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I t’s often said that Americans
enjoy “the best health care in
the world.” Yet study after

study shows that the quality of
American health care is, at best,
uneven and, in some instances,
poor.1 Public and private purchasers
of health care services (i.e.,
employers and government
programs such as Medicare and
Medicaid) are focused on finding
ways to both reduce health care
costs and improve the quality or
value of the services they buy. 

- Underuse occurs when
patients are not given care that
is medically indicated. A clas-
sic example is the failure to
immunize children and adoles-
cents against preventable dis-
eases.

- Overuse occurs when patients
receive care that isn’t medical-
ly indicated. Typical examples
are use of antibiotics to treat a
cold or the use of imaging
devices for someone with
lower back pain.

- Misuse describes care that is
provided poorly or erroneous-
ly, such as wrong-side surgery.2 

Numerous studies have evaluated
the quality of American health
care. These reports provide solid
evidence of the performance
problems in the U.S. system. They
include:
- According to the IOM, medica-

tion errors harm 1.5 million
Americans annually and treat-
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ing injuries caused by these
errors costs an estimated $3.5
billion a year.3

- Researchers from the RAND
Corporation found that, on
average, Americans receive the
care indicated by medical evi-
dence as necessary only 55 per-
cent of the time.4 (See chart,
“Percentage of Recommended
Care Received for Selected
Conditions.”) In a more recent
study, RAND found continuing
quality gaps, regardless of dif-
ferences in income, race or eth-
nicity, education or health
insurance status.5

- The National Committee for
Quality Assurance (NCQA)
has estimated that as many as
79,000 Americans die each
year because they do not
receive evidence-based care for
conditions such as high blood
pressure, diabetes, and heart
disease.6

- A report to Congress by the
Agency for Healthcare
Research and Quality (AHRQ)
found that the proportion of
elderly patients with pneumo-
nia who received recommend-
ed pneumococcal screenings or
vaccinations was 7.5 times
lower in the lowest-performing
state than in the highest-per-
forming state. 7

- Variations in the quality of care
do not seem to be linked to
how much we spend on health
care.8
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Researchers from the RAND
Corporation have found that, on
average, Americans receive the
care indicated by medical
evidence as necessary only 55
percent of the time.a

The National Committee for
Quality Assurance (NCQA) has
estimated that as many as 79,000
Americans die each year because
they do not receive evidence-
based care for conditions such
as high blood pressure, diabetes,
and heart disease.

The federal Centers for Medicare
and Medicaid Services (CMS) is
collecting 34 quality measures
from a group of 200+ hospitals,
paying rewards to those that
score in the top 20 percent and
penalizing the worst performers.b
After the first year of the
program, CMS awarded $8.9
million to hospitals that showed
measurable improvements in
care.c

Two-thirds of respondents in a
2005 Harris poll thought that the
use of electronic patient records
makes it more difficult to ensure
patients' privacy.d

In 2004, President Bush set a
goal of every American having an
electronic health record by 2014.
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HOW  DO  WE  MEASURE  QUALITY?

A key to evaluating and ultimately improving health
care quality is measuring performance. Today there
are numerous quality measures in use but there is no
consensus on the best way to measure and improve
quality. 

The goal of most quality measurement is to improve
health care services by monitoring and analyzing
data and, based on what the data indicate, changing
practices to improve performance.9 For example,
research has shown that giving patients a class of
drugs known as beta blockers following a heart
attack significantly reduces the risk of a second and
often fatal attack. 10 

But fewer than half of patients overall were given
beta blockers after a heart attack as of mid-1996.
Once researchers began to systematically measure
how often patients received beta blockers after a
heart attack, physicians, hospitals, and health plans
put steps in place to assure a beta blocker is given to
every heart attack patient and the overall use rate has
improved. 11

One of the earliest efforts to systematically measure
quality was the Health Plan Employer Data

Information Set
(HEDIS), developed
through an alliance
between health care
plans and employers
who were frustrated by
the lack of performance
information.12 HEDIS,
the first version of
which debuted in
1991,13 has evolved to
include a broader range
of measures that
examine underuse,
overuse, and misuse of
services.14 And HEDIS
has spawned a number
of other measuring
tools that are used to
assess care in a variety
of settings (see box,
“Quality Measures”).

In the past decade
additional measurement sets have been developed to
assess the performance of hospitals, nursing homes,
home health care and, most recently, physicians. In
recent years, organizations such as the National
Quality Forum have been created to sort through
existing quality measures and identify those that
have the most relevance to purchasers, providers and
consumers.15 

Almost all quality measures seek to assess one of
four things:

- Are the structures and policies in place to assure
performance?

- Are the right processes being followed to lead to
better care?

- Are the right outcomes being achieved?
- Are the patients satisfied with their care experi-

ence? 

The results of these measures are often used to drive
improvement in performance and quality.

HOW  CAN  WE  IMPROVE  QUALITY?

Quality improvement results from a combination of
measurement, reporting and action. Health care
organizations often use measurement results to
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PERCENTAGE OF RECOMMENDED CARE RECEIVED
FOR SELECTED CONDITIONS (1998 - 2000)

Source: McGlynn, EA; Asch, SM; Adams, J. et al (2003). "The Quality of Health Care Delivered to Adults
in the United States." New England Journal of Medicine, June 26, 348(26):2643. (www.nejm.org)  

(Eight of 25 reported conditions are shown in this graph)
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identify and target areas that need quality
improvement. By comparing results to benchmarks,
and making adjustments where necessary to attain
benchmark goals, internal quality improvement
programs can achieve significant results. 

Many employers and other purchasers of health care
coverage use quality measurement results to guide
their choices of plans and providers. For example,
two-thirds of Fortune 500 employers currently
require health plans to be accredited by NCQA
and/or to report HEDIS data.16 Public programs like
Medicare and Medicaid either require or encourage
hospitals, HMOs, nursing homes and others to report
quality information. 

Public release of performance information in the
form of report cards and through other avenues, such
as online databases, can be a powerful driver for
improvement. Such information can be used by
consumers to choose a plan or provider. Public
disclosure of performance information drive plans

and providers to target improvements so that they
look better than their competitors and can show
improvement over their last scores. Evidence shows
that when data are released each year over a long
period of time, it stimulates improvement in those
areas being measured.17,18

PAYING  FOR  PERFORMANCE?

Despite more than a decade of investment in quality
measurement, nationwide health care quality
continues to lag. In recent years, public and private
sector leaders have been experimenting with ways to
spur improvement through incentives. Often lumped
under the rubric “pay for performance” or “P4P,”
these efforts range from financial bonuses to positive
publicity for health care providers who excel.

Much of the momentum for P4P has come from the
private sector. Bridges to Excellence (BTE), a
nonprofit, employer-driven initiative, tries to
improve quality through programs that recognize
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Quality Measures
Public and private sector insurers use a variety of quality measures to assess the performance of different
parts of the health care system. Key measure sets are:

HEDIS. The Health Plan Employer Data Information Set was developed by a group of large employers to assess
the performance of health plans. Today HEDIS is primarily used to measure the quality of care delivered by
HMOs. HEDIS is maintained by the National Committee for Quality Assurance (NCQA).
(www.ncqa.org/Programs/HEDIS/)

CAHPS. The Consumer Assessment of Healthcare Providers and Systems is a standardized survey of patients'
experiences with care. Health care organizations, public and private purchasers, consumers, and researchers
use CAHPS results to assess the patient-centeredness of care, compare and report on performance, and
improve quality of care. CAHPS was developed by the Agency for Healthcare Research and Quality (AHRQ) in
partnership with numerous private organizations. (www.cahps.ahrq.gov)

Hospital Compare. Medicare's voluntary hospital quality system reports how often hospitals provide
recommended care for a heart attack, heart failure or pneumonia, and to prevent infections acquired during
surgery. Measures were developed by the Hospital Quality Alliance (HQA) and adopted by Medicare in 2003.
Hospitals that report the measures receive a full annual update in Medicare payments; those that do not lose 2
percentage points on the update. (www.hospitalcompare.hhs.gov)

Nursing Home Compare collects information on nursing home residents' health, physical functioning, mental
status and general well-being using a tool known as the Minimum Data Set (MDS).
(www.medicare.gov/NHCompare/home.asp)

Home Health Compare uses the Outcome and Assessment Information Set (OASIS), which is a group of data
elements that represent core items of a comprehensive assessment for an adult home care patient.
(www.medicare.gov/HHCompare/Home.asp)

MEDPAR. The Medicare Provider Analysis and Review (MEDPAR) File contains data from claims for services
provided to beneficiaries admitted to Medicare certified inpatient hospitals and skilled nursing facilities (SNF).
(www.cms.hhs.gov/IdentifiableDataFiles/05_MedicareProviderAnalysisandReviewFile.asp)
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physicians who make changes that achieve better
outcomes.19 BTE focuses on areas with a deep
history of measurement: diabetes care,
cardiovascular care, and patient self-management
systems. Participating physicians receive bonus
payments and are highlighted in provider directories,
helping employees and their families make informed
choices.20

In California, the Integrated Healthcare Association
(IHA) works with health plans, medical groups and
independent practice associations to reward quality
in three domains: clinical, patient satisfaction, and
adoption and use of information technology (e.g.,
electronic health records or EHRs) and computer
physician order entry (CPOE) by practitioners.21 To
avoid antitrust problems, rewards are established by
each insurer based on performance rather than by
IHA. Currently, 35,000 California doctors—
responsible for 6.2 million patients per year—are
involved in the program.22 In 2005, IHA paid out an
estimated $80 million in rewards.23

A similar organization, the Leapfrog Group, rewards
hospital performance via public recognition and
bonus payments to hospitals that report data in
several areas of patient care—heart bypass and
coronary angioplasty surgery, treatment of heart
attacks and pneumonia, and births and neonatal
care.24 These areas account for 20 percent of
commercial inpatient spending and 33 percent of
commercial admissions.25 (See chart, “Private
Efforts to Improve Quality.”)

Such private sector efforts have spurred interest in
P4P in Congress and the Administration. The
Medicare Modernization Act of 2003 authorized
several P4P efforts including:

Hospitals - Medicare now ties the annual increase in
Medicare hospital payment rates to hospitals’
participation in a “voluntary” quality reporting
program that has nearly universal participation.26 In
2005, Congress passed the Deficit Reduction Act,
which increases the penalty for nonparticipation and
directs the Centers for Medicare & Medicaid
Services (CMS) to develop a program to tie payment
to actual performance (instead of simply reporting).
In a limited demonstration that began in March 2003,
CMS also is collecting 34 quality measures and
paying rewards to Premier hospitals that score in the
top 20 percent of those participating. The worst
performers are penalized.27,28 After the first year of
the program, CMS awarded $8.9 million to hospitals
that showed measurable improvements in care.29

(See chart, “Premier Demonstration Results.”)

Doctors - A three-year CMS demonstration program
known as Doctors’ Office Quality (DOQ) focusing
on chronic conditions is designed to develop and test
a quality measurement program for physicians.30 A
second project, DOQ-IT, will promote the adoption
of information technology use by physicians.31

Interest in P4P continues to grow. In the 109th
Congress, Senators Charles Grassley (R-Iowa) and
Max Baucus (D-Mont.) – both senior members of the
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Private Efforts to Improve Quality

Organization
Bridges to Excellence

(BTE)
Integrated Healthcare

Association (IHA)
The Leapfrog Group

Quality
Measures

Physician performance.
Outcomes in diabetes
care, cardiovascular
care and patient self-
management systems

Physician performance.
Three domains: technical
aspects of medical care,
patient experience &
satisfaction, and use of
information technology

Hospital performance.
Self-reported data on heart
bypass & coronary
angioplasty surgery,
treatment of heart attacks &
pneumonia, and births &
neonatal care

Rewards

Physicians receive
bonus payments and
are highlighted in
directories

Includes 35,000 California
doctors and in 2005, paid
$80 million in rewards

Public recognition and
bonus payments



Senate Finance Committee – introduced the
“Medicare Value Based Purchasing Act of 2005” (S.
1356), which would provide rewards to providers
who reach or exceed a performance threshold
established by the Secretary of Health and Human
Services.

In the House of Representatives, Rep. Nancy
Johnson (R-Conn.) introduced the “Medicare Value-
Based Purchasing for Physicians’ Services Act of
2005” (H.R. 3617), which would create a P4P
program for Medicare physicians. 

In August 2006, President Bush signed an executive
order with the goal of promoting the quality and
efficiency of healthcare. Among other things, the
executive order requires federal agencies that
provide health services to beneficiaries to implement
quality measurement systems for health services
and to develop “approaches,” such as pay for
performance systems, to encourage the provision of
high quality care.32

IMPROVING  PATIENT  SAFETY

Patient safety is an essential
component of health care quality. A
1999 report by the federally chartered
Institute of Medicine (IOM) estimated
that as many as 98,000 Americans die
each year as a result of avoidable
patient safety errors.33 That report,
along with others, helped spur a
national debate over how to reduce
errors and improve safety. 

While errors often involve one or more
persons making mistakes, many errors
result from systems that fail to detect
and prevent mistakes before they can
harm patients. For example, poor
patient tracking systems can result in
patients being misidentified and
receiving inappropriate care.  Poor
upkeep and maintenance practices in
hospitals can lead to equipment
failures.  System problems that result
from facility design (such as poor
ventilation systems or lack of adequate
handwashing stations in hospitals) can
contribute to hospital-acquired

infections.34 Failure to adopt and appropriately
implement health information technology such as
computer physician order entry into a health care
setting can contribute to medication errors.35

Since the IOM report, there have been some signs of
progress.

- The federal Agency for Healthcare Research and
Quality (AHRQ) has created a Center for Quality
Improvement and Patient Safety to conduct and
fund research into patient safety and disseminate
information on the best ways to prevent errors
from happening.36

- The Leapfrog Group, referred to earlier, was cre-
ated to initiate breakthrough improvements in
the safety, quality and affordability of health
care. Leapfrog encourages the adoption of prac-
tices such as computer physician order entry
(CPOE), evidence-based hospital referrals,
intensive care unit physician staffing and adop-
tion of a group of 30 safe practices.37

- The Institute for Healthcare Improvement (IHI)
launched the “100,000 Lives Campaign,” an ini-
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PREMIER DEMONSTRATION RESULTS: PROCESS
IMPROVEMENT OF FIVE CLINICAL AREAS, 2003-2005

Source: Premier, Inc. (2005). "Groundbreaking Pay for Performance Project Reports Quality of
Care Improvement at Participating Hospitals." News release, May 3.
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tiative to engage U.S. hospitals in a commitment
to implement changes in care proven to improve
patient care and prevent avoidable deaths.38

- The Joint Commission on Accreditation of
Healthcare Organizations (JCAHO) has institut-
ed a number of patient safety efforts including
one to identify “sentinel events”— events such
as an injury or a death that signal the need for an
immediate investigation and response — and
take action to prevent their recurrence. JCAHO
has also implemented a set of 11 requirements
for improving the safety of patient care in health
care organizations.39

In 2005, Congress enacted the Patient Safety and
Quality Improvement Act. This law enables
providers to contract voluntarily with Patient Safety
Organizations (PSOs) to identify and analyze threats
to patient safety and to make changes necessary to
improve outcomes. Importantly, providers can report
problems without fear that data will be disclosed or
used in legal or administrative proceedings against
them.40 PSOs will work with hospitals and medical
practices to collect information about patient safety
incidents, including “near misses”— errors that do
not ultimately harm the patient — to help determine
the root cause of the problem and identify ways to
change systems to avoid such errors in the future.

Prior to the legislation only a handful
of such organizations existed. With
the new legal authority and protection
that number is expected to grow.

IS  IT THE  ANSWER?

Health information technology (IT)
uses computers, software programs,
electronic devices and the Internet to
store, retrieve, update, and transmit
information about patients’ health.   If
used correctly, health IT can give
patients and their doctors, nurses, and
other health professionals access to
the information they need when they
need it, so patients get the right care at
the right time.

Health IT is used in a number of
ways, including:

- Computerized ordering of medica-
tions, treatments, and tests; 

- “Telemedicine” care to people far from doctors’
offices and hospitals; 

- Sharing information among different hospitals
and doctors caring for the same patient; 

- Providing patients with access to their own
health information; and

- Creating electronic health records to combine all
of the information about a patient into one digi-
tal file.

According to the eHealth Initiative, the adoption of
health IT reduces errors and improves the quality of
care delivered.41 For example, research has shown
that CPOE systems can reduce preventable
medication errors by as much as 55 percent because
they ensure, at a minimum, that orders are complete,
standardized and legible.42 (See chart, “Percent of
Physicians in Practices with IT for Specific Clinical
Activities in 2000-01 and 2004-05.”)

But our nation’s health care system is still
overwhelmingly paper-based.  According to the
Healthcare Information and Management Systems
Society, only 24 percent of hospitals have electronic
health record systems in place.  And research by the
U.S. Centers for Disease Control and Prevention
shows that in 2001-2003:
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PERCENT OF PHYSICIANS IN PRACTICES WITH IT
FOR SPECIFIC CLINICAL ACTIVITIES

IN 2000-01 AND 2004-05

Source: Community Tracking Study Physician Survey, cited by Marie Reed and Joy Grossman,
Data Bulletin No. 31, Center for Studying Health System Change, June 2006.

(www.hschange.com/CONTENT/848)
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- 31 percent of hospital emergency departments
had access to electronic health records; and

- 40 percent of hospital emergency departments
used computer-based prescribing systems.43

Cost is often cited as the biggest barrier to health IT
adoption, especially in rural areas and among the
estimated 75,000 small physician practices in the
U.S.  In fact, for many there is a negative incentive
to investing (in part due to concern that systems
purchased may soon become obsolete) and a high
failure rate among those who have tried to adopt
electronic health records. 

Providers aren’t the only ones resisting greater use of
health IT. Consumers are concerned that greater use
of electronic information will threaten their privacy.
For example, a 2005 Harris Interactive poll found: 

- 70 percent of respondents were concerned that
sensitive personal medical-record information
might be leaked because of weak data security.

- 69 percent expressed concern that there could be
sharing of medical information without the
patient's knowledge.44

According to a poll conducted in 2005 on behalf of
California HealthCare Foundation:

- 72 percent of adults believe that shifting to com-
puter-based medical record systems will increase
the occurrence of unauthorized break-ins to com-
puter systems/payment systems.

- Only 58 percent of respondents feel that their
medical records are secure when stored in elec-
tronic format. In contrast, 66 percent feel that
their medical records are secure when stored in
paper format.45

Recent high profile cases of identity theft validate
consumer fears. In April 2005, the medical records of
185,000 patients were compromised when two
computers were stolen from a California medical
group’s facilities.46 Eight months later, medical
records of more than 360,000 patients were stolen
from the care of employees of Providence Health
System in Washington State.47 The Government
Accountability Office has found that information
systems at CMS and its parent Department of Health
and Human Services are vulnerable to security
breaches.48

The Health Insurance Portability and Affordability
Act (HIPAA) establishes basic protections for
privacy of health information but efforts are being
made to strengthen those protections. (For details on
HIPAA protections, see the HHS website “Medical
Privacy – National Standards to Protect the Privacy
of Personal Health Information” at www.hhs.gov/
ocr/hipaa.)

Numerous efforts are being made to increase the use
of health IT. In 2004, President Bush created the
Office of the National Coordinator for Health
Information Technology to provide leadership for the
development and implementation of a health
information technology system that can
communicate across the country or even around the
world. Later that year, the president set a goal of
every American having an electronic health record
by 2014. In Congress, legislators have proposed a
wide range of health IT bills but none had been
enacted as of October 2006. An August 2006
executive order requires all Federal agencies that
provide health services to beneficiaries use, when
available, health information systems that meet
certain standards for making data easy to exchange.49

CHALLENGES  AHEAD

There is still much work needed to improve the
quality and safety of health care in the U.S.  

Areas requiring additional effort, analysts suggest,
include:

- Continued development and implementation of
evidence based-guidelines to support clinical
practice.50,51

- Improving accountability of hospitals, providers
and health plans for making quality improve-
ments that integrate best practices with delivery
of care.52

- Better tools, including report cards, to help pay-
ers and consumers choose care providers based
on quality.53

- Provider payments structured to reward
improvements in quality of care.54

- Broader use of health information technology to
reduce errors and improve safety.55

The challenge underlying each of these issues is how
to get key stakeholders to embrace a host of changes.
Providers are being asked to alter the way they
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deliver care and receive payment.   Practice
guidelines may intrude on a physician’s clinical
judgment and have been derided as “cookbook
medicine” in some quarters.56 Many providers need
convincing that a quality measure will lead to
improved quality before agreeing to conform to it.57 

Similarly, many doctors have resisted taking up
health care IT, citing a range of reasons, including
(1) perceived (and sometimes warranted58)  problems
with the technology,  (2) expense and (3) resistance
to modifying the way they conduct their work.59

Payment incentives will have to be adjusted in both
the public and private sectors to induce each
stakeholder to make necessary changes to improve
patient safety. 

Another challenge: Who should pay for IT?
Providers are expected to bear most of the health IT
system costs, while most of the benefits of such
systems accrue to others – insurers, patients and
governments.   

Fortunately, the movement toward quality
measurement and reporting appears to be gaining
ground. Faced with high costs and mixed results,
public and private purchasers of health care are
demanding more information about the quality and
efficiency of the U.S. health care system.

STORY  IDEAS

Do any hospitals in your area participate in the
Premier Quality Demonstration? If so, how are
those hospitals performing?

How much care do people in your region receive
compared to other areas and why? Are there
legitimate health differences that account for any
variation in services provided? If so, are there
health concerns in your area that that warrant
greater public awareness?  And if not, are there
other reasons—such as excess hospital beds, or
gluts or shortages of specialty providers—that
account for differences in amount of services
used. The Dartmouth Atlas project, which stud-
ies variations in the use of health care services
across health care markets, is a great resource for
stories on variation and can be found at
www.dartmouthatlas.org.

When does less care mean better care? Overuse
of care can be as large a problem as underuse and
unnecessarily burdens the health care system.
For example, a recent report by the Agency for
Healthcare Research and Quality found that
medication is just as effective as surgery for the
treatment of the condition that causes heart-
burn—a great example of a less intensive med-
ical intervention being as effective as the more
invasive and costly procedure.

How can you help consumers choose heath plans
or hospitals? Many states issue report cards on
the health plans and hospitals in the state.
Medicare publishes national report cards. But
most consumers don't know how to use them or
what they mean. Try translating a report card into
basic English for your audience.

Do employers in your area use health plans that
report HEDIS information and/or demand
NCQA accreditation?
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