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6.4

6.4 Standards and Case Mix Adjustment Methods

When profiling providers on the basis of cost, efficiency, effectiveness of care, or 
utilization of services, it is important to consider the type of patients each 
provider treats. How ill are the patients, and how intensive is the treatment they 
require? What special circumstances (patients' age, sex, geographic location, 
comorbid conditions) must be considered? For example, a veterans' hospital 
cannot be evaluated on the same basis as an inner-city general hospital without 
adjusting for the different mix of patients.

To incorporate this information in your analysis, case mix adjustment methods 
are used. After factoring in the mix of patients in your population using a case 
mix adjustment method, you can compare a selected provider against the 
standard.

Several key criteria are used in adjusting for case mix:

• standard weights
• case mix index 
• expected average cost
• case-mix adjusted cost
• efficiency index
These values are calculated separately for stays (based on DRGs) and for 
episodes (based on ETGs), but the process is the same for each type of grouping.

Standard Weights
When you are profiling an individual primary care physician, the standard 
represents the PCP's peer group: for example, all providers in the network. For 
this group of providers, an average cost is calculated for each DRG or ETG, 
based on the Allowed, Submitted, Paid, or Equivalent Cost (ETG only) amounts 
(depending on the parameters of the standard). An average cost for the network, 
including all DRGs or ETGs, is also calculated on the same basis. The ratio of 
each DRG or ETG's average cost to the overall average cost is called the weight 
of that DRG or ETG. 

Standard weights are used to determine the expected level of utilization for 
members assigned to a specified PCP or practice group. To calculate weights for 
a standard, MCSource divides the average cost per stay or episode (for each DRG 
or ETG) by the total cost of all stays or episodes to obtain the standard weight for 
the DRG or ETG, as shown in the example below. Note that the case-mix index 
for the standard is always 1.00.

ETG Number of 
Episodes in 
Standard

Total Cost of 
Episodes

Average Cost 
per Episode

Standard Weight

0010 965 73,340 76 76 / 351 = 0.21652

0045 2 (small cell) 536 268 Small Cell: Weight = 0

0272 105 72,972 695 695 / 351= 1.9800

0278 491 x 355,484 724 724 / 351= 2.0626

0293 18 x 6,840 380 380 / 351= 1.0826

0304 34 x 6,766 199 199 / 351= 0.5669

0373 367 x 179,463 489 489 / 351= 1.3931

Total 1,982  694,868 351 351 / 351 = 1.00
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Case-Mix Index 
A case-mix index is a single value indicating the complexity or severity of illness 
present in a single provider's set of patients, as compared to a larger set of 
providers (the standard). The case-mix index for each population is based on the 
weight of the stays or episodes that the provider manages, and represents the 
weighted average of expectations for members whose stays or episodes are 
assigned to a specified DRG or ETG. 

It is important to understand that a case-mix index is a relative value. A standard 
can be derived from a number of different populations (e.g., total plan, specialty, 
geographic location, network, IPA). Therefore, a provider's case-mix index may 
vary considerably depending on the population used in the analysis.

To determine the case-mix index for a single provider, MCSource performs the 
following calculations:

1. Multiply the number of the provider’s cases within the DRG or ETG by the 
standard weight to obtain the sum of weighted cases. 

Note: This does not include those DRGs or ETGs that met the small cell 
criterion (typically, having less than five stays or episodes). 

2. Divide the sum of case-mix weights by the provider’s total number of 
weighted cases, as shown in the last row of the example below:

ETG Number of 
Cases for 
Standard

Standard 
Weight

Number of 
Cases for 
PCP

Case-Mix Weights

0010 965 0.0268 54 54 * 0.0268 = 1.4472

0272 105 0.2454 12 10 * 0.2454 = 2.4540

0278 491 0.2557 60 60 * 0.2557 = 15.342

0293 18 0.1342 5 5 * 0.1342 = 0.6710

0304 34 0.0702 8 8 * 0.0702 = 0.5616

0373 367 0.1727 42 42 * 0.1727 = 7.2534

Total 1982 181 27.7292

Case Mix Index: 27.7292 / 181 = 0.1532
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Expected Average Cost
To calculate a provider’s efficiency, you need to measure the actual costs against 
averages from the standard. These averages can vary depending on the basis 
amount used in the standard set. The standard data may be drawn from the 
Allowed, Submitted, Paid or Equivalent Cost Amount fields: for example, the 
ETG Average Amount comes from ETG_ETG_STANDARD_FACT, and the DRG 
Average Amount comes from DRG_DRG_STANDARD FACT.

Note: Actual vs. expected days are calculated in the same manner..

Efficiency Index
By comparing the expected average cost to the provider’s actual cost, you can 
evaluate the provider’s cost efficiency in comparison to the standard, as shown in 
the following dataview. This measurement is called the efficiency index. 

To calculate a provider’s efficiency index, MCSource divides the actual 
(submitted, allowed or paid) amount by the expected (standard) amount. The 
higher the efficiency index, the greater the provider’s financial inefficiency. 

For example, in the following dataview, the efficiency index for provider 3175 
ranged from 1.08 to 2.60: from 100% to 260% of the standard.

Provider 3175 significantly 
exceeded both the expected 
average cost and the 
expected days for many 
DRGs. Why?

Pmnts/Disch: submitted 
amount (Cost) per discharge

Exp Pmnts/Disch: expected 
average (standard) submitted 
amount per discharge

Pmnts/Disch Diff: difference 
between the actual and the 
expected amounts per 
discharge

The efficiency index for 
Provider 3175 is consistently 
above 1.00 and ranges over 
2.00, indicating financial 
inefficiency.

Pmnts/Disch: submitted 
amount (Cost) per discharge

Exp Pmnts/Disch: expected 
average (standard) submitted 
amount per discharge

Effic Index: Subm/Disch 
divided by Exp Subm/Disch; 
the actual amount divided by 
the expected amount.
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Case-Mix Adjusted Cost
To adjust a provider’s cost to what it would be if the provider treated the standard 
case mix, MCSource calculates the case-mix adjusted cost. The provider’s actual 
(submitted, allowed or paid) amount is divided by the provider’s case-mix index. 
Once this is done, the provider can be ranked based on the adjusted cost. 

Case Mix Adjustment and Comparison Measures
The criteria described in the preceding pages are a few of many comparison 
measures that MCSource offers. They are found in the Comparison Counts and 
Amounts and Comparison Measures folders in the Comparison dataviews of the 
Profile Health module. 

These dataviews are located on the following Navigator pathways:

• Profile Health - Hospitals - Profile by DRG (Hospital, MDC and DRG 
Comparison Summaries)

• Profile Health - Utilization Assessment - Service Experience - Inpatient 
Stays (Standard Comparison and Provider Comparison by DRG)

• Profile Health - Utilization Assessment - Population-Based Analysis - 
Experience by Age and Gender (Inpatient Comparisons by DRG and 
Episodal Comparisons by ETG)

• Profile Health - Physicians - Profile by ETG - Episode Views ( PCP, MDC 
and ETG Comparison Summaries)

• Profile Health - Physicians - Profile by ETG - Episode Subset Views (PCP 
Treatment and PCP Drug Utilization Comparisons)

• Profile Health - Utilization Assessment - Service Experience - Episodes of 
Care (Standard Comparison and Provider Comparison by ETG)

Exp Pmnts/Disch: expected 
average (standard) submitted 
amount per discharge

CMI: Case Mix Index

CAdj Pmnts/Disch: payments 
per discharge, adjusted for 
case mix using the DRG 

The case-mix adjusted costs for 
Provider 3175 are consistent with 
this provider’s cost-intensive 
pattern. 

Pmnts/Disch: submitted 
amount per discharge


	6.4 Standards and Case Mix Adjustment Methods
	Standard Weights
	Case-Mix Index
	Expected Average Cost
	Efficiency Index
	Case-Mix Adjusted Cost
	Case Mix Adjustment and Comparison Measures


