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Pay for Performance
Stirs Ethical Concerns

B Y  M A RY  E L L E N  S C H N E I D E R

Ne w York Bureau

S A N D I E G O —  Pay-for-performance
programs must be carefully designed to
avoid putting some of the most vulnera-
ble patient populations at risk, officials
with the American College of Physicians
warned at the organization’s annual
meeting.

Although pay for performance has the
potential to improve medical care, it could
also endanger the physician-patient rela-
tionship, the financial stability of the
health care system, and the elderly and the
chronically ill, said Dr. Frederick E. Tur-
ton, chair of ACP’s Ethics, Professionalism
and Human Rights Committee.

To this end, ACP is preparing to publish
a position paper on the issue of ethics in
pay for performance. The paper, “Ethics
Manifesto: Pay for Performance Princi-
ples that Ensure the Promotion of Patient
Centered Care,” focuses on what pay-for-
performance programs should accom-
plish, what physicians should do if partic-
ipating in these programs, and the
potential unintended consequences of
these incentive programs.

“We already have one system that is bro-
ken,” Dr. Turton said during a panel ses-
sion on the topic. “We don’t want pay for
performance to initiate yet another broken
system.”

Pay-for-performance programs should
be designed to promote evidence-based
care, encourage collaboration among
providers, support patient autonomy, pro-
tect patient privacy, and include full dis-
closure of financial incentives. A well-de-
signed program also should address the
comprehensive needs of patients, not sin-
gle-disease states, according to the ACP
position paper.

For example, ACP officials are con-
cerned about programs that base their in-
centives on meeting strict clinical targets,
such as a specific hemoglobin A1c level, be-
cause that might prompt physicians to se-
lect patients based on their ability to meet
that target. Instead, programs that focus
on improvement on a measure might be
more appropriate, Dr. Turton said at a
press briefing during the meeting.

For their part, physicians should be
aware of the potential influences on their
clinical judgment and strive to avoid dis-
crimination. And physicians need to put
medical considerations ahead of both their
own and the payer’s financial interests, Dr.
Turton said.

Some of the unintended consequences
highlighted by ACP in its upcoming ethics
paper include the potential deselection of
patients, gaming of the system by physi-
cians, and an increase in unnecessary care
and costs.

Pay-for-performance programs also
have the potential to encourage physi-
cians to perform to the measure, rather
than thoughtfully evaluating the individ-
ual needs of the patients, Dr. Alan R. Nel-
son, a member of the Institute of Medi-
cine’s study committee on pay for

performance. And quality measures may
not lead to reductions in cost, he said. In
the short term, in fact, pay for perfor-
mance will probably increase utilization of
services and cost, he said during the pan-
el session.

Exploring the ethical implications of
pay-for-performance programs is new ter-
ritory, according to Dr. Matthew K. Wynia,
director of the Institute for Ethics of the
American Medical Association.

Limited data are available about pay-for-
performance ethical concerns, in part be-
cause these programs are so new and re-
searchers need more time to study their ef-
fects, he said. The programs are also
variable, complex, and are often proprietary
and confidential, making them hard to
study. And pay for performance is general-
ly not well understood by either patients or
physicians at this point, Dr. Wynia said.

The limited information in the literature
on pay-for-performance and public re-
porting programs has provided mixed re-
sults on the question of whether pay for
performance will simply reward those
who are already high performers.

For example, one study compared the
performance of California physicians who
were enrolled in a pay-for-performance
program with the performance of physi-
cians in the Pacific Northwest who were
not enrolled. The study assessed outcomes
on cervical cancer screening, mammog-
raphy, and hemoglobin A1c testing and
found that the California physicians
achieved greater quality improvement
only in the area of cervical cancer screen-
ing. The researchers concluded that there
was little gain in quality, and that the fi-
nancial rewards were given mainly to
those who had a higher performance at
baseline ( JAMA 2005;294:1788-93). 

However, in another study, 207 hospitals
involved in a Medicare-sponsored pay-for-
performance demonstration showed
greater improvement in a composite of 10
quality measures, compared with 406 hos-
pitals involved in voluntary public report-
ing only. And among the pay-for-perfor-
mance hospitals, those that had the worst
baseline quality performance improved
the most (16.1%), while those with the
highest baseline quality improved the least
(1.9%) across the measures (N. Engl. J.
Med. 2007;356:486-96).

There are data on both sides of this, Dr.
Wynia said.

A recent study also calls into question
how a pay-for-performance program un-
der Medicare could reliably assign re-
sponsibility for a patient’s care. For exam-
ple, an analysis of Medicare claims from
2000 to 2002 among 1.79 million fee-for-
service Medicare beneficiaries showed
that, on average, beneficiaries saw two pri-
mary care physicians and five specialists
across four practices. And about a third of
Medicare patients also switched assigned
physicians each year (N. Engl. J. Med.
2007;356:1130-9).

In light of these results, it could be dif-
ficult to assign rewards for care, Dr. Wynia
said. ■

Cigna and Aetna Shift to Top of
Payer List; Medicaid Does Not
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In 2006, Cigna Healthcare moved from
fifth place to top ranking among na-

tional payers, and Aetna moved from
fourth place to second, according to the
second annual assessment of overall
payment performance conducted by one
of the nation’s largest physician revenue
management companies.

Not surprisingly, state
Medicaid programs
ranked near the bottom.

The performance rank-
ings were compiled for
the second year in a row
by AthenaHealth, a Wa-
tertown, Mass.–based
company that collects
about $2 billion a year for
medical providers.

AthenaHealth used
claims data from 8,000
providers, representing 28
million “charge lines,” or
line items. The medical services were
billed in 33 states. The ranking included
national payers that had at least 120,000
charge lines and regional payers with at
least 20,000 charge lines.

In 2005, Humana was the top-ranked
payer, followed by Medicare. A year lat-
er, Medicare held the third position, while
Humana dropped to fourth. Rounding
out the top eight national payers were
UnitedHealth Group, WellPoint, Coven-
try Health Care, and Champus/Tricare.

According to AthenaHealth, there
were several trends observed from year
to year. In 2006, days in accounts receiv-
able (DAR) dropped by 5%, from 36.2
days to 34.4 days. Blue Cross & Blue

Shield of Rhode Island had the lowest
DAR at 16.8 days. New York’s Medicaid
plan had the highest, at 111 days.

Payers are also asking patients to pay
more up front, which places a greater
collections burden on physicians. Last
year, there was a 19% increase in the
amount of billed charges transferred to
patients, according to AthenaHealth.

The overall ranking was based on how
often claims were resolved
on the first pass, the denial
rate, denial transparency,
percentage noncompliance
with national coding stan-
dards, and percentage of
claims requiring medical
documentation.

Denial rates ranged from
a low of 4% at Cigna’s
southern plan to a high of
48% at Louisiana’s Medic-
aid program. 

The Medicaid programs
were laggards on all per-
formance measures. 

The Illinois Medicaid program paid
medical claims on the first attempt only
about 30% of the time, and was the sec-
ond slowest payer overall, with an aver-
age 103 days to pay a claim. 

In Texas, physicians resubmitted de-
nied claims at least twice 47% of the
time, according to AthenaHealth.

“We are seeing disturbing administra-
tive process breakdowns with some state
Medicaid plans that are resulting in a
growing number of physicians no longer
accepting new Medicaid patients, said
Jonathan Bush, chairman and CEO of
AthenaHealth.

The rankings are posted at www.
athenapayerview.com. ■
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