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By David A. Wong, MD, MSc, FRCS(C), and Laura L. Forese, MD, MPH

The impact of massive health reform
looms large in the United States'.
During the health-care debate, ortho-
paedic surgeons found politicians,
health policy analysts, and health econ-
omists talking in a somewhat unfamiliar
lexicon. Suddenly, data derived from the
areas of economic credentialing and
physician performance measures are
being incorporated into major national
health-care policy’ and are influencing
policies and procedures down to the
individual hospital level’. These deter-
minations have the potential to radically
change the practice of orthopaedic sur-
gery for the foreseeable future. Such
momentous times in medicine compel us
to gain an understanding of the driving
issues in health-care reform and the
reliability and true utility of data derived
from economic credentialing and physi-

*This report is based on a symposium presented
at the 2009 Annual Meeting of the American
Orthopaedic Association on June 11, 2009, in
Bonita Springs, Florida.

cian performance measures. These con-
cepts are key to the understanding of how
health-care reform is positioned in the
overall context of the present economic
and political climate in the United States.
The Centers for Medicare and
Medicaid Services (CMS), Office of the
Actuary, reported that the percentage of
gross domestic product spent by the
United States on health care essentially
doubled over the thirty years from 1975
to 2005 (from 8.1% to 16%)*. It is
estimated that by 2015, that percentage
will continue to increase to 19.2%".
Even before the present proposals for
health-care reform became public, the
Honorable David Walker, Comptroller
of the United States and Director of the
General Accounting Office, had written
that, in terms of medical economics, the
“current fiscal policy is unsustainable.”
Walker estimated that, at the present
rate of growth, the combined expendi-
ture for the Medicare and Social Secu-
rity programs would comprise 101% of
predicted federal tax revenues by the

year 2070. Substantial analysis and
policy change would be required to
sustain these programs. Walker sum-
marized that “saving our future requires
tough choices today.™

In this context, politicians, health
policy analysts, third-party payers,
physicians, and hospitals have been
viewing the economic aspects of med-
icine with an ever keener eye. As the
gatekeepers for the majority of health-
care interventions, physicians—
particularly specialty physicians (in-
cluding orthopaedic surgeons)—are
certain targets in efforts to analyze
and control health-care expenditures®.

In an analysis of the United States
National Medical Expenditure Survey
data between 1987 and 2000, Thorpe
et al.” identified fifteen health conditions
that accounted for >50% of the increase
in health-care costs. They include three
conditions directly related to orthopaedics
(trauma, arthritis, and back problems).

In the subanalysis of increased
health-care expenditures, a number of
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cost drivers that also have specific
relevance to orthopaedic surgery have
been identified. The supply of specialist
physicians and technologic innovation
were identified as the two major health-
care cost drivers by Bodenheimer in
a four-part analysis of rising health-
care costs published in 2005*". He
believed that issues such as the aging
population were relatively minor.

Interestingly, in the twenty-seven
pages that make up Bodenheimer’s
papers, only twelve lines in a half-
column page were devoted to the
economic influence of defensive medi-
cine'. There was recognition that this
problem accounted for 5% to 9% of
total health-care expenditures; however,
there was no suggestion of tort reform
as a strategy to control health-care costs.

Bodenheimer opined that spe-
cialists ordered expensive tests and
performed costly so-called high-tech
procedures. Furthermore, use of these
high-cost interventions did not neces-
sarily correlate to an improvement in
the quality of health-care delivery®.
Economic credentialing is one of the
strategies used to address the specialist’s
frequency and mode of use of high-cost
investigations and procedures”. Eco-
nomic credentialing is also one of the
more controversial strategies. Physicians
are concerned about the potential for
abuse of the data gathered in this
stratagem™",

One of the strategies suggested in
Part 4 of Bodenheimer’s article, “Can
Costs Be Controlled While Preserving
Quality?”" was the establishment of
disease management programs. The
National Quality Forum in the United
States has begun a pilot project looking
into this principle under the title
“Establishing Priorities, Goals and a
Measurement Framework for Assessing
Value Across Episodes of Care.”*® The
two clinical areas selected for this review
were acute myocardial infarction and low
back pain. The Robert Wood Johnson
Foundation' has also funded two Epi-
sodes of Care Workgroups on congestive
heart failure and low back pain.

A key element to all of these
strategies is the necessity to measure,

analyze, and target specific economic
elements within health care. The
mechanism to allow these procedures
within the physician module of health
care is the development of physician
performance measures'®. One of the
possible strategies for the implementa-
tion of these performance measures of
most concern to the practicing physi-
cian is the application of economic
credentialing by third parties such as
insurance companies and hospitals'* .

This paper explores physician
performance measures and economic
credentialing in general and provides
perspectives from physicians, insurance
companies, and hospitals. More specific
details on cost-evaluation strategies are
provided, with attention to economic
credentialing and with use of episodes
of care as a framework for assessment.
The material presented in this paper
was the subject of a symposium pre-
sented at the 2009 Annual Meeting of the
American Orthopaedic Association (AOA)
on June 11, 2009, in Bonita Springs,
Florida.

Definitions
The consideration of economic issues is
a generally unfamiliar subject matter for
orthopaedic surgeons, and agreement
on common terminology and defini-
tions is helpful in evaluating these
topics. The North American Spine
Society has published a brief document
outlining definitions used in physician
performance measures and their related
implementation of Pay for Performance
(P4P)". Part of this document is re-
produced in Figure 1. Key definitions
for the present discussion are as follows:
Physician-clinical performance
measure'®"”: The mechanism for as-
sessing the degree to which a provider
competently and safely delivers clinical
services that are appropriate for the
patient in the optimal time period.
Economic credentialing'*: The use
of economic criteria unrelated to quality
of care or professional competence in
determining a physician’s qualifications
for initial or continuing hospital medical
staff membership or privileges. An
additional layer to the definition is the

use of economic data by insurance
companies to determine membership in
tiered provider programs™* and, in less
common situations, to eliminate physi-
cians from provider panels™?.

Episode of care’”: The total cost of
hospital services, physician services, and
other services required for treating an
acute condition or the total cost for all
of the care required during a given year
for a patient with a chronic condition—
with appropriate adjustment for
complexity.

Comparative effectiveness research™:
A rigorous evaluation of the impact of
the different options that are available for
treating a given medical condition for
a particular set of patients. The analysis
may focus only on the relative medical
benefits and risks of each option, or it
may also weigh both the costs and the
benefits of those options.

Tiered provider network™: The
division of physicians by insurance
companies into preferred or limited
panels compared with a broader single
panel. Health plans generally select
physicians for the preferred panels on
the basis of cost-effectiveness and, in
some cases, clinical quality indicators.
Insurers provide patients with financial
incentives (e.g., lower copayments) for
choosing more cost-effective physicians.

Physician Performance Measures
and Episodes of Care Framework
Performance measures have been used
commonly to evaluate care at the level
of the individual physician and mainly
for quality assurance purposes™. How-
ever, in terms of medical economics, the
impact of measures at the physician
level has relatively minor effect. Rather,
more global parameters have been
considered for the evaluation of health-
care spending as the individual physician
controls a relatively small percentage of
the health-care dollar.

One strategy for application of
a more global approach to medical
economics is to consider the cost across
an entire episode of care™. The potential
is much greater for influencing how the
total health-care dollar is spent when
one considers aggregate costs for clinical
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The Quick & Dirty Guide to Performance Measurement and P4P

P l North American Spine Society |

Measure A mechanism to assign a quantity to an attribute by comparison to a criterion.
(AHRQ NQMC. About NQMC. Inclusion criteria. 2/11/05)

Quality Measure A mechanism that enables the user to quantify the quality of a selecled aspect of care by
comparing it to a criterion (AHRQ NQMC. Using the measures. 11/17/05).

Clinical Performance Measure Quality measure subtype. Mechanism for assessing the degree to which a

provider competently and safely delivers clinical services that are appropriate for the patient in the optimal time period (AHRQ NQMC.

Using the measures. 11/17/05). Measures may be developed by evidence-based methods, consensus or a combination.

. Research

Quality Measure Uses (aHra Namc. Using the measures. 11/17/05)

. Quality Measurement and Improvement (internal or external)
+  Accountability (purchaser and/or consumer decision-making, accreditation or external quality oversight)

Measures used for accountability require higher reliability and validity and different specifications than used for Ql to
ensure fair comparisons across participants and performance validation.

Measurement Domains and Subgroups

Fig. 1

Evidence-based Measures
Measures developed from evidence-based clinical guidelines, using standard evidence-based processes.

Consensus Measures
Measures developed using a consensus method.

Evidence-based measures are generally considered the most sound.

Several key definitions for understanding economic credentialing and physician performance measures. P4P = Pay for Performance, AHRQ
NQMC = Agency for Healthcare Research and Quality, National Quality Measures Clearinghouse. (Reprinted, with permission, from: The Quick
and Dirty Guide to Performance Measurement and P4P. LaGrange, IL: North American Spine Society; 2005. http://www.spine.org/Documents/

P4PPositionstatement_FINAL.pdf.)

evaluation (office and hospital), inves-
tigation (imaging and laboratory), and
treatment (medical, surgical, drugs,
and ancillaries, such as physiotherapy).
There are considerable challenges to
this methodology. Foremost are the
questions of how to assign patients
with a specific diagnosis, adjust for
severity of illness, and then choose

a process to assign cost to individual
physicians for analysis. Lesser chal-
lenges include deciding on reasonable
time frames for acute episodes, ad-
justing for patients who change physi-
cians or geographic locations, and
accounting for regional differences in
reimbursement.

Low back pain has been the pilot
area involving orthopaedic surgery
considered by both the National Quality
Forum'® and the Robert Wood Johnson

Foundation'. Some of the specific
issues under consideration by the work
groups regarding physician perfor-
mance measures include:

e How should responsibility for
various measures be assigned to
individual physicians in the
episodes of care provider
group?

o Are different performance
measures appropriate for back
pain compared with sciatica?

e What published guidelines or
evidence in the literature can be
used to establish physician
performance measures? Exam-
ples include:

o Timing of imaging studies

o Use of analgesics, anti-
inflammatories, oral ste-
roids, and muscle relaxants

o Use of physiotherapy
o Appropriateness of elec-
tromyography and nerve
conduction studies
o Indications, timing, and
“best” technique for
discography
o Indications and timing of
injection procedures (epi-
dural steroids and facet
blocks)
o Indications for and timing
of surgery
o Surgical procedures ac-
ceptable for this diagnosis
Physician performance measure-
ments are most easily derived from
evidence-based clinical guidelines™**
as the evidence base has already been
established. This requires a shift in focus
from clinical investigation and/or treat-
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ment (in the guidelines) to an evalua-
tion of processes or outcomes that is the
focus of physician performance
measures.

The Insurance Company
Perspective

Third-party payers already collect con-
siderable data that can be used for
economic credentialing of physicians.
This information is compiled from the
insurance company’s demographic and
administrative database. There are
limitations to this type of analysis.
Nevertheless, useful quality assurance
trending issues can be identified. These
data have been used by third-party
payers for several interventions that
include an element of economic cre-
dentialing. Strategies employed by
third-party payers to address economic
issues among its contracted physicians
include tiered provider networks and
restricted physician panels.

The most transparent use of eco-
nomic credentialing is in the removal of
so-called high-cost doctors from the
insurance company’s physician provider
panels. This strategy has met with
considerable resistance from physicians
and has led to negative publicity for
the insurance industry”*. Presently,
the employment of this strategy is
uncommon.

Use of economic credentialing
data to establish tiered provider net-
works is more widespread. In 2002 to
2003, the Center for Studying Health
System Change sampled twelve nation-
ally representative communities (Bos-
ton, Massachusetts; Cleveland, Ohio;
Greenville, South Carolina; Indianapo-
lis, Indiana; Lansing, Michigan; Little
Rock, Arkansas; Miami, Florida; north-
ern New Jersey; Orange County, Cal-
ifornia; Phoenix, Arizona; Seattle,
Washington; and Syracuse, New York)™.
Tiered networks had been launched in
six of the twelve communities and were
being pilot tested in another two. Of the
fifty-seven health plans in these centers,
ten (18%) had launched a tiered net-
work, two (4%) were in pilot testing,
five (9%) had attempted but abandoned
a network, and nine (16%) were

considering a tiered network. Other
considerations such as quality data may
be a factor in the insurance company’s
decision concerning in which tier to
stratify a surgeon®.

Economic and quality data have
been used by private payers as well as
CMS to encourage the establishment of
high-volume “centers of excellence.”*!
Concerns have been raised that publi-
cation of data (such as death rates from
coronary bypass surgery) causes hospi-
tal administrators to discourage sur-
geons from bringing high-risk patients
to their institutions for fear of making
their numbers look bad™. Now that
hospitals will not be paid for certain
preventable complications termed
“never events” (including postoperative
wound infections and deep vein
thrombosis)™, these pressures may
grow.

If the third-party payer is a
government-run health-care system
such as Canada, then strategies such as
global prosthetic budgets have been
employed™. A limited budget for pros-
thetics encourages the use of low-cost
prostheses as it translates to the ability
to treat a larger number of patients.

The Hospital Perspective
Hospital leaders must place quality and
safety above other considerations for
patients, but they also have an obliga-
tion to address financial concerns.
Given the ongoing challenges to hospi-
tal finances, physicians must recognize
that hospitals will increasingly be look-
ing for opportunities to address cost
savings. Given limited resources, hos-
pitals will attempt to identify individ-
uals who deliver the highest quality in
the most efficient fashion. Also, physi-
cians who partner with hospital leader-
ship will have an opportunity to
influence how certain financial and
operational decisions are reached.
Hospitals have strong incentives
to track data by individual physician or
surgeon. Because health-care organiza-
tions are required by regulatory agencies
to identify whether individuals are
qualified to be given or to maintain
privileges, they must use performance

metrics that are specific to the practi-
tioner. While regulations may not
specify which parameters are tracked, all
regulatory agencies, including the Joint
Commission (formerly the Joint Com-
mission on the Accreditation of
Healthcare Organizations), will expect
to see some surgeon-specific data.
Traditionally, these statistics have in-
cluded volume and complication data
such as those regarding morbidity and
mortality. Some institutions are able to
use more complex statistics, such as
return to operating room, time per
procedure, and cost per case. With
increasingly advanced information
technology resources, hospitals are
putting more time and effort into
metrics that identify opportunities for
efficiency and cost saving while con-
tinuing to maintain quality of care.
There are already measures in
place for many payers to limit or
eliminate reimbursement for certain
“never events.” These may include such
things as wrong-site surgery, hospital-
acquired infection, or other complica-
tions™. Because payers establish these
reimbursement terms, hospitals will
inevitably track the events and will likely
hold physicians accountable. Physicians
must understand which events apply as
they may be substantially different on
the basis of locale and contract terms.
Length of stay is one of the most
common metrics to track and has some
of the most detailed benchmarking
available. Physicians should determine
how the hospital tracks and reports
length of stay and should work to
eliminate variability. While it may not
be fair or reasonable to compare
physicians on the basis of any one
individual patient, physicians can expect
to be evaluated on the basis of the length
of stay of multiple patients. From
a quality perspective, it is increasingly
clear that the risks of keeping patients in
hospitals longer than necessary are
substantial and include medication er-
ror and hospital-acquired infections™.
At the same time, hospitals are also
increasingly tracking readmission
within thirty days. Physicians should
pay careful attention to appropriately
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documenting all comorbidities. Ex-
pected lengths of stay for undifferenti-
ated cases compared with those with
substantial comorbid conditions can
differ dramatically; this has implica-
tions for the treatment of the patient
and may also allow the hospital to

be reimbursed at more appropriate
levels.

Operating rooms are among the
costliest of hospital resources in terms
of staffing and technology. Hospital
leaders, understandably, feel pressure to
use them to maximum efficiency. Sur-
geons can expect hospitals to track such
measures as time per case, use of per-
sonnel, and use of disposable equip-
ment among other variables. Surgeons
should be aware that not just items used
for the patient, but also those that are
prepared just in case they are needed,
will be tabulated.

When looking at the cost per
patient, it is natural for hospitals to turn
first to the areas of greatest expense to
identify cost-savings opportunities. For
many years, hospitals have used for-
mularies to control high drug costs.
Implants, as some of the highest priced
items, have also come under scrutiny, with
hospitals typically using either a formu-
lary approach or a ceiling on amounts that

80
60+
40

20

Economic
Credentialing Used
for Hospital
Reappointment

Fig. 2

they will pay. Given a discrete and costly
item like an implant, hospital adminis-
trators may be tempted to limit the
choices to the one that is least expensive.
Also, physicians may attempt to take the
position that the device they prefer is
superior in some way; however, unless
they can really back up those claims
with data, they should anticipate

a standoff.

Having a single vendor may not
be the most advantageous strategy for
the hospital because it could eliminate
the notion of competition among ven-
dors. A vendor who has a monopoly at
a hospital may have no need to meet
price objectives or render great service.
A more effective model for cost saving
within hospitals is for surgeons to work
with the administrative leadership to
define specific characteristics of devices
that are critical. They should be aware
that in many cases, there are limited
data that would suggest the superiority
of one particular product over another.
There is typically substantial room for
hospitals to negotiate with vendors if
physicians partner with the hospital
leadership and do not attempt to make
separate deals with vendors. Of course,
physicians who do have financial ar-
rangements with vendors have a conflict

Participatein
Insurance Tiered
Provider Network

Hospital Limits
Implant Options

of interest (i.e., royalties, stock owner-
ship, consulting, speakers bureau, fel-
lowship funding, or research funding)
and should disclose these matters to
hospitals and should recuse themselves
from decision making involving the
vendor.

Hospitals are increasingly able
to differentiate surgeon performance
by standards that include economic
data. Physicians have the greatest
influence on how economic data are
used when participating in the hos-
pital quality assurance and creden-
tialing processes. Identifying
meaningful quality and efficiency pa-
rameters is best done with physician
input.

Results of the AOA Symposium
Audience Survey: Penetration of
Economic Credentialing and
Physician Performance Measures
The exact penetration of economic
credentialing and physician perfor-
mance measures into orthopaedic
practice is clearly unknown at this
point. The audience response survey
conducted as part of the AOA sympo-
sium on the topic provides some in-
teresting (but not scientific) insights
(Fig. 2).

B % Yes
% No )

— % No
% Yes

Penetration of economic credentialing and physician performance measures: results of the AOA Symposium audience survey.
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To briefly summarize relevant
data from the audience survey, 35% of
the AOA attendees had noted that
economic credentialing data were used
in their last hospital credentialing pro-
cess experience. Fifty-nine percent of
the respondents were already involved
in an insurance company tiered pro-
vider program. Implant options were
limited in the hospitals where 33% of
the attendees practiced. In terms of
an overall impression of physician
performance and/or adherence to rea-
sonable surgical indications, 59% of
the orthopaedists responding to the
survey thought the rate of orthopaedic
surgical procedures in their community
was about right, 35% considered the
rate too high, and 7% believed it was
too low.

Discussion

Data from economic credentialing and
physician performance measures will
become increasingly important as the
health-care industry tries to find a better
balance between cost and quality. Eval-
uating episodes of care'®"” and bringing
equilibrium to geographic practice var-
iation are examples of issues incorpo-
rating this genre of data®.

A large portion of erratic costs
appears to correlate with geographic
practice variation®, In clinical situa-
tions where good evidence exists, there
is general agreement between physicians
in high-cost as well as low-cost geo-
graphic areas on indications for higher-
cost interventions such as imaging and
surgery. The variation in cost between
geographic areas seems to reside in the
options for investigation and treatment
that exist at the next lower level of
evidence-based medicine. In situations
with less compelling evidence, the high-
cost geographic areas seem to experi-
ence more frequent interventions and
use more high-tech, expensive proce-
dures. This area is a clear target for the
implementation of strategies to reduce
the growth of health-care costs®. It is
also an obvious forum for the involve-
ment of the major orthopaedic associ-
ations in educational and quality
endeavors.

On a more regional and local level,
orthopaedic surgeons can expect eco-
nomic credentialing and data from
physician performance measures to im-
pact orthopaedic practice through in-
surance companies and hospital policies.

Overview

Ever more detailed analysis of the
economic aspects of health care will
increasingly involve orthopaedics and
orthopaedic surgeons. As specialty
physicians, orthopaedic surgeons need
to be actively involved in these efforts on
the national as well as the hospital level.
Surgeons have the clinical and surgical
expertise to bring appropriate clinical
perspective to the discussion. As David
Walker, former Comptroller of the
United States, summarized, “Saving our
future requires tough choices today.”
Note: The authors gratefully acknowledge participation in the
AOA Symposium by Kevin B. Weiss, MD, MPH, President and

Chief Executive Officer of the American Board of Medical
Specialties.
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