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EDITORIAL

The multiple aims of pay-for-
performance and the risk of
unintended consequences

Rocco Friebel,"? Adam Steventon'

Since the Affordable Care Act introduced
financial penalties on hospitals for excess
readmission rates in the USA, an intense
debate has ensued regarding the value of
readmissions as a marker of quality. Under
the Hospital Readmission Reduction
Program (HRRP), hospitals face penalties
of up to 3% of base operating payment
from Medicare, the federally funded
health insurance system for people aged
over 65. Penalties totalled $428 million in
2015," and similar policies are in place in
Denmark, Germany and England.”

HRRP aimed to ‘reward hospitals that are
successful in reducing avoidable readmis-
sions and indeed Medicare has seen a
decline in 30-day, all-cause readmission
rates since the policy was introduced in
2012.* More specific declines have been
observed for the three conditions initially
targeted, namely acute myocardial infarc-
tion, heart failure and pneumonia
(figure 1).! ° The HRRP was expanded to
cover chronic obstructive pulmonary
disease, total hip arthroplasty and total knee
arthroplasty from 20135.

While no study has been able to test
causality against a counterfactual, on the
face of it HRRP has contributed to a sus-
tained focus on readmissions and poten-
tially, improved patient care nationally.
But what aspects of quality do readmis-
sion rates measure? And what are we to
make of the findings reported in this issue
of BMJ Quality and Safety,® which indi-
cate that, like other pay-for-performance
programmes, readmission penalties have
disproportionately affected safety-net hos-
pitals (ie, hospitals that serve a high
number of patients of lower socio-
economic status (SES), often uninsured).

THE NATURE OF READMISSION

RATES AS A MEASURE OF THE
QUALITY OF HEALTHCARE

In theory, readmissions are related to the
quality and safety of the initial hospital

stay, the transitional care services and
access to care and support following the
hospital discharge. Thus, advocates claim,
readmissions impose a burden on patients
and the healthcare system alike, while
being amenable to certain improvements
in service delivery.” However, the rela-
tionship between readmissions and
quality of care is not straightforward, and
there are confounding factors, such as
regional variations in the propensity of
hospitals to admit patients.”

The multifactorial nature of readmis-
sions is apparent from analyses that show
how rarely they map onto the principal
diagnosis from the initial hospital admis-
sion. Almost two-thirds of readmissions
following a hospitalisation for heart
failure are for some other diagnosis
(64.8%), and figures for acute myocardial
infarction and pneumonia are even
higher, at 90% and 78%, respectively.”
However, a narrow focus on the acute
illness that precipitated the hospitalisation
might understate the significance of the
allostatic and physiological stress that
patients experience while in hospital.
Factors such as disruption to sleep, poor
nourishment, pain and discomfort, psy-
chological stress, the effect of medica-
tions on cognition and physical function
and deconditioning might lead to patients
being at higher levels of risk in the
period immediately following discharge
from hospital.'® These considerations
may explain why HRRP (and indeed
readmission policies internationally) tend
to focus on all-cause readmissions.

The amenability of readmissions to
improvements in care is often unclear,
with studies estimating that anywhere
between 5% and 79% of readmissions
are preventable.'’ A linked concern is to
what extent readmission rates vary
according to factors that are outside of
the direct control of hospitals, but which
still might be influenced by them. Given
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Figure 1
all-cause Medicare readmissions.’ 4

that readmissions are related to care processes at mul-
tiple parts of the care pathway, financial penalties on
hospitals aim to incentivise improvements within the
hospital walls and also to spur co-ordination between
primary, ambulatory and secondary care.'” Where
should the line be drawn? Readmissions are affected
by preventive primary care, social care and factors
outside of the traditional remit of healthcare, such as
social support, income and housing."® To what extent
is it reasonable and effective to hold hospitals to
account for these aspects?

Risk adjustment is critical to ensuring that hospitals
with sicker patients are not unduly penalised for
higher readmissions. However, administrative data-
bases contain limited information on healthcare
needs, which might explain why studies have pro-
duced contradictory findings on the correlation
between risk-adjusted hospital readmission rates and
risk-adjusted mortality rates.'* '°

The importance of risk adjustment is illustrated by
the paper by Figueroa et al,’ which finds that safety-
net hospitals were more likely to be penalised under
HRRP than other hospitals. Similar patterns were
found for two other Medicare pay-for-performance
programmes introduced under the Affordable Care
Act:"® Hospital Value-Based-Purchasing (which targets
clinical measures and patient experience) and the
Hospital-Acquired Condition Reduction Program.
When penalties from the three programmes are com-
bined, safety-net hospitals were more than twice as
likely as other hospitals to be in the ‘most penalised’
group, which on average saw relevant Medicare pay-
ments reduced by 1.86%.

Trend in national Medicare 30-day readmission rates for index admissions for heart failure, heart attack, pneumonia and

While further research is needed to establish more
firmly the nature of the relationship between readmis-
sions and quality, in the short term, two questions
require urgent attention. First, the paper by Figueroa
et al® and other studies'” have identified concerning
patterns for safety-net hospitals. Does this mean the
risk adjustment should be changed in HRRP? Second,
given that the risk adjustment will never be perfect,'®
what other approaches are available to maximise the
potential of pay-for-performance to benefit patients,
while reducing the risk of unintended consequences?

Can risk adjustment be improved?
Following analyses such as those of Figueroa et al,®
the main area of contention seems to be the lack of
adjustment for SES in the readmission rates used by
HRRP However, the HRRP approach was based on
guidance by the National Quality Forum (NQF) and
arose from concerns about health inequalities."”

People in high-poverty neighbourhoods have a 25%
higher risk of readmission than those in more affluent
neighbourhoods in the USA.?® These differences
might reflect lower quality healthcare and thus adjust-
ing readmission rates for this gradient would effect-
ively set the readmission benchmark less stringently
for poorer patients, potentially entrenching health
inequalities.

Given the findings reported for safety-net hospitals,
a natural response is to revisit the original NQF deci-
sion and argue that readmission metrics should now
be adjusted for SES. If the higher readmission rates at
safety-net hospitals reflect factors outside of these hos-
pitals’ control, then the higher penalties might be
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unfair, especially when they are working proactively
to reduce readmissions.”' The difficulty is that it is
unclear whether higher readmission rates for lower
SES patients reflect poorer quality of hospital care or
factors beyond the hospital’s direct control or influ-
ence (eg, poor access to primary care). In reality, resi-
dents of socioeconomically deprived areas tend to
face multiple disadvantages, possibly experiencing
both lower quality hospital stays and lower access to
ambulatory care. Hence, there is no simple solution
with respect to the risk adjustment for SES.

Although studies have shown that readmission rates
are related to SES at the patient or hospital level,?* **
these cannot be taken to imply direct causality
between SES and observed differences. Teasing out
issues of healthcare need and supply is notoriously
difficult.** The relationship might be confounded by a
range of factors, the quality of healthcare and also
admission thresholds, unmeasured aspects of SES and
patient characteristics. Currently available data sets do
not allow these factors to be isolated.

A technical report published by NQF in 2014
recommended a general shift towards adjusting
outcome measures for SES, although on a case-by-case
basis.”> This has not been taken up by HRRE but it is
unclear to what extent adjusting for SES will change
the outlook for safety nets. A recent study from
New York State examined readmissions following six
major surgical interventions and found that 51% of
safety-net hospitals had greater than predicted read-
missions with SES adjustment, compared with 61%
without SES adjustment (figure 2).*° But studies for

heart failure have found that SES adjustment very
rarely changes whether or not a hospital is ranked
worse than average.”” 2® Additional research is
urgently needed to examine national data across all
the conditions targeted by HRRP Studies could also
investigate to what extent the impact of risk adjusting
for SES depends on the particular algorithm used to
calculate the penalties. HRRP works by comparing
readmission rates at the hospital level, but the
New York study showed that the odds ratio (OR) for
readmission could fall by a greater amount if this cal-
culation was done at patient level (in this instance, the
OR for safety-net hospitals fell from 14% to 8% with
SES adjustment).

While technical advances to risk adjustment should
be pursued, it must be emphasised that, due to limita-
tions of methodology and data, there is no single
‘right answer’. The danger is that too narrow a focus
places unreasonable expectations on risk adjustment
to resolve the underlying issues. Other approaches are
available, including some borrowed from quality
improvement, like logic models and measurement
frameworks.*’

What else can be done?

Attempts to improve healthcare using data almost
always involve a shuttling back and forth between the
aims, theory of change and metrics. The findings of
Figueroa et al® highlight a concerning pattern for
safety-net hospitals. What remains unclear is whether
the response should be restricted to further evolution
of the metrics as the authors suggest, or whether the

Hospital Readmissions
Impact of SES

Hospital AOR
1
1

ICC=0.99

5 1 1.5
Hospital AOR, augmented with SES

Figure 2 Impact of socioeconomic status (SES) risk adjustment on 30-day readmission rates.?® The y-axis shows hospitals’
risk-adjusted readmission rates for surgery, under the current Hospital Readmission Reduction Program (HRRP) approach, which does
not include risk adjustment for SES. The x-axis shows rates that are additionally adjusted for SES.
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aims of the policy and theory of change should also
be updated following their analysis.

The aims of any initiative often evolve in response
to changes in context. It is now possible to discern
several potential goals for HRRP besides the one to
reduce readmissions, and these may include equity
between providers, the financial sustainability of
safety-net hospitals, addressing health inequalities and
better integration of healthcare between traditional
secondary care and community settings. To what
extent are readmission penalties intended to address
these aims, how should they be traded off against
each other and how much risk is tolerable? Answers
to these questions can be informed by the outcomes
of other initiatives to address integration (eg, patient-
centred medical homes, accountable care organisa-
tions) and health inequalities (eg, Medicaid expansion,
insurance reforms and initiatives such as Healthy
People 2020).*°

Given that any policy has multiple aims, what array
of metrics will give decision makers the best chance of
monitoring progress and making course correction
when needed? A system of financial penalties will
always emphasise a small number of metrics that are
linked to payment. But a series of metrics is required
given the potential for readmission rates to correlate
with several quality domains, and the risk of unin-
tended consequences from HRRE as might result, for
example, if safety-net hospitals were relatively
underfunded.

The scientific literature on readmissions is growing
rapidly. The paper by Figueroa et al® powerfully illus-
trates the value of descriptive analysis, but we would
caution against a narrow response to these findings
focused solely on changing the risk adjustment. The
multiple aims of pay-for-performance must be sur-
faced, and a measurement framework designed and
put in place that helps us reach our goals.
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