
The Role and Impact of                 The Role and Impact of                 
PayPay--forfor--Performance:                  Performance:                  

The Government PerspectiveThe Government Perspective
Carolyn M. Clancy, MDCarolyn M. Clancy, MD

DirectorDirector

U.S. Agency for Healthcare Research and QualityU.S. Agency for Healthcare Research and Quality

Los Angeles Los Angeles –– February 27, 2008February 27, 2008



P4P: The Government P4P: The Government 
PerspectivePerspective

PayPay--forfor--Performance Performance 
Landscape Landscape 
ValueValue--Based PurchasingBased Purchasing
Incentives for Consumer Incentives for Consumer 
InvolvementInvolvement
ValueValue--Driven Health Care Driven Health Care 
and P4Pand P4P
Q&AQ&A

P 
4  
P



Questions Involving Questions Involving 
ReimbursementReimbursement

A physicianA physician’’s decision to s decision to 
administer chemotherapy to administer chemotherapy to 
cancer patients not affected cancer patients not affected 
by higher reimbursement, by higher reimbursement, 
howeverhowever,,
More generously reimbursed More generously reimbursed 
providers prescribed more providers prescribed more 
costly chemotherapy costly chemotherapy 
regimensregimens

Research funded through Research funded through AHRQAHRQ’’ss Center of Excellence on Markets and Managed Center of Excellence on Markets and Managed 
Care (Source: M. Jacobson, et al. March/April Care (Source: M. Jacobson, et al. March/April Health AffairsHealth Affairs, 2006), 2006)

Effects of Reimbursement on Use of ChemotherapyEffects of Reimbursement on Use of Chemotherapy



Uncertainty and DoubtUncertainty and Doubt

60% of Americans believe 60% of Americans believe 
there are fair ways to there are fair ways to 
measure and compare measure and compare 
medical caremedical care
38% would support pay 38% would support pay 
based on quality ratings based on quality ratings 
while 47% are unsure and while 47% are unsure and 
15% are opposed15% are opposed

WSJ/Harris Interactive poll WSJ/Harris Interactive poll 
conducted 2/6 conducted 2/6 –– 2/82/8

““A review of 10 payA review of 10 pay--forfor-- 
performance programs by performance programs by 
PricewaterhouseCoopers found PricewaterhouseCoopers found 
tremendous variation among how tremendous variation among how 
health care providers were health care providers were 
evaluated and how bonuses were evaluated and how bonuses were 
paid, creating an administrative paid, creating an administrative 
nightmare for providers nightmare for providers 
participating in multiple programs.participating in multiple programs.””

February 24, 2008February 24, 2008

http://online.wsj.com/home


A Growing National CommitmentA Growing National Commitment

Hospital Quality Hospital Quality 
AllianceAlliance
AQAAQA
Quality Alliance Quality Alliance 
Steering CommitteeSteering Committee
CMSCMS--Premier P4P Premier P4P 
Demonstration Demonstration 
ProjectProject
Leapfrog GroupLeapfrog Group
And much much And much much 
more!more!

Many groups working Many groups working 
toward same goal, toward same goal, 

collaborativelycollaboratively



Leapfrog P4P Decision ToolLeapfrog P4P Decision Tool

DecisionDecision--support tool that support tool that 
guides users through the guides users through the 
process of selecting payprocess of selecting pay--
forfor--performance programsperformance programs
Matches user preferences Matches user preferences 
with programs listed in the with programs listed in the 
Leapfrog GroupLeapfrog Group’’s s 
Compendium, an online Compendium, an online 
clearinghouse of incentive clearinghouse of incentive 
and reward programsand reward programs
Based on Based on Pay for Pay for 
Performance: A Decision Performance: A Decision 
Guide for PurchasersGuide for Purchasers, by , by 
AHRQAHRQ



2007 Healthcare Quality and 2007 Healthcare Quality and 
Disparities Reports Coming SoonDisparities Reports Coming Soon

New efficiency New efficiency 
chapterchapter
More disability data More disability data 
addedadded
More on health More on health 
literacyliteracy



Coordination of CareCoordination of Care



Medicare Hospital ValueMedicare Hospital Value--Based Based 
Purchasing (VBP) PlanPurchasing (VBP) Plan

An 11/07 report to Congress by CMS proposes a An 11/07 report to Congress by CMS proposes a 
framework for linking Medicare hospital payments to framework for linking Medicare hospital payments to 
performance measuresperformance measures
The proposal is intended to make a portion of  hospital The proposal is intended to make a portion of  hospital 
payment contingent on actual performance on specific payment contingent on actual performance on specific 
measures rather than on a hospitalmeasures rather than on a hospital’’s reporting data for s reporting data for 
these measuresthese measures
Under the plan, the valueUnder the plan, the value--based purchasing program based purchasing program 
would be phased in over three years, ultimately would be phased in over three years, ultimately 
replacing Medicarereplacing Medicare’’s Reporting Hospital Quality Data s Reporting Hospital Quality Data 
for Annual Payment Update (RHQDAPU) programfor Annual Payment Update (RHQDAPU) program

A valueA value--based purchasing program which would begin in 2009 is based purchasing program which would begin in 2009 is 
authorized in the Deficit Reduction Act of 2005. Congressional aauthorized in the Deficit Reduction Act of 2005. Congressional action is ction is 
required for it to be enacted.required for it to be enacted.



Electronic Health Record Electronic Health Record 
Demonstration ProjectDemonstration Project

CMS will provide Medicare incentive payments CMS will provide Medicare incentive payments 
in 12 communities nationwide to physicians who in 12 communities nationwide to physicians who 
use certified Electronic Health records (use certified Electronic Health records (EHRsEHRs) to ) to 
improve patient careimprove patient care
Financial incentives will be provided to as many Financial incentives will be provided to as many 
as 1,200 smallas 1,200 small-- and mediumand medium--size primary care size primary care 
physician practices over a 5physician practices over a 5--year periodyear period
Total payments over the five years, may be up to Total payments over the five years, may be up to 
$58,000 per physician or $290,00 per practice$58,000 per physician or $290,00 per practice

Application period is open through MayApplication period is open through May

http://www.cms.hhs.gov/DemoProjectsEvalRpts/downloads/2http://www.cms.hhs.gov/DemoProjectsEvalRpts/downloads/2 
008_Electronic_Health_Records_Demonstration.pdf008_Electronic_Health_Records_Demonstration.pdf

http://www.cms.hhs.gov/DemoProjectsEvalRpts/downloads/2008_Electronic_Health_Records_Demonstration.pdf
http://www.cms.hhs.gov/DemoProjectsEvalRpts/downloads/2008_Electronic_Health_Records_Demonstration.pdf


Health Care Efficiency Health Care Efficiency 
MeasuresMeasures

Report by RAND Report by RAND 
Corporation under Corporation under 
AHRQ contractAHRQ contract
Due out this springDue out this spring
Prepublication draft Prepublication draft 
available at the back available at the back 
of the roomof the room



Financial Incentives                      Financial Incentives                      
for Consumersfor Consumers

AHRQ commissioned:AHRQ commissioned:
–– Consumer Financial Incentives:                                  Consumer Financial Incentives:                                  

A Decision Guide for ConsumersA Decision Guide for Consumers

Reviews the application of Reviews the application of 
incentives for five types of incentives for five types of 
consumer decisionsconsumer decisions
1)1) Selecting a highSelecting a high--value providervalue provider
2)2) Selecting a highSelecting a high--value health planvalue health plan
3)3) Deciding among treatment optionsDeciding among treatment options
4)4) Seeking preventive careSeeking preventive care
5)5) Decreasing or eliminating highDecreasing or eliminating high--risk risk 

behaviorbehavior



Patient Involvement CampaignPatient Involvement Campaign

AHRQAHRQ’’s campaign with the Ad Council uses a series of s campaign with the Ad Council uses a series of 
TV, radio and print public service announcementsTV, radio and print public service announcements
Web site features a Web site features a ““Question BuilderQuestion Builder”” for patients to for patients to 
enhance their medical appointmentsenhance their medical appointments
–– www.ahrq.gov/questionsaretheanwserwww.ahrq.gov/questionsaretheanwser





Health Care Partners           Health Care Partners           
Medical GroupMedical Group

HealthCare Partners HealthCare Partners 
Medical Group (HCP) Medical Group (HCP) 
in southern California in southern California 
is a leader in P4Pis a leader in P4P
HCP is one of the first HCP is one of the first 
major medical groups major medical groups 
in the nation to make in the nation to make 
prices available to the prices available to the 
publicpublic



Disparities inDisparities in 
Medicare Health PlansMedicare Health Plans

Performance on four primary outcome       Performance on four primary outcome       
measures is lower for blacks than whitesmeasures is lower for blacks than whites

Hemoglobin Hemoglobin 
A ControlA Control
(Diabetes)(Diabetes)

80.280.2

60.260.2

LDLLDL--C C 
Control Control 

(Diabetes)(Diabetes)

Blood Pressure Blood Pressure 
ControlControl

(Hypertension)(Hypertension)

72.272.2

57.257.2
62.962.9 71.671.6

53.453.4

72.272.2

LDLLDL--C Control C Control 
(Coronary Event)(Coronary Event)

White Rate

Black Rate

JAMA  
October 25, 2006
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Quality of Hospital Care for Heart Attack and Quality of Hospital Care for Heart Attack and 
Heart Failure: Poor Counties, Rich CountiesHeart Failure: Poor Counties, Rich Counties
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Source: Gannett News Service, Rating Hospital Heart Care, 2006.



PM/PR/P4P: Poor Glucose Control PM/PR/P4P: Poor Glucose Control 
by Race/ethnicity in One Systemby Race/ethnicity in One System

Poor glucose control is Poor glucose control is 
strongly associated with strongly associated with 
diabetic complicationsdiabetic complications
–– Eyes, kidneys, Eyes, kidneys, 

amputations, amputations, 
admissionsadmissions

P4P programs reward P4P programs reward 
practices with lower practices with lower 
than 20% than 20% ““poor valuespoor values””
More than half of our More than half of our 
diabetic patients are diabetic patients are 
Black or HispanicBlack or Hispanic

15.7%

21.9%
23.3%

White Black Hispanic
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““Poor Glucose ControlPoor Glucose Control”” by by 
InsuranceInsurance

At baseline:At baseline:
25% of our Medicaid 25% of our Medicaid 
pts were in poor pts were in poor 
control. control. 
Almost 30% of our Almost 30% of our 
uninsured pts were in uninsured pts were in 
poor control.poor control.
About 40% of our About 40% of our 
patients are patients are 
uninsured or covered uninsured or covered 
by Medicaidby Medicaid

25.0%

20.2%

11.2%

29.2%
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Using Performance Incentives to Using Performance Incentives to 
Reduce Health Care Disparities Reduce Health Care Disparities 

Collect race and ethnicity data Collect race and ethnicity data –– the the 
information is necessary and there are no information is necessary and there are no 
moral, legal or technical barriers for doing itmoral, legal or technical barriers for doing it
Emphasize conditions of higher prevalence in Emphasize conditions of higher prevalence in 
minority populations minority populations –– look at where we know look at where we know 
there is variability in care needs and high there is variability in care needs and high 
prevalence; focus there firstprevalence; focus there first
Institute Institute ““disparitydisparity”” guidelines or measures guidelines or measures ––
nationally prominent disparity guidelines would nationally prominent disparity guidelines would 
help reduce disparitieshelp reduce disparities
Reward improvement Reward improvement –– Only focusing on Only focusing on 
absolute measures might lead to widening absolute measures might lead to widening 
disparitiesdisparities

Pay for Performance, Public Reporting, and Racial Disparities inPay for Performance, Public Reporting, and Racial Disparities in Health Care, Medical Health Care, Medical 
Care Research and Review, Vol. 64, No. 5 Care Research and Review, Vol. 64, No. 5 supplsuppl, 283S, 283S--304S (2007)304S (2007)



Getting to ValueGetting to Value--Driven Driven 
Health CareHealth Care

““The mantra of competition based The mantra of competition based 
on value is that there is no such on value is that there is no such 
thing as a national health care thing as a national health care 
market. What we have is a network market. What we have is a network 
of local markets."of local markets."

Michael O. Leavitt, SecretaryMichael O. Leavitt, Secretary
US Dept.  of Health and Human ServicesUS Dept.  of Health and Human Services



Chartered Value ExchangesChartered Value Exchanges



AHRQ Learning Network                    AHRQ Learning Network                    
for Value Initiativefor Value Initiative

Encourage sharing of Encourage sharing of 
experiences and experiences and 
lessons learnedlessons learned
Identify and share Identify and share 
promising practices that promising practices that 
improve health care improve health care 
valuevalue
Identify gaps where Identify gaps where 
innovation is neededinnovation is needed
Provide faceProvide face--toto--face face 
and virtual opportunities and virtual opportunities 
for peerfor peer--toto--peer sharing peer sharing 
of experienceof experience

Identify interventions or Identify interventions or 
tactics that yield the best tactics that yield the best 
outcomesoutcomes
Translate interventions Translate interventions 
into adaptable change into adaptable change 
strategiesstrategies
Create a userCreate a user--friendly, friendly, 
WebWeb--based knowledge based knowledge 
repository repository 
Goal: have all Community Goal: have all Community 
Leaders become or join Leaders become or join 
Chartered Value Chartered Value 
ExchangesExchanges

Measurement    Data aggregation    Report Cards    Provider InceMeasurement    Data aggregation    Report Cards    Provider Incentives   Consumer Incentivesntives   Consumer Incentives



*List of all involved partners available.                       ** Nursing, Academic Communities, etc.
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*List of all involved partners available.                       ** Nursing, Academic Communities, etc.
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Getting to Best Possible CareGetting to Best Possible Care

Moving the ball right nowMoving the ball right now::
–– Public Reporting Public Reporting –– AND AND 

transparency transparency 
–– Payment ReformsPayment Reforms
–– Common Measures for public Common Measures for public 

and private sectorsand private sectors
–– Enhanced support for local Enhanced support for local 

collaborativescollaboratives

Specific Policy OpportunitiesSpecific Policy Opportunities::
–– P4P: absolute performance P4P: absolute performance –– &/or improvement?&/or improvement?
–– Rewarding the Rewarding the ‘‘leading edgeleading edge’’ andand bringing others alongbringing others along
–– Support for unbiased consumer information Support for unbiased consumer information –– and for and for 

effective use of HITeffective use of HIT
–– Insist on clear synthesis of results from public and Insist on clear synthesis of results from public and 

private demonstrationsprivate demonstrations



Scope of the Opportunity            Scope of the Opportunity            
in Health Carein Health Care

Major challenges in 21Major challenges in 21stst

Century health care include Century health care include 
evaluating all of the evaluating all of the 
innovations and innovations and 
determining which:determining which:
–– Represent added valueRepresent added value
–– Offer minimal enhancements Offer minimal enhancements 

over existing choicesover existing choices
–– Fail to reach their potentialFail to reach their potential
–– Work for some patients and Work for some patients and 

not for othersnot for others



Comparative Effectiveness:Comparative Effectiveness: 
Effective Health Care ProgramEffective Health Care Program

To improve the quality, effectiveness, To improve the quality, effectiveness, 
and efficiency of health care delivered and efficiency of health care delivered 
through Medicare, Medicaid, and Sthrough Medicare, Medicaid, and S--
CHIP programs.CHIP programs.
–– Focus is on what is known Focus is on what is known nownow: ensuring : ensuring 

programs benefit from programs benefit from pastpast investments in investments in 
research and what research research and what research gapsgaps are are 
critical to fillcritical to fill

–– Focus is on Focus is on clinical effectivenessclinical effectiveness



Implications For Our Work at Implications For Our Work at 
AHRQAHRQ

AHRQ Mission AHRQ Mission –– ““to improve the quality, to improve the quality, 
safety, effectiveness and efficiency of safety, effectiveness and efficiency of 
healthcare.healthcare.””
Improving the use of evidence in healthcareImproving the use of evidence in healthcare
What we have learned:What we have learned:
–– Understand policy and practice context Understand policy and practice context 
–– Involve stakeholders earlyInvolve stakeholders early
–– Broaden approach to evidenceBroaden approach to evidence
–– Link evidence gaps to future researchLink evidence gaps to future research
–– Translate findings for different audiencesTranslate findings for different audiences



Challenges in Addressing Challenges in Addressing 
Multiple ConditionsMultiple Conditions

Interactions 
between illnesses

Interactions between 
treatments

Tension between 
therapeutic goals

Multiple providers

Multiple 
medications



P4P & Comparative EffectivenessP4P & Comparative Effectiveness

Paying more for qualityPaying more for quality
Paying less for poor carePaying less for poor care
Paying less for marginal carePaying less for marginal care
Differential reimbursement to Differential reimbursement to 
providersproviders
ValueValue--based insurance based insurance 
designdesign



P4P & Comparative EffectivenessP4P & Comparative Effectiveness

““ValueValue--Based Based 
Insurance DesignInsurance Design””
–– Requires a finely Requires a finely 

tuned payment tuned payment 
systemsystem

–– Requires Requires 
consumers to consumers to 
keep up with their keep up with their 
informationinformation



From Research to HighFrom Research to High--Value Value 
Health CareHealth Care

Increased overlap between researchers/ product Increased overlap between researchers/ product 
developers and health care leaders developers and health care leaders ‘‘embedembed’’ findings findings 
in clinical strategies, electronic and personal health in clinical strategies, electronic and personal health 
recordsrecords
Distributed leadershipDistributed leadership
Clear path for feedback from care delivery to research Clear path for feedback from care delivery to research 
enterprise at multiple pointsenterprise at multiple points
From From ‘‘standstand--alonealone’’ registries to those that are used registries to those that are used 
both locally and regionally / nationallyboth locally and regionally / nationally
Transparency in production and Transparency in production and useuse of CE informationof CE information



Aligning Payment Incentives:  Aligning Payment Incentives:  
The ConundrumThe Conundrum

Financial incentives do Financial incentives do 
influence behaviorinfluence behavior
–– Though are only one factorThough are only one factor

All payment systems have All payment systems have 
financial incentives, intentionally financial incentives, intentionally 
or unintentionally or unintentionally 
The current incentives are The current incentives are 
perverse, but there are many perverse, but there are many 
other ways to do it wrongother ways to do it wrong
We have some, but not enough, We have some, but not enough, 
evidence on how to improve evidence on how to improve 
themthem
Need to learn as we goNeed to learn as we go

The National Academies INThe National Academies INFOCUSFOCUS



ChallengesChallenges

Learning from all of Learning from all of 
the local data that the local data that 
is being collectedis being collected
Moving P4P from a Moving P4P from a 
tactical to a tactical to a 
strategic enterprisestrategic enterprise
Determining how to Determining how to 
close the gapclose the gap

http://http://www.hhs.gov/valuedriven/index.htmlwww.hhs.gov/valuedriven/index.html



http://content.nejm.org/


Questions?Questions?
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