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US health care system moves 
towards more value-based purchasing
In late January 2015, the United States 
Department of Health and Human 
Services (HHS) announced their inten-
tions to help drive the U.S. health care 
system towards greater value-based 
purchasing – rather than continuing to 
reward volume regardless of quality of 
care delivered. HHS has set a goal to 
have 30 percent of Medicare payments 
in value-based alternative payment mod-
els by the end of 2016, and tying 50 
percent of payments to the models by 
the end of 2018. This will be achieved 
through investment in alternative pay-
ment models such as Accountable Care 
Organizations (ACOs), advanced primary 
care medical home models, new models 
of bundling payments for episodes of 
care, and integrated care demonstra-
tions for beneficiaries that are Medicare-
Medicaid enrollees. Overall, HHS seeks 
to have 85 percent of Medicare fee-
for-service payments in value-based 
purchasing by 2016 and 90 percent by 
2018. 

Q.  When the Department of Health and Human 
Services (HHS) says they want 85 percent of 
Medicare fee for service payments in value-
based purchasing by 2016, what does that 
really mean for U.S. providers?

Medicare already has programs such as the hospital 
value-based purchasing program where a small percent-
age of all hospitals’ inpatient Medicare revenue is pooled 
and then hospitals “win” a portion back based on their 
value index or score from various quality measures and 
the costs per beneficiary to provide the care. There are 
also programs where hospitals will not be paid for com-
plications or conditions, many related to patient safety 
and that are acquired during a hospital stay. There is 

also a companion to this 
program where hospitals 
with the highest numbers 
of these conditions lose 1 
percent of all their Medi-
care dollars. Then there 
are the hospital quality 
measure reporting pro-
grams that began all of 
this, which still impact a 
hospital’s annual Medi-
care payment update. 

While some of these programs currently have the per-
centages at risk in the law, some also have the flexibility 
to both increase the percentages at risk and also increase 
the number and type of measures being reported in each 
program. So, expanding these programs to cover more 
Medicare revenue could be done through the annual 
Medicare rulemaking process. The Proposed FY 2016 
Medicare Rule for the Inpatient Prospective Payment 
System will be released in late April 2015 and it will have 
a 60-day comment period for its proposals. 

Q.  Can similar initiatives be duplicated in other 
countries?

Given the universal nature of the various coding sys-
tems used to report quality measures and conditions, and 
the U.S. system finally implementing ICD-10 in October 
2015, plus the ability to duplicate the cost per beneficiary 
measures, I think it would be quite easy for the various 
European healthcare systems to implement the value-
based purchasing program, hospital acquired conditions, 
and re-admission programs in their payment structures. 

Q.  Where does the use of ultrasound fit into 
these value-based payment structures? 

One of the main patient safety measures across the 
value-based purchasing, hospital quality reporting, and 
the hospitals acquired conditions reduction program 
is a composite measure called PSI-90 Patient Safety 
for Selected Indicators. PSI-90 contains several condi-
tions such as a hospital’s iatrogenic pneumothorax rate 
and its rate of accidental puncture. Here’s where ultra-
sound comes in: using ultrasound to guide a catheter or 
needle procedure, a hospital can bring its rate of com-
plications associated with thoracentesis or paracentesis 
down to zero. Preventing these complications will help 
their score on value-based purchasing and on both of 
the hospital acquired condition programs. It will also 
improve their cost per beneficiary as well.
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Q.  Can you talk more about the specific ways ultra-
sound fits in with those patient safety and qual-
ity reporting programs? 

Regarding central venous access, the use of ultrasound has 
been found to reduce the number of placement attempts by 
54% versus the landmark method {1]. Use of ultrasound has 
also been found to reduce the rate of pneumothorax to zero [2]. 
With the charge for a complication of a pneumothorax at an 
excess of $17,312 and an additional 4.38 days in the hospital [3], 
ultrasound guided placements are responsible practice. [Fiure 1]

Another prominent quality measure in all of these value-
based programs is the rate of blood stream infections in 
a hospital. Ultrasound guidance of catheterization of the 
internal jugular vein reduces the rate of catheter-related 
blood stream infections by more than one-third (35%) [1]. 
The Centers for Disease Control and Prevention estimate 
that the marginal costs to the healthcare system of a single 
catheter-related blood stream infection is $25,000; attribut-
able mortality is estimated at 12% [2]. 

There really is no reason to put anything in the body – 
catheters, taps, needles, etc. – blind when ultrasound can 
be used to visualize the anatomy and guide the placement 
of the item. Adding this guidance helps avoid dangerous 
complications that could cost the hospital money, regardless 
of what country that hospital is in, and that could poten-
tially cost patients more co-pay or cost-sharing because 
the complication increased their stay and the overall cost 
of their care. 

Q.  What about these larger, structural reforms for 
increased value such as Accountable Care Orga-
nizations and Bundled Payments; how do they 
impact imaging? 

 With both of these types of alternative payment models, the 
“value” comes from moving the risk for the amount and cost of 
the case over to the provider and in some respects the patient. 

For Accountable Care Organizations to be successful, they have 
to be able to manage the cost of care for a beneficiary against 
a benchmark for the care that was provided to a similar type 
of patient in a previous year. To be rewarded or share in some 
type of saving, the providers have to become aware of the costs 
and then how to manage the costs out of the system. Bundled 
payments are similar. The provider has to understand the cost 
of the various options for care that will ensure that the patient 
gets high quality care, and then make a choice with the patient 
that fits the amount of money available. The appropriate use of 
imaging, ordering the right scan at the right time for the right 
condition, will help to manage the overall costs per case. 

Q.  Can you give a specific example of this type of 
decision-making?

A case in point is the diagnosis of shoulder pain in the Medi-
care population. Currently, only about 4 percent of these cases 
are diagnosed using ultrasound versus MRI, yet the scientific 
literature and the American College of Radiology’s appropri-
ate use criteria both support the routine use of ultrasound to 
diagnosis this condition. In their November 2012 review of the 
Medicare claims data, KNG Health Consulting, LLC found that 
ultrasound was an underutilized diagnostic tool in extremity 
imaging. The study reported that increasing the use of ultra-
sound in the Medicare population by just 2 percent while 
decreasing the use of MRI by the same amount would have 
saved the Medicare program $34 million in spending in 2011, 
and patient co-pays would have also been positively impacted.

A pilot program at Greenville Health System under the 
direction of Dr. Mike Kissenberth demonstrates the cost sav-
ings and better clinical pathway:

“The shoulder pathway uses best practice at the point of care to 
initiate an immediate treatment plan and limit specialized care unless 
warranted. When the patient’s history and physical examination suggest 
imaging is needed to confirm a rotator cuff tear, physicians use ultra-
sound at the point of care to provide real time diagnosis for the patient as 
opposed to waiting for an MRI. MRI and ultrasound are clinically equiv-
alent for the diagnosis of rotator cuff tear with significant cost savings 
and convenience to clinicians and patients. Recent reports suggest every 
1 percent conversion of MRIs to ultrasound can equate to $1 million in 
cost savings for the Medicare program and its patients. Not only does this 
clinically integrated pathway decrease costs by using ultrasound, it also 
provides the patient with a clear diagnosis at the point of care. This is in 
contrast to use of an MRI, which would result in a delay in diagnosis and 
return appointments for a clear prognosis and treatment plan.”

Protocols such as this, where ultrasound is used appro-
priately as the “first” diagnostic test, can lead to savings for 
both the patient and the healthcare system. 
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FigUre 1. The use of ultrasound-guided catheterisation has been found to reduce 
the rate of pneumothorax to effectively zero [2]. With charges for a complication of a 
pneumothorax at an excess of $17,312 and an additional 4.38 days in the hospital 
[3], ultrasound guided placements are responsible practice.


