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The hospital readmission reduction program and social risk

Value-based purchasing programs seek to incentivize clinical quality 
improvement by linking providers’ performance on key quality mea-
sures to financial penalties and rewards. Despite mixed evidence on 
their effectiveness at improving quality, value-based purchasing pro-
grams have grown tremendously over the past several years, both in 
terms of the scope of performance measures used and the size of 
financial rewards or penalties tied to performance. In large part, it 
is the face validity of paying for quality that continues to drive the 
adoption of these programs in the United States.

While the goal of value-based purchasing programs is to spur 
quality improvement across all providers, a growing body of ev-
idence suggests that these programs have resulted in dispropor-
tionate financial penalties for providers that care for vulnerable 
and low-income populations. Hospitals remain a common target for 
value-based purchasing programs, and concerns have centered on 
the impact of these programs on safety-net hospitals. At baseline, 
compared to nonsafety-net hospitals, safety-net hospitals perform 
less well on a variety of performance measures: they have mean-
ingfully lower levels of adherence to certain process-of-care mea-
sures1 and poorer scores on patient experience measures.2 Then, 
when value-based purchasing imposes financial penalties on poorly 
performing providers, safety-net hospitals are more likely to be a 
target of those penalties. This has been well documented under 
Medicare's Hospital Readmissions Reduction Program (HRRP)3—a 
value-based purchasing program that seeks to reduce high readmis-
sion rates. Safety-net hospitals are both more likely to be penalized 
for higher-than-expected readmission rates and face larger finan-
cial consequences than other hospitals when they are penalized.4,5

The consequences of these penalties are real and far-reaching. 
For safety-net hospitals, penalizing or withholding payments may 
cause further harm to their already thin financial margins.6 This may 
make it even more difficult to invest in the quality improvement ef-
forts needed to avoid penalties or reap rewards in the first place. In 
this way, penalties could negatively impact hospital quality, increase 
the likelihood of future penalties, and create a cycle of poverty for 
safety-net hospitals. Value-based purchasing programs may inad-
vertently consign patients to the hospitals with poorest outcomes 
and little chance of improvement. Further, it may create incentives 
for hospitals to cherry-pick patients with better social and economic 
circumstances, thus reducing access to care for the most vulnera-
ble populations. For these reasons, finding strategies to support 
safety-net hospitals while holding them to high quality standards has 
emerged as a critical policy priority.

It is unsurprising that safety-net hospitals fare poorly when ex-
posed to value-based purchasing programs given myriad challenges 
faced by both the hospitals themselves and the communities they 
serve. The poorer performance and resultant penalties faced by 
safety-net hospitals can be partially attributed to the socioeconomic 
circumstances faced by their patient populations. These hospitals 
serve large portions of the uninsured and racial/ethnic minority pop-
ulations in the United States, and tend to care for sicker patients 
who suffer from a greater number of comorbidities.7,8 Poor and un-
insured adults are more likely to have less than a high school ed-
ucation, be unemployed, and live in poverty—all of which are risk 
factors for worse health outcomes.9,10 Patient socioeconomic status 
also directly influences other factors that determine whether a pa-
tient can successfully remain at home following hospitalization—the 
social determinants of health including degree of health literacy, 
availability of informal caregivers, and the social capital needed to 
maintain health and recover from acute health events can all affect 
a patient's risk for hospital readmission. One approach to improv-
ing the health of underserved patients is to direct resources toward 
community-based spending. Indeed, the Affordable Care Act has 
placed renewed emphasis on efforts to ensure that tax-exempt hos-
pitals invest in their communities,11 which may reduce rates of pre-
ventable hospitalizations and readmissions.12

While directly addressing the social determinants of health could 
result in long-lasting and important gains in the health of vulnera-
ble populations, a more immediate fix would address the challenges 
faced by safety-net hospitals in a financial incentive system that 
seems stacked against them. One such challenge is that patients of 
low socioeconomic status have worse outcomes on standard quality 
metrics independent of clinical risk, resulting in worse performance 
at safety-net hospitals.3,13 This suggests that a solution might lay in 
better risk adjustment of these metrics.

A feasible approach is to incorporate social risk adjustment into 
value-based purchasing programs, however doing so is controver-
sial. While advocates of incorporating social risk argue that risk  
adjustment would level the playing field between safety-net and 
nonsafety-net hospitals, critics argue that accounting for social risk 
accepts substandard quality at safety-net hospitals, thus blunting 
the incentive for improvement and tacitly endorsing disparities in 
quality of care for vulnerable populations. Despite this controversy, 
recent reports from both the National Quality Forum14 and the 
National Academies of Sciences, Engineering, and Medicine15 have 
endorsed frameworks for including social factors in risk adjustment. 
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To date, penalties in the HRRP program have not done so, though 
this is set to change in 2019 under the 21st Century Cures Act.

In their study in this issue of Health Services Research, Joynt 
Maddox and colleagues make a major contribution to this debate and 
provide a roadmap for how future risk adjustment in value-based 
purchasing policies may affect safety-net hospitals. The authors in-
corporate key dimensions of social risk into HRRP models and com-
pare differences in risk of readmission between safety-net hospitals 
and nonsafety-net hospitals after accounting for these factors. They 
also estimate the expected difference in financial penalties between 
HRRP models that account for social risk and those that do not. 
Joynt Maddox and colleagues confirm that safety-net hospitals do, 
indeed, have higher readmission rates for the specific conditions in-
cented under HRRP—acute myocardial infarction, congestive heart 
failure, and pneumonia. They show that these differences are greatly 
attenuated after accounting for social risk. Moreover, nearly half 
of safety-net hospitals would see their associated penalty decline, 
translating into millions of dollars in penalties spared for these gen-
erally financially strapped institutions.

The study by Joynt Maddox and colleagues is novel for its 
inclusion of multiple dimensions of social risk, including housing 
instability, disability, and a range of neighborhood characteristics 
captured by the well-validated Area Deprivation Index.16 Given 
that social risk is often the result of a complex interplay between 
different societal structures, the incorporation of both individual 
and community-level variables is particularly important. For exam-
ple, earlier work found no differences in readmission rates after 
adjusting for social risk.17 However, that study included only one 
dimension of social risk (income). Another important contribution 
is that all of the social risk variables used by Joynt Maddox and 
colleagues were obtained from—or easily linked to—existing claims 
data. In this way, the authors demonstrate that meaningful and ef-
fective policy change need not wait for better data, as sufficient 
information to implement and test risk-adjusted incentive models 
may already exist.

The findings of the study conducted by Joynt Maddox suggest 
including socioeconomic variables in designing HRRP incentives may 
bolster the mission of safety-net hospitals to serve vulnerable pa-
tients, and ultimately support their ability to improve quality across 
the board. They align with emerging research suggesting that cur-
rent HRRP incentives may harm the capacity of safety-net hospitals 
to do so. For example, recent evidence has shown that racial dispari-
ties at safety-net hospitals for nonreported conditions have widened 
under HRRP.18 Joynt Maddox and colleagues’ findings also under-
score the real consequences safety-net hospitals face as a result of 
treating socially vulnerable patients and are consistent with other 
recent analyses that attempt to account for social risk in readmission 
models using other social determinants of health.19

To date, there is conflicting evidence about the extent to which 
HRRP reduces readmission rates20 and recent concerns that it may 
harm care in other unintended ways,21 though the final verdict is far 
from certain.22 Nonetheless, the role of value-based purchasing poli-
cies in health care policy seems likely to continue to grow, as alternative 

payment models are increasingly adopted and health care institutions 
are mandated to have more skin in the game. Consequently, the mag-
nitude of the financial incentives will, too, continue to grow. There 
are many unanswered questions about the best way to mitigate un-
intended effects from these policies, including the most appropriate 
performance measures to use, how best to tie them to incentives (eg, 
by achieving preset benchmarks vs improving performance) and how 
these decisions impact vulnerable patients and equity in the care they 
receive. However, Joynt Maddox and colleagues provide important 
new evidence that incorporating social risk into risk-adjustment mod-
els may help by sparing hospitals serving the most vulnerable patients 
dire financial straits and perhaps even allowing them to flourish in 
meeting their underlying mission.

ACKNOWLEDG MENTS

Joint Acknowledgment/Disclosure Statement: Rachel Werner is sup-
ported in part by K24-AG047908 from the National Institute of 
Aging.

FUNDING INFORMATION

National Institute on Aging, Grant/Award Number: K24-AG047908.

ORCID

Rachel M. Werner   https://orcid.org/0000-0003-3435-4221 

Paula Chatterjee MD, MPH1,2

Rachel M. Werner MD, PhD1,2,3

1Department of General Internal Medicine, Perelman School of 
Medicine, University of Pennsylvania, Philadelphia, Pennsylvania

2Leonard Davis Institute for Health Economics, University of 
Pennsylvania, Philadelphia, Pennsylvania

3Corporal Michael J. Crescenz VA Medical Center,  
Philadelphia, Pennsylvania

Correspondence
Paula Chatterjee, MD, MPH, Department of General Internal Medicine, 

Perelman School of Medicine, University of Pennsylvania,  
Philadelphia, PA.

Email: pchat@pennmedicine.upenn.edu

R E FE R E N C E S

	 1.	 Werner RM, Goldman LE, Dudley RA. Comparison of change in 
quality of care between safety-net and non-safety-net hospitals. 
JAMA. 2008;299(18):2180‐2187.

	 2.	 Chatterjee P, Joynt KE, Orav EJ, Jha AK. Patient experience in 
safety-net hospitals: implications for improving care and value-
based purchasing. Arch Intern Med. 2012;172(16):1204‐1210.

	 3.	 Joynt KE, Jha AK. Characteristics of hospitals receiving penal-
ties under the Hospital Readmissions Reduction Program. JAMA. 
2013;309(4):342‐343.

	 4.	 Gilman M, Adams EK, Hockenberry JM, Milstein AS, Wilson IB, 
Becker ER. Safety-net hospitals more likely than other hospitals to 

https://orcid.org/0000-0003-3435-4221
https://orcid.org/0000-0003-3435-4221
https://orcid.org/0000-0003-3435-4221
mailto:pchat@pennmedicine.upenn.edu


326  |    
Health Services Research

DEBATE-COMMENTARY

fare poorly under Medicare's value-based purchasing. Health Aff. 
2015;34(3):398‐405.

	 5.	 Gilman M, Hockenberry JM, Adams EK, Milstein AS, Wilson IB, 
Becker ER. The financial effect of value-based purchasing and 
the Hospital Readmissions Reduction Program on safety-net 
hospitals in 2014: a cohort study. Ann Intern Med. 2015;163(6): 
427‐436.

	 6.	 American Hospital Association. Trendwatch Chartbook 2016: Trends 
Affecting Hospitals and Health Systems. Washington, DC: American 
Hospital Association; 2016.

	 7.	 Ayanian JZ, Weissman JS, Schneider EC, Ginsburg JA, Zaslavsky 
AM. Unmet health needs of uninsured adults in the United States. 
JAMA. 2000;284(16):2061‐2069.

	 8.	 Ross JS, Cha SS, Epstein AJ, et al. Quality of care for acute myo-
cardial infarction at urban safety-net hospitals. Health Aff. 
2007;26(1):238‐248.

	 9.	 US Census Bureau. American Community Survey 1-year estimates; 
2015. https://factfinder.census.gov/faces/tableservices/jsf/pages/
productview.xhtml?pid=ACS_15_1YR_S2701&prodType=table. 
Accessed November 14, 2018.

	10.	 Chetty R, Stepner M, Abraham S, et  al. The association between 
income and life expectancy in the united states, 2001-2014. JAMA. 
2016;315(16):1750‐1766.

	11.	 Young GJ, Chou C-H, Alexander J, Lee S-YD, Raver E. Provision of 
community benefits by tax-exempt U.S. Hospitals. N Engl J Med. 
2013;368(16):1519‐1527.

	12.	 Singh SR, Young GJ, Lee S-YD, Song PH, Alexander JA. Analysis of 
hospital community benefit expenditures’ alignment with commu-
nity health needs: evidence from a National Investigation of tax-
exempt hospitals. Am J Public Health. 2015;105(5):914‐921.

	13.	 Hoehn RS, Wima K, Vestal MA, et  al. Effect of hospital safety-
net burden on cost and outcomes after surgery. JAMA Surg. 
2016;151(2):120‐128.

	14.	 Fiscella K, Burstin HR, Nerenz DR. Quality measures and so-
ciodemographic risk factors: to adjust or not to adjust. JAMA. 
2014;312(24):2615‐2616.

	15.	 Buntin MB, Ayanian JZ. Social risk factors and equity in Medicare 
payment. N Engl J Med. 2017;376(6):507‐510.

	16.	 Kind AJH, Buckingham WR. Making neighborhood-disadvantage 
metrics accessible - The neighborhood atlas. N Engl J Med. 
2018;378(26):2456‐2458.

	17.	 Bernheim SM, Parzynski CS, Horwitz L, et  al. Accounting for pa-
tients’ socioeconomic status does not change hospital readmission 
rates. Health Aff. 2016;35(8):1461‐1470.

	18.	 Chaiyachati KH, Qi M, Werner RM. Changes to racial dispari-
ties in readmission rates after medicare's Hospital Readmissions 
Reduction Program within safety-net and non–safety-net hospitals. 
JAMA Network Open. 2018;1(7):e184154.

	19.	 Roberts ET, Zaslavsky AM, Barnett ML, Landon BE, Ding L, 
McWilliams JM. Assessment of the effect of adjustment for patient 
characteristics on hospital readmission rates: implications for pay 
for performance. JAMA Intern Med. 2018;178(11):1498‐1507.

	20.	 Ody C, Msall L, Dafny LS, Grabowski DC, Culter DM. Decreases 
in readmissions credited to medicare's program to reduce hos-
pital readmissions have been overstated. Health Aff. 2019;38(1): 
36‐43.

	21.	 Wadhera RK, Joynt Maddox KE, Wasfy JH, Haneuse S, Shen C, Yeh 
RW. Association of the Hospital Readmissions Reduction Program 
with mortality among medicare beneficiaries hospitalized for 
heart failure, acute myocardial infarction, and pneumonia. JAMA. 
2018;320(24):2542‐2552.

	22.	 Gupta A. Impacts of performance pay for hospitals: the readmis-
sions reduction program. Becker Friedman Institute for Research in 
Economics Working Paper No 2017-07; 2017.

SUPPORTING INFORMATION

Additional supporting information may be found online in the 
Supporting Information section at the end of the article. 

https://factfinder.census.gov/faces/tableservices/jsf/pages/productview.xhtml?pid=ACS_15_1YR_S2701&prodType=table
https://factfinder.census.gov/faces/tableservices/jsf/pages/productview.xhtml?pid=ACS_15_1YR_S2701&prodType=table


Copyright of Health Services Research is the property of Wiley-Blackwell and its content
may not be copied or emailed to multiple sites or posted to a listserv without the copyright
holder's express written permission. However, users may print, download, or email articles for
individual use.


