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mong the high priority outcomes sought in reforming

American health care are greater provider account-
ability, better processes of care and improved clinical
outcomes, more satisfying care experiences for both patients
and caregivers, and greater operational efficiency. Perfor-
mance measurement is an essential tool for implementing
strategies aimed at achieving these goals.

In this issue of the Journal, Powell and colleagues
describe a number of unintended consequences of imple-
menting performance measurement in the Department of
Veterans Affairs (VA) Health Care System,' an early
adopter of system-wide performance management.”> While
there are significant limitations in generalizing the findings
of this retrospective qualitative study, it is an important
contribution to the growing body of evidence documenting
the complexities of health care performance measurement
and a poignant reminder that performance measurement is a
tool that cuts both ways.

Powell et al, report the findings of 59 semi-structured
individual in-person interviews of primary care staff
members and facility leaders at four VA facilities of varying
size and levels of performance.' They found local imple-
mentation of VA’s national performance measurement
system led in some instances to provision of inappropriate
clinical care, decreased provider attention to patient con-
cerns and service, and compromised patient education and
autonomy, as well as some adverse effects on primary care
team dynamics. They additionally observed notable varia-
tion among the facilities in how performance data were
shared with front line clinicians, strategies to improve
performance, and application of rules. Concerns about the
burden of reporting, clinical importance of some measures,
inflexibility of automated clinical reminders and inequity in
allocating financial rewards for improved performance were
also commonly voiced in the interviews. While their study
was not designed to determine the circumstances that led to
the unintended consequences, they noted that in many cases
the problems appeared to stem from local implementation
methods rather than from the nationally determined perfor-
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mance measure definitions and policies. They observed
both unintended positive and negative consequences, but
described only negative effects in this report.

Performance measurement is a tool widely used in
diverse industries to monitor progress towards achieving
identified goals and is increasingly being used in health
care, although still limited due to health care’s poorly
developed infrastructure supporting measurement processes
and application of measure results, as well as the nascent
state of health care performance measurement science.
Current health care reform efforts portend far greater use
of performance measurement.

Multiple perils and pitfalls of performance measurement
have been identified in recent years, especially in develop-
ment and selection of measures, data collection, reporting
and use of results.® ' Similar to any generic tool, outcomes
achieved with performance measurement depend in signifi-
cant part on the specific ways the tool is utilized. Prominent
recurring themes in the evolving literature about health care
performance measurement systems are the need for clear
performance measurement objectives, assiduous attention to
measure specifications (including how individual patient
circumstances and preferences will be addressed), and tight
linkage of measures to outcomes or clinical processes known
to be connected to outcomes.®* !> The critical importance of
the context within which measurement results will be used has
also become clear.”'" The types of unintended consequences
described by Powell et al. are not unique and emphasize the
importance of local implementation in shaping how well
broad performance measurement requirements inspire inno-
vation and drive quality improvement.* '+

Measurement and public reporting of performance
results were key features of the new performance manage-
ment system implemented in the Veterans Health Admin-
istration (VHA) in 1995 as part of a multi-pronged change
initiative.” > This integrated change strategy led to rapid and
dramatic improvements in quality of care, service satisfaction
and operational efficiency,” ' **prompting the Institute of
Medicine, among others, to recommend that many VA
quality management practices be broadly adopted in U.S.
health care. However, the VHA’s leadership has turned over
five times in the last 11 years, and the way performance
measurement has been used during this time has changed.
The changed context of performance measurement in the VA
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Health Care System is noteworthy because performance
measurement drives behavior, and the specific ways meas-
ures are used will drive different behaviors.” !

Initially, VHA’s performance measurement system sought
to drive adoption of evidence-based clinical and management
practices, encourage innovation in care processes for con-
ditions not yet having best practices, and nurture an
organizational culture of high reliability and continuous
improvement.>>* A limited number of performance mea-
sures were linked to key strategic goals explicitly specified in
annual negotiated performance contracts with regional
Veterans Integrated Service Network (VISN) directors, who
in turn implemented performance contracts with local facility
managers and clinical leadership.”>** The performance
contracts and the associated performance measurements were
used primarily in a prospective manner that emphasized data-
driven process improvement and forward-looking change.
Achieving high levels of performance on the measures was a
clearly desired outcome, but the measures were understood to
represent a static and incomplete representation of perfor-
mance in general and quality of care in particular.

Goals specified in the performance contracts were often
designed to be “stretch” goals, and the VISN and facility
directors were given significant autonomy to innovate and
design strategies tailored to their particular needs, resources
and environments of care.*>** The VISNs were viewed as
innovation laboratories for many areas of desired improve-
ment.”* While challenging, the goals were completely or
substantially attained more often than not.*> The combina-
tion of VA’s compelling mission, the clarity of performance
expectations, healthy intra-organizational competition, sub-
stantial local autonomy and a sense of professional fulfill-
ment appeared to provide a powerful incentive package that
drove rapid improvement. Multiple non-financial awards and
modest financial awards for managers were used to recognize
accomplishments,*> but individual practitioners had no direct
financial incentives. In this regard, it is important to note that
the financial resource allocation (payment) system used by
the VHA at the time did not support the objectives of the
transformation strategy, and for this and other reasons a new
tiered, capitation-based global payment system was imple-
mented in 1997 to better align system finances with desired
outcomes.” >

When system-wide performance measurement was orig-
inally implemented in the VA, clinicians were widely
engaged in selecting the measures and improvement
strategies, and administrative and clinical managers worked
closely to implement them. Illustrative of how this broadly
collaborative approach was applied to a specific condition
was the VHA’s participation in the Diabetes Quality
Improvement Project (DQIP) that yielded marked improve-
ments in care for diabetes.”’*>*

In recent years, performance measurement in the VHA has
become more retrospectively focused on compliance with

centrally promulgated national policies and performance
goals. These policies and associated performance measures
have often been directed by VA leadership and national
program directors, sometimes in response to external
demands stemming from untoward outlier events, with little
or no input from front line practitioners, coordination with
other reporting requirements, or flexibility to tailor local
improvement strategies. The number of performance meas-
ures has markedly increased, and there has been a tendency
to use less sensitive dichotomous or composite measures.>’
The Congress authorized a form of pay-for-performance
system for VA clinicians in 2004 that directly linked
performance results with personal economic benefit, albeit
modest by private sector standards.

The combination of a compliance-focused performance
measurement climate and the opportunity for personal
economic benefit has caused much greater emphasis to be
placed on measure results, which has appeared to dampen
willingness to innovate and encourage behaviors aimed at
heightening performance measure results.”® Some VHA
providers have opined that “obedience to the measures” has
become the paramount objective. These and other things
have been viewed with concern by many VHA leaders who
see them as undermining the culture of continuous quality
improvement that had taken root in the VA Health Care
System and signaling a return to the dysfunctional centralized
command and control management methods of the old VA.
To what extent the changed climate of performance mea-
surement in the VHA may have contributed to the behaviors
observed by Powell et al, is unclear. Current VHA leadership
has informally acknowledged these concerns and expressed a
desire to re-orient the performance measurement system.

Performance measurement is an important and powerful
tool that has the potential to drive marked improvements in
American health care generally, as it did in the VA Health
Care System in the late 1990s. However, as reported by
Powell et al, in addition to producing intended positive
improvement, performance measurement may also produce
unintended negative consequences. Whether positive or
negative effects predominate will depend especially on
how performance measure results are used. Successful
performance measurement systems seek to maximize
desired beneficial outcomes and minimize unwanted nega-
tive effects by clearly defining performance goals, measur-
ing what matters, ensuring stakeholder involvement at every
level of the performance measurement process, coupling
top-down or externally imposed measurements with flexi-
bility to address local circumstances, and assuring an
organizational climate that uses measure results to facilitate
learning and continuous improvement.
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