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The Issue

A growing number of health care purchasers are looking to combine incentives for providers to
reduce spending (e.g., through global budgets or shared risk) with incentives to improve quality
(e.g., through pay-for-performance bonuses). Blue Cross Blue Shield of Massachusetts’ Alternative
Quality Contract (AQC), established in 2009, is an early example of such a payment approach.
Commonwealth Fund-supported researchers examined how the AQC has affected the quality of
care for children, including those with special health care needs, as well as spending levels.

Key Findings

* AQC providers received payment incentives for six preventive and acute-care measures. Looking
at these measures as a composite, pediatric care quality increased by 3.2 percentage points
among AQC providers compared with 1.7 percentage points among non-AQC providers.

* Among AQC providers, performance on measures of preventive care increased more for
children with special health care needs than for other children (1.8 vs. 1.2 percentage points).



e There were no significant differences in performance between AQC and non-AQC groups on
quality measures that were not tied to incentives.

e The AQC had no significant impact on spending trends. Average total annual medical spending
for children with special health care needs was about five times greater than it was for children
without special needs.

Addressing the Problem

At baseline, performance on measures of acute care among AQC providers was already high, which
perhaps explains why only modest improvement was seen, according to the researchers. In order to
reap greater improvements and potentially accrue savings, they say, global budget arrangements may
need to target pediatric care processes and outcomes related to children with special health care
needs—a growing population that has higher-than-average health care cost.

The AQC was not associated with changes in care quality not linked to the incentives. At the same
time, the contract did not motivate providers to overemphasize those health care services tied to
incentives at the expense of other services—an original concern.
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The Bottom Line

The Alternative Quality Contract improved preventive care quality, particularly benefiting children
with special health care needs. It did not, however, slow health care spending in its first two years of
implementation.
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