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In recent years, there has been a drive toward episode-based performance measurement to 

better understand the utilization and costs associated with certain conditions. Even with 

growing interest in expanding performance measurement approaches to include episode-based 

measures, there remains a great deal to learn about these approaches and in understanding the 

challenges to measuring costs through this lens. Among the various approaches to measuring 

episodes of care, episode grouper software tools have been evolving, namely in the commercial 

sector, as a widely accepted method for aggregating claims data into episodes to assess 

condition-specific utilization and costs. The growing interest in the use of these tools has 

generated further interest in exploring the need for and implications of a multi-stakeholder 

consensus-based review of episode groupers. This project seeks to explore and understand the 

key considerations for and challenges in constructing an episode grouper and defining its key 

characteristics in order to inform recommendations for evaluating groupers. 

To guide this effort, NQF convened a 21-member Expert Panel comprised of stakeholders 

representing purchasers, health plans, providers and clinicians with expertise in performance 

measurement, measurement methodologies, clinical quality improvement, and the 

development of episode groupers. The focus of the panel was not specific to a particular 

grouper or product, but broad in nature such that the recommended criteria could be applied to 

any episode grouper that may be submitted for evaluation. 

This draft document is being provided to you at this time for purposes of review and comment 

only and is not intended to be used for voting purposes. You may post your comments and view 

the comments of others on the NQF website. Thank you for your interest in NQF’s work.  We 

look forward to your review and comments. 

 
NQF Member and Public comments must be submitted no later than 6:00 pm ET, May 13, 
2014. 

http://www.qualityforum.org/WireFrames/ProjectLandingWireframe.aspx?pageid=75178
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Introduction 39 
In recent years, there has been a drive toward episode-based performance measurement to better 40 
understand the utilization and costs associated with certain conditions. Episode-based measurement 41 
facilitates this by attributing care to condition-specific or procedure-specific episodes based on the 42 
relationship of the healthcare service to the care of a specific condition (i.e., all diabetes-related care is 43 
attributed to the diabetes episode of care). Even with growing interest in expanding performance 44 
measurement approaches to include episode-based measures, there remains a great deal to learn about 45 
these approaches and in understanding the challenges to measuring costs through this lens. Both the 46 
public and private sectors have begun using episode-based measurement as a basis for understanding 47 
utilization and costs for specific episodes through the implementation and testing of physician profiling 48 
and payment programs.1 To meet the growing demand for this type of information, various 49 
measurement approaches have been developed for applications such as bundled payments, gain 50 
sharing, and other types of episode-based payment.  51 

Among the various approaches to measuring episodes of care, episode grouper software tools have 52 
been evolving, namely in the commercial sector, as a widely accepted method for aggregating claims 53 
data into episodes to assess condition-specific utilization and costs. Using a grouper, healthcare services 54 
provided over a defined period of time can be analyzed and grouped by specific clinical conditions to 55 
generate an overall picture of the services utilized to manage that condition. Among the various vendors 56 
offering groupers in the market, the methods by which claims are grouped and attributed to episodes 57 
varies significantly. The growing interest in the use of these tools to better understand healthcare costs, 58 
the lack of transparency and inherent complexity around the methodologies employed and the recent 59 
investment by the Centers for Medicare and Medicaid Services (CMS) to develop a publicly available 60 
episode grouper for Medicare beneficiaries has generated further interest in exploring the need for and 61 
implications of a multi-stakeholder consensus-based review of episode groupers. 62 

The National Quality Forum (NQF) has undertaken several projects focused on cost and resource use 63 
measurement beginning in 2009 with the Patient-Focused Episodes of Care Framework which resulted 64 
in a framework which provided a conceptual model for measuring costs across a patient-centered 65 
episode of care. Building on that foundational framework, NQF embarked on its first effort to evaluate 66 
and recommend cost and resource use measures for endorsement as national consensus standards in 67 
2010, resulting in eight endorsed measures. Lessons from these efforts, including the evaluation and 68 
endorsement of two episode-based measures derived from a grouper, have laid the foundation for this 69 
project which seeks to explore and understand the key considerations for and challenges in constructing 70 
an episode grouper and defining its key characteristics in order to inform recommendations for 71 
evaluating groupers. 72 

Specifically, the purpose of this project is to: 73 

• Define the characteristics and challenges of constructing episode groupers; 74 
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• Determine the key elements of episode groupers that should be submitted to NQF for 75 
evaluation; 76 

• Establish an initial set of criteria by which episode groupers should be evaluated for NQF 77 
endorsement; and 78 

• Identify implications and considerations for NQF-endorsement of episode groupers. 79 

Episode Grouper Expert Panel 80 
To guide this effort, NQF convened a 21-member Expert Panel comprised of stakeholders representing 81 
purchasers, health plans, providers and clinicians with expertise in performance measurement, 82 
measurement methodologies, clinical quality improvement, and the development of episode groupers. 83 
The Expert Panel gathered for a two-day in-person meeting in Washington, DC on February 5th and 6th, 84 
2014 to discuss the key issues identified above and provide recommendations on the evaluation of 85 
episode groupers. The focus of the panel was not specific to a particular grouper or product, but broad 86 
in nature such that the recommended criteria could be applied to any episode grouper that may be 87 
submitted for evaluation. 88 

The Policy Landscape 89 
Maintaining program viability in a climate of rising health care costs and increasing demand has been 90 
the focus of the last three decades of legislation to amend the 1965 Medicare provisions of the Social 91 
Security Act. Physicians are currently reimbursed on a Resource Based Relative Value Scale (RBRVS) 92 
established in 1992, a fee-for-service design that links physician payment to the volume of services 93 
performed. While the movement has been towards payment models that reward both efficient and 94 
effective care through standardized payments for services, reforming physician reimbursement has 95 
been challenging. 96 

In 2008 Congress passed the Medicare Improvements for Patients and Providers Act (MIPPA), legislation 97 
that expanded coverage for Medicare beneficiaries and enacted provisions to better align quality and 98 
value by providing feedback to physicians on comparative resource use. The MIPPA legislation amended 99 
the Social Security Act and established the Physician Resource Use Measurement and Reporting 100 
Program with the intent to control costs by informing physicians on resource use by patients in their 101 
care on an episode, per capita, or both episode and per capita basis.2  102 

The Patient Protection and Affordable Care Act (PPACA) passed in 2010 further amended the Social 103 
Security Act to broaden the scope of reporting and analysis on resource use directly to physicians, 104 
requiring CMS to develop an endorsed, publicly available episode grouper with specific functional 105 
requirements by January 1, 2012.  106 

It is anticipated that the episode-based measurement produced from the grouper can be used in other 107 
federal programs aimed at value-based physician measurement. The Physician Feedback Program 108 
supports value-based purchasing reforms through the development of a value-based payment modifier 109 
(VBPM).3 The VPBM program, administered by CMS, rewards physicians who have satisfied the 110 
requirements of performance measures through the Physician Quality Reporting System (PQRS) by an 111 
upward adjustment of Medicare physician fee schedule payments. Physicians can review the results of 112 
the Physician Feedback Program in Quality Resource Use Reports (QRURs), allowing for comparisons 113 
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between providers on cost and resource use.4 CMS will begin phasing in VPBM reimbursement on 114 
January 1, 2015, with the goal of complete conversion to reimbursement for Medicare services by VPBM 115 
by 2017.5 116 

Current Landscape of Episode Groupers 117 

Public Grouper 118 
In response to the legislative mandate to create a publicly available grouper for Medicare, CMS began 119 
the process to solicit proposals for episode grouping approaches from public and private entities to be 120 
considered for adoption. In 2012, CMS awarded the contract to develop a public domain episode 121 
grouper for Medicare to Brandeis University. The Medicare grouper was scoped for development over a 122 
four year period as a joint effort between the American Board of Medical Specialties Research and 123 
Education Foundation, the American Medical Association Physician Consortium for Performance 124 
Improvement, the Health Care Incentives Improvement Institute, Inc. (HCI3), the Medicare Quality 125 
Improvement Organization for New York State, and Booz Allen Hamilton.6  126 

Commercial Groupers 127 
There are several commercial episode groupers that have been in use in the private sector for many 128 
years, including the OptumInsight Symmetry Episode Treatment Groups product, the 3M Patient 129 
Focused Episode grouper, the Truven Medstat Medical Episode Grouper (MEG), HCI3 Prometheus, and 130 
the Cave grouper. These episode grouping products are used by various stakeholders in various 131 
applications. For example, commercial insurers and managed care organizations have used episode 132 
groupers to facilitate bundled payment and value-based performance programs. Health systems have 133 
also used these tools to examine prevalence rates for various conditions, incidence rates for various 134 
treatments, and complication rates to support internal quality improvement; and purchasers have used 135 
groupers to understand provider utilization and cost variation.  136 

Public and Private Sector Alignment 137 
The use of commercial groupers products often varies by region; even within a region, stakeholders may 138 
have invested in different products based on their specific needs and preferences. While the groupers 139 
perform similar functions, their approach to grouping claims varies and thereby limits the comparability 140 
of results among the users of the various systems. Also, the data driving the analysis within the 141 
commercial groupers have largely been for commercial populations (<65 years old). The Medicare 142 
grouper, inherent to its purpose, is designed to group Medicare claims (generally population ≥65 years 143 
old), adding yet another layer of complexity and misalignment of the existing tools. While the groupers 144 
are not necessarily limited to grouping claims for a particular age range, further testing would be 145 
required in order to determine the appropriateness of the groupers when used with data from across 146 
the lifespan, which may be beyond the primary scope and intended use.  147 

Defining Episodes 148 
The underlying concept on which episode groupers rely is the episode of care. Recognizing there are 149 
varying definitions of an episode of care, the NQF Episodes of Care Measurement Framework defines an 150 
episode as “a series of temporally contiguous healthcare services related to the treatment of a given 151 
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spell of illness or provided in response to a specific request by the patient or other relevant entity.”7 152 
These healthcare services can be administered by one or more providers over the course of the 153 
episode.8 Figure 1, developed as a product of the NQF Episodes of Care Measurement Framework 154 
report, illustrates the three phases of an episode of care including the population at risk, evaluation and 155 
initial management and follow- up care phases, through which a patient would flow over the course of 156 
an illness. 157 

Figure 1. Episode of Care Conceptual Model 158 

 159 

Using this model to understand acute episodes, an acute illness such as acute myocardial infarction 160 
(AMI) generally begins with an event for which treatment in Phase 2 (e.g., surgery or stent placement) 161 
and follow up care in Phase 3 could encompass cardiac rehabilitation as well as the management of the 162 
underlying coronary artery disease (CAD) over the lifespan. Appendix B includes a detailed illustration of 163 
an AMI episode using this model.  For measurement purposes, this does not enable the identification of 164 
an end date to the episode. In these instances, a time period for the chronic episode (e.g., CAD) is 165 
generally defined to capture the healthcare services related to the treatment of the condition for a 166 
specified period (e.g. a 12-month window) that may be unrelated to the specific condition. For an acute 167 
episode (e.g., broken arm), the start and end date are generally discrete periods in time starting with the 168 
event where the broken arm occurred until the arm is completely healed, allowing for a more definitive 169 
timeframe for the episode.  170 

One of the major challenges in defining episodes is determining when and how to attribute claims for 171 
the treatment of conditions that occur as complications of the underlying condition or procedure. 172 
During an episode for a given clinical condition, any series of complications could develop; these 173 
complications may be considered as individual episodes (e.g., separate CAD and AMI episodes)  or be 174 
attributed to another related episode (e.g., AMI claims included in the CAD episode). In these cases, the 175 
challenge is in fairly and appropriately attributing the utilization for the complication(s) to the 176 
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underlying condition. Using an episode-based approach can also highlight the linkage of services 177 
provided in different settings and by different providers into an episode that otherwise may not have 178 
been considered together (e.g., diabetic podiatry visit and acute admission for diabetes complications 179 
are linked to the diabetes episode).  180 

Understanding Episode Groupers 181 
Episode groupers can be defined as the software and logic that assigns patient utilization to clinically 182 
relevant episodes of care. Episode grouping is operationalized using software tools to provide a picture 183 
of healthcare utilization for relevant conditions over a defined period of time. Currently most episode 184 
grouper software is developed to parse administrative claims data into episodes of care; however, 185 
development efforts are underway to use electronic health record data. By understanding the utilization 186 
patterns for a condition using administrative claims, the dollar amount assigned to each claim in an 187 
episode can be aggregated to understand total cost for an episode of care. Many groupers have the 188 
ability to create hundreds of condition-specific episodes. The creation of these episodes is dependent on 189 
the intricate decision logic that determines to which episode a claim should be assigned. A single patient 190 
with multiple co-occurring conditions may trigger multiple condition-specific episodes during a time 191 
period. In a simple example, a patient who has been diagnosed with heart failure and diabetes visits his 192 
primary care provider. During the visit, the provider checks his blood sugar level and orders a heart 193 
imaging study. Although both services were initiated in a single visit, the blood sugar check would be 194 
assigned to the diabetes episode of care and the heart imaging study would be assigned to the heart 195 
failure episode.  196 

The functionality of these tools becomes complex since creating condition or procedure episodes may 197 
pose challenges for maintaining adequate sample size and accounting for patient severity and risk; each 198 
grouper tool that exists in the market has its own rules and logic for addressing these common 199 
challenges. 200 

Given the complexity and array of approaches and methodologies used in currently developed episode 201 
groupers, the Panel characterized the core components common to all groupers that would need to be 202 
transparent in an evaluation. Figure 2 illustrates the basic function of a patient-centered episode 203 
grouper showing the flow of patient-level administrative claims data into the grouper, the grouper 204 
functions, and the resulting output. The pre-grouper functionality is primarily user-driven; the intended 205 
use of the grouper, or “use case,” drives the decision logic for the grouper and the potential for 206 
calculating measures to support the use case once the grouping is complete.  207 
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Figure 2. Illustrating Patient-Centered Episode Grouping 208 

 209 

During grouping (assignment of claims to clinical episodes), logic for addressing risk and severity, 210 
determining inclusion and exclusions at both the patient and service level, and addressing threats to 211 
validity is applied. Once the claims are aggregated into clinical groupings, or episodes (e.g., Episode A, 212 
Episode B, etc.), the grouper enables the analysis of these claims for various measurement purposes 213 
including resource utilization, profiling, identification of cost drivers and opportunities for improvement, 214 
and to highlight variability of services and examining patient care pathways.  215 

As an alternative to the patient-centered episode of care approach based on the NQF-endorsed Patient 216 
Centered Episode of Care Framework, some members of the Panel represented a minority opinion that 217 
a provider-centered approach for assigning claims should also be considered.  In a provider-centered 218 
approach, claims would be grouped into various units of analysis (e.g., outpatient care, inpatient care, 219 
ED care or care for only a specific clinical circumstance).  Each of these units can be examined for each 220 
provider in their individual setting. It was further described that aggregation can be for an entire 221 
condition (patient-specific) or its components (provider-specific).  It is the ability to discriminate the 222 
units that enables provider-centricity and facilitates reporting resource use in a manner that clinicians 223 
understand.9 Conceptually, the provider-centric approach isolates claims based on the services directly 224 
provided by that clinician, facilitating accountability.  225 

Submitting Episode Groupers for Evaluation 226 
Throughout the discussion with the Panel, several elements emerged and were identified as key to 227 
understanding the grouping approach. These elements set the framework for the depth and breadth of 228 
information that should be required for submission for evaluating an episode grouper. Measure 229 
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developers submitting episode groupers for endorsement by NQF would be required to provide the 230 
following information for evaluation: 231 

Descriptive Information 232 
Episode groupers should be transparent about their specific purpose and their intended use. Developers 233 
should express upfront what the grouper is able to accomplish and its core capabilities. Given the array 234 
of episode grouper methodologies in the field, the experts agreed that the evaluation should recognize 235 
that it will be difficult to determine upfront what type of outputs should be expected from any particular 236 
episode grouper.  237 

The Panel agreed that the descriptive section should include a discussion by the developers of the 238 
limitations of their grouper, either because design decisions have been made in grouping or limitations 239 
in the underlying data. For example, the grouper may not be used to profile cancer patients due to the 240 
heterogeneity of the patient population and limited staging information in administrative claims data. 241 

Input Requirements / Input Data 242 
The Panel discussed that data loss or data fallout when using an episode grouper can be a challenge for 243 
users. Due to the impact of this data loss on future analytic capabilities, it was noted that it would be 244 
important to have transparency around the beginning-to-end data flow, the input requirements, or 245 
input data required to run the grouper appropriately, and understand the proportion of data that is lost 246 
at each processing step. The developer should note any specific requirements for the completeness of 247 
diagnostic coding that would impact the anticipated output of the groupings.  248 

The loss of data may be due to at least two different issues. First, this data loss may be due to 249 
ungrouped claims or records. The ability of the user to evaluate these ungrouped claims would help to 250 
understand if they should have been grouped. Second, developers should be transparent about the 251 
impact of incomplete episodes. For example, episodes may be dropped due to a lack of continuous 252 
member enrollment, missing data elements required to create complete episodes, requirements for the 253 
number of episodes per clinician, or outlier considerations.  254 

Clinical Logic 255 
The experts agreed that developers submitting episode groupers for evaluation should include a 256 
detailed description of the clinical logic that supports the purpose and conceptual framework for the 257 
episode grouper. The developer should provide a discussion and a list of codes that trigger the start of 258 
an episode and what parameters (e.g., clean period) determine the end of each individual episode 259 
within the grouper. The Panel agreed that these episode definitions should be developed alongside 260 
clinical experts and should be reviewed and updated regularly.  261 

In addition to being transparent about episode definitions, the Panel discussed the approaches for 262 
assigning individual services or claims to an episode. Given that many patients, particularly Medicare 263 
beneficiaries, have multiple co-occurring conditions, the Panel agreed that while there is no best 264 
practice for this process, developers should be transparent about how an individual claim might be 265 
assigned to a particular episode or divided into multiple episodes. This process may use predefined 266 
clinical logic, statistical inferences, or decision rules also known as tie-breaker logic. The Panel discussed 267 
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the challenges of assigning claims to an episode when the patients being profiled by the episode 268 
grouper are being treated for several conditions concurrently.10  269 

There was consensus that there may not be a uniquely appropriate approach to assigning a service to an 270 
episode. There is an inherent trade-off between tightly defining an episode so that there is homogeneity 271 
among the patients within an episode, and generating sufficient sample sizes within each episode to 272 
enable reliable and valid inferences of resource use. Given this trade-off, developers may select 273 
different approaches to assigning related services to a given episode. The assignment of claims to an 274 
episode will likely be different between groupers, based on use, and each may be appropriate. For this 275 
reason, it is imperative that developers are transparent about the logic and rationale for claim 276 
assignment; however, reconciling the rationale for claim assignment with the intended use of the 277 
grouper for a patient seeking care from various providers in multiple settings is a challenging 278 
endeavor.11,12 279 

Depending on their use, episodes could be defined broadly or more narrowly. If episodes are designed 280 
to be broad, related services for a given episode may be included. For example, an AMI episode may be 281 
defined broadly including the costs of related percutaneous coronary interventions (PCI) or coronary 282 
artery bypass grafting (CABG) procedures. Conversely, episodes may also be designed to be narrowly 283 
defined, where related services may be grouped to their own episode.  In the example above, AMI may 284 
be evaluated without the cost of any related to procedures, and PCI and CABG costs are examined 285 
independently.   286 

Finally, the Panel also agreed that the sensitivity of the triggers used to open an episode should be 287 
considered during evaluation of an episode grouper to ensure there are not significant numbers of 288 
phantom episodes created. The creation of these types of phantom episodes may bias the cost observed 289 
within the particular clinical episode.  290 

Addressing Risk and Patient Severity 291 
There may be multiple strategies to handling the issue of risk. First, the grouper can stratify patient risk 292 
through the grouping mechanism by creating new episodes for increased risk. The Panel acknowledged 293 
the relationship between creating new episodes, and the inherent tradeoff of tightly defining an episode 294 
discussed above. Second, groupers may offer supplementary risk modules that can be applied after the 295 
grouping function is completed. The Panel reiterated that there are various approaches that would be 296 
appropriate depending on the intended use of the grouper; however, the developer should be 297 
transparent about their design and their rationale.  298 

There are some inherent limitations in the handling of risk in the development of episodes. Given that 299 
many episode groupers currently use administrative claims data, the Panel agreed that there may not be 300 
sufficient granularity in the data to capture clinical characteristics or severity for certain episode types 301 
(e.g., community- vs. hospital-acquired pneumonia, or staging information for cancer patients). 302 

Testing the Episode Grouper  303 
There was broad agreement that testing should be completed by the developer in order to demonstrate 304 
reliability of the output, the validity of the clinical logic in the episodes, and the grouper as a whole. 305 
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Further, developers should be transparent about the testing methods and the results derived from their 306 
approach. Given the various methodologies and trade-offs required in grouping claims to episodes, the 307 
Panel agreed that NQF should not be prescriptive about the submission requirements for testing. 308 
Developers should be transparent about how they handled trade-offs, potential threats to validity and 309 
how they were addressed. 310 

Description of Vendor Maintenance Process 311 
The Panel noted that the maintenance process for an episode grouper system needs to be extensive and 312 
developers should provide detailed information on their process for keeping their system current and 313 
their endorsement current. Developers should provide a plan and costs for upgrading new versions of 314 
the grouper, recognizing that rapid upgrading may be challenging for users to keep up with. Further, 315 
such upgrades may introduce additional costs for users. 316 

Summary of Proposed Submission Items 317 
• Descriptive Information 318 

o Description of intent of grouper (i.e., use cases such as provider profiling) 319 
o Planned use of the grouper (e.g., specific programs for public reporting or payment) 320 
o List of the clinical episodes the grouper is capable of generating 321 

• Input Requirements / Input Data 322 
o Description of the input and data requirements that enable the grouper to group claims 323 

as intended  324 
o Description of rules for identifying claims that are ineligible for assignment (i.e., fall out 325 

claims)  326 
• Clinical Logic 327 

o Description (including codes) and rationale for clinical inclusions and exclusions 328 
• Description of general rules for assigning claims to each episode, and hierarchies 329 
• Addressing Risk and Patient Severity 330 

o If the grouper adjusts for risk using a risk adjuster, description of the model, including 331 
the factors included, and data demonstrating performance of the model (adequate 332 
calibration) 333 

o If the grouper accounts for patient severity in the assignment of claims to episodes, 334 
description of the method for assigning risk, including hierarchies, and logic for assigning 335 
these claims   336 

• Testing the Episode Grouper  337 
o Reliability Testing 338 

 Description of the testing method/approach 339 
 Description of the data sample used 340 
 Description/discussion of results 341 

o Validity Testing 342 
 Description of the testing method/approach 343 
 Description of the data sample used 344 
 Description/discussion of results 345 
 Description of threats to validity and limitations of the grouper 346 
 Discussion of how those threats and limitations were addressed 347 

• Description of the vendor maintenance process (frequency, scope, process, implementation) 348 
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• Description of any actual or anticipated unintended consequences identified through the use of 349 
or implementation of the grouper, and how the benefits of the use of the grouper might 350 
outweigh these unintended consequences 351 

• Fee schedule for purchase and/or implementation of the grouper 352 

Evaluating Episode Groupers for Endorsement 353 
Throughout the Panel discussion, a number of core principles emerged to guide the evaluation of 354 
episode groupers. These principles are not intended to limit innovation in the design and methods used 355 
in episode groupers; rather they represent a baseline agreement on the critical issues that should be 356 
considered when evaluating episode groupers in the future.  357 

1. The episode grouper output should be readily understood and reviewed by affected 358 
stakeholders to understand the process of how results were derived and to explain the results 359 
to those being measured. 360 

2. The evaluation of the grouper should be done in two-phases: first, evaluation should be focused 361 
on the grouper logic itself and the episodes using the submission elements and criteria 362 
discussed; second, evaluation of the individual measures that result from the grouper should be 363 
evaluated using separate but related criteria. 364 

3. The evaluation of a grouper should be done in the context of the stated intended use. Further, 365 
the grouper logic and maintenance processes (e.g., updating the codes, upgrading versions, and 366 
routine maintenance) will vary based on the intended use. 367 

4. The episodes should be patient-centered and developed based on the patient experience. 368 
5. Output should be actionable and usable for performance and quality improvement. 369 
6. There are challenges inherent in episode grouping which should be addressed by each 370 

developer to provide transparency as to how these challenges are handled (or not) in the tool. 371 
7. The evaluation process should not predetermine what the grouper capabilities or decision logic 372 

should be; the methodologies underlying the various episode groupers may have distinct 373 
approaches that may all be valid. 374 

Proposed Evaluation Criteria for Episode Groupers 375 
The Expert Panel began the process of considering evaluation criteria for episode groupers by reviewing 376 
the existing NQF resource use measure evaluation criteria. The group assessed which criteria may be 377 
relevant to the evaluation of episode groupers, and whether additional criteria should be considered. 378 
Candidate resource use consensus standards are evaluated by NQF Steering Committees for their 379 
suitability for endorsement based on four major criteria in the following hierarchical order: Importance 380 
to Measure and Report, Scientific Acceptability of Measure Properties, Usability and Use, and Feasibility. 381 
A fifth criterion, Related and Competing Measures, is applied as needed to measures that have been 382 
identified with similar measure specifications. 383 

The Expert Panel proposed three major criteria that should be used to evaluate episode groupers by 384 
future multi-stakeholder panels. 385 
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1. Scientific Acceptability of the Episode Grouper 386 
The Panel discussed that the goal of this criterion should be to determine the extent to which the 387 
episode grouper produces consistent (reliable) and credible (valid) results about the cost or resources 388 
used to deliver care.  389 

Reliability 390 
The Panel agreed that reliability of the episode grouper should be assessed. Developers of episode 391 
groupers should provide reliability testing results that demonstrate that the grouping results are 392 
repeatable. Secondly, the developers should demonstrate how the episode grouper performs across 393 
data sets of variable size and multiple data sets (if applicable).  394 

There was broad agreement that reliability in the context of episode groupers should demonstrate that 395 
the grouper produces consistent results when the input requirements are met and the use case is 396 
constant.  397 

Members of the panel expressed concern that the concept of reliability is challenging for episode 398 
groupers since the use case for different users may significantly impact the output or the grouping 399 
decisions. Similar to testing guidance for performance measures, the Panel did not want to be 400 
prescriptive in terms of testing approaches that could be used to demonstrate reliability. Some 401 
members of the Panel discussed testing options similar to NQF’s recommendations for eMeasure 402 
testing. Specifically, the episode grouper could be applied to a simulated data set that includes sample 403 
patient data with the data and input requirements for the episode grouper. Since the simulated dataset 404 
is constructed, the patient’s clinical experience is known. When the episode grouper is applied to the 405 
simulated data set, it should return consistent episode groups. 406 

Validity 407 
The Panel also agreed that that validity of the episode grouper should be assessed. There was general 408 
agreement that the evaluation of the episode grouper should include an examination of the known 409 
limitations of the grouper compared to its intended use, an evaluation of the clinical face validity, and an 410 
examination of the construct validity of the episode grouper.  411 

Developers should discuss the limitations of their grouper methodology and provide adequate 412 
explanation of how they addressed the known limitations. Given the variety of methods that exist, it 413 
would be important for developers to disclose the real and perceived threats to validity that exist in the 414 
use of their product and how they have chosen to address these threats. For example, a developer may 415 
note that the episode grouper should be used with caution when it is used to discern utilization based 416 
on the type of pneumonia episode since the origin, community- or hospital-acquired, may not be 417 
captured systematically in the administrative claims data used to create the episode.  418 

Developers should provide validity testing demonstrating that the grouper correctly reflects the cost of 419 
care or resources provided. The Panel discussed that validity could be demonstrated through an 420 
examination of clinical face validity and construct validity. Clinical face validity could be demonstrated by 421 
giving use cases and examine the performance of the grouper. For example, developers could examine a 422 
sample of patients and use clinicians to review how claims are assigned to individual episodes to ensure 423 
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episodes were clinically appropriate and that claims were assigned in alignment with the actual clinical 424 
course. This method would allow clinicians to recreate the medical history through the chronology of 425 
services from the administrative claims to evaluate treatment patterns, when conditions are resolved, 426 
when there is an exacerbation of a condition, and examine complications. 427 

Further, developers could examine the construct validity of the episode grouper. There are many 428 
approaches to testing the construct validity depending on the methodology of the episode grouper. One 429 
approach may be to test the homogeneity of the episodes themselves, or whether the method accounts 430 
for risk in other forms. Another approach may test the construct validity of a grouper by assessing 431 
whether a case of pneumonia that is identified by the episode grouper, is in fact a case of pneumonia. 432 
This could be tested by examining the prevalence rate that the episode grouper expresses in the 433 
population and comparing those prevalence rates to prevalence rates noted in the literature.  434 

2. Feasibility 435 
The Panel agreed that a feasibility criterion should assess the extent to which the required data are 436 
readily available or could be captured without undue burden, and can be implemented for performance 437 
measurement. The Panel agreed that the subcriteria that may be used to understand the feasibility of an 438 
episode grouper would include an assessment of whether the required data elements are routinely 439 
generated during care delivery and an assessment of whether the required data elements are available 440 
in electronic sources. Finally, the Panel agreed that an evaluation should assess the financial burden due 441 
to the costs associated with the use of the grouper. This assessment should include cost-license fees, 442 
and the cost of propriety components required to run the grouper. 443 

3. Usability and Use 444 
The Panel discussed the goal of this criterion is to assess the extent to which potential audiences (e.g., 445 
consumers, purchasers, providers, policymakers) are using or could the episode grouper for both 446 
accountability and performance improvement to achieve the goal of high-quality, efficient healthcare 447 
for individuals or populations. The Panel agreed that this criterion should include an assessment of the 448 
current and future or planned use of the grouper, in addition to an evaluation of the benefits of the 449 
grouper compared to the unintended consequences of the grouper. 450 

Summary of Proposed Criteria 451 
Principles for application of the criteria: 452 

1. Episode grouper developers are required to provide the appropriate information in order to 453 
determine the extent to which each of the criteria has been met. 454 

2. The application of these criteria requires both evidence and expert judgment. 455 
3. Subcriteria delineate how to demonstrate that the major criteria are met. 456 
4. The assessment of each criterion is a matter of degree (rather than all or nothing), generally 457 

rated on a scale of high, moderate, low, and insufficient. 458 
 459 

Scientific Acceptability 460 
The extent to which the grouper produces consistent (reliable), and clinically relevant (valid) episodes. 461 
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Reliability 462 
• Reliability testing demonstrates that the episode groupings are repeatable, consistent results a 463 

high proportion of the time when assessed with the same data in the same time period (with 464 
input requirements met and use case constant). 465 

Validity 466 
• The intended use of the episode grouper aligns with the logic for grouping claims. 467 
• Validity testing demonstrates that the episodes are clinically relevant and appropriate. 468 
• Severity and risk adjustment strategy is clearly specified and is based on patient factors that 469 

influence the clinical course and assignment of claims. 470 
• Threats to validity (i.e. limitations) are adequately described including how threats have been 471 

addressed. 472 
 473 
Feasibility  474 
The extent to which the required data are readily available or could be captured without undue burden, 475 
and can be implemented for performance measurement. 476 

• Required data elements are routinely generated during care delivery.  477 
• Required data elements are available in electronic sources. 478 
• Demonstration that the data collection strategy can be implemented (e.g., source, timing, 479 

frequency, sampling, patient confidentiality, costs associated with fees/licensing of proprietary 480 
measures). 481 

Usability and Use  482 
The extent to which potential implementers and potential audiences (e.g., consumers, purchasers, 483 
providers, policymakers) are using or could use performance results for both accountability and 484 
performance improvement to achieve the goal of high-quality, efficient healthcare for individuals or 485 
populations. 486 

• The intended use(s) of the episode grouper are clearly described.  487 
• The planned use of the episode grouper is clearly described. 488 
• The benefits of the use of the episode grouper outweigh any unintended consequences. 489 
• The maintenance plan demonstrates adequate maintenance of the grouper to enable ongoing 490 

meaningful use of the output by users and implementers. 491 
 492 

Criteria Not Recommended 493 

1. Importance to measure and report 494 
The Panel discussed the relevance of the importance to measure and report criteria but ultimately 495 
agreed that given the multiple uses and broad scope of episode groupers, it would be less relevant to 496 
evaluate this criterion. The Panel agreed that the developer should express their intended use of the 497 
grouper in the usability section of the evaluation.  498 

2. Evaluation of Related or Competing Groupers 499 
The Panel agreed that episode groupers include significant differences in methods and design making it 500 
challenging to compare methods. Further, the intended use of the grouper would have a significant 501 
impact on its design making comparisons between them inappropriate. The Panel ultimately agreed that 502 
this criterion should not be applied for the purposes of evaluating episode groupers.  503 
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Recommendations for the Application of Criteria and the Evaluation Process 504 
The Panel generally agreed that these evaluation criteria should be applied at the grouper and episode 505 
level, and separate but similar criteria should be explored for use at the measure level. Recognizing the 506 
multiple uses and multiple appropriate methodologies that exist, the Experts agreed that the criteria 507 
should be applied to episode groupers by future NQF Steering Committees with an understanding that 508 
there is no one gold standard but rather multiple appropriate design options depending on the use case. 509 
The Panel encouraged future efforts are undertaken to examine the submission elements and criteria 510 
that should be used to evaluate measures that are a result of an episode grouper.  Many on the Panel 511 
indicated that the current cost and resource use measurement submission elements and criteria may be 512 
a starting point.  If a grouper is able to output multiple episodes, then each one should be evaluated to 513 
ensure that they are constructed as clinically homogenous episodes or the risk variation within an 514 
episode is sufficiently handled. Some members of the Panel expressed concern that this approach may 515 
overwhelm future Steering Committees, and may not allow smaller episode grouper developers to 516 
participate due to the time and resource burden of such a review.  517 

Considerations for NQF Endorsement of Episode Groupers 518 
When considering the types of episode groupers that could be brought forward, the Expert Panel agreed 519 
that not every use case of episode groupers is important for endorsement. Many episode groupers are 520 
used for internal business purposes and are extensively customized to that end. These uses would 521 
generally not rise to the level of requiring a review for endorsement. Potentially, the only use of an 522 
episode grouper that needs a national endorsement is the public episode grouper due to the broad use 523 
of the grouper and its potential impact.  524 

Concern was raised by members of the Panel that this proposed endorsement process would discourage 525 
developers from participating with NQF if there wasn’t a compelling reason to do so. This would then 526 
create downstream effects for the evaluation of cost and resource use measures based on commercial 527 
groupers that have not been through the endorsement process when compared against measures based 528 
on an endorsed episode grouper. The Panel was also concerned that an overly prescriptive endorsement 529 
process could block innovation in the field. New competitors would not be able to gain entry because 530 
they lack the resources to support the endorsement process. On the other hand, the Panel 531 
acknowledged that major employers could have a significant bearing on the value of NQF endorsement 532 
for episode groupers if they demanded that the episode grouper product they select be NQF-endorsed. 533 
In this case, commercial grouper developers would likely go through the endorsement process. 534 

The Panel raised the issue of the fluid nature of the logic and definitions of episode grouper systems as it 535 
pertains to endorsement at a particular time. Episode grouper software is perpetually evolving and 536 
improved upon by developers as feedback is obtained from the end users. A consistent method for 537 
versioning groupers and tracking each version would need be developed and integrated into the review 538 
and endorsement-maintenance process. Further, a better understanding of what type of change or 539 
update to the grouper would require a version upgrade is unclear.  540 

The Panel explored the difference between endorsing software and endorsing a methodology or logic. 541 
The Panel cautioned against NQF endorsing software, however, noting that it is often difficult to extract 542 
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certain pieces or logic from the overall grouper software application. In this instance, it would be helpful 543 
to parse out the clinical inputs for the grouper that are distinct and separate from the logic used in the 544 
software. 545 

Public and Private Sector Alignment 546 
The Panel agreed that any efforts to align the public and private grouping methodologies to obtain a 547 
single endorsed grouper present tremendous challenges with many unintended consequences. The field 548 
of episode grouping is continually evolving and conforming to a single methodology would stifle 549 
innovation. Additionally, the public payment system (Medicare) is quite different from many private 550 
payment systems, necessitating differing grouping methodologies. NQF seeks to endorse national 551 
standards that allow for comparisons across measured entities. Due to the inherent flexibility of many 552 
episode groupers and the ability for end users to customize the product to serve their own business 553 
purposes, the Panel agreed that it is not feasible to require that a grouper allow for national 554 
comparisons.  555 

Multi-Stakeholder Input 556 
The Panel expressed concern about whether NQF’s current multi-stakeholder process for evaluating and 557 
endorsing performance measures could be used to evaluate episode groupers and episode grouper 558 
methodologies due to their complexities. Members of the Panel suggested that a technical review of the 559 
grouper by external experts be performed and provided to a multi-stakeholder group as input. In the 560 
case of the Medicare episode grouper, the Panel agreed that multi-stakeholder input was still essential 561 
because of the far-reaching impact of the grouper. In order to be acceptable to the various measured 562 
entities, they would need to have input during the evaluation and endorsement process. Members of 563 
the Panel also suggested that, short of endorsement, NQF could be involved in convening experts to 564 
create standard definitions for episodes that would then be used in the development of episode 565 
groupers. The common element for all episode groupers is that they have lists of codes that are assigned 566 
to any given episode. Variation in the definitions of these episodes and the codes assigned prevents any 567 
sort of meaningful comparison and could be rectified by the standardization of the episode definitions. 568 

Quality Signal 569 
The Panel supported the idea that a quality signal could accompany the cost signal in the output of an 570 
episode grouper. Evaluating costs independent of outcomes could lead to unintended consequences, 571 
such as sacrificing functional and medical outcomes to drive costs down. Members of the Panel 572 
suggested that many groupers could already produce several quality signals, including occurrence of 573 
post-operative infections, complications, and readmissions, among others. Administrative claims, the 574 
data source for many episode groupers, may prevent the development of robust quality measures and 575 
poses challenges; however, the ability to supplement this data with information from electronic data 576 
could eventually produce substantial quality signals along with the cost information. 577 

Measure Applications Partnership (MAP) Input 578 
The MAP is charged by HHS with providing input to CMS on pre-rulemaking by making 579 
recommendations for the inclusion and application of specific measures in various CMS programs. The 580 
Panel examined the necessary considerations for making decisions about the application of measures 581 
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based on episode grouper methodologies for federal programs. Many expressed concern that selecting 582 
individual measures for application without considering how costs were assigned to other co-occurring 583 
conditions may be misleading. Given that the process for attributing costs is not always clear, 584 
transparent, or understandable when considered in isolation of the entire system, the Panel encouraged 585 
the CMS Episode Grouper to undergo NQF endorsement both at the grouper level, episode level, and at 586 
the individual measure level prior to selection for use by the MAP.   587 

Conclusion/Next Steps 588 
This effort has highlighted the many challenges to expanding evaluation, and potentially endorsement, 589 
beyond individual measures to episode groupers. Given the expressed need of an evaluation of the 590 
public episode grouper, the Expert Panel agreed that this seems to be a more palatable starting point to 591 
serve as a learning opportunity to understand feasibility of applying the approach, criteria and 592 
submission requirements to other types of groupers. Commercial sector groupers have been in the 593 
market for a number of years, and many in the group did not see an explicit need for endorsement of 594 
these products at this time.  595 

Further consideration will also be needed to determine whether endorsement of groupers is the 596 
appropriate path, rather than some other type of approval process—particularly given the implication 597 
that an endorsed tool would be a national standard. The variation in approaches and perspectives on 598 
grouping claims may make it challenging for establishing a standard method for approaching the 599 
evaluation of any grouper.  600 

In order to fully implement this process, additional work will need to focus on further refining the 601 
criteria, submission elements, and clearly delineate a process for evaluation. With NQF’s focus on 602 
measurement and performance improvement, subsequent efforts to explore the evaluation and use of 603 
groupers should focus on how the measures developed from grouper output, that are used to measure 604 
providers, can be evaluated and endorsed. 605 
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Appendix B: An AMI Episode 696 
The figure below, developed as a product of the NQF Episodes of Care Measurement Framework report, 697 
illustrates the context for considering an AMI episode. 698 

 699 

 700 
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