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Issue

Over the last five years, Medicare has implemented hospital  
quality performance and penalty programs to incentivize improved  
patient care. Unfortunately, these programs disproportionately 
disadvantage teaching hospitals due to the lack of appropriate 
risk adjustment to account for the complexity of patients treated 
and for activities beyond the hospital’s control. Improving the 
quality of patient care and advancing clinical improvements are 
an integral part of AAMC members’ missions of patient care, 
research, and medical education. Teaching hospitals and teaching 
physicians practice care that emphasizes quality improvement 
while serving the most complex and chronically ill patients in  
the nation. Medicare must recognize this unique role of these 
providers in its quality programs to ensure these institutions  
can continue to fulfill this important mission.

Background

Beginning in 2012, Medicare introduced three new quality  
programs that tie a hospital’s payment to performance on a 
series of metrics. These hospital quality programs are as follows:

•  Hospital Value-Based Purchasing (VBP) Program, a pay-for- 
performance program that rewards or penalizes hospitals up  
to 2 percent of their base payment based on performance for  
a variety of measures

•  Hospital Readmissions Reduction Program (HRRP), a program 
that penalizes hospitals up to 3 percent for excess readmissions 
for selected conditions

•  Hospital-Acquired Condition Reduction Program (HACRP),  
a program that assesses 25 percent of hospitals with a 1 percent  
penalty for performance that is lower than other hospitals on 
certain patient safety measures

While the AAMC supports the concepts of all three hospital 
quality programs, there are serious flaws in each that must  
be addressed. A significant number of the metrics used, such 
as those focused on reducing readmissions, assess care that  
occurs outside of the hospital’s direct control and do not  
consider whether a patient has access to appropriate follow-up 
care or general community support. Patients who are sicker, 
do not have family to care for them, or have limited access to 
medicine or healthy food are more likely to return to a hospital 
for care, inappropriately resulting in “excess readmissions”  
under Medicare’s policies. The metrics also need more precision 
to better reflect the complexity of patients treated. The nation’s 
teaching hospitals disproportionately care for a complex and 
vulnerable patient population and are penalized by the lack 
of appropriate risk adjustment when performance measure 
scores are determined.

In addition, Medicare’s quality programs treat all types of  
hospitals with the same broad criteria. There are no adjustments 
for the size or location of the hospital or for the sociodemographic 
status of the patients treated. A major teaching institution  
with 500 beds serving a large number of Medicare patients 
located in the middle of a city is currently directly compared 
with a 20-bed hospital in an affluent suburb. The complexity 
of patients and treatments, along with the number of quality 
measures reported, are vastly different between these two types 
of hospitals. This complexity is frequently not accounted for  
in the quality metrics; as a result, many teaching institutions 
are disadvantaged.

ISSUE SUMMARY

As currently constructed, Medicare’s hospital quality performance programs disproportionately, and inappropriately, 
disadvantage the nation’s teaching hospitals. The AAMC strongly supports a transparent and beneficial quality program. 
However, Medicare must update its measures and programs to ensure that all hospitals are assessed on a level playing 
field. The issues outlined below only pertain to quality measures and programs required by Medicare. The AAMC’s  
Sociodemographic Status policy statement has a more in-depth summary of concerns related to the lack of a sociodemographic 
status adjustment in hospital and physician quality programs.
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AAMC Policy Recommendations

The federal government should continue to encourage policies 
that help providers advance quality and patient safety and 
improve and strengthen the hospital quality performance  
programs. Key recommendations include the following:

•  The measures used in quality programs should accurately 
recognize differences among hospitals and the patients they 
serve. Appropriate risk-adjustment methodologies should be 
used to account for these differences in patient populations.

•  The measures used to assess performance should be evidence 
based, tested, feasible, and statistically valid.

•  For purposes of quality measurement, public reporting,  
and payment, similar categories of hospitals should  
be compared with one another.

•  Ensure stakeholders have the opportunity to review and 
reform the processes of public-private organizations tasked 
with reviewing quality metrics.

Related Issues

• Sociodemographic Status

• Medicare Physician Payment and Quality
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