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Introduction

The Centers for Medicare & Medicaid Services 

(CMS) plays a pivotal role in shaping the 

landscape of healthcare delivery across the 

United States. However, the current 

reimbursement model—a system that rewards 

volume over value—falls short of aligning with the 

principles of modern, efficient, and high-quality 

care. By prioritizing quantity rather than quality, 

the existing framework perpetuates inefficiencies, 

fails to incentivize innovation, and ultimately 

limits the potential for improved resident 

outcomes in skilled nursing facilities (SNFs). This 

paper advocates for a transformative shift to an 

outcomes-based reimbursement model that ties 

payments directly to measurable quality 

benchmarks, fostering a healthcare ecosystem 

centered on performance and resident well-being.

The Issue:  
Inefficiencies of a Volume-Based System

Under the current volume-based reimbursement model, 
SNFs are compensated primarily for the number of 
residents served and the quantity of services provided. 
This approach, while straightforward, creates several 
challenges:

Incentivizing Mediocrity:  
Facilities are rewarded irrespective of the quality of 
care delivered, reducing motivation to innovate or 
improve processes.

Cost Inefficiencies:  
Payment structures encourage unnecessary services 
and fail to address the root causes of poor health 
outcomes.

Missed Opportunities for Innovation:  
The absence of outcome-based incentives discourages 
investments in technologies, training, and systems that 
could elevate care quality and reduce long-term costs.

In an era where healthcare demands are rapidly evolving, a 
volume-based model is no longer fit for purpose. The time 
has come for CMS to prioritize meaningful change.
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Proposed Reform:  
Outcomes-Based Incentives

The shift to outcomes-based 
reimbursement aligns with broader 
trends in healthcare reform and offers a 
range of benefits for stakeholders.

1 Alignment with Modern Care Standards

Outcomes-based reimbursement encourages 
facilities to adopt innovative solutions—such as 
telemedicine, predictive analytics, and evidence-
based care protocols—to achieve better results for 
residents.

2 ​Fiscal Responsibility

Redirecting funds from inefficient providers to high-
performing facilities ensures that federal dollars are 
spent responsibly. By rewarding quality over 
quantity, CMS can significantly reduce waste and 
incentivize facilities to address systemic 
inefficiencies.

3 Systemic Improvement

Facilities will compete to achieve higher quality 
ratings, driving industry-wide improvements. This 
competition fosters a culture of excellence, 
ensuring residents receive better care while 
elevating the overall standard of the skilled nursing 
sector.

Key Benefits

An outcomes-based reimbursement model offers a triple-
win for residents, providers, and CMS:

For Residents: 


Residents experience more personalized and 
consistent care as facilities focus on achieving 
tangible improvements in health and satisfaction.

For CMS: 


Federal expenditures become more streamlined, 
with funds allocated to facilities that demonstrate 
value and efficiency.

​For Providers: 


Providers are incentivized to make long-term 
investments in quality initiatives, such as staff 
training, advanced care technologies, and 
innovative programming. These investments 
improve their reputation, attract higher census, and 
enhance financial sustainability.
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Implementation Considerations

1 Establishing Metrics: 

Collaborate with industry experts, clinicians, and 
residents to define measurable benchmarks that 
reflect meaningful outcomes.

2 Phased Rollout: 

Introduce the program incrementally to allow 
facilities to adapt and to gather data for refining 
benchmarks.

3 Transparency and Support: 

Equip facilities with resources and training to meet 
the new requirements, and maintain transparency in 
how outcomes are evaluated and rewarded.

4 Stakeholder Engagement: 

Involve residents, families, and advocacy groups to 
ensure the model reflects the needs and priorities of 
the community.

Call to Action

Redesigning CMS reimbursement to prioritize 

outcomes and performance is a critical step 

toward a more efficient, effective, and equitable 

healthcare system. By aligning incentives with 

quality care, we can foster innovation, drive 

industry-wide improvements, and ensure that 

residents receive the high-quality care they 

deserve. The proposed outcomes-based model 

not only addresses inefficiencies in the current 

system but also paves the way for a future 

where SNFs thrive by delivering measurable 

value.

agingservicesinstitute.org 3


