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Congress Asked for Universal Pay for Performance
B Y  J E N N I F E R  L U B E L L

Associate  Editor,  Practice  Trends

While various organizations have
made substantial progress de-
veloping health care perfor-

mance measures, it’s time for Congress to
establish an entity that can standardize
these measures across the health care sys-
tem, according to a report from the Insti-
tute of Medicine.

Such a board should be part of the De-
partment of Health and Human Services,
according to the report. 

In particular, any participating provider
should be required to submit performance
data to the board, so that Medicare could
use the information for quality improve-
ment activities or as a basis for payment in-
centives and public reporting, the IOM
committee wrote. The committee’s ef-

forts were man-
dated by Con-
gress and
sponsored by
the HHS.

In a state-
ment, Dr. C.
Anderson Hed-
berg, president
of the Ameri-
can College of
P h y s i c i a n s ,
praised the
IOM’s intention
to establish a
centralized or-

ganizing structure. 
“This may be one way to set clear qual-

ity goals, coordinate performance mea-
surement efforts, support fair compar-
isons of cost and quality, and ensure stable
funding for organizations involved in per-
formance measurement,” Dr. Hedberg
said.

A standard nationwide set of measures
“would avoid the morass of everyone de-
veloping their own, including the govern-
ment,” Dr. Larry Fields, president of the
American Academy of Family Physicians,
said in an interview.

But it may not necessarily take a na-
tional board to get people to adopt a con-
sensus on measures, he added. The key is
to have a set of measures that are accept-
ed as reasonable by these programs. “Oth-
er measures can be added as necessary.”

Performance measures are benchmarks
by which health care providers and orga-
nizations can determine their success in
delivering care. Examples include regular
blood and urine tests for diabetic patients,
a facility’s 30-day survival rate among car-
diac bypass patients, or perceptions of

care collected from patient surveys. The
numerous initiatives have led to duplica-
tion in some areas and neglect in others
that are important to national health goals,
the committee noted. Individual stake-
holders understandably focus on certain
features of care that they consider to be
the highest priority for improvement. “But
they frequently overlook areas of nation-
al interest that are difficult to quantify,
such as whether care is equitable, effi-
cient, and well coordinated.”

As an initial step toward achieving a uni-
versally accepted set of measures, the re-
port recommended the adoption of an ev-
idence-based “starter set” of existing
measures that would cover care delivered
in ambulatory, acute care, and long-term
care settings and in dialysis centers. As one
of the founding members of the Ambu-
latory Care Quality Alliance (AQA), the
ACP was pleased that the starter set pro-
posed by the IOM comprised the AQA’s 26
clinical performance measures for the am-

bulatory care setting. The board should
also guide development in areas that are
currently lacking in performance mea-
sures, such as efficiency, equity, and pa-
tient-centered care, the committee noted.

“One of the biggest obstacles to over-
coming shortfalls in the quality of health
care is the absence of a coherent, nation-
al system for assessing and reporting on
the performance of providers and organi-
zations,” said the IOM’s committee chair
Steven Schroeder, Ph.D., professor of
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national, universally accepted set

of clinical performance
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The 
numerous
uncoordinated
initiatives have
led to duplication
in some areas
and neglect of
some important
national health
goals.
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health and health care, University of Cal-
ifornia, San Francisco. Leadership at the
federal level is needed to ensure that per-
formance measures achieve national
goals for health care improvement, he
said.

The committee recommended that
Congress should authorize $100 million
to $200 million in annual funding for the
national board from the Medicare Trust
Fund. This amounts to less than one-
tenth of 1 percent of annual Medicare ex-
penditures.

What’s lacking in the report is a rec-
ommendation for Congress and the pri-
vate payers to put money into the system

to help defray costs of this type of re-
porting, Dr. Fields said. “The two must
go hand in hand, because this type of re-
porting costs money.” Otherwise, pay for
performance is going to be an extreme
burden to physicians—primary care
physicians in particular—if they don’t
have technology to do pay for perfor-
mance, he said.

Questions remain on whether pay for
performance can improve quality, Dr.
Fields noted. “Some of the private pay-
ers don’t buy into that. When they talk
about quality, what they really mean is
saving money.” For certain diseases, this
type of reporting has been effective, “but

it’s not yet been shown to be effective
over a wide series of medical problems.”

If a universal system is instituted, it
needs to be pilot tested first, to find out
if it can improve quality, he said. “There
needs to be a gradual shift from report-
ing aspects [of clinical measures] to actual
quality measures.”

Requested by Congress, the report is
the first in a series that will focus on the
redesign of health insurance to acceler-
ate the pace of quality improvement ef-
forts in the United States. Subsequent re-
ports will evaluate Medicare’s Quality
Improvement Organization program and
analyze payment incentives. ■

Pilot Pay-for-
Performance
Projects on View
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WA S H I N G T O N —  Provider groups are
behind the curve when it comes to antic-
ipating acceptance of pay-for-performance
programs, Jeff Flick said at a health care
congress sponsored by the Wall Street
Journal and the CNBC.

Take, for instance, the Premier Hospi-
tal Quality Incentive Demonstration pro-
gram funded by the Centers for Medicare
and Medicaid Services, under which hos-
pitals report data on 34 quality measures,
said Mr. Flick, the CMS regional adminis-
trator in San Francisco. The program gives
a bonus each year to the 20% of hospitals
with the highest score, but those who
have not improved a certain amount after
3 years are penalized. 

When the program was launched sev-
eral years ago, “The American Hospital
Association said, ‘No hospital is going to
do this,’ ” Mr. Flick said. “Hospitals are
afraid to even report information about
quality, but the idea that they could be pe-
nalized financially ... the [AHA] thought it
would never happen. But there were 300
hospitals on board immediately.”

Similarly, the American Medical Associ-
ation recently said it did not support
CMS’s new physician voluntary reporting
program, under which physicians would
volunteer to report 36 pieces of data on
their practices. The AMA’s opposition “is
not a shock; those kinds of organizations
are very nervous about this,” he said.

Many physicians are ready to start fo-
cusing on quality, he continued. “They
want to publish information, they want to
know how they compare, they want to be
paid based on performance. That doesn’t
mean the AMA is going to support it.” 

The program uses “G codes” to enter
the data, which can make for a bit of a has-
sle for physicians not familiar with them.
“If every physician in this country had an
[electronic health record], this would be
easy; I think this would be done,” he said.

Other pay-for-performance demonstra-
tion projects include:
�� Group Physician Practice Demon-
stration. Large multispecialty practices
will be rewarded financially for improving
care for chronically ill Medicare patients.
�� Coordinated Care Demonstration.
Hospitals and other health care organiza-
tions in 15 sites are trying to prove that
providing coordinated care for patients
with particular chronic illnesses will in-
crease patient satisfaction and save
Medicare money. 
�� Benefits Improvement and Protection
Act (BIPA) Disease Management
Demonstration. This program coordi-
nates care and provides a prescription
drug benefit for up to 30,000 patients with
diabetes, congestive heart failure, and
coronary artery disease. 

“Watch the demonstrations—watch
them very carefully,” Mr. Flick said. “They
give a very good picture of where CMS
thinks it’s going to go.” ■


