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However, the AGS also recognizes
that if the unique needs of this
population are not appropriately
taken into account, pay for per-
formance could actually result in a
reduction in quality, particularly
in the most vulnerable and frail
older adults. This Position State-
ment was developed to provide
policymakers and health plan ad-
ministrators assistance in moving
payment toward a value-based
purchasing system in order to
achieve greater quality in health
care outcomes for all older adult
patients, including the frail elderly.

Positions 
The following principles are essen-
tial to realizing the potential benefits
of a pay for performance system for
frail elderly. 

1. A value-based purchasing system
for the Medicare system must ad-

dress the care of the large portion of
Medicare beneficiaries who have
multiple chronic conditions, are frail,
of advanced age, or require palliative
care, and not focus only on the care
provided to the typical beneficiary.
For these beneficiaries, measures
should account for comorbidities and
assess aspects of health that are com-
mon to multiple conditions (eg, cog-
nitive status, functional status, and
pain). Measures should be construct-
ed so that providers are not penalized
when they honor patients’ prefer-
ences for care or their cultural or re-
ligious beliefs.

Rationale: The older adult popula-
tion served by Medicare is extremely
heterogeneous. Many people are
healthy and functional, but up to
one-third of the Medicare population
are vulnerable, with multiple co-
moribidities and geriatric conditions
(functional and cognitive impair-

ment, falls, and frailty). In addition,
some older adults will place different
values on participation in self-man-
agement and adherence to medical
recommendations, especially in the
setting of multiple comorbities and
health status vulnerability. Some old-
er adults may put more emphasis on
improved functioning and quality of
life, rather than traditional indicators
of clinical care quality.

It is essential that a pay for per-
formance program not unwittingly
lead to a decrease in quality for vul-
nerable elders or those who may
have different clinical care goals. As-
sessing and rewarding performance
using indicators that have been de-
veloped for a commercially insured
population and may not be relevant
to vulnerable older adults has the
potential to detract attention away
from essential care and services. A
pay for performance system needs to
produce quality results that are
meaningful and appropriate to the
overall goals of clinical care for the
patient population as a whole and
for particularly vulnerable popula-
tions, including the frail elderly. Fail-
ing to take this important policy
concern into account could adverse-
ly affect access to primary and spe-
cialty care among those Medicare
beneficiaries who might benefit the
most from high-quality care.
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2. Payment reform is needed to drive
practice change. Effective pay for
performance systems support and
stimulate the structural capabilities
necessary for the provision, docu-
mentation, measurement, and con-
tinuous improvement of high-quality
care. The need for different provider
settings to care for unique patient
populations must also be considered
when designing and implementing
payment based upon performance.
For example, larger practices may
have more resources to implement
quality care processes. Such re-
sources include providing patient ed-
ucation materials for patients and
their caregivers, language translation
services, and other outreach activi-
ties to facilitate good patient care. A
smaller practice may have fewer re-
sources to measure and report quali-
ty, yet be an essential care provider,
such as a rural care provider or
home-bound elderly care team. Cer-
tain practices may be focused on a
population subset for which there is
no performance measures at this
time. Payment reform should lead to
improved practice design without
eliminating essential care providers.

Rationale: Providers who use inno-
vative approaches that improve
quality of care find that most cur-
rent payment systems do not pro-
vide them with the resources needed
to sustain these activities. Today’s
fee-for-service payment system does
not provide payment for services
such as health education or develop-

ment of the infrastructure to meas-
ure and report quality. The result is
that providers are unable to invest in
activities that have great potential to
improve quality and avoid unneces-
sary medical costs. An example of
such activities includes health infor-
mation technology (HIT), including
electronic health records and ePre-
scribing. Providers typically cite the
cost of these HIT systems and lack
of a clear return on investment as
barriers to their implementation. In
addition to incentives of higher re-
imbursement for provision of better
quality care, funds should be made
available through direct grants and
low interest loans for the infrastruc-
ture responsible for implementation
of a HIT system within a practice.
HIT systems are not only used for
the management of clinical records,
but are critical elements in data col-
lection, clinician feedback, quality
improvement, and population track-
ing. Each of these is essential to
practice improvement as the final
desired outcome of pay for perform-
ance programs.
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3. Structure, process, and clinical
outcomes measures used must be
valid and relevant for the unique care
needs of frail or vulnerable older
adults. These measures should be ev-
idence-based, clinically relevant, have
clear association with improved out-
comes of care, and be applicable to
all patients whose care they assess.

Technical specifications for numer-
ators and denominators of measures
should be constructed so that meas-
ures are not applied to special popu-
lations where evidence of linkage of
performance of care processes to im-
proved outcomes is lacking. These
populations include persons of very
advanced age, those with multiple co-
morbidities, limited life expectancy,
or moderate to severe dementia.

More importantly, the AGS be-
lieves that specific measures are
needed to assess the quality of care
of persons over age 75, those who
are vulnerable and/or frail, and who
are receiving palliative care near the
end of life. Clinical performance
measures relevant to the Medicare
population are of 3 types: 
a. Structure measures—used to rec-

ognize systems of care associated
with improved health outcomes.
Multidisciplinary teams for care,
capacity for patient education in
self-care management, disease reg-
istries, electronic health records,
and systems to support the use of
inter-visit interval patient contacts
and monitoring are important as-
pects of the chronic care model.
Important processes of care are
difficult to deliver absent such
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structure(s). Initial reward systems
should recognize investment in
such delivery structure.

b. Process measures—used to deter-
mine whether care that is known
to be effective is provided. The
AGS believes that specific meas-
ures are needed to assess the qual-
ity of care of persons over age 75,
those who are frail or vulnerable,
and those who are receiving pal-
liative care near the end of life.
The Assessing the Care of Vulner-
able Elders (ACOVE) measures
were developed by the RAND
Corporation in response to the
needs of persons at risk for frailty
and persons aged 75 and older.
They have been tested in cohorts
of community-dwelling vulnera-
ble older adults. Adoption of
some or all of these indicators, in
addition to disease- and preven-
tion-based measures appropriate
for the younger population, will
greatly enhance attaining the
goals that quality of care can be
measured for all Medicare benefi-
ciaries and that the providers
who care for these patients have
measures of accountability.

c. Clinical outcomes measures—
must be appropriate to the usual
health care needs and goals of the
patient population in which they
are used. Many of these measures
are disease-specific, originally de-
veloped in commercially insured
populations, and do not account
for other comorbidities. If not
previously tested in the heteroge-
neous Medicare population, such
measures may be particularly
problematic. In frail or vulnera-
ble older persons, the goals of
treatment for chronic disease are
more variable than in younger
adults, and the linkage between

process of care delivered and
clinical measures is often imper-
fect. 

Rationale: High-quality geriatric
care requires providing services to a
heterogeneous population with var-
ied health care service needs and
goals of care, including many with
multiple chronic illnesses and geri-
atric conditions. Fundamental to the
definition of quality is that the stan-
dard of care being measured is appli-
cable to the individual to whom it is
applied. Many available clinical per-
formance measures have been devel-
oped in the middle-aged commercial
population. Some of these measures
have been tested in older adult pop-
ulations, but some have not, so the
applicability of untested measures to
older adult, heterogeneous popula-
tions is not known. The complexity
of delivering high-quality care to this
population can only be guided by
rigorous scientific testing of per-
formance indicator measures. Such
testing can allow us to adapt meas-
ures to the specific needs of vulnera-
ble patient populations. These meas-
ures need to be developed and
validated by individuals with expert-
ise in the care of frail elders. Mea-
surement development and testing is
a dynamic process, so even in the set-

ting of value-based purchasing, there
should be an established process for
continual evolution of performance
indicator measures. Key stakehold-
ers should remain involved, includ-
ing the AGS. 
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4. A pay for performance system
must provide positive reinforcement
for quality performance and im-
provement, and not promote the
avoidance of patients for whom pro-
viding high-quality care will be
more challenging. When applied to
individual providers, these measures
should be constructed so that both
achievement of target thresholds
(excellence) and progress toward
achievement of targets (improve-
ment) can be positively reinforced.
In addition, the collection of data
that are used to evaluate perform-
ance should not be burdensome to
providers, and should accurately re-
flect the performance of care
processes on an individual patient
basis. Failure to consider these fac-
tors may unduly penalize providers
who practice in small groups or care
for special populations. 

Rationale: Linking a portion of pay-
ments to valid measures of quality
and effective use of resources will re-
sult in providers having direct incen-
tives and financial support to imple-
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ment the innovative approaches that
result in improved outcomes. All
monies that are set aside for pay for
performance should be distributed to
providers achieving the quality crite-
ria. Savings from improved care are
likely to accrue to Medicare funds
that are not part of the physician re-

source pool. Performance-based
funds should not be used in a with-
hold approach or a Medicare Part B
budget-neutral manner. To the fullest
extent possible, norms should be es-
tablished for like populations, and
risk adjustment should occur. While it
is recognized that value-based pur-

chasing should not be delayed while
such adjustments are refined, such an
approach will minimize the risk of
providers avoiding patients (eg, the
frail and medically complex) who
present the greatest challenge in meet-
ing quality indicators used for pay for
performance. MPM
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Credits
The American Geriatrics Society (www.american-
geriatrics.org) is a nationwide, not-for-profit as-
sociation of geriatrics health care professionals
dedicated to improving the health, independ-
ence, and quality of life of all older people. This
position paper was approved by the AGS Board
of Directors in January 2006. It was written by
the AGS Health Care Systems Committee and
Quality Ad Hoc Workgroup, with special thanks
to Drs. Richard Stefanacci, Eric Coleman, Cheryl
Phillips, Peter Hollmann, Meghan Gerety, and
Caroline Blaum.

PROVIDER ACTION

Impact to You
Medicare reimbursement will be tied to performance. Legislation is
pending that would increase reimbursement by 1.5% for physicians
who report data in 2007. This is the first step to a more structured
process.

What You Need to Know
Make sure that you are knowledgeable about the foundation underlying
pay-for-performance reimbursement requirements so that you can best
prepare your practice as well as lobby for appropriate implementation
of this complex program.

What You Need to Do
Start by being familiarizing yourself with this year’s voluntary reporting
recommendations from CMS. An overview of CMS’ Physician Voluntary
Reporting Program is available at: http://www.cms.hhs.gov/apps/me-
dia/press/release.asp?Counter=1701. Begin implementing systems in
your practice to capture data and work to improve outcomes so that
you are able to gain maximum benefit from this new reimbursement
system.

drug coverage from a Medicare
drug plan instead of their state Med-
icaid program. According to SHIP
directors, this caused numerous
problems, the first of which was that
CMS had randomly assigned dual
eligibles to Medicare Part D plans.
When dual eligibles changed plans
from the random CMS assignment,
data system errors led to some of
these beneficiaries being over-
charged at the pharmacy or incor-
rectly charged for their premium. 

A particular problem was noted
concerning retiree plans, especially
among beneficiaries with spouses.

For couples with retiree health cov-
erage, if one partner becomes eligi-
ble for Medicaid, the other partner
is in jeopardy of losing his or her
supplemental retiree benefits.

Recommendations
To address some of these prob-
lems, several changes were recom-
mended, including:
• Simplifying and standardizing

Medicare Part D
• Improving data systems
• Changing the open enrollment

period so that it does not coin-
cide with the holiday season

• Implementing stringent regula-
tion of plan marketing practices

• Liberalizing asset requirements
for low-income subsidies

• Adopting new rules to protect
spouses covered by retiree plans 

• Providing more stable funding
for SHIPs

A Look Toward 2007
Enrollment
The SHIP directors felt that they
weathered the initial storm, but
challenges remain. SHIPs will con-
tinue to deal with the variety of is-
sues that emerged during the first
year of the new Medicare drug
benefit and will focus on minimiz-
ing the recurrence of such prob-
lems in the future. MPM
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