Cost, Access, ud 'Quuli't




464  CHAPTER 12 e (ost, Access, and Quolity

Introduction

Cost, access, and quality are three major
cornerstones of health care delivery. For

many years, employers and third-party pay- -

ers in the United States have been preoccu-
pied with controlling the growth of health
care expenditures. Cost and access go hand
in hand, meaning expansion of access will
increase health care expenditures. This is
one main reason that attempts to implement
universal coverage in the United States have
failed in the past and why it remains diffi-
cult even in the post-ACA era. Although
cost and access have remained the primary
concerns within the US health care delivery
system, quality of health care has taken cen-
ter stage in recent years. Cost, access, and
quality are interrelated.

From a macro perspective, costs of
health care are commonly viewed in terms
of national health expenditures (NHE). As
pointed out in Chapter 6, a widely used
measure of NHE is the proportion of the
gross domestic product (GDP) a country
spends on the delivery of health care ser-

vices. From a micro perspective, health

care expenditures refer to costs incurred by
employers to purchase health insurance and
out-of-pocket costs incurred by individu-
als when they receive health care services.
Improving access to health care and equal
access to quality health care are contin-
gent on expenditures at both the macro and
micro levels.

High-quality care is also the most cost-
effective care. Hence, cost is an important
factor in the evaluation of quality. On the
other hand, quality is achieved by having up-
to-date capabilities, using evidence-based
processes, and measuring outcomes. Qual-
ity goals are accomplished when the system
capabilitics and practices employed in the

delivery of health care achieve desirapje
outcomes for individuals and populatiops,

This chapter discusses the major reg.
sons for the dramatic rise in health care
qxpendiﬁlfes- . Costs are compared with
those in other countries, and the impact
of cost-containment measures is exam-
ined. Dimensions of access are presented,
Finatly, quality of care and its measurement
are discussed.
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the private and public sectors. Health care
spending spiraled upward at double-digit
rates during the 1970s, right after the Medi-
care and Medicaid programs created a mas-
sive growth in access in 1965. By 1970,
government expenditures for health care
services and supplies had grown by 140%,
from $7.9 to $18.9 billion (DHHS 1996).
During much of the 1980s, average annual
growth in national health spending con-
tinued in the double digits, but the rate of
increase slowed considerably (Figure 12-1).

In the 1990s, medical inflation was finally

brought under control, down to a single-digit

tate of growth, mainly due to control over
payment and utilization through managed
care. The rate of growth has again started
to accelerate, but at a relatively slow pace

able 12-1).
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- Trends in NHE are commonly evaluated
in three ways. One is to compare medical
inflation to general inflation in the econonty,
which is measured by annual changes in the
consumer price index (CPI). Except for a
brief period between 1978 and 1981, when
the US cconomy was experiencing hyperin-
flation, the rates of change in medical infla-
tion have remained consistently above the
rates of change in the CPI (Figure 12-2). The
second method compares changes in NHE to
those in the GDP. With only isolated excep-
tions, health care spending growth rates
have consistently surpassed growth rates in
the general economy (Figure 12-3). When
spending on health care grows at a faster
rate than GDP, it means that health care con-
sumes a larger share of the total economic
output. Put another way, a growing share of

Figure 121 Avernge Annual Percentage Growth in US National Health Core Spending During 5-Year Periods, 1960—2010.
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Table 12=2 Total US Health Care Expenditures s a Proporfion of GDP and Per Capita Health Care Expenditures deli

(Selected Years, Selected OECD Countries; Per Capita Fxpenditures in US Dollars) ¢ “I’Eg rﬁ;
1990 1995 2000 2005 0y method. C

Austrafia 18 8.2 90 . 838 .g}n;?cd Statc
51,307 81,745 $2,220 7 62999 nomic resou

Austia 7.0 8.0 16 10.3
$1,338 41,870 2,184 63,507

Belgium 14 84 8.7 10.6
$1,345 51,820 52,219 $3,385

Conada 9.0 92 8.9 99
$1,737 52,051 52,503 43,460

Denmark 8.5 8.2 8.4 9.5
$1,567 51,848 2,382 $3,179

Finland 78 75 6. - 8.3
51,422 51,433 $1,718 $2,513

France 8.6 95 93 1.1
51,568 2,033 $2.456 $3,306

Germany 8.5 10.4 10.6 107
51,748 52,276 52,761 §3.251 -

Italy 19 13 8.1 89
1,391 1,535 52,049 $2,4%6

Jupen 59 6.8 1.6
51,115 1,538 51,971

Netherlands 8.0 8.4 8.3
$1,438 1,826 52,259

Sweden 8.4 8.1 8.4
1,579 61,738 52,273

United Kingdom 6.0 1.0 13
$986° $1,374 51,833

United States 19 13.3 131
42738 $3 654 $4.539

total econo

3

#Dgta from 2004
Source: Duta from Health, United Stotes, 2009, 9. 392; Health, United Stafes, 2071, p. 369.
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naged care proliferated,

recorded the fagtest anmual growth (9.3%)
since 1992 However, the rate of growth |
has been slowing down each yeatr (see i
10, the rate of growth :
9% over.2009. This
decrease is largely attributed to the most
S€vere recession the nation has experienced
» personal health care
paid mostly by private
£ 2.8%, the lowest rate
0 managed care imple-

since 1933, As a result
expenditures that are
Sources increased jus

et al. 2011). The ACA will be a major factor
in determining firtyre growth of health care
expenditures. Higher utilization of health
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care. gervices will no doubt lead to medi-
cal care cost inflation unless measures are
employed to slow down the rise in P and Q.
12010, health care spending in the United
States was $2.59 trillion, or 17.9% of GDP
(DHIHS 2013). According to the Congressio-
nal Budget Office, if present trends continue,
health care spending will amount to 25% of
GDPby 2025, 37% by 2050, and 49% by 2082
(CBO 2007). These forecasts portend that the
health care sector will remain one of the fastest
growing components of the US economy.

Should Health Care Costs Be Contained?

Americans View growth in expenditures in
other sectors of the economy., such as manu-
facturing, much more favorably than expen-
ditures on medical care. Increased medical
expenditures create new health care jobs, do
not pollute the air, save rather than destroy
lives, and alleviate pain and suffering. Why
shouldn’t society be pleased that more
resources are flowing into a sector that cares
for the aged and the sick? Tt would seem {0
be a more appropriate use of a society’s
resources than spending those same funds
on faster cars, fancy clothes, or other con-
sumable items. Yet, increased expenditures
for these other consumable items do not
cause the concern that arises when medical
expenditures increase (Feldstein 1994).
Unlike other goods and services in the
economy, health care is not delivered under
free market conditions (see Chapter 1). For the
consumption of various other goods and ser-
vices, the free market determines how much
people and the nation should spend, depend-
ing on their economic capabilities. In the
United States, the private sector and the gov-
ernment share roughly equally in the financ-
ing of health care. Ina quasi—market, such as

health care in the United States, it would be
almost impossible to determine how tauch
the nation should spend. Hence, in the United -
States, we depend on three main souxces to
assess whether we spend €00 much:

1. The first source is international com:
" parisons (Table 12-2), which is actu
ally not an unbiased tool because;
these other nations, the governmer
decides how much should be sp
on health care and various rationin

measures—such as supply-side c
trols, comparatively little spending
developing new technology, and p
controls (for pharmaceuticals,
example)—are used to maintain c¢
tain levels of predetermined spe

_ The second source is the tise inhe
insurance premiums in the p
sector. This is what triggered
employers to abandon tradition:
for-service insurance plans, some!
in the 1980s, and to seek emplo;
coverage through HEMO plan

. How much the governmen
spend on health care for
ries who reccive health ¢
yarious public insuran ;
the third source. Concern
short- and long-term
of the Medicare trust
cussed in Chapte

Lxperts generally
States spends to0 much©
therefore, expenditures I
The main reasons are a8

1. Rising health car
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are limited, rising health care costs
mean that Americans have to forgo
other goods and services when more
is spent on health care.

. Limited economic resources should
be directed to their highest valued
uses. In a fiee market, consumers
make purchasing decisions based
on their perception of value, know-
ing that an expenditure on one good
means forgoing other goods and
services (Feldstein 1994). In health
care delivery, comprehensive health
insurance creates moral hazard and
provider-induced demand (discussed
in Chapter 1), both of which fuel
inefficiencies in the consumption of
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insurance coverage (Kaiser Family
Foundation 2010), ‘

- Rising health care costs take a toll

on average- and low-income Ameri-
cans. The 2010 Commonwealth Fund
International Health Policy Survey
pointed out that affordability of health
care was one of the biggest economic
problems for many Americans (Health
Council of Canada 2010). Only 25%
of Americans were very confident in
their ability to afford care in case of
serious illness. Twenty-two percent of
Americans (compared to an average
of 8% in other countries) had a medi-
cal problem but did not visit a doctor
because of cost,

resources.

*.3. American businesses argue that ris-
ing insurance premium costs have
to be passed on to consumers in the
form of higher prices, which may
interfere with the ability of busj-
nesses to stay globally competitive.
For example, health insurance pre-
miums have consistently increased

faster than inflation in the general

~_economy or workers’ wages in recent

" years. Between 1999 and 2008,

. the cumulative growth in health

- insurance premiums was 119%,

- Whereas cumulative inflation was

29% and cumulative wage growth

was 34% (Kaiser Family Founda-

. tion 2009).

4. Rising premium costs limit the abil-
Aty of many employers, especially
small businesses, to offer health ben-
efits, and, when those benefits are
- offered, they limit the ability of some
employees to contribute toward the
purchase of employer-sponsored

6. The government has only limited
ability to raise people’s taxes, given
that most American tax payers believe
that they already pay more than their
fair share of taxes. Paradoxically,
as has been widely reported, half of
Americans, many of whom uge tax-
financed health care, pay no federal
income taxes (LS4 Today 2010).

Reasons for Cost Escalation

Numerous factors have been attributed to
rising health care expenditures. They inter-
act in complex ways. Hence, one cannot
Just point to one or two main causes. Gen-
eral inflation in the economy is a more vis-
ible cause of health care spending because
it affects the cost of producing health care
services through such things as higher
wages and cost of supplies. Some of the
other factors mentioned subsequently were
also discussed in earlier chapters. They are
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included here, along with additional perti-
nent details, to provide a comprehensive
picture of the reasons behind medical cost

inflation:

+ Third-party payment

+ Imperfect market

. (rowth of technology

« Increase in elderly population

« Medical model of health care delivery

+ Multipayer system and administrative
costs

» Defensive medicine

« Waste and abuse

» Practice variations

Third-Party Payment

Health care is among the few services

for which a third party, not the consumer,

pays for most services used, Whether pay-

ment is made by the government or by a

private insurance company, individual

out-of-pocket expenses are far lower than
the actual cost of the service (Altman and
Wallack 1996). Hence, patients are gener-
ally insensitive to the cost of care. Intro-
duction of prospective payment methods
and capitation has, to a large extent, mini-
mized provider-induced demand. How-
ever, the backlash against managed care
(see Chapter 9) from consumers and pro-
viders alike has, in a sense, kept the door
open to the overuse of high-cost technolo-
gies and other services. Also, fee-for-
service reimbursement and its discounted
fee variation are still widely used in the
outpatient sector of health care delivery.
Hence, provider-induced demand has not
been expunged from the system.

Imperfect Market

Prices charged by providers for health care
services are likely to be much closer to the
cost of producing the services in a highly
regulated or highly competitive market
(Altman and Wallack 1996). Because the
US health care delivery system follows
neither the highly regulated single-payer
model nor a free market model, utilization
remains largely unchecked; prices charged
for health care services remain higher than
the true economic costs of production (Alt-
man and Wallack 1996). A quasi-market
results in increased health care expenditures
because both Q and P remain unichecked.

Growth of Technology .
The United States has been characterized as.
following an early-start-fast-growth pat
in the adoption and diffu
procedures (TECH Research Networ
Factors that drive technology

New technology
develop, and costs incu
development (R&D) an
health care expenditu
ada and European nat
United States, have it
that they have propo
fess inR&D.
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the youngest age group is shrinking, Growty
of the elderly population is projected
tinue through the middle ofthe 21s¢ century
Between 2000 and 2030, the Proportion of
fche US population 65 years of age ang older
is expected to rise from 12.4% to 20%, that
1s, 1 in 5 Americans will be elderly in 2030
The number in the 85-and-older category js.
projected to more than double.

Elderly people consume rmore health
care than younger people. In 2009, the ayer.
age medical expenses for people 65 and
older were $10,082 PEr person, compared to
$3,931 per person for those under 65 (DHHS
2013). In other words, health care costs for
the elderly are 2.6 times more than those for

to con-

ure 12-5 Life Expectancy of Americans ot Birth; Age 65, ond Age 75, Selected Years, 1900~2010.
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Figure 12—6 Change in US Population Mix Between 1970 and 20
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the nonelderly. Hence, health care expendi-
tures are sure to rise unless drastic steps are
taken to curtail spending. Total Medicare
expenditures are projected to increase from
2.7% of GDP in 2005 to 9% of GDP in 2050
(Van de Water and Lavery 2006).

Medical Model of Health Care Delivery -

As discussed in Chapter 2, the medical
model emphasizes medical interventions
after a person has become sick. It does not
put equal emphasis on prevention and life-
style behavior changes to promote health.
Although health promotion and disecase
prevention are not the answer to every

health problem, these p
been accorded their I
US health care deliv
quently, more costly h
must be deployed
lems that could hay
example, smoking-1¢la
estimated to cost the
billion annually fo
and an additional $1¢€
ductivity (CDC 2003
that smoking cessa
the potential for.
without imposing 2l
on insurers and €f
Although the prevale




has been slowly declining, in 2007, 22.3v;
of American adult males and 17.4% of
women still smoked (NCHS 201 0b).

. Overweight conditions and  obesity

t is estimated that 68.5% of Americans
ge 20 and over are overweight, of which
5.3% are obese (DHHS 201 3). Overweight
nd obesity substantially elevate the risk of
cart disease, diabetes, some types of can-
ers, musculoskeletal disorders, and gaj]-

g in the United

($147 billion) could be attrib-

ed to overweight and obesity, rivaling
al attributed to smoking (Finkelstein et al.
09). Both Medicare and Medicaid spend
isproportionate share to treat overweight-

d ‘obesity-related health problems. On
€, obese Medicare beneficiaries incur

ultipayer System
Administrative Coss

nistrative costs are associated with
anagement of the financing, insur-
i and payment functiong, They
Mmanagement of the enrollment pro-
g up confracts with providers,
tocessing, utilization monitoring,
d > and marketing and pro-

. The enrollment process
yer-financed healih plans

ublicly financeq Medicaid and Medi-
grams inclydes determination of efj-
rollment, ang disenrollment, Fach
1185 associated costs. Private insugers
Marketing costs 1g promote and
lans, Providers have to deal with
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fUMEous plans in which the extent of bene-
fits and reimbursement is not standardized, It
is difficult and costly to remain current with
the numerous and changing rules and regu-
lations, Denials of payment result in rebill-
ing and follow-up. Denials of services result
in appeals and incur costs for the insurer to
Teview the appeals and for the provider to
furnish justifications for the delivery of ser-
vices. Utilization review and authorization
of care incur additional costs for both pay-
ers and providers, According to the Centers
for Medicare and Medicaid Services (CMS),
the administrative costs, taxes, profits, and
other nonbenefit expenses of private health
plans have averaged about 129% of preminms
(Lemieux 2005). The ACA requires health
plans to standardize electronic data exchange
to reduce administratiyve costs, although there
are no specific guidelines as to how informa-
tion must be transferred (Blanchfield et al,
2010). The ACA, however, addresses & min-
uie portion of the total administrative costs;
hence, its likely effects will be negligible,

Defensive Medicine

The US health care delivery system is chay-
acterized by litigation risks for providers
{see Chapter 1). Fear of legal liability is one
of the main reasong for carrying out unneces-
sary cesarean sections, for example, becauge
it makes it easier to defend a potentiaj
birth injury cage. Unrestrained malpractice
awards by the courts and Increased malprac-
tice insurance premiums for physicians add
significantly to the cost of health care,

Fravd and Abuse

Fraud and (system) abuge are another
type of waste in health care, which were
introduced in Chapter 6. Franqd involves
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a knowing disregard of the truth. It has
been identified as a major problem in the
Medicare and Medicaid programs. Fraud
occurs when billing claims or cost reports
are intentionally falsified. Fraud may also
occur when more services are provided than
are medically necessary or when services
not provided are billed. Upcoding is another
fraudulent practice in which a higher priced
service is billed when a lower priced ser-
vice is actually delivered. These practices
are illegal under the False Claims Act.

Under the Anti-Kickback statute
(Medicare and Medicaid Patient Protection
- Act of 1987), it is illegal to provide any
remuneration to any individual or entity
in exchange for a referral for services to
be paid by the Medicare or Medicaid pro-
gram. Knowingly providing such financial
inducements amounts to a federal crime
punishable by imprisonment. Stark Laws
prohibit physician self-referral for labo-
ratory or other designated health services
(see Chapter 5).

Practice Varintions

The work of John Wennberg and others
brought to the fore a disturbing aspect of
physician behavior, accounting for wide
variations in treatment patierns for similar
patients. Numerous studies in the United
States and abroad have documented notable
differences in utilization rates for hospital
admissions and surgical procedures among
different communities, as well as for the
same specialties (Feldstein 1993). These
practice variations are referred to as small
area variations (SAV) because the differ-
ences in practice patterns have only been
associated with geographic areas of the
country. For example, in earlier studies,

variations in the rate of tonsillectomieg
in New England counties could not be
explained by differences in the demograph-
ics or other characteristics of the popula.
tions studied (Wennberg and Gittelsohy
1973); the overall inpatient hospital ugilj-
zation by an aged population in East Bog.
ton was higher than that by an equivalent
population in New Haven (Wennberg et

al, 1987). More recent investigations op :
regional differences in Medicare spending -

demonstrated that higher rates of inpatient
based care and specialist services wer
associated with higher costs but not wit
improved quality of care, health outcomes
access to services, or satisfaction with car

variations similar t
States also exist in those
indicate that patients.
country are receiving ¢
whereas otbers may
Medical opinions ofte
priateness of clinica
physicians use differe
admissions and surgic
telsohn and Powe

by
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Cost Containment ~Regulutory
Approaches

because system-wide cost confrols are
almost impossible to implement in a quasi-
market system. Cost-containment measures
in the United States have been piecemeal,
affecting only certain targeted sectors of the

ot rates of inpatien
ilist services we
costs but not
e, health outco
itisfaction with ca
J3b). This variatio
-two-fold, cannot |
T, Tace, pricin

iciencies in the
ystern because.

op-down control over total expenditures.
¢y establish budgets for entire sectors of
health care delivery system. Funds are
tibuted to providers in accordance with
¢ global budgets, Thus, totat spending

s within established budget lim-

ist for phys'i' The downside to this approach is that,

'e’:;’a or ‘Br'- I fixed budgets, providers are not as
an : '

$ponsive to patient needs and the system

Vides little incentive to be efficient in the
very of services. Once budget alloca-
 are used up, providers are forced to cut

ergency. This top-down approach
sharp contrast to the “bottom-up”
¢h used in the United States, where
ider and MCO establishes its own

Many attempts to control health care spend-
ing have been undertaken in the United
'States; however, most of these attempts
“have met with only limited success, mainly
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fees or premiums (Altman and Wallack
1996), Competition, created by employers
shopping for the best premium rates and
by MCOs contracting with providers who
agree to favorable fee arrangements, deter-
mines what the total expenditures will be,
To some extent, the United States also uses
regulatory cost control, although it is not
as comprehensive as it is in countries with
national health care programs,

Cost-control efforts in the United States
are characterized by a combination of gov-
ernment regulation and market-based com-
petition. A fragmented approach to cost
control allows providers to shift cosis (see
Cost Shifting in Chapter 6), mainly from
low payers to higher payers or from one
delivery sector to another. For example,
when regulatory controls are employed to
Squeeze costs out of the inpatient sector,
providers experience reduced revenues
from inpatient services. To make up for

the lost revenues, they increase utilization
of outpatient services if that sector 18 free
of controls. In another scenario, when the
govemnment implements cosi-contro]l mea-
sures, providers may start charging higher
prices to private payers. This practice is
very common in the nursing home industry,
in which reimbursement is restricted under
Medicaid rate-setting criteria. In this case,

nursing home administrators make a con-

scious attempt to make up for lost revenues

by admitting more private-pay residents
and by establishing higher private-pay
charges.

Regulatory approaches to cost contain-
ment, in the United States and elsewhere,
typically control health care supply, prices,
and utilization (Exhibit 12-1). Supply-side
controls (health planning) enable policy
makers fo limit the number of hospital
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Exhibit 121 Regulotion-Based and Competition-Bused Cost-Contginment Strategies

riven competition:

filization confrols

beds and diffusion of costly technol-
ogy, but regulatory limits on the health
care system’s capacity inevitably cre-
ate monopolies on the supply side. To
make sure that these artificially created
monopolies do not exploit their eco-
nomic power, health planning is always
coupled with stiff price and budgetary
controls (Reinhardt 1994}.

Health Plun'ning

Health planning ref
undertaking to align
care resources S0 that,
of the government,
desired health o
The planning function.b
a centrally controlle




program so that the basic heaith care needs
of the population are met and expenditures
are maintained at predetermined levels.
-+~ The central planning function does not it
~well in a system in which more than one-hajf
“of health care financing is in private hands
-and there is no central administrative agency
+to monitor the system, Instead, the types of
‘health care services, their geographic dis-
'-ﬁibution, access to these services, and the
i’)ﬁces charged by providers develop inde-
pendently of any preformulated plans, Ley-
els of expenditures cannot be predetermined,
and such a system is not conducive to achicy-
mg broad social objectives, Nevertheless, the
United States has tried some forms of health
lanning on voluntary or mandated bases, but

ese efforts have met limited success,

olth Planning Experiments in the
fed States
e of the early efforts to control heaith
costs in the United States took the form
oluntary health planning, with the goal
minimizing duplication of services. In
19305 and 1940s, communitywide vol-
organizations, called hospital coun-
Were established by hospitals in some
e largest cifies, Hospitals agreed to
r consolidate services, or they traded
losing of a service in one hospital for
ansion of another service (Williams
) Voluntary planning worked only on
ited basis and ouly in instances where
Ipating hospitals could gain an advan-
ough cooperative planning, Con-
ly, voluntary planning contributed
Overall efficiency (Gottlieb 1974).
Tederal govermment got involved in
lanning after the passage of Medi-
Medicaid in the 1960s. Soon there-
Ognizing the increasing dollars the
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federal government was putting into healih
care, Congress concluded that it had the
right to control escalating costs (Williams
1995). The comprehensive health planning
}egislaf:ion of the mid-1960s mandated the
establishment of local and state health plan-
ning agencies. These agencies assessed
local health care heeds and advocated better
coordination and distribution of resources.
However, the agencies had little or no actyal
regulatory power and were largely ineffec-
tive (Williams 1995). When these agencies
were evaluated, planned and unplanned
arcas were found to have the same amount
of duplication of facilities and services and
the rate of increage in hospital costs were
the same (May 1974),

Certificate-of-Need Statutes

As discussed in Chapter 5, certificate-of.
need (CON) siatutes were  state-enacted
legislation whose primary purpose was
to control capital expenditures by health
facilitics. The CON process required prior
approval from a state government. agency
for the construction of new facilities, expan-
sion of existing facilities, or acquisition of
eXpensive new technology. Approvals were
based on the demonstration of a commu-
nity need for additional services. Although
the reasons given for the CON legislation
were better planning of resources and con-
trol of increasing expenditures, the adoption
of CON was easier in states having greater
competition among hospitals (Wendling and
Werner 1980), indicating that hospitals sup-
ported CON legislation when it was to their
own benefit. These hospitals did not want
additional capital spending on new congtryc-
tion and equipment by their competitors,
CON laws did not seem to lower hospi-
tal expenditures on a per patient-day basis,
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CON also represented a conservative
approach to containing the rise in hospital
costs because it did not address reimburse-
ment and provided no incentives to change
utilization behavior in patients or physi-

cians (Feldstein 1993). In the case of nursing -

homes, however, CON regulations have been
used to contain Medicaid costs. In the face
of a growing demand for nursing home beds,
CON regulations have restricted the supply
of nursing home beds that otherwise would
have been utilized. More recently, the Home
and Community Based Services (HCBS)
waiver program—also referred to as 1915(c)
waivers (see Chapter 10)—has been used to
curtail nursing home utilization and costs.

Price Controls

Perhaps the most important effort to con-
trol prices of inpatient hospital care was

$12,000 -
$10,000 -
$8,000 -
56,000 -
$4,000 -
§2,000 -

S0 SRR

Figure 127 Inwrease in US Per Capit Medicare Spending, Selected Years, 1970~2008.

the conversion of hospital Medicare reim-
bursement from cost-plus to a Prospective
payment system (PPS) based on diagnosis.
related groups (DRGs) authorized under the
Social Security Amendments of 1983 (see
Chapter 6). The DRG-based reimburse-
ment significantly rednced growth in inpa-
tient hospital spending but had litile effect
on total per capita Medicare cost inflation
because costs were shifted from the inpa-
tient to the outpatient sector (Figure 12-7),
As explained in Chapter 6, Medicare has
implemented other price-control meagireg
through various reimbursement methods
that apply to physicians, home health care, |
and various inpatient service- Providers,
These programs seem to have been SUg-
cessiul. For example, before the implemen.
tation of the resource-based relat; e iralﬁe'

scale (RBRVS) for physician payme
per capita Medicare spending for physicia

i

1970 1980

1990

— Totel Medicare

-~ == Inpatient hospila!

Source: Data from Health, Uited States, 2010, p. 402; National Center for Health Stofisics.
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services had increased at an average annuaj
rate of 11.7% between 1980 and 1990,
. After RBRVS, per capita Medicare spend-
. ing for physician services increased by
only 5% annually between 1995 and 2005,
based on data from the CMS. States have

edicare reim

2

rug, Improvement, apd Modemization
ct, the US Congress asked the Institute
{ Medicine (TOM) to asgess the potential

P implementing pay-for-performance
(P4P) methods in the Meg;

adverse consequences of P4P could include
creased access to care, increased dispari-
care, and impediments to innovation,

M argued that, if Medicare payment
bires were left unchanged, they would
barrier to impraved quality of care,
esearch to date does not show that

ould si gnificantly improve outcomes
trol costs (Kruse et a]. 2012; Ryan
Tnlonger term, improvements gained
118t few years of implementation tend
(Jha et a1, 2012; Werner et al. 2011).
ere is little evidence that hospitals
Tespond to P4P incentives (Nicholas
011). To the contrary, if PAP were 1o
4 Ievenue loss for providers or cost
s for payers, there would be negative
ons (Kruse et al. 2012). Despite
troversies, the ACA has directed the
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CMS to establish a Value-Based Purchas-
ing Program (VBP) for Medicare payments
to hospitals. The law also directs the CMS
to expand VBP to other areas of health care
delivery, such as home health agencies and
skilled nursing facilities, ‘

The Medicare Program is not alone in
considering P4P strategies, As of July 2006,
more than half of the stateg have instituted
P4P in their Medicaid programs (Kuh-
merker and Hartman 2007). While these
programs are in the early stages of develop-
ment, CMS ig offering technical assistance
to states for implementing and evaluating
P4P. One of the largest is the MassHealth
P4P program, implemented in 2008 by the
Massachusetts Medicaid Program. Similar
to P4P in Medicare, evaluation of this pro-
gram has so far found only a limited effect
on quality improvement (Ryan 2009).

There are more than 40 P4P programs
in the private sector (James 2012). The Cal-
ifornia Integrated Healthcare Association’s
(THA’s) statewide P4P program, operated
since 2003, is so far the largest and longest
running private-sector P4P experiment in
the United States (James 2012), However,
despite the investment by health care orga-
nizations, especially for information iech-
nology (IT) adoption and data collection, no
“breakthrough quality improvements” have
been achieved and no evidence of “any sav-
ings or moderatiog in cost trends” has been

found (Damberg et al. 2009,

Peer Raview

The term peer revien refers to the general
process of medical review of utilization and
quality when it is carried out directly by or
under the supervision of physicians (Wil-
son and Neuhauser 1985). Based on this
concept, the Socia] Security Amendmenis
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of 1972 required the establishment of Pro-
fessional standards Teview organizations
(PSROs). These associations of physicians
reviewed professional and institutional set-
vices provided under Medicare and Medic-
aid. The stated purpose was monitoring and
control of both cost and quality. When Con-
gress evaluated the performance of PSROs
for their cost-control effectivencss, the pro-
gram had not produced any net savings.
Because of their questionable effectiveness,
the PSROs were replaced in 1984 by a new
system of peer review organizations (PROs),
pow called quality improvement organiza-
tions (QIOs). QI0s are private otganizations
composed of practicing physicians and other
health care professionals in each state who are
paid by the CMS under contract {0 review the
care provided to Medicare beneficiaries. 1O
control utitization, QIOs determine whether
care is reasonable, necessary, and provided in
the most appropriate setting.

Cost Contuinment —Competitive
Approuhes

Competition refers to rivalry mong sell-
ers for customers (Dranove 1993). In
tealth care delivery, it means that provid-
ers of health care services will try t0 attract
patients who can choose among, several
different providers. Although competition
pore commonty refers to price competition,
it may also be based on technical quality,
amenities, access, O other factors (Dranove
1993). Because competition 18 an essenfial
element for the operation of free markets,
competitive approaches are also referred 10
as market-oriented approaches. Competi-
tive strategies fall into four broad catego-
ries: demand-side incentives, supply-side

regulation, payer-driven price competition,
and utilization controls (Exhibit 12-1).

Demand-Side Incentives

The underlying notion of cost sharing is

{hat, if consumers Pay out of pocket a larger

share of the cost of health care services they

use, they will consuine gervices more jﬁdi:

ciously. In essence, cost sharing encourages

consumers to ration their own health care

For example, cost sharing leads people &

forgo professional services for minor ail

ments, but not for serious problems (Won

et al. 2001). _
Clost sharing (now 2 common feafur

of almost all health plans) became popul:

after the Rand Health Insurance Ex &

ment empirically demonstrated the off

of cost sharing. The most comprehenst

study of its type, the experiment ran

1974 through 1981. Tt enrolled mo

7,000 people into 1 of 14 different I

plans. They included a free plan car

no deductible of copayments. Th

plans involved varying degrees of ¢

ing. It was found that cost sharing 18

in lower costs, compared 10 the fr

Coinsurance rates of 5% resulted

decline in expenditures - because

pocket costs reduced health care utiliz

Increased coinsurance rates resul

iher declines in ut! \ization and exp

Another important finding of

Expetiment was that lower utjlizat

to cost sharing did not ‘affect

qures of health status.P¢

in the free plan did better 1 th

vision, blood pressure; and

but the average appr?ise m
for people on the free pia-.
the risk for those with €€

stein 1993).

Supply-S
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Supply-Side Regulation

nts or their surrogates o obtain needed
ormation on cost and quality. Payer-driven
petition in the form of managed care has
ome the drawbacks of patient-driven

5 of health services (competition
toviders).

d care also helps overcome some
ther inefficiencies of an imperfect
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health care market. The utilization controls
in managed care (discussed in Chapter 9)
have cut through some of the unneces.
Sary or inappropriate services provided to
Consumers. Managed care is designed to
intervene in the decisions made by care
providers to ensure that they give only
appropriate and necessary services and
that they provide the services etficiently,
MCOs base this intervention on informa-
tion that is not generally available to con-
sumers. MCOs thus act on the consumer’s
behalf (Dranove 1993).

The Affordable Care Act
and Cost Containment

To keep the cost increase spiral from ris-
ing unsustainably, some cost-contro] mea-
sures are essential, The main cost-control
neasures under the ACA pertain to Medi-
care payment cuts to providers. Also, it js
believed that competition among health
plans through the exchanges would con-
trol the cost of health insurance premiums,
Yet, various mandates imposed on health
plans will increase premium costs, which
will be borne mostly by employers who
offer health insurance and their employees,
because they will not get government sub-
sidies. It is not clear whether expansion of
the prescription drug benefit under Medi-
care Part D, by phasing out the coverage
gap, is cost neutral. Another major impact
on costs will come from the various new
taxes imposed under the ACA. For exam-
ple, excise taxes imposed on insyrance
companies based on their health insurance
premium revenues, the 2.3% excise tax
on medical devices, and taxes on phar-
maceutical companies will alf be passed
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on to consumers eventually. To assess the
ACA’s future impact on health care costs,
it is currently unclear how the government
will report health care expenditures. For
example, will the government subsidies
that will be paid to millions of Americans
to purchase health insurance be fully cap-
tured as health care costs? What about the
costs associated with the expansion of the
Internal Revenue Service that are associ-
ated with the collection of the various taxes
and penalties called for specifically by the
ACA? On the other hand, some advocates
assert that the ACA will be able to conirol
health care costs (Kaiseredu.org 2013;
Zuckerman and Holahan 2012). For now,
let us hope that these advocates are right.

Access to Care

Access refers to the ability of a person to
obtain health care services when needed.
More broadly, access to care is the ability
to obtain needed, affordable, convenient,
acceptable, and effective personal health
services in a timely manner. It may also refer
to whether an individual has a usual source
of care (such as a primary care physician),
indicate the ability to use health care ser-
vices (based on availability, convenience,
referral, efc.), or reflect the acceptability
of particular services (according to an indi-
vidual’s preferences and values). Access
has several key implications for health and
health care delivery:

» Access to medical care is one of the key
determinants of health, along with envi-
ronment, lifestyle, and heredity factors
(see Chapter 2).

+ Access is a significant benchmark
in assessing the effectiveness of the

medical care delivery system. For
example, access can be used to evalyate
national trends against specific goals,
such as those proposed in Healthy Peo.
ple 2010 and 2020 (see Chapter 2).

» - Measures of access reflect whether
or not the delivery of health care s
equitable. -

+ Access is also linked to quality of care
and the efficient use of needed services,

Framework of Access

The conceptualization of access to care -
can be traced to Andersen (1968) and was
later refined by Aday and Andersen (1975)
and Aday and colleagues (1980), Andersen
(1968) believed that, in addition’ to need
predisposing and enabling conditions al
prompt some people to use m :
services than others. Predisposing -con
tions include an individual’s:socio
graphic characteristics, “such’
education, marital status, fainil
and ethnicity, and religiou
These factors indicate a pe
sity to use medical care. For
ing everything else constant, elde
are more likely to use m
young people. The enablin
are income, socioeconori
of medical services, finan
services, and occupation. Th
individual’s means, enablin
use medical care. For ex
everything else constant;
incomes are more likely to
than those with low inc_:
in countries that do not:
health insurance.

The distinction be




assess the equity of a health care system
(Aday et al. 1993). To the extent that signif-

n Healthy Peo.

Chapter 2). -

* This access to care model has been
xpanded to include characteristics of health
olicy and the health care delivery system

day et al. 1980), Examples of healih
olicy inctude major health care financing

tiatives (Medicare, Medicaid, and CHIP)

d organization of health services deliy-

(Medicaid managed care, community
alth centers), Characteristics of the health
delivery system include availability
olume and distributiopn of services) and
ization (mechanisms of eniry into and
ment within the system). Both health

y and the health care delivery system
sgregate components in confrast to

i mponents of predispos-

and need characteristics, The

aided mode] Tecognizes the importance
emic and structural barriers to access
-useful in comparing access {o care
 countries with different health poli-

sposing €0
P’s ‘sociode

—8). According to

mework, access to careisa two-stage
102 managed care environment,
1St stage, individualg select among
lth plagg available to them, con.
Y- structural, financial, and per-
acteristics, In the second stage,
eek medica] care, constrained
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by both plan-specific and nonplan factors,
The framework accounts for people enrg]]-
ing and staying with the plan or disenrolling,
It also links actual utilization with clinical
and policy outcomes. Although compre-
hensive models age useful in conceptualiz-
ing access to care, they are difficult to test
because of the range of variables and the
differing levels of analysis they require.

Dimensions of Access

Penchansky and Thomas ( 1981) described
access to care ag consisting of five dimen-
sions; availability, accessibility, accom-
modation, affordability, and acceptability.
Availability refers to the fit between ser-
vice capacity and individuais’ require-
ments. Avéﬂability-related issues include
whether Primary and preventive services
are available to patients; whether enabling
services, such ag transportation, language,
and social services, are made available by
the provider; whether the health plan has
sufficient specialists to care for patients’
needs; and whether access to primary care
services is provided 24 hours a day, 7 days
a week,

Accessibility refers 1o the fit between the
locations of providers and patients, [t is likely
that individuals with different enabling condj-
tions (e.g., transportation) may have different
perceptions of accessibility, Accessibility-
related jssyeg inclide convenience (Can
the provider be reached by public or private

ortation?), design (Is the provider site
designed for convenient use by disabled or
elderly patients?), and payment options (Wil
the provider accept patients regardless of pay-
ment source [e.g., Medicare, Medicaid}?).

Affordabilityrefers toindividuals’ability
to pay. Even individualg with insurance ofien
have to consider deductibles and Copayments
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Figure 128 Framework for Access in the Managed Care Context.
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prior to utilization. Affordability-related
questions include: Are insurance premiums

compatlble w1th mos
way of life? Can most
be seen within 1 hour? anmo

too high? Are deductibles and copayments
reasonable for the services covered under
the plan? Is the cost of prescription drugs
affordable?

Accommodationrefers to the fitbetween
how resources are orgamized to provide
services and the individual’s ability to use
the arrangement. Accommodation-related

requests for routine 2p
preventive exams, b
Does the plan permit W




- Acceptability is based on the attitudes
of patients and providers and refers to the
ompatibility between patients’ attitudes

Types of Access

dersen (1997) described four main types
cess: potential access, realized access,
uitable or inequitable access, and effective
 efficient access. Potential access refers
oth health care system characteristics and
ling characteristics. Examples of health
: system characteristics include capacity
physicianwpopulation ratio), organiza-
.2, managed care Penetration), and
ancing mechanismsg (e.g., health insur-
Coverage). Enabling characteristics
€ personal (e.g,, income) and commu.-
sources (e.g., public transportation),
Realized access refers 1o the type,

'vieWW, . 4 {199

¢ type of utilization refers to the
ty.-of services rendered: physician,

I other practitioners; hospiial or
. care admission; prescriptions;

“quipment; and so on. The site of
on refers 6 the place where ser-
ecetved (e.g., inpatient setting,
hort-stay hospital, mental instity-
ursing home; or ambulatory set-
4s hospital ouipatient department,
/ d8partment, physician’s office,
"HMO, public health clinic,
health center, freestanding

del

‘h’—_-
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emergency center, or patient’s home). The
burpose of utilization refers to the reason
medical care wag sought: for heaith mainte-
nance in the absence of symptoms (primary
Prevention), for the diagnosis or treatment
of illness to return to well-being (secondary
prevention or jllness related), or for reha-
bilitation or maintenance in the cage of a
chronic health problem (tertiary prevention
Or custodial care).

Equitable access refers to the distriby-
tion of health care services according to the
patient’s self-percejved need (e.g., symp-
toms, pain, physical and functional status)
or evaluated need ag determined by a health
professional (e.g., medical histo , test
results). Inequitable access refers to services
distributed according to enabling character-
istics (e.g., income, insurance status),

Effective and efficient care links real-

ized access to health outcomes (Tnstitute of
Medicine 1993). For example, does ade-
quate prenatal care lead to successtul birth
outcomes as measured by birth weight? Tg
immunization related to reduction of vac.-
cine-preventable childhood diseases, such
as diphtheria, measles, mumps, pertussis,
polio, rubella, and tetanus? Are preventive
services related to the early detection and
diagnosis of treatable diseases? The con-
cepts of effectiveness and efficiency link
access to quality of care.

Measurement of Access

Using the conceptual models, access can
be measured at three different levels: indi-
vidual, health plan, and the delivery system.
Access indicators at the individual leve]
include (1) measures of medical services
utilization relative to enabling and predis-
posing factors, while controlling for need

for care (Aday and Andersen 1975) and
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(2) the patient’s assessment of ihe interac-
tion with the provider. Examples include
differences in physician visits by race/eth-
nicity, gender, age, income, and insurance.
patients’ perceived level of access is closely
related to patient satisfaction with care and
is part of the access framework (Aday et al.
1984).

At the health plan level, indicators
include (1) plan characteristics that affect
enrollment, such as cost of premium,
deductibles, copayments, coverage for
preventive care, authorization of new and
expensive procedures, physician referral
incentives, and out-of-plan use; (2) plan
practices that affect access, such as travel
time to a usual source of care and wait-
ing time o se¢ & physician (accessibility),
whether an appointment is necessary, hours
of operation, language and other enabling
services (accommodation), the content of
provider—patient encounters, including tests
ordered and done, and referral to specialists
(contact); and (3) plan quality as measured
by HEDIS (see Chapter 9) and patient satis-
faction surveys.

Indicators of access at the level of the
fealth care delivery system comprise €co-
logical measures that affect populations
rather than individuals, System indicators
help study access in an gnvironmental con-
text, that is, how context affects the access
of persons and groups. Examples of system
access indicators include health policies
Or Programs related to access, physician—
population ratio, hospital beds per 1,000
population, percentage of population with
insurance COVErage, median household
income, state per capita spending on wel-
fare and preventive care, and percentage of
population without access to primary care
physicians.

Population—baSed surveys supported

by federal statistical agencies are the major .

sources of data for conducting access-to-
care analyses. Large pational surveys, such
as the National Health Interview Survey,
the Medical Expenditure Panel Survey
(MEPS), and the Community Tracking

Survey are the leading data sources used to
monitor access trends and other issues of

interest. Other well known national survey
include the Current Population Survey,
{he National Hospital Discharge Survey
the Ambulatory Medical Care Survey, th
National Nursing Home Survey, and th
National Home and Hospice Care Surve
In addition, the federal government ma
periodically collect data on special topic
such as HIV/AIDS; mental health; he
care utilization by veterans, military s
and their dependents; patient satisfact
and community health centers. ... -

In addition to the federal . gov
ment, states, professional association:
research institutions also regularly
data on topics of interest to them. Exam
of state-based initiatives include state
services utilization data (all-payer h
discharge data systems), state manag
data (managed care encountet data); a1
Medicaid enrollee satisfactt
aid enrollec satisfaction SUrve
of association-based initiative
on physicians (American Me
tion’s Physician Masterfil
Survey of Physicians 19
hospitals '
tion’s Annual Survey
present). Examples 011
based initiatives incl
the health care delive!
Evaluative Clinical
Atlas of Health Car

women’s
Women’s
(Commot
Survey),
Naticnal
health ir
Bienniel
access to

‘dation Na




women’s health (Kaiser F amily Foundation:
Women’s Health Survey), minority heaith
(Commonwealth Fund: Minority Health
Survey), family health (Urban Institute

Population groups

discussed in Chapter 11). Access is best
dicted by race, income, and occupation,
hese three factors are interrelated. People
nging to minority groups tend to be
o1, not well educated, and more likely
otk in jobs that pose greater health

g Tables 12-3 and 12-4 summarize
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3 Visits to Office-Based Physicians, 2008

Nember

of Visits {million)

956.0

147.2
268.5
284.1
127.1
129.0
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physician contactg by categories of age,
S€X, race, income, and geographic location.
Table 12-5 Summarizes dental visits. Thege
results are not adjusted for health need,
however, and, therefore, are not {rue indica-
tors of access. Rather, they provide utiliza-
tion measures as a proxy for access.

TlTeAfforduMe Care Act
and Access to Care

While the ACA promises to increase
access to affordable insyrance coverage
and supports improvements in pritnary
care and wellness, some issues remain
unaddressed. For eXample, more thag
24 million people in the United States have
limited English proficiency (Teitelbaum et
al. 2012) which limits access to health care,
The ACA does Tittle 1o Improve access for
the growing number of Medicaid patiens.

Percentage
Distribution

160.0

Visits per
100 Persons/Yenr

320.1

154
28.1
29.7
13.3
13.5

241.0
417.2
366.5
639.5
7435

fil':U:S Census Bureov. Statissial Abstracts of the United States, 2017, Wushington, bC p. 7.
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Table 124 Number of Health Care Visits According o Selocted Patient Characteristics, 2011

Characteristic None

1-3 Visits 4-9 Visits 10+ Visits

Total 15.5%
Sex
Male

Female

20.0%
11.0%
Race and age
White
Black
% poverty level
Below 100%
100-200%
200% +
Geographic region
Northenst
Midwest
South
West
Locafion of residence
Within MSA
Qutside MSA

15.2%
15.0%

18.9%
1.7%
26.2%

13.0%
13.6%
15.4%
19.3%

15.4%
15.7%

46.8% 24.7% 13.0%
21.9%

27.6%

47.8%
45.5%

10.3%
15.5%

25.1%
24.3%

46.4%
47.6%

13.7%
13.1%

24.7%
22.7%
50.6%

39.5%
42.7%
99.1%

16.9%
13.5%

47.0%
49.2%
45.5%
46.5%

26.2%
24.2%
5.7%
22.7%

24.5%
26.2%

47 4%
43.6%

Source: Deta frem Health, United States, 2012, pp. 244246, Nofionol Center for Heclth Stafistics, Division of Health In
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Models developed by six states propose
increasing the availability of specialty care
through telehealth, bringing specialists to
primary care sites, and using physician
assistants (PAs) to deliver specialty ser-
vices; expanding the role of primary care
providers to handle more specialized health
issues through training and electronic con-
sultations; and enhancing comumunication
and coordination among patients, primary

care providers, and specialis
medical home models (Fell

Quality of Care

One reason the pursuit 0
care has trailed behin
cost and access is th
ing and measuring - q
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Table 12-5 Dental Visits in the Past Yeqr Among
- Persons 1864 Years of Age, 2017

- Characteristic

EXE IR EE RN NN Y

201
; 10+ Visits

Percentage of Persons

13.0%
Al persons 614
10.9% " ent of poverty lovel
15.5% Below 100% 13
00%-199% 1.0
192 00%6-399% 604
13.0% 100% or more 78.9
Race. and Hispanic origin
1 5_9% hits, non-Hispanic 62.6
!3.5% nck, non-Hispanic 55.5
“241% 165
57.5
' 655

l'lnuu-o-lno--ou--.--oa--o-l|--

; When cost containment became a
“priority, emphasis on quality has
enter stage because of intuitive
 that cost control may negatively
quality. In spite of the progress

ere is still a long road ahead to

* Hoalfh Interview Stalis

TR R

jocialists throt
s (Felland et al

2

0 reward providers and health
0s¢ outcomes indicate successes
Y improvement. One challenge
eving such a goal is that patients,

and payers cach define quality
Y, Which transiates into different
§ of the health care delivery
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System and, thus, differing evaluations of
its quality (McGlynn 1997).

The IOM has defined quality as “the
degree to which health services for individ-
vals and populations increase the likelihood
of desired health outcomes and are consis-
tent with current professional knowledge”
{(McGlynn 1997). This definition has sev-
eral implications: (1) Quality performance
Occurs on a continuum, theoretically rang-
ing from unacceptable to excellent. (2) The
focus is on services provided by the health
care delivery system as opposed to individ-
ual behaviors. (3) Quality may be evalated
from the perspective of individuals and pop-
ulations or communities, (4) The emphasis
is on desired health oulcornes, and scien-
tific research must identify the services that
improve health outcomes, (5) In the absence
of scientific evidence regarding two com-
parative measures that are widely used as
proxies for medical quality, such national
compatisons are debatable as to whether the
US medical system should be faulted for the
disparities. For example, Blum’s mode! of
health and wellnesg (presented in Chapter 2)
clearly points to a more significant role that.
numerous factors other than medical care
play in determining health and well-being
of individuals and populations. Neverthe-
less, more health care expenditures do not
produce better health, and high quality care
must also be cosi effective. The delivery of
most medical care at the flat of the curve
(see Chapter 5) clearly points to a greater
need to incorporate cost of care into the
assessment of quality.

Dimensions of Quality

Quality needs to be viewed from both micro
and macro perspectives. The micro view
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focuses on services at the point of delivery
and their subsequent effects. It is associated
with the performance of individual caregiv-
ers and health care organizations. The macro
view looks at quality from the standpoint
of populations. I reflects the performance
of the entire health care delivery system
by evaluating indicators such as life expec-
tancy, mortality rates, incidence and preva-
lence of certain health conditions, and so on.

The Micro View

The micro dimension of health care qual-
ity encompasses the clinical aspects of care
delivery, the interpersonal aspects of care
delivery, and quality of life.

Clinical Aspects

Clinical aspects of care deal with technical
quality, such as the facilities where care is
delivered, the qualifications and skills of
caregivers, the processes and interventions
used, cost efficiency of care, and the results
or effects on patients’ health.

One example of lack of clinical qual-
ity is medical errors. The IOM reported
that 44,000 to 98,000 patients die in Ameri-
can hospitals each year because of medical
errors, making “adverse events” the eighth
leading cause of death in the United States
(IOM 2000). The Agency for Healthcare
Research and Quality (AHRQ) identifies
four types of medical errors. Medication
etrors, or adverse drug events (ADEs), are
errors in prescribing and administering
medicines to patients. Surgical errors are
errors in performing surgical operations.
Diagnostic inaccuracies may lead to incor-
rect treatment or unnecessary testing. Sys-
temic factors, such as organization of health
care delivery and distribution of resources,

may also contribute to preventable adverg
events (AHRQ 2000).

Interpersonal Aspects

When quality is viewed from the patieny's
perspective, interpersonal aspects of care
become essential. Patients lack’ techni.
cal expertise and often judge the qual-
ity of technical care indirectly by their
perceptions of the practitioner’s int
concern, and demeanor during ‘clinical
encounters (Donabedian 1985), Interﬁer-
sonal relations and satisfaction become
even mote important when placed w
the holistic context of health ¢
ery. Positive interactions between patients
and practitioners are major cont)
treatment success through gre
compliance and return for care (S
1986). Expressions of love :
compassion can enhance ]
effects of medical treatments
Interpersonal aspects of qua
important from the standp
tional management. Consu
patients and their surrogates
impressions of organizationa
the way they are treated by
employees. Such employee
actions include not just the d
but a variety of other employ
with the health care org:
receptionists, cafetetia wor
ing employees, and billin
To measure interp
of quality, patient's
have been widely use
of health care organiz
consumers provide =
ate method for evalu
quality (McGlynn an
isfaction surveys have




physicians feedback on important dimen-
sions of interpersonal communication and
-service quality.

to preventable advers

Is

iLQ_uc:diry of Life

‘The concept of quality of life has gained
aitention in recent years because patients
ith chronic and/or debilitating diseases
are living longer but in a declining state
f health. Chronic problems often impose
rious limitations on patients’ functiona]
atus (physical, social, and mental func-
tioning), access to commumity resources
d opportunities, and sense of well-being
ehman 1995). In a composite sense, dur-
g or subsequent to disease, a person’s
/i perception of health, ability to func-
n, role limitations stemming from physi-
or emotional problems, and personal
ppiness are referred to as health-related
ality of life (HRQL).
General HRQL refers to the essential
mmon components of overall well-
g that are more broadly applicable to
st everyone. Disease-specific HRQL
8 entirely on impairments that are
ised by a specific disorder and the
ects and side effects of treatments for
disorder. For example, arthritis qual-
{:life is concerned with Jjoint pain
mobility and the side effects of anfi-
imatory agents; depression quality
¢ deals with the symptoms of depres-
such as suicidal thoughts, and such
cation side effects ag blurred vision,
h, constipation, and impotence
! and  cancer-specific
may include anxiety about cancer
¢e (Ganz and Litwin 1996) and
nagement.
itution-related quality of life is also
tant atribute of quality in addition

wed from the patient’
rsonal aspecis of ¢
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zanor during cl
adian 1985). Interpe:
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to the clinical and interpersonal aspects. It
refers to a patient’s quality of life while con-
fined in an institution as an inpatient. Fac-
tors contributing to institutional quality of
life can be classified into three main groups:
environmental comfort, self-governance,
and human factors. Cleanliness, safety, noise
levels, odors, lighting, air circulation, envi-
ronmental temperature, and furnishings are
some of the key comfort factors that are par-
ticularly relevant to the physical aspects of
institutional living. Self-governance means
autonomy to make decisions, freedom to
air grievances without fear of reprisal, and
reasonable accomimodation of personal likes
and distikes. Human factors are associ-
ated with caregiver attitudes and practices.
Human factors include privacy and confi-
dentiality, treatment from staff in a manner.
that maintaing respect and dignity, and free-
dom from physical and/or emotiona} abuse,

Quality Assessment
und Assurance

The terms “quality assessment” and “qual-
ity assurance” are often encountered in lit-
erature on health care quality. Yet, these
terms are not always well defined or dif-
ferentiated. Quality assessment refers to
the measurement of quality against an
established standard. It includes the pro-
cess of defining how qualty is to be deter- y
mined, identification of specific variables
or indicators to be measured, collection of
appropriate data to make the measurement
possible, statistical analysis, and interpreta-
tion of the results of the assessment (Wil-
liams and Brook 1978). Quality assurance
is synonymous with quality improvement,
It is the process of institutionalizing quality
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through ongoing assessment and using the
results of assessment for continuous quality
improvement (CQI; Williams and Torrens
1993). Quality assurance, then, is a step
beyond quality assessment. Tt is a system-
wide or organization-wide cominitment to
engage in the improvement of quality on
an ongoing basis. Although the two activi-
ties—quality assessment and quality assur-
ance--are related, quality assurance cannot
occur without quality assessment. Quality
assessment becomes an integral part of the
process of quality assurance. Conversely,
it is possible to conduct quality assessment
* without engaging in quality assurance.

In the past, quality assurance focused on
observing deviations from established stan-
dards by means of inspection techniques
and was used in conjunction with punitive
actions for noncompliance. The nursing
home industry presents a typical case. Stan-
dards of patient care in nursing homes and
the system for evaluating performance were
developed mainly in conjunction with the
certification of facilities for Medicare and
Medicaid. Federal regulations developed by
CMS are viewed as minimum standards or
baseline criteria for defining quality of resi-
dent care in certified facilities. Compliance
with the standards is monitored through
periodic inspections of the facilities, and
serious noncompliance i8 punishable by
monetary fines and threats of expulsion
from Medicare and Medicaid.

Quality assurance is based on the prin-
ciples of total quality management (TQM),
also referred to as CQL The philosophy
of TQM was developed and used in other
industries before it was adapted for health
care delivery. The adoption of TQM by many
hospitals and health systems has streamlined
administration, reduced lengths of stay,
improved clinical outcomes, and produced

higher levels of patient satisfaction (HCIA
Inc. and Deloitte & Touche 1997).

The Donabedian Model

In his well known model to heip define and
measure quality in health care organiza-
tions, Donabedian proposed three domains
in which health care quality could be exam-
ined: structure, process, and outcomes,

Structure, process, and outcomes are
closely linked (Figure 12-9). The three
domains are also hierarchical. Structure
is the foundation of the quality of health.
care. Good processes require a good
structure. In other words, deficiencies in
structure have a negative effect on the pr
cesses of health care delivery. Structu
and processes together influence quali
outcomes. Structure primarily influence
process and has only a secondary di :
influence on outcome. For improveme
of quality, outcomes must.be ‘measured
and compared against- pre-establis
benchmarks. When desired ._()ﬁtcome'
not achieved, one must examine the-
cosses and structures to identify and:
rect deficiencies. g

Quality of structures and
determines quality of outcomes
nificant initiatives toward process impe
ment have been undertake
clinical practice guidelines, cost e
critical pathways, and risk manag

Processes That Improve Quolity.

Clinical Practice Gpidelm

Clinical practice guideline
medical practice guidelings
descriptions representing:

processes for specified




satisfaction (HCI_A
e 1997).

iust be meas
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identify and

Jafragenic ilnsses inuris)
+Rehospital;

[

Figure 129 The Donabedian Model.
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clinical practice guidelines are scientifically
based protocols to guide clinical decisions.
The goal is to assist practitioners in adopting
a “best practice” approach in delivering care
for a given health condition (Ramsey 2002).
Such evidence-based guidelines provide a
mechanism for standardizing the practice of
medicine and improving the quality of care.
Proponents believe that these guidelines
simultaneously promote lower costs and
better outcomes. Critics view guidelines
as an administrative mechanism to reduce
utilization.

One of the primary mandates of AHRQ
is to build the scientific base of which health
care practices work and which do not work.
AHRQ has established a National Guideline
Clearinghouse (NGC) in partnership with
the American Medical Association (AMA)
and America’s Health Insurance Plans,
The NGC is a coruprehensive database of
evidence-based clinical practice guidelines
and related documents. Tt facilitafes access
to information produced by different orga-
nizations by making it all available at one
site. The NGC is an Internet-based resource
that enables health care professionals to
compare clinical recommendations. Guide-

lines have been catalogued in the areas of
diseases; chemicals and drugs; analytical,
diagnostic, and therapeutic techniques and

equipment; and behavioral disciplines and
activities.

Cost Efficiency -

Also referred to as cost effectiveness, cost
efficiency is an important concept in quality
assessment. A service is cost efficient when
the benefit received is greater than the cost
Incurred to provide the service. Medical
care delivered at the flat of the curve is not
cost effective (see Chapter 5).

I
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Overutilization (overuse) occurs when
the costs or risks of treatment outweigh its
benefits, and yet additional care is deliv-
ered. When health care is overused, its value
is diluted because resources are wasted.
Hence, inefficiency can also be regarded
as unethical because it deprives someone
else of the potential benefits of health care.
Underutilization (underuse) occurs when
the benefits of an intervention outweigh its
risks or costs, and yet it is not used (Chassin
1991). Potential adverse health outcomes
related to underutilization include hospital-
izations that could be avoided by providing
better medical access and timely care, low
birth weight due to lack of prenatal care,
infant mortality due to lack of early pediat-
ric care, and low cancer survival rates due to
lack of early detection and treatment,

The principles of cost efficiency indicate
that health care costs can be reduced without
lowering quality of care. Conversely, quality
can be improved without increasing costs. A
trade-off does not have to occur between cost
and quality. Introduction of PPS by Medi-
care is an example. The resulting discharge
of patients “quicker and sicker” triggered by
PPS initially raised some alarm concerning
decreased quality, but it was found that pro-
cesses of care in hospitals actually improved
and mortality rates were unchanged or lower
(Rogers et al. 1990). Other potential negative
health outcomes that can be avoided by cur-
tailing overuse include life-threatening drug
interactions, nosocomial infections, and iat-
rogenic illnesses.

Critical Pathways

Critical pathways are outcome-based and
patient-centered case management tools that
arc interdisciplinary, facilitating coordina-
tion of care among multiple clinical depart-
ments and caregivers. A critical pathway is

a timeline that identifies planned medica]
interventions, along with expected patient
outcomes, for a specific diagnosis or class of
cases, often defined by a DRG. The outcomes
and interventions included in the critical path-
way are broadly defined. In addition to tech-
nical outcomes, pathways may measure such
factors as patient satisfaction, self-reported
health status, mental health, and activities of
daily living (ADLs). Interventions include
treatments, medications, diagnostic tests, diet,
activity regimens, consultations, discharge
planning, and patient education. A critical
pathway serves as a plan of action for all dis-
ciplines caring for a patient and incorporates
a system for documenting and evaluating
variances from the critical path plan. Criti-:
cal pathways are unique to the institutions_
that develop them because they are based on':
the particular practices of that facility an
its caregivers. A pathway also is customized .
to the patient population being served an
the available patient care resources. Fmali
ctitical pathways are meant to promote inte
disciplinary collaboration within the ¢ environ
ment of the hospital and its market The laite
occurs by making patients and fam_lhes ac
patticipants in the process. For these |
sons, critical pathways are difficult to

cate from one organization to another. Us
cntlcal pathways reduces costs and in

providing systematlc data to ass 4
reducing variation in practice patternﬁ (Gt
and Giffin 1994).

Risk Management

Risk management consis
efforts to prevent adverse .

clinical care and facilities operah
is especially focused on avo idin




malpractice (Orlikoff 1988). In response to
the threat of lawsuits, initiatives undertaken
by a healih care organization to review clin-
al processes and establish protocols for

tice litigation can actually enhance quality.
Because malpractice concerns also result
in defensive medicine, risk management
approaches should employ the principles
of cost efficiency along with standardized

ion, Self{epo;t:'
t, and activities o

sgnostic tests, dic actice guidelines and critical pathways.,
(ations.. 'disc]?i Threat of malpractice litigation also has
cati o'n, Ac ownside. Fear of litigation actually leads

0 a reluctance by hospitals and physicians

isclose preventable harm and actual
dical errors. n this respect, it is belisyed
{ fear of litigation may actually conceal
blems that may compromise patient
ety (Lamb et al. 2003).

f action for all

lic Reporting of Quality

lic reporting on macro levels of qual-
panded in the early 2000s. This sec-

tarted launching Quality Initia-
in 2001 (CMS 2013a). The quality
ms specific to Medicare include the
calth Quality Initiative, Hospital
ased Purchasing Program, Hos-
Quality Reporting Program, Inpatient
tation Facilities Quality Report-
ng-Term Care Hospitals Quality
8, Measures Management System,
Home Quality Initiative, Qutcome
ssment Information Set (OASIS),
Compare Initiative, ESRD Qual-
tive Program, and Post-Acute Care
Initiativeg (http://www.cms.gov/
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Medicare/Medicare html). CMS also has
initiatives to improve the quality of care
provided to Medicaid and CHIP enrollees
relaied to EPSDT (early periodic screening,
diagnosis, and treatment program), dental
care, obesity, maternal and infant health,
home and community-based services, vac-
cines, prevention, health disparities, perfor-
mance measurement, patient safety, external
quality review, state quality strategies,
and improving care transitions (http://www
.medicaid.gov/Medicaid—CHIP—Program—
Tnformation/By-Topics/Quality-of-Care/
Quality-of-Care.html). The following are
examples of CMS’s efforts to enhance quality:

* CMS began developing a large public
reporting program known as Hospi-
tal Compare, which initially measured
and reported process-based measures of
high-quality care for acute myocardial
infarction, heart failure, pneumonia,
and general surgery (Ross et al. 2010).
Hospital Compare has expanded beyond
only 10 process measures at the begin-
ning to include data on hospital out-
patient facilities; hospital 30-day risk
standardized mortality and readmission
rates for acute myocardial infarction,
heart failure, and pneumonia; patient
satisfaction and medical imaging usage
(Ross et al. 2010); and data on the new
Hospital Value-Based Purchasing pro-
gram under the ACA (CMS 2013b).

= CMS and AHRQ, together, developed
the Hospital Consumer Assessment
of Healthcare Providers and Systems
(CAHPS) survey, which collects uni-
form measures of patient perspectives
on various aspects of their inpatient
care (CMS 2005). Results are publicly
reported on the CMS Hospital Compare
website. Results are used by health care
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organizations, public and private pur-
chasers, consumers, and researchers to
inform their purchasing or contracting
decisions and to improve the quality of
health care services (AHRQ 2010b).
The Physician Quality Reporting Sys-
tem allows physicians and other eligible
professions to participate by reporting
quality measures to CMS about specific
services provided to their Medicare
patients with specific conditions. Phy-
sicians can earn incentives by reporting.
(See http://www.cms.gov/PQRS.)

Quality improvement  organizations
(QIOs) are contracted by CMS for each
state to review medical care and help
beneficiaries with concerns about qual-
ity of care. QIO contracts are 3 years in
length. The core fonctions of the QIO
program are to improve quality of care
for beneficiaries, protect the integrity of
the Medicare Trust Fund, and protect
beneficiaries by addressing individual
complaints (CMS 2013a).

Ambulatory Surgical Center Quality
Reporting is a pay-for-reporting, qual-
ity data program, where ambulatory
care centers report quality of care for
standardized measures to receive the
full annwal update to their annual pay-
ment rate, beginning with 2014 pay-
ments (CMS 2013b).

The Electronic Prescribing (eRx) Incen-
tive Program is a reporting program that
uses incentive payments and payment
adjustments to encourage electronic pre-
scribing. Professionals and group prac-
tices that are not successful electronic
prescribers will be subject to a 2.0% pay-
ment adjustment on Part B services pro-
vided beginning in 2014. This payment
adjustment was 1.5% for 2013, while the
incentive was 0.05% (CMS 2013c).

AHRQ Quality Indicators

Since 2003, AHMRQ has published the
National Healthcare Quality Report apg
National Healthcare Disparities Report
annually (AHRQ 2012, 2013a). In ident-
fying key measures for these reports, The
Federal Interagency Workgroup focused on
priority areas established in Healthy People
2010 (AHRQ 2005). AHRQ has a set of
quality indicators (Qls) that measure qual-
ity of process of care in an outpatient or an
mpatient setting (Farquhar 2008). Prevep-
tion QIs identify hospital admissions that
could have been avoided. Inpatient Qs and
patient safety indicators both reflect qual-
ity of care inside hospitals, with the former
focusing on inpatient mortality and the lat-
ter on potentially avoidable complications
and iatrogenic events. Pediatric . quality
indicators reflect quality of care, recelved
by chﬂdren msule hospltals an,

rent AHRQ QI modules inclu
Quality Indicators, Inpai_:lqnt |

upon Healthcare Cost and Ul
(HCUP) QIs and several art
National Quality Forum
tion on individual qualif
each module can be found:
.qualityindicators.ahtq.gov/
tors are also used by CMS
pare website (hitp:/www.
hhs.gov; AHRQ 2013b
ples of ongoing AHRQ
include the following

+ AHRQ’sPatient
is a web-based
news and resour
The site offers 1
news, tools, and m




browsing capability and site customiza-
tion (http://psnet.ahrq.gov).
ACTION II is a model of field-based
research designed to promote innova-
tion in health care delivery by accel-
erating the research-to-practice path.
It is a 5-year task order contract model
(2011-2015), and its 17 awardees and
 their partnerships include over 350 col-
laborating  organization (htip://www.
ahrq.gov/research/findings/factsheets/
translating/actionZ/index.html).

~Primary Care Practice-Based Research
Networks (PBRNs) initiative brings
together groups of primary care clini-
“cians and practices to answer commu-
nity-based health care questions and
‘translate research findings into practice
(http://www.ahrq.gov/cpi/initiatives/
pbm/index.himl),

isparities Repo
013a). Tn ident

iat measure qua
o outpatient or

tate Public Reporfing of Hospital Quality

y.states also provide data on hospital
nicomes of care with focus on acquired
ction, readmission rates, and mortality
following hospitalization for the same
cal conditions reported by CMS (acute
cardial infarction, heart failure, and
imonia). One of the advantages of state
ic reporting programs is that their report-
§ not limited to Medicare fee-for-service
laries but also includes younger
is and older adults insured through pri-
plans and Medicaid-affiliated IMOs,

¢ Mfordable Care Ac
vality of Care

CA includes some provisions for
Ving quality of care, through programs
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that link payment to quality outcomes in
Medicare, strengthening of the quality
infrastructure, and encouraging the devel-
opment of new patient care models, such as
patient-centered medical homes (see Chap-
ter 7) and accountable care organizations
(see Chapter 9). .
The ACA establishes the National Qual-
ity Strategy (NQS) to sct national goals to
improve the quality of health care, Thus far,
thiee objectives have been established: (1)
to make health care more accessible, safe
and patient-centered, (2) to address environ-
mental, social, and behaviora] influences on
health and health care; and (3) to make care
more affordable (RWJ 2013). One challenge
that has come up thus far is the widespread
use of varied measures that are not compa-
rable, by different agencies. NQS is aiming
to discontinue the use of measures that may
be duplicative (AHIRQ 2012). There are also
challenges related to the consistency of mea-
sures, as well as a lack of robust measures
(McClellan 2013). Additional challenges
facing quality include issues regarding data
transfer and merging across systems, and the
protection of sensitive patient data.

Summary

Increasing costs, lack of access, and con-
cerns about quality pose the greatest chal-
lenges to health care delivery in the United
States. To some extent, the three issues are
interrelated, Increasing costs limit the Sys-
tem’s ability to expand access, A lack of
universal coverage negatively affects the
health status of uninsured groups. Despite
spending the most resources on health care,
the United States continues to rank in the
bottom quartile among developed countries
on outcome indicators such as life expec-
tancy and infant mortality.
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Nations that have national health insur-
ance can control systemwide costs through
top-down controls, mainly in the form of
global budgets. This approach 18 not pos-
sible in the United States because it has a
multipayer system. In the United States,
regulatory approaches have been used to
try to constrain the supply gide, but the
major emphasis has been On constricting
reimbursement 10 providers. Several com-
petitive approaches have been used, mainly
through the expansion of managed care.
A move toward prospective payments and
the growth of managed car¢ ¢an be largely
credited with the brakes put on rising health
care spending during the 1990s.

Access to medical care is one of the key
determinants of health status, along with
environment, lifestyle, and hereditary fac-
tors. Access is also regarded as @ significant
benchimark in assessing the effectiveness of
the medical care delivery system. AcCcCess
is explained In terms of epabling and pre-
disposing factors, as well as factors related
1o bealth policy and health care delivery.
Access has five dimensions: availability,
accessibility, accommodation, affordability,

and acceptability. Measutes of access can
relate to individuals, bealth care plans, and
{he health care delivery system. '
Quality 1n health care has been dift
ficuit to define and measure, although it
has received increasing emphasis. At the
micro level, health care quality encom-
passes the clinical aspects of care delivery,
the interpersonal aspects of care delivery,
and quality of life. Indicators of quality a
the macro level are commonly associate
with life expectancy, mortality, and morbid
jty. Quality assessment is the measuremern
of quality against an established standarg
Quality assurance emphasizes improve
ment of quality using the principles of col
tinual quality improvement. Donabedis
proposed that quality should be assess
along three dimensions: structure, proces
and outcomes. These three dimensions
complementary and should be used coll
tively to monitor quality of care. Reliabili
and validity are important concepts i
measurement of quality. Since 2000,
eral federal and state initiatives have
implemented to report on certain mAact
¢ls of quality.

. Cost-control meastres inchi_dé_ cormpetiti
arice costs, yalue-based purchasing, and r

on asiofg health plans 0
edhiction in Medicar

¢rs, Insutance mandates and taxes, however, W ill increase oS
Accounting for all future hcalth__‘_rca‘te _expeﬁditﬁréé'f directly tie

currently unclear. .

While the ACA prom_isés_to incfease access 10 'af"fo;dable

. and _supports_ improvements in primary car¢ and _welmes_s,'

unaddressed.... .

_ The ACA includes som provisions for
- that link payment to quality outcome;
. infrastructure, and:encourag'ing the dev

improving quality of care t 1
s in Medicare, Stgengtheniﬁ
¢lopment of new patient care

———

Terminolog

- aceess
“adprinistr
- certificat

linical p
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ires of access ¢y
lth care plans, an,
ystemn. .
are has been dif.

Test Your Understanding

health Planning quality assessment

asure, although - administrative costs HROL quality assurance
emphasis. At ¢ certificate-of-need institution-relgte quality Visk management
e quality enco elinical practice guidelines of life small area variations
s of care delivery, ; iti outcomes fop-down contyol
i of care deliver_y, overutilization TOM
ators of qualit ritical pathways peer review underutilization
imonly associat lefensive medicine QI0 upcoding

raud quality

Review Questions
structure, pr _What is meant by the term “health care costs™? Describe the three meanings of the {erm
co dilﬁ ensi ' .;:if:ost.”
1d be used

What are some of the main diffe containment approaches
sed in the United States and those used in countries with national health insurance?
718cuss the effectiveness of certificate-of-need (CON) regulation in controlling health
€ expenditures,

rences between broad cost-

at are the four competition-based cogt-
ét.are the implications of access for he
at is the role of enabling and predispo
fly describe the five dimensions of

access.
at are the four main types of access described by Andersen?
escribe the measurement of access at the individual, health plan, and delivery system
s

containment strate gies?
alth and health care delivery?
sing factors in access to care?
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_ What are some of the implications of the definition of quality proposed by the Instity
of Medicine (IOM)? In what way is the definition incomplete? ,

_ Discuss the dimensions of quality from the micro and macro perspectives,

_ Discuss the two types of health-related quality of life (HRQL).

. Distinguish between quality assessment and quality assurance.

. What are the basic principles of total quality management (TQM,; or continual quality
improvement [CQI])? R

. Give a brief description of the Donabedian model of quality. .

_ Discuss the main developments in process improvement that have occurre ] fin rec
years. L

. Discuss the implications of the ACA on health care access, cost, and qualitj.'r : \
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