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Providing More Equitable Care  
in a Value-Based Market
A Field Guide to Calculating the Costs and Benefits of Disparities Resolution 

As health care payment models slowly shift from volume- to value-based payment, providers 
are working harder to achieve the high-quality, safe, efficient, effective, and equitable care that 
is expected of them. Related process and outcome measures are factored into the complex 
payment formulas that determine whether a provider is rewarded or penalized. 

Field Guide

However, data shows that providers who serve sicker and 
poorer Medicare patients are more likely to be penalized, and 
those penalties are not resulting in improved performance.1  
Some resolution may be found in the National Quality Forum 
recommendation to develop performance measures that integrate 
achievement of equity into the quality measurement and 
performance mechanisms that value-based payment modifiers and 
related policy are built upon.2  In addition, more consistent use of 
ICD codes for social determinants of health (e.g., V and Z codes) 

could provide richer context on the social risk factors impacting 
health outcomes as well as serve as a feedback mechanism on the 
unintended consequences of value-based payment.

To improve outcomes, health care organizations seek a more 
informed understanding of their patient populations, including 
the social factors that heavily influence patient health behaviors, 
access to health care, and outcomes. For example, health systems 
may collect and use demographic data such as race, ethnicity, 
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and language (REAL) to stratify clinical quality measures. Doing so may unearth health care disparities. 
An associated root cause analysis can shed light on the factors that cause disparities, which may occur 
outside clinical walls. Appreciating the impact of such social determinants does two things. First, it 
reveals opportunities to implement interventions that lead to sustainable improvement for vulnerable 
populations. Second, it can be important in the development of pay-for-performance schemes.

Champions of health care disparities resolution are demonstrating that their work plays an important 
role in multiple aspects of health care transformation. While disparities resolution is recognized as “the 
right thing to do,” showing the positive impact on patient risk management elevates a noble cause to 
one that contributes to the bottom line. However, proving its financial benefit is as challenging as other 
variables in the value equation. This Field Guide highlights the work of health systems and policy 
bodies to quantify patient risk and the financial value that disparities resolution and related health 
equity efforts provide for patients, payers, and their own systems.

Sutter Health: From a Number to a Culture

Sutter Health (Sutter) has always valued the diversity within its patient population and employees. It is currently 
systematizing and reporting on patient outcomes through its own Health Equity Index (HEI). Its approach to 
resolving disparities is holistic, as is its early examination of the value its health equity work generates.

Using Data to Discover Disparities
Sutter examined public health prevalence data for two ambulatory care sensitive conditions – asthma 
and diabetes – by ZIP code and Census track. The data was then stratified by race, ethnicity, gender, 
and age. Analyzing emergency department visit rates and accounting for underlying prevalence data  
helped Sutter create its own metric by which it could examine the potential existence of disparities: 
the Health Equity Index (HEI). Sutter defines its HEI as the ratio of observed-to-expected hospital 
encounters for a specific condition.

Sutter then added HEI values into established quality reporting 
mechanisms to systematically integrate health equity into hospital-
specific and system-wide performance analysis.

The results were illuminating: African-American men with asthma, 
and specifically those ages 44 to 65, were accessing emergency 

departments for asthma treatment at a rate over two times greater than what was expected  
(HEI = 2.2). To understand this disparity, Sutter conducted 254 in-depth phone interviews, examined 
patient experience surveys, and completed chart reviews within its electronic medical record system. This allowed Sutter to formulate 
a cost-shifting, value-based intervention supported by a community partnership that provided patients ongoing and culturally-sensitive 
asthma care that is more suitable than acute emergency department visits. 

Cost Avoidance for Increased Value
Since the intervention’s launch in April 2017, hospital emergency department visits for asthma have declined, signaling that patients are 
better at self-managing and accessing care at more appropriate and in less costly settings. Sutter attributes this to the complex nature of 
the lives of patients and trust in a Sutter emergency department to meet their medical needs in a known, respectful setting.

Sutter’s preliminary cost data is beginning to demonstrate cost avoidance – the extent to which costs are shifting from expensive emergency 
department and hospital stays to less expensive methods of same-day care (clinic, virtual visits, urgent care) that better support the 
immediate and on-going disease management needs of patients. Furthermore, since the intervention’s launch, the HEI for the target group 
has improved to 1.4, justifying continued investment in disparity resolution efforts. With this holistic approach to improving outcomes, all 
stakeholders involved – patients, communities, providers, payers, and purchasers – stand to realize a financial benefit.

Health Equity Index 
(HEI) is the ratio of 
observed-to-expected 
hospital encounters for 
a specific condition.

Resolving disparities 
can positively impact 
the bottom line in risk-
based environments.
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The Value of More Equitable Care
As the shift to value-based payment continues, patients, payers, and health care systems stand to gain from the integration of disparities 
resolution into quality measurement and improvement efforts. Viewing quality performance data through an equity lens provides 
a deeper understanding of the factors that impact outcomes. This, in turn, creates clearer pathways for clinical interventions and 
community-based partnerships that can improve patient outcomes and subsequently help manage cost and risk across the continuum of 
care. In sum, disparities resolution supports the aims of value-based care and can help a system realize cost savings through the payment 
mechanisms that are driving reimbursement.

BJC HealthCare: A Measured Approach to Disparities Resolution

BJC HealthCare (BJC) views equitable care as intrinsic to high-value care. It actively works to make measuring 
and reporting on health equity efforts as systematic and routine as quality reporting on clinical performance. 
By integrating data on patients’ social and demographic factors, the system can apply a health equity lens to its 
established quality performance reporting and create opportunities for addressing disparities.

Realistic Steps to an Idealistic Goal
BJC recognizes that this reporting redesign will take time to adopt, and that the system and its 
employees also will need time to process and react to the new lens on its performance data.  
It set several short- and intermediate-term goals to support the process, including:

•  Improving internal benchmarks on the collection of complete and accurate patient  
demographic data;

•  Preparing staff to receive the data they need to act on disparities and discuss that data in a 
respectful and forward-looking manner; and

• Supporting its teams’ ability to use the data by starting with measures already familiar to them.

Still, the resources invested into measurement and reporting requirements often leave little to no room to question whether the measures 
being used are the most useful. When the time is right, BJC plans to continue to adapt the selection of measures used to best reveal and 
resolve disparities. 

The Cost of Inaction
Investing in efforts to resolve disparities and provide more equitable care offers intrinsic value to BJC, with an understanding that the 
extrinsic value still requires quantification. Despite this, BJC understands the longer-term impact that inaction on disparities resolution 
offers. Elna Nagasako, former Senior Consultant for Access & Equity, BJC Center for Clinical Excellence, explains, “If we don’t understand 
the contributors to our outcomes, and if we don’t understand which groups are at most risk for having poor outcomes for whatever 
reason, that’s a blind spot with implications for clinical quality with a downstream reputational and financial impact as care models and 
payment models shift.”

LEARNING FROM STATE-BASED INITIATIVES

In 2013, the state of Maryland invested $15.1 million into the Health Enterprise Zone Initiative, a program aimed at 
improving access, outcomes, and health behaviors in underserved populations, and reducing costs and avoidable 
hospital admissions and readmissions. The model funded community coalitions of health care providers and 
community-based organizations to creatively address community health needs. It also used incentives (tax credits 
and loan repayment programs, among others) to attract primary care providers to underserved communities.3 

Data analysis from 2013 to 2016 showed remarkable success across multiple sectors, resulting in a net cost savings 
of over $93 million. This figure includes the cost savings from reduced inpatient hospital stays and from the jobs 
created to implement the program. Although emergency department visits increased, the net cost savings realized 
make this model intriguing for implementation in other communities within Maryland and in other states.4
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Financial Tools to Support Disparities Resolution 
Several federal agencies and national organizations have created tools to help quantify the financial benefit of disparities resolution 
efforts, whether through community partnerships or specific quality improvement initiatives. The tools below are starting points for 
various health care stakeholders to consider when examining the financial burden of disparities and potential financial gain to be realized 
from efforts to provide more equitable care.

For Medicare
CMS Disparities Cost Calculator

The CMS Office of Minority Health has 
developed a Disparities Cost Calculator 
(DCC) that can help health care organizations 
measure the cost of disparities and develop 
a business case to invest in initiatives to 
address health disparities. The online DCC 
tool will help organizations estimate the cost 
of not addressing disparities in key health 
conditions for the populations they serve.

Under Development

For Medicaid
Center for Health Care Strategies ROI 
Forecasting Calculator for Quality Initiatives

To help Medicaid stakeholders assess and 
demonstrate a return on investment (ROI) 
from projects to improve quality in health 
care, the Center for Health Care Strategies 
developed the ROI Calculator for Quality 
Initiatives. Investing in programs that more 
effectively manage the care of high-risk, 
high-cost beneficiaries can improve health 
outcomes, reduce unnecessary utilization, 
and control Medicaid expenditures. This 
investment can ensure greater value for 
every Medicaid dollar spent, while providing 
the highest quality of care for those who 
need it most.

Source: Center for Health Care Strategies
ROI Forecasting Calculator for  
Quality Initiatives 

For Community-Based Organizations 
and Their Medical Partners
The Commonwealth Fund: ROI Calculator 
for Partnerships to Address the Social 
Determinants of Health (Beta)

This calculator is designed to assist 
community-based organizations and their 
medical partners in creating mutually 
advantageous financial arrangements for 
funding the delivery of social services to 
high-need, high-cost populations. The 
calculator will compare how the financial 
returns and risks could be divided between 
the cross-sectional partners (social service 
and medical) under a variety of payment 
arrangements and levels.

Source: The Commonwealth Fund
ROI Calculator for Partnerships to Address 
the Social Determinants of Health


