
The Physician Quality Reporting Initiative (PQRI) is a pro-
gram by the Centers for Medicare and Medicaid Services (CMS)
that affects physicians and other health care providers who par-
ticipate in Medicare. Clinicians in practically all medical spe-
cialties can participate in this voluntary reporting initiative and
earn a bonus for satisfactory
reporting. Originally launched
in July 2007, the program
enters the second reporting
period on January 1, 2008, and
continues through December
31, 2008. It is expected to con-
tinue in 2009. Eligible
providers include allopathic
and osteopathic physicians;
doctors of podiatry, optometry,
oral surgery, dental medicine,
and chiropractic medicine;
midlevel practitioners; physical and occupational therapists;
social workers; nutrition specialists and other medical profes-
sionals who hold a National Provider Identifier. Participation
involves selecting at least three quality measures applicable to
one’s practice from a list of 119 quality measures and submitting
information for each qualified patient concurrently with

Medicare claims during the entire reporting period. Successful
reporting earns the provider a bonus payment on their Part B
Medicare billings for the reporting period.1

As the PQRI is currently voluntary, many providers are con-
sidering whether to take part now or wait until participation is

mandated. Careful weighing of
factors on both sides of the
issue allows for a more
informed decision. Obstacles to
participation include learning
new vocabulary, codes, and
rules of the program. Capturing
data may involve changes in
clinic work flow processes, edu-
cation of staff, and extra docu-
mentation. There is also contro-
versy regarding Medicare’s
transition into pay-for-perform-

ance and whether physician involvement in the PQRI benefits or
harms the profession. In an increasingly demanding and compet-
itive health care environment, all of these concerns merit atten-
tion. Potential benefits of participation include the bonus pay-
ment, receiving feedback on quality measures of interest, improv-
ing quality and documentation of patient care, and preparing for
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future quality improvement and pay-for-performance programs.
As physicians face increasing accountability to patients and pay-
ers alike, successful participation in the PQRI early on may pro-
vide value beyond the immediate program incentives.

This article describes the PQRI in the context of the current
health care environment. Relevant concerns include rising med-
ical costs, demand for increasing physician accountability, and
the trend toward performance incentive programs for clinicians.
Specific guidelines for program participation and strategies for
success are discussed.  

—The Editor

Background: What is PQRI?
PQRI is in its second iteration, yet a number of health care

providers have heard little or nothing about this Medicare report-
ing program. Since starting in July 2007, the initiative has
escaped the attention of many clinicians, yet they are the people
who most need to know about the program, understand its impact
on the delivery of health care, and appreciate the implications of
participation for both themselves and the patients they treat.

PQRI is a program by the Centers for Medicare and Medicaid
Services (CMS) that allows physicians and other clinical profes-
sionals to submit data on specified quality measures for eligible
Medicare patients. It is voluntary, provider driven, evidence
based, and designed to capture quality data at the claims level.
The program currently focuses on the reporting of measures
rather than the achievement of clinical outcomes and is linked to
a monetary bonus that can be earned by any provider who meets
the reporting requirements.

From a policy perspective, PQRI is part of Medicare’s transi-
tion into an active purchaser of quality health care. The concept
of value-based purchasing (VBP) has been in the government’s
sights for decades and has been gaining increased attention from
legislators and program administrators.2 In 2001, the Department
of Health and Human Services announced the Quality Initiative,
an effort “to assure quality health care for all Americans through
accountability and public disclosure.”3 In its move toward a pur-
chaser model of health care in which value is defined, measured
and rewarded, several CMS programs have already been imple-
mented. These include the Nursing Home Quality Initiative
(2002), the Home Health Quality Initiative (2003), the Hospital
Quality Initiative (2004), the Physician Focused Quality Initia-
tive—predecessor to PQRI—(2004), the End Stage Renal Dis-
ease Quality Project (2005), and the Physician Voluntary Report-
ing Program (2006). More recently, the Hospital Acquired Con-
ditions and Present on Admission program was launched in late
2007. PQRI, which also began in 2007, has its statutory basis in
the Tax Relief and Health Care Act of 2006 (TRHCA).4 (See
Table 1 for a glossary of acronyms and terms.)

Unlike the previous programs, PQRI focuses on data capture
for individual clinicians of most specialties and is being launched
on a national level. Any physician or other eligible Medicare
provider with a National Provider Identifier (NPI) can partici-
pate. Providers submit data on selected quality measures with
Medicare claims for services during the reporting period. While
this may eventually provide useful, comprehensive data on the
kind of care providers deliver to their patients, the program raises
concerns regarding the difficulty of measure selection and
design, the need for acuity adjustments, accurate physician pro-
filing, and whether such measures can ever meaningfully be
translated into information about patient care. Skeptics also
worry about a lack of transparency in the development of pro-
gram specifics, the challenges of obtaining program information
in a timely manner, and the impression that providers are being
asked to do more work while being subjected to diminishing
reimbursement.  

These concerns deserve consideration, but PQRI should not
be dismissed. Rather, the initiative is a unique opportunity for
individual providers to participate in shaping the delivery and
funding of medical care in the future. Whether fair or unfair, ele-
gant or burdensome, quality-driven or cost-motivated, temporary
or permanent, PQRI allows clinical professionals to weigh in on
the important issues of health care delivery, best practices, reim-
bursement, outcomes measurement, and resource use. By partici-
pating, individuals can meaningfully contribute to this giant
experiment in national health care data collection. They do so by
choosing measures that are relevant to their practices and
patients, making a good faith effort to report on those measures,
providing feedback to CMS and related parties on the design and
utility of the measures, and publicly commenting on the value of
the provider reports and bonus awards. While all of this may
require significant effort, it provides clinicians the opportunity to
gain experience in quality data reporting and to offer feedback on
an emerging program.
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Trends in Pay for Performance (P4P): What is
Pay for Performance?

P4P is “a tsunami building offshore in a sea of stakeholder
unrest, threatening those who are not prepared.”5

In the context of rising U.S. health care  costs and unsatisfac-
tory health indicators, efforts to improve delivery of medical care
are becoming common. The Institute of Medicine’s (IOM) piv-
otal  2001 report, Crossing the Quality Chasm: A New Health
System for the 21st Century, notes that health care “harms
patients too frequently and routinely fails to deliver its potential
benefits.”6 It also asserts that payment for services is an impor-
tant factor influencing the behavior of providers and patients
alike. While policy makers and industry experts weigh various
strategies to improve quality, P4P is one approach that is increas-
ingly familiar to health care professionals and the public. There
is no set definition of the term or rules governing its implementa-
tion, but P4P invariably involves linking remuneration to meas-
urements of “quality” at the organizational or individual level. In
the private sector, many insurers have incentive programs that
assign bonuses based on patient satisfaction surveys, laboratory
values suggestive of effective disease management, and other
proxy measures of clinician performance. Use of electronic
health records and other technology is frequently included.
Health Maintenance Organizations (HMO) and large health plans

have been increasingly using performance incentives in their
contracts with hospitals and individual providers. In 2006, Hill
Physicians Medical Group paid $32 million in performance com-
pensation to its participating physicians, up from $7.5 million in
2002 and $13.5 million in 2003.7 This HMO health care network
also reports quality improvement and patient satisfaction results
on its web site. Similarly, Blue Cross of California announced a
distribution of $69 million in physician bonus incentives in
August 2007, the most awarded since initiating its P4P program
in 2001.8 Their performance assessment includes quality meas-
ures in chronic disease management and adherence to screening
guidelines as well as patient satisfaction surveys, clinical meas-
ures, waiting times for appointments, number of complaints and
grievances, and review of medical group functions. 

The Agency for Healthcare Research and Quality (AHRQ)
reported that more than half of HMOs in the United States
included P4P in their contracts for individual physicians as well
as hospitals in 2005.9 Other reports suggest that 90% of the
nation’s HMOs were using some sort of P4P to compensate
physicians in 2005.10 In 2007 there were 155 health care P4P
programs in the commercial sector compared to 39 in 2003.11

Also noteworthy is the emergence of nonprofit organizations
aimed at promoting excellence and accountability in the delivery
of health care. One example is Bridges to Excellence, which
partners with the Leapfrog Group to develop and implement
physician rewards programs.12 In California, the Integrated
Healthcare Association is a statewide leadership group that pro-
motes quality improvement, accountability, and affordability in
the industry. Its five year old California Pay for Performance Pro-
gram promotes the use of P4P in quality improvement through a
collaboration between numerous stakeholders including profes-
sional associations, government agencies, private vendors and
payors, nonprofit foundations, and consensus bodies.13

The interest in P4P is growing in the public sector as well.
In 2005, the Medicare Payment Advisory Commission (Med-
PAC) recommended that Congress establish a quality payment
program for Medicare physicians.14 MedPAC Executive Direc-
tor Mark Miller testified to the U.S. Senate Committee on
Finance, “Providers are not all created equal—there’s abundant
evidence that some providers do a better job than others. To
continue to pay them as if they’re all performing equally well is
a tragic situation.”15

By any measure, the trend toward pay-for-performance in the
medical industry is not a transient phenomenon. Indeed, the
AHRQ within the Department of Health and Human Services
devotes a section of its web site to research and resources on
pay-for-performance incentives.9 A recent report by the Com-
monwealth Fund cites increased transparency in the quality and
price of health care as key mechanisms to reduce medical spend-
ing and improve performance of the system overall.16 The paper
notes that public reporting of clinical processes, outcomes, and
patient experience of care are essential factors in stimulating
providers to improve quality and efficiency through benchmark-
ing and financially rewarding performance. In 2007, the Ameri-
can Medical Group Association issued a policy statement
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Table 1. Glossary

AQA Formerly the Ambulatory Care Quality 
Alliance 

CMS Centers for Medicare and Medicaid Services
CPT Current Procedural Terminology™ 
CPT Category Quality data code used for performance 

II Code measurement
DRG Diagnosis Related Groups 

(used prior to 10/01/07)
EMR Electronic Medical Record
EHR Electronic Health Record
G Codes Quality data code used for performance 

measurement
PQRI Physician Quality Reporting Initiative
PVRP Physician Voluntary Reporting Program
MIEA Medicare Improvements and Extension Act  
MS-DRG Medicare Severity Diagnosis Related Groups 

(in use as of 10/01/07)
MAC Medicare Administrative Contractor
NISTA National Institute of Standards and Technology 

Act 
NPI National Provider Identifier number
NQF National Quality Forum
NTTAA National Technology Transfer and 

Advancement Act 1995
P4P Pay-for-Performance
POA Present on Admission Indicator used for 

hospital admissions
TRHCA Tax Relief and Health Care Act



addressing the need to pursue improved quality through the
“measuring, reporting, and application of findings using evi-
dence-based clinical and service quality measures and tools such
as benchmarking, best practices, and peer review.”17

CMS has been increasing its efforts to identify delivery of
quality medical care and reward those providing it. As our
nation’s medical system increases in bulk and cost, the federal
government has inched its way into the P4P arena at the organi-
zational and individual levels. On the premise that there is an
effective way to identify and pay for only quality medical care,
Congress and the Executive Branch have set into law several
statutes for value based purchasing. These require CMS to meas-
ure quality in health care and attach financial incentives to high
quality performance. Examples of these programs are mentioned
above.  

According to a Congressional Budget Office report released
November 13, 2007, health care spending in the United States
will increase to 50% of the nation’s gross domestic product in 75
years if left unchecked.18 CBO Director Peter Orszag commented
that “in their efforts to stem the growth of health care costs, Con-
gress and federal policymakers need to promote cost effective-
ness and ‘evidence-based’ medicine.”19 The report further sug-
gests assigning to hospitals and physicians “modest bonuses for
practicing effective care or modest cuts in their payments for
using less effective treatments.”18

Along these lines, two initiatives effecting both hospitals and
physicians have been implemented. The first major revision of
the Diagnosis Related Group (DRG) system since 1983 was
implemented on October 1, 2007, only 90 days after the launch
of PQRI. This was not a matter of coincidence but rather reflects
the government’s multi-faceted approach to profiling and pay-
ment for quality. A principal justifying reason for instituting the
new Modified Severity-DRGS (MSDRG) was to provide more
accurate severity data for measuring quality and inpatient out-
comes.20 Also mandated by Congress was the implementation of
the Present on Admission (POA) initiative for hospital care.
Eight initial conditions have been selected as meeting the criteria
of being high cost or high volume, assigned to a higher paying
DRG when present as secondary diagnosis, and reasonably pre-
ventable through the application of evidence-based guidelines.21

In essence, the use of POA indicators ensures that if any of the
conditions develop during hospital stay and are not documented
as being present upon admission to the hospital, neither the hos-
pital nor the treating physician are credited for the care provided
or severity assigned. It is evident that financial incentives for per-
formance are becoming more prominent in CMS’ quality
improvement efforts. The Department of Health and Human Ser-
vices’ recent report to Congress on its plan for a Hospital Value-
Based Purchasing Program notes that public reporting and finan-
cial incentives are both important tools to drive improvements in
clinical quality, patient-centeredness, and efficiency.22 While
CMS has focused its early reporting and P4P efforts on the hos-
pital setting, it is steadily expanding the trend to individual pro-
fessionals. The PQRI is CMS’ entree into P4P at the provider
level.  

CMS has launched PQRI as a national voluntary reporting
program that allows providers to choose quality measures and
submit data directly with their claims information. Participation
only requires that providers have an NPI and can identify meas-
ures that fit their patient population and scope of practice.
Reporting on selected measures uses codes that indicate perform-
ance of certain clinical tasks or administration of therapies
premised on evidence-based medicine. There are also mecha-
nisms for clinicians to report without penalty when a clinical
action has not been completed or documented.

In this way, PQRI is more accurately a “pay-for-reporting”
than pay-for-performance program. With regard to the bonus,
providers are measured on their level of reporting rather than
their actions directed toward patient care, even though data on
the latter are being captured. Presumably, this design allows for
program revisions before actually attempting to measure and
reward “performance” or “quality.” That CMS is making the
effort to refine the reporting process before attaching incentives
to high clinical performance can be seen as a strong point in its
movement toward active purchasing of quality care. The value of
PQRI is that it provides an opportunity to find strengths and
weaknesses in the data reporting and analysis process. This
should lead to the development of a manageable reporting
process that captures useful data truly reflective of the clinician’s
efforts at the practice level. 

Outcomes, Metrics and Quality: How Is Quality
Measured?

In order to reward excellence in medical care delivery, quality
must be appropriately defined and accurately measured. Devel-
oping ways to collect meaningful quality-of-care data remains a
challenge and may become the bane of pay-for-performance
efforts.23 Many physicians are doubtful that the measures used in
PQRI and other performance incentive programs have any rela-
tionship to quality health care, but rather primarily address cost
containment and use of resources. Such factors will inevitably be
part of the final analysis, but a genuine effort to use best evidence
and include input from medical specialty groups and other pro-
fessional organizations has been made. In fact, TRHCA requires
that the measures included in 2008 PQRI be endorsed or adopted
by a consensus organization.3 The National Quality Forum and
the AQA Alliance have been identified as organizations that can
develop measures through a defined consensus process or
endorse measures submitted by medical specialty organizations.
The AQA was formed in September 2004 as a consortium of rep-
resentatives from the American Academy of Family Practitioners
(AAFP), American College of Physicians (ACP), American
Health Insurance Plans (AHIP), and AHRQ. Its goal was to facil-
itate efficient and effective methods for quality data aggregation
and reporting as they pertain to the ambulatory care setting.24

Since its inception, the AQA has expanded its original mission
into all settings of physician clinical practice. The National Qual-
ity Forum (NQF) is a private not-for-profit organization focused
on the advancement of sound quality measurement efforts to
facilitate health care system  improvement.25 This organization
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has developed and trademarked standards for quality measure-
ment in the U.S. health care system. CMS looks to NQF for the
foundation of consensus formation processes regarding PQRI
measures. As mentioned earlier, most PQRI measures relate
directly to clinical care, but statute requires the inclusion of
structural measures for 2008, such as the adoption and use of
health information technology. More details about the formal
process of measure development can be found in the Medicare
Physician Fee Schedule Final Rule.3

The role of specialty organizations such as the AAFP and the
ACP in the development of quality measures should not be over-
looked. As members of the AQA and through their involvement
in quality measurement efforts, the AAFP and ACP demonstrate
implicit support for quality reporting. Each offers its members
information on performance measurement, P4P, and PQRI. The
AAFP summarizes PQRI information and provides CMS links
on its web page.26 The ACP has identified seven PQRI measures
as being particularly relevant to internal medicine and has creat-
ed a tool to assist with data collection.27

Implications for Patients and Physicians: Do Pay
for Performance Programs Improve Quality of
Care and Benefit Patients?

Given the cost and burden of implementing health care per-
formance incentive programs, it is important to know whether
such efforts positively impact the quality of health care. The use
of P4P programs as a means for improving quality assumes that
if providers, hospitals, and other medical facilities are subject to
measurements of quality, especially when associated with finan-
cial implications, then patients will receive better care. This is
not well supported in the literature.28 Research has shown that
incentive programs can have positive, neutral, or even negative
effects on quality measures and patient experiences. While per-
formance-based programs with positive results may increase pre-
ventative care or other services, unintended effects can include
decreased access for severely ill patients.29 Substantial data on
the impact of P4P and other reporting programs on the quality of
health care are lacking. A report by the Health Research Institute
found that major private payers fail to rigorously evaluate their
P4P programs.30 Only one in 10 of the nation’s largest commer-
cial health plans has a statistically valid process for evaluating
results of its physician incentive program. Yet these plans cover
39 million patients and incur significant administrative costs
scoring physicians on measures of quality. As the trend in P4P
advances, tools for assessing the impact of physician rating pro-
grams on health care cost and quality will need to be standard-
ized and readily available to organizations using such programs.
Notably, The Leapfrog Group web site provides the ROI Estima-
tor, an open source tool for calculating the benefits and savings
from P4P programs.31

How Does Pay for Performance Impact
Providers?

In the context of health care incentive programs including
PQRI, the value of data depends ultimately on its translation into

meaningful changes in the practice setting. Inherent in this
process is the capture of appropriate data and its accurate inter-
pretation, followed by the development and implementation of
viable policies. Assuming that the measures for PQRI 2008
address a fair sampling of clinical issues and corresponding
appropriate clinical actions, there remains the question of how
the data will be used. This is perhaps one of the greatest obsta-
cles to provider participation in the program while participation
is still optional. The data obtained may have a negative impact on
physicians as an artifact of program structure, or it may be used
to discourage clinical resource use. Providers also worry that
measures may fail to account for patient acuity, effectively penal-
izing those who take care of more ill and complicated patients.
While acuity is addressed in other CMS programs such as with
the new MS-DRGs, it is not a factor in current assignments of
the bonus in PQRI, and it remains unclear how the issue will be
addressed in later iterations of the initiative. Concerns about
physician profiling, however, are both immediate and substantiat-
ed. It is important for practitioners to realize that physician pro-
filing exists in many forms, and public sector programs are not
immune. The PQRI feedback reports will be provided directly to
the practitioner in a confidential manner for the 2007 and 2008
reporting periods, but it is expected that data in later years will be
public domain. The reports may be valuable for physician quality
improvement efforts, but only if physicians use the data to assess
and improve their performance. Studies show that this does not
routinely happen.32 Further, physicians are typically reluctant to
share data publicly, and they are seldom involved in quality
improvement redesign activities.  

With the growing awareness of public reporting in health care,
the profession cannot continue its pattern of noninvolvement.
Physician profiling may seem inconsequential in the current
environment, but the trend is toward increased emphasis by pay-
ers and awareness of it by consumers. Consumers of health care,
including the public and third-party payers, are accessing multi-
ple and rapidly proliferating sources for ranking of hospitals and
individual providers. Data from future CMS and quality initia-
tives will inevitably provide models for large scale reporting as
well as competitive rankings for physicians and other practition-
ers. As a profession, our failure to participate in an objective and
critical manner may leave us with misleading statistics and inac-
curate and potentially damaging clinician profiling.  

Thomson Healthcare’s Sixth Consumer Insight Report
released in September of 2007 characterizes the quality-driven
medical consumer as more likely to research information on doc-
tors and hospitals. So while “for 58% of the adult population,
good physicians and the best treatment options drive opinions on
quality health care,” there is a 20% segment that is more likely to
switch to another practitioner or hospital if unfavorable reports
are encountered.33 The latter group tends to be highly educated,
higher earning and preferentially trusts quality-rating organiza-
tions and web sites for their health care information. Twenty per-
cent may seem like a relatively small portion of the health care
market, but the number of consumers actively seeking informa-
tion can be expected to grow as rankings become more accessi-

February 2008/Primary Care Reports 17



ble. “One of the things we were trying to illustrate is that there is
a highly segmented market out there, and that there is already a
meaningful segment of the market that is inclined to think about
quality as a way of making a decision around health care,” states
Kaveh Safavi (Chief Medical Officer of Thomson Healthcare),
one of the report’s authors.34 Consumers only need visit internet
sites such as www.hospitalcompare.hhs.gov, www.leapfrog-
group.org or www.ahrq.gov to obtain a vast range of quality
information that stems from years of quality–rating proxy data-
bases. This trend will accelerate with the growing use of elec-
tronic health and medical records.

While ranking systems may not be the most accurate way of
presenting quality data, we can expect them to remain part of the
health care landscape. Achievement of clinical benchmarks is
perhaps a more appropriate way of judging quality in health care
delivery, but our competitive culture gravitates toward compar-
isons. It is likely that as health care providers we will continue to
encounter these systems in our professional lives, and we must
take an active role guiding their evolution. The more physicians
participate in reporting and quality initiatives early on, the more
likely we are to have a voice in how the data are gathered, inter-
preted and used. If such systems are going to exist, we should
fully participate in their development and actively scrutinize the
data produced and how it is applied.  

We will undoubtedly see more physician rating systems made
public, and there is no guarantee that they will be fair or accu-
rate. Some may be used for educational purposes, showing
physicians how they practice in comparison to their peers and
practice standards. Others may be used to penalize resource use
through denial of staff privileges or elimination from preferred
provider lists. There are already numerous controversies sur-
rounding the use of physician performance data, including law-
suits against third party payers. A notable example is the suit last
year filed in November 2006 by physicians and the Washington
State Medical Association against Regence BlueShield for drop-
ping more than 500 providers from their preferred network in
that state due to poor ratings in the “quality and efficiency of
their practices.”35 This policy allegedly affected more than 8000
patients and their physicians. The AMA joined the case, and
when Regence dropped its use of a Select Network the following
month, it was noted to be “a good first step toward eliminating
arbitrary measures that do not accurately reflect physician quali-
ty.”35 More recently, New York State Attorney General Andrew
Cuomo reached an agreement with CIGNA Healthcare, a leading
national insurer, to create a physician ranking system that
emphasizes accuracy, disclosure, transparency, and fairness.
CIGNA, whose program reaches 28 states, has agreed to use
measures endorsed by NQF or other nationally recognized stan-
dards, account for risk adjustment and valid sampling, disclose to
physicians and consumers how rankings are designed, and allow
for appeals and complaints from all parties.36

Physician profiles are only useful if they are reliable and
accurate, yet there is little research that demonstrates that exist-
ing programs are either. This is largely due to a lack of standardi-
zation in quality data measurements. Few studies have been done

that have the necessary adjustments for risk and large enough
numbers of participating providers to produce useful data. The
literature has yet to show that outcomes for patients can be con-
sistently linked to measurements of physician actions in the clini-
cal setting. This does not stop profilers from producing and dis-
seminating data. 

In April 2007, Blue Cross and Blue Shield of Texas launched
a web site that rates more than 40,000 physicians in its network
and is open to members and nonmembers alike.37 Initially created
in December 2006 and criticized by the Texas Medical Associa-
tion for deficient data collection and reporting procedures, the
online program assigns quality and affordability ratings based on
physician scores.38

Consumers and practitioners can be led astray by rankings
that reflect subtleties of data-gathering techniques or alternative
agendas behind the reporting systems. By participating in PQRI
in its early phases and providing feedback to CMS, providers can
advocate for the use of standardized performance criteria that
benefit patients rather than arbitrary rating systems that may
penalize good practitioners.

Physicians as Stakeholders in Health Care:
Should I Participate in PQRI? 

Currently PQRI offers providers 1.5% bonus on their total
Part B Medicare billings if successful reporting is achieved.
Commercial insurance plans report incentive payments ranging
from 1% to 8% of total base physician reimbursement, while
some executives suggest that inducing changes in physician clini-
cal behavior would require bonuses up to 10%.28 Some estimates
speculate that up to 30% of physician compensation may be out-
comes driven within the next few years.  

Participation in PQRI can earn a primary care practitioner a
few thousand dollars, but it will also require significant effort.
It is difficult to counter the argument that Congress has legislat-
ed a cut in Medicare reimbursements to providers for the last
several years and now is offering a small payment for extra
work. Nonetheless, PQRI is here, and the early iterations of the
program will likely shape how CMS approaches provider-based
performance incentives and reimbursement in the coming
years. Further, physicians need to understand that P4P has been
intentionally devised to create incentives to improve the quality
of  patient care, an issue that is not going away. “Pay for per-
formance isn’t about pay, it’s about performance. And if (doc-
tors) think that ignoring accountability on performance, inde-
pendent of any level of pay, is realistic then they don’t under-
stand.” comments Dr. Safavi.34 Whether or not financial incen-
tives are attached, clinical professionals will be held increasing-
ly accountable for the care we provide. Ultimately we need to
participate in efforts to improve health care delivery. Indeed,
the Medical Group Management Association (MGMA)
advances in the their position statement on pay for performance
that for “any pay for performance program to be effective, par-
ticipating physicians must fully understand and support the
measures used and the operation of the program. That ‘buy-in’
can best be achieved by having practicing physicians and
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physician organizations actively involved in program design.”39

So what is the cost of not participating? Should we ignore the
program and hope it goes away due to lack of physician input?
That is not likely to happen, since doctors did not ask for the pro-
gram in the first place. By taking an unconditional stance against
PQRI or pay-for-performance efforts, the harm may reach
beyond the loss of data gathering opportunities. In the public’s
view, physicians resisting quality reporting efforts based on small
financial incentives may appear to be against improving health
care delivery in general. To come out ahead in our patients’ per-
ception and to advance our professional interests, medical
providers need to engage constructively in this dialogue. Failing
to do so, we may suffer the suspicion of patients who doubt our
commitment to providing excellent care. We can also expect
bureaucrats with no clinical experience to create a cumbersome
reporting system of little use that we will be forced to adopt. On
the other hand, participating in quality improvement efforts
affords physicians the opportunity for input on how the programs
will look going forward while gaining the respect of the public.
Input on PQRI can be transmitted through several mechanisms.
CMS provides National PQRI Provider telephone conferences,
communication through regional officers, and provision of public
comment periods for proposed rule changes. Further, recommen-
dations and comments on specific measures can be directed to
the “owners” of the measures including the AMA, AQA, and
other organizations.1

PQRI Program Specifics
How Does it Work? Participation in PQRI is voluntary and

there is no formal enrollment process. Any eligible provider with
an NPI can begin reporting by simply including the proper codes
on their paper or electronic claims. The 2007 reporting period
was six months long and ran from July 1, 2007 through Decem-
ber 31, 2007. All data for 2007 must be submitted by February
29, 2008 to count toward bonus eligibility. Reporting for 2008
begins January 1, 2008, and ends on December 31, 2008. The
exact deadline for final submission of 2008 data has not been
announced. At the end of the reporting period, data will be ana-
lyzed for each participating professional and bonus checks will
be awarded to those who reported successfully.4 Confidential
feedback reports will also be issued. (See Figure 1.) 

Who Can Participate? Any practitioner who accepts
Medicare part B payment and holds an active NPI can take part
in the program This includes non-physician providers such as
physical therapists, registered dietitians, social workers, and
other licensed practitioners. The complete list of eligible
reporters can be found on the CMS web site. At this time, physi-
cians that practice at Federally Qualified Clinics (FQC) and do
not bill under individual NPIs cannot participate.  

Selecting Measures. To participate, a practitioner selects at
least three measures that apply to his or her practice situation.
Measures are not specific to specialties per se, but they may lend
themselves to particular scopes of practice. The 119 measures for
2008 include 59 measures from the 2007 program, plus addition-
al clinical and structural measures that were approved through

consensus process. (Note that not all of the original 74 measures
used in 2007 are included for 2008 because they did not meet
consensus standards.)4 In general, the measures address manage-
ment of chronic conditions, procedure related actions, acute
episodes of care, resource utilization, prevention, and care coor-
dination. New for 2008 are measures pertaining to the use of
health information technology and electronic prescribing.

It is entirely up to the provider to choose which measures to
use, and there is no upper limit to the number on which one can
report. Some measures are designed to be reported only once
during the entire period while others require reporting with each
patient contact.

How to Report. Proper reporting consists of documenting
measure-specific information in the medical record and submit-
ting the appropriate quality data code(s) with the billing informa-
tion. To report, providers submit data on paper-based CMS 1500
claims or via electronic 837-P claims at the time of billing. The
PQRI reporting format uses numeric codes to relate whether or
not a clinical action was completed. CMS, in conjunction with
the AMA and other “owners” of the quality measures, have
assigned special CPT Category II and G codes to quality meas-
ures. These are known as quality data codes, and they correspond
to the 119 quality measures to be used in the 2008 program. To
correctly report, claims forms need to include CPT Category I
codes, ICD-9 codes, and the corresponding quality data codes
pertaining to that visit. Again, quality data codes must be submit-
ted at the time of billing and will not be accepted if submitted
after a billing has occurred for a given PQRI eligible service. A
practitioner’s NPI must also appear on the billing information
submitted to the Medicare Administrative Contractor (MAC). It
is important to ensure that the MAC recognizes the NPI and
maintains a link between it and the billing/claims data. Confiden-
tial feedback reports will be based on NPI and made available
directly to the providers. The reports are to include information
about the level of reporting as well as clinical performance as
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Figure 1. CMS PQRI Submission Process

Source: Medicare Learning Network (MLN) 2007



related to quality measures. A participant can earn a bonus of
1.5% of all Medicare Part B billings for successful reporting.

Reporting Measures Correctly. Successful participation
involves reporting on 80% of eligible cases for at least three
measures during the reporting period. Again, as the measures are
not ascribed to specific specialties, practitioners may choose any
three or more measures on which they wish to report. Once the
measures have been selected, the participant submits data by use
of the CPT Category II or G codes corresponding to each meas-
ure. When clinical actions are not done, reporting involves use of
modifier codes along with the CPT Category II or G codes. Mod-
ifiers include 1P, 2P, 3P, and 8P. For example, a physician may
determine that a patient meets eligibility for reporting on a meas-
ure but cannot receive the therapeutic intervention recommended
by the quality indicator due to one of four reasons; (1P) patient
reason (refusal); (2P) medical reason (adverse reaction to therapy
or contraindication); (3P) system reason (intervention not avail-
able or inaccessible); or (8P) reason not specified. The physician
submits the quality data code and appropriate modifier and is
credited for reporting regardless of whether or not the clinical
action was completed. (See Figure 2.) Note that some measures
require more than on CPT Category II or G code as well as the
appropriate modifiers.40 All required quality data codes must be
included when reporting. Further, there must be appropriate doc-

umentation within the patient medical
record to support all PQRI reporting. 

What Happens Next? Providers
that meet program requirements by the
end of the reporting period, December
31, 2008, will qualify for a one-time
reimbursement check from CMS for a
sum equal to 1.5% of their eligible
professional services under the Physi-
cian Fee Schedule. It should be noted
that the bonus calculation is based on
all Medicare professional billings
linked to the practitioner’s NPI for the
reporting period and is not limited to
the fees specific to PQRI contact. The
bonus will be issued to the holder of
the Tax ID Number (TIN). There is no
penalty assessed for reporting below
the threshold level.

The Fine Print. There are some
caveats. The measure list has been
expanded in 2008, but there will be
some specialists and practitioners who
may find that only one or two meas-
ures fit with their scope of their prac-
tice. This would limit their eligible
cases and decrease the denominator
for reporting. Providers reporting on
less than three measures or small num-
bers of cases may be subject to valida-
tion. Note that the cap provision from

the 2007 program has been discontinued for 2008. More detailed
information can be obtained from the CMS PQRI web site.1

Also, unlike current CMS reimbursement processes, PQRI incen-
tive bonuses are not subject to appeals or judicial review. If CMS
deems a practitioner ineligible to receive the bonus reimburse-
ment, it will not be paid. An informal inquiry process is being
developed.

Tips for Success in PQRI: How Do I Participate?
First, know the basics of the program. You must report on at

least 80% of eligible cases per measure to qualify for the incen-
tive payment. Providers are expected to report on at least three
measures unless there are fewer than three that apply to their
scope of practice. Reporting occurs at the time of claim for serv-
ice for eligible cases. (See Table 2.)

You do not need to know all the measures and their corre-
sponding quality data codes. Pick three measures that fit with
your scope of practice and patient population. If you are in a
practice with multiple providers, each participant selects his or
her own measures for reporting. It does not matter if providers
report on the same or different measures than their colleagues. It
will be important for billing and coding staff to know which
measures are being reported by each provider. Be familiar with
the measures that apply to your practice and don’t worry about
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Figure 2. Sample PQRI Reporting Scenarios

Mr. James presents for an office
visit with Dr. Lopez.

Mr. James has a diagnosis of
coronary artery disease with pre-

vious myocardial infarction.

Dr. Lopez documents that
Mr. James is receiving
beta-blocker therapy.
CPT II code 4006F

Dr. Lopez documents that
no beta-blocker therapy is
prescribed because Mr.
James is allergic.
CPT II code with modifier
4006F-1P

There is no documenta-
tion that any provider
addressed beta-blocker
therapy with Mr. James.
CPT II code with modifier
4006F-8P

Each of these represents a successful reporting for 2008 PQRI

Used with permission from: Gage Healthcare as adapted from Medicare Learning
Network (MLN) 2007.



the rest. Review the ICD-9-CM and CPT I codes that qualify
claims for reporting on those measures. Refer to the CMS Cod-
ing for Quality Handbook and the PQRI Measure Finder Tool for
more information.40

Determine your goals for participating. It is important to con-
sider your goals for participating in the PQRI program. Are you
most interested in quality improvement information, earning the
bonus, preparing for future incentive programs, improved public
profiling, or other benefits of participation? Some measures may
be easier to report while others may provide useful outcomes
data. Prioritizing your goals at the beginning will help you in
selecting measures that facilitate success.

Also, it is important to choose measures that have meaning to
your practice. Consider looking at your current practice demo-
graphics as well as anticipated growth or transition. If there are
clinical conditions or processes that you would like to improve,
look for measures in those areas. While choosing measures to
assist you in meeting goals for quality improvement with a spe-
cific diagnosis or population, consider the number of patients
within the category, ease of reporting on a particular measure and
how the data or act of reporting will assist you adjusting practice
habits to improve outcomes.

It can be helpful to use a team approach when implementing
PQRI. Teach office, billing, and clinical staff  about the program,
reasons for participating, the concept of quality reporting, and
any changes in their responsibilities that will be required. Allow-
ing staff to participate in setting quality improvement goals and
defining their role in the PQRI effort may increase their invest-
ment in the program.

There is no substitute for knowing your measures and coding
well. After selecting the measures, learn the corresponding quali-
ty data codes (either CPT II or G codes). Review the modifiers
that can be used with each quality data code. Create a “cheat
sheet” or use the many tool kits available to demystify PQRI
(CMS resources or commercially available tools).41 Be familiar
with age, sex, or other demographic requirements for the meas-
ures. Know the reporting frequency and time frames that apply to
your measures.

Before starting to report, analyze your practice processes. You
can expect to make at least minor adjustments to prepare for
PQRI. Examine clinic flow, staff responsibilities, office process-
es, methods of documentation, and billing system. Determine the
best mechanism within your office to “flag” eligible patients. Be
sure office staff are educated about the program and have the
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Table 2. Tips for Success in PQRI

KNOW THE PROGRAM BASICS

• You must report on at least 80% of eligible cases practice. 
• Reporting occurs at the time of claim for service for eligible 

cases.

KEEP IT SIMPLE 

• Pick three measures that fit with your scope of practice and 
patient population. 

• Know the ICD-9-CM and CPT I codes that qualify claims 
for reporting on those measures. 

DETERMINE YOUR GOALS FOR PARTICIPATING 

• Prioritizing your goals at the beginning will help you in 
selecting measures that facilitate success.

CHOOSE MEANINGFUL MEASURES  

• If there are clinical conditions or processes that you would 
like to address, select measures in those areas.

USE A TEAM APPROACH

• Allowing staff to participate in setting quality improvement 
goals and defining their role in the PQRI effort may 
increase their investment in the program.

KNOW YOUR MEASURES AND CODES  

Learn the quality data codes (either CPT II or G codes) and 
the modifiers that can be used with each quality data 
code. Be aware of reporting frequencies or time frames 
for measures.

DOCUMENT WELL

• Note clinical actions, laboratory values, pertinent medical 
history in the patient’s medical record. You can include 
the PQRI Data Collection Worksheets in the chart.

REPORT EARLY

• Submitting data with early encounters increases 
opportunities for success.

REPORT WITH CLAIMS SUBMISSIONS

• If you fail to report the measure at the time of the initial 
claim submission, you will not be able to resubmit the 
claim for purposes of adding quality data codes.

Table 3. PQRI Key Points

• PQRI is part of Value-Based Purchasing

• Program was initially launched in July 2007

• 2008 reporting period runs from January 1, 2008 through
December 31, 2008

• Participation is voluntary

• Providers must have an NPI to participate

• There are 119 quality measures

• Reporting occurs at time of claims submissions

• Successful participation requires 80% reporting on 3 
measures

• Bonus equals 1.5% of all Part B Billings for reporting period



tools needed for reference. If you use an electronic practice man-
agement system or electronic medical record (EMR), find out if
it can accommodate PQRI data collection. If your EMR system
is linked to a billing system, find out if the data can be trans-
ferred directly or must be manually uploaded. 

As always in patient care, it is essential to document thoroughly.
Support your reporting of quality measures by documenting clinical
actions, laboratory values, other study results, and pertinent medical
history or other information in the patient’s medical record. You can
include the PQRI Data Collection Worksheets in the chart to sup-
port documentation of the quality measure.

Additionally, the sooner you begin reporting the better. Some
measures need only be reported once during the reporting period,
so submitting data with early encounters increases opportunities
for success. Early participation will also allow you to modify
processes for reporting as needed. 

And lastly, report quality data codes with claims submissions.
Remember that if you fail to report the measure at the time of
initial bill submission, you will not be able to resubmit the claim
for purposes of adding quality data codes.
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Physician CME Questions

4. How many measures do you need to report on to be eligible for the

PQRI incentive payment?

A. 4

B. 3

C. 3, unless only one or two apply to my scope of practice

D. 4, unless only three apply to scope of practice

5. What is the threshold for eligible case reports that must be submitted

to achieve incentive bonus payment?

A. 90% on at least three measures

B. 78% on at least four measures

C. 80% on at least four measures

D. 80% on at least three measures

6. Reporting for the 2008 PQRI program begins:

A. February 29, 2008.

B. January 1, 2008.

C. April 15, 2008.

D. December 31, 2007.

7. Two types of PQRI quality data codes are:

A. CPT Category II and G codes.

B. CPT Category I and G codes.

C. CPT Category I codes and 8P modifiers.

D. CPT Category I  and ICD-9 codes. 

8. The statutory requirement for PQRI is found in which of the follow-

ing?

A. Physician Voluntary Reporting Program

B. National Technology Transfer and Advancement Act

C. National Institute of Standards and Technology

D. Tax Relief and Health Care Act

9. According to current literature, P4P programs underway in the U.S.

health care system number more than:

A. 56.

B. 39.

C. 150.

D. 200.

10. Which of the following are consensus bodies that review quality

measures for adoption under statutory requirements for CMS quality

initiatives?
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Primary Care Reports

CME Objectives

To help physicians:
• summarize the most recent significant primary care med-

icine-related studies;
• discuss up-to-date information on all aspects of primary

care, including new drugs, techniques, equipment, trials,
studies, books, teaching aids, and other information pertinent
to primary care;

• evaluate the credibility of published data and recommen-
dations; and

• describe the pros and cons of new testing procedures.



A. IOM and AQA

B. NQF and Leapfrog Group

C. NQF and AQA

D. Bridges to Excellence and AQA

11. The PQRI incentive payment calculation will be based on:

A. all submitted Medicare professional billings (Part B) for the

reporting period.

B. all submitted Medicare professional billings (Part B) for PQRI

eligible services during the reporting period.

C. 80% of submitted Medicare professional billings (Part B) for

PQRI eligible patients during the reporting period.

D. none of the above.

12. To participate in PQRI, clinical professionals must:

A. be licensed physicians. 

B. register through their Medicare Administrative Contractor.

C. hold an NPI. 

D. work in a primary care specialty.

CME Answer Key:
4. C; 5. D; 6. B; 7. A; 8. D; 9. C; 10. C; 11. A; 12. C
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CME Instructions

Physicians participate in this continuing medical education
program by reading the article, using the provided references for
further research, and studying the questions at the end of the arti-
cle. Participants should select what they believe to be the correct
answers, then refer to the list of correct answers to evaluate their
knowledge. To clarify confusion surrounding any questions
answered incorrectly, please consult the source material. After
completing this activity, you must complete the evaluation form
that will be provided at the end of the semester and return it in
the reply envelope provided to receive a certificate of completion.
When your evaluation is received, a certificate will be mailed to
you.
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In this issue: Rosiglitazone (Avandia) implicated in yet
another study; Prilosec and Nexium not associated with car-
diac events; Anastrozole (Arimidex) shown more effective
than tamoxifen for treatment of early-stage breast cancer;
antibiotics show no effect on sinusitis; FDA actions.

The handwriting may be on the wall for
GlaxoSmithKline's rosiglitazone (Avandia)
with yet another study implicating the drug

with an increased risk of heart failure, cardiovascu-
lar events and mortality when compared to other
oral hypoglycemic agents. The study was a nested
case-control analysis of a retrospective cohort study
using health care databases in Ontario. The patient
population was nearly 160,000 older (>65 years of
age) type 2 diabetics on at least one oral agent. The
primary outcome was emergency visit or hospital-
ization for congestive heart failure, while secondary
outcomes were AMI and all-cause mortality. After a
mean follow-up of 3.8 years, monotherapy with
rosiglitazone was associated with an increased risk
of CHF (RR 1.60; 95% CI 2.10; P<.001), AMI (RR
1.40; 95% CI, 1.05-1.86; P=.02), and death (RR 1.29;
95% CI, 1.02-1.62; P=.03). Thiazolidinediones in
general were evaluated in the study, but the adverse
effects were limited to rosiglitazone. Adverse effects
were found in patients who took the drug as a sin-
gle agent or in combination with other hypo-
glycemic drugs (JAMA. 2007;298:2634-2643).
Meanwhile, two large pharmacy benefit managers,
Prime Therapeutics and HealthTrans, have dropped
rosiglitzone from their formularies and the
Department of Veterans Affairs is severely limiting
the drug's use. Sales of the drug dropped 27% in the
second quarter of 2007 and 39% in the third quarter.

Prilosec and Nexium Cleared
Omeprazole (Prilosec) and esomeprazole

(Nexium) are not associated with increased rates
of cardiac events, according to statements on the
FDA web site. Concern was raised after
AstraZeneca submitted data from two long-term
studies in patients with severe gastroesophageal
reflux to assess treatment with either drug vs sur-
gery. Evaluation of secondary outcomes raised the
question of whether long-term use of these drugs
increased risk of cardiovascular events including
sudden death. In a statement published on the
FDA web site (www.fda.gov) on December 10, the
agency states that it has completed a comprehen-
sive scientific review of known safety data for
both drugs. Based on review of the two studies
presented by AstraZeneca and analysis of 14 com-
parative studies of omeprazole, no evidence of
increased rate of cardiac events was seen.
"Therefore, FDA continues to conclude that long-
term use of these drugs is not likely to be associ-
ated with an increased risk of heart problems. The
FDA recommends that health-care providers con-
tinue to prescribe, and patient's continue to use,
these products as described in the labeling for the
two drugs." 
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Anastrozole over Tamoxifen for Breast Cancer
Anastrozole (Arimidex) is more effective than

tamoxifen as adjuvant treatment for early-stage
breast cancer according to a study published online
as an early release in the Lancet Oncology. The study
looked at 6241 women with locally invasive breast
cancer who were randomized to anastrozole or
tamoxifen and followed for a median of 100
months. Primary endpoints were disease-free sur-
vival, and secondary endpoints were time to recur-
rence, incidence of new contralateral breast cancer,
time to distant recurrence, overall survival, and
death after recurrence. Endpoints were evaluated
in the total population and in the hormone-recep-
tor-positive subpopulation. The primary endpoint
and all secondary endpoints favored anastrozole
except for deaths after recurrence and overall sur-
vival for which there is no significant difference.
Fracture rates were higher in patients receiving
anastrozole compared to tamoxifen. There was no
difference in cardiovascular morbidity or mortality
between the two treatment groups. The authors
conclude that the study "establishes long-term effi-
cacy of anastrozole compared with tamoxifen as
initial adjuvant therapy for postmenopausal
women with hormone sensitive, early breast can-
cer, and provide statistically significant evidence of
a larger carryover effect after five years of adjuvant
treatment with anastrozole." (Lancet Oncology early
online publication, 50 December 2007). 

Antibiotics and Steroids Not for Sinusitis
Antibiotics and topical nasal steroids are of no

benefit for patients with acute maxillary sinusitis
according to a new randomized controlled trial of
240 adults. Patients with acute non-recurrent
sinusitis were randomized to treatment with antibi-
otics and nasal steroids, placebo antibiotic and
nasal steroid, antibiotic and placebo nasal steroids,
or placebo antibiotic and placebo nasal steroid.
Amoxicillin 500 mg three times a day for seven
days and budesonide spray once daily were the
active drug use in the study. The main outcome
was proportion of clinically cured at 10 days and
the duration of symptoms. Antibiotics made no dif-
ference in the proportion of patients with symp-
toms lasting 10 days or more (29% with antibiotics,
33.6% with no antibiotics).  Use of nasal steroid also
made no difference for the same measure (31.4%
with budesonide, 31.4% with no budesonide).  The
authors conclude that neither an antibiotic nor top-
ical steroid alone or in combination was effective as
the treatment for acute sinusitis in the primary care
setting (JAMA. 2007;298:2487-2496).

FDA Actions
An expert advisory panel of the FDA has rec-

ommended against approving Merck's petition to
take lovastatin (Mevacor) over-the-counter. This
was the third request in 7 years for OTC status for
the cholesterol-lowering drug. The advisers voted
10-2 against approval citing concerns whether
patients were capable of determining if they are
appropriate candidates for the medication. The
FDA generally follows the advice of its advisory
panels. 

The FDA has approved yet another beta-blocker
for the treatment of hypertension. MylanBertek’s
nebivolol (Bystolic) is a selective beta-1-adrenore-
ceptor blocker with vasodilating effects. The drug is
the 19th beta-blocker approved in the United States.

Wyeth has received an approvable letter for baze-
doxifene, a new selective estrogen receptor modula-
tor (SERM) for the prevention of osteoporosis in
postmenopausal women. In issuing the letter, the
agency asked for more data on the risk of blood
clots and stroke, problems that have plagued the
other marketed SERM for this indication (ralox-
ifene-Evista). The agency did not ask for new stud-
ies however. Wyeth is also seeking the indication
for treatment of osteoporosis in postmenopausal
women. When approved, bazedoxifene will be
marketed as Viviant.

The FDA has issued a safety warning on fen-
tanyl skin patches after several reports of deaths
and life-threatening side effects associated with
inappropriate use. The warning stresses that the
patches are only for patients who are opioid-tol-
erant and have poorly controlled pain on other
narcotic pain medications. The patches are not for
postoperative pain or sudden or occasional pain.
Patients who used the patch should be aware of
the signs of fentanyl overdose. Patients and
physicians should be aware of potential drug
interactions and physicians and pharmacists need
to instruct patients on appropriate use of the
patch. Patients also need to be aware that heat
sources such as heating pads, electric blankets,
saunas, heated waterbeds, hot baths, sunbathing
and even fever may result in sudden increases in
blood levels of fentanyl. 

The FDA has approved a new volume
expander for the treatment of volume loss dur-
ing surgery. German drugmaker Fresenius
Kabi's Voluven utilizes a new synthetic starch
that is insoluble in water. In clinical trials the
product was found to be as safe and effective as
Hespan, a currently approved starch solution
volume expander.   ■
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