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What is quality? 
 Institute of Medicine (1990): 
 “Quality of care is the degree to which health services for 

individuals and populations increase the likelihood of 
desired health outcomes and are consistent with current 
professional knowledge.” 
 Brook and McGlynn (1991): 
 “High quality care…produces positive changes, or slows 

the decline, in health; low quality care fails to prevent or 
accelerates a decline in a person’s health.” 
 Pauly (2004): 
 “anything and everything about some good or service 

relevant to consumers’ (actual and perceived) well-being 
that is not measured by quantity” (or price).  











Lessons from agriculture about comprehensive measurement: 

What did the inspectors miss? 



What does the market need? 

 Who are the decision makers? 
 Consumers, families 
 Physicians and other health professionals 

(agents) 
 Health insurance plans (payers) 
 Employers/unions and coalitions (purchasers) 

 
 
 



An efficient market 



An efficient market 





So what do we need to know? 

 Accessibility (“how soon can I get it?”) 
 Service quality (“does it do what I need? 

does it work? does it provide good service?”) 
 Safety (“is it safe?”) 
 Reliability (“how long will it last? what are the 

long-term outcomes?”) 
 Value (“is it worth the money?”) 



What do we actually know? 

 Accessibility (C) – but Yelp? 
 Service quality (B) 
 Safety (B) – mostly just hospitals, LTC 
 Reliability (D) 
 Value (D) 











What does Yelp tell us? 

 



What have we learned about 
quality measurement?  

 Quality measures are hard to develop and validate; 
what’s the gold standard? 
 Information bias (underreporting?) 
 Selection bias (who responds?) 
 Confounding bias (severity or risk) 

 Quality measures are expensive to collect (except 
administrative data or crowdsourced) 

 Quality does vary across providers 
 But not for all measures; gaps diminish over time 
 Quality is not a single construct 

 Quality matters, but structural/process measures 
are weakly correlated with outcome measures 

 













What’s changing post-ACA? 
 New pay-for-reporting programs (long-term care 

hospitals, inpatient rehabilitation facilities, 
psychiatric and cancer hospitals, hospice) 

 Value-based purchasing has started 
 PQRS 1% bonus turns to 2% penalty 
 Value Index with 1% payment adjustment 
 Hospital VBP 2% withhold (budget neutral) 
 Ambulatory Surgery Centers, SNFs, HHAs 

 Up to 3% hospital penalty for excess readmissions 
 Up to 1% hospital penalty for bottom quartile PSIs, 

CLABSI, CAUTI (hospital-acquired conditions) 
 Voluntary bundled payment pilot (4 models) 
 Value-based insurance designs in private sector 

 
 

 



What am I worried about? 
 Reliable and valid quality measures will 

increasingly drive competition among plans 
and providers, but… 
 Increasing incentives to “game” measures 

through underreporting and risk selection 
(“unintended consequences”) 

 Increasing disparities affecting those “left out” 
 Continuing tension between cost of collection 

and value to providers, between measure 
performance and desired discrimination 



What am I worried about? 
 Increased competition among plans in 

Federal and State marketplaces (but varies) 
 Decreased competition among vertically 

and horizontally integrated providers 
 Effects of consolidation on quality vary, but 

are often negative (versus effects on price) 
 Very time-consuming to evaluate each 

prospective merger and to debunk quality 
claims that lack merit 
 Impact of ICD-10 uncertain 



Takeaways 
 Health care markets desperately need information 

about quality, but much more is available (to all 
stakeholders) than 10 years ago 

 Many measures across multiple domains of 
performance are required, even if they are “rolled 
up” for presentation to consumers 

 Gradual shift from structural and process 
measures to outcome measures must continue, 
with attention to risk and disparities 

 Quality measurement is painful and costly (at least 
to do it right) 

 Antitrust agencies must protect competition (or 
prices will increase with no quality benefit) 


