
Five years into the new millennium, the role of
health plans and insurers in advancing healthcare
quality is changing. Three fundamentals are driv-

ing this change:  the evolution of the health insurance
marketplace, the affordability crisis faced by business
and consumers, and plan and provider experience.  

The health insurance marketplace has undergone
significant evolution away from the traditional, now
even quaint health maintenance organization (HMO)
model. The original vision of HMOs, arising from pre-
paid group practices, was that of non-overlapping
provider systems or networks, typically primary care
based, applying clinical guidelines and appropriateness
criteria, and striving for the highest levels of accredita-
tion and performance reporting as identified by external
national organizations. Yet in the aftermath of the failed
Clinton Health Plan effort, the market in the 1990s saw
the rise of a large number of local, regional, and nation-
al carriers, often hard-edged micromanagement of care
by carriers, and the resultant “managed care backlash”
among physicians and hospitals.1 Consequently, the US
health system now has (a) significant consolidation
among both carriers and providers (particularly hospi-
tals); (b) strong preference for the preferred provider
organization (PPO) model, which offers the benefits of
broad choice for consumers and access to covered con-
sumers across plans for physicians; and (c) care and dis-
ease management programs that rely on data and
influence, rather than on insurance denials to promote
quality and efficiency.2

This evolution has attenuated the ability of health
plans to use the traditional tools developed in the HMO
world to improve quality and promote effective use of
resources.  Unlike group- and staff-model HMOs, PPOs
have no defined primary care physician “gatekeeper,”
no defined denominator against which to measure
rates, and less well developed quality measurement
and accreditation infrastructure, when compared to
the HMO model. Furthermore, choice is a double-
edged sword: consumers are now free to seek care and
care providers that offer a broader range of quality
characteristics. Lastly, a legal climate that carries a
risk of “vicarious liability” (holding the health plan
liable for quality of care) places further limits on health
plan activism. 

Yet some of the basic strategies that have been used
successfully to influence care patterns still hold power:
data analysis, measurement of absolute and compara-
tive performance, and positive and negative incentives.
What is most striking about the current situation is the
rapid evolution of these strategies toward a consumer-
directed, rather than a plan- or even physician-directed,
world. Having faced year-over-year double-digit or high
single-digit cost increases, employers have grown
increasingly frustrated with the pace of improvement.
Five years after the Institute of Medicine reports “To Err
Is Human” and “Crossing the Quality Chasm,” employ-
ers see healthcare improving at glacial speed.  Business
leaders have accumulated significant experience about
the quality and efficiency gains available in other busi-
ness arenas through the use of process innovations such
as Lean Production and Six Sigma continuous quality
improvement. These leaders see no reason these
approaches cannot be deployed, rapidly and at scale, in
healthcare.

Large employers are now driving the next revolu-
tion: a consumer-directed and consumer-focused
healthcare system, facilitated by transparent depiction
of quality and efficiency information. While this next
transition in the healthcare marketplace is still in its
early stages, the combination of rising healthcare costs,
greater consumer cost-sharing, and the lack of alterna-
tive public or private solutions to persistent quality and
cost challenges will likely lead to continued growth of
consumer-directed initiatives.3 This aggressive drive to
promote true transparency in the marketplace around
clinical quality, efficiency, and the consumer experi-
ence of care may be an even greater challenge to physi-
cians and hospitals than was the growth of managed
care itself.

In this new era, the historical role of health plan
accreditation and focus on structural assessment will
become less useful as mechanisms to depict quality.
Traditional reliance on Health Employer Data and
Information Set (HEDIS) measures as indicators of clin-
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ical performance will be augmented by comparative
performance of quality and efficiency, using advanced
analytic methods. For example, the authors’ company,
UnitedHealthcare, uses methodologies based on
Episode Treatment Groupers and All Patient Refined
Diagnosis-Related Groups to profile physicians across a
single national network, identify performance most con-
sistent with defined evidence-based medicine rules, and
establish superior efficiency of care by examining spe-
cialty-specific episodes of care on a comparative basis.
These measures form the basis of a designation program
that can be used by employers to support tiered bene-
fits and create information for consumers to make opti-
mal healthcare purchasing decisions.  These same data
are used to help physicians improve their own quality
and efficiency performance and are the supporting
framework for physician incentive programs.

These tools, however, are different than the now-
traditional HEDIS measures.  HEDIS measures are fair-
ly straightforward exercises in counting, relatively easy
for consumers and physicians to understand; even so,
there are methodologic challenges, as noted by
Fuhlbrigge et al in this issue of the Journal.4 The new,
episode-based tools incorporate sophisticated ap-
proaches to data mining, episode construction, and risk
and case-mix adjustment. It will be challenging to
explain these methodologies to physicians and to clear-
ly indicate the actions physicians need to take to drive
improvement.

As in the early years of HEDIS indicators, the mar-
ketplace will be characterized by a number of method-
ologies, data aggregation approaches, and feedback and
improvement initiatives. This era of experimentation,
while necessary, needs to move rapidly toward com-
mon, uniform standards and processes. Moreover, these
more sophisticated methods to highlight quality and
efficiency opportunities, the “new tools” for advancing
quality, will be coupled with a variety of “pay for per-
formance” approaches. Bridges to Excellence, which
offers physicians’ per-patient bonuses based on recog-
nition from the National Commission for Quality
Assurance in 1 of 3 arenas, is a promising model, as are
the new pilot projects being conducted by the Centers
for Medicare and Medicaid Services.5

Lastly, information technology infrastructure will
play an instrumental role in facilitating the compilation,
analysis, and dissemination of timely, relevant, and use-
ful information for improvement. The Derose et al study
of the use of technology and clinical decision support
tools to improve population management and perform-
ance in alignment with evidence-based guidelines helps

build an evidence base for technology applications.6 The
Agency for Healthcare Research and Quality, The Robert
Wood Johnson Foundation, and others have initiatives
in this area that will enhance our understanding of what
works and what does not. Promoting the diffusion of
effective tools such as patient registries, formulary
downloads for personal digital assistants, e-prescribing,
chronic disease biomonitors, and other incremental, but
doable advances, holds significant promise for advancing
quality. Ultimately, a national interoperable technology
platform will clearly be required.

In a consumer-directed world, access to easily
understood, comparative quality data is critical to facil-
itate decision making. Ideally, national consensus
around standard measures, methods for use of aggre-
gate data, and common approaches to performance
depiction will emerge quickly (if only to relieve the
reporting burden and codify an approach to compara-
tive measurement and reporting.) We are in a phase of
experimentation around methods, engagement
approaches, and use of incentives to change consumer
and physician behavior.  

While physicians and carriers may experience the
next few years as a complex, even chaotic swirl of inno-
vation and system change, we are optimistic that the
resulting changes in our healthcare system will, at the
end of the day, be better for patients. If we focus on
results, move toward transparency and improved
accountability for use of healthcare resources, stratify
provider performance, and accumulate knowledge and
experience through careful research during this phase
of experimentation, we will ultimately move closer to a
safe, effective, patient-centered, timely, efficient, and
equitable health system. Although working under the
ancient curse “may you live in interesting times” may
be painful at times, the challenge of change is far out-
weighed by the opportunity.
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