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Navigating Hospital Rating Systems Can Be Difficult for Consumers

In light of the Affordable Care Act (ACA), many
consumers have taken a renewed interest in the delivery
of healthcare, and are increasingly concerned with the
quality of care they receive." These concerned
consumers have turned to the internet as a resource, as
reports that rate hospital and physician performance, as
well as hospital and physician rankings based on patient
satisfaction, safety, and infection rates, are becoming
increasingly popular.? However, there is a lack of
consistency in rating methods between reporting
agencies, and, as such, separate reports will often come
to different conclusions for a single entity.® These
conflicting reports can make the process of finding a
high quality provider more difficult for consumers,* and
potentially decrease hospital and physician patient
volume, and therefore revenue.® An increased awareness
of this disparity in ratings methodology will not only
help patients, but will also help bolster support for a
unified and standardized approach to hospital ratings.

As of March 2014, the individual mandate of the ACA
has reduced the national uninsured population by 5.4
million, indicating that the U.S. health insurance system
has, and will likely see, a significant increase in
patronage.® With this increased patronage, the ‘patient
experience’ Will become all the more important,
particularly as consumers become more concerned with
high quality care and lower prices.” As reported by
United Healthcare in 2012, 40 percent of those surveyed
indicated they had spent some time online researching
healthcare providers before being treated for a major
health-care event,® but just 14 percent were comparing
prices.” However, consumers are expected to
increasingly compare healthcare prices as more
advanced technology becomes available, making the
search for cost comparisons easier, which enables
consumers to take a more active role in their healthcare
selections.*®

A publication endorsed by the Governor of
Massachusetts recommended that patients conduct cost
comparisons, as well as consult safety ratings of
hospitals, particularly as approximately 440,000 people
die, per year, as a result of preventable medical errors.**
The publication endorsed by the Governor
recommended that consumers utilize the following
safety ratings, which are endorsed by the Leapfrog
Group:

© HEALTH CAPITAL CONSULTANTS

(1) “prevent medication errors;

(2) have appropriate Intensive Care Unit (ICU)
staffing levels, take steps to avoid harm;

(3) reduce pressure ulcers;
(4) reduce in-hospital injuries;

(5) manage serious errors; and,

. . . 12
(6) reduce intensive care unit infections.”

There are numerous companies which publish ratings of
both hospitals and their providers, with some of the best
known being:

(1) The Joint Commission, which accredits and
certifies more than 20,500 health care
organizations in the U.S.**;

(2) Consumer Reports, which helps consumers
“compare hospitals based on patient safety
scores, as well as individual measures relating
to patient experience, patient outcomes, and

certain hospital practices™*;

(3) HealthGrades, which describes itself as an
“online resource for consumers looking to
choose a doctor or hospital based on objective
information that can lead to better health;”*
and,

(4) The Leapfrog Group, which provides results
from voluntary surveys which “assess
hospitals on three key areas: how patients fare,
resources used in caring for patients, and
leadership and structures that promote patient
safety.”'

While these groups may have similar goals, there are
differences in:

(1) the groups’ method of gathering data;
(2) the groups’ reporting methods;

(3) the level of transparency in each groups’
reporting methods; and,

(4) differences among each groups’ rating scales."’

These differences in rating methods and scales may
result in “wildly divergent conclusions, and sometimes
provide as much confusion as clarity for consumers.”*®
A prominent example of differing ratings results can be
seen with the University of California San Francisco
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(UCSF) Medical Center, which has received high marks
in the various rating schemes, yet has been fined
$425,000 for repeatedly endangering patients.'® Another
example is the Saint Francis Hospital in Tulsa,
Oklahoma which is being penalized by Medicare “for
falling short on the government’s quality assessment,”
yet is ranked as the 2" best hospital in Oklahoma by US
News, and is a Healthgrades Distinguished Hospital for
Clinical Excellence.”® These discrepancies can occur
due to:

(1) the utilization of outdated data;

(2) the utilization of results from voluntary
responses, rather than direct data points;

(3) the weighing of categories differently, i.e.,
patient outcomes vs. patient satisfaction;

(4) the utilization of different rating systems, i.e., a
letter scale (A-F) vs. Stars vs. numerical; and,

(5) differences between rating systems designed to
give performance data, and those focused on
awards and recognition.?

Due to this variance between ratings reports, physicians
and hospitals have voiced their concern regarding how
to improve the quality of care and address patient
concerns, amid the dissemination of conflicting data
regarding the hospital or physician weaknesses.” The
Vice President of the Healthcare Association of New
York (HANY), an organization which advocates on
behalf of all New York hospitals and healthcare systems
at the State and Federal level,? explains that:

“Hospitals take (rating sites) very seriously
and use them to figure out how to deliver better
care. But unless there is some type of
standardized approach with very transparent
methodology, it’s going to be very difficult for
hospitals to really apply the ratings for the
purpose of quality improvement.”**

In response to the concerns of hospitals and physicians,
HANY created its “Report on Report Cards” as an
“educational resource for hospital leaders and their
boards; as a primer for evaluating and responding to
publicly available consumer report cards.”® This
“Report on Report Cards” aims to assist hospital leaders
in understanding what concerns from the ratings reports
are the most pressing, and the methods used to assign
those hospital ratings and rankings, so that hospital
leadership can accurately determine how best to
approach any alleged deficiency.®?” However, in
criticism of the “Report on Report Cards”, the ratings
groups have argued that HANY has a conflict of
interest, as HANY advocates for the hospitals, and
HANY was not transparent in the methods used to
create the “Report on Report Cards”.”® Furthermore,
executives from ratings sites argue that when a hospital
receives favorable ratings, the hospital rarely complains
about rating system methodologies or transparencies,
and instead will use the favorable ratings to bolster the
hospital’s reputation.?
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The issue of ratings has become important to hospitals
and physicians, likely, at least in part, due to a study
published in The Journal of the American Medical
Association (JAMA), which reported that 35% of
consumers utilizing ratings sites to search for doctors
selected their practitioner based upon good reviews,
while 37% avoided a doctor based upon a bad review.*
As such, physicians and hospitals could suffer
significant financial harm if a rating site portrays the
provider inaccurately.

There may not be a simple or immediately plausible fix
for the many ratings systems available on the internet.
However, in the meantime, Dr. Jeff Rice, CEO and
Founder of the Healthcare Bluebook, recommends that
hospitals take the lead in disclosing quality and cost
information in a clear and useful way,* which could
lessen consumer confusion, increase transparency, and
ultimately assist the consumer in making a more
informed decision in their search for high quality and
affordable healthcare.
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HEALTH CAPITAL
CONSULTANTS (HCC) is an
established, nationally recognized
healthcare financial and economic
consulting firm headquartered in
St. Louis, Missouri, with regional
personnel nationwide. Founded in
1993, HCC has served clients in
over 45 states, in providing
services including: valuation in all
healthcare sectors; financial
analysis, including the
development of forecasts, budgets
and income distribution plans;
healthcare provider related
intermediary services, including
integration, affiliation, acquisition
and divestiture; Certificate of
Need (CON) and regulatory
consulting; litigation support and
expert witness services; and,
industry research services for
healthcare providers and their
advisors. HCC’s accredited
professionals are supported by an
experienced research and library
support staff to maintain a
thorough and extensive knowledge
of the healthcare reimbursement,
regulatory, technological and
competitive environment.
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Robert James Cimasi, MHA, ASA, FRICS, MCBA, CVA, CM&AA, serves as Chief
Executive Officer of HEALTH CAPITAL CONSULTANTS (HCC), a nationally recognized
healthcare financial and economic consulting firm headquartered in St. Louis, MO, serving
clients in 49 states since 1993. Mr. Cimasi has over thirty years of experience in serving
clients, with a professional focus on the financial and economic aspects of healthcare service
sector entities including: valuation consulting and capital formation services; healthcare

\ industry transactions including joint ventures, mergers, acquisitions, and divestitures;
litigation support & expert testimony; and, certificate-of-need and other regulatory and policy planning
consulting.

Mr. Cimasi holds a Masters in Health Administration from the University of Maryland, as well as several
professional designations: Accredited Senior Appraiser (ASA — American Society of Appraisers); Fellow
Royal Institution of Chartered Surveyors (FRICS — Royal Institute of Chartered Surveyors); Master Certified
Business Appraiser (MCBA — Institute of Business Appraisers); Accredited Valuation Analyst (AVA —
National Association of Certified Valuators and Analysts); and, Certified Merger & Acquisition Advisor
(CM&AA — Alliance of Merger & Acquisition Advisors). He has served as an expert witness on cases in
numerous courts, and has provided testimony before federal and state legislative committees. He is a
nationally known speaker on healthcare industry topics, the author of several books, the latest of which
include: “Accountable Care Organizations: Value Metrics and Capital Formation™ [2013 - Taylor & Francis,
a division of CRC Press], “The Adviser’s Guide to Healthcare” — Vols. I, Il & 111 [2010 — AICPA], and “The
U.S. Healthcare Certificate of Need Sourcebook™ [2005 - Beard Books]. His most recent book, entitled
"Healthcare Valuation: The Financial Appraisal of Enterprises, Assets, and Services" was published by John
Wiley & Sonsin March 2014.

Mr. Cimasi is the author of numerous additional chapters in anthologies; books, and legal treatises; published
articles in peer reviewed and industry trade journals; research papers and case studies; and, is often quoted by
healthcare industry press. In 2006, Mr. Cimasi was honored with the prestigious “Shannon Pratt Award in
Business Valuation” conferred by the Institute of Business Appraisers. Mr. Cimasi serves on the Editorial

Board of the Business Appraisals Practice of the Institute of Business Appraisers, of which he is a member of
the College of Fellows. In 2011, he was named a Fellow of the Royal Institution of Chartered Surveyors
(RICS).

Todd A. Zigrang, MBA, MHA, ASA, FACHE, is the President of HEALTH CAPITAL
CONSULTANTS (HCC), where he focuses on the areas valuation and financial analysis for
hospitals and other healthcare enterprises. Mr. Zigrang has significant physician integration
and financial analysis experience, and has participated in the development of a physician-
owned multi-specialty MSO and networks involving a wide range of specialties; physician-
owned hospitals, as well as several limited liability companies for the purpose of acquiring
acute care and specialty hospitals, ASCs and other ancillary facilities; participated in the
evaluatlon and negotiation of managed care contracts, performed and assisted in the valuation of various
healthcare entities and related litigation support engagements; created pro-forma financials; written business
plans; conducted a range of industry research; completed due diligence practice analysis; overseen the
selection process for vendors, contractors, and architects; and, worked on the arrangement of financing.

Mr. Zigrang holds a Master of Science in Health Administration and a Masters in Business Administration
from the University of Missouri at Columbia. He is a Fellow of the American College of Healthcare
Executives, and serves as President of the St. Louis Chapter of the American Society of Appraisers (ASA).
He has co-authored “Research and Financial Benchmarking in the Healthcare Industry” (STP Financial
Management) and “Healthcare Industry Research and its Application in Financial Consulting” (Aspen
Publishers). He has additionally taught before the Institute of Business Appraisers and CPA Leadership
Institute, and has presented healthcare industry valuation related research papers before the Healthcare
Financial Management Association; the National CPA Health Care Adviser’s Association; Association for
Corporate Growth; Infocast Executive Education Series; the St. Louis Business Valuation Roundtable; and,
Physician Hospitals of America.

Matthew J. Wagner, MBA, is Senior Vice President of HEALTH CAPITAL CONSULTANTS
(HCC), where he focuses on the areas of valuation and financial analysis. Mr. Wagner has
provided valuation services regarding various healthcare related enterprises, assets and
services, including but not limited to, physician practices, diagnostic imaging service lines,
ambulatory surgery centers, physician-owned insurance plans, equity purchase options,
physician clinical compensation, and healthcare equipment leases.

John R. Chwarzinski, MSF, MAE, is a Vice President of HEALTH CAPITAL
CONSULTANTS (HCC). Mr. Chwarzinski holds a Master’s Degree in Economics from the
University of Missouri — St. Louis, as well as, a Master’s Degree in Finance from the John
M. Olin School of Business at Washington University in St. Louis. Mr. Chwarzinski’s areas
of expertise include advanced statistical analysis, econometric modeling, and economic and
financial analysis.

Jessica L. Bailey, Esq., is the Director of Research of HEALTH CAPITAL CONSULTANTS
(HCC), where she conducts project management and consulting services related to the
impact of both federal and state regulations on healthcare exempt organization transactions
and provides research services necessary to support certified opinions of value related to the
Fair Market Value and Commercial Reasonableness of transactions related to healthcare
enterprises, assets, and services. Ms. Bailey is a member of the Missouri and Illinois Bars
and holds a J.D. and Health Law Certificate from Saint Louis University School of Law,
where she served as Fall Managing Editor for the Journal of Health Law and Policy.
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