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Introduction 

Over the last 20 years, the United States has witnessed 
a shift from little readily available information about 
the performance of the health care system to the use 
of a wide variety of measures in different ways by 
multiple entities (Cronin et al., 2011). The explosion 
of performance measures and the public reporting of 
performance have served important functions in rais-
ing awareness of deficits in quality and stimulating ef-
forts to close measured gaps (O’Neil et al., 2010). De-
spite the important gains, serious concerns have been 
raised about the value of performance measurement 
in its current state, including the validity and reliability 
of measures, the burden and complexity of measur-
ing performance, substantial gaps in measuring im-
portant aspects of care, and limited evidence regard-
ing the fundamental premise that measurement and  

reporting drive improvement. The purposes of this 
paper are to identify the requirements of a valid and 
useful performance-measurement and performance-
reporting system and to suggest a pathway to a better 
system. The timing of this paper is important inasmuch 
as the recent goal of moving away from rewarding vol-
ume to rewarding value depends on having valid and 
accurate measures so that the quality of care being de-
livered can be known and improved. 

Transparent reporting of the performance of the 
health care system is often promoted as a key tool for 
improving the value of health care by improving qual-
ity and lowering costs, although the evidence of its ef-
fectiveness in achieving higher quality or lower costs 
is mixed (Austin and Pronovost, 2016; Hibbard et al., 
2005; Totten et al., 2012; Whaley et al., 2014). Transpar-
ency can improve value by two key pathways: engaging 
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providers to improve their performance and informing 
consumer choice (Berwick et al., 2003). With respect 
to engaging providers, transparency can catalyze im-
provement efforts by appealing to the professionalism 
of physicians and nurses and by stimulating competi-
tion among them and their organizations (Lamb et al., 
2013). With respect to informing consumer choice, 
public reporting can provide patients, payers, and 
purchasers with information about performance and 
enable preferential selection of higher-quality pro-
viders, lower-cost providers, or providers that dem-
onstrate both characteristics. Although the potential 
for informing consumer choice exists, there is limited 
evidence to support the idea that consumers are us-
ing public reports in their current form to make better 
decisions (Faber et al., 2009; Shaller et al., 2014). We 
have pockets of success in public reporting that drive 
improved performance (Ketelaar et al., 2011), including 
the reporting of the Society of Thoracic Surgeons (STS) 
registries in cardiac surgery (Shahian et al., 2011a, b; 
Stey et al., 2015; STS, 2016); the Centers for Disease 
Control and Prevention’s (CDC’s) measures of health 
care–associated infections (CMS, 2016a; Pronovost et 
al., 2011); measures of diabetes-care processes, inter-
mediate outcomes, and complications (Smith et al., 
2012); and the Agency for Healthcare Research and 
Quality’s Hospital Consumer Assessment of Health-
care Providers and Systems (HCAHPS) measure (CMS, 
2016b; Elliott et al., 2010). Despite those successes, we 
have fallen short of the full potential of understand-
ing the performance of the health care system; for  
example, only a minority of heart-surgery groups have 
voluntarily reported their performance from the STS 
registry, and cardiologists do not appear to refer pa-
tients to cardiac surgeons who have the best outcomes 
(Brown et al., 2013). 

Health care organizations and providers frequently 
invest time and energy to improve their performance 
on reported measures and we should ensure that they 
are acting on valid information (Winters et al., 2016). 
That holds true for all types of measures—measures of 
outcomes (both clinically oriented and patient defined), 
quality, safety, and costs. The accurate measurement 
and reporting of health care system performance is 
important for all stakeholders. Patients, clinicians, pay-
ers, and purchasers need measures of absolute and 
relative performance to facilitate informed choice of 
providers, innovative benefit designs and provider  

networks, and alternative payment methods that sup-
port quality improvement and greater affordability 
(Damberg et al., 2011). With transparency of perfor-
mance results, markets are able to work more effec-
tively; this enables higher-quality providers to attract 
greater market share, assuming that the incremental 
revenue to be gained from additional market share is 
financially beneficial to them. Physicians and hospi-
tals need measures to make treatment decisions and 
to identify strengths and weaknesses so that they can 
focus their quality-improvement and performance-
improvement activities and monitor progress (Beren-
son and Rice, 2015). Transparency of performance 
facilitates identification of exemplary performers, who 
might in turn be emulated by others and encourage 
learning (Dixon-Woods et al., 2011). 

Although transparency is beneficial, it poses risks 
if the results being shared are not valid (Adams et al., 
2010; Austin, 2015; McGlynn and Adams, 2014). There 
is no standard for how reliable and valid a measure 
should be before it is publicly reported. Publicly re-
porting a measure whose reliability and validity are 
unknown poses risks, including disengaging clinicians 
from improvement work, and raises potential ethical 
concerns, such as imposing unjust financial and repu-
tation harm on physicians and provider organizations, 
misinforming patients about the risks and benefits as-
sociated with a treatment option, and guiding patients 
to riskier rather than to safer care (Winters et al., 2016). 

Medicine is based on science, but the science of 
health care delivery, its measurement, and how to im-
prove it is immature (Marjoua and Bozic, 2012). There 
are insufficient studies, little research investment, and 
a lack of agreement on the best way to measure how 
well health care providers deliver their services (Dixon-
Woods et al., 2012). The growth in measurement stems 
from a wide array of entities’ development and use of 
measures and methods to assess performance, includ-
ing accreditation organizations (such as the National 
Committee for Quality Assurance and The Joint Com-
mission), the Centers for Medicare & Medicaid Services 
(CMS), state Medicaid programs, commercial health 
plans, consumer review platforms (such as Yelp), and 
independent parties, ranging from nonprofits to for-
profit entities (such as HealthGrades and US News and 
World Report) (Jha, 2012). The variety of measures and 
methods and the lack of standards for measures and 
auditing of data have led to conflicting results in data 
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on quality, safety, patient experience, and cost (for ex-
ample, a large proportion of hospitals are rated as top 
performers by at least one rating program), which po-
tentially confuse those who want to use the data or en-
courage them to ignore the results altogether because 
they are incoherent or inconsistent (Austin et al., 2015).

The variety of measures and methods used to mea-
sure performance could be a product of different un-
derlying hypotheses and biases (Shwartz et al., 2015). 
For example, Consumer Reports and the Leapfrog 
Group both issue patient-safety composites for hos-
pitals (Consumer Reports, 2016; HSS, 2016). The two 
organizations have chosen to define safety differently: 
Leapfrog defines safety as “freedom from harm,” and 
Consumer Reports refers to “a hospital’s commitment 
to the safety of its patients.” The two organizations 
have chosen to include different measures in their 
composites to reflect their chosen definition of the 
construct (Austin et al., 2015). In this example, both or-
ganizations are fully transparent in their methods and 
underlying constructs, but most often the underlying 
hypotheses and biases are not transparent, and few 
are tested. When the data-collection and analytic pro-
cesses are fully transparent, a robust scientific mea-
surement process is possible. When the underlying 
hypotheses, assumptions, and biases of measurement 
methods are not transparent, confusion and misinfor-
mation can result. 

Key Issues, Cost Implications, and Barriers to 
Progress

Key Issue 1: The Process of Measuring and  
Reporting on the Health Care System’s  
Performance is Error Prone and Lacks Standards

The variation in reports about the quality of care can 
be a function of true variation in quality, of the quality 
of the underlying data, of the mix of patients cared for 
by the provider, of bias in the performance measure, 
and of the amount of systemic or random error (Parker 
et al., 2012). Data used for performance measurement 
are often first developed for a different purpose, such 
as billing or meeting regulatory requirements. If the 
data were generated for a different purpose, it would 
not be surprising if they were problematic for “off- 
label” use (Lau et al., 2015). 

There are four key steps in measuring and re-
porting health care system performance, with an  
opportunity for error in each step, different entities 

involved in each step, and no entity entrusted with en-
suring the validity of the entire process (Austin et al., 
2014). The first step of the process is developing and 
specifying the performance measure. Developing the 
measure includes deciding what dimension of care is 
to be measured; when done well, it requires thinking 
about whether the dimension is a key aspect of care 
delivery, what evidence supports focusing on that di-
mension, and the likelihood that existing sources of 
data can be used to measure the dimension (McGlynn, 
2003). Specifying the performance measure includes 
identifying the measure’s population of interest, the 
outcome or process of interest, and, if appropriate, the 
model for risk adjustment. Entities involved in measure 
development include measure developers and profes-
sional societies. The National Quality Forum (NQF) uses 
a multistakeholder consensus-development process 
to vet performance measures and endorses the ones 
that meet the criteria of importance, scientific accept-
ability, feasibility, and usability (NQF, 2016a). Although 
that process has helped to improve measures, the cri-
teria are not evaluated in a strict quantitative sense. 
The NQF does not define specific validity tests for dif-
ferent types of measures, report a measure’s validity 
and reliability, or define specific thresholds for valid-
ity and reliability for endorsement. For example, the 
NQF endorsed the Patient Safety Indicator-90 (PSI-90) 
measure, for which the measure developer conducted 
construct validity testing by examining the association 
between the composite performance score and hospi-
tal structural characteristics potentially associated with 
quality of care (Owens, 2014). A complementary, and 
perhaps stronger, approach for demonstrating the 
construct validity of the score, which is based on ad-
ministrative data, is to compare the positive predictive 
value (PPV) of the administrative data with the medi-
cal chart. A recent study that examined that approach 
found that none of 21 PSIs met a PPV threshold of 80%; 
the validity of most of the individual component mea-
sures that make up the PSI-90 composite was low or 
unknown (Winters et al., 2016). In addition, those who 
measure and report health care performance do not 
have to use NQF-endorsed measures. How do we en-
sure the validity and reliability of all performance mea-
sures used to hold the health care system account-
able? How do we make transparent how “good” the 
measure is? Is the measure “fit for purpose”? That is, 
can it be applied as the user intends it to be?
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The second step of the process is identifying and col-
lecting the data used to populate measures and ensur-
ing that the data are accurate for the intended purpose. 
Entities involved in obtaining data for measurement in-
clude physicians, hospitals, survey vendors, health sys-
tems, and payers. With the exception of data from the 
National Committee for Quality Assurance (NCQA)—
which measures health plans, some clinical registries, 
and a small number of state health departments that 
validate health care–associated infection data—few 
of the data used for performance measurement are 
subjected to systematic quality-assurance procedures 
that are specific to the intended use for measurement. 
Such procedures can include assessment of the extent 
of missing data or out-of-range values. Challenges in-
clude incomplete or fragmented data and providers or 
sites that differ from one another in coding or record-
ing of data. More is known about variations in claims 
data because of its longer history of use than about 
variations commonly occurring in data from electronic 
medical records (EMRs); EMRs might become a more 
frequently used data source for quality measurement 
in the future. The recommendation of systematic qual-
ity assurance aligns with the 1998 President’s Advi-
sory Commission on Consumer Protection and Qual-
ity in the Health Care Industry recommendation that  
“information on quality that is released to the general 
public to facilitate comparisons among health care 
organizations, providers, or practitioners should be 
externally audited by an independent entity” (AHRQ, 
1998). How do we ensure that the data used to popu-
late measures are “good enough”? And how good is 
“good enough”? NCQA has developed and implement-
ed an auditing process for its Healthcare Effectiveness 
Data and Information Set (HEDIS) performance mea-
sures that could serve as a model for others (NCQA, 
2016).  

The third step is applying the data to the specified 
measure. This step is a common source of variation. 
Multiple sources of data are used for measuring qual-
ity, safety, and cost, including claims, medical records, 
and surveys. Each has strengths and weaknesses that 
must be considered in the context of a particular mea-
sure. Entities that conduct measurement often state 
that they are using a “standard, endorsed” measure, 
but in the measurement program there may be minor, 
or even major, deviations from the endorsed mea-
sure, differing interpretations of what the measure  

specifications mean, different sources of data, and “ad-
justments” of standards for convenience or adminis-
trative simplification. For example, NCQA’s HEDIS mea-
sure of breast-cancer screening attributes patients to 
clinicians by including patients who had any enroll-
ment, claim, or encounter with a given clinician in the 
denominator population. A state-based quality collab-
orative chose to narrow the denominator of this mea-
sure to include only patients who had a primary care 
visit with the measured clinician (NQF, 2016b). Such 
variation in how the measure is implemented probably 
means that the validity of the results is unknown and 
the results are possibly not comparable.

For measures that are publicly reported, the fourth 
step is creating the public report. Errors at each step 
in the process cascade and compound, potentially im-
parting significant biases in published reports. In addi-
tion, variations in reporting templates, levels of detail, 
graphics, and many other factors are sources of varia-
tion in look, feel, interpretability, and usability of infor-
mation. Entities involved in creating reports include 
government, consumer groups, consumer-oriented 
Web sites, news-media organizations, health plans, 
purchasers, and providers. Approaches to categoriz-
ing and communicating results have undergone little 
systematic evaluation (Totten et al., 2012). For exam-
ple, several researchers raised methodologic concerns 
about how the results of a recent (2015) ProPublica 
measure of surgeon quality were constructed and re-
ported, inasmuch as performance categories were de-
termined by using the shape of the distribution of ad-
justed surgeon complication rates for each procedure 
and the thresholds chosen did not reflect statistically 
significant differences from the mean (Friedberg et al., 
2015). Questions that still need to be answered about 
the best way to report results include, Should differ-
ences in categories be statistically significant? Should 
the differences be clinically or practically significant? 
Are users able to interpret the display accurately? 
Should current performance be displayed in the con-
text of a trend over time? 

Key Issue 2: The Health Care Measurement and  
Reporting Enterprise Could Benefit from Standards 
and a Standard-Setting Organization

In light of opportunities for error in each step of the 
measurement and reporting process and tensions 
regarding the release of performance measures of 
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uncertain validity (such as CMS’s overall quality “star” 
ratings for hospitals), standard-setting could stimu-
late improvements in the integrity of the underlying 
data and methods used to generate performance 
measures. One possible opportunity is to learn from 
financial reporting standards and emulate the Finan-
cial Accounting Standards Board (FASB). FASB estab-
lishes financial accounting and reporting standards 
for public and private companies and not-for-profit 
organizations that follow Generally Accepted Account-
ing Principles (Pronovost et al., 2007). FASB’s mission 
is to establish accounting and reporting standards 
whose faithful implementation results in financial re-
ports that provide useful and standard information 
to investors, creditors, and other providers of capi-
tal. FASB develops and issues its standards through a 
transparent and inclusive process. FASB originated in 
the early 1970s, when capital-market participants be-
gan to recognize the importance of an independent 
standard-setting process separate and distinct from 
accounting professionals, so that the development of 
standards would be insulated from the self-interests of 
practicing accountants and their clients (FASB, 2016). 
The standards developed by an “FASB for Health Care” 
would need to be informed by and to inform a num-
ber of stakeholder audiences. The idea of an “FASB 
for Health Care” has been discussed in many circles 
for a number of years; now may be the right time for 
its development. We spent the better part of the last 
2 decades in bringing health care stakeholders along 
to the ideas of performance measurement and trans-
parency of data. We have reached a shift in the health 
care environment in which measurement and trans-
parency are now considered the “norm,” and this al-
lows us to set priorities for improving the robustness 
of these systems. In addition, with the current focus 
on paying for value instead of for volume, an idea that 
depends on valid performance measures, the need for 
a robust measurement and reporting process is more 
important than ever. We may have to settle for imper-
fect measures in the short term, but having standards 
for health care performance measures would make it 
possible to set thresholds for minimum performance 
of a measure before the measure is used or at least to 
understand, and make transparent, the imperfectness 
of the measure. 

Key Issue 3: Further Research and Development 
in Health Care Performance Measurement and  
Reporting Are Needed

The process of measuring and reporting health care 
system performance could be thought of as a “system-
level” intervention that needs to be studied for efficacy, 
effectiveness, cost effectiveness, and impact. Ques-
tions that still need to be answered include, What are 
the benefits of and unintended risks posed by public 
reporting, and do these vary by type of measure? For 
which conditions and types of patients is public report-
ing useful or not useful? What do we know about the 
types of public-reporting tools that are useful for dif-
ferent stakeholders and about how and when they 
should be used? When is a measure so biased that it 
risks doing more harm than good? How do we improve 
our understanding of how consumers make decisions, 
given that many consumers already assume care to be 
of high quality and safe (Hibbard and Soafer, 2010)? Is 
the cost of measuring and reporting on quality for an 
area justifiable? What attributes of measures engage 
clinicians to improve?

We need to improve measures and reduce the bur-
den and costs of measurement. We need to produce 
measures that are useful to patients, particularly mea-
sures for conditions that are important to patients; 
outcomes that matter to patients, such as functional 
status; and measures of the overall value of the care 
delivered. The Patient-Centered Outcomes Research 
Institute (PCORI) has funded some early work in de-
veloping measures that are important to patients, but 
many gaps remain. It is critical to ensure that mea-
sures are understandable, impactful, and actionable 
and that they align with skills and abilities of those who 
need to use the information. In addition to focusing on 
new measures, we need to retire measures of low va-
lidity, low utility, or low engagement so as to reduce 
measurement burden. Public and private stakeholders 
have made little investment in advancing the science of 
and innovation in performance measurement, and no 
single entity is responsible for coordinating this work. 
We lack adequate investment in the “basic science” of 
measurement development. We lack a safe space for 
innovation in improving measures (McGlynn and Kerr, 
2016), including iterating upon measures between 
their endorsement by NQF and their use in public re-
porting and payment. We lack incentives to become a 
learning health care system that is informed by valid 
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and timely data and is focused on improving. We lack 
incentives for payers to share their price and quality 
data with external parties; such sharing might reduce 
the perceived value of their network discounts. And 
we lack incentives for consumers to use performance 
measures inasmuch as out-of-pocket maximums make 
cost data irrelevant for most care and consumers’ in-
herent trust in the quality of care provided by their 
doctors and other health care providers may make 
quality data feel irrelevant (Hays and Ware, 1986). Pay-
ers and health care purchasers should continue their 
efforts to engage patients with these data because 
they benefit when patients seek higher-quality care, 
lower-cost care, or both. For a $3 trillion health care 
system, the costs of investing in a more robust perfor-
mance-measurement and performance-reporting sys-
tem, to ensure that we accurately capture and report 
performance, would constitute a tiny fraction of the 
total expense and likely reduce costs in the long term. 

Opportunities for Progress and Policy  
Implications

The debate about performance measures has not al-
ways been grounded in scientific evidence. Some argue 
that current measures are good enough, others argue 
that they are not, and neither side offers evidence on 
how valid the measures are, how we might make them 
better, what it might cost to do so, and how valid they 
need to be. If the health care system is to realize the 
potential of publicly reporting performance measures, 
the users and producers of such measures will need 
to collaborate and gain consensus on those and other 
key issues. 

We can enhance the effectiveness of performance 
measurement in a number of ways. Transparency of 
both content and process are foundational for trust 
and understanding. We need a coordinated policy to 
fund, set standards for, and support research and in-
novation in performance measurement in health care 
just as in the reporting of financial data. As part of a 
continuously “learning” health care system, in which we 
constantly assess performance and learn from experi-
ence, we need to implement “feedback loops” to un-
derstand how to improve the usefulness of measures 
and to discern unintended adverse or weak effects so 
that we can create systems by which producers and 
consumers of measures collaborate, pilot-test, iterate, 

and ensure the quality and continuous improvement 
of the entire measurement process (IOM, 2013). The 
feedback loops can occur at local, regional, and na-
tional levels. If lessons are systematically collected and 
shared, they can serve as a tool for improvement. We 
need “learning” or innovation laboratories with con-
sumers and producers of measures to explore ways 
to make measures more useful and less burdensome 
(McGlynn and Kerr, 2016).  

We need better communication with patients to raise 
their awareness of variation in the quality and costs 
of care. Few consumers are aware of the variation in 
quality and costs of care and how they can obtain in-
formation about them (O’Sullivan, 2015). For example, 
in one survey of patients with chronic conditions, only 
16–25% of consumers were aware of hospital and phy-
sician comparisons on quality, respectively, and fewer 
(6% and 8%) had used such information for decision-
making (Greene et al., 2015). Engaged consumers can 
drive health care systems and physicians to report val-
id measures. We need to engage patients in helping us 
to define value from their perspective and determining 
the appropriate selection of measures. We need to en-
gage policy makers in making more data on the per-
formance of our health care system publicly available. 
Such efforts should garner bipartisan support inas-
much as improving our health care delivery system is 
a public health issue and market solutions will play an 
important role in improving quality and reducing costs. 
We need to coordinate efforts to report the health care 
system’s performance with efforts to improve perfor-
mance, such as by expanding the use of implementa-
tion science, adopting financial incentives, and tapping 
into the professional motivations of our health-care 
providers (Berwick, 2008; Marshall et al., 2013).

Given those needs, several strategic, specific federal 
efforts could help. Policy makers could create an inde-
pendent body to write standards for health care per-
formance measures and for the data used to populate 
the measures and, when appropriate, could approve 
standards developed by others. The independent 
body could finance the work to develop better mea-
sures. It would initially be designed to apply to situa-
tions in which the performance of individual hospitals 
or providers is used for accountability, such as public 
reporting or pay for performance. The structure of the 
organization ideally would reflect the interests of all 
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stakeholders, it would operate openly and transpar-
ently, it would offer the public the opportunity to pro-
vide input, and it would evolve. One option would be 
to build on NQF, which operates in a similar manner. 
The entity charged with this work ideally would be a 
private, nongovernment self-regulating organization, 
to ensure independence from competing interests. In-
formed by lessons learned by FASB, the organization 
might be structured to have a two-level board struc-
ture: a board of “standard-writing experts,” who would 
serve terms of 5–7 years, be compensated to attract 
the brightest minds, and be required to sever ties with 
industry; and a “foundation board” that would include 
stakeholders of many types and would oversee the or-
ganization and be responsible for fundraising. 

To achieve that vision, those leading the effort would 
need to get stakeholder buy-in and navigate multiple 
tensions, including tensions between stimulating (not 
stifling) innovation in measurement and reporting and 
reflecting the values and preferences of various stake-
holders. One specific initial step that could be con-
sidered would be for the Department of Health and 
Human Services to fund a 1-year planning and con-
vening project to engage stakeholders and develop an  
initial design of a standard-setting body. That would be 
consistent with the recommendations in the National 
Academy of Medicine’s report Vital Signs (IOM, 2015). 

Other strategic federal initiatives include encour-
aging the Agency for Healthcare Research and Qual-
ity (AHRQ), CDC, and PCORI to fund research on the 
science and development of performance measures, 
encouraging CMS to continue its efforts in this regard, 
and encouraging the multiple federal agencies involved 
in performance measurement to collaborate. The fed-
eral agencies can also support innovation in setting 
up multistakeholder “learning laboratories,” creating 
feedback loops, and identifying data sources, exper-
tise, and test beds to develop needed measures more 
quickly. The laboratories could pilot-test and improve 
measures in the interval between when a measure is 
endorsed by NQF and when it is publicly reported and 
used in pay-for-performance programs; this would 
avoid the current process in which measures are re-
vised after they are implemented (QualityNet, 2016). 
One approach for a learning laboratory might be to 
pick a small number of measures and coordinate the 
reporting and improvement efforts around them.

Federal initiatives should encourage greater trans-
parency and sharing of data. For example, policy mak-
ers could prohibit gag clauses that preclude health 
plans and providers from sharing their data with em-
ployers, making it clear that self-insured employers 
own their claims data and can choose to share them 
as they see fit and enacting time limits for hospitals to 
share patient data and payers’ claims data to ensure 
the timeliness of data. Policy makers could strengthen 
regulations to support the sharing of patients’ data 
with patients themselves; this would reflect the prin-
ciple that patient data belong to the patient.   

The potential effects of those collective efforts 
should be enhanced quality and safety, reduced costs, 
enhanced patient choice and satisfaction, enhanced 
measurement science, and enhanced usefulness and 
use of performance measures to drive improvements 
in our health care system. The effects of these efforts 
can be tracked by monitoring and reporting the de-
gree of transparency in reporting efforts, the progress 
made nationally on quality and cost, and the shifts in 
market share toward higher-value providers. To real-
ize those goals, health care needs leadership and trust.

Conclusion

Despite important steps toward public reporting of the 
performance of our health care system, health care 
performance measurement has not yet achieved the 
desired goal of a system with higher quality and lower 
costs. Transparency of performance is a key tool for 
improving the health care system; however, if trans-
parency is to serve as a tool for improvement, we need 
to ensure that the information that results from it is 
both accurate and meaningful. 

The measures outlined in the introduction that have 
been successful—measures of infection associated 
with health care developed by the Centers for Disease 
Control and Prevention, measures of diabetes care, 
and AHRQ’s HCAHPS measures—have several com-
mon attributes. All were developed with substantial 
financial investment; they underwent extensive vali-
dation, revisions, and improvement; they published 
information about their validity; and they have wide 
acceptance among their users. The time is right to 
evolve a better performance-reporting system. That 
requires a commitment to the science of performance 
measurement, which in turn requires imagination,  
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investment, infrastructure, and implementation. With-
out such commitment, our opportunity to achieve the 
goal of higher-value care is limited by our inability to 
understand our own performance. 

Recommended Vital Directions 

The three following vital directions have been identi-
fied for improving the health care measurement and 
reporting systems: 

1. Create a health measurement and data stan-
dard-setting body. Fund a 1-year planning and con-
vening project to engage stakeholders and develop an 
initial design of a standard-setting body in a way that is 
consistent with the recommendations in the Institute 
of Medicine report Vital Signs: Core Metrics  for Health 
and Health Care Progress (IOM, 2015). In 2018, on the 
basis of this initial design, launch an independent body 
to write standards for health care performance mea-
sures and the data used to populate the measures. 
This helps to ensure that the information we have on 
the performance of the health care system is valid and 
accurate. The potential success of payment reform 

(payment for the value of care, rather than the volume) 
will be limited if we cannot accurately assess the qual-
ity of care being provided. Depending on whether this 
work is tagged onto existing entities or a new entity 
is created to accomplish the work, we anticipate that 
these steps would take 2–5 years to accomplish.

2. Build the science of performance measures. Fund 
research on the science of performance measures and 
on the best ways to develop them and to pilot-test 
and improve them and encourage the multiple fed-
eral agencies involved in performance measurement 
to collaborate. That will help to move forward the sci-
ence of performance measurement and ensure that 
different entities involved in the work are aligned. We 
anticipate that significant progress on the funding of 
research and the alignment of efforts would take 1-3 
years to accomplish, with ongoing work thereafter.

3. Improve the communication of data to patients. 
Fund research on how to improve communication 
with patients about variations in the quality and costs 
of care, including examining reporting formats and the 

Steps in the Performance 
Measurement and  
Reporting Process Example of Where Errors Can Occur in the Step

Step 1: Developing and specify-
ing the performance measure.

ProPublica’s Surgical Scorecard, an on-line report of surgical quality, uses a measure of 
surgical complications that does not include many common, in-hospital complications 
that may be important to patients. As a result, this measure has the potential to mis-
characterize a surgeon’s actual performance. The measure did not undergo the National 
Quality Forum’s formal endorsement process, so those using the measure for improve-
ment or decision making know little about its validity and accuracy.

Step 2: Identifying and collect-
ing the data used to populate 
the measure.

US News and World Report uses a hospital’s Medicare data to calculate the Patient Safety 
Indicators (PSIs), a component of its Best Hospitals recognition program. When a patient 
arrives at the hospital with a preventable harm, that harm is coded as “present on admis-
sion” (POA). Events with a POA code are excluded from the PSI calculations. Medicare 
started requiring POA coding by hospitals in 2007, but hospitals in Maryland, with its 
Medicare waiver, were not required to include POA codes until 2013. The lack of POA 
codes for Maryland hospitals in the Medicare data probably penalized those hospitals 
when Medicare data were used to measure a hospital’s quality.

Step 3: Applying the collected 
data to the specified perfor-
mance measure.

An examination of common methods for creating physician cost profiles found that 
the reliability of the measures varied widely by specialty, ranging from 0.05 for vascular 
surgery to 0.79 for gastroenterology and otolaryngology. Overall, 59% of physicians had 
cost-profile scores with reliabilities of less than 0.70, a commonly used marker of subop-
timal reliability. The authors estimated that 22% of physicians would be misclassified in a 
two-tiered system (high cost vs low or average cost). Perhaps this example suggests the 
importance of having a mechanism to pilot-test measures between their endorsement 
and their use for public policy (Adams et al., 2010).

Step 4: Categorizing perfor-
mance and communicating the 
results.

Research has demonstrated that many of the current public reports make it cognitively 
burdensome for the audience to understand the data. For example, a report might 
share quality information in one place and cost information in another place, rather 
than assisting the consumer in identifying the “best buy” (Damman et al., 2015; Vaiana & 
McGlynn, 2002).
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framework within which consumers make different 
types of health care choices. For the health care mar-
ket to work efficiently, we need health care consumers 
who are knowledgeable about the quality and cost of 

the services that they seek, including the variation in 
quality and costs among providers. We anticipate that 
significant progress on the funding of research could 
take 1-2 years, with ongoing work thereafter.

Summary Recommendations for Vital Directions

1. Create a health measurement and data standard-setting body.
2. Build the science of performance measures.
3. Improve the communication of data to patients. 
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