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Technical Appendix 

Are Value-based Incentives Driving Behavior Change to  
Improve Value? 

 

Appendix Exhibit A1:  Integrated Healthcare Association Value-
based P4P program Description 

 

Source:  Integrated Healthcare Association, www.iha.org, 2017. 

 

Description of Total Cost of Care (TCC) Measure 

Total cost of care (TCC) measures the average total annual 
payment to providers to care for a patient, including hospital, 
ambulatory, prescription drug, and ancillary services, as well 
as administrative payments and adjustments.  TCC is estimated by 
computing the total cost per patient incurred by each of the 
plans and then aggregating across the plans to generate the 
average TCC per PO.  The TCC is adjusted to account for 
differences across POs in patient age, gender, and health 
status, identified through diagnosis codes on patient claims and 
encounters. Patient-level relative risk scores (RRS) are 
computed using the DxCG Relative Risk software14. RRS is 
normalized so that a RRS of 1.0 represents the average risk 
across the population. RRS for all patients belonging to a PO 
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are then combined to calculate PO-level RRS score. The PO-level 
risk score is the sum of patient-level observed costs for all 
patients in PO divided by the sum of patient-level expected 
costs for these patients, which is then multiplied by the 
population average cost, where expected cost for a patient 
equals the normalized RRS for patient multiplied by the 
population average cost, and where the population average cost 
is the sum of observed costs for all patients divided by the sum 
of member years enrolled for all patients. TCC is further 
adjusted for geographic differences in wages using the Centers 
for Medicare and Medicaid Services’ hospital wage index.  

Description of sampling approach 

We drew a stratified random sample of 40 physician organizations 
from the 156 POs with 2013 measurement year quality and TCC data that 
were eligible to earn shared savings in 2014 (15).  We sampled using 
geographic region and cost performance, factors we hypothesized might 
affect PO responses to VBP4P.  The 156 POs were divided into six cost 
groups based on their absolute 2010 TCC level and the three-year TCC 
trend (from 2010-2012, the time period prior to the start of VBP4P in 
2013). We excluded one PO cost group (n=8 POs) from sampling because 
it contained unstable multi-year cost trend estimates (suggesting data 
completeness/quality issues) and very small POs (<5,000 HMO and POS 
commercial enrollees) because of low VBP4P program engagement (n=39), 
leaving 108 POs for sampling.1 Within each cost group, we sampled 
proportional to the number of POs in that group.  The sample contained 
at least three POs from each of five geographic market regions (Los 
Angeles, Inland Empire, Orange County and San Diego, San Francisco/Bay 
Area, and the Central Valley/Coast).  Exhibit A2 compares the sampled 
POs against the universe of POs eligible for sampling.  There were no 
significant differences between the sample and the universe of POs. 

                                                             
1 Burgette et al. Optimizing Sample Selection in the Face of Design 
Constraints:  Use of Clustering to Define Sample Strata for Qualitative 
Research. 2017. Under review. 
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Appendix Exhibit A2.  Interview Topics and Questions 

Interview Topics Questions 
Cost Reduction Targets 
and Activities   

• What do you see as the one or two biggest target area(s) for reducing 
health care costs in your organization?   

• In thinking about your ability to manage the total cost of care for your 
patients-- meaning ambulatory, hospital, pharmacy, and ancillary 
costs—how much influence does your PO have over these costs?  (A 
great deal of influence, some influence, not much influence) 

• Is your PO taking any specific actions to reduce the total cost of care?  
(YES/NO)  Please describe.     
• What are the main targets (hospital, ambulatory, other)?  
• Are these actions focused on one unit or clinical area or more 

broadly? 
• Are these in trial or pilot stage or are they being fully implemented? 

• Have you used data to quantify any cost savings from implementing 
these cost-reduction interventions?  (YES/NO).    

Attempts to Address 
Hospital Costs   

• How many different hospitals do physicians in your PO admit patients 
to? 

• Does your PO have a “preferred hospital?”  (YES/NO).  
• How did you select your preferred hospital? 
• To what degree has your PO been successful in getting physicians to 

use your preferred hospital?  (Very successful, somewhat 
successful, not successful) 

• Does your PO employ or contract with hospitalists for medical, surgical 
and/or ICU patients?   (YES/NO) 
• How effective do you feel your hospitalists are in controlling 

spending/improving cost-efficiency in your hospitals?  (Very 
effective, somewhat effective, not very effective)  

Redesigning Care Delivery 
 

• Is your PO engaged in primary care redesign?  (YES/NO) 
• If yes, please describe the specific changes your PO has made to 

primary care?   
• Are these in trial or pilot stage or are they being fully implemented? 

• Is your PO engaged in redesign of specialty care?  (YES/NO)  (please 
describe those changes) 
• Are these changes you are making focused on one clinical area or 

more broadly on many clinical areas? 
• Are these in trial or pilot stage or are they being fully implemented? 

Participation in 
Alternative Payment and 
Service Delivery Models 

• Is your PO currently participating in any Accountable Care Organizations 
(ACOs)? (YES/NO).  (please describe) 
• Which insured populations do these involve? 

• Is your PO currently participating in any bundled payment 
arrangements? (YES/NO).  (please describe) 

• Is your PO currently participating in any global payments? (YES/NO).  
(please describe) 
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Reduction of Variation in 
Practice 

• Do you think variation in practice is an important concern? (YES/NO) 
• Is your PO working to identify areas of practice variation?  (YES/NO)   

• If yes, what specific actions have you taken to reduce variation in 
practice?   

• Is your PO using standardized care protocols to reduce practice 
variation? (YES/NO) 

• Is your PO using appropriateness criteria to reduce practice variation? 
(YES/NO) 

Use of Data for Physician 
Performance Profiling   

• Does your PO provide quality and cost performance feedback to 
physicians on a physician-specific level? (YES/NO) 
• On what indicators does your PO provide this information? 
• Is the information blinded (for physician name) or unblinded? 
• With what frequency do physicians receive feedback? 

Use of Performance 
Incentives for Physicians 
 

• Are your frontline physicians financially incentivized for performance on 
quality measures?  (YES/NO).  
• Which physicians are incentivized? 
• What percentage of total physician compensation is tied to quality 

performance? 
§ PCPs ____________ 
§ Specialists _________ 

• Are frontline physicians financially incentivized for performance on cost 
reduction/resource use measures?  (YES/NO)   
• Which physicians are incentivized? 
• What percentage of total physician compensation is tied to cost 

reduction/resource use? 
§ PCPs _____________ 
§ Specialists __________ 

• Are there other areas of performance where you financially incentivize 
frontline physicians (e.g., productivity, data coding, submission of 
encounter data)? 
• What percentage of total physician compensation is tied to these 

other areas of performance? 
Attitude Toward IHA 
Value-Based P4P Program 

• How important Is the IHA value-based P4P program important to your 
PO? (Very important; important, somewhat important; not 
important).  

• What % of your POs revenues would you estimate are at risk from the 
IHA VB-P4P program? 

• Would you say that the IHA value-based P4P initiative has had any 
influence on how your organization delivers care?  (YES/NO) 

• What does your PO needs to do to succeed under the IHA VB-P4P?  
• What areas are the most challenging for making changes? 
• What, if anything, is holding the PO back (i.e., biggest constraint)?   
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Appendix Exhibit A3.  Structured Survey Questions 

1. Is your PO currently participating in any alternative payment or service delivery models, such as 
Accountable Care Organizations (ACOs), bundled payment arrangements, global payments? 
 
Which insured populations do these involve? 

 Yes/No Type of Innovation (e.g., 
ACO, bundled payment, 
global payment) 

Include 
upside 
risk only 
(yes/no) 

Include 
downside 
risk  
(yes/no) 

Commercial HMO 
contracts 

    

Commercial PPO 
contracts 

    

Medicare FFS population     
Medicare Advantage 
population 

    

Medicaid population     
 
 

2. Does PO bear full financial risk (for professional, hospital, and pharmacy) in any commercial 
HMO contract? (YES/NO)  
 

3. Does your PO bear full financial risk for any Medicare Advantage contracts? (YES/NO) 
 

4. Does your PO bear full financial risk for any Medi-cal contracts? (YES/NO) 
 

5. For what percentage of your total book of business do you estimate you are at full risk? (please 
estimate) __________________ 
 

6. For what percentage of your total book of business do you estimate you are at partial risk, that 
is for professional services only (please estimate)? ___________________ 

 

7. Is your PO taking any specific actions to reduce the total cost of care?  (YES/NO)   
 

Actions implemented YES/NO 
Steering patients to lower cost hospitals  
Steering patients to lower cost specialists  
Performing a greater fraction of all surgeries in ambulatory surgery centers  
Using risk prediction tools to identify and more closely manage high risk 
patients 

 

Use of hospitalists   
Administrative—changes in staffing  
Administrative—closing or consolidating the number of practice locations  
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Actions implemented YES/NO 
Administrative—group purchasing for equipment/devices  
Administrative—IT solutions, such as e-scheduling  
Implementing the ABIM’s Choosing Wisely recommendations or other efforts 
to reduce the use of “low value” services? 

 

Other (please specify)   

 

8. Is your PO making any specific changes to primary care?  
 

Actions implemented  YES/NO 
Assigned each patient to primary care doctor (patient empanelment)  
Access:  Offer same day appointments  
Access:  Provide telephone access to a provider  
Access:  Offer after-hours access  
Care coordination:  Engage in referral tracking and follow-up   
Continuous team-based healing relationships:  Formed care “teams” and 
assigned patients to a team 

 

Data systems: Implemented a patient registry (for population management)  
Data systems:  Implemented Clinical Decision Support (CDS), alerts, and other 
information support at the point of care 

 

Patient centered care interactions:  Implemented shared-decision-making 
protocols 

 

Patient centered care interactions:  Implemented self-management   
Quality improvement:  Engage in quality measurement and feedback to 
primary care physicians 

 

Other (please specify)  

 

9. Is your PO taking any specific actions to reduce variation in practice? 
Actions implemented YES/NO 
Require prior authorization for certain procedures/tests/imaging  
Implemented provider education  
Deploy physician champions  
Use provider feedback reports  
Provide coaching/mentoring  
Use standardized care management protocols  
Embed standardized care protocols into EHR (alerts/reminders, CDS)  
Embed appropriateness criteria into clinical decision support tools at 
point of care 

 

Other (please specify)  
 


