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Executive Sumnmg

l. Background

There is growing recognition that social risk factpssich as income, education, race and ethnicity,

employment, community resources, and social supggstay a major role in health® Despite ongoing
efforts, significant gapgemainin health and irife expectancy based on income, race, ethnicity, and
community environment;’

At the same time, the health casystem is increasingly moving towards higher levels of provider
accountability for the quality, outcomes, and costs of care. \Vhaged or alternative payment models,
which tie payment to the quality and efficiency of health care delivered, are in placearly all
Medicare settings, including in hospitals, outpatient settings, and-poste facilities.

These two issues are intersectifigbeneficiaries with social risk factors have worse health outcomes
because the providers they see provide lquality care value-based purchasingould be a powerful

tool to drive improvements in care and reduce health disparitimwyever, i beneficiares with social

risk factors have worse health outcomes becausel@mnentsbeyondthe quality of care provideduch

as the social risk factors themselves, vabased payment modelsoulddo just the opposite. If

providers have limited ability to influce health outcomes for beneficiaries with social risk factors, they
may becomeeluctant to care for beneficiaries with social risk factors, out of fear of incurring penalties
due to factors they have limited ability to influence

In many ways, benefidigs with social risk factors may benefit the most from vahased purchasing
programs and other delivery system reform efforts, since improved care coordination and provider
cooperation will be of the highest utility to the most complex beneficiarieh e most care needs.
Therefore,in order to properly align payments and enswauebased purchasingrograms achieve
their intended goalsthe relationshipsbetween social risk and performance on these prograeed to
be better understood. Thisepon, mandated by thdmproving Medicare Posicute Care
Transformation Act of 201dr the IMPACT A¢P.L. 113185)? shares empirical analysis using existing
Medicare data to helpddressthese questions and providesnsiderations for policymakers while
additional work using other data sources continues.

Il. Definitions and Scope

The social risk factors examin@uthis reportwere dual enroliment in Medicare and Medicaid as a
marker for low income, residence in a lemcome area, Black race, Hispanic ethnicity, and residence in a
rural area. Disabilityvas also examined as it idated to many social risk factors, available in claims

data, and already used in some Medicare payment calculatioi® that there are many other social

risk factors that were not examined in this report due to data limitations; many of these will be
addressed in Study B, also mandated under the IMPACTPhotiders (here, hospitals, health plans,
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physicians, dialysis facilities, skilled nursing facilities, and home health agencies) in the top quintile of

the proportion of their beneficiaries with eadocial risk factor (for example, the physicians with the

highest proportion ofdualls Yy N2 f £t SR 0 SY STA OA I NRYSSAI0¢ A .INRSS AGRS/NGBA RSN

purposes of this Report.

Medicare payment programs were selected for analysis if they wenently operational or defined in
statute, and if they incorporated quality and/or efficiency metrics into payment (Table 1):

Table 1: Medicare Payment Programs Includadhis report

Program

1) Hospital Readmissions Reduction Program

2) HospitalValueBased Purchasing Program

3) Hospital Acquired Condition Reduction Program

4) Medicare Advantage (Part C) Quality Star Rating Program*

5) Medicare Shared Savings Program

6) Physician/aluebased payment modifidProgran

7) EndStage Renal Disease Qualitgentive Program

8) Skilled Nursing Facility VahBased Purchasirigrogrant

9) Home Health ValuBased Purchasirfgrogramy

FLYOfdzZRS&a t I NI 5 YSGNAROaA HKSNB | LILIX AOFof S nBagedBeentivie I
PaymentSy&Y o6alLt {0 AY HnmMmdbDd progrEn® arfido Gewio.hdve grogrRaevelldata yet available for
analysis; thus for the purpose of thisport onlycertainmeasureshat may be used in these two programere analyzed

lll.  Findings

A. FINDING 1: Beneficiaries with social risk factors had worse outcomeanamy quality measures,
regardless of the providers they saw, and dual enrollment status was the most powerful predictor
of poor outcomes.

Beneficiaries with social risk factors hadbper outcomes on many quality measures, including process

measures (e.g., cancer screening), clinical outcome measures (e.g., diabetes control, readmissions),

safety (e.g., infection rates), and patient experience measures (e.g., communication from dwoctors

nurses), as well as higher resource use (e.g., higher spending per hospital admission episode). This was

true even when comparing beneficiaries at the same hospital, health plan, ACO, physician group, or
facility. Dual enrollment (enrollment in both édlicare and Medicaid) was typically the most powerful
predictor of poor performance among those social risk factors examined. For the most part, these

findings persisted after risk adjustment, across care settings, measure types, and programs, and were

moderate in size.

B. FINDING 2: Providers that disproportionately served beneficiaries with social risk fatéoged
to haveworse performance on quality measures, even after accounting for their beneficiary. mix
Under all five value-based purchasingrogramsin which penalties are currently assessed, these
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providers experienced somewhat higher penalties than did providers serving fewer beneficiaries

with social risk factors
In every care settingxamined providers that disproportionately cared for beneficiaries with social risk
factors tended to perform worse than their peers on quality measures. Some of these differences were
driven by beneficiary mix, but some of the difference persisted even aftestg for beneficiary
characteristics. As a result, safatgt providers were more likely to face financial penalties acrodvall
operationalMedicarevalue-based purchasingrogramsin which penalties are assessedcluding
programs in the hospitaphysician group, andialysisfacility settings. fiey were also less likely to
receive bonuses in Medicare Advantagée Fingle exception was that ACOs with a high proportion of
dually-enrolled beneficiaries were more likely to share in savings undekigdicare Shared Savings
Program, despite slightly worse quality scores

However, in every setting, be it hospital, health plan, ACO, physician group, or facility, there were some
providers that served a high proportion of beneficiaries with socialfaistors who achieved high levels
of performance.This suggests that high performance is feasible, with the right strategies and supports.

C. Interpretation of Findings

¢CKS FANRG ljdzSadAzy Y20A@FGAy3a GKA&A NBaSIkNOK gl a
2dzi02YSa RdzS (2 GKSANI a20AFf NARA] LINETAOtSE 2 NJ
dual enrollment status is independently associatgth worse outcomes, and dually enrolled

beneficiaries are more likely to see lowgrdzl £ A G & LIN2 A RSNA ® ¢tKS aSO2yR |
serve beneficiaries with social risk factors perform worse due to the high proportion of beneficiaries

with social risk factors, or do they provide lowlprdzl £ A 1 & OF NB 2 @S NI Hoth.K ¢ ¢KS |
Providers serving high proportions of beneficiaries with social risk factors tended to perform worse in

part due to the patient population, and in part due poor performance overall.

ot
SO

(@]

However, thes@analyses cannot determine wisyichpatterns exist. Beneficiaries with social risk factors
may have poorer outcomes due to a host of factors, including higher levels of medical risk, worse living
environments, geater challenges in adherence and lifestyle, and/or bias or discrimination.

{2YS 2F (KSaS FILOG2NR NP 06S@2yR LINPOARSNBQ O2yiN
living environments. Some of these factors are probably under some infldemoeclinicians, such as

I RKSNBYOS FyR tAFSatetsS OKz2AO0Sao l'YR &a2YS 2F (KS
including bias and discrimination.

Providers serving these beneficiaries may have poorer performance due to a similarly lohgakisbrs,

including fewer resources, more challenging clinical workloads, lower levels of community support, or
worse qualityofcare ! A Ay X a2YS 2F (KSasS FILOG2NA I NB dzy RSNJ L

Many of these factors, for both beneficies and providers, are not easily measured with current data.
. SG dzyRSNREGEFYRAY3I GKS GoKeaé Aa SaaSyidalft G2 FAYR
need for more research in this area.
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D. Potential Solutions

A number ofpotential solutions for if and how to account for social risk in Medicare programs have
been proposed. It is important to note that quality measures are used in two ways for these programs:
1) reporting to providers and the public; and 2) to determine payment adjustmemth as bonuses and
penalties. Thus, potential solutions can be relevant to adjusting the measures for reporting, adjusting
the measures for the purpose of determining payments, or directly adjusting the payment
methodologies without adjusting the meass themselves.

I. Adjusting qualityand resource useneasures

Quiality and resource use measures can be and are used for multiple purposes. Some measures are used
purely for quality improvement, typically within a health care system or clinical practicemtify and

track specific clinical areas for improvement. Many of these measures are processes of care that are
based upon steps within clinical practice guidelines, such as whether or not a Hemoglobin A1C was
ordered for diabetic patients. Generally, asures used for this purpose are not risk adjusted at all, even

for clinical cemorbidities, as providers are most interested in using these measures to track

performance within their organization, and not for comparative performance purposes.

Most measues used within the Medicare programs are used for public reporting and accountability, or
valuebased purchasing, although they may also be valuable for providers to track for quality

improvement as well. These measures are typically used to profile gievidjainst one another,

usually as a requirement of the statute authorizing the quality or valased purchasing program. In

2NRSNJ (12 af S@Stf GKS LXFeAy3d FASERZ¢E (KSasS ljdzr ft AGe
of risk factors, mostammonly age and clinical anorbidities. The goal of risk adjustment is to fairly

compare providers to one another on patient outcomes, such that the main differences in performance

are related to the quality of care provided, rather than to patient fastover which providers have no

control, such as clinical conditions. It is measures used for public reporting and payment that are the

focus of this report.

Public reporting of quality measures serves important informational purposes. For one, it allows
beneficiaries to make informed choices of their providers and health plans. Second, it provides useful
information to providers and plans as they monitor their performaandimplement programs to

improve quality. Finally, it provides Medicare and otparchasers with information to monitor

programs and guide valdgased purchasing decisions. Whether these measures should be adjusted for
social risk factors prior to reporting has been the subject of debate.

Some have argued that measures used for public reporting and accountability should be adjusted for
d20AFf NRal FILrOG2NEX Ay 2NRSN) (G2 af S@St (GKS LX F@&A
measures for social risk factors recognizesgheater challenges that may be faced in achieving high
performance for beneficiaries with social risk factors, and may reduce the likelihood that concerns about
performance could lead to worse access to care for these groups by penalizing providers weho ser

them. They also argue that failing to adjust for differences in the populations served by different

providers may lead to inaccurate representations of the quality of care a provider is furnishing to
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patients. Advocates of this view argue that, withadjustment, some of the differences in reported
performance reflect differences in the populations providers serve, rather than the performance of the
providers themselves.

Supporters of adjusting measures for social risk factors note that there matubdas in which

measure performance is so closely tied to social risk and its consequences, in ways that are truly beyond
LINE GARSNEQ O2y(iNRBtX GKIFIG I OKASGAYy3 LRfAOe 3I2rta y
evidence that dualkenrolled beneficiaries, on average, are more medically complex and have higher
healthcare needs. Therefore, poor performance on measures of care utilization may reflect patient

need or complexity rather than poor quality of care, and failing to adjust neagljze providers for

providing additional needed services to these groups. Currently, some care utilization measures, as well

as the selreported health status measures used in the Medicare Advantage program and the patient
experience measures used irany current Medicare payment programs, are adjusted for social risk.

Others, however, have argued that adjustment for social risk is not appropriate. First, they argue that
adjusting measures for social factors risks masking disparities in the qualésegfrovided, thereby
significantly reducing the lorggrm ability to identify and reduce them. Second, at least to the degree
that differences in quality are related to poor performance, bias, or discrimination, they argue that
directly adjusting measueecould excuse the delivery of worse care to beneficiaries with social risk
factors. Third, opponents of adjusting for social risk suggest that doing so may reduce incentives for
providers to participate in alternative care delivery models, and thergfooziders may miss
opportunities to provide betteccoordinated and tailored care to vulnerable beneficiaries. Finally, they
argue that adjusting the measures may have a negative impact on transparency for consumers and
others.

Opponents of adjusting meares also argue that broad adjustment is inappropriate because there are
many quality measures for which there is no plausible role for adjustmente process measures such

as giving aspirin for a heart attack, for example, should generally not bstedjfor social risk since

GKS®@ IINB SYyUiANBfte dzyRSNJ LINPJARSNEQ O2yGNRf I |YyR
profile. Under this theory, there is no reason that social risk should be directly associated with
performance on process @sures, and poor performance in these scenarios is more likely reflective of
poor quality than of need or complexity. Currently, the majority of process and clinical outcome
measures used in Medicare payment programs are not adjusted for social risk.

Q)¢

il Adjusting payments

Whether a decision is made to adjust the measures themselves for reporting purposes, a separate
decision is possible with regard to adjusting payment (penalties and bonuses) for social risk. One option
is to base the penalty/bonus calctitan on adjusted measures; this has some of the pros and cons

above, though does not negatively impact transparency since the adjustment is applied after reporting.

| 26 SOSNE Fy20KSNI 2LJ0A2y T2N | OdasedpurchasiBgrogranid] & 2 OA I §
lies in not adjusting the measures themselves, but instead in altering the mechanism by which
LISNF2NXYIFyOS A& GNryatriSR G2 LI eyYSyldo { dzOK I f G SN
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providers that serve a high proportion of benefiogs with social risk factors. If these payment
adjustments were linked to improvement or achievement in performance for beneficiaries with social
risk factors, they could potentially provide additional incentives to improve care and outcomes for these
groups, and provide financial support while preserving accountability.

Such an approach preserves the transparency of the measures, but still recognizes the challenges
inherent in achieving high quality and good outcomes for beneficiaries with socifdaisks. It might

also offset concerns thain the absence of some type of accounting for social risk, Jadised

purchasing models could result in providers becoming reluctant to care for beneficiaries with social risk
factors out of fear of incurringenalties due to elements they have limited ability to influence

iii. Addressing thdnderlying Issues

Finally, some point out that neither adjusting the measures, nor altering Mzdsed payments,

addresses the fundamental problems underlying the pervasi¥erdnces in performance across

measures and programs. Social determinants of health are powerful, and to make things better for
beneficiaries with social risk factors and the providers who serve them, these factors need to be

explicitly measured and tleimpact tracked, perhaps via the use of new measures that specifically

Ol LJi dzNB LINP GARSNEQ LISNF2NXIFYyOS FT2NJ oSYySTAOAI NRSaA
include calculating performance on current measures for subgroups of beneficiattiesocial risk

factors, or specific measures of health equity comparing performance between beneficiaries with social

risk factors and other beneficiaries.

Once measured and recognized, these issues could be addme#bkédihancial and technical assisize.
Such assistance should tadlored to recognize the unique characteristicdheheficiaries with social risk
factorsandthe providersthat disproportionately serve thenand directed toward the goal of achieving
highest quality of care for all pati¢s.

IV.  Strategies and Considerations

¢KS 5SLI NIYSy(dQa askdipayment pibgramk Gnded whiahMedicare dzS
beneficiaries receive the highest quality healthcare servitcethe context of the findings above,

however, it is clear that doing so will require a multipronged approachr@sosed solutions that
addressonly the measures without considering the broader delivery system and policy context are
unlikely to mitigatethe full implications of the relationship between social risk factors and outcomes
Ideally, valuebased purchasing programs can be leveraged to enhance, rather than threaten, access to
and provision of higiyuality care for beneficiaries with social risictors.

Therefore, the Department proposes for consideration a thpeet strategy (Figure 1)
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Figureld { G NJ G§S3& F2NJ ! OO02dzy (i A y 3-Babe?l RurchadityProframe A a1 Ay a

1. Measure and
Report Quality
for beneficiaries

with social risk
factors

Accounting for Social
wAial AY aSR

Value-Based /—\

Purchasing Programsg

3. Reward and _ _
Support Better 2. Set High, Fair

Outcomes Quality
for beneficiaries Standards

with social risk for all beneficiaries
factors

First performanceon quality and outcomeshould bemeasured and reported specifically for
beneficiaries with social risk factor®oing savould allow policymakers and clinical leaders to identify,
track, and address disparities in care.

Secondhigh, fairquality standardsshould be set foall beneficiaies.2 KSGKSNJ 6§ KS Y2ad a¥FI 2
is one that does or does not adjust for social risk will depend on the type of measure and how the
considerations outlined earlier apply to that particular measure. Additionally, all measures should be

studied to detemine whether accounting for frailty, medical complexity, functional status, or other

factors might improve their ability to fairly and accurately assess provider performance.

Meeting quality standards, particularly for outcome measures, may be hardeefaficiaries with
social risk factors, who face specific challenges to achieving good health outcomes. Theahiere
based purchasing programs should:

a) providespecificpaymentadjustments toreward achievement and/or improvementor
beneficiarieswith social risk factorsand

b) where feasibleprovide targeted supporfor providers who disproportionately serve them

REPORT TGONGRESSOCIAIRSKFACTORS ANBERFORMANGBENDERVIEDICARB VALUEBASEPURCHASINBROGRAMS



Executive Summary 14

First, leveraging the power of vaklibased purchasing to providg@ecific payment adjustments to
reward providerdor successfullachievng high quality and/ogood health outcomes in beneficiaries
with social risk factors may provide important incentite$ocus on these individualand help offset
any real or perceivedisincentives to caring fahem.

Second, providing target support, for example through quality improvement programs designed
specifically for beneficiaries with social risk factors, is also critical to ensuring that all beneficiaries can
have the best health outcomes possible. Another key component of sujgpensuring that current

base payments are adequate to support higmality care for beneficiaries with social risk factors.

Gonsiderationdor howthesestrategies might be applied to Medicare payment prograresprovided
below. Note that these are gesral considerations, and not all apply to each program reviewed.

A. STRATEGQGY Measure and Report Quality for Beneficiaries with Social Risk Factors

Consideration 1: Consider enhancing data collection and developing statistical techniques to alloy
measurenent and reporting of performance for beneficiaries with social risk factors on key quality
and resource use measures.

The ability to measure and track quality, outcomes, and costs for beneficiaries with social risk fact
over time is crucial as policyakers and providers seek to reduce disparities and improve care for th
groups. However, there are two things that would need to be addressed for this to be feasible: firg
data would need to be collected on enough beneficiaries for performance assesbynsubgroup; and
second, statistical techniques to allow calculation for subgroups would need to be developed.

Consideration 2: Consider developing and introducing health equity measures or domains into ex
payment programs to measure disparities and incent a focus on reducing them.

Quality measures help providers prioritize areas for particular focus, pealfec measures targeting
equity within existingrzaluebased purchasingrograms can therefore incent a focus on reducing
disparities. This could be achieved by adding a health equity measure or domain to existing progr|

Consideration 3: Prospectively monitor the financial impact of Medicare payment programs on
providers disproportionately serving beneficiaries with social risk factors.

Many of the programs examined in thissport are new or in evolution. Prospectivelyonitoring the
financial impact of Medicare payment programs on providers disproportionately serving beneficiaf
with social risk factors is critical as the programs continue to chadge.example of such prospective
study is the section in this reporkamining the hospitalvide readmission measure, which has been
proposed for implementation in the HRRP. Analyses here demonstrate that moving to such a me
in the absence of other chgas to the program, could disproportionately impact the safety. net
Similarly, analyses in this report examining future changes to the HACRP demonstrate that these
negatively impact safetpet hospitals. These types of analyses are important for policymakers to
O2yaARSNJI I & -baSeld puzhabid) Qragra@sniindeSo evolve
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B. STRATEGY 2: Set High, Fair Quality Standards for All Beneficiaries

Consideration 1Measuresshould beexaminedto determine if adjustment forsocial risk factorss
appropriate; this determination will depend on the measumndits empirical relationship to social
risk factors

There is not an athcompassing approach to whether or not measures should be adjusted for soci
risk. These decisions should consider the benefits and concerns of adjustment discussed above.
Additionally, empirical evidencen therelationship between the social risk factor and the outcome,
including whether there is evidence that need or complexity is driving differences in performance,
the differences in performance are related to true differences in the quality of caieedet! to
beneficiaries with social risk factors, should be considered. Such decisions should be continuous
evaluated as new data on social risk and better data on medstddecome availablandasnew
measuresre introduced into the programs

Corsideration2: The measure development community should continue to study program measurg
to determine whetherdifferences in health statusnight underlie the observed relationships betweer
social risk and performance, and whethéetter adjustment for hedth statusmight improvethe
ability to differentiate true differences in performance between providers.

Some of the observed relationship between social risk factors and performance on quality measu
may be the result of underlying differences in medicomplexity, frailty, disability, and/or functional
status For example, dualgnrolled beneficiaries are more likely to have poor functional status, and
therefore may be more likely to be readmittedter a hospitalizationHowever, data on these faats
are not broadly available and will require further developmeim.order forvaluebased purchasing
programs to be as accurate as possible, and to avoid unfairly penalizing providers that serve soci
medically complex beneficiaries, both quakiyd resource use measures should be continuously
improved to account for differences in these and other components of medical risk.

C. STRATEGY 3: Reward and Suppatter Outcomedor Beneficiaries with Social Risk Factors

Consideration 1: Consider creatirigrgeted financial incentiveswithin value-based purchasing
programs to rewardachievement of high quality and good outcomesr significant improvement,
among beneficiaries with social risk factors.

Achievementand/or improvementfor beneficiaries with social risk factors should be rewarded, and
could be done via payment adjustments within existing vdlased purchasing programs to reward
providers that do so_everaging the power of valtlgased purchasintp provide specific payment
adjustments to reward providers for successfully achieving high quality and/or good health outcon
beneficiaries with social risk factors may provide important incentives for doing so, and help offset
real or perceived idincentives under valubased purchasing programs to caring for these beneficiar
Such opportunities wouldlsohighlight the need to focus on these groups to improve outcames
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Consideration 2: Consider using existing or new quality improvement paogs to provide targeted
support andtechnical assistance to providers that serve beneficiaries with social risk factors.

Improving care delivery by providers servingiak populations would serve both to reduce
disproportionate penalty burdens on these providers, and more importantly, to improve care for th
most socially atisk Medicare beneficiaries.

Consideration 3Consider developing demonstrations or models focusing on care innovations that
may help achieve better outcomes for beneficiaries with social risk factors.

One promising strategy for identifying and testing innovative strategies that may meet the uregds
of beneficiaries with social risk factors is via demonstrations or moBeisaplesincludethe
demonstration programs in Medicare Advantage that focus on coordinating benefits between Med

andMedicaid | yR [/ aalLQ&a ! OO2dzyirodef S | SIf 4K [/ 2YYdz

Consideration 4: Consider further research to examine the costaaifieving good outcomes for
beneficiaries with social risk factors and to determine whether current payments adequately accol
for any differences in care needs.

It mightrequire more resources to achieve good outcomes feméddiciaries with social risk factgrsut
how much and what type of resources is poorly understood. Future research statalthine whether
current payments, typically based only on differences in itedisk, adequately account for these
differences in care needdote that this is a different consideration than additional vahased
purchasing adjustments as outlined in Consideration 1 algdhés consideration instead refers
specifically to wheter providers should be paid more to care for beneficiaries with social risk facto
higher base payments, regardless of performance. Disproportionate Share Hospital payments in
hospital setting are one current example of such-adpayments fosocial risk, and payments to MA
contracts to provide care for beneficiaries are also higher for beneficiaries with social risk factors.
However, currently, no such provision exists for physicians in the outpatient setting, skilled nursin
facilities, diaysis facilities, and other care types. This should be studied.

Table 2 demonstrates how these recommendations and considerations were applied to programs
analyzedn this report
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Table 2: Application of Considerations to Prograinghis report
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Strategies Considerations HRRP| HACRP HVBP MA Quality Medicare Shared| Physician| ESRD| SNF| HHVBP
StarProgram | Savings Program VM QIP | VBP
Strategy 1: 9 Pursue reporting for beneficiaries K K K K K K K K K
Measure and Report with social risk factors
Quality for Beneficiaries| § Develop health equity measures n/a’ n/a’ K K K K K K K
with Social Risk Factor ¢ prospectively monitor program K K K K K K K K K
impact onproviders
disproportionately serving
beneficiaries with social risk factors
Strategy 2: 1 Consider measures for adjustment K K K K K K K K K
Set High, Fair Quality on a caseby-case basis
Standards for All 1 Improve risk adjustment for health | K K K K K K K K K
Beneficiaries status in program measures
Strategy 3: 1 Provide payment adjustments to K K K K K K K K K
Reward and Support reward achievement and/or
Better Outcomedor improvement inbeneficiaries with
Beneficiaries with Social social risk factors
Risk Factors f Use existing or new QI to support K K K K K K K K K
providers that serve beneficiaries
with social risk factors
1 Encourage demos / models K K K K K K K K K
focusing on beneficiaries with
social riskfactors®
1 Conduct research on the costs of K K K K K K K K K
caringfor beneficiaries with social
risk factors

n/a=not applicable.

1= Program has a statutorily set list or type of measures; thusthmisiderationis not applicable
2=Many of thes@rograms do not have demonstration/model authority; the concept would be to design demonstrations or models that addrgsseddssalient to

beneficiaries with social risk factors, which might influence outcomes under these programs.

HRRP=Hospital R#raissions Reduction Program; HVBP=Hospital Mdsed Purchasing Program; HACRP=Hogitalired Conditions Reduction Program; MA=Medicare
Advantage; Medicare Shared Savings Program=Medicare Shared Savings Progrdaiu&based payment modifielESRD IR=EneStage Renal Disease Quality Incentive
Program; SNF VBP=Skilled Nursing Facility ased Purchasing; HHVBP=Home Health \Bdised Purchasing
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V. Conclusions

Social factors are powerful determinants of health. In Medicare, beneficiaries with social risk factors
have worse outcomes on many quality measures, including measures of processes of care, intermediate
outcomes, outcomes, safety, and patient/consumer esgnce, as well as higher costs and resource

use. Beneficiaries with social risk factors may have poorer outcomes due to higher levels of medical risk,
worse living environments, greater challenges in adherence and lifestyle, and/or bias or discrimination
Providers serving these beneficiaries may have poorer performance due to fewer resources, more
challenging clinical workloads, lower levels of community support, or worse quality.

The scope, reach, and financial risk associated with Madsed and altsative payment models
continue to widen. There are three key strategies that should be considered as Medicare aims to
administer fair, balanced programs that promote quality and value, provide incentives to reduce
disparities, and avoid inappropriately palizing providers that serve beneficiaries with social risk
factors.Measuring and reporting quality for beneficiaries with social risk factpsettinghigh, fair

guality standards for all beneficiariesand theprovision oftargeted rewardsand supportsfor better
outcomes forbeneficiaries with social risk factorsnay help ensure that all Medicare beneficiaries can
achieve the best health outcomes possibl

VI.  Next Steps

The findings outlinedh this reportrepresent only the beginning of a body of ne@ayswork around fair
YR FOOdzNJ S ljdz- t AGe YSF&adaNBYSy i #najlebaskdS O2y G SEG 2
purchasingorograms. The IMPACT Act lays out specific additional requirements for Study B, including
the examination of specific social risktars not currently available in Medicare data such as health
literacy, limited English proficiency, and Medicare beneficiary activation (the degree to which
beneficiaries have the knowledge, skill, and confidence to manage their health and health aaes). B
on the findingsn this report future work may also include examining the impact of measuring and
accounting for functional status or frailty on the relationship between social risk factors and
performance, and identifying care innovations associatétl the achievement of good health

outcomes for beneficiaries with social risk factors.
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SECTION Introduction, Background,
Methods and Best Practices

This Section contains four chapters: introduction, background on social risk factors, statistical methods,
and a review of best practices for achieving good outcoméemeficiaries with social risk factors
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CHAPTER 1: Introduction

l. Legislative Charge to the Secretary of the Department of Health and Human
Services

Section 2(dpf the Improving Medicare Posghcute Care TransformatigfiMPACTAct of 2014(Appendix
Table 1.1) calls for the Secretaryrtgalth and Human Services (HHS), acting through the Assistant

{ SONBGIFNE F2NJtflyyAy3a YR 9@Ffdzr dA2y o! {t9o0Xx
socioeconomic status (SES) on quality measures and measures of resource use underdheeMedi
program. The first component of the required workferred toin this reportas Study A, focuses on
socioeconomic information currently available in Medicare data, and specifically mandates a focus on
Medicaid eligibility and urban versus rural locatfofhe second component, Study B, expands the
analyses by using nevedicare d@asets to quantify SES, and will be completed no later than October
2019 as required by the authorizing legislatfdfinally, the Act requires qualitative work to inform and
contextualize Studies A and B focusing on data availability and use; this comwreferred to as

Study C.

This Rport presents the results of Study A, along with additional analyses of race and ethnicity.

Concurrently, the National Academies of Science, Engineering, and Medicine (NASEM) are preparing a

set of five reports commigsned by ASPE as part of this work that will be released sequentially over the
course of 2016 and early 2017 for Study C (Appendix Table 1.2); these findings are referred to
throughout thisReport as applicableChapter 14 (Summary of Findings, Conclusiand Next Steps)
includes information on future research that will be conducted as part of Study B as well as additional
work that could be pursued to further deepen understanding of the relationship between social risk and
performance.

I. BackgroundParadigm Shifts in Medicare Payment Policy and the Move to

Delivery System Reform
Since its inception in 1965, the federal Medicare program has used standards and oversight to help
ensure that Medicare beneficiaries receive high quality health care. leon@e, in the initial Medicare

a2

fSaratridAzysr aO02yRAGAZ2Y A 2F LI NIAOALI GA2yé 6SNB

beneficiaries met basic quality standards. As tools and methods evolved, the Medicare program
implemented new programs to amitor quality, first measuring how care is delivered (fvecessesf
care), and later, measuring the resultai{comes)f that care. Initially, these measures were intended

 Improving Medicare Posicute Care Traformation (IMPACT) Act of 2Q13kection 2(d)(1)(A)
b Improving Medicare Poshcute Care Transformation (IMPACT) Act of 28&4tion 2(d)(1)(B)
¢ Improving Medicare Poshcute Care Transformation (IMPACT) Act of 2G&étion 2(d)(1)(C)
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for use in internal quality improvement efforts, but subsequently Medicare rddeeaeport
performance publicly, beginning with managed care plans in 1999.

Since 2005, hospital performance has been reported orHbspital Compareebsite' to inform

consumers about health care quality and to promote care improvements. Process measures were the
first measures to be publicly reported, focusing on heart attack, heart failure, and pneumotdanms

for these conditions were reported starting in 20@&imilar reporting programs have subsequently been
developed for nursing homédjialysis facilitie$,and physicians.

Despite this increased focus on quality reporting, until recently providers were still paid largely under a
volumebased paradigm, that is, they were paid for the number of services provided irrespective of

quality or value. With the Affold6 £t S / I NB ! OG> aSRAOFNBQa LI e&yYSyd Lk
manya SRAOI NB LIl &8YSyida G2 GKS ljdZ2tAde YR STFAOASyOe
ValueBased Purchasing Program (HVBP) that began in 2012 ties a portion of BoSpitfal-Se&ice

Medicare payments for inpatient services to performance on processes, outcomes, efficiency, and

patient experience.

Additional valuebased purchasing programs are underway or in development in nearly all Medicare
settings, including ihospitals, in the ambulatory domain for physicians and dialysis facilities, in the
post-acute setting for skilled nursing facilities and home health agencies, and across health care sectors
in Medicare AdvantagePayment arrangements broadly referred te dternative payment models

(APMs), such as Accountable Care Organizations (ACOs) and bundled payments, are also gaining
prominence within the Medicare payment portfoliBayment arrangements referred to APMs vary
substantially, and specific definitisnmay vary by payer, but these types of payment models generally

put providers at risk both for the cost of care and the quality of care.

By all indications, this trend away from volume and towards value will continue. In 2015, Sylvia Burwell,
theSecrethl® 2F 11 {2 |yy2dzyOSR (GKS RSLINIYSyidQa 3I2Ffa
2016 and 50% by 2018, and to tie 85% of remainingdeservice payments to value by 2016 and 90%

by 2018° Subsequent announcements have demonstrated that H&tSmet this goal for 2016, arsl

on track to meet or exceefiiture goals, reflecting the rapid ah¥ & Ay GKS aSRAOI NB LINEZ 3
paradigm.

Many of these programs are built around one or more quality and/or resource use measualty

and resource use measures can be and are used for multiple purposes. Some measures are used purely
for quality improvement, typically within a health care system or clinical practice to identify and track
specific clinical areas for improvement. Many of these measures are processes of care that are based
upon steps within clinical practice guidelines, such astidreor not a Hemoglobin A1C was ordered for
diabetic patients. Generally, measures used for this purpose are not risk adjusted at all, even for clinical
co-morbidities, as providers are most interested in using these measures to track performance within
their organization, and not for comparative performance purposes.
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Most measures used within the Medicare programs are used for public reporting and accountability, or
valuebased purchasing, although they may also be valuable for providers to track dgualipvement.

These measures are typically used to profile providers against one another, usually as a requirement of

the statute authorizing the quality orvalee &8 SR LJIZNOKF &Ay 3 LINBPINI YO Ly 2 NJF
FASE RZE (KSaS Ipalmebshrés@naytbg dtljushel fara daNaly Sf risk factors, most

commonly age and clinical enorbidities. The goal of risk adjustment is to fairly compare providers to

one another on patient outcomes, such that the main differences in performance areddtathe

guality of care provided, rather than to patient factors over which providers have no control, such as

clinical conditions.

It is measures used for public reporting and payment that are the topic of this report. However, for the
purposes of tts report, analyses largely focus on paymegbnsiderations and solutions discussed here

are presented in the context of how they would impact payment, rather ththather they should be

used for quality reporting To provide the most comprehensive ealan possible of the relationship
0SG6SSy az20AFft NR&a] | yR LiBasde pukhasing@rBgradzy; RI8dad ran§eR A O N.
of programs were examine®rograms were selected for analysis if they were currently operational or

defined in statuteand if they incorporated quality and/or efficiency metrics into payments. The

programs ultimatelincluded in the reporaire shown in Table 1.1:

Table 1.1: Medicare Payment Programs Includedhis report

Program Metric Types Currently Included in Prograr
1) Hospital Readmissions Reduction Program Outcomes of care
2) Hospital ValueBased Purchasing Program Processes of care, Outcomes of care, Pati

safety, Patient experience, Efficiency

3) Hospital Acquired Condition Reduction Program | Patient safety, Outcomedf care

4) Medicare Advantage (Part C) Quality Star Rating | Processes of care, Outcomes of care, Pati
Program* experience

5) Medicare Shared Savings Program Processes of care, Outcomes of care, Pati
experience, Costs

6) PhysicianvalueBased PaymenModifier Progrank | Processes of care, Outcomes of care, Pati
experience, Efficiency, Costs

7) EndStage Renal Disease Quality Incentive Progral Processes of care

8) Skilled Nursing Facility ValuBased Purchasing Outcomes of care
Progrant
9) Home HealthvalueBased PurchasinBrogram, Outcomes of care, patient experience

FLYOfdzZRSa t I NI 5 YSiNR Ospragras dNisetdandlisieplazeddy titedveBased! n&ntiveK |
Payment System (MIPS)in20%9¢ KS { b C +. t LIN&®aHoNal arthe\nationAldeiiel, #n8 MHVBR s too new to
have progrardevel data yet available for analysis; for tREport, only measures from these settings were analyzed.

Note that throughout thigS LJ2 NI = G KS 62 NR @& LINE dhilidate Nolipitalsh & dza SR A Y
physicians, health plans, dialysis facilities, skilled nursing facilities, and home health agencies.

ASPE worked closely with CMS staff to ensure full understanding of current Medicare measure
calculations and payment methodologies,veall as with experts from other parts of the Department,
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including the Federal Office of Rural Health Policy in the Health Resources and Services Administration
(HRSA), the Centers for Disease Control and Prevention (CDC), and others (Appendix Table 1.3).
Technical Expert Panels were also convened for input on the proposed analytic plans for each program
and on study findings as they emerged (Appendix Table 1.4).

[ll.  Socioeconomic Status, Social Risk Factors, and Medicare Payment Policy

Given the long list gbrograms above, it is clear that payment paradigms are shifting across care

settings, and will impact a broader and broader set of providers and paynfaunts. an expansion has,
however, led to a number of important concerns being raigesiMedicare payents are increasingly

based on performance, concerns have been raised about the fairness and equity of performance
assessment for providers that serve beneficiaries who may present unigue challenges to achieving good
outcomesc particularly thosebeneficiaiesconsidered to have low socioeconomic status.

A. Defining Socioeconomic Status and Social Risk

In order to examine issues related to socioeconomic status, one first needs a definition of this concept.
Therefore, one of the first steps ASPE took undedM@ACT Act work was to ask the National

Academies of Science, Engineering, and Medicine (NASEM) to define and conceptualize socioeconomic
status for the purposes of Study A and Studyliee NASEM convened a panel of experts in the field and
conducted an gtensive literature review. Based on the information collected, their first report

concluded that the appropriate framework is that of social risk factors instead of socioeconomic status.

Social risk factors include socioeconomic position, race, ethnjgtyjer, social context, and community

context® These factors are discussed at length in Chapt@oRsequentlyin this reporti KS G SNY aaz2 o
NA Al FlLOG2NRe gAff 0S dzZaASRI N2 NUKEN2 QX2 S YisKINIG 9N O

B. The Debate OveAccountingfor Social Risk

There is a great deal of debate regarding whether or not social risk should be accounted for in

a SRA Ol NB®a3ed p@dhdsidg$rograms and alternative payment modélsse issues are not
purely theoretical. Recent research ragygested that current Medicare hospHadsed payment
programs such as the Hospital Readmission Reduction Program (HRRP), HospigS&dueurchasing
Program (HVBP), and Hospitadquired Conditions Reduction Program (HACRP) have been more likely
to penalize safetynet hospitals’*! Billshave been proposed iboth the U.S. House and Senate to allow
the Secretary talter the HRRRo acount for social risk*** The Medicare Payment Advisory
Commission (MedPAC) has also recommended changes to the HRRP based on accounting for
socioeconomic factor¥. Additionally, the National Quality Forum (NQF) recently released a report on
this issue'> and is currently conducting a trial period in which they have asked measure developers to
conduct analyses examining whether measures should be adjusted for sociodemogtajs®

i. Adjusting quality and resource use measures

The first question is whether to adjust the measures themsel&sne have argued that measures used
F2N) LJzof AO NBLRNIAY3I FyR | OO02dzyGloAfAGe aK2dZ R 0SS
L F@Ay3a FASERODE l RP20FGSa 2F GKAA | LILINEBI OK | NHdzS
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recognizes th@reater challenges that may be faced in achieving high performance for beneficiaries with
social risk factors, and may reduce the likelihood that concerns about performance could lead to worse
access to care for these groups by penalizing providers wive sleem. They also argue that failing to
adjust for differences in the populations served by different providers may lead to inaccurate
representations of the quality of care a provider is furnishing to patients. Advocates of this view argue
that, without adjustment, some of the differences in reported performance reflect differences in the
populations providers serve, rather than the performance of the providers themselves.

Supporters of adjusting measures for social risk factors note that there magubdans in which

measure performance is so closely tied to social risk and its consequences, in ways that are truly beyond
LINE JARSNEQ O2yiNRftX (KFG FOKAS@GAYy3d LRtAOe 32l fa
evidence that dualkenrolled beneficiaries, on average, are more medically complex and have higher
healthcare needs. Therefore, poor performance on measures of care utilization may reflect patient

need or complexity rather than poor quality of care, and failing to adjust maglze providers for

providing additional needed services to these groups. Currently, some care utilization measures, as well
as the selreported health status measures used in the Medicare Advantage program and the patient
experience measures used iranmy current Medicare payment programs, are adjusted for social risk.

Others, however, have argued that adjustment for social risk is not appropriate. First, they argue that
adjusting measures for social factors risks masking disparities in the qualésegfrovided, thereby
significantly reducing the longgrm ability to identify and reduce them. Second, at least to the degree
that differences in quality are related to poor performance, bias, or discrimination, they argue that
directly adjusting measueecould excuse the delivery of worse care to beneficiaries with social risk
factors. Third, opponents of adjusting for social risk suggest that doing so may reduce incentives for
providers to participate in alternative care delivery models, and therefoogiders may miss
opportunities to provide betteccoordinated and tailored care to vulnerable beneficiaries. Finally, they
argue that adjusting the measures may have a negative impact on transparency for consumers and
others.

Opponents of adjusting meares also argue that broad adjustment is inappropriate because there are
many quality measures for which there is no plausible role for adjustmente process measures such

as giving aspirin for a heart attack, for example, should generally not bstedjfor social risk since

GKSe IINB SYydidANBte& dzyRSNJ LINPPGARSNBQ O2yGNRfX | yR
profile. Under this theory, there is no reason that social risk should be directly associated with
performance on process @asures, and poor performance in these scenarios is more likely reflective of
poor quality than of need or complexity. Currently, the majority of process and clinical outcome
measures used in Medicare payment programs are not adjusted for social risk.

Ore reason theopic remains controversias thatthe underlying reasons for these patterns are poorly
understood.Research has shown that social risk is strongly related to outcomes; however, research has
also demonstrated that providers that disproportitely serve poor and minority beneficiaries may
provide lower quality of care (see Chapter 2 for a review of literature in these two areas).
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Therefore, three key questions must be answered in order to determine whether social risk factors
should be accoued for. 1) Is the social risk factor related to the outcon®)af so, is the social risk
factor directly related to the outcome, or is it mediated by other factors; and 3) If there are mediating
factors, are those factors beyond the control of the previgl

Answering the first question is relatively straightforward, and makes up a large part of the analyses
containedin this report Simple regression analyses can be run to evaluate whether social risk factors
and outcomes are relategifor example, whetkr beneficiaries who are dually enrolled in both
Medicare and Medicaid, and thus presumably lowerome than their peers, are more likely to be
readmitted, or whether rural beneficiaries have a higher risk of mortality than urban ones.

The second anthird questions are much more difficulrior literature would suggest that the

mechanisms linking social risk and poor outcomes are broad, and include individual factors, provider

factors, and community factors. Some of these factors are outside prévifer O2 Y i N2 f 0S®3d KA
of comorbidities or worse functional status in duadigrolled beneficiaries versus natually-enrolled

beneficiaries), some are debatable as to whether they are outside the control of the provider, and may

be in some caseaubnot others (e.g. availability of community resources, adherence to medical
NBEIAYSY&aous FYyR &42YS |INB FdA fe& dzy RSN LINPJARSNBRQ O2

Figure 1.1 illustrates the disparate factors that may contribute to differences assogidtedarious
social risk factorgn this case for readmissionle@se note the relative size of the boxes presented here
are provided for illustrative purposes only:

Figure 1.1: Theoretical Factors Contributing to Differences Between Risk of Readmission
Beneficiaries With vs. Without Social Risk Factors

ol ower quality of care delivered by providers serving
beneficiaries with social risk factors

Quality of Care

wAge, comorbidities

Unmeasured Medical RISEAZETWA S EIRNENTS
Environment wAvailability of community services, pollution, safety

wAbility to adhere to medical regimen, diet, lifestyle

SIS MBS dlanllarEtilelgl uBystematic mistreatment due to social risk factors
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Therefore, there are a number of factors (presumably including many factors not listed above) that may
O2yiNROGdzIS (2 RAFTFSNBYyOSaz: a42YS 2F gKAOKL I NB dzyRS

Ideally, analyses would first identify where differences in quality and outcomes exist and then dig into

GKS doKeé¢ o6& SEIFYAYAy3 S| Oortuwmtely Srddy &fxhy fActors lorGlie2 NJ Y 2 N.
list above are not included in claims datadasome are not practically measureable on a large enough
scaletobeofusecC2 NJ SEl YL ST o0SYySTFAOAINARSAQ Tdme@eiA2ylt &Gl
setting, and adherence to medical recommendations is not currently measured in any systematic way.

Bias is an even more difficult factor to measurberefore the analyses containeid this reportcannot

sort out each of these components.

Because the individual components cannot be easily teased apart, thes tfswbether or not toadjust

for socialrisk, as well as how to do spare controversial. For example,imply adjusting for dual

enrollment status would take all of the above factors into account, when an ideal adjustment would only
FOO02dzy i FT2NJ GKS 02 YLRy Sy i antrd. Peiding hawao pio&edindied A RS LIN.
absence of an ideal adjustment, is therefore difficult.

il Adjusting payments

Whether a decision is made to adjust the measures themselves for reporting purposes, a separate
decision is possible with regard to adjustjpgyment (penalties and bonuses) for social risk. One option
is to base the penalty/bonus calculation on adjusted measures; this has some of the pros and cons
above, though does not negatively impact transparency since the adjustment is applied aftamngpor

| 26 SOSNE Fy20KSN) 2LJ0A2y T2N | Odasedpurchasiaig progradds & 2 OA I §
lies in not adjusting the measures themselves, but instead in altering the mechanism by which

performance is translated to payment. Such alterati@® dzf R 6S dzaSR (G2 3IA GBS | RRA
providers that serve a high proportion of beneficiaries with social risk factors. If these payment

adjustments were linked to improvement or achievement in performance for beneficiaries with social

risk factos, they could potentially provide additional incentives to improve care and outcomes for these

groups, and provide financial support while preserving accountability.

Such an approach preserves the transparency of the measures, but still recognizealliregels
inherent in achieving high quality and good outcomes for beneficiaries with social risk faciomight
also offset concerns that in the absence of some type of accounting for social riskbaakae
purchasing models could result in provideecoming reluctant to care for beneficiaries with social risk
factors, out of fear of incurring penalties due to elements they have limited ability to influence

iii. Addressing the Problem Directly

Finally, some point out that neither adjusting the measures, altering valuebased payments,
addresses the fundamental problems underlying the pervasive differences in performance across
measures and programs. Social determinants of health are powerful, and to make things better for
beneficiaries with social ksfactors and the providers who serve them, these factors need to be
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explicitly measured and their impact tracked, perhaps via the use of new measures that specifically

OF LJG dzZNB LINPGARSNREQ LISNF2NXI yOS F2N) asdBrgsSdul OA I NA S &
include calculating performance on current measures for subgroups of beneficiaries with social risk

factors, or specific measures of health equity comparing performance between beneficiaries with social

risk factors and other beneficiaries.

Onrce measured and recognized, these issues could be addrestefinancial and technical assistance
Such assistance should taélored to recognize the unique characteristicdeheficiaries with social risk
factorsandthe providersthat disproportiondely serve themand directed toward the goal of achieving
highest quality of care for all patients

Given the nature of this debate, any H#ékisiongegarding whether to account for social risk in
Medicare payment programs, and if so, how, may hsigaificant implications for future decisions in
this area.Therefore, any such decisions should be made with a consideration of the pros, cons, and
alternatives, as well as a consideration of the beneficiary perspective.

C. Policy Criteria
In order to workthrough these issues systematically, a set of policy criteria were constructed:

1. Encourages reduction in disparities in quality and outcomes
Reducing disparities is a national and Departmental priority, and therefore an ideal policy has a
positive and actie impact on reducing disparities in these domains.

2.t N2PGSOGA o0SYSTFAOAFINRSEAQ | OO0OSaa G 2riskpbphiiions & NB Rd:
An ideal policy works to assure that beneficiaries with social risk factors have access to care, by
assuring that providers treating disproportionate shares of beneficiaries with social risk factors
are not monetarily disincented from doing $® potential unintended consequence of the move
towardsvalued & SR LIJZNOKF aAy 3 LINBPIAINI Ya ¢2dzZ R 6S G2 L
interest in caring fobeneficiaries with social risk factops other groups perceived to be at high
risk of poa outcomes or high costs; the ideal policy would dampen these unintended
consequences.

3. Protects providers from unfair financial stress
An ideal policy recognizes that financial risk under delivery system reform should be applied as
fairly as possibléhile financial stress that is the result of poor quality is acceptaliiés, in
fact, the mechanism and intent of vahlased purchasing programdinancial stress that is not
reflective of the quality of care delivered may not be fair, and may thre#terviability or
availability of health care for aisk populationsit would be an unintended consequence of
delivery system reform efforts to undermine the financial viability of these providers.

4. Adjusts only for the difference in performance relad@éctly to the social risk factor, and only
for what is beyond provider control.
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An ideal policy adjusts only for the degree and magnitude of the difference in performance

related directly to the social risk factor, and does not adjust for differencee toaradly, which

may be reflective of poor qualitfzurther, an ideal policy adjusts only for what is beyond

LINE A RSNJ O2y(iNRfZ |YyR | §2ARa I R2dzaldAy3 F2NJ FI O
discrimination] 2 4 SASNE (KS 02y QINBIGARIS NI ORI N&FE S 2AvaR |
GKS ljdzZr f AGe 2F 2dziLI GASydG OFNB F@BFAEFO6ES Ay |
hospital influence such card® the availability of affordable housing, or nutritious food, or safe
placestoexetk 8 SY 0S@2yR LKE@aAOAlIyaQ O2yiGNRThs 2NJ Ol y
criterion therefore requires careful consideration and application.

5. Promotes transparency to facilitate consumer choice
Consumer choice is an important component of incenprayiders to work to provide
increasingly higlyuality, highvalue carePolicies that fail to promote or preserve transparency
could negatively impact delivery system reform efforts.

6. Supports delivery system reform and Alternative Payment Models
Anotherimportant policy goal is to support ongoing efforts at delivery system transformation
more broadly Delivery system reform aims to move beneficiaries and providers into alternative
payment/delivery models that focus on perseoentered, coordinated and copnehensive care;
these models may be particularly beneficial for beneficiaries with social risk factors, who may
have complex care needBeneficiaries with social risk factors could receive better care in these
models, and providers that treat large sharef these beneficiaries could improve their quality
by being part of these systems. Thus, each policy alternative should be evaluated against the
incentives or disincentives they may create for providers to join alternative payment models.

D. Policy Options

A set of policy options thatanbe applied across Medicare payment programs was construoted
evaluate the programs in this Repofthey each have pros and cons, and may or may not fully meet the
criteria outlined aboveThe details of implementation walby program and measure, but a broad
overview is provided below:

1. Adjustment for Social Risk Factors

Adjusting for social risk factors refers to adding the risk factor in question directly to thadjisktment
models for quality and resource use measymghere feasibleThis could be done both for public

reporting and payment purposes, or only for payment purposes; in this report, the impact of adjustment
on payment was the focus on simulatiorie. some programs (for example, the HRRP, which only
includes readmission measures), all measures could be directly adjustedhers, indirect approaches
were needed when the data were not structured to allow direct adjustment.

2. Stratification by Social Risk Factors
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Under the stratification or tiering strategyroviders were broken into groups by their proportion of
beneficiaries with social risk factoiBrovider performance was then-@lculated, such that the
benchmarks for achievement were grogpecific, and each provider was only being compared to its
4LJS StNdefined as providers that had a similar patient population in terms of beneficiary mix.

3. Rewarding Improvement

Under the rewarding improvement strategy, mechanisms were developed to calculate the change in
performance over time and apply this chartgehe programmatic calculation of penalties or bonuses.
Again, the strategies differed by program (and some programs already reward improvement), but the
overarching goal was to allow providers that demonstrated significant improvement to reduce their
penalty or gain an offsetting bonus, even if they had not met performance benchmarks.

4. TargetedPayment AdjustmentsAdditional Payment Adjustments for High Performance in High
Social Risk Patients and/or Direct Support for Quality Improvement

This set of plicy options was specifically designed to incent high performance for beneficiaries with
social risk factors, recognizing improved care and outcomes in these groups as an important goal.
Though variable by program, these payment adjustments could, for pkeamprovide a financial

incentive if a hospital were able to achieve low readmission rates for its eemmibjled beneficiaries.
Additionally or alternatively, direct support, either financially or in terms of technical assistance, could
be targeted to poviders serving beneficiaries with social risk factors to improve performance.

It is unlikely that any single policy option could satisfy each of the criteria listed ablosefore,
policymakers will have to contemplate tradeoffs as they consider pakoburses of actiorOne could
consider constructing a grid of the criteria and policy options to agtéaision makingTable 1.2):

Table 1.2: Policy Criteria and Options

Direct Stratification Rewarding Targeted
Adjustment | by Social Risj Improvement | Payment
of Measures Adjust-

ments

1. Encourages reduction in disparities in quality|
and outcomes

2. t NP(iSOGa o0SYSTFAOAI NR
reducing disincentives to caring for higkk
populations

3. Protects providers from unfair financistress

4. Adjusts only for the difference in performancyg
related directly to the social risk factor, and
only for what is beyond provider control

5. Promotes transparency to facilitate consume
choice

6. Supports delivery system reform
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Different individuals maweighthe criteria differently, but stating and evaluating the criteria and
considerations allows for the most transparent consideration possible of the many available options.

E. Strategies and Considerations

¢ KS 5 S LI NJiisviddgvelepialuebaskdtpaymenprograms under whichll Medicare
beneficiaries receive the highest quality healthcare servicethe context of the findings above,
however, it is clear that doing so will require a multipronged approacpr@sosedsolutions that
addressonly the measures without considering the broader delivery system and policy context are
unlikely to mitigate the full implications of the relationship between social risk factors and outcomes
Ideally, valuebased purchasing progmes can be leveraged to enhance, rather than threaten, access to
and provision of higlyuality care for beneficiaries with social risk factors.

Therefore, the Department proposes for consideration a thHpaet strategy (Figure 1)

Figurel. Strategy for OO2dzy G Ay 3 T2 NJ { 2 OA kBhsed\Phréhasing BfograrSsRA OF NB Q&

1. Measure and
Report Quality
for beneficiaries

with social risk
factors

Accounting for Social
wAal AY aSR

P Value-Based P

Purchasing Programs
3. Reward and
Support Better 2. Set High, Fair
Outcomes Quality
for beneficiaries Standards
with social risk for all beneficiaries
factors

First performanceon quality and outcomeshould bemeasured and reported specifically for
beneficiaries with social risk factor®oing savould allow policymakers and clinicaaliers to identify,
track, and address disparities in care.
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Seconghigh, fairquality standardsshould be set foall beneficiaries? KSG KSNJ 6§ KS Y2ad a¥F!I 2
is one that does or does not adjust for social risk will depend on the type of measutmarttie

considerations outlined earlier apply to that particular measure. Additionally, all measures should be

studied to determine whether accounting for frailty, medical complexity, functional status, or other

factors might improve their ability to fdy and accurately assess provider performance.

Meeting quality standards, particularly for outcome measures, may be harder for beneficiaries with
social risk factors, who face specific challenges to achieving good health outcomes. Theadfere
basedpurchasing programs should:

a) providespecificpaymentadjustments toreward achievement and/or improvementor
beneficiaries with social risk factorand

b) where feasibleprovide targeted supporffor providers who disproportionately serve them

First, leveraging the power of vakibased purchasing to provid@ecific payment adjustments to
reward providerdor successfully achiéwg high quality and/ogood health outcomes in beneficiaries
with social risk factors may provide important incentitegocus on these individugland help offset
any real or perceivedisincentives to caring fahem.

Second, providing targeted support, for example through quality improvement programs designed
specifically for beneficiaries with social risk fact@ssglso critical to ensuring that all beneficiaries can
have the best health outcomes possible. Another key component of support is ensuring that current
base payments are adequate to support higality care for beneficiaries with social risk factors.

Considerations for how these strategies might be applied to Medicare payment programs are provided
below. Note that these are general considerations, and not all apply to each program reviewed.

STRATEGQGY Measure and Report Quality for Beneficiaries WwiSocial Risk Factors

The first step in addressing social risk factors in Medicare is measuring, tracking, and reporting their
impact. Rporting performance specifically fbeneficiaries with social risk factassacritical
componentin illuminating health disparities and placing a priority on reducing them (criterion #1).
Failing to measure and report performance for beneficiaries with social risk factors could impede
LINEANBaa (26 NR S y-Basetlpustimsing fréyisthaveliBed inter@ed eftxSs and
are not associated with unintended consequences. This strategy is currently being explored by the Office
of Minority Health at CMS, which recently began posting quality information stratified by race and
ethnicity on theirwebsite for public viewing.Another important component of measuring and
reporting quality for beneficiaries with social risk factors is the development and use of health equity
measures or domains to specifically measure disparities in care. Hinaliitoring the financial impact
of Medicare payment programs on providers disproportionately serving beneficiaries with social risk
factors is critical as the programs continue to change
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STRATEQX Set High, FaiQuality Standards for All Beneficiaries

Thesecondstrategy is setting &igh, fair standardor qualityand resource usmeasures However,
thereis not an alencompassing approach to whether or not measures should be adjusted for social
risk. These decisions should consider the benefitscamderns of adjustment discussed above.
Additionally, empirical evidence on the relationship between the social risk factor and the outcome,
including whether there is evidence that need or complexity is driving differences in performance, or if
the differences in performance are related to true differences in the quality of care delivered to
beneficiaries with social risk factors, should be considéfét:>* Such decisiomshould be

continuously evaluated as new data on social risk and better data on medida¢come availabland
asnew measuresare introduced into the programs.

STRATEGY Reward and Support Better Outcomes for Beneficiaries with Social Risk Factor

To encourage improvement in care and outcomes for beneficiaries with social risk factdts avoid

creating disincentives to caring for beneficiaries with social risk factors (criterion #2), high standards and
reporting must be coupled wittargeted payment adjustmentso reward improvement and/or
achievementin beneficiaries with social risk factoihese interventions could help reduce the
disproportionate burden of payment penalties on providers that disproportionately serve beneficiaries
with social risk factorby making them eligible for additional adjustments for performaméerion

#3), and even enhance the potential for success in delivery system reform and Alternative Payment
Models (criterion #6).

Finally, meeting high qualistandards is often more difficult among beneficiaries with social risk factors,
and may requiredditional support and/or resourcesFor example, achieving high cancer screening

rates inbeneficiariesvho lack access to transportation, or achieving adeguaintrol of blood sugars in
beneficiaries who have unstable housing, presents challenges beyond those faced in delivering high
guality care to beneficiaries who do not have these ne€isnmunity engagement strategies may have

a particular role to play Ire as well. Therefore, specific targeted support for quality improvement

should be provided to the providers that disproportionately care for beneficiaries with social risk factors.

This set of strategiegmeasure and report performanceet high, fair sindards;and provide targeted

reward and supportare not mutually exclusive for example, policymakers could choose both to

adjust resource use measures for social risk and also to provide additional payment adjustments for high
performance for beneficiges with social risk factors, or to provide targeted quality improvement
support.Indeed, a multpronged approach employing all three strategies is likely needed to ensure that

a SRA Ol NB®a3ed pdhdsidg$rograms adequately account for socialhigi drive

improvements in care and outcomes forrak beneficiariesand do not cause unintended

consequences as they continue to expand.
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Gonsiderationgegarding how these strategies might be apphethin each program can be found in
Chapters hrough 13. Specific considerations vary by program, because each program is structured
differently, uses a different combination of metrics that may have different relationships with social risk,
and assesses bonuses or penalties differently.

IV.  Structureof This Report

Following this introductorghapter, there are three morehapters in Section One: Introduction,
Background and Method&ection Two addresses hospital vahased purchasing programs; Section

Three addresses the programs that focus astea part on quality and/or costs in the ambulatory

setting; and Section Four focuses on dialysis facility andamgevaluebased purchasingnodels.Each

of the program chapters follows a similar structure, presenting analyses, policy simulations, and
strategies and considerationSection Five (Chapter 14) summarizes findings across all studies and
discusses themes and future areas of work. Detailed methodologies for each of the programs analyzed,
as well as additional findings not damed in the m& body of thereport, are presented in companion
technical appendices for the prograspecific analyses contained in Chapters 5 through 13.
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CHAPTER 2: Social Risk Factors

As noted in Chapter 1, prior research has definitively shown that social risk factors are related to a
variety of health outcomes across settings, providers, and practices. Though gaps in life expectancy
betweenBlack and Whiténdividuals have fallen irecent years,gaps are actually widening for income
related disparitie§® and for ruraturban disparities.Healthy People 2020 calls attention to all of these
disparities as a major national Herapriority.® This chapter provides a brief overview of the research
related to the social risk factors included in Study A, including the relationship between these factors
and health outcomes and the way in which these variables were collected.

l. Defining Socioecononai Status and Social Risk Factors

Socioeconomic Status (SES) has been conceptualized in different ways, and can be difficult to measure
adequately. Given this complexity, ASPE askedNttmnal Academies of Sciences, Engineering, and
Medicine(NASENIto hdp create a conceptual framework for this work. THest report, entitled

G! 002dzydAy3a F2NJ {20AFf wAaal CI OG2NB Sid¢ntifiedSaRdh O NB
thoroughly reviewed five keyosial risk factors and one independent, nsocial risk factor that should

be considered when addressing the issue of social needs and Medicare payment policy:

Socioeconomic Position (SEP), which includes income, insurance, education, and occupation;
Race ethnicity, and cultural context;

Gender and sexual orientation;

Social relationships, including social support;

Residential and community context, including neighborhood deprivation and rurality; and
Health literacy (independent risk factor rather thaocial risk factor)

ook whNpE

The Committee noted that it expected the effect of the social risk factors to be similar across Medicare
subpopulations, including beneficiaries with disabilities and ESRD, and older &Haks. social risk

factors are associated withealth care use and outcomes through a variety of mechanisms, as shown in
the conceptual model below:
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Figure 2.1National Academies of Sciences, Engineering, and MedRige / 2 y O S LJi dz €
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health care system (in terms of quality, outcomes, and cost) can undoubtedly be affected by the social
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cultural context; gender; social relationships; and residential and community context) have been shown
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For the purposes of thisdRort, analyses were limited to those social risk factors for which data were
available in current Medicare administrative files. These factors include income, insurance, race,
ethnicity, and communityactors, including rurality. Data are not currently available across the Medicare
population on education, employment, sexual orientation, gender identity, or social relationships.
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available in claims data, and as such, specific analyses on gender were not conDiszbiity was also
considered to be an important related risk factor in this stutlyough not a social risk factor per se, it is
a key metric of lgh medical risk available in current Medicare enrollment data and is already used in
some Medicare payment programisis also closely linked to many social risk factors, as well as to

health outcomes.
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Il. Research on Sociahd RelatedRisk Factors Includeith Study A and Health

Outcomes
As noted above, prior research has definitively shown that social risk factors are related to a variety of
health outcomes, across settingad providers. This chapter provides a brief overview of the research
related to thefactors included in Study A; for a more thorough review of social risk factors more
broadly, please refer to thilational Academies of Sciences, Engineering, and Meficine N5 LJ2 NIi
G! 002dzyiAy3a F2NJ {20A1f wraal CrOG2NAR Ay aSRAOINB

A. Income

A large body of work has shown that income is associated with health care quality and outcomes, as well
as life expectancyPrior studies, many of which used Medicaid enroliment as a proxy for low income,
have shown that lowncomebeneficiarieshave higher hospital admission, readmission, and mortality
rates for a number of medical and surgicaehditions®** Income is also related to health care quality
and outcomes when studied in the outpatient setting; loweome beneficiaries receive lowgquality

care and have worse outcomes on metrics includedimicalquality programs fooutpatient care such

as diabetes control and cancer screentfiff.In the postacute setting, outcomes are again related to
income; Medicaieenrolledbeneficiaries tend to be admitted to loweuality skilled nursing facilities
than nondualy-enrolledbeneficiaries® and may have less access to hebssed pos@acute cargor
HCBS)’ Some research suggests that access to home health, rehabilitative, antétomgare services
including HCBfay be worse for lovincome populations, though less is known about patiseof care
and acces# these settings®**

B. Race and Ethnicity

Thel@a Qa Hnnuw fFYRYFEN] NBLRNI ! ySldzat ¢NBFIYSyidse
ethnicity are closely tied to overall health and specific health outcofhBsth Black and Hispanic
Americans have lower life expectancies and higher rates of chronic disease than their White
counterparts.Peoplewho selfidentify as racial or ethnic minorities are at higher risk of readmission
following hospitalizatioff* and have worse expeniee with hospital care than neminority

populations (as measured by patient experience surv&Raradoxically, for imospital mortality

measures, findings are more mixed: prior studies have shown significantly lower mortality figllowi

acute myocardial infarction, heart failure, and pneumonia for Black and Hispanic Medicare beneficiaries;
findings are particularly striking for Hispanics, with up to 50% lower cardiovascular mortality reported in
multiple studies’®*

Race and ethnicithased differences are also evident in the ambulatory setting. Hospital admissions for
ambulatory caresensitive conditions, or those conditions for which heglality primarycare should
decrease the likelihood of hospitalization, are higher for racial and ethnic minotitiesddition, racial

and ethnic minorities have lower rates of diabetasd hypertension controf; and consequently, higher
rates of heart attack, stroke, and other loteym consequences of these conditiofid\Vhile survival

with chroni kidney disease is worse Blackand Hispanibeneficiariexompared towhites * studies

have documented a survival advantage Bdackand Hispanibeneficiarieon dialysis compared to

White beneficiaries™* In the postacute setting, racial and ethnic minorities are more likely to go to
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low-quality skilled nursing facilities and to be readmitted to the hadfter being discharged to a
postacute care facility!*

The majority of prior work has focused BtackWhite and Hispani@Vhite differences; much less is
known for Asian Americans, Native Hawaiians, and other Pacific Islanders, Ameriaas, ladd Alaska
Natives.

C. Community Factors, including Rurality

Community context can influence a host of important social risk factors, from income to education to
access to healthy food. It can also be used as a proxy for individual social risk.rroleestudies have
shown that individuals from socioeconomically disadvantaged neighborhoods have higher hospital
readmission rates than those living in les=prived neighborhoods, independent of individual markers
of social risk® Neighborhood disadvantage has also been associattdhigher mortality after
myocardial infarctioff and stroke*?

Rurality is another important component of community identity, and is associated with differential
health outcomes compared to living in more urban areas. Persons living in rural commuantges h

higher rates of chronic illne§sand poorer access to generalist and specialist outpatient care than those
living in urban area$' Further, individuals seeking hospital care in rural areas have worse outcomes for
common inpatient conditions suds heart attacks, heart failure, and pneumof’ﬁ’é?and are more

likely to visit the emergency department aftdischarge’’ However, readmission rates are similar or
lower forbeneficiariesn rural areag®*°and reported patient experience is bett&>In the

ambulatory setting, findings are mixed on the quality of care received in rural versus urban‘afeas.
Findings are also ambiguous in pasute settings: rural beneficiaries may encounter poor quality in the
hospice setting’ and are more likely to be admitted to leguality nursing home¥ but readmission

rates from home health settings are lower in rural aréas.

D. Disability

Though not a social risk factalisabilityis a key metric in current Medicare enrollment déecause
disability can confer Medicare eligibility (see next section), aistiosely linked to many social risk
factors. For example, Medicare beneficiaries under 65 years of age with disabilities are much more likely
to be poor and to selidentify as racial or ethnic minoritie&> Peoplewith disabilities may face
significant barriers to education and employmé&hbisability is also an independent predictor of poor
mental and physical health outcomes; over half of the Medicare populatitndisabilitiesunder 65
reports a mental health diagnosis, abdneficiaries with disabilitieare much more likely to report
being in poor overall healtf.Individuals with disabilities may receive lowguality preventive caré*

and have worse outcomes for medical conditions such as c¢&hBésability status is currently used for
Medicare Advantage (MA) payment determination, as disability is included in the CMS Hierarchical
Condition Categories (HCC) risk adjustment sys#anhit is included in risk adjustment in some of the
guality measures examindd this report

lll.  Socialand RelatedRisk Factors Included in this Study
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To assess the relationship between social risk factors and performance on the metrics in Medicare
paymentprograms, social risk factors had to be identified and defined using existing Medicare data.
Variables selected for the study are summarized in the table below, with a description following.

Table 2.1: Sociand RelatedRisk Factor Study Variables

Risk Beneficiary ProviderLevel Variable Strengths Limitations

Factor LevelVariable

Income | Dualy-enrolled | Top quintile of proportion | Easily available, | Binary, requires
status dualy enrolled in Medicare | widely used, good| Medicaid enrollment

and Medicaid or face validity rather than just
alternatively of SSI or eligibility
Disproportionate Share

Index (where available)

Income | Zip Code Lowest quintile of median | Not dependent on| Imprecise estimator
Tabulation ZCTAevel income within beneficiary of individual income
Area (ZCTA) | the Hospital ServicArea or | application for or
level income: | equivalent enrollment in
Lowest Quintile special programs

Race/ RTI recode of | HighBlack hospital defined | Improves Does not allow for

ethnicity | Medicare race/| as top quintile ofproportion | identification of multiple categories,
ethnicity Black, HigiHispanic hospital racial and ethnic | remains a poblem to
variable defined as top quintile of minorities over identify some racial

proportion Hispanic Medicare race/ and ethnic groups
ethnicity code
contained in Includes a limited
claims data number ofrace and
ethnicity codes

Rurality [ Home ZIPcodgt N2 A RSN A 0 4 Easily available, | Dichotomous, so
outside not in a Metropolitan corresponds to does not capture
Metropolitan Statistical Area* Medicare degrees of rurality
Statistical payment policy
Area*

Disability [ Original Reasol| Top quintile of proportiorof | Easily available, | Requires application
for Medicare beneficiaries with disabilitiey currently used in | and enrollment, does
Entitlement Medicare not capture those

Advantage who acquire a
payments disabilityafter age 65

RTI=Research Triangle Institute

*For postacute care, rural was defined as outside both Metropolitan and Micropolitan Statistical Aré&gdimg

with Medicare paymentruleC2 NJ K2YS KSIFf 6KX NHzNI fAG& Aa ol &aSR

F3SydeQa %Lt O2RSZ gKAOK Aa K2g arbrRnaMetidal® SHRBAISAUNNYSA

Program since hospitals @& LINE A RSNA Yl & 0S 3IS23IN) LIKAOIFffé RAJ

with the highest proportion of rural beneficiaries.

A. Income

Definitions and Limitations of Available Data
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The first social risk factor variable relevant to this study is income. However, because eligibility for and
receipt of Medicare services is not related to income, the Medicare program does not routinely collect
detailed income information about beneficias. This is in contrast to other programs, such as Medicaid
and the federal Supplemental Security Income (SSI) program, that determine eligibility in part by income
and thus require the government to collect income data as part of the enroliment proEkss, the

best available data may be collected by another program and then reported in the existing Medicare
data.

Figure 2.1 summarizes the beneficideyel income data used in Study A, and demonstrates that the
available information is largely in thails of the income distribution; each component is described in
the paragraphs that follow:

Figure 2.1: Individualevel Income Data in Medicare

" Ppartial Dual |

and Low-
‘ Income
Full Dual: Subsidy for Part B
~15% of Part D: ~5% | Premium: 5%
Medicare of Medicare Non-dual, non-LIS, no Part B Premium requirement: ~75% of Medicare
population population of Medicare population population

1. Defining Income using SSI Enroliment

The IMPACT Act mentions use of federal SSI enrollment data, and thah@git be ideal for evaluating
poverty, since SSI eligibility relies on a federal standard. To be eligible for SSI, an individual must be aged
65 or over, blind, or disabled, and have limited income, limited resources, and meet certain citizenship
and resdency requirements. SSI is scaled, such that the more income an individual has (up to the
Federal Benefit Rate (FBR)), the lower the SSI benefit will be. The FBR was $733 per month for
individuals in 2015. Unfortunately, beneficiary SSI receipt is ndaomd in existing Medicare data.

This variable is held by the Social Security Administration (SSA) and is not released to CMS or to
researchers except for the express purpose of determining hospital disproportionate share payments.
Thus, it is not curremy available for individudkvel analyses. An aggregate proxy at the hospital level is
available, the proportion dbeneficiariesat a hospital who receive SSI, and this is used in hodgital
analyses where appropriate.

2. Defining Income using Medicaifnrollment

One way to identify individual income in Medicare administrative data is by identifying those Medicare
beneficiaries who are alsenrolled ina SRA OF A RZ 2 F (i Quglly edBIREB NN & T1 2SSy MR 66t S
make up a significant proportion oféhMedicare population: roughly one in five Medicare beneficiaries
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is dually enrolled. In 2013, there were 10.7 million dual enrollees nationally, of which 7.7 million (72%)
had full Medicaid benefit& About two-thirds of dual eligible beneficiariese over the age of 65, while
about a third are younger individuals with disabilitfés.

Though Medicaid eligibility is defined on a stdtg-state basis, it varies much less across states for the
over-65 and disabled populatns that are the focus of thiselRort. For ovet65 and disabled populations

in 40 states plus the District of Columbidedicaid eligibility in the Medicare population is connected to
receipt of SSI, which sets an income standard for eligibility at roughly 75% of the Federal Poverty Level
(FPLY.However, about one third of states set their eligibility levels at 100% FRigtar. There are also

ten states, known as 209(b) states, in which eligibility rules for dually eligible populations can be set
lower than the SSI standards.

Additionally, there are different types of dual eligibility based on income and assets, esgldlso vary
a2YSoKI G 0 &uabyénrolie8 ldeneficudat f T £ £ dzy RSNJ GKS t24Said Ay O0;
YR NBOSAGS 020K TFdzZ f aSRAOINB daafiyeroiedi i @ | y R T dz f
beneficiariex ¢ ¢ A (0 K & f A 3 Knd &ssets KdcelvE Gy Leftajh ©dmpodents of the Medicaid

benefit package. For example, partiially-enrolled beneficiariemay receive assistance only with

premiums for the Part B Medicare benefit, or only with cost sharing for Medicare befrdfit€013,

28% ofdually-enrolled beneficiariesvere in one of the partial coverage categorféAppendx 2.A

provides a full list of the categories of dual eligibility and state requirements for each.

aSRAOFNB RFEGEFE OFLIWidNBa aSRAOFAR SyNRffYSYyld gAGK |
O2RS®d¢ ¢KAa O2RS3>I Ol Liotiedhdvidwa?coftégiriesoEdual efidolitDapplyS & 6 K A
to the beneficiary.

Using duaknrollmentas an income proxy has several limitatioBee is its variability by state, though,

again, this is much less of an issue for the éieand disabled populatihs that constitute thedually
enrolledpopulation in Medicare. A second important limitation is that desafollmentonly captures

individuals who are actually enrolled in Medicaid and misseshoame beneficiaries who have not

applied for Medicaid, owho are not aware they are eligible for income assistance. Medicaid enrollment

Ffaz2 FlLAfta (2R2RPREYy BKRE YRS T YOS MIAYAE I NJ OKIFffSy3aSa
lack the additional support that Medicaid provides. Finally, @mablimert is abinaryvariable, and does

not offer information about the actual income or assets of individuals, but rather only indicates that

they fall below Medicaid eligibility thresholds.

3. Defining Income using Losvmcome Subsidy Enrollment
A second way to idify individual income in Medicare data is to identify Medicare beneficiaries who
are eligible for lonincome subsidies (LIS) for purchasing prescription drugs through Medicare Part D.

43S] uses the Ferhl Benefit Rate (FBR), while Medicaid uses the Federal Poverty Level; the current FBR to qualify
for SSl is roughly 75% of the FPL.

°SSl was created by the amendments of 1972 and became effective inS&tian 209(b) of that Act allowed

states toapply 1972 eligibility criteria to aged or disabled individuals receiving SSI benefits for purposes of
determining Medicaid eligibilityhftps://www.govtrack.us/congress/bills/92/hr1/text
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This program applies to beneficiaries with incomes up to 150% ofRheaRd has higher asset limits

than SSI. The LIS program provides assistance on a sliding scale with premiums and copays for
prescription drug coverage. Because the income standard for theérlomme subsidy is federal, it has
the advantage of being unifor across states. It also captures a slightly higheome group than dual
enroliment alone based on its eligibility criteria.

A limitation to using LIS as a marker for poverty is that LIS enroliment data are only available in
Medicare administrative datats for beneficiaries who are enrolled in Medicare Part D. As of 2013,
there were 37 million such Medicare beneficiaries, representing abouithivds of all Medicare
beneficiaries. However, state enrollment in Part D varies from 40% of beneficiarieskaAo 75% in
California. Participation in Part D also varies by enroliment in Medicare Advantage, with the vast
majority of Medicare Advantage enrollees also participating in a Part D plan, but only about half of fee
for-service beneficiaries enrolled Part D°® Finally, prior research has shown that individuals with low
incomes?’ as well as those with cognitive limitations and low numeri&are less likely to enroll in

Part D, suggesting that the Part D population may not be representative of the broader Medicare
population, particularly among those groups who are sociathyskt

4. Defining Income using the Part B IncoARelated Premium

One additional measure identifies beneficiaries with high incomes. This is the Part B (and, for those who
participate, Part D) incomeelated premium. Currently, Medicare beneficiaries pay a rhiynpremium

for Part B coverage that geenerallyequal to 25 percent of the average monthly gepita Part B
expenditures® in 2016 this wasabout $122 per month!* However, beneficiaries with higher incomes
(more than $85,000 per year for individuals and more than $170,000 per year for couples filing their
taxes jointly) are required to pay higher rates. Thiggher rates affected roughly 5 percent of Medicare
beneficiaries, and range from 35 percent to 80 percent of averageagta costs, or $70.50to
$389.80monthly in2016 As a result of changes contained in the Medicare Access and CHIP
ReauthorizatiorAct of 2015 (MACRA), in 2018, the contributions for individuals with incomes above
$133,500 (or couples above $267,000) will increase further. These data are based on tax filings rather
than applications for a particular program. However, they only idenkié top 5 percent of Medicare
beneficiaries in terms of income. For this work, therefore, the incoelated premium variable was
considered in exploratory analyses only.

5. Defining Income Using Geographic Indicators

A final potential source of data fordome is not beneficiarevel data but rather data that pertain to a
0SYSTAOAINEQA I NBF 2F NBAARSYOS® 2KAtS (GKAA &2dzND
Act, geographpased income data was examined as part of this project in exploratwalyses.

The American Community Survey (ACS) includes U.S. Census data on local income and can be linked with
Medicare data to provide geograpibased income estimates for Medicare beneficiaries. The ACS

samples about 3.5 million housing units each year. Siyegeestimates are released for areas with

populations of 65,000 or above; thrgear estimates are released for areas with populations of 20,000

or above; and fivg/ear estimates are released with no minimum population threshold. The smallest
geographic censs units are the 11 million Census Blocks, for which no data are released. However, the
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Census Bureau doesreleasefvé& I NJ ! / { RF G F2NJ GKS AyONBl aay3ate f
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Tract data are technically difficult to use when street addresses must be matched to these geographic

entities. Howeve, variables available at the ZCTA level, which are available with Medicare claims,

include median income, poverty rate, SSI rate, dual enrollment rate, rate of receipt of Supplemental

Nutrition Assistance Program (SNAP), Medicaid enroliment rate, anuinafion on educational
FaddFrAyYSyied ¢kKSaS RIFEGF OFy 0S8 dzaASR |4 LINRPEASa F2N
effects that may be important in themselves.

The major limitation of geograpHyased income data is that a median income may migcaately

reflect any given individual in that area; an area in Manhattan, for example, with both extremely
wealthy and extremely poor individuals might have a modest median income, which would create a
significant misclassification.

6. Variables Chosen an@ationale

As discussed above, no single existing income variable in Medicare data provides precise information on
OSYSTAOAIFINRSEQ AyO2YSd ¢KSNBF2NBI (KAa aiddzRe dzasSa
strengths of each may offset the limitatie of the othersThe analysem this reportfocus on dual

eligibility because of its availability for all Medicéeneficiariesand on LIS where available, for analyses

on Medicare Advantage and Part D. In exploratory analyses, median ZCTA inconveithlotiger

ZCTAevel variables, as well as the higitcome indicator, were considered. The second, forthcoming

d0dzReé YIYyRFGSR 6@ GKS Lat! /¢ ' O0GX NBFSNBYOSR & «a
metrics of income currently unavailable in tMedicare program that may provide more precise

estimates of this important factor.

At the provider levelbeingin the highest quintile of the proportion of beneficiaries who were dually
SYyNRttSR gl a ISYySNIftfte dzaSR fighR @l i S IRMBPetBRSKE @ oS
physician practices in the highest quintile of the proportion of assigned beneficiaries who were dually
SYNRffSR o0FdzE £ 2N LI RIA If f LING ONB OSBE TS NNEBES RAIIf & ad &
propori A2y 2F Rdzr ff& SYNRBtftSR O0ORYATFADIAONE SHOVSRE NE NB R
for hospital analyses, since the Disproportionate Share Hospital (DSH) Index is widely used and accepted

as a way in which to define safegt hospitalsthe top quintile of DSH Index was used to identify the

hospital group of particular interesh Y S A YL NI yi OF S8 K2A8AGKE A GaANBS
many different ways by different researchers, seame cases, if resulis this reportdo notalign with

other reports on safetynet hospitals, it may be due to differential classification of the safety net.

B. Race and Ethnicity
Definitions and Limitations of Available Data

Two variables designating the race and ethnicity of Medicare beneficiddi@& al @ Af I 6t S Ay a S|
primary administrative dataset, the Master Beneficiary Summary File (MBSF). Rather than obtaining
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these variables from beneficiaries, the Medicare program obtains these variables indirectly. The first
race variable, the BeneficiaRace Code, is obtained from the SSA, which transfers demographic data on
applications for Social Security Numbers (SSNs) to the MBSF. The second variable is derived using an
algorithm developed by the Research Triangle Institute (RTI).

1. Defining Race ath Ethnicity Using SSA Data

Over time, the race and ethnicity data collected by the SSA and transferred to the Medicare program
have changed. From its inception through 1980, SSA collected race information by asking SSN applicants
to identify voluntarily wih one of only three categories (White, Black, and Other); applicants who

selected none of the three categories were assigned a race of Unknown. In 1980, in response to
guidance from the Office of Management and BudGehe race and ethnicitgategories were

expanded to 1) White, neHlispanic; 2) Black, nddispanic; 3) Asian, Asian American, or Pacific Islander,
non-Hispang; 4) Hispanic; or merican Indiaror Alaska NativenonHispanic. Applicants were still

asked to choose only one category. The category of Other was eliminated, while Unknown was still
applied to applicants who made no selection. The SSA has never allowed SSN applicants to specify both
a race and an ethaity, nor does it allow for individuals to be identified as more than one race and/or a
separate race and ethnicity. Additional limitations include the fact that the MBSF does not identify Asian
and Pacific Islander beneficiaries separately. Furthermbee SSA has been assigning SSNs at birth

rather than waiting for voluntary SSN application (generally for employment) since 1989. Because birth
certificates may not contairace and ethnicitylata (this varies by state), some enrollees in more recent
yearsdo not have anyace and ethnicitglata from SSA

¢tKSaS tAYAGIGAZ2Ya AYKSNByYyd (2 {{!'Q&d KAZAG2NAROIf RI
race and ethnicity, despite numerous efforts by CMS to improve the administrative database in past
decades” While the Beneficigr Race Code is highly accurate for White and Black beneficiaries

compared to the gold standard of se#port identified by the Institute of Medicin&(with sensitivities

of 97% and 95%, respectively) it is only moderately accurate in identifying Hishsiaic,and Pacific

Islander, and Americamdian and AlaskBlative beneficiaries, with sensitivities 39%, 58%, and 11%,
respectively’*®

2. Defining Race / Ethnicity Using Imputed Data

Given the limitations of SSA data, and in the absence ofeqaited race and ethnicitylata,

researchers have developed additoi A Y RANB OGO YSiK2Ra (2 SadAYlFdaS 2N
race and ethnicity. One such indirect approach, developed by RTI, assigns an updatadd ethnicity

using beneficiary surname, first name, language preference, and existing MedicarecBen&ace

Code’® This RTI method is more sensitive for itiiging Hispanic anésian and Pacifislander

beneficiaries than the Beneficiary Race Code (sensitivities of 77% and 79%, respectively), and maintains
similarly high performance in identifying White and Black beneficiaries. The RTI imputation algorithm

creates an additionalace and ethnicit@ | NA I 6 f ST (GKS awSaSINOK ¢NAIFy3AfS
currently included in the Medicare administrative record.

The RTI method is limited in that that it was not designed to improve identification of bemiefoeho
identify as American Indian&laska Native, so that population remains undetentified. In addition,
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the method does not identify Asian and Pacific Islander beneficiaries separately, nor does it allow for
individuals to be identified as more thane race and/or a separate race and ethnicity.

3. Defining Race / Ethnicity Using Other Sources of Data

While several other initiatives within the Medicare program collect race and ethnicity data, they only do
so for samples or targeted subgroups of benafies. For example, the Medicare Current Beneficiary
Survey obtains detailed, setported information on race and ethnicity from respondents, but only for

a sample (currently about 15,000 beneficiaries annually) of the Medicare popufasimilarly, while
certain assessment tools for Medicare p@siute care settings also include race and ethnicity items, this
information is available only for the subset of Medicare beneficiaries who use these services, and the
data are not storedn the MBSF file.

In the future, race and ethnicity data may be available from other sources, including electronic health
records (EHRs). The Office of the National Coordinator, in the finalized 2015 Certification Rule, includes
granular capture of racand ethnicity as a criterion for Health IT; data standards for this data capture

are compliant with the OMB standards discussed above as well as with Centers for Disease Control
(CDC) race and ethnicity data standards. The criterion also requires b Hemlbdule to be able to

record multiple races and/or ethnicities for a patiggeehttps://www.healthit.gov/policyresearchers
implementers/2015edition-final-rule).

4. Variables Chosen and Rationale

The RTI Race Code improves substantially upon thefiBiemg Race Code in identifying Hispanic and
Asian and Pacifislander beneficiaries, and maintains similar performance in identifying White and
Black beneficiaries. Currently, there is no alternative variable in existing Medicare data that: 1) better
identifies Americarindian and AlaskBative beneficiaries, 2) separates out Asian and Pacific Islander
populations, and/or 3) allows beneficiaries to be identified with more than one race or a race and an
ethnicity. In the absence of such a variable, whitluld improve upon the weaknesses of both the
Beneficiary Race Code and the RTI Race Code, the RTI Race Coderishesadalyse this report
However, future analyses, included those conducted under Study B, may explore more granular data
from alternative data sources where available.

For providers, those in the highest quintile of the proportion of beneficiaries who were Black or Hispanic

were referred to as higiBlack or higkHispanic, respectiveljHowever, it is worth noting that since the

p2 LJdzf  GA 2y LINBGIf SyOS 2F (GKSaS NI OARLIYYRES LNP DA R3
might still only have a beneficiary mix of 15% Hispanic beneficiaries in someTdasesore, these

provider classifications should be interpreted irhtigf the population prevalence of the beneficiary

groups in question.

C. Community Factors, including Rurality
Definitions and Limitations of Available Data

Another important community variable that can serve as a proxy for individual social risk, and to
guantify local resources, stressors, and supports, is rurality. Many Medicare payments, including those
made for acute, posacute, dialysis, and ambulance services, are adjusted in some waydbty,
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which, for the purposes of Medicare payments, is corghio@ | aaA3dy SR dzaAy3 | oSy
geographic location (address).

1. Defining Rurality Using CotBased Statistical Areas (CBSAS)
For most Medicare classifications that identify rural areas, CMS uses a concept developed by the Office
of Managementnd Budget (OMB), Cofased Statistical Areas (CBSAEBSASs are counhased
areas consisting of an urban core and adjacent areas that are economically tied to that core by
commuting. They have three major classifications: Metropolitan Statistical Area (MSA), Micropolitan
Statistical Area (mSA), or ler. An MSA contains an urban core population of 50,000 or more, while
an mSA contains an urban core population of at least 10,000 but less than 50,000. An area without a
core population of at least 10,000 is considered neither Metropolitan nor Micrgpolit

For most Medicare payment purposes, all counties that are not part of an MSA are considered rural, so
that counties classified as either Micropolitan or Neither are considered rural. Under these definitions,
there are 381 MSA and 536 mSAs currentihaU.S.; about 15% of the overall U.S. population and

72% of the land area of the country is in Amretropolitan, or rural, countie& In the pst-acute setting,

only Neither is considered to be rural for payment purposes.

One important limitation to this method is thalhe use of a countpased method like the CBSA may
obscure important differences within counties, particularly large ones tradtidle many different areas.
Because counties that include both rural and urban areas are classified as urban if they include a core
urban area, some areas within counties may end up with counterintuitive classifications. An example is
San Bernalino County CA, which includes both the outskirts of the city of Los Angeles as well as Death
Valley, but is still classified as urb#n.

2. Defining Rurality Using Alternative Methods
The Federal Office of Rural Health Policy (FORHP) in the Health Resources and Services Administration
(HRSA) has developed an addiibmethod that is commonly used when studying Medicare
beneficiaries and providers. This method begins by defining alM®A counties as rural, but then
applies additional parameters to reclassify rural areas within Metropolitan counties based on Rural
Urban Commuting Area (RUCA) codes developed by the U.S. Department of Agriculture®{U8iia).
this method allows for more granular identification of rural providers and beneficiaries, it is not
currently used by CMS for maost payment purposes, with the exception of Critical Access Hospital
determination and telehealth billing. Analyses of rurality beyond what CMS currently uses will be
pursued in Study B.

3. Variables Chosen and Rationale

Because CMS follov@MB guidance to adjust payments to individual providers, clinics, and hospitals,
the CBSA methodology is most applicable for the analyses cortisténis Rport. However, granular
data on rurality may be important to explore, and will therefore beudeld in Study B.

At the provider level, where a provider had an address (for example, a hospital or skilled nursing facility),
the address was used to assign the provider rural or urban steltusever, for providers that are
geographically dispersed (fexample, an ACO or a Medicare Advantage health plan), the providers in
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the top quintile of the proportion of assigned beneficiaries who were considered rural were classified as
rural providers.

A separate set of work has been undertaken to examine rural providatsre ineligible fothe

Medicare payment programiscludedin this reportbecause they are paid under unigue mechanisms

For example, Critical Access Hospitals are statutorily exdltrdm the Hospital Readmissions Reduction

Program, Hospital ValdBased Purchasing, and the Hospaahuired Conditions Reduction Program

because they are not paid under the Inpatient Prospective Payment System, on which these programs

are basedAnalyss of these provides is outside the scope of thigport but complenentary toits

findingsT LJ Sl a8 4SS (G4KS 1 {t9 OoONARST SyGAGt SR dawdzNFf 1| 2
| SFfGK /NS 5SSt AGSNE {edaiSYy w&F2N¥Y LyAGAlFIGAQGSas 7T

D. Disability
Definitions and Limitations of Available Data

As noted above, while this study did not classify disability as a social risk factor, disability wedintiu
study analyses across programs because of its close linkage to potentially unmeasured social risk factors,
availability in the Medicare claims data, and current use in Medicare programs.

1. Defining Disability Using Original Reason for Medicare Entitbant

Section 223(d) of the Social Security Act defines disability agAhénability to engage in any

substantial gainful activity by reason of any medically determinable physical or mental impairment

which can be expected to result in death or whicls tested or can be expected to last for a continuous

period of not less than 12 months; or (B) in the case of an individual who has attained the age of 55 and

Ad O0fAYR O06A0KAY GKS YSIyAy3a 2F daofAyReofSudaé I a RS
blindness to engage in substantial gainful activity requiring skills or abilities comparable to those of any

gainful activity in which he has previously engaged with some regularity and over a substantial period of

time." If these criteria are metindividuals may be eligible for Social Security Disability Insurance (SSDI).

Individuals younger than 65 who have received SSDI payments for 25 months are entitled to Medicare

Part A and are eligible for Part B the month their disability benefits béglividuals younger than 65

who have been diagnosed with amyotrophic lateral sclerosis (ALS) are entitled to Medicare Part A and

are eligible for Part B the month their disability benefits begin. Individuals younger than 65 who are

undergoing dialysis feend-stage renal disease (ESRD) generally receive Medicare Part A and Part B on

the first day of the fourth month of dialysis treatments, with a few exceptidie original reason for an
AYRADGARIZ t Q& aSRAOINBE SylGAGtBNSywSIO& 3y 052 N2 ez RA &ty
(OREC) in the Master Beneficiary Summary File. At the age of 65, those with OREC indicating disability

retain this code, though their current Medicare status code (MS_CD) changes from Disabled (with or

without ESRD) to Agddith or without ESRD).

Using the OREC variable to identify disability has certain limitations. Because individuals must apply for
and receive this designation, for example, the data do not capture individualhawea disabilityput
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did not seek formhdesignation as such. In addition, the OREC does not identify beneficiaries who
acquire a disabilitafter Medicare enrollment at age 65.

2. Defining Disability Using Alternative Methods

The limitations noted above have sparked efforts to create algorithsitsgclaims data to identify

individuals with a high probability of having a disability. The recent ASPE/Mathematica issue brief

SYyGaAidtf SR aLRSYdGATeAy3a aSRAOINE . Sy JRAS®RA H NIF2AR 4 KV
provides an introductioro this issu€’® These algorithms are beyond the scopets first report but

may be important to explore in future work

3. Variables Chosen and Rationale

This study selected the OREC variabliglémtify individuals ahaving a disabilitecause it is valid,
complete, and available in enroliment data and thwsformly usable across programs. In addition, this
variable has been used previously in Medicare payment policy.

At the provider level, those in the highest quintile of the proportion of beneficiaries who had originally
qualified for Medicare basedonfRaA & 0 Af A& ¢ SMRE ad Dy BRRS NBR O RISNE O
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CHAPTER 3: Statistical Methods

l. Study Overview and Research Questions

This Rport quantifies the underlying relationships between social risk factors and the pdeiesit

measures contained in the Medicare payment programs. It also examines the performance of providers
that servebeneficiaries with social risk factousider spedic programs. (Note that here the term

GLINEP OARSNEE Aa dzaSR (G2 AYRAOIFIGS LKEeaAOAlyas Kz2all

Advantage contracts, etdn addiion, this Rport outlines policy options that could potentially address
socid risk factors, and quantifies the impact of these options on providers selp@ngficiaries with
social risk factors

Analyses were structured around three research questions, as shown in Table 3.1:

Table 3.1: Research Questions

1. A.Isthere a relationkip between social risk factors and performance on the metrics that
comprise the Medicare payment programs, above and beyond current adjustments?
B. If so, is this primarily related to patient factors, or due to differences in the quality of the
providers from whichbeneficiaries with social risk factorseek care?

1 ExampleAre duallyenrolled beneficiaries more likely to be readmitted after a
hogpitalization for congestive heart failuré?¥ &2 3 A a (KA & LINIdval
enrollment, or is this because dualnrolledbeneficiariesare discharged from hospitals
that tend to have higher readmission rates?

1 ExampleAre ruralbenefciarieswith chronic obstructive pulmonary disease more likely
have higher annual costs of caré®0, is this primarily related to wheteneficiariedive,
or is this because physician practices that care for tueakficiariedend to have higher
costs forbeneficiarieswith this condition in general?

2. Is the Medicare payment program in question more likely to penalize providers with a high sh
of beneficiaries with social risk factofs

1 ExamplelUnder the Hospital Readmission Reduction Progime safetynet hospitals
more likely to receive a penalty than neafetynet hospitals?

1 ExampleAre physician practices with a higher proportion of Hispanic beneficiaries mo
likely to receive a downward payment adjustment in the Physidialnebasedpayment
modifier Program?

3. How would different policy options change the way providers are impacted by the Medicare
payment program in question?

1 Exampleif the Hospital Readmission Reduction Program assigned penalties within tie
the disproportionate share index instead of across all hospitals, would this change the
financial impact on safetget hospitals?

1 Exampleif the Physiciavaluebased payment modifieadjusted quality and cost metrics
for dual enrolliment would physician picices with a high proportion of duaiignrolled
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beneficiaries be penalized less often?

The intent in following this consistent framework across each of the programs was to develop a large
and clear body of evidence that would inform conclusions @stsiderationsvithin each of the

programs, andisoallow conclusions to be drawn across programs. The results presented in the
following chapters are structured according to these main questions for each progitimaugh

metrics, and, in some cases, datources differ, the same approach was used to study the effect of
social risk within each Medicare payment program.

Il. Statistical Approach, by Research Question

1. A.lIsthere a relationship between social risk factors and performance on the metrics that
comprise the Medicare payment programs, above and beyond current adjustments?
B. If so, is this primarily related to patient factors, or to differences in the quality of the provide
from which beneficiaries with social risk factorseek care?

Raw performance on clairisased measures (readmissions, admissions, costs, etc.) was first calculated

for beneficiarieshaving the social risk factor of interest verdeneficiarieqnot having the risk factor
(e.g.,dually-enrolledversus nordually-enrolled). For binary outcomes, regression models were then

developed to estimate the total (withirand betweenprovider) odds of the particular outcome for

beneficiaries with versus without the social risk facto? A GLBNERYDA RSNE RAFFSNBy OSa | |
differences in quality or outcomes that are evident between temeficiariesvithin the same

providert for example, between dual and natual beneficiariesat the same hospitaln contrast,
GoSHANRBYWARSNE RAFTTFSNBYyOSaA | NBomaskeiesn ikberefciSiisS y 0Sa A
cared for by different providersfor example, betweelbeneficiariesat hospital A versus hospital B.

BetweenLINE JA RSNJ RAFFSNBY OSa Yl & NBLINBaSyld RAFFSNBYyOS
performance or to unmeasuredifferences in patient population or to differences in the health care

environments of the providers.

Each model included risk adjustment based on CMS specifications for each particular measure, where
applicable (i.e.risk-standardization for readmissigrand age/sex adjustment for preventable
admissions)Models were built using generalized estimating equations (GEE) with an independent
correlation matrix, such that the differences found reflected the total differences betvoeseficiaries

with social isk factorsand their nonat-risk peers (question 1A). These models were repeated for each
of the patientlevel social risk factors of interest.

Question 1B asks whethbeneficiaries with social risk factod® more poorly even within the same
provider. Aprovider random effect was thus added to the models described above, to isolate the-within
provider differences in outcomefn each case, a term for the proportionténeficiaries with social risk
factorsserved by each provider was also added, to aolrftor residual confounding by provider.

Additionally, analyses were conducted to quantify the effect of receiving care from a provider serving a
high proportion ofbeneficiaries with social risk factoms outlined in Chapter Eor most programs,
theseproviders are the ones in the highest 20% of each social risk factor, with the exceptions noted in
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Chapter 2Models were rerun at the patient level with a random effect for provider, but this time the
primary predictor was the provider type (e.bigh-dual hospital, or rural dialysis facility) as the primary
predictor; these models yield the total effect of being cared for by a particular type of provider, which
includes both the effects of the patient population as well as the effect of the proviger ty

Finally, models including both patielgvel and providetevel social risk as predictors were rdinese
models included, for example, whether beneficiaries wawally-enrolledand whether they were
discharged from a higual hospital in the same ndlel. These analyses separate the independent
contribution of patient from provider factors to performance.

The next set of analyses focused on determining the consistency of the relationship between social risk
factors and outcomes across providerir example, determining the consistency of the difference in
readmission rates betweetually-enrolledand nordually-enrolledbeneficiaries across hospitals. This
analysis can yield information about whether the gap can be reduced or eliminated. For example,
highly variable difference betweedually-enrolled beneficiarieand nonrdually-enrolled beneficiaries

across hospitals might suggest that some institutions had been able to effectively close the gap, and
therefore other hospitals may learn to do sovasll. On the other hand, more consistency across

hospitals might suggest that the relationship betweaskral enrolimentand readmissions was a more

innate one and less easily remedied.

To determine the consistency of relationships, the random effects mdets question 1A above were
re-run with the CMS risk adjustment for each measure, but this time including an additional random
effect for the social risk factor of intere®Rather than calculating the average withinspital difference
between dual and on-dual, these models estimate the difference betwestrally-enrolledand non
dually-enrolledat each individual hospital.lhese hospitalevel differences were then plotted using box
and whisker plots.

2. Does the Medicare payment program in question disproportionately penalize providers or plan
that servebeneficiaries with social risk factofs

Next, analyses were run to determine whether providers with a high shaverafficiaries with social

risk facbrswere more likely to perform poorly under specific payment prografiese analyses were
important because of the processes by which performance is translated to payment in each program.
Because of these processes, even if providers sebgngficiaries with social risk factordo more

poorly on the individual measures examined in the prior analyses, it is conceivable that they could do
relatively well on a program overalh the Hospital ValuBased Purchasing program, for example,
hospitals receiveraachievement score and an improvement score for each measure, with the higher of
the two becoming their final scor@hus, a hospital with a high overall score may have received this
score due either to high levels of achievement or high levels of impremé As a result, providers with
poor absolute performance which are improving quickly may still do well under the program.

In contrast to the prior set of analyses, which were focused on understanding underlying relationships at
the patient level, thesanalyses were all conducted at the provider le¥@r each program,
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performance and scoring were examined for providers that served a high proportion of high social risk
beneficiaries using the same groupings as above (kighl, rural, etc.)Linear regession models were
used, or, in some cases, median regression due to small sample size andrn@i performance data.
Performance was first compared on individual measures (e.g. mortality for congestive heart failure),
then on domains (e.gclinical oucomes), and then on total performance score for each program.

CAylLftftes GKS ao020G2Y fAyYySE FAyThigWes tiffererft forlehcl® i 2 F (K
program, but in every case represented the final financial impact of the program in questiamples

include the penalty for excess readmissions for the Hospital Readmissions Reduction Program, the
ValueBased Incentive Payment Adjustment FadtorHospital ValueBased Purchasing, or the amount

of sharedsavinggyenerated byan ACQunderthe Medicare Shared Savings Programeach case,

performance for each provider group of interest was assessed.

Where appropriate, additional analyses adjusting for structural characteristics of the provider or plan
were conducted to identify, for example, wther differences in performance for highual hospitals

were driven by hospital size, or whether differences in performance for rural physician practices were
driven by specialty composition.

3. How would different policy options change the way providersesimpacted by the Medicare
payment program?

This third set of analyses were designed to help policymakers understand how various proposed
changes to Medicare payment programs might change the way programs impact providers serving
beneficiaries wittsocial risk factors

ThisB L2 NIl Qa L2t AO& &aAYdz | érrolinedtstatug, Gscmis Svas theddoividntNRA £ & 2 y
social risk factor in the majority of the analyses perform&djustments for race and ethnicity were not

modeled because althougtace and ethnicity have been associated with performance in prior analyses,

the magnitude of these relationships is often shown to decline significantly after accounting for poverty

and other social factors.

Adjustments for rurality were also not modeldout for different reasong-irst, analyses demonstrated

mixed relationships between rurality and performancie., rural providers were as likely to do well as

to do poorly.Second, since so many of the relevant rural providers are either statutoriyded:from

the programsdn this reportdue to their unique payment arrangements, or practically excluded because

of their small sample size, the policy options to address rural delivery system reform more broadly are

outside the scope of the programs inded here{ SS G KS NBOSyd ! {t9 LaadzS . NA
I 28 LAGEE tFNGAOALI GA2Y YR t SNF2NXYIFyOS Afor CSRSNI ¢
further information.

Across Medicare programs, the first option was the status gisonoted in Chapter 1, four main policy
strategies were then tested: A) adjustment for patidewel social risk factors; B) stratification, or
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tiering, of providers by social risk) rewarding improvement (if not already contained in the program);
and D) providing additional bonuses for high performancebareficiaries with social risk factorghe
details of how each option was applied are provided in the program chapters.

ForSIF OK LI2fA0Oe 2LIA2yS>S GKS AYLI OlG 61 & O f OdAf F SR 08¢
new scenario, and then calculating the difference between the status quo and the policy option for the

groups of interest. For the Hospital Readmission Realué®rogram, for example, penalties for

individual hospitals were calculated with and without adjustmentdoal enroliment and the penalties

for safetynet versus norsafetynet hospitals were compared under the status quo versus the adjusted

option.

When applicable, additional prograspecific factors were also considered in evaluating policy options.
For example, the Hospital Acquired Conditions Reduction Program currently uses ddseiescoring
system; going to a continuous scale as CMS hgsoped, while not directly related to social risk per se,
could have important ramifications for providers serving high populations. These prograspecific
simulations are also outlined in the program chapters.
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CHAPTER 4: Best Practices for Achieving
Good Outcomes in Socially-Risk
Beneficiaries

The charge to ASPE in the IMPACT Act was to determine the relationship bstvegri& and

performance on quality and resource use measures under Medicare payment proytémbs.analyses

did reveal significant relationships at the patient level in this regard, analyses also revealed that, in every
care setting and every program, thenere providers that were able to achieve high performance

despite serving a highly-aisk population.

This finding suggested that the Report would not be complete without an explicit focus on thidmssue.
theory, the best way to reduce the disproportiorii S 6 dzZNR Sy véldebasef puickakingB Q &
programson safetynet providers would be to improve care and outcomes at these hospitals and
practicesg thus simultaneously helpingledicare beneficiariewith social risk factorand the providers
that seve them.In reality, such a task is much easier said than dblogvever, the intent of this

Chapter is to highlight what is currently known about best practices for achieving good outcomes in
beneficiaries with social risk factgimplementation considergons based on these principles for each
program are included in the prograspecific chapters.

l. Variability of Performance for Providers Serving SociallyRisk Beneficiaries

This Report examines nine Medicare programs currently usihgebased purchasig structures.In

every program, while on average providers senbrgeficiaries with social risk factgperformed worse

than those who served a less disadvantaged population, the overlap between the groups was significant.
Details are shown in each Cheapfor the specific programs, but as an example, Figure 4.1 shows the
distribution of readmission rates for SNFs in the top quintile by the proportion of their beneficiaries who
were dually-enrolledin the study year versus all other SNFs,(itese inthe bottom 4 quintiles by
proportion dually-enrolled. The SNFs with the highest proportioncafally-enrolled beneficiaries

shown in orange, are oveepresented on the right side of the red bar, which represents readmission
rates that are higher than avage.Conversely, the other SNFs, in gray, are @gpresented on the left

side of the redbar,where the readmission rates are lower than averddewever, there are many high

dual SNFs with very low readmission rates, and vice versa.
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Figure 4.1: Distribution oRiskStandardizedReadmission RatefRSRRfpr High-Dually-enrolled versus
Non-High-Dually-enrolled SNFs
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The fact that many highual SNFs can perform bettdran-average on readmission rates suggests that
there may bestrategies or techniques that could be used to reduce readmissions at these facilities.

I. National Academies of Sciences, Engineering, and MediBiaport on Best

Practices
TheNational Academies of Sciences, Engineering, and MedNdKR8ENIwas contractedy ASPE to
provide a report on best practices fbeneficiaries with social risk factaiis2 & dzLJLX S Y S y a I { Q

SOlLfdza GA2y 2F (GKS STFFSOG 2F AYRADARIzZ f agQ 207\If N.
use¢ KS NBadzZ GAy3a ¢ 3Nt Card of SodiaByer &t NIt CiLEigighniakzedy a é
below.

TheNASEMdentified six systemevel practices that were particularly critical for providdo achieve
good care of and outcomes fbeneficiaries with social risk factorBhese were:

Commitment to health equity: Value and promote health equity and hold yourself accountable

5L G YR YSIF&adz2NBYSYydyY ! yRSNA G I sydrd pateerds\af cade Lldzf | { A
Comprehensive needs assessment: Identify, anticipate, and respond to clinical and social needs
Collaborative partnerships: Collaborate within and across provider teams and service sectors to

deliver care

I Care continuity: Plan cared care transitions to prepare fireneficiarie® OKI y3Ay 3 Of Ay A
social needs

=A =4 =4 =
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1 Engagindpeneficiariedn their care: Design individualized care to promote the health of
individuals in the community setting

Figured.2 shows these in a schematic:

Figue 4.2: Systems Practices
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SourceNational Academies of Sciences, Engineering, and Medisgwunting for Social Risk Factors in Medicare

Payment; Systems Practices for the Care of SocialRisktPopulations. Washington, D ational Academies of
Sciences, Engineering, and Medicig@16.

The Best Practices identified by tNASEMstart with and are organized around providing patient
centered(also called persenentered)and communityinformed care Personcentered care is care

which is reflectivef A y R A @doagland valu@s, involveslividualsin decision makingand tailors

care to their needdlt considers personal goals, preferences, community and family supports,
financial resources, and other areas important to the individGalnmuniy-informed care

understands and accounts for community context, including physical and social environments, policies,
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resources, and opportunitieground these two core principles are built the six distinct systems
practices:

A. Commitment to Health Equity

Achieving a commitment to health equity means that health care leaders and staff express a core
commitment to valuing and promoting principles of health equity, and accept accountability for
reducing inequitiesExample implementation strategies include atieg a culture of equity through
leadership; integrating equity into strategic planning; setting up mechanisms to create and reward
accountability; and aligning financial and rfimancial resources towards promoting health equiuch
a commitment is nbnecessarily easy; having equity as a stated value in a health system requires
leadership and potentially requires changes in overall organizational culture.

B. Data and Measurement

The data and measurement component of improving card@neficiaries wittsocial risk factors

requires that health care providers understand their patterns of performance across different social risk
groups, and know how these patterns of performance compare withpgeiforming peersExample
implementation strategies includeotiection of data on social risk factors; analysis and monitoring of
performance data within risk groups; and having a mechanism to compare this performance with peers.
Becausdeneficiaries with social risk factaiend to be concentrated within a relagly small number of
providers(for example, Hispanic beneficiaries are served by a small proportion of Medicare providers
overall, due to geographic concentration as well as choices of provideasly providers may be unable

to measure disparities with farnal data alone (because there would be inadequate sample of either

the atrisk or nonat-risk group to calculate disparities in many cases), and instead external
benchmarking may be required.

C. Comprehensive Needs Assessment

A comprehensive needs assessmis a mechanism to help providers identify, anticipate, and respond

to beneficiariesklinical, social, and communibased servicaeeds.This is a highly personalized
FaaSaaySyias ¥20dzaSR 2y GKS dzyAljdzS vy SEriRlade®d S| OK
data analysis, interviews, and/or literature searchBse assessment drives the development of

programs and practices that are grounded in evidence, but specific to the particular needs of the
provider.Example implementation strategiescinde the use of health assessment tooldeyeficiaries

G2 ARSY(OUAFTe SIOK AYRAGARdAzZ tQa IINBlIra 2F ySSR> | &
areas of particular strength or opportunitipata sharing may be necessary to achieve adegjuat

assessment of needs, particularly fugneficiaries with social risk factorsne example is the creation of

an information exchange portal for not only clinical providers, but also social service agencies, public
health agencies, and community servigganizationsand HCBS providets share data on common
customers.

D. Collaborative Partnerships

Collaborative partnerships are relationships developed to match the needs identified in a
comprehensive needs assessment on scope, intensity, and scale, as aedhs of focughese
collaborations may include other providers but may also span multiple service sectors, such as housing,
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transportation, and nutritionSome example implementation strategies include the use of
multidisciplinary care teams, the crid@n of medical neighborhoods or accountable health communities,
regional collaborations among providers, or collaborations with other agencies and community
organizationsAs above, as this is a process dependent on the needs tiethneficiariesn question,
effective models of collaboration may differ highly from provider to provider and from community to
community.

E. Care Continuity

Having care continuity requires that providers anticipate and plan for patient trajectories through iliness
progression, as well as across sites of clinical, teteveen different providers and organizatigrend as

it involves norclinical and/or communitypased settings that support health and health care

Transitions and handffs are particularly criticaExample implementation strategies include setting up
coordinated care teams, using case managers, care coordinators, or navigators to nizntficiary
engagement with the primary care team across settingdpcation of clinical and behavioral health
services; and the use of new technologsesh as the sharing or exchange of priority health détare
applicable to achieve these goals.

F. Engagindeoplein Their Care

Engagingpeoplein their care attempts to maximizeir ability to manage their medidaconditions and

achieve the most independent functioning possible, while providing support where neEgdathple

implementation strategies include patient education about $efhagement and healthy behaviors that

is culturally sensitive and appropriatebilored tobeneficiarie® ySSR& yR oAt AGe (2
materials; using new technologies to promote healthy behaviors and reduce health risks; and working to
engage withbeneficiariesn community centers, homeless shelters, religious organizatichsats, and

20KSNJ f 20! henefigiaiesiieS NBY SISKRHIa, the sh&Ecidicccomponents of this type of

best practice will be very individualized to any given provider and population.

[ll.  Policy Strategies to Enable Best Practices to Caring foiraBp@t-Risk

Beneficiaries
While each of these strategies is intended to be applied at the provjactice, hospital, or health
systemlevel, some of them in particular lend themselves to being addressed by policy. These are
therefore includedn thisreport as keyconsiderationsSpecifiapplicationso each program are
provided in the program chapters (Chapterd %) but overarching strategies are as follows:

A. Value and Promote Health Equity

Valuing and promoting health equity can be achieved bytorggolicies that hold providers

accountable for achievingguity and rewarding providers that excel in this ar&pecific tactics to

address this strategy include the creation of a health equity measure or domain, where feasible, within
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existing Medicae value-based purchasing programas well as the creation of programs to specifically
recognize or reward providers that achieve high qualitybiemeficiaries with social risk factors

B. Improve Data and Measurement

Improving data and measurement arounccd risk factors as well as around patterns of care and
outcomes for individuals who are at high social risk can be achieved by creating policies that require
data collection that will facilitate these analys&pecific tactics to address this strategglude

enhancing data collectigriollowing uniform structured data capture standards for assessment of social
risk, leveraging health IT to improve data capture across care settingsieveloping methods to allow
analyses stratified by social risk facto

C. Provide Support for Quality Improvemenand Encourage Collaborative Partnerships

Providing support for quality improvement is a crucial component of reducing disparities and reducing
the disproportionate burden of Medicare payment policies on the safedt. Performing comprehensive
needs assessments, focusing on care continuity, and enghgieficiariesn their care are all

strategies identified by thelASEMor which the details of implementation will vary substantially from
provider to providerThese practices, therefore, may be best incented not through detailed policies, but
rather through the formation and support of learning collaboratives and other support mechanisms
including the use of health information technologlgat can enable proviers to create and employ
strategies that will best serve their patient populations.

Another potentially importangctivitythat can potentially be promoted through policy is collaborative
partnerships and community engagement. Supporting hospitals otthsgdtems with a high

proportion of beneficiaries with social risk factors to collaborate with social service agencies and
community organizations may have the potentially to significantly improve access to and engagement
with health care for beneficiar&ewho identify as racial and ethnic minorities and those who have low
incomes. Practical needs, such as a lack of transportation options, lack of health literacy, difficulty with
follow-up, child care needs, etc., are barriers to access and continudaticer®e, and social service
organizations, with greater structural, organizational, and financial support may have the potential to
provide critical support to beneficiaries to improve health outcomes and health equity. One current
example of such poliegNA Sy OKI y3aIS Ay (GKA& NBIF A& /aalLQa !
which encourages the types of partnerships and community engagement that may lead to lasting
change and improved health.

O«
(@]
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SECTION 2: HospitélueBased
Purchasing Programs

Currently, there are three hospitahluebased purchasing programisat use financial penalties and
rewards to incentivize changes in the quality, outcomes, and costs of health care: the Hospital
Readmssions Reduction Program (HRRP) and the Hospital-Bakexl Purchasing Program (HVB#?),
which payment adjustments began to apply starting in fiscal year (FY) 2013, and the Hosiliadd
Conditions Reduction Program (HACRP), for which payment andjntst began to apply starting in FY
2015

Thoughin this reportthey are largely treated independently, in practice they are all acting
simultaneouslyTable S2.1 shows the specific payments at risk in each year, and the potential maximum
penalties leviedcross the 3 programs.

Table S2.1 Hospital Paymenras Risk in the 3 Hospital Pafpr-Performance Programs

Program Focus FY13 FY14 FY15 | Fyie | FY17
HRRP Readmissions -1% -2% -3%
(penaltiesonly)

HACRP Safety events N/A N/A -1.3%*

(penaltiesonly)

HVBR(penalties | Processes of care, patieff +/-1% | +/-1.25% | +/-1.5%| +/-1.75% | +/-2%
or bonuses) experience, efficiency,

mortality, safety events
Potential Maximum Net Penalty -2% -3.25% -5.8% -6.05% -6.3%
*¢KS |1/ wt NBRdAzOSa | K2aLAGFfQa G20l f -operatingDRG & Y S

payment amounts, which is how the other two programs waéilr the purposes of combining the impact of the
programs, 1% of total IPPS paymentapgproximately equivalent to 1.3% of base DRG payments.
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