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		Quality Incentive Programs

Executive Summary of Policies Contained in this Paper
Summaries will lack rationale and background information and may lose nuance of policy. 
You are highly encouraged to read the entire paper.

· AAPA believes quality incentives can be a useful tool to improve patient care if the metrics adopted are clinically relevant, fully include PAs and are developed with the input of patients and health care professionals.

· AAPA supports patient-centered efforts, such as appropriately developed and implemented quality incentive programs, to improve health outcomes and reduce unnecessary and duplicative health care treatments and tests.

· AAPA believes that to be effective, incentive programs must rely on timely, accurate data that attributes medical services to the health professional who delivered the care.
 
The concept of incentivizing behaviors is widely used in healthcare. Patients are incentivized to reduce the utilization of unnecessary high-cost medical treatment, be more responsible for their health status and increase the use of preventive services. Payers are incentivized to provide more coordinated care, monitor how satisfied patient are with the care received and focus on patient outcomes and quality. Incentives provided to health providers (health professionals and facilities) are the focus of this paper. 
Many incentives used to modify the behavior of providers are financial in nature. Other components of incentive programs may seek to rate or compare one provider to another with the idea that patients and payers will select and utilize the highest-rated provider. 
Incentives are often formalized under official programs that adjust the level of reimbursement dependent on a provider’s ability to meet metrics for a desired change or improvement. One method is the promise of monetary reward for a desired behavior or outcome, known as one-sided risk. Another method is the use of both monetary reward for meeting goals, as well as financial penalties for failure to meet such goals, commonly referred to as two-sided risk. Incentive programs frequently persuade providers to begin their participation using one-sided risk before elevating the stakes to a two-sided risk approach which offers both greater rewards and greater risk. 
Metrics and goals may be established by comparing health professionals or hospitals/facilities to one another on the bases of quality, outcomes, price, patient satisfaction or other metrics established by public health authorities or payers.
To date, data regarding the effectiveness of various incentive programs in producing positive outcomes is incomplete, mixed, or not well understood. For this reason, a diverse array of programs has been and continues to be developed to improve incentives to optimally modify behavior.
Examples of Provider Incentive Programs
Incentives in healthcare are not new, but they are evolving. Below are some examples of current provider incentive programs.
The Quality Payment Program (QPP)
Established by the Medicare Access and CHIP Reauthorization Act, the QPP combines various prior Medicare quality and value programs (the PQRS, value-based modifier, meaningful use) into one. The QPP replaced disparate incentive concepts with one program that focuses on incentivizing value (both an increase in quality and a decrease in costs), as well as appropriate use of electronic health record technology and continued improvement. This program, which consists of two tracks, the Merit-based Incentive Payment System and Advanced Alternative Payment Models, uses both financial reward and risk. The QPP strives to achieve benefits for multiple stakeholders, including financial benefits for high-performing health professionals, increased results with no additional cost for Medicare, and better care received by patients.
Care Models
Much like states can be “laboratories of democracy,” new and innovative care models can be pilot reimbursement arrangements intended to test numerous incentive methods to see what works for potential future expansion or replication. Various payment models seek to provide increased flexibility to provide care in a more effective manner or seek to reduce redundant or inefficient services. Examples of care models include accountable care organizations and the use of bundled payments, both of which incentivize specified levels of quality in care at target costs. These care models have been promoted and tracked by the Center for Medicare and Medicaid Innovation. 
PAs and Incentive Programs
Incentive models which seek to reduce cost while maintaining high-quality care will increasingly recognize the benefit of utilizing PAs due to the enhanced value PAs present (lower cost of employment versus the high level of productivity). 
However, PAs have concerns regarding potential shortcomings in the implementation of incentive programs, as program design may cause exclusionary practices or disadvantage those PAs that do participate. AAPA recommends the following steps to ensure optimal program design for PA participation:
· The role and function of PAs should be specifically considered in the design process of any incentive program.
· There must be no prohibition of the participation of PAs in incentive programs. Occasionally, physician-centric language is used in verbiage when detailing the guidelines of incentive programs. As PAs (and advanced practice registered nurses) are a significant component of the healthcare delivery workforce, it is essential that they be formally incorporated into incentive programs. 
· Steps must be taken to address the detrimental effect of inaccurate and incomplete data. Incentive programs must rely on accurate, actionable data for incentives to be effective. Serious data accuracy problems occur with incentive programs that rely on inaccurate information such as requiring or allowing services delivered by PAs to be billed/reported as being provided by physicians with whom the PA works. Only with proper attribution can health professionals receive incentives reflective of the care they provide. In addition to the incentive program seeking to make accurate assessments, the results of incentive programs are frequently made public on an individual health professional level by identifying a professional’s volume and quality of care. These results are then used by patients to make care delivery decisions. Without accurate data, information would be incomplete for both the program and patients. 
Incentives, both financial and non-financial, if properly designed and using accurate data, can be effective methods to meet health goals by motivating and encouraging certain types of behavior and activities by providers. AAPA supports incentive programs that 1) incorporate the PA perspective; 2) include PAs as full participants; 3) are clinically relevant and appropriate; 4) do not harm health care professionals relationships with patients; and 5) collects and utilizes data that allows patient care and incentives to be accurately attributed to the health professional who delivers the care.


Quality Incentive Programs
(Adopted 2005, reaffirmed 2010, 2015)

Executive Summary of Policy Contained in this Paper
Summaries will lack rationale and background information and may lose nuance of policy. 
You are highly encouraged to read the entire paper.

· PAs (and health providers) should always have the long term goal of improving health broadly
· PAs and other health professionals should be involved in their creation in order to help avoid unintended consequences. 
· Health information systems are needed to improve quality through the collection and analysis of performance data. 
· Assessment and evaluation quality and efficiency will be critical to the success quality improvement programs
· AAPA encourages continued efforts to promote improvements in patient care
· AAPA supports the development of quality incentive programs, often referred to as “pay for performance
· Quality incentives should be based upon achievement of evidence-based clinical benchmarks, patient satisfaction and the adoption of health information technology
· In addition, AAPA believes that quality incentive programs should include key principles
Introduction
The United States spends more than any other nation on healthcare—well over twice the per capita average among industrialized nations. Health expenditures have grown from $1.3 trillion in 2000 to $1.7 trillion in 2003, and the portion of gross domestic product consumed by the health sector over that period has increased from 13.3 percent to 15.3 percent. According to estimates by the Centers for Medicare and Medicaid Services (CMS) by 2014, total health spending will constitute 18.7 percent of gross domestic product.
In 1999, the Institute of Medicine (IOM) released its landmark report To Err is Human: Building a Safer Healthcare System. The report concluded that hospital-based medical errors were a significant cause of morbidity and mortality in the U.S. Most importantly was its conclusion that the primary cause was problems with the healthcare system rather than with the performance of individual providers. Since the report was published the Agency for Healthcare Research and Quality (AHRQ) has funded $139 million for more than 100 multi-year demonstration projects. Despite the funding on patient safety research and efforts by hospitals, health plans, purchasers and providers to reduce medical errors and improve the quality care there is little evidence that quality is improving.
Recent efforts to manage resource utilization have done little to slow the rate of healthcare expenditures. Current payment methods give little incentive to improve the quality of care. 
“Even among health professionals motivated to provide the best care possible, the structure of payment incentives may not facilitate the actions needed to systematically improve the quality of care, and may even prevent such actions”
	This is according to the Institute of Medicine’s 2001 report Crossing the Quality Chasm: a New Health System for the 21st Century. In addition, the report identified six domains in which health systems should focus: Care should be timely, safe, efficient, effective, patient-centered and equitable.
	A 2004 survey by the Henry J. Kaiser Family Foundation, AHRQ, and the Harvard School of Public Health found that nearly half of U.S. residents surveyed say they are concerned about the safety of medical care. More than half (55%) say they are dissatisfied with the quality of healthcare in this country, an increase from the 44% who reported dissatisfaction in a 2000 survey. More than twice as many people feel healthcare quality has gotten worse than say it has improved. (See figures below)

[image: KFF_qualtiy_survey]
In summary, previous attempts to manage costs, improve safety, and increase patient satisfaction in the U.S. healthcare system have been largely unsuccessful. The emphasis on managed care and utilization management resulted in few true improvements in efficiency and no benefit to patients. Current reforms to the healthcare system are being driven by a number of factors. Recent data continue to reveal significant prevalence of avoidable medical errors and disparities in the quality of care delivered. Many healthcare institutions and providers do not always comply with current accepted standards for the prevention, diagnosis, and management of disease. At the same time, healthcare costs are high and rising, with little correlation to improvements in quality or patient outcomes. Therefore, payers and patients are demanding higher quality healthcare, increased value for the resources spent, and better health outcomes. 
Growth of Quality Incentive Programs
Quality incentive programs, known by various terms such as “pay-for-performance” or “pay-for-quality,” are a recent effort by healthcare purchasers - the government, health plans, and employers - to align healthcare provider incentives with quality improvement processes and outcomes. All programs share the goal of offering incentives to healthcare providers to attain and report higher levels of care quality or patient service. Defining quality has been problematic. In 1984, the IOM had noted that there were 100 definitions of quality. It ultimately adopted this definition of quality and considered health outcomes to be the health status of a person or population in terms of death, disability, disease, dissatisfaction, delays and dollars spent.
“Quality is the degree to which health services for individuals and populations increase the likelihood of desired health outcomes and are consistent with current professional knowledge.”
Over the years quality improvement efforts have attempted several methods to improve the quality of care including:
· Requirements for continuing medical education
· Development of clinical practice guidelines
· Use of benchmarking and sharing performance data with providers
· Integration of new information and decision support systems
· Certification and credentialing of providers
While some of these methods have been shown to improve quality, most in and of themselves have not.
The failure of other efforts to induce better quality has led to new initiatives focused on using incentives to encourage providers to deliver higher quality care. Quality incentive programs use a mixture of methods to encourage higher quality by combining the use of performance measures, patient data collection, determination of performance targets or benchmarks, and a reward program for meeting or exceeding performance targets. The incentives may be financial or non-financial. The most common incentives include:
· Quality bonuses
· Reimbursement at risk
· CME
· Preferred tiering
· Reputational incentives
Several healthcare purchasers and payers have implemented quality incentive programs. Two notable organizations supporting quality incentives are the Leapfrog Group and CMS. The Leapfrog Group is an initiative that began in 1998 when a group of large employers came together to discuss how they could work together to use the way they purchased healthcare to have an influence on its quality and affordability. The employers realized they were spending billions of dollars on healthcare for their employees with no way of assessing its quality or comparing healthcare providers. The 1999 IOM report on medical errors recommended that large employers provide more market reinforcement for the quality and safety of healthcare. Leapfrog members together spend $64 billion a year on healthcare for 34 million people.
The Leapfrog Group has encouraged rewarding providers to improve quality and safety. However, its best known contribution to quality incentive programs has been the development of its Incentive and Rewards Compendium. It currently lists 90 programs throughout the nation designed to incent and reward providers for improving quality and efficiency, or incenting consumers to choose high performing providers.
The Centers for Medicare and Medicaid Services, the largest federal purchaser of healthcare, has undertaken demonstration initiatives to pay healthcare providers for the quality of the care they provide to seniors and persons with disabilities. CMS will assess both quality performance and quality improvement under the demonstration. The quality measures that will be used focus on common chronic illnesses in the Medicare population, including congestive heart failure, coronary artery disease, diabetes mellitus, hypertension, as well as preventive services, such as influenza and pneumococcal pneumonia vaccines and breast cancer and colorectal cancer screenings. Under the demonstration, physician groups will continue to be paid on a fee-for-service basis. Physician groups will implement care management strategies designed to anticipate patient needs, prevent chronic disease complications and avoidable hospitalizations, and improve quality of care. Depending on how well these strategies work in improving quality and avoiding costly complications, physician groups will be eligible for performance payments.
CMS is conducting or developing additional programs that use incentive payments to further improve the quality of healthcare available to patients, including the following:
· The Hospital Quality Initiative in which nearly all hospitals in the U.S. are being paid higher rates for submitting data that reports on the level of recommended care provided and will include patient perspectives on the quality of care received;
· The Premier Hospital Quality Incentive demonstration, in which approximately 280 hospitals are being paid bonuses for achieving high performance in treating five clinical conditions;
· The Medicare Chronic Care Improvement Program, Medicare's first large-scale pay-for-performance program to reduce health risks for defined populations of chronically ill beneficiaries.
Overarching Criteria for Quality Incentive Programs
Quality incentive programs should have three overarching criteria. The incentives should be based upon achievement of evidence-based clinical benchmarks, high patient satisfaction and the adoption of health information technology.
Evidence-based benchmarks
Evidence-based clinical benchmarks for quality incentive programs should be based upon national standards as determined by independent professional societies, health quality organizations, and quality regulatory agencies. The source of quality measures is critical to an effective quality incentive program. Performance measures should be evidence-based, broadly accepted, and clinically relevant. Performance measures are often derived from clinical guidelines and quality measures developed by government agencies (e.g. Agency for Healthcare Research and Quality, National Institutes of Health, Centers for Disease Control and Prevention), health quality organizations (e.g. Joint Commission, Leapfrog Group, National Quality Forum, Health Watch) and professional medical societies (e.g. American Academy of Pediatrics, American College of Obstetrics and Gynecology, American Heart Association).
Patient satisfaction
Patient satisfaction is an integral element of quality incentive programs. Patient satisfaction measurement was most commonly used to evaluate service improvement efforts by hospitals and larger physician practices, fulfill accreditation requirements of health plans, and calculate financial incentives to providers. Quality incentive programs will place growing pressure on physicians and hospitals to increase the quality of their outcomes, enhance the safety of patients and lower the cost of care. Integration of patient satisfaction measurements into overall measures of clinical quality will play an important role in reinforcing accountability of health plans, institutions and practitioners to the patient.
Adoption of information technology
Quality incentive programs should encourage and reward adoption of information technology. Health information technology has tremendous potential to improve the quality of healthcare and facilitate data collection for quality incentive programs. Patient safety is improved through computerized order entry and electronic prescribing. Disease management benefits from electronic health records and clinical information systems. Electronic information allows administration of quality incentive programs to be cost-effective and efficient.
Provider resistance to using health information technology often originates from the cost of the technology, administrative disruptions to patient care, and the lack of standardization. Providers in solo or small practices, as well as those in less affluent locations are less likely to have access to information technology. Providers have been expected to bear the costs of information technology without a measurable return on investment. All participants in the healthcare system – providers, patients, and payers – benefit from the implementation of health information technology. Quality incentive programs can facilitate adoption of beneficial health information technology by providing resources and expertise to providers.
Key Principles for Quality Incentive Programs
PAs should support the development of quality incentive programs that are properly designed to increase the quality of patient care. AAPA believes quality incentive programs should have six key principles.
1. Focus on processes that lead to better patient outcomes
Optimal patient outcomes are the goal of quality incentive programs. However, clinical processes associated with better outcomes should be the most common focus of initial performance measurement efforts. Measures of process more accurately determine provider adherence to evidence-based clinical practice standards. Differences in patient populations, case-mix, and patient adherence will less easily distort clinical process measurement. The ultimate goal of performance measurement is to advance continuous quality improvement in the delivery of healthcare. In contrast to outcomes only measurement, measures of process are more suitable for use with continuous quality improvement process to achieve better patient care.
2. Foster the team approach to care
Quality incentive programs must recognize that the team approach to healthcare is essential to achieving the highest quality care. The complexity of today’s healthcare environment and management of disease entities means no one person is able to effectively manage all aspects of patient care. The contributions of various healthcare professionals are especially necessary in the care of patients with chronic conditions. Improved coordination, consistency, safety, education, patient satisfaction, and health outcomes result from effective team practice. PAs can contribute their considerable experience in team practice to developers of quality incentive programs.
3. Offer voluntary practice participation
The goal of many quality incentive programs is to reward the highest performing providers over others. Ideally, programs will be designed to reward all high performers. Regardless of the design, participation should be voluntary. Quality incentive programs should not presume one design fits all practices. Payment systems should continue to reimburse providers whether or not they choose to report outcomes. Innovative quality incentive programs should encourage more practices to participate by helping to reduce administrative costs and assisting practices in adopting information technology. Practices which elect not to enroll in quality incentive programs should continue to strive to provide quality care in their patient populations.
4. Use reliable and accurate patient data
Quality incentive programs should use reliable and accurate patient data. Informative and useful performance measurement requires standards for reliability and accuracy. Data will reflect the care and health of patient populations. The selection of patient information to be measured must be relevant to the clinical practice of medicine and patient care outcomes. Incentive programs are the most beneficial when they identify circumstances in which there is variation in optimal and current clinical practice, there is opportunity for significant improvement in patient outcomes, and a proven practice intervention exists to reduce the variation.
Healthcare providers should participate in the development of the measurement criteria to ensure that it is clinically relevant and reflects the actual clinical services provided. Actual patient records are more detailed and specific than other sources of information. However, other data sources may be used with caution and statistical validation. Patient privacy is a critical concern when extracting data from patient charts. Electronic health information systems will assist with more efficient and consistent collection.
5. Provide feasible and practical reporting
Quality incentive programs should provide feasible and practical reporting. Studies show that making performance information public appears to stimulate improvement activities. As the belief grows that public reporting and accountability are the best way to drive improvement in the quality of healthcare, providers and institutions will have to respond to numerous entities requiring data collection and reporting that use different methodologies, different specifications, and different approaches to how detailed measures should be. This could lead to a very burdensome need to customize measurement and reporting efforts. Providers, institutions and reporting agencies should work together to ensure that data collection is not unduly burdensome and does indeed reflect differences in quality.
6. Ensure programs are fair and equitable, accounting for differences in practice settings and population groups
Quality incentive programs should be designed to take into account the reality of disparities in healthcare. Organizations that provide care to medically underserved patients should have the same opportunity to achieve high quality scores and incentive bonuses as practices that provide care to the insured and wealthy. In order to ensure that quality incentive programs are fair and equitable, the necessary resources needed to initiate these programs should be provided to all organizations wanting to participate.
Impact on PAs
Most PAs believe they are providing the highest quality care they possibly can. However, there are many pressures on all clinicians to do more during patient visits. The healthcare system itself has created disincentives to provide the highest quality care. Preventable medical errors persist, and there are unexplained differences in health outcomes among different healthcare institutions and clinicians. There is also significant delay in widespread adoption of many clinical advances proven to deliver superior patient outcomes.
PAs should be expected to share in the benefits that quality incentives give to the practice. Whether this results in more staff, more visit time, or more resources, PAs should be able to take advantage of these incentives to improve the quality of care they deliver. Quality incentive programs will most likely measure and reward performance of practices, not individuals. A portion of provider reimbursement could be placed “at risk” through performance measurement. PAs play an important role in the improvement of their practice’s patient care and quality performance. Quality incentive programs and PA employment agreements should reflect the PA’s contribution to any financial and non-financial incentives.
Quality incentive programs will impact PA education and practice. Competency-based PA education will remain critical as well as training in evidence-based clinical practice. PAs will have to be proficient in the use of clinical information systems and other health information technology. Opportunities may arise as coordinators of disease management processes or quality improvement managers within their practice or institution. Increased emphasis will be placed upon communication and coordination within the healthcare team. Providing culturally effective care and employing strategies to increase patient adherence will improve patient outcomes. Education in transition management may be necessary to help PAs gently persuade some supervising physicians to make the necessary changes in practice. PAs’ satisfaction with their careers in healthcare can be improved by working towards meaningful goals and by achieving tangible improvements in the healthcare outcomes of their patients.
Challenges of quality incentive programs
The U.S. healthcare system is already grappling with 45 million uninsured residents, significant, pervasive and unrelenting disparities of health status in certain racial, ethnic and socioeconomic groups, and problems of decreasing access to basic health services by some segments of the population. At best, quality incentive programs will prove to be a temporary fix of a systemic problem facing the U.S. healthcare system. At worst quality incentive programs may create disincentives to provide care to the poorest, least well off, and most in need patients.
Although AAPA encourages PAs to be involved in quality improvement efforts these efforts should always have the long term goal of improving health broadly. The success of quality incentive programs rests on the thoughtfulness of their design. PAs and all health professionals should be involved in their creation in order to help avoid unintended consequences. Success also depends on the rapid and timely deployment of health information systems without which the collection and analysis of performance data will not be possible. Finally, despite their growing adoption, quality incentive programs are largely unproven. Ongoing assessment and evaluation of their impact on quality and efficiency will be critical to their success.
Policy Recommendations
	AAPA encourages continued efforts to promote improvements in patient care. AAPA supports the development of quality incentive programs, often referred to as “pay for performance,” when the incentives are based upon achievement of evidence-based clinical benchmarks, patient satisfaction and the adoption of health information technology.
In addition, AAPA believes that quality incentive programs should include these key principles:
· Focus on processes that lead to better patient outcomes
· Foster the team approach to care 
· Offer voluntary practice participation 
· Use reliable and accurate patient data
· Provide feasible and practical reporting
· Ensure programs are fair and equitable, accounting for differences in practice settings and population groups
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