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Value-Based Healthcare
A Three-Dimensional Model
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Cost Drives “Value”
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U.S Personal Consumption of Healthcare
Percentage Change in Cost vs Utilization

1960-2021
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HMO ACA MACRA
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Patient Stakeholder is now a Consumer
Episode-of-Care Cost Management

https://www.valuepenguin.com/high-deductible-health-plan-study





Value Based Healthcare Reality Today 
Cost Drives “Value”

$ $$ $$$

XX
X

Payer Stakeholder



• CPT based
• Payment based on individual units of service
• No Link to quality

Fee-for-Service

• ICD-10 based
• Moving from Volume to Value: incentivizing providers to 

focus on the quality of services provided, not quantity.  
Value-based Care

• APM: CPT + ICD-10
• FSF payments with qualify for metric-based bonus payments, 

or penalties.  MACRA/MIPS

Pay-for-
Performance (P4P)

• CPT or IDC-10
• All services beginning with an initiating event over a specified 

time period across every care setting
Episode-of-Care

Lexicon of Value-Based Care



• 2021 Stark Defined Relationship
• New exemptions for Value-based enterprises, activities, 

arrangements that participate in a Value-based 
enterprise

Value Based 
Relationship

• Legal partnership between physicians +/- hospitals
• Deliver evidence-based care, improve quality, 

efficiency, and coordination of care, and demonstrate 
value to the market

Clinically 
Integrated 
Network

• Authorized under the 2010 Accountable Care Act
• Established in 2012 as a Medicare Payment Model
• Physician and Payer payment relationship 
• Evolved as Primary care and hospital system focused
• Specialists are passive participants 

Accountable 
Care 

Organization

Lexicon of Value-Based Care



• APM: CPT or ICD-10 based All-inclusive care payment 
model for defined episodes of care

• Bundled Payments for Care Improvement (BPCI)

Bundled 
Payments

• APM: FSF with ICD-10 based risk adjusted payment 
incentives within a population of patients

• MSSP ACO (Upside), Next Gen ACO(upside and 
downside)

Shared Savings

• APM: Fixed payments per patient per month for set 
services (Partial Capitation) or all services (Full 
Capitation) within a population of patients

• Reconciliation of financial rewards or penalties based 
on performance.  Reinsurance for downside Required

• Medicare Advantage (full upside and downside risk)

Capitated 
Population-

based payments

Lexicon of Value-Based Care



Value Based Healthcare Reality Today 
Cost Drives “Value”
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Otolaryngology

Primary
Care

Hospital
System

CMS

Private Payer

Value-Based Healthcare 2025

Alternative Payment

Fee-for-Service



VBH Payment Models
2020 Healthcare Spending Percentages

39.3% 19.8% 34.2% 6.7%

73 health plans, five states, Traditional Medicare representing 80.2% of national market in 2020
HCPLAN 2021 







Impacting Employer Self Insured Plans
Direct to Employer Contracting Referrals



Facility Fees Matter
Total Reimbursement for Service 

MarketScan Data

JAMA Netw Open.2021;4(12):e2137390



PGP Name Physician
Episode 
Count

Avg Episode 
Cost

Avg 
Comorbid 

Count
Readmit 

Rate
IRF 

Rate
SNF 
Rate

HH 
Rate

OP 
Rate

SNF 
LOS

HH Avg 
Visits

Readmit Claims 
Cost

IRF Claims 
Cost

SNF Claims 
Cost

HH Claims 
Cost

OP Claims 
Cost

ORTHO Practice A Total 188 $19,606 2.7 9.0% 0.0% 12.8% 23.9% 41.5% 20.7 12.8 $144,816 $307,810 $166,025 $86,619
A 30 $15,136 1.5 0.0% 0.0% 0.0% 43.3% $10,123
B 75 $18,483 2.6 5.3% 0.0% 9.3% 20.0% 34.7% 24.4 12.1 $27,042 $110,167 $53,836 $43,151
C 22 $20,000 2.7 4.5% 0.0% 9.1% 36.4% 90.9% 23.0 9.4 $7,615 $17,927 $24,286 $7,840
D 61 $23,043 3.4 19.7% 0.0% 24.6% 36.1% 31.1% 18.6 14.6 $110,159 $179,716 $87,903 $25,505

ORTHO Practice B Total 3,664 $21,367 2.7 7.0% 0.3% 18.8% 33.1% 49.5% 20.7 10.7 $3,156,294 $223,423 $9,873,416 $4,057,660 $2,164,731
1 80 $15,591 0.9 2.5% 0.0% 0.0% 3.8% 40.0% 9.7 $20,076 $8,078 $34,281
2 173 $16,498 1.6 2.3% 0.0% 4.0% 5.8% 39.9% 24.3 10.7 $33,092 $105,462 $27,452 $77,802
3 278 $16,577 2.7 3.6% 0.0% 2.2% 6.1% 55.4% 20.5 9.7 $136,904 $69,086 $52,962 $136,095
4 146 $17,640 2.1 3.4% 0.7% 4.8% 17.1% 48.6% 24.7 14.2 $26,248 $27,040 $112,188 $99,365 $85,361
5 115 $17,748 3.2 7.8% 0.0% 5.2% 7.0% 47.8% 15.0 9.5 $91,248 $54,874 $23,448 $98,566
6 69 $18,653 3.4 4.3% 0.0% 14.5% 8.7% 52.2% 20.9 8.5 $28,905 $134,426 $17,800 $29,966
7 100 $18,930 2.0 3.0% 1.0% 12.0% 14.0% 41.0% 31.9 9.9 $26,180 $18,143 $241,225 $42,391 $42,054
8 276 $18,998 2.1 5.1% 0.4% 12.0% 26.4% 51.4% 16.6 11.4 $169,313 $16,875 $329,964 $226,951 $206,365
9 129 $19,353 2.9 5.4% 2.3% 11.6% 16.3% 45.7% 18.1 14.9 $118,141 $50,735 $159,099 $85,922 $54,324
10 84 $19,683 3.0 9.5% 0.0% 9.5% 9.5% 60.7% 23.1 14.6 $104,888 $120,090 $33,485 $78,459
11 61 $19,706 2.6 8.2% 1.6% 14.8% 18.0% 57.4% 17.0 13.4 $45,577 $16,108 $97,340 $45,584 $25,917
12 132 $19,999 2.7 3.0% 0.8% 13.6% 94.7% 30.3% 15.4 12.1 $42,300 $22,248 $186,413 $405,903 $35,056
13 144 $23,055 3.8 10.4% 0.0% 22.2% 24.3% 54.2% 23.2 13.3 $202,815 $529,544 $134,084 $90,893
14 149 $23,590 2.9 11.4% 0.0% 28.2% 27.5% 45.0% 22.9 11.1 $199,300 $656,823 $152,300 $71,966
15 12 $23,854 3.9 0.0% 58.3% 58.3% 50.0% 15.1 9.1 $72,400 $20,773 $3,592
16 180 $25,576 2.8 8.9% 0.0% 36.7% 79.4% 55.6% 19.7 8.1 $179,531 $894,912 $435,464 $127,728
17 11 $25,820 4.0 9.1% 27.3% 45.5% 72.7% 28.3 10.8 $15,684 $57,599 $19,345 $5,169
18 13 $26,173 5.0 7.7% 0.0% 23.1% 69.2% 69.2% 17.0 13.6 $6,081 $33,676 $31,631 $16,594
19 20 $26,311 2.1 0.0% 25.0% 20.0% 40.0% 18.4 18.0 $59,499 $13,879 $8,193
20 21 $27,502 3.8 9.5% 0.0% 38.1% 33.3% 61.9% 25.3 14.6 $29,886 $125,119 $27,418 $11,482
21 53 $27,602 2.7 5.7% 0.0% 35.8% 67.9% 43.4% 28.8 8.3 $51,495 $380,674 $108,154 $21,364
22 50 $30,732 2.9 14.0% 0.0% 42.0% 38.0% 50.0% 23.1 13.1 $88,078 $457,444 $64,795 $30,814
23 19 $32,139 4.2 5.3% 0.0% 52.6% 78.9% 52.6% 25.6 12.5 $18,319 $165,715 $56,946 $11,558
24 22 $42,390 4.8 18.2% 4.5% 77.3% 45.5% 50.0% 28.2 10.9 $48,068 $26,978 $349,813 $34,698 $8,926
25 13 $48,529 4.2 7.7% 0.0% 69.2% 23.1% 69.2% 28.8 8.0 $37,692 $275,805 $9,701 $13,131
26 16 $49,130 5.0 18.8% 0.0% 93.8% 50.0% 50.0% 29.5 17.6 $62,088 $299,442 $40,586 $5,141

Service Line: Orthopedics Clinical Episode: Major Joint Replacement of the Lower Extremity Data Source: Medicare Claims LDS (2018 & 2019)

Episode-of-care Matters



Jang et al Laryngoscope. 2021 Dec;131(12):2641-2648

Chronic Rhinosinusitis
Physician Regional Cost Variation

Marketscan



Thoughtful Healthcare Design 

VARIABILITY COST INDEX®
Engaging         physicians in Facility Navigation

Averify applies its licensed data, public data, and de-identified claim data for normative, reference prices to compare provider facility records  
that contractually bind providers to employer claim adjudications for assessing health plan efficiency. The Data does not constitute a Fee 
Schedule  or a recommendation of fee schedules for facilities. The Averify validation process permits the use of its applicable data for normative 
financial comparison of their services to their local region health delivery to employers. Any provider contracted by Averify is limited to the use of 
Averify’s  reporting for internal purposes and is solely applicable to each client facility’s contribution to employer plan efficiency.



Thoughtful Healthcare Design 

Facility Price Variability
Average price by Geozip for CPT Code 31255



PHYSICIAN ACTIONS DETERMINE COST
1

National Geozip Map
• 249  Urban
• 216  Urban & Rural
• 27  Rural 
• 492  Total GeoZip areas

Facility Costs:

CHRONIC 
RHINOSINUSITIS:
MSA Cost Variability

Thoughtful Healthcare Design 



NORTH CAROLINA: Facility cost sample pulled from employer data 

Thoughtful Healthcare Design 



Value-Based Healthcare
Otolaryngology Strategies
Strengths

Melon, DE 2019



Value-Based Healthcare: Surgical Site-of-Service
Fee-for-Service Category 1 Strategies

Goal
Prior Authorization 

– De-Escalation

Tools
Site-of-Service: Surgery

• UnitedHealthcare 
ASC (NO PRIOR AUTH) vs HOPD/Hospital 
(PRIOR AUTH REQ)

– 42820 T&A <12    42825 
Tonsillectomy < 12

– 42821 T&A > 12   42826 
Tonsillectomy > 12

– 42830 Adenoidectomy <12 
– 42831 Adenoidectomy >12
– 30520 Septoplasty   
– 30801 Turbinate reduction



ASC Corporate Structure Matters
Roll over HOPD

Rate not a 
savings

Harrill WC, Melon DE, Seshul MJ, Katz MS, Zanation AM. Contemporary analysis of practicing otolaryngologists. 
Laryngoscope. 2018 Nov;128(11):2490-2499.



Value-Based Healthcare: Office Site-of-Service 
Fee-for-Service Category 2 Strategies

Goal
Value-based Referrals

– ACO Influenced

Tools
Episode-of-Care

• Physician EOC Value Rank
• Site-of-service shared savings 

with Payer & ACO
– Diagnostic Tests

» In-office CT & Ultrasound
– Surgery

» HOPD vs ASC vs In-Office

Site-of-Service: Diagnostic Imaging
– Free Standing Preferred Payments 

• Cigna 2021
• United Healthcare 2019
• Anthem 2018



Otolaryngology Site-of-Service 

OPG: Otolaryngologists per group

V= EM3: Does this trend create VALUE?

Harrill WC, Melon DE, Seshul MJ, Katz MS, Zanation AM. Contemporary analysis of practicing otolaryngologists. 
Laryngoscope. 2018 Nov;128(11):2490-2499.



Point-of-Service CT

Leung et al Am J Rhinol Allergy. 2011

V= EM3: Does this trend create VALUE?



Value-Based Healthcare: Clinical Integration
Fee-for-Service Category 1 & 2 Strategies

Goal
Pay-for-Reporting
Pay-for-Performance

Tools
Payments for Reporting Data

• Reported Outcome Measures
• Patient Compliance
• Care Coordination

Direct to Employer Contracting
• National Multispecialty Clinically 

Integrated Physician Network



Melon, DE 2019

Value-Based Healthcare
Otolaryngology Strategies
Weakness



Value-Based Healthcare: New Technology
Episode-of Care Cost Implications

Goal
Episode-of-Care
Cost Reduction

Tools
Sinus Stents

Biologics



Chronic Sinusitis
Steroid vs Non-Steroid Eluding Stents

1Rudmik L, Smith TL. Economic Evaluation of a Steroid-Eluting Sinus Implant following Endoscopic Sinus Surgery for Chronic Rhinosinusitis. Otolaryngol Head Neck 
Surg. 2014 Aug;151(2):359-66.
2Pynnonen MA, Davis MM. Extent of sinus surgery, 2000 to 2009: a population-based study. Laryngoscope. 2014;124(4):820-825. 
doi:10.1002/lary.24335

1

Sinus 
Application

50% 
utilization

25% 
utilization

Steroid 
Eluding Pack

$200,000,000 $100,000,000

Non-Steroid 
Eluding Pack

$45,000,000 $23,000,000

CMC Foam $21,250,000 $10,625,000

Hemostatic 
MPH

$20,000,000 $10,000,000

250,000 annual FESS cases per year2

V = EM3: What Strategy creates VALUE?



Chronic Sinusitis with Nasal Polyps
Biologics 

Biologic1 Responder Rate Non-responder Rate Wholesale acquisition 
cost per year

Dupilumab 62% 38% $38,110

Omalizumab 55% 45% $39,048

Mepolizumab 42% 48% $37,293

1https://www.biopharmadive.com/news/icer-asthma-biologics-price-final-report/542342/

Treatment2 36-year Cost

FESS $50,436.99

Dupilumab $536,420.22

2Utility Analysis of Dupilumab Versus Endoscopic Sinus Surgery for Chronic Rhinosinusitis With Nasal Polyps. 
Laryngoscope. 2021 Jan;131(1):E26-E33

V = EM3: What Strategy creates VALUE?

https://www.biopharmadive.com/news/icer-asthma-biologics-price-final


Jang et al Otolaryngol Head Neck Surg 2018



Otolaryngology 
Site-of-Service Trends

Sino-nasal surgery

Koester LK, Goyal P Laryngoscope. 2019

Medicare

V= EM3: Does this trend create VALUE?



Site-of-Service Quality Standards

Standards Oversight Hospital/ASC/HOPD Clinic Non-HOPD 
Office-Based

Facility Standards Joint Commission OSHA
Credentials Medical Executive Committee ?
Case Review/Adverse Event Surgical Review Committee ?
Infection Control Infection Control Committee ?
Professional Standards Physician Affairs Committee ?
Reporting Standards Surgical Review Committee ?

V= EM3: Does this trend create VALUE?



Value-Based Healthcare: Alternative Payments
Fee-for-Service Category 3 Strategies

Goal
Bundled Payments

Tools
Balloon Sinuplasty
Balloon Eustachian Tube 
Dilation



Otolaryngology Alternative Payment Model
Balloon Sinuplasty: An APM without Quality Metrics

Koester LK, et al Laryngoscope. 2019

Medicare
433% increase 

In payments

19% increase in just
physician payments

FESS Facility fees are 2-6x additive

V= EM3: Does this trend create VALUE?



Impact of Linking APM to Quality
Sinus Procedures vs Joint Replacement

Svider et al Laryngoscope. 2018

Medicare FESS & Balloon Sinuplasty 
Bundle Payments

Medicare’s Bundled Payments for Care Improvement

Navathe et al JAMA. 2018



1Outlier status was defined as performing a total number of BSP procedures in a year 
that is >2 SDs above the cohort mean between 2012 and 2017

1

Establishing VALUE in BSP Bundled Payments

Exilus SD et al. Laryngoscope. 2021

4.7% of Otolaryngologists1 accounted for
44.3% of all BSP procedures

V= EM3: Does this trend create VALUE?

Medicare Data



When Physician over utilization 
is recognized by the payers…..

What happens?



JAMA Intern Med. 2019 Dec 1;179(12):1699-1706

CARDIAC AREST

-1999-2005 CMS noted a 60% 
increase noninvasive cardiac 
tests in private practice

-2007 CMS Reduces payments 
to independent cardiologists  
for non-invasive in-office 
procedures from an average of 
$700 per test to $300 per test



CARDIAC INTERVENTIONS TODAY SEPTEMBER/OCTOBER 2019 VOL. 13, NO. 5 

Cardiology Employment Model shifts 
2008-2018



Market Lockout



Eustachian Tube Dysfunction

HCPCS Code Short Description Non-Facility Price Facility Price

69433 M&T $209.02 $134.62

69705 Unilateral
ET Dilation

$2,941.87 $176.84

69706 Bilateral
ET Dilation

$3,036.69 $247.09

https://www.cms.gov/medicare/physician-fee-schedule/
Accessed 2/22/22

V = EM3: What pathway will create VALUE?

Office HOPD/ASC



Melon, DE 2019

Value-Based Healthcare
Otolaryngology Strategies
Future concepts



Value-Based Healthcare: Coordination of Care

Tools
Sino-Allergy Home

Allergy Patient Journey Mapping

Harrill WC, Melon DE. A Field Guide to U.S. Healthcare Reform: The Evolution to Value-Based Healthcare. 
Laryngoscope Investigative Otolaryngology. May 1, 2021. (updated 2./2020)



Carolina ENT Allergy 
Patient Journey 

Mapping Project

Otolaryngology VBH 2025
Managing the Patient’s Experience through Data

Live Data: 9/24/2020-7/6/2021
- 734 unique patients engaged
- 93,774 data points



Thoughtful Healthcare Design 


