1944

The NEW ENGLAND JOURNAL of MEDICINE

HEALTH POLICY REPORT

Mary Beth Hamel,

M.D., M.P.H., Editor

Successes and Failures of Pay for Performance
in the United Kingdom

Martin Roland, D.M., and Stephen Campbell, Ph.D.

In 2004, the United Kingdom introduced one of
the world’s largest pay-for-performance pro-
grams, the Quality and Outcomes Framework,
with a quarter of the income of family practi-
tioners tied to measures of their performance.*
Since then, much research has been conducted
to answer the question “Does pay for perfor-
mance improve the quality of health care?” This
research has included more than 20 systematic
reviews and now 1 systematic review of system-
atic reviews.? As a summary of this increasing
body of work, it is clear that pay for performance
can be effective. However, the effects are some-
times only short-term and are often not as large
as payers wish. The effect of incentives is depen-
dent on the context in which they are introduced,
and pay-for-performance programs always have
the potential to produce unintended conse-
quences. This leads to many unanswered ques-
tions about how such programs can best be in-
troduced® and suggestions from a range of
countries on the key design issues that need to
be considered.*”

There has been a growing awareness in the
United Kingdom among both professionals and
politicians that the Quality and Outcomes
Framework needs major change, and some
changes have recently been adopted.® On the
basis, in part, of our experience in advising suc-
cessive governments on the design and content
of the program, we describe some of its suc-
cesses and failures.

The success or failure of a pay-for-perfor-
mance program is predicated on its clarity of
purpose and criteria for assessing performance.®
The Quality and Outcomes Framework was
originally designed in part to give family practi-
tioners a substantial pay increase, since govern-
ment officials had agreed that this was neces-
sary to boost recruitment in primary care. The
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profession offered quality in return. However,
the amount of program-associated money (25%
of family practitioners’ income) became increas-
ingly regarded as a distraction, diverting their
gaze onto limited parts of clinical practice and
reducing the focus on the patient’s agenda dur-
ing the consultation. Changes were recently ad-
opted to reduce the pay-for-performance ele-
ment of family practitioners’ income by around
a third and to redistribute that money to other
mechanisms of payment — principally, capita-
tion payments. This change has been welcomed
by many practitioners, since it recognizes that
much clinical work cannot be measured and
that incentives have the potential for unintend-
ed consequences. All payment mechanisms
(e.g., salary, fee for service, and pay for perfor-
mance) have drawbacks,’® and many payers are
looking to blended payment systems to balance
the advantages and disadvantages of various
ways of paying physicians. As the percentage of
physicians’ pay that is tied to performance in-
creases (e.g., above 10%), the effect of the pro-
gram is likely to increase, but so are the risks of
unexpected or perverse consequences.

It is clear that financial incentives change
doctors’ behavior. In 2004, when the Quality
and Outcomes Framework was introduced,
much changed overnight. Family practitioners
and practice staff started using full electronic
medical records because without these systems,
payments could not be made. They also changed
the structure and staffing of their practices in
two Key respects. First, there was an increase in
nursing staff, with the management of major
chronic diseases such as diabetes increasingly
moved out of regular response-mode consulta-
tions into nurse-run, protocol-driven clinics.
Second, there was an increase in administrative
staff so that family practitioners could have rap-
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id access to data on their performance. These
changes were already under way, with many
family practitioners realizing that the systematic
monitoring of chronic diseases needed to be
more organized. Over time, however, the pro-
gram became more intrusive into regular con-
sultations with family practitioners. This was
partly because the number of conditions in the
framework increased to such an extent that
nurse-led clinics could no longer be used for all
the conditions that were covered. Moreover,
family practitioners resented constant electronic
reminders of “boxes to be ticked,” which led to
a more biomedical focus in consultations with
less attention being paid to patients’ con-
cerns.'>12 Table 1 summarizes the key features
of the original Quality and Outcomes Framework
and subsequent changes.

CLINICAL INDICATORS

Clinical care probably improved after the intro-
duction of the Quality and Outcomes
Framework,'3 though the effects were not com-
pelling and were difficult to disentangle from
other ongoing quality-improvement initiatives
(e.g., national guidelines and public release of
information on quality of care). For major chron-
ic conditions, it seemed that the incentives

maintained or increased preexisting trends in
quality improvement but that the effect pla-
teaued as physicians gained the maximum re-
wards available (Fig. 1A).

The program may have had a greater effect
in clinical areas that were not previously mea-
sured and were low priorities for family practi-
tioners before the program was initiated (e.g.,
annual review of patients with a learning dis-
ability). However, for the major chronic condi-
tions, such as diabetes and heart disease, finan-
cial incentives should be seen as one part of a
wider strategy of quality improvement. This
philosophy is consistent with the general litera-
ture on quality improvement, which suggests
that there is no “magic bullet” but that multiple
interventions that are sustained over time can
produce major improvements in care.*4

Not all new indicators had professional sup-
port. One example shows the challenges of in-
troducing an indicator that was not widely ac-
cepted as a legitimate part of practice. This
indicator was the requirement that family prac-
titioners who were seeing a patient with depres-
sion should record the severity of depression by
means of a standard scale (e.g., the Patient
Health Questionnaire 9). The rationale for this
requirement was based on research evidence
that family practitioners often underestimate

Table 1. Summary of Key Features of the Quality and Outcomes Framework, 2004-2014.

Original Program (2004)
Clinical indicators

Clinical indicators covered coronary heart
disease, heart failure, stroke and tran-
sient ischemic attack, hypertension,
diabetes, chronic obstructive pulmo-
nary disease, epilepsy, cancer, mental
health, hypothyroidism, and asthma.
Payments were on a sliding scale be-
tween upper and lower performance
thresholds.

Organizational indicators

Organizational indicators covered records
and data, information for patients,
education and training, practice
management, and management
of medications.

Patient experience indicators

The reporting of patient experience was
rewarded by encouraging family prac-
titioners to engage with patients to
review survey results.

Changes between 2005 and 2013

Clinical indicators were updated in 2006, 2009,
and 2011, with a progressive increase in
both upper and lower performance thresh-
olds for established indicators. Included
was the addition of new conditions, such
as atrial fibrillation, peripheral artery dis-
ease, dementia, depression, chronic kidney
disease, learning disability, osteoporosis,
rheumatoid arthritis, and palliative care.

In 2012, organizational indicators were
dropped and replaced in part by public
health indicators (e.g., obesity, smoking,
and sexual health).

A short-lived attempt to pay family practitioners
according to survey results was replaced
by incentives to establish formal patient
groups to review survey results.

Changes for 2014-2015

The proportion of family practitioners’ income
accounted for by the pay-for-performance
program would be reduced by a third.

Indicators requiring practices to review data
on specialist referrals and unscheduled
hospital admissions would continue to be
developed, along with proactive case man-
agement for vulnerable elderly patients.

None
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Figure 1. Mean Scores for Quality of Care in the United Kingdom, 1998-2007.

Panel A shows scores for the quality of care provided for coronary heart
disease, asthma, and diabetes in a representative sample of practices
(studied only in England) before and after the introduction of the Quality
and Outcomes Framework, a national pay-for-performance program, in
2004. Quality scores range from 0% (no quality indicator was met for any
patient) to 100% (all quality indicators were met for all patients). Panel B
shows scores for patients’ perceptions of communication with physicians,
access to care, and continuity of care. Communication was assessed by ask-
ing seven questions, with the answers scored on a six-point scale ranging
from “very poor” to “excellent.” Continuity of care was assessed with the use
of the same six-point scale and a single question: “How often do you see
your usual doctor?” Access to care was scored as the percentage of patients
who reported that they were able to get an appointment within 48 hours. All
scores were rescaled to range from 0 to 100. Data are from Campbell et al.*?

the severity of depression. This indicator was
unpopular with family practitioners, partly be-
cause administering a questionnaire during a
visit with a new patient with depression often
seemed to intrude into difficult and sensitive
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consultations.’s After some years, the indicator
was dropped and was replaced by one that re-
quired physicians to record that they had com-
pleted a “biopsychosocial assessment,” without
any specification of what such an assessment
should contain. This meaningless indicator has
also been dropped in the most recent changes
to the framework. The message from this expe-
rience is that not everything that is important
can be measured, and indicators should not be
forced onto aspects of practice that are not eas-
ily measured — for example, mental health care
and care of the frail elderly with multiple chron-
ic conditions.

ORGANIZATIONAL INDICATORS

Organizational indicators — which include rec-
ords and data about patients, information for
patients, education and training, practice man-
agement, and management of medications —
were introduced in the original framework but
were never a great success. Although these indi-
cators contained some laudable incentives (e.g.,
annual appraisal of all staff and the requirement
to document improvements in prescribing prac-
tices), they were easy to achieve. Since almost all
family practitioners got the maximal incentive
payments from the start, there was little room
for improvement. Organizational indicators
were removed in 2012. The focus of these indica-
tors has now shifted to emphasize indicators
that reward practices for reviewing data on spe-
cialist referrals and unscheduled hospital admis-
sions and for proactive case management for
vulnerable elderly patients. The benefits of these
changes remain to be seen, but they are promis-
ing because they are designed to focus attention
on frail patients with multiple coexisting condi-
tions for whom quality indicators that are devel-
oped for single conditions often appear to be
inappropriate and miss the real needs of this
increasingly important group of patients.1%1

PATIENT EXPERIENCE INDICATORS

The initial introduction of patient experience
into the Quality and Outcomes Framework gave
family practitioners a substantial reward for do-
ing little in this area — conducting surveys in
their practices and engaging with patients in re-
viewing the survey results. At about that time,
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government administrators became concerned
that access to primary care was getting worse.
Problems in access were in part an unintended
consequence of a previous quality indicator that
gave family practitioners an incentive to offer
appointments to patients within 48 hours.
Family practitioners had responded to this in-
centive by introducing “advanced access,”'®1°
which offered appointments that could be made
on the same day but reduced the availability of
future appointments, thus making it harder for
patients to book ahead.?° The result was that the
government target had been met, but paradoxi-
cally patients found it harder to make appoint-
ments (Fig. 1B). The attempt to fix this problem
went seriously wrong by introducing a large na-
tional patient survey in order to pay family prac-
titioners on the basis of the reported ease of get-
ting appointments.2* Doctors were suspicious of
the surveys, and many did not regard them as
valid measures of quality.22 To add to the prob-
lem, a misjudgment was made in the formula
linking payments to survey scores, which result-
ed in the translation of large, random, year-to-
year variation in scores into large, random, year-
to-year variation in payments.?? This meant that
a practice that had made considerable efforts to
improve access could find that payments for the
indicator were reduced.

There are substantial problems with linking
patient-experience scores directly to physicians’
pay,2* and this unpopular indicator was dropped
in 2011. Despite the failure of this indicator, the
attempt to provide incentives in practices to es-
tablish patient groups and to engage with them
about improving care may have started to
change relationships between practitioners and
their patients.?>

UNINTENDED CONSEQUENCES

Unintended consequences are high on the list of
criticisms of pay for performance,*?” and the
risks of perverse or unintended consequences
associated with the publication of performance
data are well known.2® Pay-for-performance pro-
grams can reward only what can be measured
and attributed, a limitation that can lead to less
holistic care and inappropriate concentration of
the doctor’s gaze on what can be measured rath-
er than on what is important.*>2° There is some
evidence that, as in a previous incentive program
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in the United Kingdom,3° the Quality and
Outcomes Framework has led to some adverse
effects on the quality of care for medical condi-
tions that are not included in the incentive pro-
gram.3* To some extent, this is an inevitable
consequence of the diversion of clinical atten-
tion toward some conditions and, by implica-
tion, away from others. Although this change in
focus is a common source of complaints, it
would not necessarily be a bad thing if the focus
of clinicians was diverted to conditions that had
the greatest potential for health gain. However,
such a balance is hard to strike.

From the start of the program, many observ-
ers had been concerned that physicians would
“game” the system to maximize their incomes.
It is likely that this fear has been realized to
some extent,32 since all the information from
the Quality and Outcomes Framework is public-
ly available, physicians care about their reputa-
tions, and family practitioners expend substan-
tial energy in getting very high scores. However,
the abuse of exception reporting (which allows
family practitioners to exclude patients from in-
dividual or groups of indicators) has not been as
widespread as administrators feared.33-3> Physi-
cians remain convinced that it is important for
them to exclude patients from indicators that
they regard as inappropriate for individual pa-
tients. This flexibility is a key part of maintain-
ing professional buy-in and removing incentives
for family practitioners to disenroll problematic
patients (“cherry picking”) or to provide treat-
ment that the practitioner judges is not in the
patient’s interest. The latter can be particularly
damaging to professional motivation and morale.

PROFESSIONALISM AND INTERNAL
MOTIVATION

Throughout the 10 years that the pay-for-perfor-
mance program has been in operation, doctors
have been ambivalent about it. They welcomed
some aspects of the program in which the
framework reinforced commonly accepted medi-
cal standards, but they were concerned about a
loss of autonomy and professionalism and be-
coming less skilled in dealing with certain con-
ditions, such as diabetes, since nurses were be-
coming more involved in chronic disease
management.3%37 Although most family practi-
tioners welcomed the initial pay increase, many

NEJM.ORG MAY 15, 2014

The New England Journal of Medicine

Downloaded from nejm.org by yael rosenbluth on May 15, 2014. For personal use only. No other uses without permission.

Copyright © 2014 Massachusetts Medical Society. All rights reserved.

1947



The NEW ENGLAND JOURNAL of MEDICINE

Table 2. Lessons from the United Kingdom on Pay for Performance.

Pay for performance can be used to improve the quality of care, but it is not a
“magic bullet” and needs to be combined with other quality-improvement
initiatives to produce sustained improvements.

Aligning financial incentives with professional values may reduce the risk of
unintended consequences, including gaming.

Pay-for-performance administrators need to recognize that large parts of clinical
practice cannot currently be measured. It is better to recognize this than
to force poorly designed indicators into a program.

Physicians care about their reputations. Public reporting of information on
quality of care is often introduced at the same time as pay-for-performance
programs and may be an important driver of behavior change.

Single-condition indicators do not adequately meet the needs of elderly patients
with multiple coexisting medical conditions. Newer indicators attempt to
address the quality of care for this increasingly important population.

Attaching 25% of income to pay for performance resulted in a major focus of
family practitioners’ attention on limited areas of clinical practice. A proposed
redistribution of income that reduces this percentage has been widely
welcomed.

of them began to resent the program as succes-
sive governments clawed back the initial large
increases with a succession of below-inflation
raises. The program was also resented by many
nurses and salaried doctors who saw themselves
contributing to income generation but not shar-
ing in the benefits.2%:38

There is clearly a problem in trying to include
more and more conditions into a pay-for-perfor-
mance program, especially when the overall
money that is available remains the same. Pro-
gressively, the burden of the recording of data
mounts, with consultations becoming increas-
ingly disrupted by the need to respond to re-
quests or prompts for information. Improve-
ments in care that follow the introduction of an
incentive may not be long lasting, and there is
some evidence that quality of care may decline
when an incentive is removed.3° The most recent
changes that have been adopted for 2014-2015
indicate some reining in of the program, with a
reduction by a third in the proportion of family
practitioners’ income that is associated with pay
for performance. This change has been gener-
ally welcomed.

Some of the lessons from 10 years’ experi-
ence of pay for performance in the United
Kingdom are summarized in Table 2. There is a
case for including pay for performance as part
of physicians’ payment, not least because of the
problems associated with all other payment sys-
tems. Thus, the choice should not be whether to
adopt a pay-for-performance program but rather
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should be which type of program to use in com-
bination with which other quality-improvement
interventions.
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