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Executive Summary

. Introduction

In recent years, the U.S. Department of Health and Human Services has embraced value-based purchasing
(VBP) as a strategy for the Medicare program to achieve greater value for the nation’s health dollar, as
measured by quality outcomes and cost of care. While definitions of VBP vary, the general policy
objectives are to move away from fee-for-service payments, to pay for health care quality versus quantity
of services provided, and to incentivize the provision of person-centered, coordinated care. Under these
policies, providers! that participate in Medicare are held financially accountable for both the cost and
quality of health care services. While strong incentives for achieving VBP objectives are critical, it is also
important to apply such incentives fairly—that is, to recognize when these incentives place certain
providers at a relative disadvantage. In this regard, there has been considerable discussion on whether
VBP programs should account for differences in populations between providers and, in particular,
whether programs should account for beneficiaries with social risk factors—people for whom factors such
as income, housing, social support, transportation, and nutrition might adversely affect access to health
services or desired health outcomes.’” The ongoing transition to VBP has been accompanied by growing
recognition that to achieve VBP’s objectives, the nation’s health care delivery system must draw upon
social and community services to address social risk factors.®® These services most often are provided by
networks of non-profit community-based organizations that have long-standing, trusted relationships
across the nation, in both rural and urban communities.

This Report will explore emerging trends among providers who are addressing social risk factors in part
by developing linkages with social service and other community-based organizations.

Congress responded to the need to develop high-quality evidence to guide policy decisions about the role
of social risk in VBP in part by calling for this Report. Section 2(d) of the Improving Medicare Post-Acute
Care Transformation (IMPACT) Act of 2014 (P.L. 113-183) called for the Secretary of Health and Human
Services (HHS), acting through the Office of the Assistant Secretary for Planning and Evaluation (ASPE), to
conduct a study evaluating the effect of individuals’ socioeconomic status (SES) on quality measures and
measures of resource use under the Medicare program. The statute requires four components:

e “Study A,”?2 which focused on SES information currently available in Medicare data, and Medicaid
eligibility and urban-versus-rural location.? Study A introduced the broader concept of social risk
factors to replace SES and was submitted as a Report to Congress in December 2016.

1 Note that in this Report the term “providers” is used to indicate physicians, hospitals, dialysis facilities, nursing
facilities, Medicare Advantage contracts, etc.

2 The term “Study A” is based on the statutory mandate in section 2(d)(1)(A) of the Improving Medicare Post-Acute
Care Transformation (IMPACT) Act of 2014.

3 Improving Medicare Post-Acute Care Transformation (IMPACT) Act of 2014, Section 2(d)(1)(A)
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e “Study B,” which expands the analyses by using non-Medicare datasets to examine the impact of
risk factors on quality resource use, and other measures, is the subject of this Report.* Study B
was due to the Congress in October 2019.

e An examination of non-Medicare data sources to inform and contextualize Studies A and B
focusing on data availability and use.> The National Academies of Science, Engineering, and
Medicine (NASEM) prepared a set of five reports commissioned by ASPE and released in 2017 on
this topic. This Report builds on and extends the NASEM data work.

e Recommendations by the Secretary on 1) how CMS should obtain access to the necessary data on
SES (if the data is not already being collected) and how to address barriers to access to the data,
and 2) how CMS should account for SES in quality, resource use, and other measures and in
payment adjustments based on those measures, if Studies A and B find a relationship between
SES and quality and resource use measures.

This Report presents the results of Study B and builds on the framework and considerations introduced in
Study A. This Report addresses three policy questions:

1. Should some or all of Medicare’s value-based purchasing programs account for social risk by
adjusting measures and/or payment based on those measures?

2. Should HHS routinely collect more extensive and detailed data on beneficiaries’ social risk factors
than is currently available?

3. How can HHS achieve better outcomes for all Medicare beneficiaries by facilitating the ability of
providers and communities to address social risk factors and integrate health and social services?

The first two policy questions are guided by Congress’ request for Study B. The third policy question
furthers HHS's goal to improve health outcomes for all Medicare beneficiaries. This Report uses both
Medicare and non-Medicare data sources to address the policy questions. 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. It also expands on the data findings requested
by the Congress in Study C. As required by statute, this Report provides evidence and recommendations
related to the issue of accounting for social risk factors in Medicare’s VBP programs specifically. However,
since VBP programs are only one part of the larger goal of providing high-value, person-centered care, it
also addresses the current state of efforts and future options for more comprehensively addressing and
integrating social risk factors within the Medicare program and the broader health care system.

Il. Main Findings

Study A laid out three strategies for accounting for social risk in Medicare’s VBP programs to ensure that
all Medicare beneficiaries receive the highest-quality health care services. The findings in this Report
reinforce the need for such strategies. Proposed solutions that address only the measures or programs
without considering the broader delivery system and policy context are unlikely to mitigate the full

4 Improving Medicare Post-Acute Care Transformation (IMPACT) Act of 2014, Section 2(d)(1)(B)
5 Improving Medicare Post-Acute Care Transformation (IMPACT) Act of 2014, Section 2(d)(1)(C)
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implications of the relationship between social risk factors and outcomes. VBP programs need to be
leveraged to enhance access to and provision of high-quality care for beneficiaries with social risk factors.

The findings in this Report build on those of Study A, particularly the strategies for accounting for social
risk in Medicare’s VBP programs (Figure 1.1). The first strategy, “measure and report quality,” deals with
collecting and using social risk information. The second strategy, “set high, fair quality standards,” refers
to the use of social risk information in quality and resource use measures and in VBP programs. Finally,
“reward and support better outcomes” addresses the need to address beneficiaries’ social needs directly.

Figure 1.1. Strategies for Accounting for Social Risk in Medicare’s Value-Based Purchasing Programs

1. Measure and
Report Quality

for beneficiaries
with social risk
factors

Accounting for Social
Risk in Medicare’s
Value-Based
Purchasing Programs

3. Reward and
Support Better 2. Set High, Fair
Outcomes Quality

. Standards
for beneficiaries
with social risk for all beneficiaries
factors

Looking across the quantitative and qualitative analyses conducted for this Report, the following three
main findings emerge.

A. FINDING 1: Beneficiary social risk information is not routinely or systematically collected across the
health care system, and there is not always standardized terminology to capture beneficiary social
risk information.

A prerequisite to measuring and reporting quality for beneficiaries with social risk factors is knowing
beneficiaries’ social needs. A consistent theme found throughout the qualitative research in this Report
was the lack of available information on beneficiaries’ social risk. Currently, when individual-level social
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risk information is collected, it may be recorded using one of the many screening tools available and
documented in varying locations, including electronic health record (EHR) fields, free text notes, or as
diagnoses. This lack of standardization in data collection and documentation makes it difficult to share
data meaningfully between providers, payers, and social service organizations.

Despite these limitations, there is broad interest in having information on beneficiaries’ social risk. All the
EHR vendors included as case studies in this Report are incorporating social risk information into their
tools in response to client demand. Additionally, submitters to ASPE’s RFI (Request for Information) on
provider and health plan approaches to improving care for Medicare beneficiaries with social risk factors
discussed the need for standards on social risk data collection to support interoperability.

B. FINDING 2: After accounting for additional social and functional risk factors, dual-enrollment status
remains a powerful predictor of poor outcomes on some quality and resource use measures in
Medicare’s VBP programs. Functional status is also a powerful predictor of poor outcomes on some
measures but is not always included in measure risk adjustment.

Setting high, fair quality standards for all beneficiaries involves accurately accounting for differences
between beneficiaries that may affect health outcomes. This Report evaluated additional individual-level
social risk factors available in the Medicare Current Beneficiary Survey (MCBS): marital status, education,
language, living alone, income, wealth, and private health insurance. It also included the area-level social
risk factors of the social capital index and social deprivation index. When each social risk factor was
evaluated separately, all the individual-level social risk factors were associated with higher spending and
readmission rates. However, when all of the social risk factors were included together, only a couple were
still associated with poor outcomes. Dual enrollment in Medicare and Medicaid was associated with both
higher spending and readmissions, and social relationships (not being married or living alone) was
associated with higher spending. In the total per capita cost measure (TPCC), dual enrollment was a
stronger predictor of higher costs than social relationships—confirming Study A’s finding that dual
enrollment is the most powerful predictor of poor outcomes among the social risk factors evaluated. This
finding points to the need to assess health equity and provide adequate information on providers’
performance based on who they serve.

This Report also evaluated the current medical risk-adjustment approaches. It assessed the extent to
which unmeasured functional risk factors (defined as physical or cognitive impairments that impair
functioning) may contribute to observed worse outcomes among dually enrolled beneficiaries using both
claims-based and patient self-reported functional limitations. In most quality and resource use measures
evaluated, functional risk was associated with both dual-enrollment status and poor outcomes, indicating
that not accounting for functional risk may increase the observed effect of dual-enrollment status.

C. FINDING 3: Although many organizations are working to improve equity by addressing social risk,
which interventions are effective, replicable, and scalable remains unclear due to limited
evaluation.

To reward and support better outcomes for beneficiaries with social risk factors, successful strategies
need to be identified and disseminated. Many organizations are working to improve care for beneficiaries
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with social risk factors, but some interventions may be more effective than others. Although many
submitters responding to ASPE’s RFI described interventions to improve care for these beneficiaries, few
of these interventions have been rigorously evaluated. The limited published evidence on the
effectiveness and return on investment of certain interventions may be a starting point for organizations
looking for new ways to improve care. However, evaluations of more and different types of interventions
are still needed, including evidence on whether interventions are effective in different patient
populations, across a range of organizations, and scaled to larger or smaller groups.

I1l. Recommendations

The recommendations included below build on the framework and considerations introduced in Study A
and the policy questions introduced earlier for this Report. Recommendations are required by Congress
in the IMPACT Act.

Policy questions:

1. Should some or all of Medicare’s value-based purchasing programs account for social risk by
adjusting measures and/or payment based on those measures?

2. Should HHS routinely collect more extensive and detailed data on beneficiaries’ social risk factors
than is currently available?

3. How can HHS achieve better outcomes for all Medicare beneficiaries by facilitating the ability of
providers and communities to address social risk factors and integrate health and social services?

As discussed in the emerging areas section (Section 3 of this Report), addressing social risk factors and
supporting better health outcomes will require connections between every level of the health system and
the community (Figure 1.2). Providers can screen for social needs and refer beneficiaries to organizations
to address those needs. Social needs may be better addressed through community collaborations,
including referral networks and partnerships within and outside the health care system. Payers, including
health plans and government agencies, can maintain social risk information about beneficiaries and fund
infrastructure development to address social needs. At each of these levels, value-based care is an
important tool to align incentives across the health care delivery system to address social needs.
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Figure 1.2. Approaches for Health Care Systems to Invest in Addressing Social Risk
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A. A Comprehensive Strategy to Account for Social Risk in Medicare’s VBP Programs

As Medicare’s VBP programs mature, it is important to shift from modifying individual programs to
adopting and implementing strategies that cut across all programs and health care settings. Quality
reporting and VBP programs need to work in concert to create aligned incentives that drive providers to
improve health outcomes for all beneficiaries. Thus, the recommendations in this Report apply to all of
Medicare’s quality reporting and VBP programs to create a comprehensive approach to account for social
risk.

The recommendations in this Report build on the three-part strategy for accounting for social risk in
Medicare’s VBP programs (Figure 1.1) introduced in Study A. The strategy lays out a comprehensive
approach to move towards programs that incentivize providers and plans to improve health outcomes by
rewarding and supporting better outcomes for beneficiaries with social risk factors. This requires
measuring and reporting quality by social risk (Strategy 1). Support is also needed to reward and support
better outcomes for all beneficiaries, including those with social risk factors (Strategy 3). These two
strategies provide support for providers to be held to the same high, fair quality standards for all
beneficiaries (Strategy 2). As this strategy is realized, VBP and quality programs will need to align
incentives for providers to improve care for socially at-risk beneficiaries. Rather than adjusting quality
measures and VBP performance scores for social risk, this strategy focuses on supporting providers in
addressing social risk (Strategy 3).
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Although the recommendations are discussed in detail within each of the strategies, they are more likely
to be successful if the recommendations across the strategies are implemented together as a
comprehensive approach to addressing social risk in Medicare. For example, the recommendations for
Strategy 2: Set High, Fair Quality Standards for All Beneficiaries discuss how to account for social risk in
VBP measures and programs. The recommendations do not support adjusting outcome measures for
social risk factors, nor do they support using peer groups for VBP performance score calculations.
However, under the current VBP measures and programs, providers treating more socially at-risk
beneficiaries may have worse performance and the recommendations for Strategy 2 alone do not address
this disparity. Therefore, this comprehensive strategy directly addresses the disparity in outcomes by
providing additional tools and resources to safety-net providers.

Changing VBP quality measures and performance scores alone, without providing incentives to improve
health equity or additional tools and resources, is unlikely to improve care for socially at-risk beneficiaries.
This comprehensive strategy seeks to respond to the third policy question evaluated in this Report, “How
can HHS achieve better outcomes for all Medicare beneficiaries by facilitating the ability of providers and
communities to address social risk factors and integrate health and social services?”

However, some of the key components needed to make this comprehensive strategy successful are not
yet available. More work is needed to develop both health equity measures to reward providers for
improving care for beneficiaries with social needs, as well as VPB payment adjustments and supplemental
benefits to support providers’ efforts. Thus, the recommendations across the three strategies need to be
implemented in phases.

Some of these recommendations could be implemented soon, while others require more development
before implementation can proceed. For example, changes to measures’ medical risk adjustment
methodology (Recommendation 2.1) could be implemented in the near future, as the indicators of
functional risk assessed in this Report are already available. On the other hand, health equity measures
or domains (Recommendations 1.3 and 2.2) are not yet readily available, and measure developers and
endorsement organizations need to build such measures before they can be incorporated into VBP
programs and replace current transitional approaches such as the categorical adjustment index (CAl). For
this reason, implementing some of the recommendations in this Report requires more developmental
work so that the Medicare program can implement a comprehensive approach to addressing social risk.

Some recommendations can be implemented alone, while others should be implemented together to
achieve the policy goals described above. For instance, efforts to increase the sharing of social risk data
across federal agencies and across the health and social service sectors at the local level
(Recommendation 1.2) can proceed without the need to wait for other recommendations. On the other
hand, implementing Recommendation 2.5 by removing peer grouping from the Hospital Readmissions
Reduction Program (HRRP) and the CAl from the Medicare Advantage Star Ratings needs to be
implemented along with additional actions to help providers achieve high quality outcomes for all
beneficiaries. The goal of implementing these recommendations together is to hold all providers to the
same high standards while giving providers additional tools and resources to help achieve these high
standards. Additionally, this comprehensive approach calls for enhancing risk adjustment methodologies.
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Without implementing these recommendations together, providers treating more socially at-risk
beneficiaries would lose the current protections of peer grouping and the CAIl. These actions and tools
could include supplemental benefits and additional payment adjustments to providers (Recommendation
3.1), a standard risk adjustment framework that includes functional risk adjustment (Recommendation
2.1), or including health equity measures or domains in VBP programs (Recommendation 2.2). For
example, it may be appropriate to remove peer grouping from the HRRP once the readmission measures
use the standard risk adjustment framework that includes functional risk adjustment. As actions and tools
to help providers achieve high-quality care for all beneficiaries are implemented, their impact on safety-
net providers will need to be assessed, and further modifications may be necessary.

For these reasons, the recommendations included in this Report may be implemented in two phases
(Figure 1.3).

e Phase 1: recommendations that are ready to be implemented independently in the first phase
can begin now.

e Phase 2: recommendations that require further development can then be implemented in the
second phase. Some recommendations do not require further development, but should be
implemented in phase 2 at the same time as other recommendations that do require
development, such as Recommendation 2.5 discussed above. Removal of peer grouping from
programs should be implemented in the second phase, after actions and tools to help providers
achieve high-quality care for all beneficiaries through one or more of the methods discussed
above.

Figure 1.3. Implementation Phases
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development development
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Recommendations developed in Phase |

Recommendations that should be implemented at the same
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Note: Implementation phases including specific recommendations are presented in the summary section after the detailed
recommendations.
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B. Recommendations

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

This strategy includes collecting data on social risk and reporting quality measures by patient social risk to
guide and encourage providers to identify and address patients’ social needs and reduce health
disparities. Separately reporting quality measures for those patients with and without social risk will
facilitate measuring progress toward closing the gap in performance on quality measures between these
two groups of patients.

Recommendation 1.1: HHS should support and inform the development of data collection and
interoperability standards for social risk. CMS should explore ways to encourage providers to collect
social risk information.

This recommendation addresses Congress’ requirement that the Secretary make recommendations on
obtaining access to social risk data.

Study A included the consideration “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.” Since that time, there has been an increased focus on
collecting and using beneficiary social risk information. However, there is still no consensus on how the
data will be used, an important question that needs to be answered before data collection can be
standardized. Deciding how data will be used will help to determine (1) which questions should be asked,
and (2) how the responses should be documented. For each of these issues, there are opportunities to
provide standards and/or to encourage data collection.

The choice of screening tool determines which questions will be asked. Currently numerous tools are
widely used. The ideal screening tool depends on the planned use of social needs information. If the
primary goal is to direct beneficiaries to services to address their social needs, providers need more
detailed information to make appropriate referrals, implement interventions, and track resolution of
needs over time. On the other hand, if social risk is used to risk adjust measures, payments, or population
monitoring, less detail may be sufficient. Already, CMS has developed a social risk screening tool used in
the Accountable Health Communities model and the social risk items proposed for the post-acute care
screening tools.'>!! These instruments are required for specific programs but could be used more broadly
for the Medicare population. Alternatively, HHS could provide standards on which screening tool should
be used but allow providers and plans to determine whether or not to use it to collect social risk
information.

Knowing who needs information on the beneficiary’s social risk also affects how the data should be
documented. Here there are also various options worth considering. Currently, as noted earlier, social risk
information can be captured in clinical documentation and/or in recording diagnosis codes. The federal
government, state government, and health plans can most easily access information documented as a
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diagnosis codes in claims because claims are submitted to the payer for reimbursement. HHS may need
additional social risk information for VBP program monitoring and evaluation.

For other health and social service providers, it may be easier to access information from clinical
documentation, as providers may be able to share EHR information more easily than they can share
claims. Yet if multiple parts of a single health system need the information, provider notes may be
sufficient. However, different documentation methods may be ideal for different parts of the health care
system. One solution may be to create “crosswalks” to translate social risk information from one format
to another. Additionally, EHR captured data and/or diagnosis codes may need to be expanded to allow
capture of more detailed social risk information. As with screening tools, HHS could provide standards for
data documentation with or without encouraging providers and plans to document social risk factors.

HHS has developed data standards for documentation of some social risk information. The Office of the
National Coordinator for Health Information Technology (ONC) included social, psychological, and
behavioral standards in the 2015 health information technology certification criteria, providing
interoperability standards (LOINC (Logical Observation Identifiers Names and Codes) and SNOMED CT
(Systematized Nomenclature of Medicine—Clinical Terms)) for financial strain, education, social
connection and isolation, and others.’> ONC has also released a draft 2020-2025 Federal Health IT
Strategic Plan for public comments, including an objective to integrate health and human services
information.'® Additional stakeholder efforts are underway to expand the availability to capture additional
social determinants of health data elements for use and exchange. This includes the Gravity Project to
identify and harmonize social risk factor data for interoperable electronic health information exchange
for EHR fields as well as proposals to expand the ICD-10 (International Classification of Diseases, Tenth

Revision) z-codes, the alphanumeric codes used worldwide to represent diagnoses.'**®

Recommendation 1.2: Federal and state agencies should consider policies regarding how and when
to share social risk data across agencies. HHS should explore whether some social risk data
can/should be shared at the local level between health and social service providers.

This recommendation addresses Congress’ requirement that the Secretary make recommendations on
obtaining access to social risk data.

In addition to, or even before, new social risk information is collected, existing information should be
shared to reduce the burden of new data collection. This was discussed in the National Academies of
Sciences, Engineering, and Medicine’s (NASEM) report on data sources as well as in the submitted
responses to ASPE’s request for information on provider and health plan approaches to improving care
for Medicare beneficiaries with social risk factors.'® The NASEM report specifically identified data
elements collected by the Social Security Administration, the Census Bureau, and Centers for Disease
Control and Prevention’s (CDC’s) National Center for Health Statistics.

Such data sharing has been promoted by the bipartisan Commission on Evidence-based Policymaking’s
report and the Foundations for Evidence-Based Policymaking Act of 2018,Y'® and these new
developments are promising as improvements to the current state, in which sharing and linking data
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across agencies or departments within the federal government can be difficult and burdensome. For
example, this Report intended to use Medicare beneficiaries’ individual-level responses to the American
Community Survey (ACS) and Medicare claims to evaluate the effect of the social risk factors available in
the ACS on quality and resource use measures included in Medicare’s value-based purchasing (VBP)
programs. However, at the time of submission, the merged Medicare-ACS data were not yet available. A
standard agreement across federal agencies that addresses confidentiality and security could make such
data sharing smoother than the current process that requires each project to create a new agreement
from scratch.

Within the Department, efforts have begun to understand the current state of data sharing across
agencies, including an evaluation of challenges in doing so in the 2018 report “The State of Data Sharing
atthe U.S. Department of Health and Human Services” by the HHS’s Office of the Chief Technology Officer.
As these challenges are addressed to allow data sharing across the Department, the next logical step
would be to expand this analysis to additional departments and identify and address challenges in data
sharing across the federal, state, and local governments.

Beyond sharing current administrative data, the Department, including ONC, the Office for Civil Rights
(OCR)—which enforces the Health Insurance Portability and Accountability Act (HIPAA) Privacy Rule—and
the HHS Office of the Chief Technology Officer (CTO), should explore whether and how health and social
service providers can share their social risk data. The necessity for and type of data to be shared would
depend on the utility of the available data to providers and addressing any data security, privacy, or
governance concerns for sharing and documentation. As data needs and uses will depend on the specific
health and social service providers involved, these decisions should be made at the local level.

Recommendation 1.3: Quality reporting programs should include health equity measures.

This recommendation addresses Congress’ requirements that the Secretary make recommendations on
accounting for social risk in quality and resource use measures.

This recommendation also mirrors the second consideration in Study A: “Consider developing and
introducing health equity measures or domains into existing payment programs to measure disparities
and incent a focus on reducing them.” Currently, no quality reporting programs explicitly include health
equity measures that provide incentives to reduce health disparities. Including health equity measures
can help providers prioritize areas for particular focus, and specific measures targeting equity within
existing quality reporting programs can motivate a focus on reducing disparities and signal that health
equity is an important component of delivery system transformation. These measures could also
encourage providers to address health equity through service enhancements, patient engagement
activities, and adoption of best practices to improve performance in this domain. Public reporting of
health equity measures or domains would support monitoring of health disparities over time and help
inform consumers’ choice of providers.

Implementing this recommendation, however, will first require measure developers to create health
equity measures. Health equity could be measured in various ways, including the difference in
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performance on particular measures between socially at-risk and other beneficiaries within a providers’
population, comparing performance for socially at-risk populations across providers, or evaluating
improvement in measure performance for a providers’ socially at-risk population over time. One existing
measure is the Health Equity Summary Score developed by CMS OMH.? The use of health equity
measures in VBP programs is discussed in Recommendation 2.3.

Recommendation 1.4: Quality and resource use measures should be reported separately for dually
enrolled beneficiaries and other beneficiaries.

This recommendation addresses Congress’ requirement that the Secretary should make
recommendations on how to account for social risk factors in quality and resource use measures.

This recommendation builds on the first consideration in Study A: “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.” This Report also finds that
dual enrollment is the strongest predictor of poor outcomes, and for that reason recommends stratifying
reported measures by dual enrollment in quality reporting programs.

Since Study A was published, substantial progress has been made on stratified reporting of measures.
Currently, CMS’s Office of Minority Health (OMH) Mapping Medicare Disparities tool compares quality
and resource use outcomes for dually enrolled and non-dually enrolled beneficiaries,?° and CMS has begun
providing hospitals with confidential reports of pneumonia readmission rates for dually enrolled
compared to other beneficiaries.?? These efforts could be expanded either by including additional
measures or providers on OMH’s Mapping Medicare Disparities tool or by adding stratified measures to
CMS’s compare websites (Hospital Compare, Nursing Home Compare, Home Health Compare, Dialysis
Facility Compare, Long-Term Care Hospital Compare, Inpatient Rehabilitation Facility Compare, Physician
Compare, Hospice Compare, and Medicare Plan Finder). This additional information could allow policy
makers and providers to measure and track quality, outcomes, and costs for beneficiaries with social risk
factors over time to reduce disparities and improve care for beneficiaries with social risk factors. However,
adding stratified measures may be confusing, rather than helpful, for beneficiaries using these tools to
select a provider. For that reason, it may be most appropriate to include these stratified measures on a
separate data site rather than websites designed to help patients select high-quality providers.

Recommendation 1.5: Quality and resource use measures should not be adjusted for social risk

factors for public reporting.

This recommendation addresses Congress’ requirement that the Secretary should make
recommendations on how to account for social risk factors in quality and resource use measures.

As discussed in Recommendation 1.4 above, stratified reporting is important to monitor disparities and
improvements over time. However, in public reporting, it is also important to hold providers accountable
for overall results, regardless of social risk. For this reason, quality and resource use measures should also
be reported for a provider’s overall population without adjustment for social risk.
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Recommendation 1.6: Composite scores should not be adjusted for social risk factors for public
reporting.

This recommendation addresses Congress’ requirement that the Secretary should make
recommendations on how to account for social risk factors in quality and resource use measures.

In addition to not to adjusting measures for social risk in public reporting (Recommendation 1.5),
composite scores, such as star ratings, should not be adjusted for social risk factors. Composite scores
used for public reporting should not use measures that are adjusted for social risk factors. They should
also not use other methods to account for social risk, such as peer grouping.

Strategy 2: Set High, Fair Quality Standards for All Beneficiaries

This strategy aims to hold providers accountable to the same standards in VBP programs to improve care
and health outcomes for all Medicare beneficiaries. It recognizes that beneficiaries with social risk factors
may require more supports and resources to achieve the same outcomes. A standard, comprehensive
risk-adjustment framework for all outcome and resource use measures, including functional risk factors,
improves provider comparisons across measures.

Recommendation 2.1: Measure developers and endorsement organizations should create a
standard risk-adjustment framework that includes functional risk for all risk-adjusted outcome and
resource use measures used in Medicare programs.

This recommendation addresses Congress’ requirements that the Secretary make recommendations on
accounting for social risk in quality and resource use measures.

Measures used in VBP programs would benefit from a standard risk adjustment framework that sets a
consistent policy for a number of reasons. First, the current lack of standardization across measures makes
it difficult to accurately assess the role of social risk, as social risk is correlated with medical risk: both
comorbidities and functional status. Thus, measures that include more medical risk adjustment are likely
to see a smaller effect of social risk, making it difficult to compare and track disparities across measures
and patient populations. Second, the use of different risk adjustment methods and factors make it difficult
to compare performance across measures. If a provider does better on one measure than another, it may
be due to differences in performance or differences in the measures’ risk adjustment.

As discussed in Chapter 5, current outcome and resource use measures in Medicare’s VBP programs use
a variety of risk-adjustment methods and measures. These include different methods to adjust for medical
risk such as comorbidities, functional risk adjustment, or reason for hospitalization (diagnosis). Some
measures include social risk adjustment using the beneficiary-level risk factor of dual enroliment status.
Despite the general consensus on the importance of medical risk adjustment, however, many measures
currently used do not include functional risk adjustment. To fully account for differences in health status
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between beneficiaries, it is important for measure developers to follow a consistent policy across
measures and to account for functional risk factors in all outcome and resource use measures’ risk
adjustment. One possible approach to account for functional risk factors using ICD codes is presented in
this Report. Note that this recommendation does not apply to measures that do not use risk adjustment,
such as process measures where the same process is expected for all beneficiaries.

Figure 1.4. illustrates the different factors that can potentially be used in risk adjustment and that should
be considered for a standard risk-adjustment framework. Social risk factors are depicted in the figure’s
right column, but are not recommended to be included in the risk-adjustment of process or outcome
measures. Demographics and medical risk adjustment are widely accepted as appropriate and important
risk-adjustment factors. Some measures include prior utilization, but not all. Almost no measures at this
time include social risk, except patient experience of care survey measures. Social risk factors are not
recommended for the standard, clinical risk-adjustment model. Recommendations 2.3-2.5 discuss the
appropriateness of adjusting for social risk by type of measure.

As discussed in more detail in this Report’s introductory chapters, the appropriate risk-adjustment
approach may depend on the planned use of the measure (i.e., public health surveillance, population
health management, quality improvement, quality reporting, VBP, or program evaluation). The standard
risk-adjustment framework as suggested by this recommendation may need to specify different risk-
adjustment methods for different uses (i.e., standardized age/gender adjusted outcomes for population
health management, clinically risk-adjusted quality measures stratified by patient subgroups for quality
reporting, etc.).

Figure 1.4. Potential Risk-Adjustment Variables

. . . Prior . .
Demographics Medical Risk e Social Risk
grap Utilization
N Prior Health Beneficiary-
B Age | Comorbidities Service Use Level Risk**
| Gender Functional Prior Area-Level
Risk* Spending Risk
= Disability
Diagnosis/
Severity

*This Report includes the recommendation to include functional risk in the standard risk adjustment framework.
**This Report includes the recommendations to adjust resource use and patient experience measures for dual enrollment status

as a beneficiary-level social risk factor, but not to adjust quality process or outcome measures for social risk.
Note: This Report does not include specific recommendations for other potential risk adjustment variables.
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Recommendation 2.2: Value-based purchasing programs should include health equity measures

and/or domains.

This recommendation addresses Congress’ requirements that the Secretary make recommendations on
accounting for social risk in quality and resource use measures and in determining payment adjustments
based on these measures.

This recommendation is similar to recommendation 1.3, but focuses on the use of health equity measures
in VBP programs rather than quality reporting programs. Currently, no VBP programs explicitly include
health equity measures that provide incentives to reduce health disparities, although the Merit-based
Incentive Payment System (MIPS) program does include some optional health equity activities in the
improvement activities performance category. As with public reporting of health equity measures,
including health equity measures in VBP programs can help providers prioritize areas for particular focus,
help providers focus on reducing disparities, and signal that health equity is an important component of
delivery system transformation. Once health equity measures are developed for public reporting, they
can be included in existing VBP programs as allowed by statute.

Recommendation 2.3: Resource use and patient experience measures should adjust for social risk
factors in VBP programs.

This recommendation addresses Congress’ requirements that the Secretary make recommendations on
accounting for social risk in quality and resource use measures.

1. A framework for considering social risk adjustment by type of measure

As discussed above in Recommendation 2.1, measures used in VBP programs would benefit from a
standard risk adjustment framework that sets a consistent policy. Polices could be established across all
types of measures or separately for each type (process, outcome, patient experience, and resource use).

One solution that has been advocated for accounting for social risk in Medicare’s VBP programs is adding
social risk factors to all measures’ risk adjustment to “level the playing field.” The appeal of this approach
is that it recognizes the greater challenges that may be faced in achieving the same outcomes for
beneficiaries with social risk factors and may reduce the likelihood that concerns about performance could
worsen access to care for these groups. Such considerations are particularly appropriate in situations in
which measure performance is closely tied to social risk, and the consequences of this risk on outcomes
are truly beyond providers’ control, making the benefits of adjustment outweigh the drawbacks. In this
case, it would still be important for VBP programs to include incentives for providing high-quality care for
socially at-risk beneficiaries in other ways, such as including health equity measures or domains as
discussed in Strategy 1 above.

Alternatively, risk-adjustment policies could be developed by type of measure, in conjunction with a set
of criteria on the appropriateness of risk-adjustment.
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As described in Chapter 5, measures are less appropriate for social risk adjustment if:

1. They are predominantly under the control of the provider,
There is no plausible direct relationship between the social risk factor and the outcome, and

3. Thereis evidence that provider bias, rather than patient need or complexity, is driving differences
in performance.

Measures are more appropriate for social risk adjustment if the differences in outcomes or utilization are:

1. Predominantly related to patient factors,
If there is a plausible direct relationship between the social risk factor and the outcome, and
If there is evidence that patient need or complexity, rather than provider performance, is driving
differences in performance.

Given that the role of social risk varies by type of measure, the appropriateness of adjusting measures for
social risk may be better considered along a continuum, as shown in Figure 1.5.

Figure 1.5. Considerations for Adjusting Quality and Resource Use Measures for Social Risk by Measure
Type

Least appropriate for adjustment Most appropriate for adjustment
Structure & Process Outcome Measures Resource Use Measures
Measures * Readmission e Total per capita costs of care*
® Aspirin for heart attacks * Mortality e Medicare Spending per
* Blood pressure screening * Diabetes control Beneficiary
* Nurse staffing ratio * MSSP benchmarks*
Features: Features:

*  Provider factors most influential * Patient factors most influential

* No plausible direct relationship between social *  Plausible direct relationship between social
risk and performance risk and performance

* Evidence that poor quality rather than need or * Evidence that need or complexity rather
complexity is driving differences than poor quality is driving differences

*=measure currently adjusted for social risk factor(s)
Note: MSSP=Medicare Shared Savings Program.

2. Adjust resource use measures for social risk to recognize more resources may be needed to achieve
same outcomes

To account for the fact that it may require additional resources to achieve the same high quality care for
socially at-risk beneficiaries, all resource use measures should adjust for social risk. In order to provide a
consistent governing principle, all resource use measures should adjust for social risk. Some current
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resource use measures adjust for social risk, including the MIPS total per capita cost measure, which
adjusts for the HCC (hierarchical condition category) risk score that in turn includes dual-enrollment
status. Others, such as the Medicare Spending per Beneficiary measure, do not adjust for dual-enrollment
status, even though the analyses in this Report find that dually enrolled beneficiaries have higher episode
spending driven primarily by greater use of institutional and community-based post-acute care to meet
their greater medical and social needs.

To provide consumers with information on the care that they should expect to receive, however,
measures should not be adjusted for social risk in public reporting programs, but instead reported for
dually enrolled beneficiaries and other beneficiaries separately as described in Recommendation 1.4.

3. Adjust patient experience measures for social risk to account for response tendencies

Patient experience measures, such as those collected by the CMS Consumer Assessment of Healthcare
Providers and Systems (CAHPS) surveys, are currently adjusted for social risk using factors such as
education, dual enrollment, and language.?? These adjustments seek to account for differences in
response tendencies associated with social risk factors, rather than differences in the quality of care
provided.?®* For example, individuals with less education and those who report better general and
mental health provide more positive ratings and reports of care than others in the same health insurer
contracts.?? In order to accurately assess the care provided and compare patients’ experiences, these
measures should continue to adjust for social risk factors.

Recommendation 2.4: Process and outcome measures should not be adjusted for social risk in value-
based purchasing programs.

This recommendation addresses Congress’ requirements that the Secretary make recommendations on
accounting for social risk in quality and resource use measures.

Although Recommendation 2.3 recommends risk adjusting patient experience and resource use measures
for social risk, for other types of measures, the drawbacks of adjusting for social risk are considerable for
both process and outcome measures.

1. Process measures should not be adjusted for social risk

First, there are many quality measures for which there is no plausible role for any type of risk adjustment.
Pure process measures such as giving aspirin for a heart attack, for example, are primarily under providers’
control, and should be done regardless of a beneficiary’s social risk profile. Second, adjusting the process
of care quality measures risks masking disparities, potentially reducing the long-term ability to identify
and reduce them. Third, adjusting quality measures may have a negative impact on transparency for
consumers. Finally, to the degree that differences in measures reflect actual differences in provider
performance, adjusting the measures directly could excuse the delivery of differential care to beneficiaries
with social risk factors. For these reasons, process measures should not be adjusted for social risk factors.
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2. Outcome measures should not be adjusted for social risk

In terms of appropriateness for adjusting for social risk, outcome measures fall in the middle of the
spectrum shown in Figure 1.5 above. For many outcome measures, the provider has some control in the
care given in the care setting, but outcomes are assessed at some point after the health care encounter.
With 30-day readmissions, for example, providers can improve outcomes for socially at-risk beneficiaries
through discharge planning, follow-up care, referrals for social services, and building relationships with
community-based organizations. To hold all providers accountable to the same, high standards for all
beneficiaries, therefore outcome measures should not be adjusted for social risk.

Because achieving the same high-quality outcomes may be more difficult for socially at-risk beneficiaries
than for other beneficiaries, it is important to assist providers in achieving these high-quality outcomes
for all beneficiaries. Rather than risk adjusting outcome measures for social risk to avoid VBP payment
adjustments for worse outcomes for socially at-risk beneficiaries, programs should provide support in
other ways. This could include additional payments or bonuses to safety-net providers. Although they are
for different purposes, there are already existing payments and bonuses that target safety-net providers,
including the current DSH payments and the bonus points for small practices and practices with a higher
share of medically and socially complex patients in the MIPS program. It could also include sharing best
practices. Both of these recommendations are discussed in Strategy 3 below. To provide consumers with
information on the care that they should expect to receive, moreover, measures should also not be
adjusted for social risk in public reporting programs, but instead reported for dually enrolled beneficiaries
and other beneficiaries separately as described in Recommendation 1.4.

Recommendation 2.5: Value-based purchasing programs should not use peer grouping or
categorical adjustments for social risk factors. Where these adjustments are currently in place, they
should be removed when additional actions and tools are implemented to help providers achieve
high-quality care for all beneficiaries.

This recommendation addresses Congress’ requirements that the Secretary make recommendations on
determining payment adjustments in VBP programs.

In addition to not adjusting process or outcome measures (Recommendation 2.4), VBP performance
scores should not be adjusted for social risk factors. This recommendation applies to using peer grouping
to assign VBP payment adjustments, such as in the HRRP, and other methods like the CAl used in the MA
Star Ratings program. Similar to the arguments against adjusting quality measures for social risk presented
in Recommendation 2.4 above, peer grouping establishes different quality standards across providers.
Under peer grouping, providers who serve more socially at-risk beneficiaries may avoid negative payment
adjustments, even though they may have lower scores compared to providers with fewer socially at-risk
beneficiaries. Instead, safety-net providers should have additional tools and resources to help them
achieve high-quality outcomes for all beneficiaries, as discussed in Strategy 3 below. These additional tools
and resources should be available for all providers that treat a large proportion of socially at-risk
beneficiaries, regardless of their performance on specific measures or programs. For example, peer
grouping compares performance across similar providers rather than all providers, but is still dependent
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on an individual provider’s performance. Bonus points in a VBP program, on the other hand, provide
additional resources to all safety net providers, regardless of their performance. For that reason, bonus
points in VBP programs are appropriate as additional tools and resources, while peer grouping or the CAIl
are not. Once these additional actions, tools, and resources are available, approaches such as peer
grouping or the CAl should be removed from VBP programs.

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

This strategy recognizes that providing additional supports and resources is foundational to address
beneficiaries’ social risk in order to improve care and outcomes. Such additional supports may include
sharing best practices through learning networks and encouraging medical providers to build links with
social service providers. Additional resources to meet beneficiaries’ social needs may be made available
through alternative payment models, supplemental benefits that address social needs, or additional
payments. Targeted payments to support providers’ efforts to address social risk factors may also be made
through VBP incentive payments.

Recommendation 3.1: CMS should continue to support providers and plans addressing social risk
factors through models, supplemental benefits, and VBP payment adjustments. HHS should
continue to develop approaches to address beneficiaries’ social needs. Additional research is
needed on best practices for providing care to socially at-risk beneficiaries. Best practices, once
identified, need to be scaled.

This recommendation addresses Congress’ requirement that the Secretary should make
recommendations on how to account for social risk factors in determining payment adjustments based
on quality and resource use measures.

It is clear that simply adjusting measures does not fully address the tough, real problems underlying the
pervasive differences in performance across measures and programs that were examined in this Report.
Social risk factors are powerful, and to truly begin to “solve” the problem by making things better for
beneficiaries with social risk factors and the providers who serve them, these factors need to be explicitly
recognized and addressed. This recommendation to support providers and plans addressing social risk
factors goes hand-in-hand with Recommendations 2.3-2.5 focusing on risk adjustment and other methods
for accounting for social risk in Medicare’s VBP programs. This Report recommends adjusting resource
use and patient experience, but not process or outcome measures, for social risk. However, achieving the
same high-quality outcomes may be more difficult for socially at-risk beneficiaries than for other
beneficiaries. It is important to assist providers in achieving these high-quality outcomes for all
beneficiaries with the resources (through models, supplemental benefits, and VBP payment adjustments)
and tools (such as best practices) to achieve these outcomes.

Currently, Medicare provides payment adjustments for providers treating socially at-risk beneficiaries in
some settings but not others (see table in the appendix to this chapter). Specifically, Medicare provides
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DSH payments to hospitals treating a large proportion of dually enrolled beneficiaries as required by
Congress, and has used administrative authority to provide bonus points for practices with a higher
proportion of socially complex patients in the MIPS program. Although the recommendation that outcome
measures should not be adjusted for social risk encourages providers to achieve the same high-quality
outcomes for socially at-risk beneficiaries as their other patients, it is important to recognize that
achieving these outcomes may require more resources for socially at-risk beneficiaries. Without additional
payment adjustments, providers have reported that they may be disincentivized to treat socially at-risk
beneficiaries, jeopardizing access to care.

CMS should also support providers and plans working to address beneficiaries’ social needs through
supplemental benefits. New flexibilities in the Medicare Advantage (MA) program will allow health plans
to provide supplemental benefits that are not necessarily health-related but have a reasonable
expectation of improving or maintaining the health or overall function (including benefits that secondarily
address social risk factors), but these benefits are only available to beneficiaries with chronic conditions
enrolled in MA plans.® Although a small percentage of plans are offering these new supplemental benefits
in the first year available, interviews with MA plans before these new flexibilities were implemented found
that plans were considering a variety of approaches, including screening beneficiaries for social needs and
referring to community organizations to address those needs (“screen and refer”), and screening for social
needs and directly providing services to address the needs identified (“screen and provide”).?>?® As these
flexibilities are implemented, it will be important for MA plans and others to evaluate the extent to which
any supplemental benefits address Medicare beneficiaries’ social needs and impact quality and resource
use measures.

Finally, knowledge about best practices to address beneficiaries’ social risk is an important tool for
achieving high quality outcomes for all beneficiaries. As evidenced by the responses to ASPE’s RFI,
providers and health plans are already implementing numerous interventions to address beneficiaries’
social risks. Within HHS, a number of agencies including CMS, the Administration for Community Living
(ACL), the Substance Abuse and Mental Health Services Administration (SAMHSA), and the Administration
for Children and Families (ACF), work to address social risk factors. States in the Medicaid program are
also taking various steps to address beneficiaries’ social needs. However, the evaluations of these
approaches are not yet mature, making it difficult for organizations wanting to adopt new interventions
to choose effective approaches. HHS, through CMS’s Innovation Center, has begun to develop and
evaluate new models to address social risk and should continue to do so. For example, the current
Accountable Health Communities model and evaluation will help to build the knowledge base about
effective interventions, along with findings from evaluations of state models.?”?® Additional models
including incentive payments or alternative payment structures to address beneficiaries’ social needs

6 The Bipartisan Budget Act of 2018 (Public Law No. 115-123) amended section 1852(a) of the Social Security Act to
expand the types of supplemental benefits that may be offered by MA plans to chronically ill enrollees. These include
supplemental benefits that are not primarily health related and may be offered non-uniformly to eligible chronically
ill enrollees.
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should be developed under various authorities to allow best practices to be identified, tested,
disseminated broadly, and scaled.

Recommendation 3.2: Learning networks, such as Quality Improvement Organizations (QIOs),
should share best practices across providers.

This recommendation addresses the policy question of how the federal government can facilitate the
ability of health plans, providers, and communities to address social risk factors and integrate health and
social services.

This recommendation to share best practices across providers goes hand-in-hand with Recommendations
2.3-2.5 focusing on risk adjustment and other methods for accounting for social risk in Medicare’s VBP
programs. This Report recommends adjusting resource use and patient experience measures, but not
process or outcome measures, for social risk. However, achieving the same high-quality outcomes may be
more difficult for socially at-risk beneficiaries than for other beneficiaries. It is important to assist
providers in achieving these high-quality outcomes for all beneficiaries with resources and tools, such as
best practices, to achieve these outcomes.

As more interventions are evaluated and the evidence of the effectiveness of different approaches grows,
it is important to share this knowledge across the health care system. Currently, Quality Innovation
Network Quality Improvement Organizations (QIN-QIOs) have an opportunity to identify and disseminate
effective practices across providers.?*

Recommendation 3.3: HHS should encourage medical providers and plans to build links with social
service providers to better address beneficiaries’ social needs.

This recommendation addresses the policy question of how the federal government can facilitate the
ability of health plans, providers, and communities to address social risk factors and integrate health and
social services.

VBP programs provide incentives for medical providers and plans to build relationships with social service
providers. Current chronic-care management services, paid for by Medicare in addition to office visits,
include coordinating community and social services for beneficiaries with multiple chronic conditions.*°
Nonetheless, one of the common themes in the submitted responses to ASPE’s RFI was the difficulty of
coordinating social and medical services. Although non-profit hospitals are currently required to conduct
community-needs assessments and provide community benefits, there is much more than can be done.?!
Health care providers can screen for social needs and refer beneficiaries to organizations that can address
those needs. However, many RFl respondents brought up challenges to this “screen and refer” approach.
These included challenges in maintaining an up-to-date directory of social service providers,
understanding eligibility criteria for different services, “closing the loop” after a referral is made to find
out whether services were actually received, and the capacity of social services to meet beneficiaries’
needs. Some providers and plans are going beyond “screen and refer” to “screen and provide” by
providing services, such as food or housing, in concert with community organizations.
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Better coordination between medical and social service providers could reduce these challenges.
Specifically, HHS could encourage more community relationships through some of the recommendations
above, such as developing data collection/interoperability standards, developing and testing new models
for addressing social risk, and working with providers to evaluate and disseminate best practices for
addressing the social needs of beneficiaries through home and community based services and social
supports.

C. Summary of Recommendations

The comprehensive approach to addressing social risk in Medicare’s VBP programs introduced above can
be implemented in phases depending on the amount of development needed for each recommendation,
as discussed earlier. Some recommendations can be implemented alone, while others should be
implemented together to achieve the policy goals. For instance, implementing Recommendation 2.5 by
removing peer grouping from the Hospital Readmissions Reduction Program (HRRP) and the CAl from the
Medicare Advantage Star Ratings needs to be implemented along with additional actions and tools to help
providers achieve high quality outcomes for all beneficiaries, such as adjustments to supplemental
benefits and additional adjustments in payments to providers (Recommendation 3.1), a standard risk
adjustment framework that includes functional risk adjustment (Recommendation 2.1), or including
health equity measures or domains in VBP programs (Recommendation 1.3).

For these reasons, the recommendations included in this Report may be implemented in two phases.
Potential timing for implementing each recommendation is shown in Figure 1.6.
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Figure 1.6. Implementation Phases for Recommendations

Recommendation 1.1: HHS should support and inform the development of data collection and interoperability

Recommendation 1.3: Quality
standardsfor social risk. CMS should explore ways to encourage providersto collect social risk information.

reporting programs should include
health equity measures.

Recommendation 1.2: Federal and state agencies should consider policies regarding how and when to share social
risk data acrossagencies. HHS should explore whether some social risk data can/should be shared at the local
level between health and social service providers. Recommendation 2.2: Value-based

purchasing programs should
Recommendation 1.4: Quality and rescurce use measures should be reported separately for dually enrolled include health equity measures.

beneficiaries and other beneficiaries. and/or domains.

Recommendation 1.5: Quality and resource use measures should not be adjusted for social risk factorsfor public
reporting.

Recommendation 3.1: CMS should
continueto support providersand
plans addressing social risk factors

Recommendation 2.1: Measure developersand endorsement organizationsshould create a standard risk- through models, supplemental
adjustment framework that includes functional risk for all risk-adjusted cutcome and resource use measures benefits, and additional payments.
used in Medicare programs. HHS should continue to develop

approaches to address

Recommendation 2.3: Resource use and patientexperience measures should adjust for social risk factorsinvalue- beneficiaries’ social needs.
based purchasng programs. Additional research isneeded on

best practices for providing care to

Recommendation 3.2: Learning networks, such as Quality Improvement Organizations (Q10s), should share best socially at-risk beneficiaries. Best
practicesacross providers. practices, once identified, need to

be scaled.

Recommendation 1.6: Composite scores should not be adjusted for social risk factors for publicreporting.

Implement

Recommendation 3.3: HHS should encourage medical providers and plansto build linkswith social service providers
to better address beneficiaries’ social needs.

Recommendation 1.3: Quality reporting programs shouldinclude health equity measures.

Recommendation 2.2: Value-basad purchasing programs should include health equity measures and/ordomains.

Recommendation 2.4: Process and outcome measuresshould not be adjusted for social risk in value-based purchasing programs.

Recommendation 2.5: Value-based purchasing programs should not use peer grouping or categorical adjustments for social risk factors. Where these adjustments are currently
in place, they should be removed when additional actions and tocls are implemented to help providers achieve high-quality care for all beneficiaries.

Recommendation 3.1: CM5 should continue to support providers and plans addressing social risk factors through models, supplemental benefits, and VBP payment adjustments.
HHS should continue to develop approaches to address beneficiaries’ social needs. Additional research isneeded on best practicesfor providing care to socially at-risk
heneficiaries. Best practices, once identified, need to be scaled.

Implement
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In particular, Recommendations 1.5, 1.6, 2.3, 2.4, and 2.5 address how to account for social risk in
measures and programs, including both VBP programs and quality reporting programs.

Table 1.1. Recommendations: Whether to Adjust for Social Risk Factors by Type of Measure and
Program

Measure Type Whether to Adjust for Social Risk Factors
Quality Reporting Programs  VBP Programs
Process Measures No No
Outcome Measures No No
Patient Experience Measures Yes Yes
Resource Use Measures No Yes
Program Performance Scores No No

Note: VBP=value-based purchasing.
“No” indicates a recommendation not to adjust for social risk factors.
“Yes” indicates a recommendation to adjust for social risk factors.

IV. Next Steps

This Report’s analysis and recommendations address the policy questions put forth in the IMPACT Act.
However, they also raise additional questions and propose new policies that should be evaluated for their
effectiveness of achieving the intended results and potential unintended consequences.

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

The findings about the current state of data collection for social risk factors suggest some changes that
could improve social risk data collection and use to improve health outcomes. First, social risk measures
and data collection tools could be standardized across federal, state, and local programs. Additionally,
within the health care system, social risk factors could be mapped to electronic health record (EHR) fields
and/or diagnosis codes. Existing EHR fields and diagnosis codes could also be expanded to include
additional social risk factors and more information about beneficiaries’ social needs. Much work is already
being done to improve social risk data collection, but these are typically private efforts and many groups
are working in the same area. As these efforts mature, it may be appropriate for the Department to set
data collection standards and common data elements for social risk factors so that data can be collected
in a systematic way and easily shared. Once this information is available, tracking progress in improving
outcomes for socially at-risk beneficiaries will be important.

B. Set High, Fair Quality Standards for All Beneficiaries

These illustrate the difficulty of assessing the role of risk factors across measures, particularly when risk-
adjustment approaches differ so much between the various quality and resource use measures included
in Medicare’s nine VBP programs. A standard risk-adjustment approach that could be used across
measures and programs, and modified as necessary and appropriate, would help to address this issue.

This Report does not specify exactly which factors should be included in such a standard risk-adjustment
approach, but the findings about the medical and social risk factors evaluated provide some insights.
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Including functional risk adjustment would likely improve current medical risk adjustments that currently
only use comorbidities. Including functional risk factors would also allow social risk to be assessed more
accurately because some of the effect currently attributed to social risk may actually be due to functional
risk. Additional analyses to determine which functional risk factors should be included is still needed.

In terms of including social risk factors in the standard risk-adjustment approach, this Report’s findings
suggest that including dual-enroliment status makes only small average differences in program impacts
between safety-net or high-dual providers and other providers. In terms of additional sources of social
risk information (beyond Medicare data), the findings suggest that dual-enroliment status is a good proxy
for social risk, and adding any of the additional measures of social risk evaluated (including other Medicare
or survey data) would not substantially improve the measure risk adjustment beyond what is achieved by
including dual-enrollment status. Note, however, that the small sample sizes of the MCBS make the
findings using this survey less conclusive; results from the forthcoming analysis using the American
Community Survey may be different and shed more light on these conclusions.

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

Providing high-quality care for all beneficiaries requires understanding which approaches are successful
for socially at-risk beneficiaries specifically. Such understanding in turn requires rigorous evaluations of
current interventions to determine what works, and sharing and promoting best practices across the
health care system. Since many current interventions include referrals to social service providers, the
health care system needs community resources and links to social service providers to address
beneficiaries’ social needs, as well as a better understanding of their efficacy. The cost of these
interventions and services should also be evaluated to understand the additional resources needed to
achieve high quality outcomes for socially at-risk beneficiaries.

Equally important will be tracking supplemental benefits to address social needs provided by the
promising flexible state and federal policies as they are implemented, including their success in improving
health outcomes for socially at-risk populations. It will also be important to understand what
supplemental benefits MA plans offer with the new flexibilities for supplemental benefits authorized by
the CHRONIC Care Act, as well as the extent to which any additional benefits address Medicare
beneficiaries’ social needs and impact quality and resource use measures. Additionally, by ensuring that
the measures and programs are relevant for dually enrolled beneficiaries through reporting measures
separately for dually enrolled and other beneficiaries and including health equity measures in VBP
programs, Medicare’s VBP programs will be better able to incentivize high-quality care for socially at-risk
beneficiaries.

Beyond the specific approaches needed for socially at-risk beneficiaries, future work should evaluate the
success of the move to value-based programs. Addressing social needs is only one part of moving to value-
based care. As new VBP programs are adopted and existing programs mature, it will be important to
understand whether these programs are achieving their objectives and avoiding unintended
consequences.
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Chapter 1. Introduction

In recent years, the U.S. Department of Health and Human Services has embraced value-based purchasing
(VBP) as a strategy for the Medicare program to achieve greater value for the nation’s health dollar, as
measured by quality outcomes and cost of care. While definitions of VBP vary, the general policy
objectives are to move away from fee-for-service payments, to pay for health care quality versus quantity
of services provided, and to incentivize the provision of patient-centered, coordinated care. Under these
policies, providers® that participate in Medicare are held financially accountable for both the cost and
quality of health care services. While strong incentives for achieving VBP objectives are critical, it is also
important to apply such incentives fairly—that is, to recognize when these incentives place plans or
providers at a relative disadvantage. In this regard, there has been considerable discussion on whether
VBP programs should account for differences in populations between providers and, in particular,
whether programs should account for beneficiaries with social risk factors (also known as “social
determinants of health”)-that is, people for whom factors such as income, housing, social support,
transportation, and nutrition might adversely affect access to health services or desired health
outcomes.>”’ The ongoing transition to VBP has been accompanied by growing recognition that to achieve
VBP’s objectives, the nation’s health care delivery system must draw upon social and community services
to address social risk factors.2® This Report will explore emerging trends among providers who are
addressing social risk factors in part by developing linkages with social service providers and other
community-based organizations.

Congress responded to the need to develop high-quality evidence to guide policy decisions about the role
of social risk in VBP in part by calling for this Report. Section 2(d) of the Improving Medicare Post-Acute
Care Transformation (IMPACT) Act of 2014 called for the Secretary of Health and Human Services (HHS),
acting through the Office of the Assistant Secretary for Planning and Evaluation (ASPE), to conduct a study
evaluating the effect of individuals’ socioeconomic status (SES) on quality measures and measures of
resource use under the Medicare program. The statute (the full legislative text of which can be found in
this chapter’s appendix) requires a study with the following four components:

e “Study A,”® which focused on SES information currently available in Medicare data, and Medicaid
eligibility and urban-versus-rural location.® Study A introduced the broader concept of social risk
factors to replace SES and was submitted as a Report to Congress in December 2016.

e “Study B,” which expands the analyses by using non-Medicare datasets to examine the impact of
risk factors on quality resource use, and other measures, is the subject of this Report.? Study B
was due to the Congress in October 2019.

2 Note that in this Report the term “providers” is used to indicate physicians, hospitals, dialysis facilities, nursing
facilities, Medicare Advantage contracts, etc.

b The term “Study A” is based on the statutory mandate in section 2(d)(1)(A) of the Improving Medicare Post-Acute
Care Transformation (IMPACT) Act of 2014.

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

4 Improving Medicare Post-Acute Care Transformation (IMPACT) Act of 2014, Section 2(d)(1)(B)
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e An examination of non-Medicare data sources to inform and contextualize Studies A and B
focusing on data availability and use.? The National Academies of Science, Engineering, and
Medicine (NASEM) prepared a set of five reports commissioned by ASPE and released in 2017 on
this topic. This Report builds on and extends the NASEM data work.

e Recommendations by the Secretary on 1) how CMS should obtain access to the necessary data on
SES (if the data is not already being collected) and how to address barriers to access to the data,
and 2) how CMS should account for SES in quality, resource use, and other measures and in
payment adjustments based on those measures, if Studies A and B find a relationship between
SES and quality and resource use measures.

This Report presents the results of Study B, using both Medicare and non-Medicare data sources to
measure beneficiaries’ social risk factors, along with additional analyses of how the federal government
can help providers and health plans provide high-quality care to all Medicare beneficiaries. 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. It also expands on the
data findings requested by the Congress in Study C. As required by statute, this Report provides evidence
and recommendations related to the issue of accounting for social risk factors in Medicare’s VBP programs
specifically. However, since VBP programs are only one part of the larger goal of providing high-value,
patient-centered care, it also addresses the current state and future options for more comprehensively
addressing and integrating social risk factors within the Medicare program and the broader health care
system.

I. Value-based Purchasing and Social Risk Factors

Medicare’s payment programs now broadly link the quality and efficiency of health care to payment. For
example, Medicare’s Hospital Value-based Purchasing Program (HVBP) that began in fiscal year 2013
(October 2012) reduces or increases hospitals’ Medicare payments for inpatient services based on
performance on processes, outcomes, efficiency, and patient experience. In addition, the Hospital
Readmissions Reduction program (HRRP) and the Hospital-Acquired Conditions Reduction Program
(HACRP) reduce payments to hospitals based on their performance on quality measures. Additional VBP
programs are underway or in development in nearly all Medicare settings, including the ambulatory
domain for physicians and dialysis facilities, in the post-acute setting for skilled-nursing facilities and in
home health agencies. In addition, Medicare Advantage (MA) Star Ratings affect quality bonus payment
determinations and rebate retention allowances.

To drive delivery system transformation, the Center for Medicare & Medicaid Innovation (CMMI) is
authorized by statute to develop and test innovative delivery system and payment models expected to
reduce program costs while preserving or enhancing quality of care. Alternative payment models (APMs),
whether CMMI models or permanent programs such as the Medicare Shared Savings Program in

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

March 2020 REPORT TO CONGRESS 40



Chapter 1: Introduction

Medicare, vary substantially, but these payment models generally offer incentive payments to provide
high-quality and cost-efficient care.

The movement to value-based payment has fueled current interest in social risk factors. Indeed, as
payments are now tied to health outcomes, activity within the health care delivery system aimed at
addressing non-medical factors that can affect health outcomes has grown rapidly. Delivery system
transformation has created challenges and opportunities for addressing these social risk factors by:

1. Raising important policy issues concerning whether and how to adjust quality measures and VBP
performance scores for non-clinical patient characteristics—specifically social risk factors

2. Raising awareness that non-medical factors such as social risk play a significant role in health
outcomes and that the success of VBP may require integrating social services as an important
component of coordinated, person-centered care

The first of these issues is related to balancing VBP’s incentives for quality improvement with fairness to
providers and plans serving beneficiaries who present challenges in achieving better outcomes—
particularly beneficiaries at social risk. The clear intention of VBP is to reward high-quality care and
penalize poor quality.'° VBP focuses on payment and delivery models that better coordinate and integrate
care, a potentially powerful tool for improving outcomes for high-risk individuals.!* On the other hand,
the unique characteristics of socially at-risk people may mean that they are more likely experience worse
outcomes, even if the best care possible is provided to them.? Thus, it may be more difficult for plans or
providers that treat a disproportionate share of socially at-risk individuals to perform as well as their
counterparts treating more advantaged individuals others even if they offer objectively similar or better
quality-of-care.’® If providers, especially those who serve socially at-risk beneficiaries, feel that they are
more likely to be penalized under VBP due to the population they serve, they may be discouraged from
joining VBP models with greater accountability.**’

The second issue recognizes that not addressing these concerns head-on could jeopardize the ability to
achieve VBP’s policy objectives. The emphasis on creating a high-value health care delivery system has
renewed awareness that medical care is only one of many factors that directly affect health outcomes.
Indeed, some argue that social risk factors may play a larger role in this respect than medical care.® Yet
providers may be discouraged from investing in infrastructure to address social risk factors at the
community level if initiatives to transform delivery systems do not account for the additional resources,
tools, and community partnerships needed to address social risk factors and improve health outcomes
and population health.19%°

A recent survey, for example, found that nearly three-quarters of hospitals do not have dedicated funds
to address the social needs of target populations.?! For current Medicare APMs, Medicare payment
formulas established by Congress limit which services can be paid. At the same time, broad population
health models will need to engage multi-sectoral stakeholders, including public health agencies, health
care providers, social service providers, and community organizations, to comprehensively address
policies and community infrastructure needs that influence health outcomes. Strategies for better
incorporating social risk factors into care regimens include: better coordination among health care
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providers, coordination between health care and social service providers, incorporating community
resources, and rethinking traditional insurance benefit packages. All these strategies will require a new
and improved data infrastructure—that is, one that collects and standardizes social risk data elements
and makes them easily available across plans, providers, and community participants.

Il. Policy Questions and Goals

This Report to Congress is intended to address and inform both of the important policy issues described
above. The research, policy analyses, and recommendations contained in the Report are guided by the
following three policy questions:

1. Should some or all of Medicare’s VBP programs account for social risk by adjusting measures
and/or payment?

2. Should HHS routinely collect more extensive and detailed data on beneficiaries’ social risk factors
than is currently available?

3. How can HHS achieve better outcomes for all Medicare beneficiaries by facilitating the ability of
providers and communities to address social risk factors and integrate health and social services?

This Report reflects the requirements of the IMPACT Act, both the studies and recommendations, and the
rapidly emerging issues and evidence available since the completion of Study A. The first two policy
questions respond directly to the requirements of the IMPACT Act. The third question, while not explicitly
required, speaks to the more comprehensive issues of addressing social risk factors as part of a system
that provides high-value, patient-centered care.

This Report will address these questions with the following goals in mind:

1. Improve overall health care quality and outcomes for Medicare beneficiaries

2. Foster health equity throughout the health care delivery system

lll. Structure of This Report

This Report is divided into four sections. Section One introduces the Report. Section Two presents
guantitative analyses of the role of social and medical risk in quality measures and VBP programs using
new data sources. Section Three includes qualitative analyses of emerging areas in addressing social risk
in the Medicare program. Section Four summarizes findings and recommendations.

In the first section, following this Introduction, Chapter 2 provides a comprehensive description and
definition of social risk factors (“social determinants of health”). Chapter 3 sets the stage for the new
analyses by reviewing Study A’s findings and identifying unanswered questions that this Report will
address.

Section Two, the quantitative analyses, begins with a discussion of the research questions and analytic
approach employed to address them. It then presents results from quantitative analyses of additional
data sources for both social and functional risk data. This section builds directly on work from Study A,
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adding new functional and social risk factors not evaluated in the first Report. This second section also
presents a framework for thinking about social and medical risk in Medicare’s VBP programs.

The quantitative analyses described in Section Two involve: 1) functional risk factors using Medicare
claims, 2) social and medical risk factors using the Medicare Current Beneficiary Survey (MCBS), and 3)
planned analyses of the American Community Survey (ACS) that could not be included in this Report as
the data was not yet available at the time of submission. These analyses address the following research
questions based on those examined in Study A:

1. What is the association between social risk factors, medical risk factors, and patient outcomes on
Medicare quality and resource use measures?

2. Whatis the association between social risk factors, medical risk factors, and provider performance
on Medicare quality and resource use measures?

3. How would accounting for social risk or unmeasured medical risk affect provider performance on
quality and resource use measures and in quality programs?

Section Three on addressing social risk in the Medicare program focuses on the policy question of how
HHS can support the provision of quality care for socially at-risk beneficiaries. It considers two important
areas: social risk data and practices to address beneficiaries’ social risk factors. It includes case studies of
how electronic health records (EHR) vendors are incorporating social risk factors into their products and
also how MA health plans are addressing beneficiaries’ social needs. This section also includes responses
submitted to a request for information on provider and health plan approaches to improving care for
Medicare beneficiaries with social risk factors.

The last section, Section Four, uses the findings throughout this Report for policy analyses and
recommendations. The section’s first chapter presents the criteria used to analyze options for accounting
for social risk in Medicare’s VBP programs. The next chapter includes recommendations for addressing
the policy questions presented above, guided by the three-part Strategy for Accounting for Social Risk in
Medicare’s VBP Programs introduced in Study A. The final chapter summarizes all the Report’s findings
and lays out next steps for an HHS-wide strategy.
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The United States, despite having many relatively worse health outcomes, including life expectancy, has
higher spending on health care, as a percent of gross domestic product (GDP) than all other high-income
countries belonging to the Organisation for Economic Cooperation and Development (OECD) (Figure 2.1).1

Figure 2.1. Health and Social Spending for OECD Countries
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Economic Co-operation and Development.

Recent efforts to quantify the contributions of different factors to health outcomes have suggested that
social and economic factors may play a larger role than clinical care. For example, the County Health
Rankings weights social and economic factors as the largest contributor to overall length and quality of
life at 40%, while clinical care (both quality and access) contributes only 20% (Figure 2.2).
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Figure 2.2. Relative Contribution of Factors to Health Outcomes
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Health. University of Wisconsin: Population Health Institute; 2010 February.
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Such findings suggest that addressing the relatively high spending and worse outcomes in the United
States will require better aligning health and human services programs by thinking differently about
health care payment and health service delivery.! One of the Department’s priorities is value-based care,
or transforming the health care system to one that pays for outcomes and health, rather than only for
services delivered.? Value-based care includes addressing factors beyond health services that contribute
to health outcomes. Efforts to shift the current health care reimbursement system from fee-for-service to
one driven by value and health outcomes have been underway for years in the U.S., starting with quality
reporting and pay-for-performance programs. The Medicaid program’s options for home and community-
based services in lieu of institutional care, beginning in 1981, to enable the elderly and the disabled to
continue to live in their communities is another example of this shift. Additional support came when the
Improving Medicare Post-Acute Care Transformation (IMPACT) Act of 2014 required studies evaluating
the effect of individuals’ socioeconomic status (SES) on quality measures and measures of resource use
under the Medicare program.

Overall, however, the current health care delivery system still focuses largely on medical care rather than
the role of social and economic factors on either access to care or health outcomes. Public programs have
rules about what services can be reimbursed using federal dollars: historically, health care expenditures
have been limited to treating illness and injury plus certain preventive services.

I. Defining Social Risk

The terms “social determinants of health” and “social risk factors” both describe the social and economic
factors that may affect access to care or health outcomes, although there are numerous definitions of
these terms, some more widely used than others. Socioeconomic status (SES) is typically included as one
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of the many social risk factors, along with factors such as social support, community context, and the built
environment.

A. Social Determinants of Health

The most common definition of “social determinants of health” comes from the World Health
Organization’s (WHQ’s) Commission on Social Determinants of Health in 2008. The Commission defines
social determinants of health as “The conditions in which people are born, grow, live, work, and age” and
include three types of determinants: (1) socioeconomic and political context; (2) structural determinants
and socioeconomic position; and (3) intermediary determinants (health behaviors and physiological
factors; health systems).?

The U.S. Centers for Disease Control and Prevention (CDC) and Healthy People 2020, a government-led
national effort to set goals to improve Americans’ health, use a slightly modified version of the WHO
definition. The CDC defines social determinants of health as “conditions in the places where people live,
learn, work, and play” and includes five determinants: (1) economic stability; (2) education; (3) social and
community context; (4) health and health care; and (5) neighborhood and built environment.* Healthy
People 2020 uses this definition: “Conditions in the environments in which people are born, live, learn,
work, play, worship, and age that affect a wide range of health, functioning, and quality-of-life outcomes
and risks” with the same five determinants as the CDC.®

In a recent article on definations related to social determinants of health, Alderwick and Gottlieb
differentiate social determinants from other related terms with the idea that “Social determinants shape
health for better or worse.”® In this sense, social determninants include both social risk factors (discussed
below) and protective factors (community resources, resilience, hardiness, and other factors) that reduce
or mitigate social risk factors. Protective factors exist in every community and provide foundational
resources to build upon or improve community social health.

B. Social Risk Factors

An alternative but less common term “social risk factors,” defined in the National Academy of Sciences,
Engineering, and Medicine (NASEM) Committee on Accounting for Socioeconomic Status in Medicare
Payment Programs’ report “Accounting for Social Risk Factors in Medicare Payment: Identifying Social Risk
Factors.” This report defines social risk factors as “a set of constructs that capture the key ways in which
social processes and social relationships could influence key health-related outcomes.” This report lists
five factors: (1) socioeconomic position; (2) race, ethnicity and cultural context; (3) gender; (4) social
relationships; (5) residential and community context.” The first of these factors, “socioeconomic position,”
includes measures of income, wealth, education, and occupation and is used instead of the term
“socioeconomic status.”’

The NASEM report suggests using the term “social risk factors” to “broadly characterize a set of constructs
that capture the key ways in which social processes and social relationships could influence key health-
related outcomes in Medicare beneficiaries.”” This term better recognizes the role of individual resilience,
beliefs, attitudes, values, choices, and behaviors in health outcomes, in addition to the societal factors
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that may be less subject to an individual’s control. As such, social factors alone do not determine health
outcomes, and this Report uses the term “social risk factors” in preference to the term “social
determinants of health.”

Similarly, in their article Alderwick and Gottlieb define social risk factors as “specific adverse social
conditions that are associated with poor health” at the individual level.® They and others further define
social needs as the risk factors that an indivudal prioritizes to address.®®

C. Socioeconomic Status

The Improving Medicare Post-Acute Care Transformation (IMPACT) Act of 2014 required studies
evaluating the effect of social risk factors including individuals’ socioeconomic status (SES) on quality
measures and measures of resource use under the Medicare program. Socioeconomic status is typically
included as one of the many social risk factors, along with factors such as social support, community
context, and the built environment. The NASEM report used the term “socioeconomic position” and
includes measures of income, wealth, education, and occupation.’

D. Conceptual Models

Different conceptual models may be used to represent the role of social risk in health outcomes. These
models are not necessarily alternatives to the definition of social risk described above, but rather
complementary ways to understand how social risk influences individuals and their health.

Although these models are not explicitly referred to in later chapters of the Report, they are important
context in understanding why and how social risk factors are related to health outcomes. Each of these
models is evidence-based and describes a different potential pathway between social risk factors and
health outcomes. Therefore, at the individual-level, a social risk factor may influence a person’s health
through one or more of the pathways described in the models. The analytic sections of this Report will
evaluate the relationship between specific social risk factors and health outcomes, but not necessarily the
pathway of this relationship.

1. Health Care Access Model

Models of health care access, often include social risk and the NASEM used one such model in their report
(Figure 2.3). Using this framework, social risk factors such as socioeconomic position, gender, and social
relationships influence an individual’s clinical and behavioral risk factors. These social risk factors,
together with the individual’s decisions and behaviors, affect that individual’s health care utilization,
which in turn leads to specific health outcomes.’
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Figure 2.3. Health Care Access Model for Social Risk Factors
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For example, income, a component of the socioeconomic position risk factor (first column of the diagram),
may affect an individual’s ability to pay for health services. This limited ability affects the person’s access
to care (second column of the diagram) as they cannot get unaffordable health services (third column of
the diagram). Undiagnosed conditions or missed treatments may in turn lead to poor health outcomes
(last column of the diagram).

2. Ecologic Model

Social risk factors are often categorized as “upstream” or “downstream” determinants of health
depending on how they are assessed (Figure 2.4). Downstream determinants (health services such as
treatment of disease) and midstream determinants (addressing an individual’s social needs such as by
providing healthy meals or transportation) are localized factors that can be addressed at the individual
level, with a direct relationship to an individual’s health. Upstream determinants (such as air quality or
availability of low-income housing) are targeted at multiple individuals or communities.® Upstream
determinants have a smaller effect on each individual’s health but affect more individuals overall.>°
Factors in the ecologic model can be either social risk factors or protective factors that mitigate social risk.

March 2020 REPORT TO CONGRESS 49


https://www.nap.edu/catalog/21858/accounting-for-social-risk-factors-in-medicare-payment-identifying-social

Chapter 2: Social Risk and Health Care

Figure 2.4. Ecologic Model for Social Risk Factors
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Modified from: Castrucci B, Auerbach J. Meeting Individual Social Needs Falls Short of Addressing Social Determinants of Health.
Health Affairs Blog. January 16, 2019. (Accessed June 14, 2019, at
https://www.healthaffairs.org/do/10.1377/hblog20190115.234942/full/.)

As opposed to the health care access model, the ecologic model does not show a multi-step pathway
between social risk factors and health outcomes, but instead categorizes determinants or interventions
by how targeted or diffuse they are. For example, housing instability can be addressed through various
interventions. Selecting appropriate medications that do not need to be refrigerated for a homeless
beneficiary would be a targeted, downstream intervention addressing an individual’s need. Providing
temporary housing after hospitalization for homeless beneficiaries is a more midstream, but still fairly
targeted intervention. However, changing zoning regulations to increase low-income housing in a
community is diffuse, upstream intervention addressing the needs of the entire community.

3. Life Course Model

A final conceptual model to understand social risk factors is the life course framework. Under this model,
anindividual’s current health is influenced by the aggregate of that individual’s social risk over the lifespan
(Figure 2.5). This includes childhood and parental factors, adult factors, and family in adulthood.!!
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Figure 2.5. Life Course Model for Social Risk Factors

Family Childhood
Health Health
A Cycle of
Opportunity or
Obstacles
Adult
Health

Adapted from: Braveman P, Egerter S, Williams DR. The Social Determinants of Health: Coming of Age. Annual Review of Public
Health 2011;32:381-98. doi:10.1146/annurev-publhealth-031210-101218.

For example, early childhood experiences are associated with physical, behavioral, and cognitive
development, which in turn influence educational attainment. An individual’s educational attainment is
associated not only with their own health, but also the environment of their children, beginning the cycle
again.
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This chapter provides an overview of the specific tasks requested by Congress for Study A, submitted in
the December 2016 Report to Congress. By reviewing this study’s findings and the strategies for
addressing social risk it identified, this chapter provides context for understanding how this Report (Study
B) addresses remaining questions.

I. Study A

Study A was submitted as a Report to Congress in December 2016. For that Report, the Assistant Secretary
for Planning and Evaluation (ASPE) was tasked with using existing Medicare data to evaluate the role of
socioeconomic status (SES) in Medicare’s value-based purchasing (VBP) programs across care settings.

One of the first steps ASPE took under the IMPACT Act work was to ask the National Academies of
Sciences, Engineering, and Medicine (NASEM) to define and conceptualize socioeconomic status for the
purposes of Study A and Study B (this Report). The NASEM convened a panel of experts in the field, who,
after conducting an extensive literature review, concluded, as explained more fully in Chapter 2, that the
appropriate framework would be that of social risk factors instead of socioeconomic status. Social risk
factors include socioeconomic position, race, ethnicity, gender, social context, and community context.!
These factors are discussed at length in the Study A Report and the NASEM reports.!

Study A evaluated the role of social risk across the nine VBP programs that existed when the Report was
submitted. Available Medicare data included the following social risk factors: 1) dual enroliment in
Medicare and Medicaid (a marker for low income), 2) residence in a low-income area, 3) Black race, 4)
Hispanic ethnicity, and 5) residence in a rural area. Disability was also examined because it is related to
many social risk factors, was available in claims data, and was already used in some Medicare payment
calculations. Providers® in the top quintile for proportion of their beneficiaries with each social risk factor
(for example, the physicians with the highest proportion of dually enrolled beneficiaries) were considered
“safety-net” providers in Study A.

A. Findings
Study A had two main findings.

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),

@ Note that in this Report the term “providers” is used to indicate physicians, hospitals, dialysis facilities, nursing
facilities, Medicare Advantage contracts, etc.
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as well as higher resource use (e.g., higher spending per hospital admission episode). This finding
remained true even when comparing beneficiaries at the same hospital, health plan, accountable care
organization (ACO), physician group, skilled nursing facility, or home health agency. Dual enrollment in
Medicare and Medicaid was typically the most powerful predictor of poor performance among those
social risk factors examined, although the relationship between dual enrollment and outcomes varied
across quality and resource use measures. For the most part, these findings were moderate in size (dually
enrolled beneficiaries had 10-30% increase in poor outcomes like admission, readmission, and mortality)
and persisted after risk adjustment, as well as across care settings, measure types, and programs.

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 were assessed in 2016, these 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 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
VBP programs in which penalties were assessed, including programs in the hospital, physician group, and
dialysis facility settings. Medicare Advantage (MA) organizations caring for more socially at-risk
beneficiaries were also less likely to receive bonuses. 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.

Study A examined several options for accounting for social risk in VBP measures and programs, including
risk adjusting measures and assigning penalties within peer groups. Although the social risk factor of dual
enrollment was generally a statistically significant predictor of poor outcomes, adding dual enrollment to
measure risk adjustment had a small effect on average penalties or bonus payments for most VBP
programs. Assigning penalties within peer groups was more effective at equalizing payment adjustments
between safety-net and other providers.

Importantly, in every setting, be it hospital, health plan, ACO, physician group, skilled nursing facility, or
home health agency, some providers serving a high proportion of beneficiaries with social risk factors did
achieve high levels of performance. This suggests that high performance is feasible with the right
strategies and supports.

B. Strategies and Considerations

The Department’s goal is to develop VBP programs under which all Medicare beneficiaries receive the
highest quality health care services. In the context of the findings from Study A, it is clear that doing so
requires a multipronged approach. Proposed solutions that only account for social risk in quality measures
or program adjustments without considering the broader delivery system and policy context are unlikely
to fully mitigate the relationship between social risk factors and outcomes. Leveraging VBP programs
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carefully was deemed critical to enhancing, rather than threatening, access to and provision of high-
quality care for beneficiaries with social risk factors. To this end, the Department proposed three
strategies for Accounting for Social Risk in Medicare’s VBP Programs (Figure 3.1):

Figure 3.1. Strategies for Accounting for Social Risk in Medicare’s Value-Based Purchasing Programs

1. Measure and
Report Quality

for beneficiaries
with social risk
factors

Accounting for Social
Risk in Medicare’s
Value-Based
Purchasing Programs

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

Outcomes Quality
... Standards
for beneficiaries

with social risk for all beneficiaries
factors

The first strategy requires that performance on quality and outcomes be measured and reported
specifically for beneficiaries with social risk factors to allow policymakers and clinical leaders to identify,
track, and address disparities in care.

The second strategy is to set high, fair, quality standards for all beneficiaries. Whether the “fairest”
standard adjusts for social risk will depend on the type of measure and how the considerations outlined
earlier apply to that particular measure. Achieving this second goal also requires studying all measures to
determine whether accounting for frailty, medical complexity, functional status, or other factors might
improve their ability to fairly and accurately assess provider performance.

The third strategy—rewarding and supporting better outcomes—stems from the recognition that 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.
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Implementing these strategies requires:

a) Providing specific payment adjustments to reward achievement and/or improvement for
beneficiaries with social risk factors, and

b) Where feasible, providing targeted support for providers who disproportionately serve them.

Leveraging the power of VBP 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. In addition, providing targeted support, for example through quality improvement
programs designed specifically for beneficiaries with social risk factors, is critical to ensuring that all
beneficiaries can have the best health outcomes possible. Ensuring that current base payments are
adequate to support high-quality care for beneficiaries with social risk factors is another key component.

Study A included specific considerations for applying each these strategies to Medicare payment
programs, as described 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

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, for this to be feasible, two issues must be addressed: first, data would need to be
collected on enough beneficiaries for performance assessment by subgroup; 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 incentivize reducing them.

Quality measures help systems, providers, and accountable entities prioritize areas for particular focus,
allowing specific measures targeting equity within existing value-based purchasing programs to
encourage providers to focus on reducing disparities. These measures might include 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 Study A were, at the time, new or evolving. 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
a prospective study is the section in the first Report examining the all-cause hospital readmission
measure, which the Hospital Readmissions Reduction Program (HRRP) proposed for implementation.
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These analyses demonstrated that moving to such a measure, in the absence of other program changes,
could disproportionately impact the safety net. Similarly, analyses in Study A examining changes to the
Hospital-Acquired Condition Reduction Program (HACRP) demonstrated that these may negatively
impact safety-net hospitals. These types of analyses are important for policymakers to consider as
Medicare’s value-based purchasing programs continue to evolve.

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.

While there is no all-encompassing approach to determining whether measures should be adjusted for
social risk, these decisions should consider the benefits and concerns of adjustment discussed above.
Additionally, it is important to consider empirical evidence on the relationship between the social risk
factor and the outcome, including any evidence that need or complexity may be driving differences in
performance, or if the differences in performance may be related to true differences in the quality of
care delivered to beneficiaries with social risk factors. 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 result from underlying differences in medical complexity, frailty, disability, and/or functional status
of beneficiaries. 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. To make VBP programs
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.

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.

Systems, providers, and accountable entities who achieve high-quality outcomes and/or improvement
in health outcomes for beneficiaries with social risk factors should be rewarded. This could be achieved
by leveraging the power of value-based purchasing within existing VBP programs to provide specific
payment adjustments to reward such providers, providing important incentives for achieving high-
quality and/or improved health outcomes and helping offset any real or perceived disincentives under
VBP programs to caring for beneficiaries with social risk factors. Such opportunities would also highlight
the need to focus on and improve outcomes for at-risk groups.
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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.
Specific support and technical assistance programs for 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.

Demonstrations and models are promising strategies for identifying and testing innovative strategies
that may meet the unique needs of beneficiaries with social risk factors. These include the
demonstration programs that focus on coordinating benefits between Medicare and Medicaid,
supplemental benefits in the Medicare Advantage program, and CMMI’s Accountable Health
Communities model, and other models.

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 relatively 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
VBP adjustments as outlined in Consideration 1 above — 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 a current example of such add-on payments for social risk, as are higher payments in Medicare
Advantage contracts to provide care for beneficiaries with social risk factors. However, because no such
provision currently exists for physicians in the outpatient setting, skilled nursing facilities, dialysis
facilities, and other care settings, the costs and value in doing so should be studied.

C. Unanswered Questions

The scope of Study A (using existing Medicare data to evaluate the role of social risk on Medicare’s VBP
programs), left some unanswered questions that are important to developing the Secretary’s
recommendations to account for social risk as required by the IMPACT Act.

1. What is dual-enrollment status really measuring?

Study A found that dual-enrollment status is the strongest predictor of poor outcomes among the social
risk factors evaluated. However, only a few social risk factors (dual enrollment, residence in a low-income
area, Black race, Hispanic ethnicity, and residence in a rural area) are available in existing Medicare data.
Other social risk factors that are not available in Medicare data may be both correlated with dual
enrollment and predictors of poor outcomes in quality and resource use measures. In this case, the
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observed effect of dual-enrollment status may be, in part, capturing these other unmeasured social risk
factors.

Study A also correlated dual enrollment with higher medical risk, including medical complexity. Although
all the measures evaluated in Study A accounted for some medical risk factors (particularly comorbidities),
current risk adjustment rarely includes medical complexity or functional risk. As with the unmeasured
social risk factors, the observed effect of dual-enrollment status may capture unmeasured medical
complexity or functional risk (that is, physical or cognitive impairments that impair functioning).

It is important to determine whether some of the observed difference in outcomes for dually enrolled
beneficiaries could be attributable to unmeasured medical or social risk factors. The study described in
this Report uses expanded measures of both medical and social risk—the latter from data not employed
for Study A.

2. What is the relationship between social and medical risk?

Some of the analyses in Study A, specifically the analysis of the 30-day Medicare Spending per Beneficiary
(MSPB) measure included in the Hospital Value-Based Purchasing (HVBP) program, evaluated both social
risk factors and medical complexity (that is, having multiple medical risk factors). In the MSPB measure,
socially at-risk beneficiaries (as measured by dual enrollment) were more likely to be medically complex,
and adjusting for medical complexity reduced the effect of dual enrollment on episode spending.

Because medical complexity and functional risk may be more prevalent in socially at-risk beneficiaries,
better understanding of the association between social and medical risk may help in evaluating the
independent role of social risk.

3. What social risk data are currently being collected? What additional measures of social risk are
available?

Study A focused on existing Medicare data, which include only a limited number of social risk factors.
Because providers and health plans may collect additional social risk information about beneficiaries, this
Report asks what data are being collected and how the data are being used to improve care for socially
at-risk beneficiaries. The Report also raises the question of whether additional measures of social risk are
available, and if so, how these factors are being captured.

4. What can be learned from current efforts to address social risk?

In Study C, the NASEM reviewed the literature on strategies employed by providers serving socially at-risk
beneficiaries and identified six promising practices for improving care for socially at-risk beneficiaries. As
described in the 2016 Report, these practices are:2

e Commitment to health equity: value and promote health equity and hold yourself accountable
e Data and measurement: understand your population’s health, risk factors, and patterns of care
e Comprehensive needs assessment: identify, anticipate, and respond to clinical and social needs
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e Collaborative partnerships: collaborate within and across provider teams and service sectors to
deliver care

e Care continuity: plan care and care transitions to prepare for patients’ changing clinical and social
needs

e Engaging patients in their care: design individualized care to promote the health of individuals in
the community setting populations

This Report addresses these unanswered questions using both quantitative (in Section Two) and
qualitative (in Section Three) analyses. It builds on the 2016 NASEM report by including efforts to address
social risk that have evolved since that report and looks at specific interventions to address beneficiaries’
social risk factors in the health care system by both considering the data that providers and plans are
collecting on social risk as well as public perspectives on collecting and using social risk factor data.

In addition to these unanswered questions, there has been a discussion about social risk factors and
considerable progress toward addressing them since the publication of the first Report in 2016. These
developments have shifted the policy discussion and policy questions from focusing solely on whether
quality and resource use measures should be adjusted for social risk to how HHS and value-based
transformation efforts can support addressing social risk factors to improve health outcomes.

Il. Progress since Study A

Since the December 2016 completion of Study A, interest in social risk has expanded rapidly. At the same
time, VBP programs have expanded into additional care settings and payment models. The task given to
ASPE—to address the role of social risk in Medicare’s VBP programs and to create a high-value health care
delivery system—sits at the intersection of these two trends (Figure 3.2).

Figure 3.2. Intersection between Value-Based Purchasing and Addressing Social Risk

ASPE’s _
Value-Based Congressionally Addressing

Purchasing Mandated Social Risk
Reports

In the VBP space, there is a growing literature evaluating how well programs have achieved their
objectives and whether they have led to unintended consequences.>® These issues represent an active
area of research and discussion and will continue to do so as more VBP programs are developed and
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existing programs mature. In addition to addressing social risk, these issues are important to consider
when contemplating changes to existing programs. While beyond the scope of this Report, in which ASPE
was asked to evaluate the role of social risk on quality measures and resource use measures and payment
adjustments based on those measures, future work is needed to better understand the success of VBP
programs in general.

Despite substantial movement in the discussion and policies involving the role of social risk in Medicare’s
VBP programs, the question of how to account for social risk in these programs remains unresolved. In
this area, much of the focus has been on the HRRP because it was one of the first VBP programs
implemented, has potentially large penalties (up to 3% of base payments), and includes only one outcome
(readmissions). Consistent with other published studies, Study A found that socially at-risk beneficiaries
were more likely to be readmitted for the conditions included in the HRRP, and that safety-net hospitals
treating more of these beneficiaries were more likely to face HRRP penalties.”'* After the program was
implemented, these disparities lessened as readmission rates declined faster for socially at-risk
beneficiaries and safety-net hospitals, but still remained higher than for other groups.>'” However,
because penalties are assessed based on a hospitals’ relative performance, safety-net hospitals were
more likely to receive penalties and had greater increases in penalties than other hospitals during the
program’s first few years.® Such findings have drawn concern that penalties to safety-net hospitals may
reduce their already small financial margins, making it harder to improve quality and avoid future
penalties.®

Since safety-net hospitals faced higher penalties than other hospitals in the first years of the HRRP, several
options have been proposed to reduce their penalty burden, most commonly by including social risk
factors in the readmission measures’ risk adjustment. Study A found that including one social risk factor,
dual enrollment, in risk adjustment had a small effect on hospitals’ readmission rates and a smaller effect
on HRRP penalties, consistent with other published research.?’ Adjusting for neighborhood-level social
risk, rather than beneficiary social risk, has also been evaluated and reduces the disparity in readmissions
at the beneficiary level, especially for those living in the most socially at-risk neighborhoods.??? Similar
to adjusting for dual-enrollment status, though, adjusting for neighborhood-level social risk does not
affect hospitals’ readmission rates much on average, although it does reduce the variation between
hospitals’ rates, as does any additional risk adjustment.?®2?* Despite the small changes to the average
readmission rates for safety-net hospitals, one study found that adjusting for social risk factors moved
22% of penalties from safety-net hospitals to those treating more affluent patients.?

Following the recommendation of an expert panel to allow measure developers to include socioeconomic
factors in measures, the National Quality Forum (NQF) conducted a trial period for such adjustments
during the HRRP’s first years. This trial period required measure developers to evaluate the conceptual
and empirical relationship between socioeconomic factors and measure outcomes.? Social risk was found
to have a conceptual relationship and to be a statistically significant predictor of readmissions. However,
measure developers did not include social risk in the final risk adjustment model as hospital-level factors
were found to be stronger than patient-level factors in outcomes. In the final trial period report, the NQF
consensus standards committee noted that the issue of adjusting readmission measures for social risk
remained unresolved.?
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In response to concerns about the higher penalties for safety-net hospitals and findings that risk

adjustment would likely not change penalties on average, Congress mandated that beginning in fiscal year

2019, HRRP penalties be assigned within hospital peer groups determined by the proportion of dual-

eligible beneficiaries that a hospital treated as a transitional adjustment for dual eligibles. However, the

statue also allows the Secretary to take into account the findings from the Report for applying risk

adjustment methodologies in the future.?® The peer grouping policy was implemented in October 2018,

with penalties assigned within five peer hospital groups stratified by the proportion of beneficiaries

eligible for both Medicare and full-benefit Medicaid.?® First-year results suggest that the new

methodology reduced penalties for all hospitals, but more for safety-net hospitals, as well as reducing the

number of safety-net hospitals penalized.3® Although the change in penalties for individual hospitals

varied substantially, overall this approach reduced penalties for safety-net hospitals as intended.?!
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This chapter describes the quantitative approaches used in this Report to address the initial three research
guestions from Study A, which examined quality and resource use measures in Medicare’s value-based
purchasing (VBP) programs. This Report builds on Study A’s analyses by including additional functional
and social risk factors.

As with Study A, 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? serving beneficiaries with social risk factors under specific programs. In addition, this Report
analyzes policy options that could potentially address social risk factors to quantify the impact of these
potential policies on providers serving beneficiaries with social risk factors.

Study A evaluated all the existing Medicare VBP programs in 2016 and found a consistent relationship
between social risk, particularly dual enroliment, and both beneficiary and provider performance on the
measures and programs. Study A also found that beneficiaries with social risk factors are more likely to
be medically complex (defined as having multiple medical risk factors), as measured by the number of
comorbidities. This Report evaluates a number of additional medical risk factors, specifically functional
risk factors (defined as physical or cognitive impairments that impair functioning), to determine whether
these may be mediating the relationship between social risk and quality and resource use.

The analyses done for this Report build on those findings and use added data sources to focus on fewer
measures and VBP programs to evaluate additional measures of functional and social risk. Although not
all quality and resource use measures or VBP programs were evaluated, the same measures, programs,
and analytic approach were used across risk factors to establish a consistent body of evidence to inform
conclusions and considerations within the Medicare program. Specific programs were chosen to represent
a variety of providers and care settings (specifically, hospitals, physicians, and post-acute care) and
measures that include more beneficiaries to allow for analysis of survey data with a smaller sample size.

I. Research Questions

Analyses were structured around three research questions, as shown in Table 4.1:
Table 4.1. Research Questions

1. What is the association between social risk factors, medical risk factors, and patient outcomes

on Medicare quality and resource use measures?

e Example: Are beneficiaries who live alone more likely to be readmitted after a hospitalization for
congestive heart failure?

e Example: Are beneficiaries with functional risk factors more likely to have higher annual costs of
care?

@ Note that in this Report the term “providers” is used to indicate physicians, hospitals, dialysis facilities, nursing
facilities, Medicare Advantage contracts, etc.

March 2020 REPORT TO CONGRESS 65



Chapter 4: Analytic Approach

. What is the association between social risk factors, medical risk factors, and provider

performance on Medicare quality and resource use measures?

e Example: Do hospitals who treat more socially and/or functionally at-risk beneficiaries have higher
readmission rates?

e Example: Do physician practices with a higher proportion of socially and/or functionally at-risk
patients have higher average annual per capita costs?

. How would accounting for social risk or unmeasured medical risk affect provider performance

on quality and resource use measures and in quality programs?

e Example: Under the Hospital Readmission Reduction Program, would accounting for beneficiary
social and functional risk change proportion of safety-net hospitals receiving penalties?

e Example: Are physician practices with a higher proportion of socially at-risk patients more likely
to receive a downward payment adjustment in the physician Merit-based Incentive Payment
System (MIPS)?

Il. Statistical Approach, by Research Question

1. What is the association between social risk factors, medical risk factors, and patient outcomes on
Medicare quality and resource use measures?

The first step was to evaluate the prevalence of each risk factor in the full Medicare population, as well as
in the dually enrolled population and non-dually enrolled population.

To evaluate the role of each risk factor on quality and resource use measures in the full population, raw
performance on claims-based measures (readmissions, admissions, costs, etc.) was first calculated for
beneficiaries having the risk factor of interest versus beneficiaries not having that risk factor (e.g., living
alone versus not living alone, frail vs. non-frail). Statistical models were then used to adjust the raw
difference in performance for medical risk factors currently included in the measure’s risk adjustment, as
well as social risk factors, such as dual enrollment, not currently included. Additional models then
examined the impact of new measures of social and medical risk. Of particular interest was the impact
these new measures had on the performance differences that Study A had estimated between dually
enrolled and non-dually enrolled beneficiaries.

For each social or functional risk factor, all models included risk adjustment based on Centers for Medicare
& Medicaid Services (CMS) specifications for each particular measure.? Models included:®

1) Risk adjustment only
2) Risk adjustment and additional adjustment for dual enrollment
3) Risk adjustment, dual enroliment, and additional adjustment for the risk factor of interest

@ 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.

b Model performance statistics, such as R? or c-statistics, were included to understand the improvement in the
model’s predictive power with the different risk-adjustment variables.
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4) Risk adjustment, dual enrollment, and all available social and functional risk factors

The first two models replicated Study A as a baseline. The third and fourth models evaluated the marginal
effect of the risk factor of interest on the measure. These models were repeated for each of the patient-
level social risk factors of interest.

2. What is the association between social risk factors, medical risk factors, and provider performance
on Medicare quality and resource use measures?

For functional risk factors, analyses were conducted to quantify the effect of receiving care from safety-
net providers, i.e., providers treating a high proportion of socially at-risk beneficiaries. These analyses
could not be replicated for the additional social risk factors due to the small sample size of the data set
including social risk factors, the Medicare Current Beneficiary Survey (MCBS). However, claims-based
social risk factors were included. For these analyses, safety-net providers were defined as those serving
the highest proportion (top 20%) of dually enrolled beneficiaries, with the exception of hospitals that used
the top 20% by disproportionate share (DSH) Index.? Models were re-run at the patient level with a
random effect for provider, including both patient-level and provider-level social risk as predictors. For
these models, the primary predictor was the provider type (e.g., high-dual hospital, or rural dialysis
facility); these models yielded the total effect of being cared for by a particular type of provider after
accounting for additional patient-level social and functional risk factors.

3. How would accounting for social risk or unmeasured medical risk affect provider performance on
quality and resource use measures and in quality programs?

Analyses were next run to determine whether providers with a high share of beneficiaries with functional
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 VBP programs.
Because of these processes, even if providers serving beneficiaries with functional risk factors do more
poorly on the individual measures examined, they could conceivably 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.
Since a hospital with a high overall score may have received this score due either to high levels of
achievement or high levels of improvement, providers with poor absolute performance that 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, performance
and scoring were examined for providers serving 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 models 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

@ The DSH index includes the proportion of dually enrolled beneficiaries the hospital treats and the proportion of
Medicare beneficiaries receiving supplemental security insurance (SSI).
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on more general domains (e.g., clinical outcomes), and finally on total performance score for each
program.

This third set of analyses was designed to help policymakers understand how accounting for social and
functional risk in Medicare payment programs might change the way programs impact providers serving
beneficiaries with social and/or functional risk factors. As with the second research question, this Report’s
policy simulations focused on risk factors available in Medicare claims, particularly functional risk and
dual-enrollment status, as the latter was the dominant social risk factor found in Study A. Additionally,
some simulations included adjustments for area-level social risk factors as these are also available for all
Medicare beneficiaries.

For each policy option, the impact was calculated by repeating the calculation of the program score or,
when available, payment changes under the new scenario, and then calculating the difference between
the status quo and the policy option for safety-net and non-safety-net providers. For the Hospital
Readmission Reduction Program, for example, penalties for individual hospitals were calculated with and
without adjustment for social and functional risk factors, and the penalties for safety-net versus non-
safety-net hospitals were compared under the status quo versus the adjusted option.
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Although ensuring that socially at-risk beneficiaries receive high-quality care requires a multipronged
approach, as discussed in earlier chapters, much of the policy discussion concerns whether and how
quality and resource use measures should account for differences between beneficiaries. This is part of a
broad discussion encompassing all differences between individuals, including differences in both social
and medical risk.

I. The Role of Risk Adjustment

Risk adjustment is a statistical approach that allows comparisons between groups or individuals that are
fundamentally different in ways that would likely affect their health outcomes. For example, appropriate
risk adjustment allows for comparisons between individuals of different ages with different pre-existing
conditions. It also allows a provider treating a primarily low-income population to be compared to a
provider treating a primarily high-income population. Risk adjustment most commonly involves adding
variables to the statistical model, and may include demographics, medical risk, prior utilization, and/or
social risk.

Figure 5.1. Potential Risk Adjustment Factors

. . . Prior . .
Demographics Medical Risk e Social Risk
grap Utilization
e Prior Health Beneficiary-
i Age | Comorbidities Service Use Level Risk**
| Gender Functional | Prior | Area-Level
Risk* Spending Risk
= Disability
Diagnosis/
Severity

*This Report includes the recommendation to include functional risk in the standard risk adjustment framework.

**This Report includes the recommendations to adjust resource use and patient experience measures for dual enrollment status
as a beneficiary-level social risk factor, but not to adjust quality process or outcome measures for social risk.

Note: This Report does not include specific recommendations for other potential risk adjustment variables.
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Figure 5.1 shows potential factors that can be used in risk adjustment models. Demographics include age
and gender. Medical risk includes all measures of physical health, including comorbid conditions such as
heart failure or diabetes, functional risk factors such as frailty or cognitive status, and physical disabilities
such as vision or hearing impairment. The severity or cumulative impact (such as medical complexity
counting the number of comorbid conditions a beneficiary has) may also be included as part of medical
risk adjustment. Beyond a beneficiary’s underlying medical risk, prior utilization, measured by health
services or spending, may be included. Finally, social risk factors include both beneficiary-level factors,
such as poverty or social support, and area-level measures, such as the poverty rate in the beneficiaries’
county or the availability of healthy food options.

This Report will use two different terms for risk adjustment, depending on whether payments or measures
are involved. It uses the term “case-mix adjustment” to refer to risk adjustments made to provider
reimbursement rates to account for expected differences in health care utilization between patients. It
uses the term “risk adjustment” to refer to adjustments made to quality and resource use measures to
account for differences in expected outcomes between patients. However, the principles and methods
are the same for both case-mix adjustment and risk adjustment.

By reviewing the history of case-mix adjustment approaches, this chapter illustrates the evolution of these
techniques, which range from grouping patients into similar diagnostic groups to extensive multivariate
models. This is followed by an examination of risk adjustment of quality and resource use measures along
several dimensions: the intended use of the measures, types of measure, and the proximity of care to
outcomes evaluated. The next section focuses in greater depth on the role of risk adjustment in
Medicare’s VBP programs and the types of measures used in those programs. The chapter ends with a
review of the new medical risk factors examined in Study B and evaluated in this Report.

A. Case-Mix Adjustment in Medicare Payments

Case-mix adjustment approaches were originally developed to adjust provider reimbursement for
differences in patients’ clinical and demographic characteristics. Current examples include the Medicare
Severity-Diagnosis Related Groups (MS-DRGs) for inpatient hospital stays, Resource Utilization Groups
(RUGSs) to determine relative resource intensity for skilled nursing facility (SNF) episodes, and hierarchical
condition category (HCC) risk scores to determine payments to Medicare Advantage (MA) plans. Most of
these approaches use claims and administrative data to adjust for age, gender, disability, institutional
status, Medicaid enrollment, and principal diagnosis that may reflect severity, complications, and/or
comorbid conditions. For Medicare post-acute care payments, clinician-assessed functional assessments
are also included in the reimbursement case-mix adjustment. Medicare reimbursements also typically
adjust for geographic differences in the cost of providing care across the country.

Medicare uses a range of payment approaches from fixed-fee schedules for specific services, to
prospective payments for hospital or post-acute care stays, to capitated payments for MA plans (Table
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5.1). New bundled payment models that reward providers?® for reducing episode costs being tested by the
Center for Medicare & Medicaid Innovation (CMMI) also case-mix adjust payments.

1. Traditional Medicare: Fee Schedule Payments

Under a fee-schedule payment model, providers are accountable for care provided during the encounter
and paid on a per-visit or per-procedure basis. These payments generally are not case-mix-adjusted for
beneficiary characteristics.

2. Traditional Medicare: Prospective Payments

Beginning in the 1980s, Medicare introduced prospective payments to control growing costs, starting with
hospitals and later expanding to other care settings. Although these payments are part of traditional
Medicare, they are slightly different from the fee-schedule payments described above. These payments
typically reflect a bundle of services provided within the care setting, and as such may simply charge the
average costs for the episode, or may further adjust for the differences in expected service use during the
stay.! For example, hospital prospective payments incorporate some case-mix adjustment using the MS-
DRG case-mix adjustment system, which is based on the severity of the primary diagnosis at admissions,
but they do not account for prior comorbidities. Prospective payments for some post-acute services, such
as skilled nursing facility (SNF), inpatient rehabilitation facilities, and home health stays, case-mix adjust
for a more comprehensive range of factors, including comorbid conditions, functional limitations, and
expected intensity of nursing services.

3. Medicare Advantage: Capitated Payments

At the other end of the reimbursement spectrum from fee-schedule payments are capitated payments to
MA plans, where plans take on financial risk for all an enrollee’s health needs for a fixed payment. Case-
mix adjustment in capitated payments began when the Balanced Budget Act of 1997 required that
capitated payments to Medicare health maintenance organizations (now MA plans) account for the
variation in expected health care costs across organizations. The initial case-mix adjustment models
included demographic factors such as age, gender, and Medicaid eligibility. The goal of case-mix adjusting
capitation payments was to deter health plans from cherry-picking healthier enrollees who were likely to
have lower costs. The Medicare Modernization Act of 2003 allowed the Secretary of Health and Human
Services to, “adjust the [capitation] payment amount...for such risk factors as age, disability status, gender,
institutional status, and such other factors as the Secretary determines to be appropriate, including
adjustment for health status.”? Since 1997 these changes have led to greater enrollment in MA of more
complex patients and dually enrolled beneficiaries. This is notable because prior to these years, MA
enrollees were more likely to be healthier than traditional Medicare beneficiaries.? Previously, dually
enrolled beneficiaries were also more likely to disenroll from MA plans, potentially because their needs
were not adequately met.*

@ Note that in this Report the term “providers” is used to indicate physicians, hospitals, dialysis facilities, nursing
facilities, Medicare Advantage contracts, etc.
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Current