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Medicare Pay for Performance

CMS appears to be moving slowly
but adamantly towards Pay for Per-
formance (P4P), and providers need
to be ready. There are two major
areas of preparation: 1. Develop-
ment of the infrastructure needed to
support collection, coding and
transmission of data as the P4P
program is implemented (currently
the pay-for-reporting phase); 2. Be-
ing prepared to change practice pat-
terns in order to improve compli-
ance with quality indicators.

Current Phase

Physicians:  For physicians and
other qualified providers, the Phy-
sician Quality Reporting Initiative
is a Medicare program that started
on July 1, 2007. It will pay physi-
cians a bonus for reporting on qual-
ity measures through the claims
system. The bonus will amount to
1.5% of Medicare allowed charges
during the reporting period of the
last six months of 2007 and will be
paid in a lump sum in the middle of
2008.

Hospitals:  With passage of the
Medicare Prescription Drug, Im-
provement and Modernization Act
(MMA) of 2003, Congress pro-

Pilot Projects

vided a financial incentive for all
prospective payment system (PPS)
hospitals to voluntarily report qual-
ity of care information so that con-
sumers can compare quality of care
and make better-informed deci-
sions.
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CMS developed the “Reporting
Hospital Quality Data for Annual
Payment Update” (RHQDAPU)
initiative. Under this initiative hos-
pitals submit data for specific qual-
ity measures for health conditions
common among people with Medi-
care that typically result in hospi-
talization.

For FY 2006, CMS required PPS
hospitals to submit data on 10 qual-
ity measures for three medical con-
ditions (acute myocardial infarc-
tion, heart failure and pneumonia.
PPS hospitals that did not partici-
pate in the RHQDAPU initiative by
reporting the required data by the
established deadlines received a 0.4
percentage point reduction in their
APU from Medicare.

On August 1, 2006, CMS published
an update to the RHQDAPU. For
the FY2007 APU, CMS requires
PPS hospitals to submit data on 21
quality measures for public report-
ing on four medical conditions:
acute myocardial infarction, heart
failure, pneumonia, and surgical
infection.

For the FY2008 APU, CMS has
published another update and now
requires PPS hospitals to submit
data on 24 quality measures, mor-
tality measures, and HCHAPS data.

Data published for these initiatives
iIs made available to the public on
www.HospitalCompare.hhs.gov. This
program enables the public to
access  reports on  hospital
performance for the indicators
selected by CMS.
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Obviously, as these programs de-
velop and people become aware of
the reports that can become avail-
able, pressure will increase on pro-
viders to improve quality of ser-
vice. Currently, hospitals in urban
areas are advertizing services that

THINGS TO WATCH

make them appear unique and at
the cutting edge. If P4P works and
the federal government continues
to fund the initiatives, providers
will be forced to address specific
quality issues related to services
related to the quality indicators.

Given the attention that the insur-
ance industry appears to be giving
the concept of P4P, especially on
the West Coast, one might assume
that we are seeing a preview of fu-
ture demands on providers.
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