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Executive Summary 
I. Background 

There is growing recognition that social risk factors ς such as income, education, race and ethnicity, 

employment, community resources, and social support ς play a major role in health.1-3 Despite ongoing 

efforts, significant gaps remain in health and in life expectancy based on income, race, ethnicity, and 

community environment.4-7  

At the same time, the health care system is increasingly moving towards higher levels of provider 

accountability for the quality, outcomes, and costs of care. Value-based or alternative payment models, 

which tie payment to the quality and efficiency of health care delivered, are in place in nearly all 

Medicare settings, including in hospitals, outpatient settings, and post-acute facilities. 

These two issues are intersecting. If beneficiaries with social risk factors have worse health outcomes 

because the providers they see provide low-quality care, value-based purchasing could be a powerful 

tool to drive improvements in care and reduce health disparities. However, if beneficiaries with social 

risk factors have worse health outcomes because of elements beyond the quality of care provided, such 

as the social risk factors themselves, value-based payment models could do just the opposite.  If 

providers have limited ability to influence health outcomes for beneficiaries with social risk factors, they 

may become reluctant 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, beneficiaries with social risk factors may benefit the most from value-based 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 beneficiaries with the most care needs.  

Therefore, in order to properly align payments and ensure value-based purchasing programs achieve 

their intended goals, the relationships between social risk and performance on these programs need to 

be better understood. This report, mandated by the Improving Medicare Post-Acute Care 

Transformation Act of 2014 or the IMPACT Act (P.L. 113-185),8 shares empirical analysis using existing 

Medicare data to help address these questions and provides considerations for policymakers while 

additional work using other data sources continues. 

II. Definitions and Scope 
 

The social risk factors examined in this report were dual enrollment in Medicare and Medicaid as a 

marker for low income, residence in a low-income area, Black race, Hispanic ethnicity, and residence in a 

rural area. Disability was also examined as it is related to many social risk factors, available in claims 

data, and already used in some Medicare payment calculations. Note 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 IMPACT Act.  Providers (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 each social risk factor (for example, the physicians with the 

highest proportion of dually-ŜƴǊƻƭƭŜŘ ōŜƴŜŦƛŎƛŀǊƛŜǎύ ǿŜǊŜ ŎƻƴǎƛŘŜǊŜŘ άǎŀŦŜǘȅ-ƴŜǘέ ǇǊƻǾƛŘŜǊǎ ŦƻǊ ǘƘŜ 

purposes of this Report.  

Medicare payment programs were selected for analysis if they were currently operational or defined in 

statute, and if they incorporated quality and/or efficiency metrics into payment (Table 1): 

Table 1: Medicare Payment Programs Included in this report 

Program 

1) Hospital Readmissions Reduction Program 

2) Hospital Value-Based Purchasing Program 

3) Hospital Acquired Condition Reduction Program 

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

5) Medicare Shared Savings Program  

6) Physician Value-based payment modifier ProgramϞ 

7) End-Stage Renal Disease Quality Incentive Program 

8) Skilled Nursing Facility Value-Based Purchasing Programϟ 

9) Home Health Value-Based Purchasing Programϟ 
ϝLƴŎƭǳŘŜǎ tŀǊǘ 5 ƳŜǘǊƛŎǎ ǿƘŜǊŜ ŀǇǇƭƛŎŀōƭŜΦ ϞbƻǘŜ ǘƘŀǘ ǘƘŜǎŜ ǇǊƻƎǊŀƳ ǎǳƴǎŜǘǎΣ ŀƴŘ ƛǎ ǊŜǇƭŀŎŜŘ ōȅ ǘƘŜ aŜǊƛǘ-Based Incentive 
Payment SystŜƳ όaLt{ύ ƛƴ нлмфΦ ϟ¢ƘŜ {bC ±.t ŀƴŘ II±.t programs are too new to have program-level data yet available for 
analysis; thus for the purpose of this report only certain measures that may be used in these two programs were analyzed. 

 

III. Findings 

A. FINDING 1: Beneficiaries with social risk factors had worse outcomes on many 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 had poorer 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 doctors and 

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 Medicare 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 factors tended 

to have worse performance on quality measures, even after accounting for their beneficiary mix. 

Under all five value-based purchasing programs in 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 setting examined, 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 after adjusting for beneficiary 

characteristics. As a result, safety-net providers were more likely to face financial penalties across all five 

operational Medicare value-based purchasing programs in which penalties are assessed, including 

programs in the hospital, physician group, and dialysis facility settings. They were also less likely to 

receive bonuses in Medicare Advantage.  The single exception was that ACOs with a high proportion of 

dually-enrolled beneficiaries were more likely to share in savings under the Medicare 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 social risk factors who achieved high levels 

of performance.  This suggests that high performance is feasible, with the right strategies and supports. 

C. Interpretation of Findings 

¢ƘŜ ŦƛǊǎǘ ǉǳŜǎǘƛƻƴ ƳƻǘƛǾŀǘƛƴƎ ǘƘƛǎ ǊŜǎŜŀǊŎƘ ǿŀǎ ά5ƻ ōŜƴŜŦƛŎƛŀǊƛŜǎ ǿƛǘƘ ǎƻŎƛŀƭ Ǌƛǎƪ ŦŀŎǘƻǊǎ ƘŀǾŜ ǿƻǊǎŜ 

ƻǳǘŎƻƳŜǎ ŘǳŜ ǘƻ ǘƘŜƛǊ ǎƻŎƛŀƭ Ǌƛǎƪ ǇǊƻŦƛƭŜΣ ƻǊ ōŜŎŀǳǎŜ ƻŦ ǘƘŜ ǇǊƻǾƛŘŜǊǎ ǘƘŜȅ ǎŜŜΚέ  ¢ƘŜ ŀƴǎǿŜǊ ƛǎ both ς 

dual enrollment status is independently associated with worse outcomes, and dually enrolled 

beneficiaries are more likely to see lower-ǉǳŀƭƛǘȅ ǇǊƻǾƛŘŜǊǎΦ  ¢ƘŜ ǎŜŎƻƴŘ ǉǳŜǎǘƛƻƴ ǿŀǎ ά5ƻ ǇǊƻǾƛŘŜǊǎ ǘƘŀǘ 

serve beneficiaries with social risk factors perform worse due to the high proportion of beneficiaries 

with social risk factors, or do they provide lower-ǉǳŀƭƛǘȅ ŎŀǊŜ ƻǾŜǊŀƭƭΚέ  ¢ƘŜ ŀƴǎǿŜǊΣ ŀƎŀƛƴΣ ƛǎ both.  

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 to poor performance overall.   

However, these analyses cannot determine why such patterns 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, greater challenges in adherence and lifestyle, and/or bias or discrimination.  

{ƻƳŜ ƻŦ ǘƘŜǎŜ ŦŀŎǘƻǊǎ ŀǊŜ ōŜȅƻƴŘ ǇǊƻǾƛŘŜǊǎΩ ŎƻƴǘǊƻƭΣ ǎǳŎƘ ŀǎ ƘƛƎƘŜǊ ƭŜǾŜƭǎ ƻŦ ƳŜŘƛŎŀƭ Ǌƛǎƪ ŀƴŘ ǿƻǊǎŜ 

living environments.  Some of these factors are probably under some influence from clinicians, such as 

ŀŘƘŜǊŜƴŎŜ ŀƴŘ ƭƛŦŜǎǘȅƭŜ ŎƘƻƛŎŜǎΦ  !ƴŘ ǎƻƳŜ ƻŦ ǘƘŜǎŜ ŦŀŎǘƻǊǎ ŀǊŜ ŜƴǘƛǊŜƭȅ ǳƴŘŜǊ ŎƭƛƴƛŎƛŀƴǎΩ ŎƻƴǘǊƻƭΣ 

including bias and discrimination.   

Providers serving these beneficiaries may have poorer performance due to a similarly long list of factors, 

including fewer resources, more challenging clinical workloads, lower levels of community support, or 

worse quality of care.  !ƎŀƛƴΣ ǎƻƳŜ ƻŦ ǘƘŜǎŜ ŦŀŎǘƻǊǎ ŀǊŜ ǳƴŘŜǊ ǇǊƻǾƛŘŜǊǎΩ ŎƻƴǘǊƻƭΣ ŀƴŘ ǎƻƳŜ ŀǊŜ ƴƻǘΦ 

Many of these factors, for both beneficiaries and providers, are not easily measured with current data.  

¸Ŝǘ ǳƴŘŜǊǎǘŀƴŘƛƴƎ ǘƘŜ άǿƘȅǎέ ƛǎ ŜǎǎŜƴǘƛŀƭ ǘƻ ŦƛƴŘƛƴƎ ƭŀǎǘƛƴƎ ŀƴŘ ƳŜŀƴƛƴƎŦǳƭ ǎƻƭǳǘƛƻƴǎΦ  ¢ƘŜǊŜ ƛǎ ŎƭŜŀǊƭȅ ŀ 

need for more research in this area. 
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D. Potential Solutions 

A number of potential 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 adjustments such 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 measures themselves.    

i. Adjusting quality and resource use measures 

Quality 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 as whether or 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.  

Most measures used within the Medicare programs are used for public reporting and accountability, or 

value-based purchasing, although they may also be valuable for providers to track for quality 

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

usually as a requirement of the statute authorizing the quality or value-based purchasing program. In 

ƻǊŘŜǊ ǘƻ άƭŜǾŜƭ ǘƘŜ ǇƭŀȅƛƴƎ ŦƛŜƭŘΣέ ǘƘŜǎŜ ǉǳŀƭƛǘȅ ŀƴŘ ǊŜǎƻǳǊŎŜ ǳǎŜ ƳŜŀǎǳǊŜǎ Ƴŀȅ ōŜ ŀŘƧǳǎǘŜŘ ŦƻǊ ŀ ǾŀǊƛŜǘȅ 

of risk factors, most commonly age and clinical co-morbidities. 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 factors over 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 performance and implement programs to 

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

programs and guide value-based 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 

ǎƻŎƛŀƭ Ǌƛǎƪ ŦŀŎǘƻǊǎΣ ƛƴ ƻǊŘŜǊ ǘƻ άƭŜǾŜƭ ǘƘŜ ǇƭŀȅƛƴƎ ŦƛŜƭŘΦέ  !ŘǾƻŎŀǘŜǎ ƻŦ ǘƘƛǎ ŀǇǇǊƻŀŎƘ ŀǊƎǳŜ ǘƘŀǘ ŀŘƧǳǎǘƛƴƎ 

measures for social risk factors recognizes the greater 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 who serve 

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, 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 may be situations in which 

measure performance is so closely tied to social risk and its consequences, in ways that are truly beyond 

ǇǊƻǾƛŘŜǊǎΩ ŎƻƴǘǊƻƭΣ ǘƘŀǘ ŀŎƘƛŜǾƛƴƎ ǇƻƭƛŎȅ Ǝƻŀƭǎ ƴŜŎŜǎǎƛǘŀǘŜǎ ŀŘƧǳǎǘƳŜƴǘΦ  CƻǊ ŜȄŀƳǇƭŜΣ ǘƘŜǊŜ ƛǎ ǎƛƎƴƛŦƛŎŀƴǘ 

evidence that dually-enrolled 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 may penalize providers for 

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

as the self-reported health status measures used in the Medicare Advantage program and the patient 

experience measures used in many 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 quality of care provided, thereby 

significantly reducing the long-term 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 measures could 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 therefore providers may miss 

opportunities to provide better-coordinated 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 measures also argue that broad adjustment is inappropriate because there are 

many quality measures for which there is no plausible role for adjustment ς pure process measures such 

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

ǘƘŜȅ ŀǊŜ ŜƴǘƛǊŜƭȅ ǳƴŘŜǊ ǇǊƻǾƛŘŜǊǎΩ ŎƻƴǘǊƻƭΣ ŀƴŘ ǎƘƻǳƭŘ ōŜ ŘƻƴŜ ǊŜƎŀǊŘƭŜǎǎ ƻŦ ŀ ōŜƴŜŦƛŎƛŀǊȅΩǎ ǎƻŎƛŀƭ Ǌƛǎƪ 

profile.  Under this theory, there is no reason that social risk should be directly associated with 

performance on process measures, 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. 

ii. 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 calculation 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. 

IƻǿŜǾŜǊΣ ŀƴƻǘƘŜǊ ƻǇǘƛƻƴ ŦƻǊ ŀŎŎƻǳƴǘƛƴƎ ŦƻǊ ǎƻŎƛŀƭ Ǌƛǎƪ ƛƴ aŜŘƛŎŀǊŜΩǎ ǾŀƭǳŜ-based purchasing programs 

lies in not adjusting the measures themselves, but instead in altering the mechanism by which 

ǇŜǊŦƻǊƳŀƴŎŜ ƛǎ ǘǊŀƴǎƭŀǘŜŘ ǘƻ ǇŀȅƳŜƴǘΦ  {ǳŎƘ ŀƭǘŜǊŀǘƛƻƴǎ ŎƻǳƭŘ ōŜ ǳǎŜŘ ǘƻ ƎƛǾŜ ŀŘŘƛǘƛƻƴŀƭ άŎǊŜŘƛǘέ ǘƻ 
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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 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 social risk factors.  It might 

also offset concerns that, in the absence of some type of accounting for social risk, value-based 

purchasing models could result in providers becoming 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 Underlying Issues 

Finally, some point out that neither adjusting the measures, nor altering value-based 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 risk factors and the providers who serve them, these factors need to be 

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

ŎŀǇǘǳǊŜ ǇǊƻǾƛŘŜǊǎΩ ǇŜǊŦƻǊƳŀƴŎŜ ŦƻǊ ōŜƴŜŦƛŎƛŀǊƛŜǎ ǿƛǘƘ ǎƻŎƛŀƭ Ǌƛǎƪ ŦŀŎǘƻǊǎΦ  {ǳŎƘ ƴŜǿ ƳŜŀǎǳǊŜǎ ŎƻǳƭŘ 

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. 

Once measured and recognized, these issues could be addressed with financial and technical assistance.  

Such assistance should be tailored to recognize the unique characteristics of beneficiaries with social risk 

factors and the providers that disproportionately serve them, and directed toward the goal of achieving 

highest quality of care for all patients.      

IV. Strategies and Considerations 

¢ƘŜ 5ŜǇŀǊǘƳŜƴǘΩǎ Ǝƻŀƭ ƛǎ ǘƻ ŘŜǾŜƭƻǇ ǾŀƭǳŜ-based payment programs under which all Medicare 

beneficiaries receive the highest quality healthcare services. In the context of the findings above, 

however, it is clear that doing so will require a multipronged approach, as proposed solutions that 

address only 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, value-based purchasing programs can be leveraged to enhance, rather than threaten, access to 

and provision of high-quality care for beneficiaries with social risk factors.   

Therefore, the Department proposes for consideration a three-part strategy (Figure 1):  
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Figure 1Φ {ǘǊŀǘŜƎȅ ŦƻǊ !ŎŎƻǳƴǘƛƴƎ ŦƻǊ {ƻŎƛŀƭ wƛǎƪ ƛƴ aŜŘƛŎŀǊŜΩǎ ±ŀƭǳŜ-Based Purchasing Programs 

 

First, performance on quality and outcomes should be measured and reported specifically for 

beneficiaries with social risk factors. Doing so would allow policymakers and clinical leaders to identify, 

track, and address disparities in care. 

Second, high, fair quality standards should be set for all beneficiaries. ²ƘŜǘƘŜǊ ǘƘŜ Ƴƻǎǘ άŦŀƛǊέ ǎǘŀƴŘŀǊŘ 

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 determine 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 harder for beneficiaries with 

social risk factors, who face specific challenges to achieving good health outcomes.  Therefore, value-

based purchasing programs should:  

a) provide specific payment adjustments to reward achievement and/or improvement for 

beneficiaries with social risk factors, and  

b) where feasible, provide targeted support for providers who disproportionately serve them.   

Accounting for Social 
wƛǎƪ ƛƴ aŜŘƛŎŀǊŜΩǎ 

Value-Based 
Purchasing Programs 

1. Measure and 
Report Quality 

for beneficiaries 
with social risk 

factors 

2. Set High, Fair 
Quality 

Standards  

for all beneficiaries 

3. Reward and 
Support Better 

Outcomes 

for beneficiaries 
with social risk 

factors 
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First, leveraging the power of value-based purchasing to provide specific payment adjustments to 

reward providers for successfully achieving high quality and/or good health outcomes in beneficiaries 

with social risk factors may provide important incentives to focus on these individuals, and help offset 

any real or perceived disincentives to caring for them.   

Second, providing targeted 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 support is ensuring that current 

base payments are adequate to support high-quality 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.   

A. STRATEGY 1: Measure and Report Quality for Beneficiaries with Social Risk Factors 

Consideration 1: Consider enhancing data collection and developing statistical techniques to allow 

measurement 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 factors 

over time is crucial as policymakers and providers seek to reduce disparities and improve care for these 

groups. However, there are two things that would need to be addressed for this to be feasible: first, 

data would need to be collected on enough beneficiaries for performance assessment by subgroup; 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 existing 

payment programs to measure disparities and incent a focus on reducing them.  

Quality measures help providers prioritize areas for particular focus, and specific measures targeting 

equity within existing value-based purchasing programs can therefore incent a focus on reducing 

disparities. This could be achieved by adding a health equity measure or domain to existing programs. 

 

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 this report are new or in evolution. Prospectively monitoring the 

financial impact of Medicare payment programs on providers disproportionately serving beneficiaries 

with social risk factors is critical as the programs continue to change. One example of such prospective 

study is the section in this report examining the hospital-wide readmission measure, which has been 

proposed for implementation in the HRRP.  Analyses here demonstrate that moving to such a measure, 

in the absence of other changes to the program, could disproportionately impact the safety net.  

Similarly, analyses in this report examining future changes to the HACRP demonstrate that these may 

negatively impact safety-net hospitals.  These types of analyses are important for policymakers to 

ŎƻƴǎƛŘŜǊ ŀǎ aŜŘƛŎŀǊŜΩǎ ǾŀƭǳŜ-based purchasing programs continue to evolve.   
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B. STRATEGY 2: Set High, Fair Quality Standards for All Beneficiaries 

Consideration 1: Measures should be examined to determine if adjustment for social risk factors is 

appropriate; this determination will depend on the measure and its empirical relationship to social 

risk factors.  

There is not an all-encompassing approach to whether or not measures should be adjusted for social 

risk.  These decisions should consider the benefits and concerns 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 considered.  Such decisions should be continuously 

evaluated as new data on social risk and better data on medical risk become available and as new 

measures are introduced into the programs. 

 

Consideration 2: The measure development community should continue to study program measures 

to determine whether differences in health status might underlie the observed relationships between 

social risk and performance, and whether better adjustment for health status might improve the 

ability to differentiate true differences in performance between providers.  

Some of the observed relationship between social risk factors and performance on quality measures 

may be the result of underlying differences in medical complexity, frailty, disability, and/or functional 

status. For example, dually-enrolled beneficiaries are more likely to have poor functional status, and 

therefore may be more likely to be readmitted after a hospitalization. However, data on these factors 

are not broadly available and will require further development.  In order for value-based purchasing 

programs to be as accurate as possible, and to avoid unfairly penalizing providers that serve socially or 

medically complex beneficiaries, both quality and resource use measures should be continuously 

improved to account for differences in these and other components of medical risk.  

 

C. STRATEGY 3: Reward and Support Better Outcomes for Beneficiaries with Social Risk Factors 

Consideration 1: Consider creating targeted financial incentives within value-based purchasing 

programs to reward achievement of high quality and good outcomes, or significant improvement, 

among beneficiaries with social risk factors.  

Achievement and/or improvement for beneficiaries with social risk factors should be rewarded, and this 

could be done via payment adjustments within existing value-based purchasing programs to reward 

providers that do so. Leveraging the power of value-based purchasing to provide specific payment 

adjustments to reward providers for successfully achieving high quality and/or good health outcomes in 

beneficiaries with social risk factors may provide important incentives for doing so, and help offset any 

real or perceived disincentives under value-based purchasing programs to caring for these beneficiaries.  

Such opportunities would also highlight the need to focus on these groups to improve outcomes. 
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Consideration 2: Consider using existing or new quality improvement programs to provide targeted 

support and technical assistance to providers that serve beneficiaries with social risk factors.  

Improving care delivery by providers serving at-risk populations would serve both to reduce 

disproportionate penalty burdens on these providers, and more importantly, to improve care for the 

most socially at-risk Medicare beneficiaries.  

 

Consideration 3: Consider 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 unique needs 

of beneficiaries with social risk factors is via demonstrations or models. Examples include the 

demonstration programs in Medicare Advantage that focus on coordinating benefits between Medicare 

and MedicaidΣ ŀƴŘ /aaLΩǎ !ŎŎƻǳƴǘŀōƭŜ IŜŀƭǘƘ /ƻƳƳǳƴƛǘƛŜǎ model.  

 

Consideration 4: Consider further research to examine the costs of achieving good outcomes for 

beneficiaries with social risk factors and to determine whether current payments adequately account 

for any differences in care needs.  

It might require more resources to achieve good outcomes for beneficiaries with social risk factors, but 

how much and what type of resources is poorly understood.  Future research should determine whether 

current payments, typically based only on differences in medical risk, adequately account for these 

differences in care needs.  Note that this is a different consideration than additional value-based 

purchasing adjustments as outlined in Consideration 1 above ς this consideration instead refers 

specifically to whether providers should be paid more to care for beneficiaries with social risk factors via 

higher base payments, regardless of performance.  Disproportionate Share Hospital payments in the 

hospital setting are one current example of such add-on payments for social 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 nursing 

facilities, dialysis facilities, and other care types.  This should be studied. 

 

Table 2 demonstrates how these recommendations and considerations were applied to programs 

analyzed in this report:
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Table 2: Application of Considerations to Programs in this report 

 Strategies Considerations HRRP HACRP HVBP MA Quality  
Star Program 

Medicare Shared 
Savings Program 

Physician  
VM 

ESRD  
QIP 

SNF 
VBP 

HHVBP 

Strategy 1:  
Measure and Report 

Quality for Beneficiaries 
with Social Risk Factors  

¶ Pursue reporting for beneficiaries 
with social risk factors  

Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ 

¶ Develop health equity measures  n/a
1
 n/a

1
 Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ 

¶ Prospectively monitor program 
impact on providers 
disproportionately serving 
beneficiaries with social risk factors  

Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ 

Strategy 2:  
Set High, Fair Quality 

Standards for All 
Beneficiaries  

¶ Consider measures for adjustment 
on a case-by-case basis 

Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ 

¶ Improve risk adjustment for health 
status in program measures  

Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ 

Strategy 3:  
Reward and Support 
Better Outcomes for 

Beneficiaries with Social 
Risk Factors 

¶ Provide payment adjustments to 
reward achievement and/or 
improvement in beneficiaries with 
social risk factors 

Ҟ Ҟ  Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ 

¶ Use existing or new QI to support 
providers that serve beneficiaries 
with social risk factors 

Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ 

¶ Encourage demos / models 
focusing on beneficiaries with 
social risk factors

2
 

Ҟ Ҟ Ҟ  Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ 

¶ Conduct research on the costs of 
caring for beneficiaries with social 
risk factors 

Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ Ҟ 

n/a=not applicable. 
1= Program has a statutorily set list or type of measures; thus this consideration is not applicable  
2=Many of these programs do not have demonstration/model authority; the concept would be to design demonstrations or models that addressed key issues salient to 
beneficiaries with social risk factors, which might influence outcomes under these programs. 
HRRP=Hospital Readmissions Reduction Program; HVBP=Hospital Value-Based Purchasing Program; HACRP=Hospital-Acquired Conditions Reduction Program; MA=Medicare 
Advantage; Medicare Shared Savings Program=Medicare Shared Savings Program; VM=Value-based payment modifier; ESRD QIP=End-Stage Renal Disease Quality Incentive 
Program; SNF VBP=Skilled Nursing Facility Value-Based Purchasing; HHVBP=Home Health Value-Based 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 experience, 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 value-based and alternative 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 penalizing providers that serve beneficiaries with social risk 

factors. Measuring and reporting quality for beneficiaries with social risk factors, setting high, fair 

quality standards for all beneficiaries, and the provision of targeted rewards and supports for better 

outcomes for beneficiaries with social risk factors, may help ensure that all Medicare beneficiaries can 

achieve the best health outcomes possible. 

VI. Next Steps 

The findings outlined in this report represent only the beginning of a body of necessary work around fair 

ŀƴŘ ŀŎŎǳǊŀǘŜ ǉǳŀƭƛǘȅ ƳŜŀǎǳǊŜƳŜƴǘ ƛƴ ǘƘŜ ŎƻƴǘŜȄǘ ƻŦ aŜŘƛŎŀǊŜΩǎ ƛƴŎǊŜŀǎƛƴƎ ǳǎŜ ƻŦ value-based 

purchasing programs. The IMPACT Act lays out specific additional requirements for Study B, including 

the examination of specific social risk factors 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 care). Based 

on the findings in 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 associated with the achievement of good health 

outcomes for beneficiaries with social risk factors. 
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SECTION 1: 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 outcomes in beneficiaries with social risk factors. 
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CHAPTER 1: Introduction 
 

I. Legislative Charge to the Secretary of the Department of Health and Human 

Services 

Section 2(d) of the Improving Medicare Post-Acute Care Transformation (IMPACT) Act of 2014 (Appendix 

Table 1.1) calls for the Secretary of Health and Human Services (HHS), acting through the Assistant 

{ŜŎǊŜǘŀǊȅ ŦƻǊ tƭŀƴƴƛƴƎ ŀƴŘ 9Ǿŀƭǳŀǘƛƻƴ ό!{t9ύΣ ǘƻ ŎƻƴŘǳŎǘ ŀ ǎǘǳŘȅ ŜǾŀƭǳŀǘƛƴƎ ǘƘŜ ŜŦŦŜŎǘ ƻŦ ƛƴŘƛǾƛŘǳŀƭǎΩ 

socioeconomic status (SES) on quality measures and measures of resource use under the Medicare 

program. The first component of the required work, referred to in this report as Study A, focuses on 

socioeconomic information currently available in Medicare data, and specifically mandates a focus on 

Medicaid eligibility and urban versus rural location.a The second component, Study B, expands the 

analyses by using non-Medicare datasets to quantify SES, and will be completed no later than October 

2019 as required by the authorizing legislation.b Finally, the Act requires qualitative work to inform and 

contextualize Studies A and B focusing on data availability and use; this component is referred to as 

Study C.c 

This Report 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 commissioned 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 this Report as applicable. Chapter 14 (Summary of Findings, Conclusions, and 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. 

 

II. Background: Paradigm 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. For example, in the initial Medicare 

ƭŜƎƛǎƭŀǘƛƻƴΣ άŎƻƴŘƛǘƛƻƴǎ ƻŦ ǇŀǊǘƛŎƛǇŀǘƛƻƴέ ǿŜǊŜ ŜǎǘŀōƭƛǎƘŜŘ ǘƻ ŜƴǎǳǊŜ ǘƘŀǘ ǇǊƻǾƛŘŜǊǎ ǎŜǊǾƛƴƎ aŜŘƛŎŀǊŜ 

beneficiaries met basic quality standards. As tools and methods evolved, the Medicare program 

implemented new programs to monitor quality, first measuring how care is delivered (the processes of 

care), and later, measuring the results (outcomes) of that care. Initially, these measures were intended 

                                                           
a
 Improving Medicare Post-Acute Care Transformation (IMPACT) Act of 2014, Section 2(d)(1)(A) 

b
 Improving Medicare Post-Acute Care Transformation (IMPACT) Act of 2014, Section 2(d)(1)(B) 

c
 Improving Medicare Post-Acute Care Transformation (IMPACT) Act of 2014, Section 2(d)(1)(C) 
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for use in internal quality improvement efforts, but subsequently Medicare moved to report 

performance publicly, beginning with managed care plans in 1999. 

 

Since 2005, hospital performance has been reported on the Hospital Compare website1 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 pneumonia; outcomes 

for these conditions were reported starting in 2007. Similar reporting programs have subsequently been 

developed for nursing homes,2 dialysis facilities,3 and physicians.4 

 

Despite this increased focus on quality reporting, until recently providers were still paid largely under a 

volume-based paradigm, that is, they were paid for the number of services provided irrespective of 

quality or value. With the AffordŀōƭŜ /ŀǊŜ !ŎǘΣ aŜŘƛŎŀǊŜΩǎ ǇŀȅƳŜƴǘ ǇŀǊŀŘƛƎƳǎ ǎƘƛŦǘŜŘ ǘƻ ŜȄǇƭƛŎƛǘƭȅ ƭƛƴƪ 

many aŜŘƛŎŀǊŜ ǇŀȅƳŜƴǘǎ ǘƻ ǘƘŜ ǉǳŀƭƛǘȅ ŀƴŘ ŜŦŦƛŎƛŜƴŎȅ ƻŦ ƘŜŀƭǘƘ ŎŀǊŜΦ CƻǊ ŜȄŀƳǇƭŜΣ aŜŘƛŎŀǊŜΩǎ IƻǎǇƛǘŀƭ 

Value-Based Purchasing Program (HVBP) that began in 2012 ties a portion of hospitalǎΩ ŦŜŜ-for-service 

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

patient experience. 

 

Additional value-based purchasing programs are underway or in development in nearly all Medicare 

settings, including in hospitals, 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 Advantage.  Payment arrangements broadly referred to as alternative payment models 

(APMs), such as Accountable Care Organizations (ACOs) and bundled payments, are also gaining 

prominence within the Medicare payment portfolio. Payment arrangements referred to as APMs vary 

substantially, and specific definitions may 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, 

the SecretaǊȅ ƻŦ II{Σ ŀƴƴƻǳƴŎŜŘ ǘƘŜ ŘŜǇŀǊǘƳŜƴǘΩǎ Ǝƻŀƭǎ ǘƻ ƘŀǾŜ ол҈ ƻŦ aŜŘƛŎŀǊŜ ǇŀȅƳŜƴǘǎ ƛƴ !taǎ ōȅ 

2016 and 50% by 2018, and to tie 85% of remaining fee-for-service payments to value by 2016 and 90% 

by 2018.5 Subsequent announcements have demonstrated that HHS has met this goal for 2016, and is 

on track to meet or exceed future goals, reflecting the rapid shƛŦǘ ƛƴ ǘƘŜ aŜŘƛŎŀǊŜ ǇǊƻƎǊŀƳΩǎ ǇŀȅƳŜƴǘ 

paradigm. 

Many of these programs are built around one or more quality and/or resource use measures.  Quality 

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 as whether or 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 

value-based purchasing, although they may also be valuable for providers to track quality improvement. 

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

the statute authorizing the quality or value-ōŀǎŜŘ ǇǳǊŎƘŀǎƛƴƎ ǇǊƻƎǊŀƳΦ Lƴ ƻǊŘŜǊ ǘƻ άƭŜǾŜƭ ǘƘŜ ǇƭŀȅƛƴƎ 

ŦƛŜƭŘΣέ ǘƘŜǎŜ ǉǳŀƭƛǘȅ ŀƴŘ ǊŜǎƻǳǊŎŜ ǳse measures may be adjusted for a variety of risk factors, most 

commonly age and clinical co-morbidities. 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 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 this report, analyses largely focus on payment ς considerations and solutions discussed here 

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

used for quality reporting.  To provide the most comprehensive evaluation possible of the relationship 

ōŜǘǿŜŜƴ ǎƻŎƛŀƭ Ǌƛǎƪ ŀƴŘ ǇŜǊŦƻǊƳŀƴŎŜ ǳƴŘŜǊ aŜŘƛŎŀǊŜΩǎ ǾŀƭǳŜ-based purchasing programs, a broad range 

of programs were examined. Programs were selected for analysis if they were currently operational or 

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

programs ultimately included in the report are shown in Table 1.1: 

Table 1.1: Medicare Payment Programs Included in this report 

Program Metric Types Currently Included in Program 

1) Hospital Readmissions Reduction Program Outcomes of care 

2) Hospital Value-Based Purchasing Program Processes of care, Outcomes of care, Patient 
safety, Patient experience, Efficiency 

3) Hospital Acquired Condition Reduction Program Patient safety, Outcomes of care 

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

Processes of care, Outcomes of care, Patient 
experience 

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

6) Physician Value-Based Payment Modifier ProgramϞ Processes of care, Outcomes of care, Patient 
experience, Efficiency, Costs 

7) End-Stage Renal Disease Quality Incentive Program Processes of care 

8) Skilled Nursing Facility Value-Based Purchasing 
Programϟ 

Outcomes of care 

9) Home Health Value-Based Purchasing Programϟ Outcomes of care, patient experience 
ϝLƴŎƭǳŘŜǎ tŀǊǘ 5 ƳŜǘǊƛŎǎ ǿƘŜǊŜ ŀǇǇƭƛŎŀōƭŜΦ ϞbƻǘŜ ǘƘŀǘ this program sunsets, and is replaced by the Merit-Based Incentive 
Payment System (MIPS) in 2019. ϟ¢ƘŜ {bC ±.t ǇǊƻƎǊŀƳ ƛǎ ƴƻǘ ȅŜǘ ƻǇerational at the national level, and HHVBP is too new to 
have program-level data yet available for analysis; for this Report, only measures from these settings were analyzed. 

 

Note that throughout this rŜǇƻǊǘΣ ǘƘŜ ǿƻǊŘ άǇǊƻǾƛŘŜǊǎέ ƛǎ ǳǎŜŘ ƛƴŎƭǳǎƛǾŜƭȅΣ ǘƻ indicate hospitals, 

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, as well 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). 

 

III. Socioeconomic Status, Social Risk Factors, and Medicare Payment Policy 

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

settings, and will impact a broader and broader set of providers and payments. Such an expansion has, 

however, led to a number of important concerns being raised. As Medicare payments 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 unique challenges to achieving good 

outcomes ς particularly those beneficiaries considered 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 under the IMPACT 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 Study B. The NASEM convened a panel of experts in the field and 

conducted an extensive 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, ethnicity, gender, social context, and community 

context.6 These factors are discussed at length in Chapter 2. Consequently, in this report ǘƘŜ ǘŜǊƳ άǎƻŎƛŀƭ 

Ǌƛǎƪ ŦŀŎǘƻǊǎέ ǿƛƭƭ ōŜ ǳǎŜŘΣ ǊŀǘƘŜǊ ǘƘŀƴ ǘƘŜ ǘŜǊƳ άǎƻŎƛƻŜŎƻƴƻƳƛŎ ǎǘŀǘǳǎέ ƻǊ άǎƻŎƛƻŘŜƳƻƎǊŀǇƘƛŎ ǎǘŀǘǳǎ.έ  

B. The Debate Over Accounting for Social Risk 

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

aŜŘƛŎŀǊŜΩǎ ǾŀƭǳŜ-based purchasing programs and alternative payment models. These issues are not 

purely theoretical. Recent research has suggested that current Medicare hospital-based payment 

programs such as the Hospital Readmission Reduction Program (HRRP), Hospital Value-Based Purchasing 

Program (HVBP), and Hospital-Acquired Conditions Reduction Program (HACRP) have been more likely 

to penalize safety-net hospitals.7-11 Bills have been proposed in both the U.S. House and Senate to allow 

the Secretary to alter the HRRP to account for social risk.12,13 The Medicare Payment Advisory 

Commission (MedPAC) has also recommended changes to the HRRP based on accounting for 

socioeconomic factors.14 Additionally, the National Quality Forum (NQF) recently released a report on 

this issue,15 and is currently conducting a trial period in which they have asked measure developers to 

conduct analyses examining whether measures should be adjusted for sociodemographic status.16  

i. Adjusting quality and resource use measures 

The first question is whether to adjust the measures themselves.  Some have argued that measures used 

ŦƻǊ ǇǳōƭƛŎ ǊŜǇƻǊǘƛƴƎ ŀƴŘ ŀŎŎƻǳƴǘŀōƛƭƛǘȅ ǎƘƻǳƭŘ ōŜ ŀŘƧǳǎǘŜŘ ŦƻǊ ǎƻŎƛŀƭ Ǌƛǎƪ ŦŀŎǘƻǊǎΣ ƛƴ ƻǊŘŜǊ ǘƻ άƭŜǾŜƭ ǘƘŜ 

ǇƭŀȅƛƴƎ ŦƛŜƭŘΦέ  !ŘǾƻŎŀǘŜǎ ƻŦ ǘƘƛǎ ŀǇǇǊƻŀŎƘ ŀǊƎǳŜ ǘƘŀǘ ŀŘƧǳǎǘƛƴƎ ƳŜŀǎǳǊŜǎ ŦƻǊ ǎƻŎƛŀƭ Ǌƛǎƪ ŦŀŎǘƻǊǎ 
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recognizes the greater 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 who serve 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 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 may be situations in which 

measure performance is so closely tied to social risk and its consequences, in ways that are truly beyond 

ǇǊƻǾƛŘŜǊǎΩ ŎƻƴǘǊƻƭΣ ǘƘŀǘ ŀŎƘƛŜǾƛƴƎ ǇƻƭƛŎȅ Ǝƻŀƭǎ ƴŜŎŜǎǎƛǘŀǘŜǎ ŀŘƧǳǎǘƳŜƴǘΦ  CƻǊ ŜȄŀƳǇƭŜΣ ǘƘŜǊŜ ƛǎ ǎƛƎƴƛŦƛŎŀƴǘ 

evidence that dually-enrolled 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 may penalize providers for 

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

as the self-reported health status measures used in the Medicare Advantage program and the patient 

experience measures used in many 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 quality of care provided, thereby 

significantly reducing the long-term 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 measures could 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 therefore providers may miss 

opportunities to provide better-coordinated 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 measures also argue that broad adjustment is inappropriate because there are 

many quality measures for which there is no plausible role for adjustment ς pure process measures such 

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

ǘƘŜȅ ŀǊŜ ŜƴǘƛǊŜƭȅ ǳƴŘŜǊ ǇǊƻǾƛŘŜǊǎΩ ŎƻƴǘǊƻƭΣ ŀƴŘ ǎƘƻǳƭŘ ōŜ ŘƻƴŜ ǊŜƎŀǊŘƭŜǎǎ ƻŦ ŀ ōŜƴŜŦƛŎƛŀǊȅΩǎ ǎƻŎƛŀƭ Ǌƛǎƪ 

profile.  Under this theory, there is no reason that social risk should be directly associated with 

performance on process measures, 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. 

One reason the topic remains controversial is that the 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 disproportionately 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 accounted for. 1) Is the social risk factor related to the outcome? 2) If 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 provider?  

Answering the first question is relatively straightforward, and makes up a large part of the analyses 

contained in this report. Simple regression analyses can be run to evaluate whether social risk factors 

and outcomes are related ς for example, whether beneficiaries who are dually enrolled in both 

Medicare and Medicaid, and thus presumably lower-income than their peers, are more likely to be 

readmitted, or whether rural beneficiaries have a higher risk of mortality than urban ones. 

The second and third questions are much more difficult. Prior 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 providerǎΩ ŎƻƴǘǊƻƭ όŜΦƎΦ ƘƛƎƘŜǊ ōǳǊŘŜƴ 

of comorbidities or worse functional status in dually-enrolled beneficiaries versus non-dually-enrolled 

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

be in some cases but not others (e.g. availability of community resources, adherence to medical 

ǊŜƎƛƳŜƴǎύΣ ŀƴŘ ǎƻƳŜ ŀǊŜ Ŧǳƭƭȅ ǳƴŘŜǊ ǇǊƻǾƛŘŜǊǎΩ ŎƻƴǘǊƻƭ όŜΦƎΦ ōƛŀǎ ƻǊ ŘƛǎŎǊƛƳƛƴŀǘƛƻƴύΦ  

Figure 1.1 illustrates the disparate factors that may contribute to differences associated with various 

social risk factors, in this case for readmission. Please 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 for 

Beneficiaries With vs. Without Social Risk Factors 

 

ωLower quality of care delivered by providers serving 
beneficiaries with social risk factors Quality of Care 

ωAge, comorbidities Measured Medical Risk 

ωFrailty, functional status Unmeasured Medical Risk 

ωAvailability of community services, pollution, safety Environment 

ωAbility to adhere to medical regimen, diet, lifestyle Patient behavior 

ωSystematic mistreatment due to social risk factors Bias / Discrimination 
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Therefore, there are a number of factors (presumably including many factors not listed above) that may 

ŎƻƴǘǊƛōǳǘŜ ǘƻ ŘƛŦŦŜǊŜƴŎŜǎΣ ǎƻƳŜ ƻŦ ǿƘƛŎƘ ŀǊŜ ǳƴŘŜǊ ŀ ǇǊƻǾƛŘŜǊΩǎ ŎƻƴǘǊƻƭΣ ŀƴŘ ǎƻƳŜ ƻŦ ǿƘƛŎƘ ŀǊŜ ƴƻt.  

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

ǘƘŜ άǿƘȅέ ōȅ ŜȄŀƳƛƴƛƴƎ ŜŀŎƘ ǳƴŘŜǊƭȅƛƴƎ ŦŀŎǘƻǊ ƳƻǊŜ ŘŜŜǇƭȅΦ Unfortunately, many of the factors on the 

list above are not included in claims data, and some are not practically measureable on a large enough 

scale to be of use. CƻǊ ŜȄŀƳǇƭŜΣ ōŜƴŜŦƛŎƛŀǊƛŜǎΩ ŦǳƴŎǘƛƻƴŀƭ ǎǘŀǘǳǎ ƛǎ ƻƴƭȅ ƳŜŀǎǳǊŜŘ ƛƴ ǘƘŜ Ǉƻǎǘ-acute 

setting, and adherence to medical recommendations is not currently measured in any systematic way. 

Bias is an even more difficult factor to measure. Therefore, the analyses contained in this report cannot 

sort out each of these components. 

Because the individual components cannot be easily teased apart, the issues of whether or not to adjust 

for social risk, as well as how to do so ς are controversial.  For example, simply adjusting for dual 

enrollment status would take all of the above factors into account, when an ideal adjustment would only 

ŀŎŎƻǳƴǘ ŦƻǊ ǘƘŜ ŎƻƳǇƻƴŜƴǘǎ ƪƴƻǿƴ ǘƻ ōŜ ƻǳǘǎƛŘŜ ǇǊƻǾƛŘŜǊǎΩ Ŏƻntrol. Deciding how to proceed, in the 

absence of an ideal adjustment, is therefore difficult. 

ii. 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 calculation 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. 

IƻǿŜǾŜǊΣ ŀƴƻǘƘŜǊ ƻǇǘƛƻƴ ŦƻǊ ŀŎŎƻǳƴǘƛƴƎ ŦƻǊ ǎƻŎƛŀƭ Ǌƛǎƪ ƛƴ aŜŘƛŎŀǊŜΩǎ ǾŀƭǳŜ-based purchasing programs 

lies in not adjusting the measures themselves, but instead in altering the mechanism by which 

performance is translated to payment.  Such alterations ŎƻǳƭŘ ōŜ ǳǎŜŘ ǘƻ ƎƛǾŜ ŀŘŘƛǘƛƻƴŀƭ άŎǊŜŘƛǘέ ǘƻ 

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 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 social risk factors.  It might 

also offset concerns that in the absence of some type of accounting for social risk, value-based 

purchasing models could result in providers becoming 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, nor altering value-based 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 risk factors 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 

ŎŀǇǘǳǊŜ ǇǊƻǾƛŘŜǊǎΩ ǇŜǊŦƻǊƳŀƴŎŜ ŦƻǊ ōŜƴŜŦƛŎƛŀǊƛŜǎ ǿƛǘƘ ǎƻŎƛŀƭ Ǌƛǎƪ ŦŀŎǘƻǊǎΦ  {ǳŎƘ ƴŜǿ ƳŜasures could 

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. 

Once measured and recognized, these issues could be addressed with financial and technical assistance.  

Such assistance should be tailored to recognize the unique characteristics of beneficiaries with social risk 

factors and the providers that disproportionately serve them, and directed toward the goal of achieving 

highest quality of care for all patients.      

Given the nature of this debate, any HHS decisions regarding whether to account for social risk in 

Medicare payment programs, and if so, how, may have significant 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 work through 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 active impact on reducing disparities in these domains.  

 

2. tǊƻǘŜŎǘǎ ōŜƴŜŦƛŎƛŀǊƛŜǎΩ ŀŎŎŜǎǎ ǘƻ ŎŀǊŜ ōȅ ǊŜŘǳŎƛƴƎ ŘƛǎƛƴŎŜƴǘƛǾŜǎ ǘƻ ŎŀǊƛƴƎ ŦƻǊ ƘƛƎƘ-risk populations  

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 so. A potential unintended consequence of the move 

towards value-ōŀǎŜŘ ǇǳǊŎƘŀǎƛƴƎ ǇǊƻƎǊŀƳǎ ǿƻǳƭŘ ōŜ ǘƻ Ǉǳǘ ƛƴŎŜƴǘƛǾŜǎ ƛƴ ǇƭŀŎŜ ǘƻ ƭƛƳƛǘ ǇǊƻǾƛŘŜǊǎΩ 

interest in caring for beneficiaries with social risk factors or other groups perceived to be at high 

risk of poor 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 possible. While financial stress that is the result of poor quality is acceptable ς it is, in 

fact, the mechanism and intent of value-based purchasing programs ς financial stress that is not 

reflective of the quality of care delivered may not be fair, and may threaten the viability or 

availability of health care for at-risk populations. It 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 related directly 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 differences more broadly, which 

may be reflective of poor quality. Further, an ideal policy adjusts only for what is beyond 

ǇǊƻǾƛŘŜǊ ŎƻƴǘǊƻƭΣ ŀƴŘ ŀǾƻƛŘǎ ŀŘƧǳǎǘƛƴƎ ŦƻǊ ŦŀŎǘƻǊǎ ǳƴŘŜǊ ŀ ǇǊƻǾƛŘŜǊΩǎ ŎƻƴǘǊƻƭ ǎǳŎƘ ŀǎ ōƛŀǎ ƻǊ 

discrimination. IƻǿŜǾŜǊΣ ǘƘŜ ŎƻƴŎŜǇǘ ƻŦ ōŜƛƴƎ άōŜȅƻƴŘ ǇǊƻǾƛŘŜǊ ŎƻƴǘǊƻƭέ ƛǎ ŀ ŘƛŦŦƛŎǳƭǘ ƻƴŜ ς is 

ǘƘŜ ǉǳŀƭƛǘȅ ƻŦ ƻǳǘǇŀǘƛŜƴǘ ŎŀǊŜ ŀǾŀƛƭŀōƭŜ ƛƴ ŀ ŎƻƳƳǳƴƛǘȅ ƻǳǘǎƛŘŜ ŀ ƘƻǎǇƛǘŀƭΩǎ ŎƻƴǘǊƻƭΣ ƻǊ Ŏŀƴ ǘƘŜ 

hospital influence such care? Is the availability of affordable housing, or nutritious food, or safe 

places to exercƛǎŜΣ ōŜȅƻƴŘ ǇƘȅǎƛŎƛŀƴǎΩ ŎƻƴǘǊƻƭΣ ƻǊ Ŏŀƴ ǇƘȅǎƛŎƛŀƴǎ ƛƴŦƭǳŜƴŎŜ ǘƘŜǎŜ ŦŀŎǘƻǊǎΚ This 

criterion therefore requires careful consideration and application. 

 

5. Promotes transparency to facilitate consumer choice 

Consumer choice is an important component of incenting providers to work to provide 

increasingly high-quality, high-value care. Policies that fail to promote or preserve transparency 

could negatively impact delivery system reform efforts. 

 

6. Supports delivery system reform and Alternative Payment Models 

Another important 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 person-centered, coordinated and comprehensive care; 

these models may be particularly beneficial for beneficiaries with social risk factors, who may 

have complex care needs. Beneficiaries with social risk factors could receive better care in these 

models, and providers that treat large shares of 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 that can be applied across Medicare payment programs was constructed to 

evaluate the programs in this Report. They each have pros and cons, and may or may not fully meet the 

criteria outlined above. The details of implementation vary by 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 the risk-adjustment 

models for quality and resource use measures, where feasible. This 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 simulations.  In some programs (for example, the HRRP, which only 

includes readmission measures), all measures could be directly adjusted.  In others, 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 strategy, providers were broken into groups by their proportion of 

beneficiaries with social risk factors. Provider performance was then re-calculated, such that the 

benchmarks for achievement were group-specific, and each provider was only being compared to its 

άǇŜŜǊǎέτdefined 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 change to the 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. Targeted Payment Adjustments: Additional Payment Adjustments for High Performance in High 

Social Risk Patients and/or Direct Support for Quality Improvement 

This set of policy 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 example, provide a financial 

incentive if a hospital were able to achieve low readmission rates for its dually-enrolled beneficiaries. 

Additionally or alternatively, direct support, either financially or in terms of technical assistance, could 

be targeted to providers serving beneficiaries with social risk factors to improve performance. 

It is unlikely that any single policy option could satisfy each of the criteria listed above. Therefore, 

policymakers will have to contemplate tradeoffs as they consider potential courses of action. One could 

consider constructing a grid of the criteria and policy options to aid in decision making (Table 1.2): 

Table 1.2: Policy Criteria and Options 

 Direct 

Adjustment 

of Measures 

Stratification 

by Social Risk 

Rewarding 

Improvement 

Targeted 

Payment 

Adjust-

ments 

1. Encourages reduction in disparities in quality 
and outcomes 

    

2. tǊƻǘŜŎǘǎ ōŜƴŜŦƛŎƛŀǊƛŜǎΩ ŀŎŎŜǎǎ ǘƻ ŎŀǊŜ ōȅ 
reducing disincentives to caring for high-risk 
populations  

    

3. Protects providers from unfair financial stress     

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

    

5. Promotes transparency to facilitate consumer 
choice 

    

6. Supports delivery system reform     
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Different individuals may weigh the 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 

¢ƘŜ 5ŜǇŀǊǘƳŜƴǘΩǎ Ǝƻŀƭ is to develop value-based payment programs under which all Medicare 

beneficiaries receive the highest quality healthcare services. In the context of the findings above, 

however, it is clear that doing so will require a multipronged approach, as proposed solutions that 

address only 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, value-based purchasing programs can be leveraged to enhance, rather than threaten, access to 

and provision of high-quality care for beneficiaries with social risk factors.   

Therefore, the Department proposes for consideration a three-part strategy (Figure 1):  

Figure 1. Strategy for !ŎŎƻǳƴǘƛƴƎ ŦƻǊ {ƻŎƛŀƭ wƛǎƪ ƛƴ aŜŘƛŎŀǊŜΩǎ ±ŀƭǳŜ-Based Purchasing Programs 

 

First, performance on quality and outcomes should be measured and reported specifically for 

beneficiaries with social risk factors. Doing so would allow policymakers and clinical leaders to identify, 

track, and address disparities in care. 

Accounting for Social 
wƛǎƪ ƛƴ aŜŘƛŎŀǊŜΩǎ 

Value-Based 
Purchasing Programs 

1. Measure and 
Report Quality 

for beneficiaries 
with social risk 

factors 

2. Set High, Fair 
Quality 

Standards  

for all beneficiaries 

3. Reward and 
Support Better 

Outcomes 

for beneficiaries 
with social risk 

factors 
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Second, high, fair quality standards should be set for all beneficiaries. ²ƘŜǘƘŜǊ ǘƘŜ Ƴƻǎǘ άŦŀƛǊέ ǎǘŀƴŘŀǊŘ 

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 determine 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 harder for beneficiaries with 

social risk factors, who face specific challenges to achieving good health outcomes.  Therefore, value-

based purchasing programs should:  

a) provide specific payment adjustments to reward achievement and/or improvement for 

beneficiaries with social risk factors, and  

b) where feasible, provide targeted support for providers who disproportionately serve them.   

First, leveraging the power of value-based purchasing to provide specific payment adjustments to 

reward providers for successfully achieving high quality and/or good health outcomes in beneficiaries 

with social risk factors may provide important incentives to focus on these individuals, and help offset 

any real or perceived disincentives to caring for them.   

Second, providing targeted 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 support is ensuring that current 

base payments are adequate to support high-quality 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. 

 

STRATEGY 1: Measure and Report Quality for Beneficiaries with Social Risk Factors 

The first step in addressing social risk factors in Medicare is measuring, tracking, and reporting their 

impact.  Reporting performance specifically for beneficiaries with social risk factors is a critical 

component in 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 

ǇǊƻƎǊŜǎǎ ǘƻǿŀǊŘ ŜƴǎǳǊƛƴƎ aŜŘƛŎŀǊŜΩǎ ǾŀƭǳŜ-based purchasing programs have their intended effects 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 their website 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.  Finally, monitoring 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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STRATEGY 2: Set High, Fair Quality Standards for All Beneficiaries 

The second strategy is setting a high, fair standard for quality and resource use measures.  However, 

there is not an all-encompassing approach to whether or not measures should be adjusted for social 

risk.  These decisions should consider the benefits and concerns 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 considered.17-19 20-22 Such decisions should be 

continuously evaluated as new data on social risk and better data on medical risk become available and 

as new measures are introduced into the programs. 

   

STRATEGY 3: Reward and Support Better Outcomes for Beneficiaries with Social Risk Factors 

To encourage improvement in care and outcomes for beneficiaries with social risk factors, and to avoid 

creating disincentives to caring for beneficiaries with social risk factors (criterion #2), high standards and 

reporting must be coupled with targeted payment adjustments to reward improvement and/or 

achievement in beneficiaries with social risk factors. These interventions could help reduce the 

disproportionate burden of payment penalties on providers that disproportionately serve beneficiaries 

with social risk factors by making them eligible for additional adjustments for performance (criterion 

#3), and even enhance the potential for success in delivery system reform and Alternative Payment 

Models (criterion #6).  

Finally, meeting high quality standards is often more difficult among beneficiaries with social risk factors, 

and may require additional support and/or resources. For example, achieving high cancer screening 

rates in beneficiaries who lack access to transportation, or achieving adequate control of blood sugars in 

beneficiaries who have unstable housing, presents challenges beyond those faced in delivering high 

quality care to beneficiaries who do not have these needs. Community engagement strategies may have 

a particular role to play here 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 strategies ςmeasure and report performance; set high, fair standards; and provide targeted 

reward and support ςare not mutually exclusive ς 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 beneficiaries with social risk factors, or to provide targeted quality improvement 

support. Indeed, a multi-pronged approach employing all three strategies is likely needed to ensure that 

aŜŘƛŎŀǊŜΩǎ ǾŀƭǳŜ-based purchasing programs adequately account for social risk, help drive 

improvements in care and outcomes for at-risk beneficiaries, and do not cause unintended 

consequences as they continue to expand.  
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Considerations regarding how these strategies might be applied within each program can be found in 

Chapters 5 through 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. Structure of This Report  

Following this introductory chapter, there are three more chapters in Section One: Introduction, 

Background and Methods. Section Two addresses hospital value-based purchasing programs; Section 

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

setting; and Section Four focuses on dialysis facility and post-acute value-based purchasing models. Each 

of the program chapters follows a similar structure, presenting analyses, policy simulations, and 

strategies and considerations. Section 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 contained in the main body of the report, are presented in companion 

technical appendices for the program-specific 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 

between Black and White individuals have fallen in recent years,1 gaps are actually widening for income-

related disparities2,3 and for rural-urban disparities.4 Healthy People 2020 calls attention to all of these 

disparities as a major national health priority.5 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.  

I. Defining Socioeconomic 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 asked the National Academies of Sciences, Engineering, and 

Medicine (NASEM) to help create a conceptual framework for this work. Their first report, entitled 

ά!ŎŎƻǳƴǘƛƴƎ ŦƻǊ {ƻŎƛŀƭ wƛǎƪ CŀŎǘƻǊǎ ƛƴ aŜŘƛŎŀǊŜ tŀȅƳŜƴǘΥ LŘŜƴǘƛŦȅƛƴƎ {ƻŎƛŀƭ wƛǎƪ CŀŎǘƻǊǎέ6 identified and 

thoroughly reviewed five key social risk factors and one independent, non-social risk factor that should 

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

1. Socioeconomic Position (SEP), which includes income, insurance, education, and occupation; 

2. Race, ethnicity, and cultural context; 

3. Gender and sexual orientation; 

4. Social relationships, including social support;  

5. Residential and community context, including neighborhood deprivation and rurality; and  

6. Health literacy (independent risk factor rather than social risk factor) 

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 adults. These social risk 

factors are associated with health care use and outcomes through a variety of mechanisms, as shown in 

the conceptual model below: 
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Figure 2.1. National Academies of Sciences, Engineering, and MedicineΩǎ /ƻƴŎŜǇǘǳŀƭ CǊŀƳŜǿƻǊƪ ƻŦ 

Social Risk Factors for Healthcare Use, Outcomes, and Cost 

 

Source: National Academies of Sciences, Engineering, and Medicine. Accounting for Social Risk Factors in Medicare 
Payment: Identifying Social Risk Factors. Washington, DC: National Academies of Sciences, Engineering, and 
Medicine; 2016. 

 

The NASEM cƻƴŎƭǳŘŜŘ ƛƴ ǘƘŜƛǊ ǊŜǇƻǊǘΥ ά¢ƘǳǎΣ ŀƭƭ ƻǘƘŜǊ ǘƘƛƴƎǎ ōŜƛƴƎ ŜǉǳŀƭΣ ǘƘŜ ǇŜǊŦƻǊƳŀƴŎŜ ƻŦ ŀ ƎƛǾŜƴ 

health care system (in terms of quality, outcomes, and cost) can undoubtedly be affected by the social 

ŎƻƳǇƻǎƛǘƛƻƴ ƻŦ ǘƘŜ ǇƻǇǳƭŀǘƛƻƴ ƛǘ ǎŜǊǾŜǎΧΦIŜŀƭǘƘ ƭƛǘŜǊŀŎȅ ŀƴŘ ǎƻcial risk factors (SEP; race, ethnicity, and 

cultural context; gender; social relationships; and residential and community context) have been shown 

ǘƻ ƛƴŦƭǳŜƴŎŜ ƘŜŀƭǘƘ ŎŀǊŜ ǳǎŜΣ ŎƻǎǘǎΣ ŀƴŘ ƘŜŀƭǘƘ ŎŀǊŜ ƻǳǘŎƻƳŜǎ ƛƴ aŜŘƛŎŀǊŜ ōŜƴŜŦƛŎƛŀǊƛŜǎΦέ6 

For the purposes of this Report, 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 community factors, including rurality. Data are not currently available across the Medicare 

population on education, employment, sexual orientation, gender identity, or social relationships. 

DŜƴŘŜǊ ƛǎ ǳōƛǉǳƛǘƻǳǎ ƛƴ Ǌƛǎƪ ŀŘƧǳǎǘƳŜƴǘ ŦƻǊ aŜŘƛŎŀǊŜΩǎ ǇŀȅƳŜƴǘ ǇǊƻƎǊŀƳǎ ōŜŎause it is currently 

available in claims data, and as such, specific analyses on gender were not conducted. Disability was also 

considered to be an important related risk factor in this study. Though not a social risk factor per se, it is 

a key metric of high medical risk available in current Medicare enrollment data and is already used in 

some Medicare payment programs. It is also closely linked to many social risk factors, as well as to 

health outcomes. 
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II. Research on Social and Related Risk Factors Included in 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 settings and providers. This chapter provides a brief overview of the research 

related to the factors included in Study A; for a more thorough review of social risk factors more 

broadly, please refer to the National Academies of Sciences, Engineering, and MedicineΩǎ ǊŜǇƻǊǘ 

ά!ŎŎƻǳƴǘƛƴƎ ŦƻǊ {ƻŎƛŀƭ wƛǎƪ CŀŎǘƻǊǎ ƛƴ aŜŘƛŎŀǊŜ tŀȅƳŜƴǘΦέ6 

A. Income  

A large body of work has shown that income is associated with health care quality and outcomes, as well 

as life expectancy.7 Prior studies, many of which used Medicaid enrollment as a proxy for low income, 

have shown that low-income beneficiaries have higher hospital admission, readmission, and mortality 

rates for a number of medical and surgical conditions.8-11 Income is also related to health care quality 

and outcomes when studied in the outpatient setting; low-income beneficiaries receive lower-quality 

care and have worse outcomes on metrics included in clinical quality programs for outpatient care such 

as diabetes control and cancer screening.12-15 In the post-acute setting, outcomes are again related to 

income; Medicaid-enrolled beneficiaries tend to be admitted to lower-quality skilled nursing facilities 

than non-dually-enrolled beneficiaries,16 and may have less access to home-based post-acute care (or 

HCBS).17 Some research suggests that access to home health, rehabilitative, and long-term care services 

including HCBS may be worse for low-income populations, though less is known about patterns of care 

and access in these settings.18,19  

B. Race and Ethnicity 

The IOaΩǎ нллн ƭŀƴŘƳŀǊƪ ǊŜǇƻǊǘ ά¦ƴŜǉǳŀƭ ¢ǊŜŀǘƳŜƴǘέ ǇǊƻǾƛŘŜŘ ŜȄǘŜƴǎƛǾŜ ŘƻŎǳƳŜƴǘŀǘƛƻƴ ǘƘŀǘ ǊŀŎŜ ŀƴŘ 

ethnicity are closely tied to overall health and specific health outcomes.20 Both Black and Hispanic 

Americans have lower life expectancies and higher rates of chronic disease than their White 

counterparts. People who self-identify as racial or ethnic minorities are at higher risk of readmission 

following hospitalization21-24 and have worse experience with hospital care than non-minority 

populations (as measured by patient experience surveys).25 Paradoxically, for in-hospital mortality 

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

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.26-30   

Race and ethnicity-based differences are also evident in the ambulatory setting. Hospital admissions for 

ambulatory care-sensitive conditions, or those conditions for which high-quality primary care should 

decrease the likelihood of hospitalization, are higher for racial and ethnic minorities.31 In addition, racial 

and ethnic minorities have lower rates of diabetes and hypertension control,32 and consequently, higher 

rates of heart attack, stroke, and other long-term consequences of these conditions.33 While survival 

with chronic kidney disease is worse for Black and Hispanic beneficiaries compared to Whites,34 studies 

have documented a survival advantage for Black and Hispanic beneficiaries on dialysis compared to 

White beneficiaries.35,36 In the post-acute 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 hospital after being discharged to a 

post-acute care facility.37-39  

The majority of prior work has focused on Black-White and Hispanic-White differences; much less is 

known for Asian Americans, Native Hawaiians, and other Pacific Islanders, American Indians, and 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. For example, studies have 

shown that individuals from socioeconomically disadvantaged neighborhoods have higher hospital 

readmission rates than those living in less-deprived neighborhoods, independent of individual markers 

of social risk.40 Neighborhood disadvantage has also been associated with higher mortality after 

myocardial infarction41 and stroke.42 

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 communities have 

higher rates of chronic illness43 and poorer access to generalist and specialist outpatient care than those 

living in urban areas.44 Further, individuals seeking hospital care in rural areas have worse outcomes for 

common inpatient conditions such as heart attacks, heart failure, and pneumonia,45,46 and are more 

likely to visit the emergency department after discharge.47 However, readmission rates are similar or 

lower for beneficiaries in rural areas,48,49 and reported patient experience is better.50,51 In the 

ambulatory setting, findings are mixed on the quality of care received in rural versus urban areas.52-54 

Findings are also ambiguous in post-acute settings: rural beneficiaries may encounter poor quality in the 

hospice setting55 and are more likely to be admitted to low-quality nursing homes,56 but readmission 

rates from home health settings are lower in rural areas.57  

D. Disability 

Though not a social risk factor, disability is a key metric in current Medicare enrollment data because 

disability can confer Medicare eligibility (see next section), and it is closely 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 self-identify as racial or ethnic minorities.58,59 People with disabilities may face 

significant barriers to education and employment.60 Disability is also an independent predictor of poor 

mental and physical health outcomes; over half of the Medicare population with disabilities under 65 

reports a mental health diagnosis, and beneficiaries with disabilities are much more likely to report 

being in poor overall health.59 Individuals with disabilities may receive lower-quality preventive care61 

and have worse outcomes for medical conditions such as cancer.62 Disability status is currently used for 

Medicare Advantage (MA) payment determination, as disability is included in the CMS Hierarchical 

Condition Categories (HCC) risk adjustment system, and it is included in risk adjustment in some of the 

quality measures examined in this report.  

III. Social and Related Risk Factors Included in this Study 
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To assess the relationship between social risk factors and performance on the metrics in Medicare 

payment programs, 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: Social and Related Risk Factor Study Variables  

Risk 

Factor 

Beneficiary-

Level Variable  

Provider-Level Variable Strengths Limitations 

Income Dually-enrolled 
status 

Top quintile of proportion 
dually enrolled in Medicare 
and Medicaid, or 
alternatively of SSI or 
Disproportionate Share 
Index (where available) 

Easily available, 
widely used, good 
face validity 

Binary, requires 
Medicaid enrollment 
rather than just 
eligibility 

Income Zip Code 
Tabulation 
Area (ZCTA)-
level income: 
Lowest Quintile 

Lowest quintile of median 
ZCTA-level income within 
the Hospital Service Area or 
equivalent 

Not dependent on 
beneficiary 
application for or 
enrollment in 
special programs 

Imprecise estimator 
of individual income 

Race/ 
ethnicity 

RTI recode of 
Medicare race/ 
ethnicity 
variable  

High-Black hospital defined 
as top quintile of proportion 
Black, High-Hispanic hospital 
defined as top quintile of 
proportion Hispanic 

Improves 
identification of 
racial and ethnic 
minorities over 
Medicare race/ 
ethnicity code 
contained in 
claims data 

Does not allow for 
multiple categories, 
remains a problem to 
identify some racial 
and ethnic groups 
 
Includes a limited 
number of race and 
ethnicity codes 

Rurality Home ZIP code 
outside 
Metropolitan 
Statistical 
Area* 

tǊƻǾƛŘŜǊΩǎ ōƛƭƭƛƴƎ ½Lt ŎƻŘŜ 
not in a Metropolitan 
Statistical Area* 

Easily available, 
corresponds to 
Medicare 
payment policy 

Dichotomous, so 
does not capture 
degrees of rurality 

Disability Original Reason 
for Medicare 
Entitlement 

Top quintile of proportion of 
beneficiaries with disabilities 

Easily available, 
currently used in 
Medicare 
Advantage 
payments  

Requires application 
and enrollment, does 
not capture those 
who acquire a 
disability after age 65 

RTI=Research Triangle Institute 
*For post-acute care, rural was defined as outside both Metropolitan and Micropolitan Statistical Areas, in keeping 
with Medicare payment rules. CƻǊ ƘƻƳŜ ƘŜŀƭǘƘΣ ǊǳǊŀƭƛǘȅ ƛǎ ōŀǎŜŘ ƻƴ ǘƘŜ ōŜƴŜŦƛŎƛŀǊȅΩǎ ½Lt ŎƻŘŜ ǊŀǘƘŜǊ ǘƘŀƴ ǘƘŜ 
ŀƎŜƴŎȅΩǎ ½Lt ŎƻŘŜΣ ǿƘƛŎƘ ƛǎ Ƙƻǿ aŜŘƛŎŀǊŜ ŘŜǘŜǊƳƛƴŜǎ ǊǳǊŀƭƛǘȅ ŦƻǊ ǘƘƛǎ ǇǊƻƎǊŀƳΦ For the Medicare Shared Savings 
Program, since hospitals anŘ ǇǊƻǾƛŘŜǊǎ Ƴŀȅ ōŜ ƎŜƻƎǊŀǇƘƛŎŀƭƭȅ ŘƛǎǇŜǊǎŜŘΣ άǊǳǊŀƭέ !/hǎ ǿŜǊŜ ŎƻƴǎƛŘŜǊŜŘ ǘƻ ōŜ ǘƘƻǎŜ 
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 beneficiaries. 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 enrollment process. Thus, the 

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

data.  

Figure 2.1 summarizes the beneficiary-level income data used in Study A, and demonstrates that the 

available information is largely in the tails of the income distribution; each component is described in 

the paragraphs that follow: 

Figure 2.1: Individual-level Income Data in Medicare 

 

1. Defining Income using SSI Enrollment 

The IMPACT Act mentions use of federal SSI enrollment data, and that data might 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 residency 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 not contained 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 currently available for individual-level analyses. An aggregate proxy at the hospital level is 

available, the proportion of beneficiaries at a hospital who receive SSI, and this is used in hospital-level 

analyses where appropriate. 

2. Defining Income using Medicaid Enrollment 

One way to identify individual income in Medicare administrative data is by identifying those Medicare 

beneficiaries who are also enrolled in aŜŘƛŎŀƛŘΣ ƻŦǘŜƴ ǊŜŦŜǊǊŜŘ ǘƻ ŀǎ άdually enrolledΦέ 5ǳŀƭ ŜƴǊƻƭƭŜŜǎ 

make up a significant proportion of the Medicare 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 benefits.63 About two-thirds of dual eligible beneficiaries are over the age of 65, while 

about a third are younger individuals with disabilities.64  

Though Medicaid eligibility is defined on a state-by-state basis, it varies much less across states for the 

over-65 and disabled populations that are the focus of this Report. For over-65 and disabled populations 

in 40 states plus the District of Columbia, Medicaid 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 

(FPL).d However, about one third of states set their eligibility levels at 100% FPL or higher. 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.e  

Additionally, there are different types of dual eligibility based on income and assets, and these also vary 

ǎƻƳŜǿƘŀǘ ōȅ ǎǘŀǘŜΦ άCǳƭƭ dually-enrolled beneficiariesέ Ŧŀƭƭ ǳƴŘŜǊ ǘƘŜ ƭƻǿŜǎǘ ƛƴŎƻƳŜ ŀƴŘ ŀǎǎŜǘ ŎǳǘƻŦŦǎΣ 

ŀƴŘ ǊŜŎŜƛǾŜ ōƻǘƘ Ŧǳƭƭ aŜŘƛŎŀǊŜ ōŜƴŜŦƛǘǎ ŀƴŘ Ŧǳƭƭ aŜŘƛŎŀƛŘ ōŜƴŜŦƛǘǎΦ άtŀǊǘƛŀƭ dually-enrolled 

beneficiariesΣέ ǿƛǘƘ ǎƭƛƎƘǘƭȅ ƘƛƎƘŜǊ ƛƴŎƻƳŜ ŀnd assets, receive only certain components of the Medicaid 

benefit package. For example, partial dually-enrolled beneficiaries may receive assistance only with 

premiums for the Part B Medicare benefit, or only with cost sharing for Medicare benefits.65 In 2013, 

28% of dually-enrolled beneficiaries were in one of the partial coverage categories.63 Appendix 2.A 

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

aŜŘƛŎŀǊŜ Řŀǘŀ ŎŀǇǘǳǊŜǎ aŜŘƛŎŀƛŘ ŜƴǊƻƭƭƳŜƴǘ ǿƛǘƘ ŀ ǾŀǊƛŀōƭŜ ƭŀōŜƭŜŘ άǎǘŀǘŜ ǊŜǇƻǊǘŜŘ Řǳŀƭ ŜƭƛƎƛōƭŜ ǎǘŀǘǳǎ 

ŎƻŘŜΦέ ¢Ƙƛǎ ŎƻŘŜΣ ŎŀǇǘǳǊŜŘ ƳƻƴǘƘƭȅΣ ƛƴŘƛŎŀǘŜǎ ǿƘƛŎƘ of the individual categories of dual eligibility apply 

to the beneficiary. 

Using dual enrollment as an income proxy has several limitations. One is its variability by state, though, 

again, this is much less of an issue for the over-65 and disabled populations that constitute the dually-

enrolled population in Medicare. A second important limitation is that dual enrollment only captures 

individuals who are actually enrolled in Medicaid and misses low-income beneficiaries who have not 

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

ŀƭǎƻ Ŧŀƛƭǎ ǘƻ ƛŘŜƴǘƛŦȅ ǘƘŜ άƴŜŀǊ-ǇƻƻǊέ ǿƘƻ Ƴŀȅ ŦŀŎŜ ǎƛƳƛƭŀǊ ŎƘŀƭƭŜƴƎŜǎ ŀǎ aŜŘƛŎŀƛŘ ǊŜŎƛǇƛŜƴǘǎ ōǳǘ ǿƘƻ 

lack the additional support that Medicaid provides. Finally, dual enrollment is a binary variable, 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 Low-Income Subsidy Enrollment 

A second way to identify individual income in Medicare data is to identify Medicare beneficiaries who 

are eligible for low-income subsidies (LIS) for purchasing prescription drugs through Medicare Part D. 

                                                           
d
 SSI uses the Federal Benefit Rate (FBR), while Medicaid uses the Federal Poverty Level; the current FBR to qualify 

for SSI is roughly 75% of the FPL. 
e
 SSI was created by the amendments of 1972 and became effective in 1974. Section 209(b) of that Act allowed 

states to apply 1972 eligibility criteria to aged or disabled individuals receiving SSI benefits for purposes of 
determining Medicaid eligibility (https://www.govtrack.us/congress/bills/92/hr1/text). 

https://www.govtrack.us/congress/bills/92/hr1/text
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This program applies to beneficiaries with incomes up to 150% of the FPL and 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 the low-income subsidy is federal, it has 

the advantage of being uniform across states. It also captures a slightly higher-income group than dual 

enrollment alone based on its eligibility criteria. 

A limitation to using LIS as a marker for poverty is that LIS enrollment data are only available in 

Medicare administrative datasets for beneficiaries who are enrolled in Medicare Part D. As of 2013, 

there were 37 million such Medicare beneficiaries, representing about two-thirds of all Medicare 

beneficiaries. However, state enrollment in Part D varies from 40% of beneficiaries in Alaska to 75% in 

California. Participation in Part D also varies by enrollment 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 in Part D.66 Finally, prior research has shown that individuals with low 

incomes,67 as well as those with cognitive limitations and low numeracy,68,69 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 socially at-risk.  

4. Defining Income using the Part B Income-Related Premium 

One additional measure identifies beneficiaries with high incomes. This is the Part B (and, for those who 

participate, Part D) income-related premium. Currently, Medicare beneficiaries pay a monthly premium 

for Part B coverage that is generally equal to 25 percent of the average monthly per-capita Part B 

expenditures;70 in 2016 this was about $122 per month.71 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. These higher rates affected roughly 5 percent of Medicare 

beneficiaries, and range from 35 percent to 80 percent of average per-capita costs, or $170.50 to 

$389.80 monthly in 2016. As a result of changes contained in the Medicare Access and CHIP 

Reauthorization Act 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 identify the top 5 percent of Medicare 

beneficiaries in terms of income. For this work, therefore, the income-related premium variable was 

considered in exploratory analyses only. 

5. Defining Income Using Geographic Indicators 

A final potential source of data for income is not beneficiary-level data but rather data that pertain to a 

ōŜƴŜŦƛŎƛŀǊȅΩǎ ŀǊŜŀ ƻŦ ǊŜǎƛŘŜƴŎŜΦ ²ƘƛƭŜ ǘƘƛǎ ǎƻǳǊŎŜ ƻŦ Řŀǘŀ ƛǎ ƴƻǘ ǎǇŜŎƛŦƛŎŀƭƭȅ ƳŜƴǘƛƻƴŜŘ ƛƴ ǘƘŜ Lat!/¢ 

Act, geography-based income data was examined as part of this project in exploratory analyses. 

The American Community Survey (ACS) includes U.S. Census data on local income and can be linked with 

Medicare data to provide geography-based income estimates for Medicare beneficiaries. The ACS 

samples about 3.5 million housing units each year. Single-year estimates are released for areas with 

populations of 65,000 or above; three-year estimates are released for areas with populations of 20,000 

or above; and five-year estimates are released with no minimum population threshold. The smallest 

geographic census units are the 11 million Census Blocks, for which no data are released. However, the 
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Census Bureau does release five-ȅŜŀǊ !/{ Řŀǘŀ ŦƻǊ ǘƘŜ ƛƴŎǊŜŀǎƛƴƎƭȅ ƭŀǊƎŜǊ ƎŜƻƎǊŀǇƘƛŎ ŀǊŜŀǎ ƻŦ ά.ƭƻŎƪ 

DǊƻǳǇǎέ όǊƻǳƎƘƭȅ мΣрлл ƛƴŘƛǾƛŘǳŀƭǎ ǇŜǊ ƎǊƻǳǇύΣ ά/Ŝƴǎǳǎ ¢ǊŀŎǘǎέ όǊƻǳghly 4,000 individuals per group), 

ŀƴŘ ά½Lt /ƻŘŜ ¢ŀōǳƭŀǘƛƻƴ !ǊŜŀǎ ό½/¢!ǎύέ όǊƻǳƎƘƭȅ млΣллл ƛƴŘƛǾƛŘǳŀƭǎ ǇŜǊ ƎǊƻǳǇύΦ .ƭƻŎƪ DǊƻǳǇ ŀƴŘ /Ŝƴǎǳǎ 

Tract data are technically difficult to use when street addresses must be matched to these geographic 

entities. However, 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 enrollment rate, and information on educational 

ŀǘǘŀƛƴƳŜƴǘΦ ¢ƘŜǎŜ Řŀǘŀ Ŏŀƴ ōŜ ǳǎŜŘ ŀǎ ǇǊƻȄƛŜǎ ŦƻǊ ŀƴ ƛƴŘƛǾƛŘǳŀƭΩǎ {9{Σ ƻǊ ŀǎ ŀ ƳŜŀǎǳǊŜ ƻŦ ƴŜƛƎƘōƻǊƘƻƻŘ 

effects that may be important in themselves. 

The major limitation of geography-based income data is that a median income may not adequately 

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 and Rationale 

As discussed above, no single existing income variable in Medicare data provides precise information on 

ōŜƴŜŦƛŎƛŀǊƛŜǎΩ ƛƴŎƻƳŜΦ ¢ƘŜǊŜŦƻǊŜΣ ǘƘƛǎ ǎǘǳŘȅ ǳǎŜǎ ƳǳƭǘƛǇƭŜ ƳŜŀǎǳǊŜǎ ƻŦ ƛƴŎƻƳŜΣ ǊŜŎƻƎƴƛȊƛƴƎ ǘƘŀǘ ǘƘŜ 

strengths of each may offset the limitations of the others. The analyses in this report focus on dual 

eligibility because of its availability for all Medicare beneficiaries and on LIS where available, for analyses 

on Medicare Advantage and Part D. In exploratory analyses, median ZCTA income along with other 

ZCTA-level variables, as well as the high-income indicator, were considered. The second, forthcoming 

ǎǘǳŘȅ ƳŀƴŘŀǘŜŘ ōȅ ǘƘŜ Lat!/¢ !ŎǘΣ ǊŜŦŜǊŜƴŎŜŘ ŀǎ ά{ǘǳŘȅ .έ ƛƴ /ƘŀǇǘŜǊ мΣ ǿƛƭƭ ŀŘŘǊŜǎǎ ŀƭǘŜǊƴŀǘƛǾŜ 

metrics of income currently unavailable in the Medicare program that may provide more precise 

estimates of this important factor.  

At the provider level, being in the highest quintile of the proportion of beneficiaries who were dually 

ŜƴǊƻƭƭŜŘ ǿŀǎ ƎŜƴŜǊŀƭƭȅ ǳǎŜŘ ǘƻ ŎŀǘŜƎƻǊƛȊŜ ǿƘŀǘ ǿŜǊŜ ǊŜŦŜǊǊŜŘ ǘƻ ŀǎ άhigh-Řǳŀƭέ ǇǊƻǾƛŘŜǊǎΦ For example, 

physician practices in the highest quintile of the proportion of assigned beneficiaries who were dually 

ŜƴǊƻƭƭŜŘ όŦǳƭƭ ƻǊ ǇŀǊǘƛŀƭύ ǿŜǊŜ ǊŜŦŜǊǊŜŘ ǘƻ ŀǎ άƘƛƎƘ-Řǳŀƭ ǇǊŀŎǘƛŎŜǎΤέ ǘƘŜ Řƛŀƭȅǎƛǎ ŦŀŎƛƭƛǘƛŜǎ ǿƛǘƘ ǘƘŜ ƘƛƎƘŜǎǘ 

proporǘƛƻƴ ƻŦ Řǳŀƭƭȅ ŜƴǊƻƭƭŜŘ ōŜƴŜŦƛŎƛŀǊƛŜǎ ǿŜǊŜ ǊŜŦŜǊǊŜŘ ǘƻ ŀǎ άƘƛƎƘ-Řǳŀƭ ŦŀŎƛƭƛǘƛŜǎΣέ ŀƴŘ ǎƻ ƻƴΦ However, 

for hospital analyses, since the Disproportionate Share Hospital (DSH) Index is widely used and accepted 

as a way in which to define safety-net hospitals, the top quintile of DSH Index was used to identify the 

hospital group of particular interest. hƴŜ ƛƳǇƻǊǘŀƴǘ ŎŀǾŜŀǘ ƛǎ ǘƘŀǘ άǎŀŦŜǘȅ-ƴŜǘ ƘƻǎǇƛǘŀƭǎέ ŀǊŜ ŘŜŦƛƴŜŘ 

many different ways by different researchers, so in some cases, if results in this report do not align with 

other reports on safety-net 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 beneficiaries aǊŜ ŀǾŀƛƭŀōƭŜ ƛƴ aŜŘƛŎŀǊŜΩǎ 

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 Beneficiary Race 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 and 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 with 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 Budget,72 the race and ethnicity categories were 

expanded to 1) White, non-Hispanic; 2) Black, non-Hispanic; 3) Asian, Asian American, or Pacific Islander, 

non-Hispanic; 4) Hispanic; or 5) American Indian or Alaska Native, non-Hispanic. 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 ethnicity, 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. Furthermore, the SSA has been assigning SSNs at birth 

rather than waiting for voluntary SSN application (generally for employment) since 1989. Because birth 

certificates may not contain race and ethnicity data (this varies by state), some enrollees in more recent 

years do not have any race and ethnicity data from SSA.73 

¢ƘŜǎŜ ƭƛƳƛǘŀǘƛƻƴǎ ƛƴƘŜǊŜƴǘ ǘƻ {{!Ωǎ ƘƛǎǘƻǊƛŎŀƭ Řŀǘŀ ŎƻƭƭŜŎǘƛƻƴ ƳŜǘƘƻŘǎ ƛƴ ǘǳǊƴ ƭƛƳƛǘ aŜŘƛŎŀǊŜΩǎ Řŀǘŀ ƻƴ 

race and ethnicity, despite numerous efforts by CMS to improve the administrative database in past 

decades.74 While the Beneficiary Race Code is highly accurate for White and Black beneficiaries 

compared to the gold standard of self-report identified by the Institute of Medicine,75(with sensitivities 

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

Islander, and American Indian and Alaska Native beneficiaries, with sensitivities of 39%, 58%, and 11%, 

respectively.76-80 

2. Defining Race / Ethnicity Using Imputed Data 

Given the limitations of SSA data, and in the absence of self-reported race and ethnicity data, 

researchers have developed additionŀƭ ƛƴŘƛǊŜŎǘ ƳŜǘƘƻŘǎ ǘƻ ŜǎǘƛƳŀǘŜ ƻǊ άƛƳǇǳǘŜέ aŜŘƛŎŀǊŜ ōŜƴŜŦƛŎƛŀǊȅ 

race and ethnicity. One such indirect approach, developed by RTI, assigns an updated race and ethnicity 

using beneficiary surname, first name, language preference, and existing Medicare Beneficiary Race 

Code.76 This RTI method is more sensitive for identifying Hispanic and Asian and Pacific Islander 

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 additional race and ethnicity ǾŀǊƛŀōƭŜΣ ǘƘŜ άwŜǎŜŀǊŎƘ ¢ǊƛŀƴƎƭŜ LƴǎǘƛǘǳǘŜ όw¢Lύ wŀŎŜ /ƻŘŜΣέ 

currently included in the Medicare administrative record. 

The RTI method is limited in that that it was not designed to improve identification of beneficiaries who 

identify as American Indians/Alaska Natives, so that population remains under-identified. 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 than one 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 beneficiaries. For example, the Medicare Current Beneficiary 

Survey obtains detailed, self-reported information on race and ethnicity from respondents, but only for 

a sample (currently about 15,000 beneficiaries annually) of the Medicare population.81 Similarly, while 

certain assessment tools for Medicare post-acute 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 stored in 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 race and 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 a Health IT module to be able to 

record multiple races and/or ethnicities for a patient (see https://www.healthit.gov/policy-researchers-

implementers/2015-edition-final-rule).   

4. Variables Chosen and Rationale 

The RTI Race Code improves substantially upon the Beneficiary Race Code in identifying Hispanic and 

Asian and Pacific Islander 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 American Indian and Alaska Native 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, which would improve upon the weaknesses of both the 

Beneficiary Race Code and the RTI Race Code, the RTI Race Code is used for the analyses in 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 high-Black or high-Hispanic, respectively. However, it is worth noting that since the 

pƻǇǳƭŀǘƛƻƴ ǇǊŜǾŀƭŜƴŎŜ ƻŦ ǘƘŜǎŜ ǊŀŎƛŀƭ ŀƴŘ ŜǘƘƴƛŎ ƎǊƻǳǇǎ ƛǎ ǊŜƭŀǘƛǾŜƭȅ ƭƻǿΣ ŀ άƘƛƎƘ-IƛǎǇŀƴƛŎέ ǇǊƻǾƛŘŜǊ 

might still only have a beneficiary mix of 15% Hispanic beneficiaries in some cases. Therefore, these 

provider classifications should be interpreted in light of 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 

quantify local resources, stressors, and supports, is rurality. Many Medicare payments, including those 

made for acute, post-acute, dialysis, and ambulance services, are adjusted in some way for rurality, 
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which, for the purposes of Medicare payments, is commoƴƭȅ ŀǎǎƛƎƴŜŘ ǳǎƛƴƎ ŀ ōŜƴŜŦƛŎƛŀǊȅ ƻǊ ǇǊƻǾƛŘŜǊΩǎ 

geographic location (address). 

1. Defining Rurality Using Core-Based Statistical Areas (CBSAs) 

For most Medicare classifications that identify rural areas, CMS uses a concept developed by the Office 

of Management and Budget (OMB), Core-Based Statistical Areas (CBSAs).82 CBSAs are county-based 

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 Neither. 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 Micropolitan. 

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 currently in the U.S.; about 15% of the overall U.S. population and 

72% of the land area of the country is in non-metropolitan, or rural, counties.83 In the post-acute setting, 

only Neither is considered to be rural for payment purposes. 

One important limitation to this method is that the use of a county-based method like the CBSA may 

obscure important differences within counties, particularly large ones that include 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 Bernardino County, CA, which includes both the outskirts of the city of Los Angeles as well as Death 

Valley, but is still classified as urban.84 

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 additional method that is commonly used when studying Medicare 

beneficiaries and providers. This method begins by defining all non-MSA 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 (USDA).83 While 

this method allows for more granular identification of rural providers and beneficiaries, it is not 

currently used by CMS for most 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 follows OMB guidance to adjust payments to individual providers, clinics, and hospitals, 

the CBSA methodology is most applicable for the analyses conducted for this Report. However, granular 

data on rurality may be important to explore, and will therefore be included 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 status. However, for providers that are 

geographically dispersed (for example, 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 providers that are ineligible for the 

Medicare payment programs included in this report because they are paid under unique mechanisms. 

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

Program, Hospital Value-Based Purchasing, and the Hospital-Acquired Conditions Reduction Program 

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

are based. Analysis of these providers is outside the scope of this Report but complementary to its 

findingsΤ ǇƭŜŀǎŜ ǎŜŜ ǘƘŜ !{t9 ōǊƛŜŦ ŜƴǘƛǘƭŜŘ άwǳǊŀƭ IƻǎǇƛǘŀƭ tŀǊǘƛŎƛǇŀǘƛƻƴ ŀƴŘ tŜǊŦƻǊƳŀƴŎŜ ƛƴ CŜŘŜǊŀƭ 

IŜŀƭǘƘ /ŀǊŜ 5ŜƭƛǾŜǊȅ {ȅǎǘŜƳ wŜŦƻǊƳ LƴƛǘƛŀǘƛǾŜǎέ ŦƻǊ ŦǳǊǘƘŜǊ ƛƴŦƻǊƳŀǘƛƻƴ.85 

 

D. Disability  

Definitions and Limitations of Available Data  

As noted above, while this study did not classify disability as a social risk factor, disability was included in 

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 Entitlement 

Section 223(d) of the Social Security Act defines disability as the "(A) inability 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 which has lasted 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 

ƛǎ ōƭƛƴŘ όǿƛǘƘƛƴ ǘƘŜ ƳŜŀƴƛƴƎ ƻŦ άōƭƛƴŘƴŜǎǎέ ŀǎ ŘŜŦƛƴŜŘ ƛƴ ǎŜŎǘƛƻƴ нмсόƛύόмύύΣ ƛƴŀōƛƭƛǘȅ ōȅ ǊŜŀǎƻƴ of such 

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 met, individuals 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 begin. Individuals 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 for end-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 exceptions. The original reason for an 

ƛƴŘƛǾƛŘǳŀƭΩǎ aŜŘƛŎŀǊŜ ŜƴǘƛǘƭŜƳŜƴǘ Ŏŀƴ ōŜ ŦƻǳƴŘ ƛƴ ǘƘŜ ǾŀǊƛŀōƭŜ άhǊƛƎƛƴŀƭ wŜŀǎƻƴ ŦƻǊ 9ƴǘƛǘƭŜƳŜƴǘ /ƻŘŜέ 

(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 Aged (with 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 individuals who have a disability but 
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did not seek formal designation as such. In addition, the OREC does not identify beneficiaries who 

acquire a disability after Medicare enrollment at age 65. 

2. Defining Disability Using Alternative Methods 

The limitations noted above have sparked efforts to create algorithms using claims data to identify 

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

ŜƴǘƛǘƭŜŘ άLŘŜƴǘƛŦȅƛƴƎ aŜŘƛŎŀǊŜ .ŜƴŜŦƛŎƛŀǊƛŜǎ ǿƛǘƘ 5ƛǎŀōƛƭƛǘƛŜǎΥ LƳǇǊƻǾƛƴƎ ƻƴ /ƭŀƛƳǎ-.ŀǎŜŘ !ƭƎƻǊƛǘƘƳǎέ 

provides an introduction to this issue.86 These algorithms are beyond the scope of this first report, but 

may be important to explore in future work. 

3. Variables Chosen and Rationale 

This study selected the OREC variable to identify individuals as having a disability because it is valid, 

complete, and available in enrollment data and thus uniformly 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 based on a Řƛǎŀōƛƭƛǘȅ ǿŜǊŜ ŎƻƴǎƛŘŜǊŜŘ άƘƛƎƘ-ŘƛǎŀōƭŜŘέ ǇǊƻǾƛŘŜǊǎΦ 
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CHAPTER 3: Statistical Methods 
I. Study Overview and Research Questions 

This Report quantifies the underlying relationships between social risk factors and the patient-level 

measures contained in the Medicare payment programs. It also examines the performance of providers 

that serve beneficiaries with social risk factors under specific programs. (Note that here the term 

άǇǊƻǾƛŘŜǊǎέ ƛǎ ǳǎŜŘ ǘƻ ƛƴŘƛŎŀǘŜ ǇƘȅǎƛŎƛŀƴǎΣ ƘƻǎǇƛǘŀƭǎΣ Řƛŀƭȅǎƛǎ ŦŀŎƛƭƛǘƛŜǎΣ ƴǳǊǎƛƴƎ ŦŀŎƛƭƛǘƛŜǎΣ aŜŘƛŎŀǊŜ 

Advantage contracts, etc.) In addition, this Report outlines policy options that could potentially address 

social risk factors, and quantifies the impact of these options on providers serving beneficiaries with 

social risk factors.  

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

Table 3.1: Research Questions  

1. A. Is there 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 due to differences in the quality of the 

providers from which beneficiaries with social risk factors seek care?  

¶ Example: Are dually-enrolled beneficiaries more likely to be readmitted after a 

hospitalization for congestive heart failure? LŦ ǎƻΣ ƛǎ ǘƘƛǎ ǇǊƛƳŀǊƛƭȅ ǊŜƭŀǘŜŘ ǘƻ ŀ ǇŀǘƛŜƴǘΩǎ dual 

enrollment, or is this because dually-enrolled beneficiaries are discharged from hospitals 

that tend to have higher readmission rates? 

¶ Example: Are rural beneficiaries with chronic obstructive pulmonary disease more likely to 

have higher annual costs of care? If so, is this primarily related to where beneficiaries live, 

or is this because physician practices that care for rural beneficiaries tend to have higher 

costs for beneficiaries with this condition in general? 

2. Is the Medicare payment program in question more likely to penalize providers with a high share 

of beneficiaries with social risk factors? 

¶ Example: Under the Hospital Readmission Reduction Program, are safety-net hospitals 

more likely to receive a penalty than non-safety-net hospitals? 

¶ Example: Are physician practices with a higher proportion of Hispanic beneficiaries more 

likely to receive a downward payment adjustment in the Physician Value-based payment 

modifier Program? 

3. How would different policy options change the way providers are impacted by the Medicare 

payment program in question?  

¶ Example: If the Hospital Readmission Reduction Program assigned penalties within tiers of 

the disproportionate share index instead of across all hospitals, would this change the 

financial impact on safety-net hospitals? 

¶ Example: If the Physician Value-based payment modifier adjusted quality and cost metrics 

for dual enrollment, would physician practices with a high proportion of dually-enrolled 
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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 and considerations within each of the 

programs, and also allow conclusions to be drawn across programs. The results presented in the 

following chapters are structured according to these main questions for each program. Although 

metrics, and, in some cases, data sources differ, the same approach was used to study the effect of 

social risk within each Medicare payment program.  

 

II. Statistical Approach, by Research Question 

1. A. Is there 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 providers 

from which beneficiaries with social risk factors seek care?  

Raw performance on claims-based measures (readmissions, admissions, costs, etc.) was first calculated 

for beneficiaries having the social risk factor of interest versus beneficiaries not having the risk factor 

(e.g., dually-enrolled versus non-dually-enrolled). For binary outcomes, regression models were then 

developed to estimate the total (within- and between-provider) odds of the particular outcome for 

beneficiaries with versus without the social risk factor. ά²ƛǘƘƛƴ-ǇǊƻǾƛŘŜǊέ ŘƛŦŦŜǊŜƴŎŜǎ ŀǊŜ ǘƘƻǎŜ 

differences in quality or outcomes that are evident between two beneficiaries within the same 

providerτfor example, between dual and non-dual beneficiaries at the same hospital. In contrast, 

άōŜǘǿŜŜƴ-ǇǊƻǾƛŘŜǊέ ŘƛŦŦŜǊŜƴŎŜǎ ŀǊŜ ǘƘƻǎŜ ŘƛŦŦŜǊŜƴŎŜǎ ƛƴ ǉǳŀƭƛǘȅ ƻǊ ƻǳǘcomes between two beneficiaries 

cared for by different providersτfor example, between beneficiaries at hospital A versus hospital B. 

Between-ǇǊƻǾƛŘŜǊ ŘƛŦŦŜǊŜƴŎŜǎ Ƴŀȅ ǊŜǇǊŜǎŜƴǘ ŘƛŦŦŜǊŜƴŎŜǎ ǊŜƭŀǘŜŘ ǘƻ ǘƘŜ ǉǳŀƭƛǘȅ ƻŦ ŀ ǇǊƻǾƛŘŜǊΩǎ 

performance or to unmeasured differences 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 readmissions and 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 between beneficiaries 

with social risk factors and their non-at-risk peers (question 1A). These models were repeated for each 

of the patient-level social risk factors of interest. 

Question 1B asks whether beneficiaries with social risk factors do more poorly even within the same 

provider. A provider random effect was thus added to the models described above, to isolate the within-

provider differences in outcomes. In each case, a term for the proportion of beneficiaries with social risk 

factors served by each provider was also added, to control for residual confounding by provider.  

Additionally, analyses were conducted to quantify the effect of receiving care from a provider serving a 

high proportion of beneficiaries with social risk factors, as outlined in Chapter 2. For most programs, 

these providers are the ones in the highest 20% of each social risk factor, with the exceptions noted in 
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Chapter 2. Models were re-run at the patient level with a random effect for provider, but this time the 

primary predictor was the provider type (e.g., high-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 provider type. 

Finally, models including both patient-level and provider-level social risk as predictors were run. These 

models included, for example, whether beneficiaries were dually-enrolled and whether they were 

discharged from a high-dual hospital in the same model. 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 providers ς for example, determining the consistency of the difference in 

readmission rates between dually-enrolled and non-dually-enrolled beneficiaries across hospitals. This 

analysis can yield information about whether the gap can be reduced or eliminated. For example, a 

highly variable difference between dually-enrolled beneficiaries and non-dually-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 so as well. On the other hand, more consistency across 

hospitals might suggest that the relationship between dual enrollment and readmissions was a more 

innate one and less easily remedied. 

To determine the consistency of relationships, the random effects models from 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 interest. Rather than calculating the average within-hospital difference 

between dual and non-dual, these models estimate the difference between dually-enrolled and non- 

dually-enrolled at each individual hospital. These hospital-level differences were then plotted using box 

and whisker plots. 

 

2. Does the Medicare payment program in question disproportionately penalize providers or plans 

that serve beneficiaries with social risk factors? 

Next, analyses were run to determine whether providers with a high share of beneficiaries with social 

risk factors were more likely to perform poorly under specific payment programs. These analyses were 

important because of the processes by which performance is translated to payment in each program. 

Because of these processes, even if providers serving beneficiaries with social risk factors do more 

poorly on the individual measures examined in the prior analyses, it is conceivable that they could do 

relatively well on a program overall. In the Hospital Value-Based Purchasing program, for example, 

hospitals receive an achievement score and an improvement score for each measure, with the higher of 

the two becoming their final score. Thus, a hospital with a high overall score may have received this 

score due either to high levels of achievement or high levels of improvement. 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, these analyses were all conducted at the provider level. For 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 (high-dual, rural, etc.). Linear regression models were 

used, or, in some cases, median regression due to small sample size and non-normal performance data. 

Performance was first compared on individual measures (e.g. mortality for congestive heart failure), 

then on domains (e.g., clinical outcomes), and then on total performance score for each program. 

CƛƴŀƭƭȅΣ ǘƘŜ άōƻǘǘƻƳ ƭƛƴŜέ ŦƛƴŀƴŎƛŀƭ ƛƳǇŀŎǘ ƻŦ ǘƘŜ ǇǊƻƎǊŀƳ ǿŀǎ ŜȄŀƳƛƴŜŘΦ This was different for each 

program, but in every case represented the final financial impact of the program in question. Examples 

include the penalty for excess readmissions for the Hospital Readmissions Reduction Program, the 

Value-Based Incentive Payment Adjustment Factor for Hospital Value-Based Purchasing, or the amount 

of shared savings generated by an ACO under the Medicare Shared Savings Program. In each 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, whether differences in performance for high-dual 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 providers are impacted 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 with social risk factors.  

This RŜǇƻǊǘΩǎ ǇƻƭƛŎȅ ǎƛƳǳƭŀǘƛƻƴǎ ŦƻŎǳǎŜŘ ǇǊƛƳŀǊƛƭȅ ƻƴ Řǳŀƭ enrollment status, as this was the dominant 

social risk factor in the majority of the analyses performed. Adjustments for race and ethnicity were not 

modeled because although race 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 modeled, but for different reasons. First, analyses demonstrated 

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

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

the programs in this report due 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 included here. {ŜŜ ǘƘŜ ǊŜŎŜƴǘ !{t9 LǎǎǳŜ .ǊƛŜŦ ŜƴǘƛǘƭŜŘ άwǳǊŀƭ 

IƻǎǇƛǘŀƭ tŀǊǘƛŎƛǇŀǘƛƻƴ ŀƴŘ tŜǊŦƻǊƳŀƴŎŜ ƛƴ CŜŘŜǊŀƭ IŜŀƭǘƘ /ŀǊŜ 5ŜƭƛǾŜǊȅ {ȅǎǘŜƳ wŜŦƻǊƳ LƴƛǘƛŀǘƛǾŜǎέ1 for 

further information. 

 

Across Medicare programs, the first option was the status quo. As noted in Chapter 1, four main policy 

strategies were then tested: A) adjustment for patient-level social risk factors; B) stratification, or 
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tiering, of providers by social risk; C) rewarding improvement (if not already contained in the program); 

and D) providing additional bonuses for high performance for beneficiaries with social risk factors. The 

details of how each option was applied are provided in the program chapters. 

 

For ŜŀŎƘ ǇƻƭƛŎȅ ƻǇǘƛƻƴΣ ǘƘŜ ƛƳǇŀŎǘ ǿŀǎ ŎŀƭŎǳƭŀǘŜŘ ōȅ ǊŜǇŜŀǘƛƴƎ ǘƘŜ άōƻǘǘƻƳ ƭƛƴŜέ ŎŀƭŎǳƭŀǘƛƻƴ ǳƴŘŜǊ ǘƘŜ 

new scenario, and then calculating the difference between the status quo and the policy option for the 

groups of interest. For the Hospital Readmission Reduction Program, for example, penalties for 

individual hospitals were calculated with and without adjustment for dual enrollment, and the penalties 

for safety-net versus non-safety-net hospitals were compared under the status quo versus the adjusted 

option.  

 

When applicable, additional program-specific factors were also considered in evaluating policy options. 

For example, the Hospital Acquired Conditions Reduction Program currently uses a decile-based scoring 

system; going to a continuous scale as CMS has proposed, while not directly related to social risk per se, 

could have important ramifications for providers serving high-risk populations. These program-specific 

simulations are also outlined in the program chapters.  
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CHAPTER 4: Best Practices for Achieving 
Good Outcomes in Socially At-Risk 
Beneficiaries 
The charge to ASPE in the IMPACT Act was to determine the relationship between social risk and 

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

did reveal significant relationships at the patient level in this regard, analyses also revealed that, in every 

care setting and every program, there were providers that were able to achieve high performance 

despite serving a highly at-risk population. 

This finding suggested that the Report would not be complete without an explicit focus on this issue. In 

theory, the best way to reduce the disproportionŀǘŜ ōǳǊŘŜƴ ƻŦ aŜŘƛŎŀǊŜΩǎ value-based purchasing 

programs on safety-net providers would be to improve care and outcomes at these hospitals and 

practices ς thus simultaneously helping Medicare beneficiaries with social risk factors and the providers 

that serve them. In reality, such a task is much easier said than done. However, the intent of this 

Chapter is to highlight what is currently known about best practices for achieving good outcomes in 

beneficiaries with social risk factors; implementation considerations based on these principles for each 

program are included in the program-specific chapters. 

I. Variability of Performance for Providers Serving Socially At-Risk Beneficiaries 
This Report examines nine Medicare programs currently using value-based purchasing structures. In 

every program, while on average providers serving beneficiaries with social risk factors performed worse 

than those who served a less disadvantaged population, the overlap between the groups was significant. 

Details are shown in each Chapter for 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-enrolled in the study year versus all other SNFs (i.e., those in the bottom 4 quintiles by 

proportion dually-enrolled). The SNFs with the highest proportion of dually-enrolled beneficiaries, 

shown in orange, are over-represented on the right side of the red bar, which represents readmission 

rates that are higher than average. Conversely, the other SNFs, in gray, are over-represented on the left 

side of the red bar, where the readmission rates are lower than average. However, there are many high-

dual SNFs with very low readmission rates, and vice versa. 
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Figure 4.1: Distribution of Risk-Standardized Readmission Rates (RSRR) for High-Dually-enrolled versus 

Non-High-Dually-enrolled SNFs 

 

The fact that many high-dual SNFs can perform better-than-average on readmission rates suggests that 

there may be strategies or techniques that could be used to reduce readmissions at these facilities. 

II. National Academies of Sciences, Engineering, and Medicine Report on Best 

Practices 
The National Academies of Sciences, Engineering, and Medicine (NASEM) was contracted by ASPE to 

provide a report on best practices for beneficiaries with social risk factors ǘƻ ǎǳǇǇƭŜƳŜƴǘ II{Ω 

ŜǾŀƭǳŀǘƛƻƴ ƻŦ ǘƘŜ ŜŦŦŜŎǘ ƻŦ ƛƴŘƛǾƛŘǳŀƭǎΩ ǎƻŎƛŀƭ Ǌƛǎƪ ŦŀŎǘƻǊǎ ƻƴ ǉǳŀƭƛǘȅ ƳŜŀǎǳǊŜǎ ŀƴŘ ƳŜŀǎǳǊŜǎ ƻŦ ǊŜǎƻǳǊŎŜ 

use. ¢ƘŜ ǊŜǎǳƭǘƛƴƎ ǿƻǊƪΣ ά{ȅǎǘŜƳǎ tǊŀŎǘƛŎŜs for the Care of Socially At-wƛǎƪ tƻǇǳƭŀǘƛƻƴǎέ1 is summarized 

below. 

The NASEM identified six systems-level practices that were particularly critical for providers to achieve 

good care of and outcomes for beneficiaries with social risk factors. These were: 

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

¶ 5ŀǘŀ ŀƴŘ ƳŜŀǎǳǊŜƳŜƴǘΥ ¦ƴŘŜǊǎǘŀƴŘ ȅƻǳǊ ǇƻǇǳƭŀǘƛƻƴΩǎ ƘŜŀƭǘƘΣ Ǌƛǎƪ ŦŀŎǘƻǊs, and patterns of care 

¶ 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 

¶ Care continuity: Plan care and care transitions to prepare for beneficiariesΩ ŎƘŀƴƎƛƴƎ ŎƭƛƴƛŎŀƭ ŀƴŘ 

social needs 



4: Best Practices  62 
 

 

REPORT TO CONGRESS: SOCIAL RISK FACTORS AND PERFORMANCE UNDER MEDICAREΩS VALUE-BASED PURCHASING PROGRAMS 

¶ Engaging beneficiaries in their care: Design individualized care to promote the health of 

individuals in the community setting 

Figure 4.2 shows these in a schematic: 

Figure 4.2: Systems Practices  

 

Source: National Academies of Sciences, Engineering, and Medicine. Accounting for Social Risk Factors in Medicare 

Payment; Systems Practices for the Care of Socially At-Risk Populations. Washington, D.C.: National Academies of 

Sciences, Engineering, and Medicine; 2016. 

The Best Practices identified by the NASEM start with and are organized around providing patient-

centered (also called person-centered) and community-informed care. Person-centered care is care 

which is reflective of ƛƴŘƛǾƛŘǳŀƭǎΩ goals and values, involves individuals in decision making, and tailors 

care to their needs. It considers personal goals, preferences, community and family supports, 

financial resources, and other areas important to the individual. Community-informed care 

understands and accounts for community context, including physical and social environments, policies, 
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resources, and opportunities. Around 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 inequities. Example implementation strategies include creating a culture of equity through 

leadership; integrating equity into strategic planning; setting up mechanisms to create and reward 

accountability; and aligning financial and non-financial resources towards promoting health equity. Such 

a commitment is not necessarily 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 care for beneficiaries with social 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 with top-performing peers. Example 

implementation strategies include collection 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. 

Because beneficiaries with social risk factors tend to be concentrated within a relatively 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 providers), many providers may be unable 

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

the at-risk or non-at-risk group to calculate disparities in many cases), and instead external 

benchmarking may be required. 

C. Comprehensive Needs Assessment 

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

to beneficiariesΩ clinical, social, and community-based service needs. This is a highly personalized 

ŀǎǎŜǎǎƳŜƴǘΣ ŦƻŎǳǎŜŘ ƻƴ ǘƘŜ ǳƴƛǉǳŜ ƴŜŜŘǎ ƻŦ ŜŀŎƘ ǇǊƻǾƛŘŜǊΩǎ ǇŀǘƛŜƴǘ ǇƻǇǳƭŀǘƛƻƴΣ ŀƴŘ Ƴŀy include local 

data analysis, interviews, and/or literature searches. The assessment drives the development of 

programs and practices that are grounded in evidence, but specific to the particular needs of the 

provider. Example implementation strategies include the use of health assessment tools by beneficiaries 

ǘƻ ƛŘŜƴǘƛŦȅ ŜŀŎƘ ƛƴŘƛǾƛŘǳŀƭΩǎ ŀǊŜŀǎ ƻŦ ƴŜŜŘΣ ŀǎ ǿŜƭƭ ŀǎ ŀƴŀƭȅǎŜǎ ƻŦ Řŀǘŀ ŀǘ ǘƘŜ ǇǊƻǾƛŘŜǊ ƭŜǾŜƭ ǘƻ ŀǎǎŜǎǎ 

areas of particular strength or opportunity. Data sharing may be necessary to achieve adequate 

assessment of needs, particularly for beneficiaries with social risk factors; one example is the creation of 

an information exchange portal for not only clinical providers, but also social service agencies, public 

health agencies, and community service organizations and HCBS providers to 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 well as areas of focus. These 

collaborations may include other providers but may also span multiple service sectors, such as housing, 
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transportation, and nutrition. Some example implementation strategies include the use of 

multidisciplinary care teams, the creation of medical neighborhoods or accountable health communities, 

regional collaborations among providers, or collaborations with other agencies and community 

organizations. As above, as this is a process dependent on the needs of the beneficiaries in 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 illness 

progression, as well as across sites of clinical care, between different providers and organizations, and as 

it involves non-clinical and/or community-based settings that support health and health care. 

Transitions and hand-offs are particularly critical. Example implementation strategies include setting up 

coordinated care teams, using case managers, care coordinators, or navigators to maintain beneficiary 

engagement with the primary care team across settings; co-location of clinical and behavioral health 

services; and the use of new technologies such as the sharing or exchange of priority health data where 

applicable to achieve these goals. 

F. Engaging People in Their Care 

Engaging people in their care attempts to maximize their ability to manage their medical conditions and 

achieve the most independent functioning possible, while providing support where needed. Example 

implementation strategies include patient education about self-management and healthy behaviors that 

is culturally sensitive and appropriately tailored to beneficiariesΩ ƴŜŜŘǎ ŀƴŘ ŀōƛƭƛǘȅ ǘƻ ŎƻƳǇǊŜƘŜƴŘ 

materials; using new technologies to promote healthy behaviors and reduce health risks; and working to 

engage with beneficiaries in community centers, homeless shelters, religious organizations, schools, and 

ƻǘƘŜǊ ƭƻŎŀǘƛƻƴǎ ǘƻ άƳŜŜǘ beneficiaries ǿƘŜǊŜ ǘƘŜȅ ŀǊŜΦέ Again, the specific components of this type of 

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

 

III. Policy Strategies to Enable Best Practices to Caring for Socially At-Risk 

Beneficiaries 

While each of these strategies is intended to be applied at the provider, practice, hospital, or health 

system level, some of them in particular lend themselves to being addressed by policy. These are 

therefore included in this report as key considerations. Specific applications to each program are 

provided in the program chapters (Chapters 5-13) but overarching strategies are as follows: 

 

A. Value and Promote Health Equity 

Valuing and promoting health equity can be achieved by creating policies that hold providers 

accountable for achieving equity and rewarding providers that excel in this area. Specific tactics to 

address this strategy include the creation of a health equity measure or domain, where feasible, within 
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existing Medicare value-based purchasing programs, as well as the creation of programs to specifically 

recognize or reward providers that achieve high quality for beneficiaries with social risk factors. 

B. Improve Data and Measurement 

Improving data and measurement around social 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 analyses. Specific tactics to address this strategy include 

enhancing data collection, following uniform structured data capture standards for assessment of social 

risk, leveraging health IT to improve data capture across care settings, and developing methods to allow 

analyses stratified by social risk factors. 

C. Provide Support for Quality Improvement and 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 safety net. Performing comprehensive 

needs assessments, focusing on care continuity, and engaging beneficiaries in their care are all 

strategies identified by the NASEM for which the details of implementation will vary substantially from 

provider to provider. These 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 technology, that can enable providers to create and employ 

strategies that will best serve their patient populations. 

Another potentially important activity that can potentially be promoted through policy is collaborative 

partnerships and community engagement.  Supporting hospitals or health systems 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 beneficiaries who 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 continuation of care, 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 policy-dǊƛǾŜƴ ŎƘŀƴƎŜ ƛƴ ǘƘƛǎ ŀǊŜŀ ƛǎ /aaLΩǎ !ŎŎƻǳƴǘŀōƭŜ IŜŀƭǘƘ /ƻƳƳǳƴƛǘƛŜǎ ƳƻŘŜƭΣ 

which encourages the types of partnerships and community engagement that may lead to lasting 

change and improved health. 
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SECTION 2: Hospital Value-Based 
Purchasing Programs 
 

Currently, there are three hospital value-based purchasing programs that use financial penalties and 

rewards to incentivize changes in the quality, outcomes, and costs of health care: the Hospital 

Readmissions Reduction Program (HRRP) and the Hospital Value-Based Purchasing Program (HVBP), for 

which payment adjustments began to apply starting in fiscal year (FY) 2013, and the Hospital-Acquired 

Conditions Reduction Program (HACRP), for which payment adjustments began to apply starting in FY 

2015. 

Though in this report they are largely treated independently, in practice they are all acting 

simultaneously. Table S2.1 shows the specific payments at risk in each year, and the potential maximum 

penalties levied across the 3 programs. 

Table S2.1 Hospital Payments at Risk in the 3 Hospital Pay-for-Performance Programs 

Program Focus FY13 FY14 FY15 FY16 FY17 

HRRP 
(penalties only) 

Readmissions -1% -2% -3% 

HACRP 
(penalties only) 

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

HVBP (penalties 
or bonuses) 

Processes of care, patient 
experience, efficiency, 
mortality, safety events 

+/- 1% +/- 1.25% +/- 1.5% +/- 1.75% +/- 2% 

Potential Maximum Net Penalty -2% -3.25% -5.8% -6.05% -6.3% 
*  ¢ƘŜ I!/wt ǊŜŘǳŎŜǎ ŀ ƘƻǎǇƛǘŀƭΩǎ ǘƻǘŀƭ Ltt{ ǇŀȅƳŜƴǘǎ ƛƴǎǘŜŀŘ ƻŦ ǊŜŘǳŎƛƴƎ ŀ ƘƻǎǇƛǘŀƭΩǎ ōŀǎŜ-operating DRG 
payment amounts, which is how the other two programs work. For the purposes of combining the impact of the 
programs, 1% of total IPPS payments is approximately equivalent to 1.3% of base DRG payments. 

 










































































































































































































































































































































































































































































































































































































































