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The purpose of this paper is to iden-
tify and explain how proposals to ex-
pand health insurance coverage can
build in features to promote and fa-
cilitate health care quality improve-
ment. Of course, there is a strong as-
sociation among health insurance
coverage, better health care, and im-
proved health outcomes.1 Thus, we
would expect that almost all coverage
expansions would improve quality of
care for newly insured individuals.
But the favorable impact of coverage
expansion on quality of care can be
substantially augmented if proposals
to extend health coverage to the unin-
sured build in various design features
specifically targeted to improving
quality. These design features might
be incorporated into a wide variety of
health reform plans, regardless of the
mix of purchasing responsibility be-
tween single and multiple payers or

                                                                   
 1 Committee on the Consequences of Unin-
surance, Care Without Coverage: Too Little, Too
Late, Board on Health Care Services, Institute
of Medicine, 2002.

the relative roles for the public and
private sectors. Some reform plans
may be more conducive to quality
improvement than others, but all
could benefit from building quality-
promoting requirements and incen-
tives into their core designs.

The Quality Problem

There are important reasons to give
close attention to quality in designing
coverage expansion plans:
• There is widespread evidence of in-
appropriate medical care. Three re-
ports by the Institute of Medicine
have documented the shocking extent
of medical errors and inappropriate
care.2 These reports have established

                                                                   
 2 Institute of Medicine. To Err is Human:
Building a Safer Health Care System. Wash-
ington, D.C. National Academy Press. 1999;
Institute of Medicine. Crossing the Quality
Chasm: A New Health System for the 21st Cen-
tury. Washington, D.C. National Academy
Press. 2001. Institute of Medicine. Fostering
Rapid Advances in Health Care: Learning from
System Demonstrations. Washington, D.C.
National Academy Press. 2002.
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that the problem is not primarily one
of a few individuals acting in bad
faith or abject neglect. The problem is
a health care system that, for all its
dazzling medical technology, is dec-
ades behind on information technol-
ogy and lacking in accountability for
reporting medical errors, adopting
available means for reducing their
prevalence, and taking steps to ad-
here to best clinical practices. While
we spend tens of billions of dollars on
basic medical research, we spend only
a tiny fraction of this amount to learn
how to apply appropriately the new
technology emerging from this re-
search.
• A growing body of literature
documents the tragic under-use of
medically effective preventive and
primary care; routine referrals to hos-
pitals conducting a low volume of
procedures, which is associated with
adverse outcomes; unnecessary tests
and procedures; and a number of re-
lated problems.3
• We lack an integrated, electroni-
cally based clinical decision support
system. Given the vast amount of
ever-changing medical research
findings—there are some 10,000 peer-
reviewed control-trial medical studies
each year—keeping up with best
clinical practices without benefit of
electronic retrieval of information is a
daunting task for health providers.
• Medical care is frequently delivered
in a piecemeal, uncoordinated way. In
a hospital, for example, the attending
physician, other physicians, nurses,
pharmacists, therapists and social
workers may not have access to each
other’s notes and orders in a timely
way. Bottlenecks in the delivery sys-
tem (for example, long waits for lab

                                                                   
 3 See, for example, Chassin, Mark. “Assess-
ing Strategies for Quality Improvement,”
Health Affairs. Vol. 16, no. 3 (1997) pp. 151-
161; Shuster, Mark A. et. al. “How Good is
the Quality of Health Care in the United
States?” Milbank Quarterly, vol. 76, no. 4
(1998), pp. 517-563; and Dudley, RA et. al.”
Selective Referral to High-Volume Hospitals:
Estimating Potentially Avoidable Deaths,”
JAMA. 2000 March 1;283(9):1159-66.

results) may delay discharges.
• We lack comprehensive informa-
tion technology standards for health
care. Hospital systems and other pro-
viders may be reluctant to commit
substantial resources to quality im-
provement because they feel that the
quality standards are not well de-
fined.
• We are only slowly developing the
ability to track the delivery of care
across settings or assess healthcare
outcomes produced by individual
providers.
• Health care purchasers—both pub-
lic and private—frequently fail to es-
tablish clear and enforceable quality
standards, build these standards into
contractual obligations for health
plans and providers, and set up re-
wards, incentives, and penalties to
drive quality improvement.
• Health providers and plans are
faced with a bewildering array of in-
formation requirements by the mul-
titude of health care payers.

Proposals to extend health cover-
age, including those prepared for the
Covering America project, envision
various forms of purchasing on behalf
of newly (and currently) insured peo-
ple: federal and state government
purchasing through expansions in
Medicaid, S-CHIP, or Medicare; em-
ployers who are purchasing under
either voluntary or mandatory ar-
rangements; insurance exchanges that
serve small business and their em-
ployees and perhaps the unemployed
or others receiving subsidies; and in-
dividuals using tax credits to buy
coverage on their own. The impact on
quality will depend on the way phy-
sicians, hospitals, and other health
care providers are motivated under
these reform plans to take the lead in
improving quality. This, in turn, will
be influenced in part by the extent to
which government, business, and in-
dividual purchasers have incentives
to hold these providers accountable
for making a serious effort to learn
and adopt best medical practices.
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Box 1. Quality improvement (QI)
strategies that can be built into a
range of reform proposals:

ß Improvement in quality infor-
mation infrastructure

ß Quality measurement, stan-
dards, and report cards

ß Financial incentives and ac-
countability

Box 2. Examples of National Quality Information Base

ß The National Guideline Clearinghouse™ (NGC) is a comprehensive database
of evidence-based clinical practice guidelines and related documents pro-
duced by the Agency for Healthcare Research and Quality (AHRQ) in part-
nership with the American Medical Association (AMA) and the American
Association of Health Plans (AAHP). The NGC is intended to provide health
professionals, health plans, integrated delivery systems, purchasers and
others an accessible mechanism for obtaining objective, detailed informa-
tion on clinical practice guidelines and to further their dissemination, im-
plementation and use.

ß Emerging from the recommendations of the President’s Advisory Commis-
sion on Consumer Protection and Quality in the Health Care Industry, the
National Forum on Health Care Quality Measurement and Reporting
(Quality Forum) is developing a comprehensive quality measurement and
public reporting strategy. The Quality Forum is identifying and endorsing,
on a periodic basis, core sets of quality performance and consumer protec-
tion measures to meet the common information needs of purchasers, con-
sumers, providers, plans, quality oversight organizations, federal and state
policymakers, and public health officials. The group is promoting stan-
dardized measurement specifications, collection, verification, and audit
tools, and analytical tools for quality measurement along with education
plans for all stakeholders.

Sources: http://www.guideline.gov/FRAMESETS/static_fs.asp?view=about, and
http://www.qualityforum.org.

Therefore, two important questions
must be answered. First, what tools
and strategies do providers and pur-
chasers need to improve health care
quality? Second, what features of a re-
form plan would facilitate that effort?

Quality Improvement
Tools and Strategies

We focus on three types of quality
improvement strategies: improving
information on quality; developing
quality standards based on this in-
formation and disseminating these
standards to consumers; and holding
providers and health plans account-
able for meeting quality goals
through rewards and penalties.

Improvement in Quality
Information Infrastructure
There is much consensus among ex-
perts that a quality improvement
strategy must include investments to
improve information systems and in-
formation technology capabilities.
Such investments would help any
health care reform plan achieve a
critical goal: improving access to
timely and appropriate health serv-
ices and improving health outcomes.

As a recent report by the Institute
of Medicine (IOM) observes, health
care is provided through a series of
complex processes. These include di-
agnosing and treating a patient’s
medical problem; receiving and fol-
lowing up on lab, radiology, and
other diagnostic tests; communicating
the results with patients; monitoring
patient progress; and ensuring ap-
propriate follow-up. At each step,
communication among providers and

between clinicians and patients is
critical, and timely information and
knowledge is essential.4

There is no single “right way” to
combine the elements of a better in-
formation system; many variations
are possible. What we present here
are a few of the key building blocks.

First, an integrated clinical support
system would address the information
gaps and deficiencies in several ways.
In the IOM framework, this system
would involve the establishment of a
secure platform for communication
and sharing of clinical information
between patients and providers and
among providers. This could facilitate
the rapid movement of computer-based
information to multiple sites on a
need-to-know and right-to-know ba-
sis. The platform could be gradually
built out to include appointment
scheduling, tele-consulting and e-mail
communications between patients
and physicians; insurance eligibility
checking; decision-support tools for
both patients and clinicians, such as

                                                                   
 4 Institute of Medicine: Fostering Rapid Ad-
vances in Health Care: Learning from System
Demonstrations. November 2002. p. 57.

reminder systems, medication order
entry, and chronic disease manage-
ment; and e-health delivery modes.5

The goal would be to develop a clini-
cal data repository with computer-
ized, confidential records tracking
each patient’s changing conditions.

Second, if payers coordinate their
requests to hospitals and medical
groups using common quality indica-
tors, the reporting burden on plans
and providers would be reduced.

Third, a quality improvement
strategy may include a national quality
information base that collects, orga-
nizes, and disseminates quality-
related information. Emerging mod-
els include the National Guideline
Clearinghouse and the Quality Fo-
rum’s quality measurement and pub-
lic reporting strategy (See Box 2).

The strategies presented here could
improve the current system in several
ways. An integrated clinical support
system would provide a better source
of information for quality assessment
than traditional medical insurance
claims, which frequently do not in-

                                                                   
 5 IOM, op. Cit., p. 58-59.
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Box 3. Examples of Quality and Cost-Quality Measurement Initiatives

ß Union Pacific worked with the Midwest Business Group on Health to audit
potential quality problems among health plans and providers serving Un-
ion Pacific employees. Using The Dartmouth Atlas and HEDIS (Health Plan
Employer Data and Information Set), the review revealed a number of
quality problems including a history of high mortality rates for bypass sur-
gery patients; under-use of stress testing, aspirin, beta-blockers, and
smoking cessation guidance to heart attack patients; and potential over-
use of angioplasty and bypass surgery. Union Pacific is using the results to
inform health care providers, consumers, and other employers.

ß One research organization, CareScience, has assessed nearly 3,000 hospi-
tals using an amalgamated measure of quality (incorporating risk-adjusted
mortality rates, complication frequency, and a measure of the severity of
complications) combined with one element or indicator of cost, length of
stay. CareScience is also digging beneath the hospital-wide measures to
see how each institution performs in specific services (ICD-9 codes).

ß Dr. Brian Jarman of the Imperial College of Medicine (U.K.) and colleagues
at the Institute for Healthcare Improvement in the U.S. are examining
case-mix adjusted mortality rates and costs (using a measure of reim-
bursement) for over 1,700 U.S. hospitals.

 Sources: Midwest Business Group on Health; Reducing the Costs of Poor-Quality Health
Care Through Responsible Purchasing. 2002 and personal communications with Ron Paulus,
CareSciences, and Brian Jarman, M.D.

clude key clinical information and are
sometimes unavailable under man-
aged care arrangements. It would
foster team-based, coordinated care,
which would improve health out-
comes. A national quality-related da-
tabase could underpin decision-
making with timely and up-to-date
clinical information. And all of the
steps described would streamline the
process and reduce demands on pro-
viders, increasing their compliance
and freeing up time that can be better
devoted to patient care.

Quality Measurement,
Standards, and Report Cards
Another key component of a quality
improvement strategy would be to
use the kind of clinical information
and research findings described
above to develop evidence-based
medical guidelines and quality indi-
cators that permit comparisons across
various systems delivering health
care, and means for disseminating
these performance comparisons.

There are several current examples
of health care purchasers working
with physicians and hospitals to de-
velop practice guidelines, provide
these guidelines to health plans and
practitioners, track indicators of pro-
vider performance, and report com-
parative quality performance infor-
mation to the public in the form of
user-friendly “report cards.” The in-
tent of arming consumers and other
purchasers of health care with infor-
mation about comparative perform-
ance is that they will use the informa-
tion to select higher-quality providers
and health plans. Public dissemina-
tion of performance comparisons also
motivates lower-quality providers to
improve. Organizations taking this
approach include the Pacific Business
Group on Health, the Niagara Health
Quality Coalition, The Alliance in
Madison, Wisconsin, Massachusetts
Health Quality Partners, and a col-
laboration of the major automobile
manufacturers. Similarly, the Mid-

west Business Group on Health
worked with Union Pacific to identify
quality problems in one city where
the company has a significant pres-
ence. (See Box 3).

Much effort in the last two decades
has focused on developing health
plan performance indicators, and this
has been helpful. But with so much
overlap in health plan networks, such
measures have become less meaning-
ful. In response, quality experts have
more recently called for the develop-
ment of performance measures at the
provider (physician practice and hos-
pital) level.

The process of digging beneath the
health plan level will be facilitated by
the implementation of a new version
of the Consumer Assessment of
Health Plans that measures quality at
the group practice level. The new
system (G-CAHPS), developed by
AHRQ, is being developed and is ex-
pected to be available for use in 2003
or early 2004.

The accuracy and utility of per-
formance measurement and compari-
sons can be enhanced by making ad-
justments for the level of health risks
posed by the patients that a health
plan or a provider serves. Comparing
outcomes among provider groups or

health plans when one serves a sicker
population than another can produce
misleading results because even with
the best care, more severely ill pa-
tients are likely to have poorer out-
comes. Improved severity-adjustment
has played a crucial role in the suc-
cess of outcomes-reporting initiatives
such as New York State’s Cardiac
Surgery Reporting System and as-
sessments of care delivery systems
undertaken by the Buyers Health
Care Action Group in Minneapolis-St.
Paul. More developmental work on
risk-adjustment approaches is needed
to provide the foundation for new
and expanded initiatives.

Another area that is in its infancy
but shows promise involves compar-
ing providers’ performance in terms
of a “value” measure encompassing
both providers’ cost of delivering care
and quality. Both CareSciences, a re-
search organization in Philadelphia,
and Dr. Brian Jarman of the Imperial
College of Medicine in the U.K. are
pursuing such work (See Box 3).
Further research in this area may
provide insight into reducing varia-
tion in outcomes and cost to accept-
able levels, and promoting high qual-
ity while reducing or containing costs.
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Coverage expansion proposals may
not be expected to detail a specific
quality measurement strategy. But
they can call for the development and
dissemination of these measures, and
earmark some resources to facilitate
their improvement and implementa-
tion.

Financial Incentives and
Accountability
The third step in a quality improve-
ment strategy is accountability. In-
formation itself will not drive change
in the health care system unless it is
acted on. Designers of health care
coverage expansion proposals can
outline a set of incentives to reward
adherence to good medical practices
and to put pressure on provider
groups that fall short.

First, new coverage models can
build a requirement for reporting quality
indicators directly into the program
design. According to David Lansky,
the President of the Foundation for
Accountability (FACCT), “Any major
change in federally funded health
benefits should require the appropri-
ate agency to receive and publish
standardized reports regarding the
quality, safety, and effectiveness of
care delivered with any public funds
authorized by the legislation.”6 Pro-
viding a precedent for this approach
was the State Children’s Health In-
surance Program (S-CHIP) legislation
enacted in 1997, which requires states
to submit to the Department of
Health and Human Services an
evaluation plan on the effectiveness
of quality improvement efforts. To
foster consistency across various
states’ initiatives to measure quality
under S-CHIP, AHRQ, in cooperation
with several private foundations and
non-governmental organizations,
formed a consortium to develop spe-
cific tools to measure the quality of

                                                                   
 6 Lansky, David. “Improving Quality
Through Public Disclosure of Performance
Information.” Health Affairs. July/August
2002. P. 53.

children’s health. More than 80 orga-
nizations participated in the Child
and Adolescent Health Measurement
Initiative (CAHMI). Lansky reports
that clinical and quality measurement
experts developed three sets of qual-
ity measures based on published,
validated research instru-
ments—covering pediatric care for
children up to age three, care for chil-
dren with chronic illness, and pre-
ventive services for adolescents.

Second, new coverage models can
tie financial incentives to quality per-
formance. Public subsidies for health
insurance, for example, could be
linked to quality indicators. Some of
this linkage could occur at the health
plan level. For example, lower con-
sumer cost sharing or richer benefits
could be available for people choos-
ing plans designated as “higher-
quality.” Tying employee premium
contributions to the quality and cost
of health plans has been undertaken
by General Motors for its salaried
workers.

Financial incentives can also
emerge from purchasers’ decisions to
build a requirement that health plans
report progress toward achieving
quality improvement targets into
their contracts. For example, govern-
ment and business purchasers might
hold health plans accountable for in-
creasing the proportion of their en-
rollees who receive preventive health
screening tests over the term of their
contracts. Another form of incentive
involves directly rewarding providers
and plans that perform well. This
may include higher payments to bet-
ter performing providers, or bonuses
or set-asides for plans or providers
meeting performance goals, with the
amounts large enough to affect be-
havior. Other forms of incentives may
involve directing patients or enrollees
to better-performing entities through
selective contracting, centers of ex-
cellence, creating a preferred provider
organization, or, for Medicaid or
other public coverage, rewarding

high-performing plans with a larger
share of default enrollees (those who,
when they do not choose a plan on
their own, are assigned to a specific
plan). An overall challenge in this
area is to develop incentives that re-
ward plans and providers for keeping
patients well, not just for providing a
needed service effectively once a per-
son is sick. Examples of purchasers
that incorporate financial incentives
into their practices are presented in
Box 4.

Building Quality
Improvement Design
Features into Coverage
Expansion Proposals

This section explores the types of de-
sign features that coverage expansion
proposals might build in to facilitate
the quality improvement initiatives
described above. Indeed, most of the
quality improvement (QI) strategies
presented in this brief could be incor-
porated into any major reform pro-
posal. A national clearinghouse of in-
formation on quality of care and per-
formance, electronic medical records,
computer-based technology, and
other methods of improving quality
information and infrastructure could
be incorporated in reform proposals
that span the political and ideological
spectrum. The primary differences lie
in the entities playing the roles and
carrying out the functions across
various reform plans. For example,
the roles for purchasers outlined in
this paper could be played by large
employers, business coalitions, large
regional “insurance exchanges,” vari-
ous forms of “sickness funds,” states,
or other government agencies such as
Medicare.

That said, some reform proposals
may be more conducive to certain QI
strategies than others. In addition, the
sources and level of funding for QI,
and the strength of QI incentives
and/or directives will also influence
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the magnitude and ultimate success
of QI efforts.

A series of initiatives led by the
medical community, and supported
by government and private sector
purchasers of care, could be geared to
the development of quality indicators
and measurement tools, and the
identification and use of effective and
efficient medical practices. Clearly,
physicians, hospitals, and other
health care providers and researchers
must take the lead in determining
best medical practices and forging
practice guidelines, but other
stakeholders can play a role in en-
couraging adherence to these prac-
tices by providers, as well as fostering
other key QI functions.

Proposals that Promote
Multiple Group Purchasers
One set of health reform proposals
would establish and promote large,

multiple group purchasers.7 In addition
to buying health care for various
segments of the population, these
group purchasers could be structured
to have primary QI responsibilities.
The theory is that large group pur-
chasers are likely to have considera-
bly more leverage to drive medical
practice improvements than are indi-
viduals or small groups working by
themselves.

Large group purchasers could
supplement the work of the medical
community by adopting their own set
of quality benchmarks, and they
could use a variety of “carrots and
sticks” to increase compliance by
providers to adopt best medical prac-
tices and to meet quality goals. Group

                                                                   
 7 See, for example, proposals by Singer, et. al,
Holahan, et. al., and Gruber, in Jack A.
Meyer and Elliot K. Wicks, Covering America:
Real Remedies for the Uninsured. Economic and
Social Research Institute. 2001.

purchasers could disseminate com-
parative assessments of plans and
providers, tie financial incentives and
sanctions to meeting standards, and
promote quality-based competition
among health plans through pur-
chasing pools offering multiple plans
or care systems to enrollees. They
could require health care providers to
deliver information on their practice
styles and health outcomes to some
type of “clearinghouse” entity de-
scribed earlier.

Large group purchasers may in-
clude states (for Medicaid/S-CHIP
and state employees), the federal
government (for Medicare, veterans,
CHAMPUS and federal employees),
large employers and business consor-
tia, and/or new entities such as in-
surance exchanges. Under some ap-
proaches (such as that developed by
Sara Singer, Alain Enthoven, and
Alan Garber of Stanford University
for the Covering America project), peo-
ple not connected to insurance op-
tions through large employers, Medi-
care, or Medicaid would be aggre-
gated into large purchasing pools, or
“insurance exchanges,” that offer a
range of insurance coverage products.
In addition to encouraging greater
competition among the health plans,
such pooling gathers up a large num-
ber of people (for example, the un-
employed, employees of small com-
panies, people doing part-time and
temporary work who are ineligible
for employer coverage) and creates
entities with the leverage to demand
and develop robust quality improve-
ment efforts. If everyone is included
in some form of large purchasing
pool, purchasers will presumably find
it easier to require data reporting
from plans and providers and to im-
plement performance measures and
performance-based purchasing.

Another approach (for example,
the one offered by Covering America
authors David Kendall, Jeff Lemieux,
and Robert Levine) would create
state-established purchasing groups

Box 4. Examples of Financial Incentives to Promote Quality Improvement

ß The state of Rhode Island has incorporated performance-based financial
incentives into its Medicaid contracts with participating health plans.
Launched in 1998, the RIte Care Performance Goal program measures and
rewards health plan performance related to administration, access, and
clinical service standards. It ties performance to financial rewards separate
from and in addition to the negotiated capitation payments.

ß General Motors structures its premium contributions for salaried workers
so that employees pay less out of pocket if they choose health plans that
score well on the company’s cost and quality-based performance rating
system.

ß Six large California health plans agreed to set aside $100 million in annual
incentives to medical groups representing 35,000 physicians. The plans will
use a common medical group performance scorecard, with payments
based on a mix of prevention, chronic care management, and patient sat-
isfaction measures that the Pacific Business Group on Health is helping to
develop.

ß Five members of The Leapfrog Group in the New York area (Xerox, IBM,
Pepsi, Verizon, and Empire Blue Cross and Blue Shield), are increasing DRG
payments by about 4 percent for hospitals that invest in two quality im-
provement mechanisms (computer-assisted physician order entry and
closed-staff intensive care units).

ß The Buyers’ Health Care Action Group in Minneapolis pays higher fees to
provider care systems that demonstrate superior performance based on
patient satisfaction, delivery of preventive services, and documented im-
plementation of clinical quality improvement initiatives.

Sources: Silow-Carroll, Sharon. Building Quality into RIte Care: How Rhode Island is Im-
proving Health Care for its Low-Income Populations, The Commonwealth Fund, January
2003; and Midwest Business Group on Health. Reducing the Costs of Poor-Quality Health
Care Through Responsible Purchasing. 2002.
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Box 5. QI Design Features from Two Covering America Proposals

Singer, Enthoven, and Garber – Using Tax Credits and Insurance Ex-
changes to Expand Coverage

ß Insurance “exchanges” would require plans to offer standardized basic
benefits (to facilitate plan comparison) and meet minimum standards for
measuring quality.

ß Exchanges must make available comparative information on plan bene-
fits, pricing, quality measurement, and quality improvement initiatives.

ß A new federal Insurance Exchange Commission (IEC) would establish
minimum quality measurement and reporting standards for participat-
ing health plans. The IEC would also develop new quality measures and
encourage standardization of data across exchanges and with other pur-
chasers. Plan quality data would be reported directly to the IEC by plans.

Kendall, Lemieux, and Levine – Using Refundable Tax Credits and Per-
formance-Based Grants to States to Develop Purchasing Groups to Ex-
pand Coverage

ß The federal government would help build a health information infra-
structure to improve communications and enhance information ex-
change between stakeholders. The result would be an information
warehouse similar to the SEC which would report on healthcare quality
and outcomes.

ß Comparative information would be produced at the provider as well as
at the health plan level.

ß Individuals could choose where to carry their tax credit, supported with
information on quality of care.

ß The federal government would make grants to the states that are, over
time, contingent on meeting quality improvement targets.

Source: Covering America: Real Remedies for the Uninsured. Economic and Social Re-
search Institute, Volume 1, June 2001; and Volume 2, November 2002.

that offer all individuals and busi-
nesses an array of health plan options.
This approach assigns to the federal
government the role of building a
health information infrastructure to
store timely computer-based infor-
mation on quality and to report re-
sults to the public. It would be possi-
ble (as Kendall and his colleagues do)
to combine this with incentives: fed-
eral grants to the states to help cover
the uninsured would be contingent
upon meeting quality improvement
targets.

Another related design feature (in-
corporated in both of the proposals
referenced above) is the development
of a body similar to the Securities and
Exchange Commission to help set na-
tional goals for health care quality,
monitor progress toward those goals,
and recommend remedial solutions. It
could be designed to make available
standardized benefit plans along with
comparative information on benefits,
pricing, quality measurement, and
quality improvement initiatives (see
Box 5).

Proposals that Emphasize
Individual Insurance and
Consumer-based Reform
Other health reform proposals pro-
mote individual health coverage and
consumer-driven health care.8 Quality
improvement under this model
would be led primarily by consumers.
Physicians and other providers would
compete for consumers’ business on
the basis of both performance and
costs. Consumers would educate
themselves and become informed
buyers of health care services. With-
out group purchasers playing a major
role, it would be up to the medical
community to identify quality stan-
dards and best practices, and up to
                                                                   
 8 See, for example, Tom Miller, “Improving
Access to Health Care without Comprehen-
sive Health Insurance Coverage: Incentives,
Competition, Choice, and Priorities.” In Jack
A. Meyer and Elliot K. Wicks. Covering
America: Real Remedies for the Uninsured: Vol.
2. Economic and Social Research Institute.
2002.

government or some other objective
entity to monitor performance meas-
urement and provide information for
consumers.

This type of reform would be de-
signed to include the development of
internet-based tools that would allow
consumers to identify the prices, cre-
dentials, experience, and performance
records of providers. Under some
proposals, individual buyers could
actually use this information to de-
sign their own networks of providers.
Web-based tools are being developed
that could also compare health plans
and physicians in ways that are tai-
lored to consumers’ particular medi-
cal conditions or problems. For ex-
ample, the Pacific Business Group on
Health has developed a computer as-
sessment tool for consumers allowing
them to view side-by-side compari-
sons of medical groups’ experience

treating specific diseases such as dia-
betes or hypertension.

Another premise of this strategy is
that quality would be improved by
the removal of managed care restric-
tions that have stood between doctors
and their patients. Some proponents
of this reform strategy assert that
health status would be enhanced by
giving patients unfettered access to
health care providers. A national
clearinghouse on quality, electronic
medical records, and computer tech-
nologies described earlier could im-
prove quality under these reforms as
well.

Several specific design features
could be built into this consumer-
driven movement to facilitate actual
improvements in health care quality.

First, the new consumer-driven
health plans that feature personal care
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accounts,9 health insurance coverage
for major medical expenses, and an
array of web-based information and
decision support tools could be de-
signed to give consumers an incentive
to economize on the use of discretion-
ary health services without discour-
aging the use of essential services. For
example, the consumer-driven health
plans are supposed to convert today’s
medical benefits model featuring
generous front-end coverage into a
true insurance model under which
consumers pay most of the cost of
routine medical bills. But an excep-
tion could be made for cost-effective
health services such as screening to
detect diseases and preventive care.
Second, the insurance component of
these new plans could kick in just
above the amount of the personal care
account so that consumers are not left
with a large gap between cash and
coverage. Third, some of the essential
features of a good care management
model could be retained, such as
centers of excellence for advanced
medical procedures, financial incen-
tives to use higher-quality providers,
and disease management programs
for people with chronic illness and
disability.  Another useful feature
would be to help ensure that patients
have access to the Internet and that
reliable disease management and
prevention information is appropri-
ately positioned within web sites to
give patients user-friendly and medi-
cally sound information.

Reforms that Establish
National Health Systems
Some health reform proposals would
essentially establish a national health
plan, such as expanding Medicare to
the entire population.10 Nearly all of

                                                                   
 9 Personal care accounts are cash accounts for
employees that are solely funded by employ-
ers and usable only for qualified medical ex-
penses.  Unused cash balances can be carried
forward from one year to the next without
tax penalty.
 10 See, for example, James A. Morone, “Medi-
care for All.” in Meyer and Wicks, vol. 2, op.
cit.

the quality improvement strategies
outlined earlier could also be applied
to a national health plan. Investments
in information technology, a national
clearinghouse of clinical data and best
practices, the development of quality
standards and indicators, and meas-
urement and dissemination of per-
formance comparisons can improve
quality of health care under a national
health plan as under other reform
scenarios.

Further, financial incentives are not
incompatible with national health
plans and could be used to improve
quality. Payments to providers by a
“single payer” or multiple public
payers, for example, could be tied to
adherence to best practices and
eventually to performance, if ade-
quate case-mix adjusters are devel-
oped.

In fact, the limited number of pay-
ers under national health plans means
that those payers have considerable
leverage to drive quality improve-
ment. In this respect, it can be argued
that national health systems are even
more conducive than private group-
based or individual-based reform
plans to establishing common elec-
tronic information systems and re-
quiring providers to meet quality
standards and report outcomes.

   An entity modeled after the Secu-
rities and Exchange Commission, de-
scribed above, could be an important
design feature of a national health
plan as well. This entity could set na-
tional quality goals, monitor per-
formance and the dissemination of
comparative data, establish the na-
tional standard benefit plan, and con-
duct other QI-related functions.

Conclusion

Incorporating quality improvement
into major coverage expansion pro-
posals, or even building onto our cur-
rent system, involves many choices
and considerations. Purchasing enti-
ties—whether they are employers,

government, individuals, or insur-
ance exchanges—can promote quality
improvement as they buy health cov-
erage for various populations. The
strategies outlined above require re-
form designers to make choices about
investing in information technology
and creating an integrated clinical
data support system; measuring,
comparing, and publicizing pro-
vider/health plan performance;
structuring incentives to foster ac-
countability; and pooling purchasing
power to exert leverage on the deliv-
ery system.

These issues present challenges to
policymakers as they try to improve
the U.S. health care system. Whether
pursuing major coverage expansions
such as the Covering America propos-
als, or promoting incremental reforms
to our current system, a careful, sys-
tematic consideration of how to in-
corporate quality improvement is vi-
tal. n
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