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Taking Stock Of Pay-For-Performance: A Candid
Assessment From The Front Lines

Data from the nation'’s largest P4P program show some positive
changes but no breakthrough improvements in the quality of care.

by Cheryl L. Damberg, Kristiana Raube, Stephanie S. Teleki, and Erin
dela Cruz

ABSTRACT: Pay-for-performance {(P4P) has been widely adopted, but it remains unclear
how providers are responding and whether results are meeting expectations. Physician or-
ganizations involved in the California Integrated Healthcare Association’s (IHA) P4P pro-
gram reported having increased physician-level performance feedback and accountability,
speeded up information technology adoption, and sharpened their organizational focus
and support for improvement in response to P4P; however, after three years of investment,
these changes had not translated into breakthrough quality improvements. Continued mon-
itoring is required to determine whether early investments made by physician organizations
provide a basis for greater improvements in the future. [Heaith Affairs 28, no. 2 (2009):

517-525; 10.1377/hithaff.28.2.517]

AY-FOR-PERFORMANCE is being de-
Pployed at all levels of the U.S. health

system to stimulate improvements in
quality and, more recently, the cost-efficiency
with which care is delivered.! Despite the
widespread adoption of such programs and
national policy recommendations for ex-
panding the use of pay-for-performance
(P4P) across all health care settings, these ef-
forts remain experimental, given limited em-
pirical evidence about whether P4P works
and what mix of strategies work best under
which conditions.?

Economic theory posits that tying payment
to performance will induce providers of care to
change their behavior.! Although payment and
performance increasingly are being linked in

health care, little is known about what behav-
jor changes have occurred as a result of P4P
and whether the changes made by providers
have led to desired improvements. Absent
well-designed research studies on P4P or, in
most cases, any type of formal evaluation, the
challenge for decisionmakers, moving forward,
is how to extract information from existing
P4P experiments to inform better policy mak-
ing and program design. Recent efforts by the
Centers for Medicare and Medicaid Services
(CMS) to implement national value-based
purchasing for physicians and hospitals under-
scores the importance of extracting lessons be-
ing learned from existing P4P programs.’

The views and experiences of those on the
front lines of implementing P4P payment re-
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forms offer a rich source of information to fill
this knowledge void. We interviewed key
stakeholders involved in the California Inte-
grated Healthcare Association’s (IHA') state-
wide P4P program. Since 2003 the IHA has op-
erated the largest P4P experiment in the
United States. The program targets 225 ca-
pitated integrated medical groups and inde-
pendent practice associations (IPAs), which
contract with the seven largest health mainte-
nance organization (HMO) plans in Califor-
nia.* The physician organizations represent ap-
proximately 35,000 physicians who care for
more than 6.2 million patients enrolled in
commercial HMO and point-of-service (POS)
plans. The IHA program is unique because of
the alignment of P4P measures across seven
major payers whose enrollees constitute
roughly 60 percent of the revenue stream for
the physician organizations.5

The physician organizations receive capita-
ted payments from health plans, through ei-
ther shared- or full-risk contracts. IHA-related
P4P bonus payments are made by the plans to
physician organizations as the contracting
unit. Individual physicians within each organi-
zation are paid on a salary, capitated, or fee-
for-service (FFS) basis and may be subject to
performance-based incentives established by
their organization.

Annually, the THA produces performance
scores for the physician organizations, using a
uniform measure set. Many of the clinical mea-
sures mimic Healthcare Effectiveness Data and
Informarion Set (HEDIS) measures, and the
program seeks to align the accountability of
physician organizations on HEDIS measures
with measures for which the health plans are
accountable. Scores are generated from com-
bined health plan administrative data or au-
dited data reported by the physician organiza-
tions. Annual performance-based payments
for clinical quality, patient experience, and in-
formation technology (IT) capabilities have
been made to the physician organizations
since 2004. Between 2004 and 2007, health
plans collectively paid $203 million in IHA-
related incentive payments.

Our study addressed four questions: (1)

Has P4P affected the behavior of physician or-
ganizations and, if so, how? (2) Whar chal-
lenges do physician organizations face in mak-
ing quality improvements? (3) Is P4P helping
the stakeholders meet their specified goals?
(4) What challenges need to be addressed to
sustain stakeholders’ engagement moving for-
ward? We solicited the perspectives of physi-
cian organizations, health plans, and purchas-
ers three years into the P4P experiment, to
allow sufficient time for the physician organi-
zations to engage in the program and make
changes to their systems and processes and for
the program to demonstrate impact.

Study Data And Methods

H Sample and data collection. From the
182 physician organizations that contracted
with the seven HMOs as of the 2006 payout
and had performance scores, we selected a
stratified sample of thirty-five physician orga-
nizations (19.2 percent of the total).” We sam-
pled physician organizations along the dimen-
sions of (1) size, to account for differences in
resources available for systems investments
and quality improvement (QL); (2) geographic
region, to capture variation in market compe-
tition and capitation rates; (3) organizational
model (medical group/IPA), to reflect varying
levels of integration; and (4) performance, to
capture the experiences of “winners” and *los-
ers.”

Our sample also included all seven health
plans and the two leading purchaser represen-
tatives involved in the program (one of which
represents fifty major purchasers of care). We
conducted semistructured one-hour tele-
phone interviews berween January and July
2007 with the chief executive officer (CEO) or
medical director of each selected physician or-
ganization, the P4P medical director from each
health plan, and the purchaser representatives.

W Survey content. The interview proto-
cols were developed in consultation with P4P
experts and the [HA P4P Steering Committee,
and included closed-ended 1-5 Likert rating
scales, categorical response items, and open-
ended response items. Physician organizations
were asked about the following topics: organi-
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zational culture for quality and support for QI;
ability to monitor quality performance at the
physician organization and physician levels;
incentive payments and presence or absence of
a return on investment (ROI); level of engage-
ment and commitment to the [HA P4P pro-
gram; actions taken in response to P4P; ob-
served unintended consequences of the
program; the value of public reporting of per-
formance results; challenges faced in driving
improvements within their organizations; and
recommendations for future program modifi-
cations. Health plan and purchaser leaders
were asked about the following topics: level of
engagement in P4P; metrics used to gauge pro-
gram success and ratings of performance
against those metrics; strengths and weak-
nesses of the P4P program; percentage of total
capitation the incentive should represent and
how to fund the incentive; and recommenda-
tions for future program modifications.

We computed means and proportions for
the scaled and categorical response items. We
summarized the qualitacive responses by iden-
tifying and organizing the information into
themes that emerged from the interviews, and
we generated counts of the number of respon-
dents reporting a view or having taken a type
of action.

B Respondents. We completed inter-
views with thirty-five unique physician orga-
nizations, seven health plans, and two pur-
chasers. Of the initially selected thirty-five
physician organizations, fourteen did not re-
spond or were ineligible; these were replaced
with similar physician organizations matched
on region, group size, performance, and medi-
cal group/IPA model. Also, in some cases,
groups refused to answer certain questions.
Our final sample (Exhibit 1) included a some-
what greater proportion of organizations that
were larger, were based in Northern Califor-
nia, and performed better as compared to the
general population of physician organizations.

Study Results

B A shift In behavior. Twenty-five of the
physician organizations (N = 31) believed that
P4P has directly affected organizational be-

havior by increasing accountability for quality,
influencing the speed of 1T adoption, improv-
ing data collection for quality management,
and creating greater organizational focus and
support for quality programs and goals.
Twenty organizations also thought that the
[HA P4P program had affected the behavior of
their individual physicians, leading physicians
to implement patient management systems,
collaborate with administration and staff to
strengthen Q! efforts, and perform more inten-
sive outreach to patients.

Exhibit 2 shows the most common actions
physician organizations reported taking in re-
sponse to P4P. The twenty-one physician orga-
nizations (N = 35) that hired additional staff
did so mostly to strengthen IT capabilities and
capture data, observing that a constraint to
doing well in the P4P program was the inabil-
ity to fully caprure data to demonstrate posi-
tive performance. Seventeen organizations in-
vested substantial resources in self-reporting
data to the IHA instead of relying on aggre-
gated plan data. Twenty-three organizations
reported that their investments affected their
2006 performance and payout, particularly in-
vesting in the capacity to give feedback to indi-
vidual physicians and investments made in [T
for self-reporting and data mining,

Twenty-nine of the physician organizations
(N = 35) had either modified or developed
physician-level incentives to align with the
IHA measures to strengthen signals to the in-
dividual providers. Quality incentives were
tied morc heavily to primary care physicians’
(PCPs") performance than to that of special-
ists, and incentives were relatively small, rang-
ing between 1 and 5 percent of an average
PCPs salary (approximately $1,700-$8,500)—
an amount some physician organization lead-
ers asserted “isn't worth the trouble.” Twenty-
one organizations fele that 10 percent or more
of a physician's income needs to be tied to qual-
ity to affect his or her behavior.

B QI efforts hindered by challenges in
monitoring performance. Despite reported
investiments and good organizational support
for addressing quality issues (mean of 4.1, Ex-
hibit 3), the physician organizations fele chal-
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EXHIBIT 1

Descriptive Characteristics Of California Physician Organizations (POs) In Study
Sample, Integrated Healthcare Association (IHA) Pay-For-Performance (P4P)
Program, 2007

POs inthe IHA
P4P program POs Intorviewed
(N = 182) Number (n = 38) Number p valug®
Mean no. of members enrolled 38,703 63,066 0.002
<30,000 (smali) 57.7% 105 31.4% 11 0.005
30,001-100,000 (medium) 35.7 85 54.3 19
>100,000 (large) 6.6 12 143 5
PO model 0.307
Medical group 40.1% 73 48.6% 17
IPA 59.9 109 514 18
Region 0.012
Northern rural 6.6% 12 17.1% 6
Centrzl Valley 104 19 114 4
Bay Area 8.8 16 200 7
Santa Barbara, Ventura, Orange 14.3 26 5.7 2
Los Angeles 374 68 343 12
Riverside, San Bernardino, San Diego  22.5 41 114 4
Perfonrance on PAP measures 0.c07
High performance, most clinical
measures fall in 4th quartile 19.8% 36 40.0% 14
Medium performance, most clinical
measures fatl in 2nd or 3rd quartile 55.5 101 343 12
Low performance, most clinical
measures fall in the 1st quartile 24.7 45 25.7 9

SOURCE: Data collected as part of the IHA PAP program and by the authors as part of the program evaluation.

NOTE: IPA is independent practice association.

*Based on chi-square goodness-of-fit test comparing the sample of 35 POs to the universe of 182 POs participating in the 1HA
program.

lenged in monitoring quality performance, es-  they report aggregated HEDIS or IHA measure
pecially at the physician level (mean of 3.9). results and utilization dara to their physicians.
Most physician organizations indicated that  but only a handful report physician-specific

EXHIBIT 2
Callfornia Physiclan Organizations’ (POs’) Responses To Pay-For-Performance (P4P),
2007

Actlons taken in response to P4P

Developed physician incentives to align with P4P 31
Medified physician incentives to align with P4P
Reported internal data

Hired additional staff Ii%

Reviewed clinical guidelines

Made investments in information technology

Number of POs
SOURCE;: Data collected by the authors during interviews with thirty-five physician group leaders, 2007.

520 Marchi/April 2009



MARKETWATCH

EXHIBIT 3

Perspectives Of California Physician Organizations (POs) In Study Of Integrated
Health Association (IHA) Pay-For-Performance (P4P) Program, 2007

Rating scale (1-5), mean by performance level

Overall  High Medium  Low p value”
Views on P4P desigh elements
importance of the IHA PAP program to the PO
(1 = not important, 5 = very important) 4.0 42 38 4.0 0.636
Importance of public reporting
(1 = little/no importance, 5 = very important) 30 33 29 25 0.427
Increasing the incentive as percent of total capitation
{1 = lower, 3 = about right, 5 = higher) 4.4 4.7 4.4 3.8 0.030
Measurement domaing
(1 = little/no imporntance, 5 = very important)
Clinical measures 4.6 4.7 4.5 4.7 0.583
Patient experience 39 4.1 3.7 38 0.560
Information technotogy capability 4.1 4.4 4.4 33 0.018
Views on quality envircnment and support for quality
Crganizational culture of quality
(1 = weak, 5 = strong) 4.7 4.8 4.6 4.7 0.500
Support organization dedicates to addressing quality issues
(1 = very little/ no support, 5 = strong support) 4.1 4.4 4.2 36 0.081
Success in momitoring POs’ quality performance
(1 = not successful, 5 = very successut) 3.9 4.1 3.7 3.7 0.246

SOURCE: Data collected by the authors during interviews with thirty-five physician group leaders, 2007.
¢Based on the Kruskal-Wallis nonparametric test adjusted for ties.

performance results.

Physician organizations face data and IT
challenges as obstacles to routine monitoring
and feedback for QI and physician-level incen-
tive programs. Large organizations (more than
100,000 enrollees) indicated greater ability to
monitor quality compared with smaller orga-
nizations. Thus far, the IHA program’s incen-
tives for IT capability have been of greater im-
portance to physician organizations that
perform well than to those that perform less
well (Exhibit 3).

I Benefits outweigh adverse conse-
quences. Although no physician organization
was systematically tracking or could quantify
the frequency of occurrence, nine gave exam-
ples of negative consequences associated with
the P4P program, such as dropping noncom-
pliant patients and diverting resources to ac-
tivities with no health benefit. However, more
than two-thirds of the physician organizations
reported that the program had resulted in
more positives than negatives. Several cau-

tioned that as performance incentives consti-
tute a larger fraction of income or as perfor-
mance scores compress at the top end, this
will increase the likelihood for negative conse-
quences such as gaming the dara. ignoring
other aspects of quality, or refusing to treat
complex patients.

B Whole of the program Is stronger
than the sum of its parts. Regardless of per-
formance level, twenty-three physician organi-
zations rated the P4P program as being impor-
tant or very important, regardless of
performance level (mean score 4.0, Exhibit 3).
All but two cited the alignment of measure
sets across participating health plans as very
important and “IHA’s greatest achievement.”

Fifteen physician organizations com-
mented that public reporting creates a positive
competitive incentive among physician organi-
zations and focuses management’s attention.
Yet they rated its importance 2.7 on a scale of |
to 5, citing that consumers are not using the
informarcion.
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Roughly half of the organizations reported
a positive ROI, meaning that the amount the
physician group received in IHA P4P bonus
dollars was greater than what they had spent
to comply with the program. Six organizations
opined that the bonus amount “was barely
enough to cover investments the group had to
make to measure and manage the processes.”

Physician organizations expressed concern
about the weak incentive signal. Bonuses paid
in 2006 represented a small portion of the or-
ganizations’ total payments, equaling on aver-
age 2 percent or less of total capitation. The or-
ganizations obscrved that the broader sct of
health plan financial incentives place greater
emphasis on urilization metrics, leading these
organizations to “chase the utilization dollars
rather than the quality dollars.” The organiza-
tions indicated that they could obtain a far
greater financial upside associated with more
complete coding of risk factors in the context
of risk-adjusted Medicare capiration rates.

There was widespread support (twenty-
eight organizations) for increasing incentives
at the organization level to 5-10 percent of
capitation payments, which would increase
physicians’ attention and provide a positive
ROI to the organization by defraying setup
and compliance costs. Support for increasing
the incentive amount was more concentrated
among better-performing physician organiza-
tions than among the others.

M Continued engagement, despite mod-
est gains. Although physician organizations
had responded to P4P, these changes had not
translated into success based on health plans’
and purchasers' self-defined metrics. All seven
health plans indicated that the P4P program
had not achieved the stated goal of break-
through quality improvements. Plans rated the
success of the program as 2.5onascaleof 1 to 5
(1 = not successful, 5 = very successful), with
one plan commenting, “P4P is an appendage,
not a new way of doing business or managing
care.” Several plans questioned whether ob-
served improvements were attributable to
better data capture versus actual changes in
quality, a suspicion echoed by some physician
organizations.®

Plans indicated that success would trans-
late into improvements in the care of their
members relative to nadonal HEDIS bench-
marks. Because of alignment with P4P clinical
measures, plans anticipated improvements in
plan-level HEDIS scores. However, California
plans’ HEDIS scores continue to lag behind
national HEDIS ninetieth-percentile bench-
marks, and P4P has not helped close this gap.
Although it was not an explicit goal of the pro-
gram in its first chree years, health plans were
unanimous that another success marker—net
savings accrued—was not met, because there
has been “no evidence of any savings or moder-
ation in cost trends to justify increased invest-
ment in the program.” Purchasers provided
comparable success ratings (nean score 2.5)
and echoed health plans’ sentiments, flagging
as weaknesses the lack of efficiency measures,
the small incentive pool, and che limited num-
ber of clinical effectiveness measures. Al-
though shortcomings were noted, purchasers
and plans acknowledged multistakeholder
collaboration, a push toward QI and IT invest-
ments, and greater focus on accountability and
transparency as program strengths.

M Changes reguired moving forward.
Engagement in the [HA P4P program remains
high, yet all stakeholders felt that modifica-
tions were required to make the program more
effective in closing the quality gap. Health plan
and purchaser leaders suggested (1) wichhold-
ing a portion of any growth in capitation rates
at risk for performance to fund a larger incen-
tive pool and create increased commitment for
physician organizations; (2) changing the im-
balance of large groups relative to smaller
groups with lower performance in influencing
program design; and (3) shifting away from
the current relative-performance payment
structures, which creates disparities in pay-
outs and leaves physician organizarions that
make the greatest changes or need QI re-
sources the most with little or no rewards.
Although the lowest-performing physician or-
ganizations made some of the largest year-to-
year gains, health plans emphasized that P4P
had not enabled the lowest performers to close
the quality gap and recommended reallocating
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resources to achieve a more sizable payoff
among low performers, such as directing a
portion of incentive funds to targeted QI inter-
ventions or incorporating year-to-year im-
provement in a more substantial way into the
compensation formula.”® The issues identified
by the IHA stakeholders are consistent with
findings from other studies regarding the im-
plications of various P4P design elements.”
Exhibit 4 reveals sharp differences in stake-
holders’ views about future priorities. Physi-
cian organizations and purchasers gave strong
support for increasing the incentive amount,
but plans rated this as a low priority because
of the marginal results attained thus far and
questions about what other types of invest-
ments might yield larger improvements.
Health plans and purchasers are proposing to
expand the measures to assess care more com-
prehensively, drive improvements more
broadly, avoid “teaching to the test,” and in-
clude cost-efficiency measures to address the
issue of rising health care costs. There is also a
desire to reexamine payment structures to
gain more traction, potentially by reallocating
incentive resources and directing support to-

ward physician organizadons that are lagging,
In contrast, physician organizations did not
support measure expansion, feeling that mov-
ing beyond the range of ten to fifteen measures
would dilute current QI efforts and increase
organizations’ administrative costs.

Discussion

Three years into the experiment, California
physician organizations had made changes in
response to P4P; however, these changes did
not translate into the breakthrough improve-
ments in quality desired by plans and purchas-
ers. The inicial scruccure of the IHA P4P pro-
gram did not result in all groups’ raising their
performance to high levels, and a considerable
gap persists between groups in the bottom
and top quartiles of performance on most mea-
sures.

The inability to close the performance gap
highlights the need to adjust the current P4P
program design to maximize its effectiveness
and to consider additional supporting strate-
gies. A great deal of resources and energy have
been directed at “chasing down the data” to
demonstrate performance and investing in IT
for care management, with only marginal ben-

EXHIBIT 4

Stakeholders’ Ratings Regarding The Integrated Healthcare Association (IHA) Pay-
For-Performance (P4P) Program Priority Areas Moving Forward, 2007

Mean score (1-5)

POs Health plans Purchasers
Priority areas {n=35) {n=7) (n=2)
Increasing incentive amount 4.2 2.0 5.0
Expanding clinical measures set 25 3.9 4.5
Providing technical assistance on how to improve 3.3 3.7 20
Retiring measures that have topped out 2.6 4.2 1.0
Adding specialty care measures 3.2 4.2 35
Setting uniform measures for all health plans 4.6 38 3.0
Allgning IHA measures with national measures 37 38 20
Adding efficiency measures 29 4.7 4.5
Adding in other measures used by plans 25 3.0 2.0
Expanding to include Medicaid 2.1 20 20
Expanding to include Medicare risk 4.3 28 4.5
Expanding to include PPO business 29 2.8 25

SOURCE: Data coilected by the authors during interviews with stakeholder group leaders, 2007.
NOTES: On the 1-3 rating scale, 1 = low priority and 5 = high prianty. PO is physician organization. PPO is preferred provider

organization.
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efits; time will reveal whether organizations’
IT investment will translate into larger im-
provements in care delivery.

M Challenges. A lingering question for the
IHA program sponsors, which also applies to
most current P4P experiments, is whether the
size of the incentive was insufficient to fully
garner the engagement of the physician organi-
zations and their physicians and to stimulate
fundamental changes in the way they provide
care.? Current incentive levels affect the aver-
age physician organization's reimbursement at
the margins. The near-term challenge for P4P
program design is how to create a sufficiently
strong incentive within current payment sys-
tems to achieve a tipping point in behavior
change without creating adverse behavioral
responses. Absent more fundamental payment
reforms that foster wholesale reengineering of
the care delivery process, the toxicity of the ex-
isting payment system may prevent weakly
powered incentives from overcoming the Sisy-
phean task of Ql.

Physician organizations face a number of
challenges that impede their ability to move
forward on quality, including difficulties in en-
gaging and changing the behavior of front-line
physicians (particulatly if an organization
doesntt “own" a substantial fraction of the phy-
sician's practice) and lack of knowledge of
what specific improvement actions physicians
should take. Meanwhile, purchasers and pro-
viders are challenged regarding how to gauge
the opportunity costs of investing in P4P ver-
sus elsewhere, and how to expand perfor-
mance accountabilities given limitations of
current performance measure sets and the
data needed to generate measures. Greater in-
vestment in developing a more robust set of
performance measures is a linchpin for
broader accountability efforts.

H Caveats. The strength of this study is
that ic elicits the experiences of those engaged
in the largest P4P experiment in the United
States and sheds light on cricical issues that
must be addressed if P4P is to prove a uscful
tool in the larger QI toolbox. Because our
study is based on a small, nonrandom sample
of systematically identified physician organi-

zations, their experiences reflect the market
context and structure of the IHA P4P program
and thus might not generalize to other set-
tings. The data also are based on subjective
self-assessments.

M Policy implications. As the CMS posi-
tions itself to engage in paying for performance
through its value-based purchasing initiatives,
and as other early adopters of P4P consider
next steps in their program evolution, this
study's findings reveal important lessons and
challenges that must be considered.”

Paramount is the need to evaluate the im-
pact of programmatic refinements in demon-
strating the value of P4P, as we move into scc-
ond-generation P4P program designs. If the
strength of incentives is increased, will this
lead to better results or adverse consequences?
Does paying for improvement lead to greater
improvements among the lowest performers?
How does the number of measures affect phy-
sician engagement or influence the likelihood
of broader system improvements? Collectively,
do these efforts to strengthen P4P program de-
sign lead to larger performance gains?

The truc potential of P4P has not been fully
addressed by the first round of experiments,
which generally had weak incentives and a
limited number and scope of measures, and fo-
cused on areas that had been previously the
target of measurement and QI interventions.”
Although Premier reported gains of 15.8 per-
cent in the average composite clinical qualicy
score during the first three years of the CMS/
Premier Hospital Quality Incentive Demon-
stration, P4P programs targeting physicians
have seen more modest and sometimes mixed
results on performance.” The authors of these
studies point to an array of design issues that
require more careful consideration to address
initial shortcomings of programs, including
the target of the incentive, the type and mix of
measures, and the structure and size of the in-
centive.

Ancarlicr version of this paper was presented at the
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2005, an increase of 19.36 percentage points.

Starting with measurement year 2006 (payout
year 2007), the IHA recommended that plans in-
clude year-to-year improvement in their payout
formulas; however, for measurement year 2006,
less than 4 percent of the total payout was for im-
provement.

M.B. Rosenthal and R.A. Dudley, “Pay-for-Perfor-
mance: Will the Latest Payment Trend Improve
Care?” Journal of the American Medical Association 297,
no. 7 (2007): 740-744. See Petersen, “Does Pay-
for-Performance Improve the Quality of Health
Care?™; GJ. Young et al, “Effects of Paying Physi-
cians Based on Their Relative Performance for
Quality,” Journal of Generul Internal Medicine 22, no. 6
(2007): 872-876; and S.D. Pearson ct al., “The Im-
pact of Pay-for-Performance on Health Care
Quality in Massachusetts, 2001-2003," Health Af-
fairs 27, no. 4 (2008): 1167-1176.

. M.B. Rosenthal, “Beyond Pay for Performance—

Emerging Models of Provider Payment Reform,”
New England Journal of Medicine 359, no. 12 (2008):
1197-1200; and Young, “Effects of Paying Physi-
cians.”

. See Note 4.
. See Note 11
. Premier, “Patient Lives Saved as Performance

Continues to Improve in CMS, Premier Health-
care Alliance Pay-for-Performance Project,” Press
Release, 17 June 2008, htrp:/Avww.premicrine
com/about/news/june08/p4pProject061708 jsp
(accessed 22 September 2008).
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Choosing The Best Hospital: The Limitations Of
Public Quality Reporting

Despite multiple and often conflicting ratings, public reporting on
hospital quality seems to have gained a permanent foothold.

by Michael B. Rothberg, Elizabeth Morsi, Evan M. Benjamin, Penelope
S. Pekow, and Peter K. Lindenauer

ABSTRACT: The call for accountability in health care quality has fueled the development of
consumer-oriented Web sites that provide hospital ratings. Taking the consumer perspec-
tive, we compared five Web sites to assess the leve! of agreement in their rankings of local
hospitals for four diagnoses. The sites assessed different measures of structure, process,
and outcomes and did not use consistent patient definitions or reporting periods. Conse-
quently, they failed to agree on hospital rankings within any diagnosis, even when using the
same metric (such as mortality). In their current state, rating services appear likely to con-
fuse, rather than inform, consumers. [Health Affairs 27, no. 6 (2008): 1680-1687;

10.1377/hlthaff.27.6.1680]

RIVEN BY A DESIRE TO increase the
Dtransparcncy and accountability of

the U.S. health care system, hospitals
face growing requirements to release perfor-
mance data to the public. For more than a
century, however, public reporting has been
controversial, frequently criticized for being
unreliable and for failing to capture the true
complexity of patients’ condirions.!

Despite these concerns, in the face of rap-
idly rising costs and striking gaps in the qual-
ity of health care, consumers are being asked to
make better-informed health care choices,
with the expectation that market forces will
drive down prices and improve quality. High-
deductible insurance plans and health savings

........................................

accounts (HSAs) are predicated on this idea,
despite a lack of evidence that health care con-
sumers make choices based on performance
data.? Even if consumers do not use the perfor-
mance data, their public release appears to
stimulate quality improvement initiatives by
hospitals, perhaps by appealing to the profes-
sional ethos of clinicians, and out of fear that
poor performance would threaten the reputa-
tion of che organization.?

Over the past decade, a number of hospital
rating services have emerged, offering free
Web sites aimed at health care consumers. The
services report on multiple aspects of health
care quality, including those reflecting struc-
tural aspects of care, processes, and outcomes.

Michael Rothberg (Michael Rothberg@bhs.ory) is an assistant professor of medicine at Tufts University School of
Medicine, Baystate Medical Center, in Springfield, Massachusctts. Elizabeth Morsi is a research assistant in the
medical center, and Evan Benjamin is vice president for quality. Penclope Pchow is director of the Center for
Research and Education in Women's Health at the University of Massachusetts School of Public Health in
Amberst. Peter Lindenauer is an associate professor at the Tufts University School of Medicine.
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For consumers to make good decisions, how-
ever, publicly reported information must be
accessible, interpretable, and consistent.* In
this context, it remains unclear whether con-
sumers can correctly interpret the available
data or whether such dara would lead to con-
sistent health care decisions. Moreover, the
spectrum of performance measurement has
been limited to few discases, so most patients
will not find quality information about their
condition. Information about related condi-
tions might be helpful, but only if performance
in one disease area predicts performance in an-
other. Taking the perspective of a patient seek-
ing to choose the best hospiral, we examined
five reporting services and evaluated their level
of agreement across hospitals for four condi-
aons.

Study Data And Methods

In August 2007 we identified all hospitals
within a thirty-mile radius of Boston, Massa-
chusetts. We focused our analysis on hospitals
competing for consumers who would be will-
ing to travel up to one hour to receive high-
quality care. To create a manageable sample,
we limited our analysis to nonspecialty hospi-
tals with at least 250 beds, because we did not
believe that consumers would travel to receive
care in a community hospital.$

We identified five well-known public re-
porting services: Hospital Compare, Health-
Grades, Leapfrog Group, U.S News and World Re-
port, and Massachusetts Healthcare Quality
and Cost (Mass QC, a state-run service spon-
sored by the state's executive office of health
and human scrvices). First, we compared the
services based on the number of diagnoses or
procedures reported; the use of structure, pro-
cess, and outcome measures; the reporting
time period; the patient population used to de-
rive the ratings; and the method of presenta-
ton.

We then selected four nonemergent condi-
tions to compare across the databases: com-
munity-acquired pneumonia, total hip
replacement, percutaneous coronary interven-
tion (PCI), and coronary artery bypass graft-
ing (CABG). In a separate analysis, we com-

pared adjusted mortality for acute myocardial
infarction, because three of the five services re-
ported this measure. For each condition, we
ranked all hospitals within each database, us-
ing the measures provided by that database.
We evaluated association among pairs of rat-
ers for the same diagnosis via Spearman rank
correlations of hospital scores; Spearman cor-
relations were also used to evaluate the associ-
ation of ratings for pairs of diagnoses within
cach hospital.

Study Results

I Overview of hospital rating services.
The number of conditions reported on by the
rating services ranged from four to thirty-two,
with the mean and median both fourteen (Ex-
hibit 1). Of the three types of quality mea-
sures—structure, process, and outcomes—
most of the rating services focused on only
one, although some reported measures in two
spheres. Only Leapfrog reported measures in
all three. Three of the five rating services re-
ported outcome measures, all of which in-
cluded risk-adjusted mortality. Although we
examined all services on the same date, the
time period on which the rankings were based
varied in both duration and start year. There
was even variation in time periods within the
same rating system: U.S. News and World Report
based its 2007 ratings on mortality data for fis-
cal years 2003-2005 and physician survey data
for calendar years 2005-2007. Four of the ser-
vices used at least some data that were two to
four years old. Three services limited their data
to Medicare or Medicaid patients. Finally,
threce services incorporated reports from other
scrvices; HealthGrades reported some Leap-
frog measures, Mass QC reported Hospital
Compare measures, and Leapfrog linked to
Hospital Compare.

B Hospital rankings. Of cwenty-five gen-
eral hospitals within thirty miles of Boston,
nine had at least 250 beds. For any given diag-
nosis, there was little overall agreement among
the rating services.® For example, the two hos-
pitals ranked first for CABG by at least one
service were also ranked fourth and last by an-
other (Exhibit 2). Conversely, the two hospi-
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EXHIBIT 1
Comparisons Of Five Hospital Quality Rating Services: Summary
No. of
Rating conditions Structure Process Outcomeo Time Patlent
service scored measures measures measures patiod population
MealthGrades 32 Presence of Leaptrog safe- Montality, major 2003~ Medicaio,
newborn ICU practices score complications, volume 2005 Medicare
of vaginal and ¢-
section deliveries,
newborn mortality,
women's health rating
Leapfrog 8 CPOE, ICU Safe-practices PCl, CAEG, and AAA 2007 All patients
staffing score, procedure  mortality {montality:
volumes 2006)
Hospital 4 None Antibiotic use in  AdJusted mortality 2005~ Medicaid,
Compare surgery, 5 2006 Medicare
measures for
pneumonia, 8
measures fcr
heart attack, 4
measures for
heart failure
Mass QC 14 Nore Provided Cost, risk-adjusted FY 2004  All patients
recommended montality, length-of- and FY
care stay, total c-sections 2005
and VBAC utilization
U.S. News 16 Advanced Reputaticn Risk-adjusted 2005- Medicare
services, trauma based on montality, total 2007
center, magnet  physicians volume survey
hospital, surveyed {mortality:
epllepsy center FY 2003-
cenlification, 2005)
FACT
accreditation,
nursing ratio,
patent service
index, NC!
carcer center,
total volume

SOURCE: Results derived by authers from providers’ Web sites.

NOTES: ICU is intensive care unit. CPOE is computerized physician order entry. PCl is percutaneous coronary intervention.
CABG is coronary artery bypass graft. AAA is abdominal aortic aneurysm. VBAC is vaginal birth after caesarean. FACT is
Foundation for the Accreditation of Celtular Therapy. NCI i3 National Cancer institute. Additional information and more detailed
definitions are available In Appendix Exhibit 1, online at http://content.healthattairs.org/cgl/content/full/27/6/1680/0C1.

tals that were ranked last for CABG by at least
one service were ranked first or second by an-
other. Spearman rank correlation among pairs
of services within a diagnosis was lowest for
Mass QC and Leapfrog rating of PCI (r=-0.67,
p=0.14), and best for HealthGrades and Leap-
frog ratings of both PCI and CABG (r=0.97,
p < 0.005). The strong agreement between
Leapfrog and HealthGrades was not seen for
total hip replacement (r =-0.41, p=042).
Within a given rating service, there was lirtle

agreement among the ratings for a single hospital
across pairs of diagnoses, except for Leapfrog
and Hospital Compare. Leapfrog’s mostly struc-
tural measures tended to be the same for each
condition (r = 0.97 to r = LOO, p < 0.001); Hospi-
tal Compare offered a single measure—prcop-
erative antibiotic timing—for all surgical pro-
cedures, so its surgical rankings were perfectly
correlated (r = 1.00, p < 0.0001), but none of
these was correlated with community-
acquired pneumonia (r = 0.14, p = 0.73).
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EXHIBIT 2

Seven Hospltals’ Rankings For Coronary Artery Bypass Grafting (CABG) Based On
Publicly Reported Ratings Using Four Different Hospital Quality Rating Systems

Ranking

8 -5 Hospital Compare Q HealthGrades A Leapfrog X U.S. News
N
< X
6 A
{—
a4 X ®
> O 2 %
2 ® .
[ \5Y e
o ® @
A 8 C E F G I
Hospital

SQURCE: Authars' computations based on providers’ Web sites.

HealthGrades showed a strong mortality correla-
tion between CABG and PCI (r=0.89,p =0.019)
but not between CABG and total hip replace-
ment (r=-0.14,p=0.79). No hospital scored in
either the top or bottom half on all four diag-
noses (Exhibit 3).

W Mortality rates. Two services provided
mortality rates for all of the diagnoses, and
three services provided mortality rates for
AMI (Exhibit 4). Neither the observed mortal-
ity rates nor the observed/predicted rates were

consistent across services. The hospirtal
ranked first by HealthGrades had the second-
highest observed mortality; it ranked seventh
according to Mass QC. Conversely, Health-
Grades' seventh-ranked hospital (the only
hospital statistically worse than average) was
ranked first by Mass QC. This same hospital
was ranked fifth in the nadon by U.S. News and
World Report for cardiology.

EXHIBIT 3

Seven Hospitals’ Rankings For Four Different Conditlons Based On Publicly Reported

Mortality Ratings From HealthGrades

Ranking

8 O CABG <> CAP A PCl 71 THR
N
o o
6 ) oY Te
[** ] ot '
A | O
4 'e) iy | N, A
~ k™ "4 :
Q@ 0] A R
2 - o 3
0 @ 274
A{24,NR, 47) 8 C(13,11,3) E G(4,3,5) H 1
Hospital

SOURCE: Authors’ computations based on providers’ Web sites.
NOTES: Hip replacement rankings are based on compiication ra

tes instead of mortality. Numbers indicated the hospital rank for

respiratory disarders, orthopedics, and heart by US News and World Report. CABG is coronary artery bypass grafting. CAP is

community-acquired pneumonia, PCl is percutanecus coronary i

ntervention, THR is total hip replacement. NR is not ranked,
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EXHIBIT 4
Acute Myocardial Infarction Mortality And Ratings From Three Hospltal Quality
Rating Services
Rating service
Hospital
HealthGrades Mass QC Compare
Hospltal 0bs. Pred. Ranking® Ratlng” Obs, Pred. Ranking Rating Rating
A 6.61 7.16 2 ev 5.45 811 2 b had
B 7.95 7.14 8 ve 6.64 9.54 3 b hdd
[+ 6.53 6.35 3 b 5.87 7.93 4 had *e
) 20.51 18.85 4 i 15.56 14.65 9 e b
E 9.26 781 8 . 10.47 12.06 5 .* b
F ¢ - -a £ 95 8.99 8 - **
G 7.83 6.82 7 d 8.57 9.18 1 b s
H 19.46 22,27 1 hid 17.65 20.25 7 A =
l 7.56 6.79 5 b 6.54 7.53 6 a hhd

SOURCE: Providers’ \WWeb sites.
*Ranking is based on observed/predicted martallty.

®Rating compares the adjusted montality to the mean, Two stars mean not statistically different from average, and one star
means worse than average. Three stars (not pictured) means better than average.

°Not available,
INot applicable.

Discussion

B Lack of consistent agreement. In an
environment of increasing transparency, in
which patients are taking an active role in
choosing health care providers and assuming
more financial responsibility, accurate ratings
of hospitals are essential. In this study of five
leading health care rating services, we found
that these services failed to consistently agree
on either top- or bottom-performing hospitals
in a single metropolitan area. Among the nine
institutions studied, hospitals ranked first or
second by one system were often ranked sev-
enth or eighth by another. These findings can
be explained by variations in the methods used
by the rating systems, which measured differ-
ent processes and outcomes, examined widely
different time periods, and included different
patient populations. Even when two services
simultaneously measured the same outcome
(mortality), agreement among the services
was poor. Most rating systems did not perform
staristical tests, but when they did, all nine
hospitals were indistinguishable. In fact, only
one hospital (out of seventy-one) in the state

had cardiac mortality that was statistically
better than the mean.

B Previous studies of rating services.
Studies of rating services have generally been
limited to two-way comparisons and have in-
cluded hospitals nationwide. U.S. News and
World Report's “Best Hospitals™ has been com-
pared to Hospital Compare, the Cooperative
Cardiovascular Project, and risk-standardized
mortality rates” “Best Hospitals™ as a group
usually performed better on both process mea-
sures and mortality, although some individual
“Best Hospitals” performed poorly, so a “Best
Hospital" rating does not ensure quality. Qur
sample included several “Best Hospitals,” none
of which performed consistently well. Com-
paring HealthGrades to the Cooperative Car-
diovascular Project produced similar conclu-
sions.® The process measures from Hospital
Compare are inversely related, albeit weakly,
to standardized mortality rates® We found
that not only were mortality rankings poorly
correlated with process measures, but they
were poorly correlated with other rating ser-
vices’ mortality rankings.

B Study limitations. Our study has a
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number of limitations. First, data were col-
lected from large hospitals located in a single
metropolitan area with a high concentration
of hospitals. Most health care consumers do
not have as much choice, although today pa-
tients are encouraged to move beyond cradi-
tional geographic boundaries in search of
better care. In this context, ratings are even
more essential. Second, our data are limited to
a single point in time, while health care rating
systems are in rapid continuous evolution.
However, our data are repre-

necessary to interpret the data, but the ser-
vices offer no guidance as to the relative bene-
fiv of specific measures. For example, when
considering pneumonia, is it more important
to receive antibiotics within four hours or to
receive the correct antibiotic? In cardiac sur-
gery, is it more important to choose a high-
volume hospital or one that has an electronic
health record and a high safe-practices score?
Second, even secmingly straightforward mea-
sures such as mortality rates vary by rating
service, because there is no

. |

sanativc of the inf_or.matio.r.l “Even the best public standardized risk-adjustment
available to the public in 2007 methodology."

Third, we used unweighted reports do not seem H Recommendations.
rankings instead of absolute to affectmarket | Despite these limitations,
scores. Adding weights might share or consumers’ public reporting seems to
produce different rankings, choices.” have gained a permanent
but the rating services them- foothold; it stimulates quality

selves did not identify any

measure as more important than another, nor
does the current science support using any
particular measure over another. Finally, we
did not account for the magnitude of differ-
ences between hospitals, and we do not know
whether patients would take this into ac-
count. For this reason, we also examined mor-
tality measures for which there was statistical
testing and found that the systems generally
could not discriminate among hospitals, dem-
onstrating the limitadons of such measures.

W Barriers patients face. Public report-
ing has the potential to be a powerful agent for
quality improvement. Patients maintain that
they would use mortality data in making deci-
sions; yet despite the wide availability of mor-
tality reports, few patients actually use them,
and even the best public reports do not seem
to affect market share or consumers’ choices.!
This may change as consumers become more
aware of the rating services and as high-
deductible plans drive patients to seek care be-
yond their local hospital. Nevertheless, the ex-
istence of multiple and often conflicting
reports can only further complicate the rela-
tionship between public reporting and con-
sumer choice.

We identified several additional barriers
paticnts face. First, to rank the hospirals, it is

improvement activities, al-
though its effects on outcomes are mixed.?
Unfortunately, proliferation of conflicting
hospital rating services may dilute the impact
of low scores, because poor performers on one
service’s measures can still claim to be rated as
top petformers by another.”

How, then, might hospitals and reporting
sites join forces to offer information that is
useful, accurate, and consistent? First, instead
of passively accepting reporting mandates,
hospitals must embrace public reporting and
help design measures that can be efficiently
collected and that represent the rrue quality of
care offered. The Hospital Quality Alliance
(HQA) represents a step in this direction, but
its early measures focus on processes that, al-
though laudable, are not of particular interest
to patients and have relatively weak links to
outcomes.* The National Surgical Quality Im-
provement Program (NSQIP) is another exam-
ple of hospitals' taking the initiative to mea-
sure and share outcome data for the purposes
of improving quality.”® Although these mea-
sures are not currently available to the public,
in the future they could be.

Paticnts, however, may want different in-
formation. Qualitative studies suggest that pa-
tients want to know about other patients’ ex-
periences and that they are willing to choose
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physicians based on that information.®® Pa-
tients also care about patient satisfaction, be-
ing cared for, and having their physical and in-
formational needs met.”” Some of these
concerns are addressed though the Hospital
Consumer Assessment of Healthcare Provid-
ers and Systems (HCAHPS) survey, which was
recently added to Hospital Compare. Alterna-
tively, rapidly growing social networking Web
sites may eclipse traditional public reporting
for both physician and hospital rating.** More
research is needed, on both what patients
want and what they can understand. In the fu-
ture, reporting mandates should incorporate
new quality assessments that arc meaningful
to patients; these should focus on both dis-
ease-specific measures (for example, func-
tional status following stroke) and hospital-
specific measures (for example, rates of hospi-
tal-acquired infections). Such efforts would
benefit from the participation of providers and
consumer advocacy groups.

Finally, rating services must solve the prob-
lems of risk adjustment and random variation.
Standardizing risk-adjustment methodology
and reporting periods would aid in transpar-
ency and level the playing field for providers:
also, allowing consumers to compare two hos-
pitals directly might reveal statistical differ-
ences that are obscured when comparing each
hospital to the national or state mean.

UR sTuDY demonstrates that some-
Otimcs more is less. Providing more

measures may actually obscure com-
parisons, because consumers may be over-
whelmed by confusing and conflicting infor-
mation. If public reporting is to succeed in
improving health care, hospitals should join
with raters to provide stakeholders with data
that are consistent and easily interpretable.
As a first step, many of the rating services
now include other services' data on their Web
sites, providing a range of measures of struc-
ture, process, and outcomes. Still missing is
the means to prioritize and synthesize these
measures. Until this is achieved, public re-
porting may remain of limited value to those
whom it was designed to help.

Michael Rothbery is the recipient of a Doris Duke
Clinical Scientist Development Award.
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