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The U.S. health care system is in the midst of transforming from a
fee-for-service system to a value-based system that delivers high-
quality and cost-effective care. Quality reporting programs and
increasing transparency of performance are meant to encourage
physicians and hospitals to invest in improving the delivery of care.
In 2006, the Centers for Medicare & Medicaid Services imple-
mented the Physician Quality Reporting System (PQRS). The PQRS
is an incentive and penalty payment program for eligible profes-
sionals who report data on quality measures for covered profes-

sional services furnished to Medicare beneficiaries. The program
gives eligible professionals the opportunity to assess the quality of
care they are providing to their patients and compare their perfor-
mance on a given measure with that of their peers. This article
discusses the history of PQRS, the 2014 PQRS, and how it affects
other quality programs.
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Over the past few years, numerous programs and ini-
tiatives have focused on shifting our health care sys-

tem toward a value-based purchasing system and improv-
ing the quality of health care. Public and private payers
have implemented many quality reporting and pay-for-
performance programs to encourage physicians and hospi-
tals to invest in improving the delivery of care. The Centers
for Medicare & Medicaid Services (CMS) has various qual-
ity initiatives that provide information and support to im-
prove the quality and coordination of health care delivery
across settings, thereby transitioning to a new quality-based
payment system.

WHAT IS THE PQRS AND WHY DID CMS START IT?
The Physician Quality Reporting System (PQRS) uses

a combination of incentive payments and payment adjust-
ments to promote reporting of quality information by eli-
gible professionals (EPs). The PQRS applies to all EPs as
defined by CMS, which generally include physicians and
other health care professionals who are paid under the
Medicare physician fee schedule. This CMS program is
intended to give participating EPs the opportunity to assess
the quality of care they are providing to their patients
through reporting quality measures and comparing their
performance on a given measure with that of their peers
(1). The CMS uses quality measures as tools to help eval-
uate or quantify health care processes, outcomes, patient
perceptions, and organizational structure.

To encourage participation, the PQRS began with in-
centive payments. Over time, negative adjustments have
been implemented. Successful PQRS participation is based
on reporting the EP-selected quality measures. Incentive
payments and adjustments will affect the EP’s total allow-
able Medicare charges for a given year. For example, if a
physician does not successfully submit quality PQRS data,
a 2.0% payment reduction would be applied to the fee
schedule amount for services furnished during the given
year of the penalty. Furthermore, this program differs from
the Hospital Value-Based Purchasing Program, which aims

to transform the quality of hospital care by realigning hos-
pitals’ financial incentives.

Congress authorized the development and implemen-
tation of the PQRS through legislation. The Tax Relief
and Health Care Act of 2006 required CMS to establish
the PQRS as a voluntary pay-for-reporting program that
included claims-based reporting. Eligible professionals who
met the criteria for submitting quality data could earn a
1.5% payment increase. The program continued to grow
and was made permanent in the Patient Protection and
Affordable Care Act, which included many other provi-
sions aimed at shifting payment from a pure fee-for-service
or volume-based system to reimbursement for outcomes
(that is, a value-based payment system) (2).

Although Congress has passed laws to authorize and
make changes to the PQRS, the Department of Health and
Human Services, specifically CMS, is the regulatory agency
tasked with crafting the necessary regulations to implement
the laws. Each year, CMS establishes the Medicare physi-
cian fee schedule through the regulatory rule-making pro-
cess. This process involves revision of payment policies;
policy changes related to Medicare Part B payments, in-
cluding implementation of legislation; and finalization of
how the PQRS is implemented.

The measures included in the PQRS change yearly
and are selected through the CMS call-for-measures pro-
cess (3). The CMS reviews the measures submitted and
proposes specific measures to be included in the PQRS
during creation of the yearly Medicare physician fee sched-
ule. The measures vary by specialty and focus on care co-
ordination, patient safety and engagement, clinical process
or effectiveness, and population health.

Many stakeholders, including the National Commit-
tee for Quality Assurance, physician specialty societies, the
CMS, and other physician organizations, develop mea-
sures. This multistep process involves identifying the clin-
ical area to evaluate; extensively reviewing the literature;
developing the measure with the appropriate panels; vet-
ting the measure with various stakeholders; and performing
a field test to evaluate feasibility, reliability, and validity.
Many measures are submitted to the National Quality Fo-
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rum for evaluation and endorsement. Although not a re-
quirement, several measures included in the PQRS are en-
dorsed by this organization.

WHAT MUST PHYSICIANS DO TO COMPLY AND IN

WHAT TIME FRAME?
The 2014 PQRS includes new reporting options and

requirements for EPs and group practices. As the incentive
payments are being phased out, 2014 will be the last year
EPs can earn a 0.5% payment incentive. In addition,
PQRS reporting during 2014 will affect the 2016 PQRS
payment penalty. The delay in the adjustment, which can
be confusing, means that an EP or a group practice that
did not satisfactorily report or qualify for a payment incen-
tive during 2014 will receive a 2.0% payment deduction
on the fee schedule amount for services provided during
2016 (4, 5).

Eligible professionals can choose from 284 available
quality measures and various reporting options (Table) to
comply with the PQRS requirements. Specific reporting
criteria and requirements can be found on the CMS Web
site. Requirements vary based on reporting method; how-
ever, avoiding the 2016 payment penalty generally requires
individual EPs or group practices to report 3 or more qual-
ity measures covering at least 1 of the national quality
strategy domains and report each measure for at least 50%
of their Medicare Part B fee-for-service patients to which
the measure applies. Practices are encouraged to check with
CMS to ensure that they are aware of the specific criteria
for their chosen reporting method. When selecting mea-
sures, EPs and group practices should consider common
clinical conditions in their practice, type of care provided
(that is, preventive, chronic, or acute), settings of care
(emergency department, office, or surgical suite), quality
improvement goals for 2014, and coordination with par-
ticipation in other quality reporting programs.

Many resources and tools are available to assist physi-
cians and other eligible professionals in successfully partic-

ipating in PQRS. The CMS has lists of available measures
and qualified registries on their Web site. For more infor-
mation and resources on the PQRS, visit www.cms.gov
/PQRS.

HOW IS THE PQRS RELATED TO OTHER PROGRAMS,
AND WHAT DOES THE PUBLIC SEE?

Physician Compare, a CMS-developed Web site, pub-
licly reports information on physicians enrolled in the
Medicare program. When launched in 2010, the Web site
posted the names of EPs who satisfactorily submitted qual-
ity data for the 2009 PQRS. Today, Physician Compare
includes a section on each EP’s profile that lists the quality
programs with successful participation. The CMS plans to
publicly report specific measures collected through the
PQRS in future versions of the Web site (4). Physician
Compare is available to the public to help consumers and
Medicare beneficiaries make informed choices about the
health care received through Medicare.

The Value-Based Payment (VBP) program is another
CMS physician quality program that is closely linked to
the PQRS. This program assesses quality of care and its
cost under the Medicare physician fee schedule. In imple-
menting this program, CMS aligned it with the PQRS to
reduce the reporting burden on physician practices (4).
This means that reporting for PQRS also fulfills the re-
quirement under the VBP program. In 2016, groups with
10 or more EPs who submit claims to Medicare will be
subject to the VBP program. These practices can partici-
pate in PQRS as a group or have at least 50% of their EPs
participate in PQRS as individuals. Groups that do not
successfully participate in PQRS during 2014 will be sub-
ject to a 2.0% VBP reduction in 2016 in addition to the
PQRS adjustment. For more information on the VBP
program, visit www.cms.gov/Medicare/Medicare-Fee-for
-Service-Payment/PhysicianFeedbackProgram/index.html.

In 2014, EPs have an opportunity to earn an addi-
tional PQRS payment incentive of 0.5% by participating
in a maintenance of certification program. To earn the
additional incentive, the EP must satisfactorily submit data
on quality measures under PQRS for a 12-month reporting
period as an individual or group, participate in a mainte-
nance of certification program, and successfully complete
the practice assessment of a qualified program (6).

WHAT IS THE FUTURE OF THE PQRS?
Although the 2014 PQRS is confusing and over-

whelming, it is important that EPs are aware of the pro-
gram and participate. Reporting PQRS quality measures
during 2014 will have an effect on Medicare fee-for-service
payments for all EPs in 2016. Eligible professionals who do
not successfully report in 2014 will receive a 2.0% pay-
ment reduction in 2016. Furthermore, our health care sys-
tem will continue to shift toward a value-based system

Table. 2014 PQRS Reporting Mechanisms

Individual Eligible
Professional Options

Group Practice Options

Medicare Part B claims Qualified PQRS registry
Qualified PQRS registry Group Practice Reporting Option Web interface

(only for groups of �25 EPs)
Direct electronic health

record using CEHRT
Direct electronic health record using CEHRT

CEHRT via data
submission vendor

CEHRT via data submission vendor

Qualified clinical data
registry

Clinician and Group Survey Consumer
Assessment of Healthcare Providers and
Systems CMS-certified survey vendor (only
for groups of �25 EPs)

CEHRT � certified electronic health record technology; CMS � Centers for
Medicare & Medicaid Services; EP � eligible professional; PQRS � Physician
Quality Reporting System.
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through quality reporting and transparency of perfor-
mance. Although the PQRS may transform into other
value-based programs, it will probably maintain similar
principles and continue to focus on the importance of
patient-centered, high-quality, and cost-effective care.
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ANNALS TEACHING TOOLS

Annals provides content and resources in formats that will assist you in
your teaching activities. Teaching tools provided include:

Annals for Educators alerts: Tips from the editors on ways to use
selected articles from each issue to help you in your teaching activities.

In the Clinic Slide Sets: PowerPoint slide sets that summarize key points
from each In the Clinic issue.

On Being a Doctor Teaching Modules: Materials developed to support
teaching and learning about the experiences of being a physician as
represented in these popular essays.

ACP resources, such as the Physician Educators’ Special Interest
Group, High Value Care Curriculum, and other resources for medical
educators.

For these resources, please visit www.annals.org/public/teachingtools
.aspx.
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