the hospital exactly in the middle of 
the distribution of hospitals, from highest to lowest, in a given reporting period. 

No Shift in Trends Was 
Apparent for the HVBP’s 
Quality Measures in the 
Program’s Initial Years, but 
Such Shifts Could Emerge 
Over Time As the Program 
Implements Planned 
Changes 



 
 
 
 
 

Figure 3: Median Hospital Scores on Clinical Process Measures, 2005 through 2014 
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Notes: Heart Attack A refers to the measure “Primary percutaneous coronary intervention received 
within 90 minutes.” Heart Failure A refers to “Discharge instructions received.” Pneumonia A refers to 
“Blood culture performed prior to first antibiotic received.” Pneumonia B refers to “Appropriate initial 
antibiotic selection.” Surgery A refers to “Patients received a beta blocker.” Surgery B refers to 
“Prophylactic antibiotic received within 1 hour prior to incision.” Surgery C refers to “Prophylactic 
antibiotic selection.” Surgery D refers to “Prophylactic antibiotics discontinued within 24 hours.” 
Surgery E refers to “Controlled postoperative serum glucose.” Surgery F refers to “Postoperative 
urinary catheter removal.” Surgery G refers to “Appropriate venous thromboembolism prophylaxis 
received within 24 hours.” 
Each clinical process measure assesses the extent to which patients received a treatment that was 
indicated for their medical condition. 
The HVBP program was implemented on October 1, 2012. 



 
 
 
 
 

For patient experience measures—on which, unlike clinical process 
measures, hospital scores were not at nor close to 100 percent—
hospitals showed steady, incremental improvement on the measures both 
before and after implementation of the HVBP program. These measures 
reflect the responses of hospital patients to survey questions about the 
quality of their hospital experience, such as how well their pain was 
controlled. For each of the HVBP patient experience measures, the 
median hospital score trended steadily upward or, in a few cases, 
remained the same from one reporting period to the next, with no 
substantial shift that coincided with the start of the HVBP program in 
October 2012. (See fig. 4.) 
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Figure 4: Median Hospital Scores on Patient Experience Measures, 2008 through 2014 
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Notes: Each patient experience measure assesses the extent to which patients provided the most 
positive response to questions about different aspects of their care on the Hospital Consumer 
Assessment of Healthcare Providers and Systems survey instrument following their hospital stay. 
Data for 2013, quarter 4, were not available. 



 
 
 
 
 

CMS calculates patient experience scores quarterly using four rolling quarters of data. For each new 
quarter’s result, CMS drops the oldest quarter of data from the previous quarter’s report and adds 
data from the newest, most recent quarter. The figure shows the median hospital scores for the 
midpoint of these four quarter periods. For example, the value in the figure for 2011, quarter 1, is 
based on data for care provided from July 2010 through June 2011 while the value for 2011, quarter 
2, is based on data for care provided from October 2010 through September 2011. 
The HVBP program was implemented on October 1, 2012. 

On the three HVBP patient outcomes measures we analyzed—each of 
which measures patient mortality that may be related to hospital quality—
the overall trends were mixed, but remained largely consistent both 
before and after implementation of the HVBP program. Hospitals showed 
steady improvement (i.e., a decrease) in the rate of mortality due to heart 
attack, both before and after HVBP program implementation. On the other 
hand, rates of mortality due to heart failure and pneumonia stayed 
roughly constant over the same time period, increasing slightly prior to the 
implementation of HVBP and then possibly leveling off. (See fig. 5.) All 
three mortality measures—heart attack, heart failure, and pneumonia—
use information from Medicare claims data to track patient mortality within 
30 days of a hospital admission and risk adjust the results based on 
patient characteristics. 
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Figure 5: Median Hospital Scores on Patient Mortality Measures by Medical 
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Condition, 2007 through 2013 

Notes: These mortality measures assess the rate of deaths from any cause within 30 days of a 
hospital admission, for patients hospitalized with the specified medical condition. CMS calculates 
hospital mortality scores annually using three years of data, starting in July. The figure shows the 
median hospital scores for the midpoint of these three-year periods, at the beginning of each year. 
For example, the value in the figure for 2011 is based on data from July 2009 through June 2012. 
The HVBP program was implemented on October 1, 2012. 

Small rural, small urban, and safety net hospitals sometimes performed 
better or worse than hospitals overall on one HVBP quality measure or 
another across the three domains, but these differences in relative 
performance did not change noticeably with the implementation of the 
HVBP program. We found a generally consistent pattern in which, for 
each of these individual measures, any difference in performance 
between hospitals in the subgroup and hospitals overall during the period 
before the program either disappeared by the time the program took 
effect or remained relatively constant in the following time period. On 
clinical process measures included in the HVBP program, small rural, 



 
 
 
 
 

small urban, and safety net hospitals generally matched hospitals overall 
with very high performance before HVBP was implemented. On patient 
experience measures included in the HVBP program, small rural and 
small urban hospitals performed slightly better than hospitals overall—
both before and after its implementation—while safety net hospitals 
performed slightly worse. On patient outcomes measures included in the 
HVBP program, small urban hospitals generally matched the performance 
of hospitals overall, both before and after its implementation, while safety 
net hospitals (on the measures for heart attack and pneumonia mortality) 
and small rural hospitals (on all three mortality measures) performed 
slightly worse. 

These trends in the HVBP quality measures reflect the relatively short 
period of time after the program was implemented in October 2012, which 
leaves open the possibility that more noticeable changes could emerge 
over a longer period of time. Such shifts in quality trends may develop 
slowly for two reasons. First, hospitals may take time to implement their 
responses to the program, and these responses, once implemented, may 
take additional time to achieve results.
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21 Second, the HVBP program has 
evolved substantially over time and will continue to do so, and therefore 
its effects on quality may also be different. For example, the amount of 
Medicare payments at risk will increase from 1.0 percent in fiscal year 
2013 to 2.0 percent in fiscal year 2017 and after. In addition, new quality 
measures are being added to the program, and the quality measure 
domains have increased from two to four, with a fifth—safety—due to be 
added to the HVBP formula in fiscal year 2017. Moreover, the weights 
attached to those domains, and therefore the relative effect each domain 
has on a hospital’s total quality score, have also shifted substantially. 
That is particularly true of the clinical process domain, on which hospitals 
did not have much room for improvement, as most hospitals already 
received scores at or close to 100 percent before the HVBP program was 
implemented. As we previously noted, this domain will drop from 70 
percent of the total quality score in fiscal year 2013 to 5 percent in fiscal 
year 2017. With more quality data collected over a longer period of time 
following the implementation of the HVBP program, it may be possible to 
detect more subtle and delayed effects of the program. 

                                                                                                                     
21As previously noted, our work to address this report’s third question—on what initial 
effect the HVBP program had on selected hospitals’ quality improvement efforts—involved 
interviewing hospital officials. These interviews collected information about the multiple 
challenges that hospitals face in attempting to bring about higher quality. 



 
 
 
 
 

Most of the IQR quality measures we examined that were not included in 
the HVBP program had trends that were similar to those in the program. 
Specifically, trends for non-HVBP clinical process measures were very 
similar to trends for HVBP clinical process measures, in that hospitals had 
improved on these measures and reached a high level prior to the start of 
the HVBP program. (See fig. 6.) In addition, the one IQR patient 
experience measure not incorporated into the HVBP program, a measure 
indicating whether patients would recommend the hospital, exhibited a 
trend very similar to that of the HVBP patient experience measures 
shown earlier in fig. 4. 
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Quality Measures Not 
Included in the HVBP 
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Figure 6: Median Hospital Scores on Clinical Process Measures Not Included in the Hospital Value-based Purchasing (HVBP) 
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Program, 2005 through 2014 

Notes: Heart Attack A refers to the measure “Statin prescribed at discharge.” Heart Attack B refers to 
“Aspirin prescribed at discharge.” Heart Failure A refers to “Evaluation of left ventricular systolic 
function.” Heart Failure B refers to “Angiotensin converting enzyme (ACE) inhibitor or angiotensin 
receptor blocker (ARB) for left ventricular systolic dysfunction.” Pneumonia refers to “Blood cultures 
performed within 24 hours prior to or 24 hours after hospital arrival for pneumonia patients who were 
transferred or admitted to the ICU within 24 hours of hospital arrival.” Surgery refers to “Surgery 
patients with perioperative temperature management.” 
Each clinical process measure assesses the extent to which patients received a treatment that was 
indicated for their medical condition. 
The HVBP program was implemented on October 1, 2012. 



 
 
 
 
 

The other non-HVBP measures that we examined were the 30-day 
hospital readmissions rates for heart attack, heart failure, and pneumonia; 
on all three measures, hospitals showed a different pattern—a clear initial 
shift in trend toward improved quality in the period leading up to the 
implementation of the HVBP program. These three measures track the 
percentage of patients with each condition that are readmitted to a 
hospital within 30 days after being discharged. Such readmissions may 
be an indication that patients’ recoveries from their initial hospitalizations 
were incomplete or that patients received inadequate care after their 
discharges. Readmissions for all three conditions remained largely 
unchanged from year to year through the end of 2009; afterwards, each 
declined noticeably around 2010 and continued to decline over the next 
two years. (See fig. 7.) 

Figure 7: Median Hospital Scores on Readmissions Measures by Medical Condition, 
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2007 through 2013 

Notes: These readmission measures assess the rate of unplanned hospital readmissions for any 
cause within 30 days of discharge from a hospital, for patients initially hospitalized with the specified 
medical condition. CMS calculates hospital readmission scores annually using three years of data, 



 
 
 
 
 

starting in July. The figure shows the median hospital scores for the midpoint of these three-year 
periods, at the beginning of each year. For example, the value in the figure for 2011 is based on data 
from July 2009 through June 2012. 
The HVBP program was implemented on October 1, 2012. 

The three non-HVBP readmission measures are targeted by the separate 
Hospital Readmissions Reduction program. Some analysts who have 
reviewed this program noted that this initial shift in trend toward higher 
quality on these measures took place after the law that established the 
readmissions reduction program, PPACA, was passed in 2010. They 
noted that hospitals had an opportunity to implement strategies to reduce 
their readmissions before the program began to impose its penalties in 
October 2012.
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22 While the Hospital Readmissions Reduction program 
took effect at the same time as the HVBP program, the difference in the 
observed trend for the measures targeted by the readmissions program, 
compared to the HVBP program, may in part reflect differences in the 
design of the two programs. These differences include (1) focusing on 
just readmission rates (in contrast to a complex mix of process, patient 
experience, outcome, and efficiency measures for the HVBP program), 
(2) not assessing hospitals on their levels of improvement, but instead 
focusing only their level of readmissions (with adjustments for patient 
demographics), and (3) providing only penalties, rather than bonuses, 
which have generally been larger in magnitude than penalties provided 
under HVBP.23 

As with the HVBP quality measures, these trends reflect the initial years 
of the Hospital Readmissions Reduction program, and they could change 
with time. Moreover, there could be other factors beyond the 
implementation of this program that influenced the decline in heart attack, 
heart failure and pneumonia readmissions over that time period. 
Nonetheless, the conjunction of the drop in hospital readmission rates 
and the introduction of a financial incentive program targeting those rates 
provides some additional indication that financial incentives of the sort 
broadly offered by programs like the HVBP program and the Hospital 
Readmissions Reduction program may, under certain circumstances, 

                                                                                                                     
22See C. Boccuti and G. Casillas. “Aiming for Fewer Hospital U-turns: The Medicare 
Hospital Readmission Program,” Kaiser Family Foundation Issue Brief (Jan. 2015), 6. 
23Between 64 and 78 percent of eligible hospitals received readmission penalties from 
fiscal year 2013 to fiscal year 2015. The average penalty for hospitals receiving 
readmission penalties ranged from 0.38 percent to 0.63 percent. See C. Boccuti and G. 
Casillas. “Aiming for Fewer Hospital U-turns,” 3. 



 
 
 
 
 

promote enhanced quality of care. However, a clear understanding of the 
extent of that impact, and the circumstances under which it may be 
maximized, will depend on the results of future research. 

 
Officials from selected hospitals reported that the HVBP program 
reinforced their ongoing quality improvement programs without leading to 
major changes. In addition, they cited a variety of factors that affected 
their capacity to make quality improvements, though they said that these 
factors were not directly influenced by the HVBP program. 
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Officials from eight selected hospitals we contacted reported that the 
actions that their hospitals took in response to the HVBP program 
focused on reinforcing ongoing efforts to improve quality. Prior to the 
HVBP program, each of these hospitals had established a quality 
improvement program that sought to improve the hospital’s performance 
on quality measures targeted by Medicare’s IQR program, as well as, in 
some cases, additional quality measures specified by private insurers, 
organizations of peer hospitals, or the hospital itself. Officials from the 
selected hospitals reported a variety of specific responses to the HVBP 
program. These responses reflected the hospitals’ differing individual 
circumstances and generally involved incremental adjustments to existing 
quality improvement programs, rather than major changes. The hospital 
officials described two ways in particular that the HVBP program 
reinforced these existing hospital efforts: (1) elevating the profile of the 
HVBP quality measures and thereby providing hospitals with a way to 
focus their quality improvement efforts, and (2) motivating hospital 
officials to increase the resources directed towards quality improvement. 

Some officials at the selected hospitals noted that one key effect of the 
HVBP program was to elevate the profile of those IQR measures included 
in the HVBP formula. These officials characterized the HVBP measures 
as a set of “national quality goals” which allowed them to benchmark their 
own performance against that of other hospitals. Hospital officials pointed 
in particular to the outcome measures in the HVBP program as 
influencing efforts to expand their hospitals’ ongoing quality improvement 
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efforts beyond the traditional focus on clinical process measures. 
However, these officials noted that this increased emphasis on outcomes 
measures was part of a larger transformation occurring throughout the 
health care system. According to the officials, a range of private sector 
value-based purchasing and other related initiatives were leading them in 
the same direction, and therefore it was difficult for hospital officials to 
differentiate actions taken in response to the HVBP program from 
responses to these other initiatives. 

Officials at the selected hospitals also credited the HVBP program with 
helping to motivate them to increase the resources directed at quality 
improvement. Several of these hospital officials described how quality 
improvement was a resource-intensive effort, in which one key resource 
was skilled staff who could collect, analyze, and act on timely, accurate 
and relevant data. Hospital officials reported that they had increased the 
number of such staff in recent years. Some officials suggested that the 
linkage of hospital quality to payments, such as through the HVBP 
program and comparable private sector initiatives, had helped to justify 
that shift in staff resources. However, according to hospital officials, this 
increase in staff contributed broadly to each hospital’s quality 
improvement efforts, rather than being limited to the particular HVBP 
quality measures. 

Officials at the selected hospitals emphasized that their ability to identify 
and address quality issues depended on their obtaining data about how 
their hospital was performing on relevant measures at the current time. 
Because the quality information provided by CMS to both hospitals and 
the public reflects patient care provided months or years in the past, 
these hospital officials found that they needed to generate more timely 
quality information on their own, either internally or through private 
vendors.
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24 This information allowed them to assess their current quality 
problems and also determine if the steps that they took to address 
problems were working. However, several officials at the selected 
hospitals noted that their ability to generate more current information was 
limited to certain types of quality measures, primarily those focused on 
clinical processes and patient experience. By contrast, many of these 
hospital officials said that they could not replicate the outcome measures 

                                                                                                                     
24Some hospitals hire vendors that collect and interpret performance data for the hospitals 
and that provide guidance to the hospitals on how they can improve their performance on 
selected quality measures. 



 
 
 
 
 

that CMS calculated from Medicare claims—as those measures often 
reflected what happened to patients after they left the hospital and are 
therefore based in part on data not readily available to hospitals.

Page 27 GAO-16-9  Hospital Value-Based Purchasing 

25 These 
hospital officials reported that improving their performance on patient 
outcomes was more challenging without accurate and current data. 

Just as hospitals had quality improvement programs in place prior to the 
HVBP program, their efforts to improve efficiency were also already 
growing when the HVBP program took effect. According to some officials 
at the selected hospitals, the addition of the Medicare Spending per 
Beneficiary measure to the HVBP program formula, with the introduction 
of the efficiency domain in fiscal year 2015, did little to affect those efforts. 
In part that was because, like the HVBP outcome measures, hospital 
officials reported that they could not independently calculate their 
Medicare Spending per Beneficiary scores, nor did they clearly 
understand what they would need to do to improve these scores. Instead, 
these hospital officials reported that they have proceeded with a range of 
more general efforts to improve efficiency by reducing their costs without 
impairing quality. These include initiatives to lower supply costs by 
standardizing the selection of medical devices, such as artificial joints, as 
well as systemic assessments of work processes designed to streamline 
their delivery of care.26 Officials at the selected hospitals reported varying 
levels of intensity in the pursuit of these efficiency goals, depending on 
the particular circumstances of their hospital. However, according to 
these officials, the impetus behind these efficiency efforts came from an 
increased focus for both public and private payers on controlling the 
growth of hospital costs. Numerous officials at the selected hospitals 
stated that their efforts to improve efficiency were aimed at securing the 
economic survival of their hospital in an increasingly challenging health 
care marketplace, rather than responding to a specific incentive from the 
HVBP program. 

                                                                                                                     
25These outcome measures include mortality measures for heart attack, heart failure, and 
pneumonia. 
26Lean thinking, sometimes referred to as the Toyota production system, is one of several 
specific methodologies that hospital officials reported using to develop and implement 
process improvements. Lean thinking focuses on eliminating waste, which is defined as 
anything not needed to produce a product or service. 



 
 
 
 
 

The issue that officials from most of the selected hospitals we contacted 
frequently identified as a barrier to quality improvement efforts was the 
hospital’s information technology (IT) system, especially its electronic 
health record. Some of these officials described how implementing a new 
IT system slowed down their work as staff grappled with learning the 
system, how limitations to the system prevented the production of desired 
performance-related data, and how the IT system diverted significant 
hospital resources into implementing and maintaining the system—
resources that could otherwise have been applied elsewhere, such as to 
quality improvement efforts. 

While some hospital officials we spoke to described the difficulties 
associated with implementing and effectively utilizing their IT systems, 
some highlighted the benefits of those systems as a tool for enhancing 
quality. These officials stated that physicians and other staff had come to 
rely upon their IT systems over time and that these systems helped their 
clinicians to better manage and coordinate care. Others said that their IT 
systems helped them to better manage their quality performance efforts, 
such as through built-in clinical process reminders in their electronic 
health record systems or by facilitating the collection of the patient clinical 
data needed for quality measures. 

Some other factors that officials at the selected hospitals identified as 
having a negative effect on their ability to make quality improvements 
included a lack of financial resources, the absence of timely and easily 
interpretable quality performance data, and personnel issues. These 
hospital officials told us that reduced reimbursement rates and the 
financial demands of a variety of other priorities limited the resources 
available for desired quality improvement efforts. Some of these officials 
also discussed challenges associated with interpreting performance data 
received from CMS, in part due to the delay between when the actions or 
outcomes measured actually occur and when the resulting scores are 
reported back to the hospital. Personnel issues—including limited 
physician engagement or a shortage of staff with needed quality 
improvement-related skills—were also described by some officials as 
having a negative effect on quality improvement efforts. 

Some officials at both small rural and safety net hospitals we contacted 
cited particular patient population and community factors as barriers to 
their quality improvement efforts. For example, some safety net hospital 
officials spoke about difficulties that arise from serving a disproportionate 
share of patients with characteristics—such as low incomes, mental 
health issues, language barriers, or little access to transportation—which 
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officials said make it harder to coordinate care and achieve better 
outcomes. In addition, some officials at safety net hospitals stated that a 
lack of available external resources in their community—such as mental 
health services, social services, and other health care services external to 
the hospital—or a lack of coordination between those resources make it 
harder to coordinate care and achieve better outcomes. Some small rural 
hospital officials also described similar barriers to improving quality of 
care, highlighting in particular the limited availability of mental health and 
social services in their community. 

Collaboration was a factor that numerous officials at the selected 
hospitals mentioned as having a beneficial effect on quality improvement 
efforts, and these officials discussed a range of different forums they had 
found for collaborative learning. Some cited the usefulness of their area’s 
Hospital Engagement Network in providing a forum for sharing best 
practices.
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27 Others discussed the benefits of learning from regional or 
state-based networks that they accessed through their state hospital 
association or another convening body. Officials from hospitals that are 
part of a hospital system spoke about collaboration within their system. 

While officials at the selected hospitals outlined for us the many factors 
they believed affected their quality improvement efforts, they did not 
indicate that these factors were specific to the HVBP program. Instead, 
these hospital officials said they were working to improve quality for a 
number of reasons, including responding to the HVBP program, and that 
these factors applied to their ongoing quality improvement efforts as a 
whole. Consequently, these officials characterized these factors as 
inhibiting or facilitating each hospital’s quality improvement efforts broadly 
rather than being factors that specifically affected or were affected by the 
implementation of the HVBP program. 

 
We provided a draft of this report to the Department of Health and Human 
Services for review, which includes CMS. The department provided 
technical comments, which we incorporated as appropriate. 

                                                                                                                     
27Organized by CMS, the public-private Partnership for Patients established 26 Hospital 
Engagement Networks. These networks include hospital associations and health systems 
and are designed to facilitate collaboration around quality, safety, and affordability issues 
in health care. 
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We are sending copies of this report to the Secretary of Health and 
Human Services, the Administrator of the Centers for Medicare & 
Medicaid Services, and other interested parties. In addition, the report is 
available at no charge on the GAO website at http://www.gao.gov. 

If you or your staffs have any questions about this report, please contact 
me at (202) 512-7114 or at kohnl@gao.gov. Contact points for our Offices 
of Congressional Relations and Public Affairs may be found on the last 
page of this report. GAO staff who made key contributions to this report 
are listed in appendix VII. 

Linda T. Kohn 
Director, Health Care 
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Appendix I: Inpatient Quality Reporting 
Measures Included in GAO’s Analysis 
 
 
 

The following table lists the Inpatient Quality Reporting (IQR) program 
measures included in our analysis of quality trends before and after the 
introduction of the Hospital Value-based Purchasing (HVBP) program. 
The table identifies which quality domain each measure belongs to; 
specifies whether the measure was used to calculate HVBP scores 
anytime during fiscal years 2013, 2014, or 2015; provides the IQR code 
and description that designate the measure under the IQR program; and 
indicates the number of data points available for our analysis, in which we 
assessed possible shifts in trends from the period before the HVBP 
program came into effect through the period after its implementation. 
Most of these measures have data points reported quarterly to the IQR 
program, with the exception of the patient outcome measures (mortality 
and readmissions), which are reported annually. 
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Table 3: Number of Data Points for Inpatient Quality Reporting (IQR) Measures Included in GAO’s Analysis 
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Domain 

Measure included in 
Hospital Value-based 
Purchasing program? 

IQR Measure Code Description 

Number of data 
points prior to 
October 2012 

Number of data 
points after 

October 2012 Yes No 
Clinical Process X AMI-2 Aspirin prescribed at 

discharge for heart attack 
patients 

31 8 

X AMI-8a Heart attack patients 
received primary 
percutaneous coronary 
intervention within  
90 minutes of hospital arrival 

31 8 

X AMI-10 Statin prescribed at discharge 
for heart attack patients 

8 8 

X HF-1 Heart failure patients received 
discharge instructions 

31 8 

X HF-2 Evaluation of left ventricular 
systolic function for heart 
failure patients 

31 8 

X HF-3 Heart failure patients received 
angiotensin converting enzyme 
inhibitor (ACE-1) or 
angiotensin II receptor blocker 
(ARB) for left ventricular 
systolic dysfunction 

31 8 

X PN-3a Blood cultures performed 
within 24 hours prior to or  
24 hours after hospital arrival 
for pneumonia patients who 
were transferred or admitted to 
the ICU within 24 hours of 
hospital arrival 

31 8 

X PN-3b Blood culture performed in 
the emergency department 
prior to first antibiotic received 
in hospital for pneumonia 
patients 

31 8 

X PN-6 Appropriate initial antibiotic 
selection for pneumonia 
patients 

31 8 

X SCIP-CARD-2 Surgery patients on a beta 
blocker prior to arrival who 
received a beta blocker 
during the perioperative 
period 

24 8 



 
Appendix I: Inpatient Quality Reporting 
Measures Included in GAO’s Analysis 
 
 
 

Page 34 GAO-16-9  Hospital Value-Based Purchasing 

Domain

Measure included in 
Hospital Value-based 
Purchasing program?

IQR Measure Code Description

Number of data 
points prior to 
October 2012

Number of data 
points after 

October 2012Yes No
X SCIP-INF-1 Prophylactic antibiotic 

received within 1 hour prior 
to surgical incision 

25 8 

X SCIP-INF-2 Received prophylactic 
antibiotic consistent with 
recommendations for 
surgical patients 

25 8 

X SCIP-INF-3 Prophylactic antibiotics 
discontinued within 24 hours 
after surgery end time 

25 8 

X SCIP-INF-4 Cardiac surgery patients 
with controlled 6 am 
postoperative serum glucose 

25 7 

X SCIP-INF-9 Postoperative urinary 
catheter removal on 
postoperative day 1 or 2 

12 8 

X SCIP-INF-10 Surgery patients with 
perioperative temperature 
management 

12 8 

X SCIP-VTE-2 Surgery patients who 
received appropriate VTE 
prophylaxis within 24 hours 
pre/post-surgery 

24 8 

Patient 
Experience 

X H-COMP-1-A-P Effectiveness of nurse 
communication 

22 5 

X H-COMP-2-A-P Effectiveness of doctor 
communication 

22 5 

X H-COMP-3-A-P Responsiveness of hospital 
staff 

22 5 

X H-COMP-4-A-P Effectiveness of pain 
management 

22 5 

X H-COMP-5-A-P Effectiveness of 
communication about 
medicines 

22 5 

X H-COMP-6-Y-P Provision of discharge 
information 

22 5 

X H-CLEAN-HSP-A-P Cleanliness of hospital 
environment 

22 5 

X H-QUIET-HSP-A-P Quietness of hospital 
environment 

22 5 

X H-HSP-RATING-9-10 Overall rating of hospital 22 5 
X H-RECMND-DY Willingness to recommend 

hospital 
22 5 
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Domain

Measure included in 
Hospital Value-based 
Purchasing program?

IQR Measure Code Description

Number of data 
points prior to 
October 2012

Number of data 
points after 

October 2012Yes No
Outcomes X MORT-30-AMI Acute myocardial infarction 

30-day mortality rate 
4 3 

X MORT-30-HF Heart failure 30-day 
mortality rate 

4 3 

X MORT-30-PN Pneumonia 30-day 
mortality rate 

4 3 

X READM-30-AMI Acute myocardial infarction 
30-day readmission rate 

4 3 

X READM-30-HF Heart failure 30-day 
readmission rate 

4 3 

X READM-30-PN Pneumonia 30-day 
readmission rate 

4 3 

Source: GAO analysis of CMS data.  |  GAO-16-9 
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Table Quality Measures Included in the Hospital Value-based Purchasing Program, Fiscal Years 2013 through 2017 
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Domain
Measure Included in Fiscal Year

Measure Codea Description2013 2014 2015 2016 2017
Clinical Process X X X X X AMI-7a Heart attack patients received fibrinolytic 

agent within 30 minutes of hospital arrival 
X X X na na AMI-8a Heart attack patients received percutaneous 

coronary intervention within 90 minutes of 
hospital arrival 

X X X Na na HF-1 Heart failure patients received discharge 
instructions 

X X X na na PN-3b Blood culture performed in the emergency 
department prior to first antibiotic received in 
hospital for pneumonia patients 

X X X X na PN-6 Appropriate initial antibiotic selection for 
community acquired pneumonia patient 

X X X na SCIP-INF-1 Prophylactic antibiotic received within 1 hour 
prior to surgical incision 

X X X X na SCIP-INF-2 Received prophylactic antibiotic consistent 
with recommendations for surgical patients 

X X X X na SCIP-INF-3 Prophylactic antibiotics discontinued within 
24 hours after surgery end time (48 hours for 
cardiac surgery) 

X X X na na SCIP-INF-4 Cardiac surgery patients with controlled 6 am 
postoperative serum glucose 

na X X X na SCIP-INF-9 Postoperative urinary catheter removal on 
postoperative day 1 or 2 

X X X X na SCIP-CARD-2 Surgery patients on a beta blocker prior to 
arrival who received a beta blocker during the 
perioperative period 

X X na na na SCIP-VTE-1 Recommended venous thromboembolism 
(VTE) prophylaxis ordered for surgery 
patients during admission 

X X X X na SCIP-VTE-2 Surgery patients who received appropriate 
VTE prophylaxis within 24 hours pre/post-
surgery 

na na na X X IMM-2 Influenza immunization 

na na na na X PC-01 Elective delivery prior to 39 completed weeks 
of gestation 

Patient 
Experience 

X X X X X H-COMP-1-A-P Effectiveness of nurse communication 
X X X X X H-COMP-2-A-P Effectiveness of doctor communication 
X X X X X H-COMP-3-A-P Responsiveness of hospital staff 
X X X X X H-COMP-4-A-P Effectiveness of pain management 
X X X X X H-COMP-5-A-P Effectiveness of communication about 

medicines 
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Domain 
Measure Included in Fiscal Year

Measure Codea Description2013 2014 2015 2016 2017 
X X X X X H-COMP-6-Y-P Provision of discharge information 
X X X X X H-CLEAN-HSP-A-P Cleanliness of hospital environment 
X X X X X H-QUIET-HSP-A-P Quietness of hospital environment 
X X X X X H-HSP-RATING-9-10 Overall rating of hospital 

Outcomes  
(2014-2017) 

na X X X X MORT-30-AMI Acute myocardial infarction 30-day mortality 
rate 

na X X X X MORT-30-HF Heart failure 30-day mortality rate 

na X X X X MORT-30-PN Pneumonia 30-day mortality rate 
Outcomes  
(2015-2016)  
Safety  
(2017) 

na na X X X PSI-90-SAFETY Composite rate for 8 serious complications 

na na X X X HAI-1 Central line-associated bloodstream infection 
rate 

na na na X X HAI-2 Catheter-associated urinary tract infection 
rate 

na na na X X HAI-3 Surgical site infection rate – colon surgery 

na na na X X HAI-4 Surgical site infection rate – abdominal 
hysterectomy 

na na na na X HAI-5 Methicillin-resistant staphylococcus aureus 
blood infection rate 

na na na na X HAI-6 Clostridium difficile infection rate 
Efficiency na na X X X MSPB-1 Medicare spending per beneficiary 

Source: GAO analysis of CMS data.  |  GAO-16-9 
aMeasure code refers to the identifier used to identify specific quality measures in the Inpatient 
Quality Reporting program. All measures included in the Hospital Value-based Purchasing program 
come from the Inpatient Quality Reporting program measure set. 
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Table Median Hospital Value-based Purchasing Payment Adjustments by Bed Size, 
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Fiscal Years 2013 through 2015 

Bed size category 
Fiscal year 

2013 2014 2015 
1 to 60 0.10% -0.02% 0.38% 
61 to 100 0.02 -0.03 0.14 
101 to 200 0.01 -0.03 0.03 
201 to 350 0.01 -0.04 -0.09 
350 or more -0.01 -0.01 -0.07 
Total 0.01 -0.03 0.07 

Source: GAO analysis of CMS data.  |  GAO-16-9 

Note: Negative results indicate penalties. 
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Table Median Hospital Value-based Purchasing Payment Adjustments by Net 
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Income, Fiscal Years 2013 through 2015 

Net income category 
Fiscal year 

2013 2014 2015 
Less than -5.00 -0.08  -0.21  0.17 
-5.00 to less than -2.00 -0.08 -0.15 0.03 
-2.00 to less than -0.50 -0.07 -0.09 0.00 
-0.50 to 0.50 -0.01 -0.10 -0.03 
More than 0.50 to 2.00 0.00 -0.03 0.01 
More than 2.00 to 5.00 0.03 0.01 0.07 
More than 5.00 0.15 0.05 0.23 
Total 0.01 -0.03 0.07 

Source: GAO analysis of CMS data.  |  GAO-16-9 

Notes: Positive amounts indicate bonuses, and negative amounts indicate penalties. Net income is 
defined as net operating margin in fiscal year 2013, the most recent year available. 
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Table Median Hospital Value-based Purchasing Domain Scores by Hospital Type, 
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Fiscal Years 2013 through 2015 

Year 
Category 

Safety net 
hospitals 

Small rural 
hospitals 

Small urban 
hospitals All hospitals 

FY 2013 Clinical 
processes 

55.56 56.67 63.33 61.82 

Patient 
experience 

36.00 50.00 51.00 40.00 

FY 2014 Clinical 
processes 

51.00 56.00 61.50 59.17 

Patient 
experience 

36.00 48.00 45.00 39.00 

Patient 
outcomes 

26.67 20.00 25.00 30.00 

FY 2015 Clinical 
processes 

49.05 50.00 58.89 56.00 

Patient 
experience 

35.00 49.00 50.00 39.00 

Patient 
outcomes 

43.33 43.33 46.67 45.00 

Efficiency 20.00 30.00 20.00 10.00 

Source: GAO analysis of CMS data.  |  GAO-16-9 

Note: Hospital scores for each domain range from 0 to 100. 
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Figure 8: Bonuses and Penalties under Hospital Value-based Purchasing by Hospital Type, Fiscal Years 2013 through 2015 
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Note: Numbers may not total to 100 due to rounding. 
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Bonuses and Penalties, Fiscal Years 2013 through 2015 

Fiscal year Hospitals with penalty 
of 0.5% or greater 

Hospitals with bonus 
or penalty of less than 
0.5% 

Hospitals with bonus 
of 0.5% or greater 

2013 3% 93% 4% 
2014 6 90 4 
2015 8% 74 18 

Data Table for Figure 1: Effect of Hospital Value-based Purchasing (HVBP) Bonuses 
and Penalties on Per-patient Payments to Two Hypothetical Hospitals 

Category 

Initial (pre 
HVBP) payment 
for one patient 
stay 

Payment for 
one patient stay 
minus standard 
HVBP reduction 
(1.5%) 

Payment for one 
patient stay with 
HVBP 
supplement 
based on 
hospital total 
quality score 
(2.25%) 

Final (Post 
HVBP) 
payment for 
one patient 
stay 

Hospital with a 
bonus 

$10,000 $9,850 (-$150) $9,850 (+$225) $10,075 

Hospital with a 
penalty 

$10,000 $9,850 
(-$150) 

$9,850 (+$75) $9,925 

Data Table for Figure 2: Distribution of Hospital Value-based Purchasing Bonuses 
and Penalties, Fiscal Years 2013 through 2015 

Fiscal year Hospitals with penalty 
of 0.5% or greater 

Hospitals with bonus 
or penalty of less than 
0.5% 

Hospitals with bonus 
of 0.5% or greater 

2013 3% 93% 4% 
2014 6 90 4 
2015 8% 74 18 

Data Table for Figure 3: Median Hospital Scores on Clinical Process Measures, 2005 
through 2014 

Measure 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 
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Measure 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 
Heart Attack 
A 

69% 67% 73% 84% 92% 99% 100% 100% 100% 100% 

Heart Failure 
A 

59% 72% 80% 86% 90% 93% 96% 97% 99% 99% 

Pneumonia A 84% 92% 93% 95% 97% 98% 99% 100% 100% 99% 
Pneumonia B 83% 87% 90% 91% 93% 95% 98% 99% 99% 100% 

Measure 2007 2008 2009 2010 2011 2012 2013 2014 
Surgery A 90% 96% 94% 97% 99% 100% 100% 100% 
Surgery B 91% 95% 97% 98% 99% 100% 100% 100% 
Surgery C 95% 98% 98% 98% 99% 100% 100% 100% 
Surgery D 86% 92% 95% 97% 98% 99% 99% 99% 
Surgery E 89% 92% 94% 95% 97% 98% 99% 97% 
Surgery F    93% 96% 98% 100% 100% 
Surgery G 84% 91% 93% 95% 98% 99% 99% 100% 

Data Table for Figure 4: Median Hospital Scores on Patient Experience Measures, 
2008 through 2014 

2008 

Measure 
2008 1st 
quarter 

2008 2nd 
quarter 

2008 3rd 
quarter 

2008 4th 
quarter 

Nursing Communication 73.00 73.00 74.00 74.00 
Physician Communication 79.00 79.00 79.00 79.00 
Staff responsiveness 60.00 60.00 60.00 60.00 
Pain Management 67.00 68.00 68.00 68.00 
Communication on Medicines 57.00 57.00 58.00 58.00 
Discharge Information 80.00 80.00 81.00 81.00 
Cleanliness 67.00 67.00 67.00 68.00 
Quietness 54.00 54.00 54.00 54.00 
Overall hospital rating 63.00 63.00 64.00 64.00 

2009 

Measure 
2009 1st 
quarter 

2009 2nd 
quarter 

 2009 3rd 
quarter 

2009 4th 
quarter 

Nursing Communication 74.00 74.00 75.00 75.00 
Physician 
Communication 

79.00 79.00 79.00 79.00 
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Measure
2009 1st

quarter
2009 2nd

quarter
2009 3rd 

quarter
2009 4th 
quarter

Staff responsiveness 61.00 61.00 61.00 62.00 
Pain Management 68.00 68.00 68.00 69.00 
Communication on 
Medicines 

58.00 58.00 59.00 59.00 

Discharge Information 81.00 81.00 81.00 82.00 
Cleanliness 68.00 68.00 69.00 69.00 
Quietness 55.00 54.50 55.50 56.00 
Overall hospital rating 65.00 64.00 65.00 66.00 

2010 

Measure 
2010 1st 
quarter 

2010 2nd 
quarter 

 2010 3rd 
quarter 

2010 4th 
quarter 

Nursing 
Communication 

75.00 75.00 76.00 76.00 

Physician 
Communication 

79.00 79.00 80.00 79.00 

Staff responsiveness 62.00 62.00 62.00 62.00 
Pain Management 69.00 69.00 69.00 69.00 
Communication on 
Medicines 

59.00 60.00 60.00 60.00 

Discharge 
Information 

82.00 82.00 83.00 83.00 

Cleanliness 69.00 70.00 70.00 70.00 
Quietness 56.00 56.00 56.00 56.00 
Overall hospital rating 66.00 67.00 67.00 67.00 

2011 

Measure 
2011 1st 
quarter 

2011 2nd 
quarter 

2011 3rd 
quarter 

2011 4th 
quarter 

Nursing 
Communication 

76.00 76.00 77.00 77.00 

Physician 
Communication 

80.00 80.00 80.00 80.00 

Staff responsiveness 62.00 63.00 63.00 64.00 
Pain Management 69.00 69.00 69.00 70.00 
Communication on 
Medicines 

60.00 60.00 61.00 62.00 

Discharge 
Information 

83.00 83.00 84.00 84.00 

Cleanliness 70.00 70.00 71.00 71.00 
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Measure
2011 1st

quarter
2011 2nd

quarter
2011 3rd 
quarter

2011 4th 
quarter

Quietness 57.00 57.00 57.50 58.00 
Overall hospital rating 67.00 68.00 68.00 69.00 

2012 

Measure 
2012 1st 
quarter 

2012 2nd 
quarter 

2012 3rd 
quarter 

2012 4th 
quarter 

Nursing 
Communication 

77.00 78.00 78.00 78.00 

Physician 
Communication 

80.00 80.00 80.00 80.00 

Staff responsiveness 64.00 65.00 65.00 65.00 
Pain Management 70.00 70.00 70.00 70.00 
Communication on 
Medicines 

62.00 62.00 62.00 63.00 

Discharge 
Information 

84.00 84.00 85.00 85.00 

Cleanliness 71.00 71.00 71.00 71.00 
Quietness 58.00 59.00 58.00 59.00 
Overall hospital rating 69.00 69.00 69.00 69.00 

2013 

Measure 
2013 1st 
quarter 

2013 2nd 
quarter 

2013 3rd 
quarter 

2013 4th 
quarter 

2014 1st 
quarter 

Nursing 
Communication 

78.00 78.00 78.00 na 78.00 

Physician 
Communication 

80.00 80.00 81.00  Na 81.00 

Staff 
responsiveness 

65.00 65.00 65.00  Na 65.00 

Pain Management 70.00 70.00 70.00  Na 70.00 
Communication on 
Medicines 

63.00 63.00 63.00  Na 63.00 

Discharge 
Information 

85.00 86.00 86.00  Na 86.00 

Cleanliness 71.00 71.00 72.00  Na 72.00 
Quietness 59.00 59.00 60.00  Na 60.00 
Overall hospital 
rating 

70.00 70.00 70.00  na 70.00 
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Data Table for Figure 5: Median Hospital Scores on Patient Mortality Measures by 
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Medical Condition, 2007 through 2013 

Condition 2007 2008 2009 2010 2011 2012 2013 
Heart Attack 16.5% 16.1% 15.8% 15.5% 15.2% 14.8% 14.2% 
Heart Failure 10.9% 11.0% 11.2% 11.5% 11.6% 11.8% 11.6% 
Pneumonia 11.3% 11.4% 11.7% 11.9% 11.7% 11.7% 11.3% 

Data Table for Figure 6: Median Hospital Scores on Clinical Process Measures Not 
Included in the Hospital Value-based Purchasing (HVBP) Program, 2005 through 
2014 

Measure 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 
Heart 
Attack A 

na na na na na na 100% 100% 100% 100% 

Heart 
Attack B 

98% 100% 100% 100% 100% 100% 100% 100% 100% 100% 

Heart 
Failure A 

92% 95% 97% 99% 100% 100% 100% 100% 100% 100% 

Heart 
Failure B 

85% 87% 93% 97% 100% 100% 100% 100% 100% 100% 

Pneumonia 87% 98% 100% 100% 100% 100% 100% 100% 100% 100% 
Surgery na na na na na 100% 100% 100% 100% 100% 

Data Table for Figure 7: Median Hospital Scores on Readmissions Measures by 
Medical Condition, 2007 through 2013 

Condition 2007 2008 2009 2010 2011 2012 2013 
Heart Attack 19.9% 19.9% 19.8% 19.6% 18.3% 17.8% 16.9% 
Heart Failure 24.4% 24.6% 24.7% 24.7% 23.0% 22.7% 22.0% 
Pneumonia 18.1% 18.4% 18.4% 18.5% 17.6% 17.3% 16.9% 
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Data Table for Figure 8: Bonuses and Penalties under Hospital Value-based Purchasing by Hospital Type, Fiscal Years 2013 
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through 2015 

Category 
Penalties of 0.5% or greater Payment adjustments less than 0.5%   Bonuses of 0.5% or greater  
2013 2014 2015 2013 2014 2015 2013 2014 2015 

All hospitals 3% 6% 8% 93% 90%   74% 4% 4% 18% 

Safety net 
hospitals 

6 14 15 91 82 66 3 4 19 

Small urban 
hospitals 

3 8 5 85 86 59  12 7   36 

Small rural 
hospitals 

7 10 5 89 86 66 4 5 29 
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