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The key to success is improving the heart of the system:    
delivery of care and enabling of health.

When value increases significantly, it is possible to deliver far better health 
outcomes per dollar spent. This enables more access and more coverage. No 

matter who pays for health care, increasing value is the critical issue.
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Principles of Value Based Competition on Results: #1

The focus should be on 

value for patients, 

not just lowering costs.

The health care system must be about improving HEALTH and CARE.

If cost reduction were the goal, 

pain killers and compassion would be all we need.
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Dysfunctional, Zero-Sum Competition in Health Care is 
about Dividing Value, rather than Creating Value

• Competition to shift costs

• Competition to increase bargaining power

• Competition to reduce costs by restricting choice

• Competition to reduce costs by restricting services

None of these forms of competition increase value for patients.

Gains of one participant come at the expense of others.

Cost shifting efforts increase administrative costs.

These forms of dysfunctional competition exist in many countries.

Zero sum competition is unhealthy and unacceptable.
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What does it mean to COMPETE?
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Principles of Value Based Competition on Results #2

There must be 

unrestricted competition

based on results.

Competition to improve results for patients aligns interests.

When a patient’s health is improved, he or she wins…and so do

physicians, suppliers, payers, employers, family and society. Win-win!
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Value-based competition is 
results driven and patient centric, 

not consumer driven.

Framing the choices as 
government run v. consumer driven 

misses the opportunity to lead change that drives simultaneous 
improvement in quality and efficiency.

The opportunity for clinicians to lead dramatic change is enormous.

- Sweden

- Cystic Fibrosis
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Principles of Value Based Competition on Results #3

Competition should 

center on medical conditions

over the full cycle of care.

A medical condition is a set of interrelated medical 
circumstances that are best treated in an integrated way. 

So, from the patient’s perspective, having diabetes with 
hypertension IS the medical condition. 
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Is it realistic to think about innovation in 
the organization of care delivery? 

Yes. Someone is already doing each of the steps we 
recommend. Some examples:

• The Cleveland Clinic – institutes, disease systems, organ systems
• ThedaCare – only services above 95th percentile
• M.D.Anderson – organized by type of cancer
• Independent breast cancer specialist
• Preferred Global Health in Europe and Middle East

Notice, we are not talking about each service or procedure delivered 
at a separate facility.  

We are talking about reorganization, improvement, and making 
choices to increase value for patients. This requires multi-specialty 
practices—but not traditional departments.
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Principles of Value Based Competition on Results #4

Information on results

needed for value-based competition 

must be widely available.

Patient HbA1c levels measure results.  

Blindness or amputation are also results, but not good results.

Physicians need results measures to know what to improve 
and when they are improving outcomes for  patients.

RESULTS are what really matter.
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Competition to Improve Results 
will be much more effective than 

efforts to specify care delivery processes.
Pay for performance has become pay for compliance with 

process specifications.
•Administrative specification of care won’t drive improvement in value. 

•You can’t specify everything… and trying to drives up costs.

•Even with process compliance, results differ. (Consider diabetes.)

•Process compliance requirements may limit what the best can achieve. 
(Consider cystic fibrosis.)

•Process specifications are difficult to keep current.

•P4P builds in cost escalation.

Risk adjusted outcomes need to be measured and reported.
…and when they are, attention to process improvement will be animated.
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“But, patients don’t use 
information when it IS available!”

-The point is… doctors DO.                                          
(Recall Cystic Fibrosis in the U.S. and public reporting in Sweden.)

-In New York, CABG surgery had a 41% reduction in 
mortality in the first four years of outcome reporting.

-The Society of Thoracic Surgeons has developed 
state-of-the-art outcome measures (for internal use) 
since public reporting began.

-Minnesota began publishing diabetes outcome data in 
2004, by physician. Statewide, in the first two years of 
public reporting, the percent of patients passing all 5 
of the outcome thresholds doubled (from 4% to 9%).
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Let’s use Dr. Berwick’s Current “Canon” to see why 
Redefining Health Care is Radically Different & Essential

• Market Forces  
– The wrong kind of competition IS UNHEALTHY and dysfunctional.
– Market based reform can be results driven, patient centric and physician led.
– Competition to improve results benefits everyone. Win-win. 
– Government run v. consumer driven is a false dichotomy that misses your opportunity 

to lead.
• Public Reporting  

– Process reporting is not enough. 
– Risk adjusted outcome reporting is essential, 
– AND process improvement is essential.
– That is not an either/or.

• Pay for Performance
– Is not the solution. 
– Pay for process compliance drives up costs and does not ensure better results. 
– The idea of rewarding results is good. As was the idea of having a physician manage 

care for each patient. 
– Both morphed into administratively specified care. That doesn’t work.

• Consumer “Power”
– Clinicians need to LEAD. Consumers cannot drive change in a broken system.
– The structure of health care delivery systems needs to change to enable full cycle, 

patient-centric care. Consumers cannot lead that change.
• Shifting Costs to Patients

– This is zero sum competition and must stop.
– The notion that cost-shifting enables consumers is ill-conceived…an excuse, at best.. 
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Think about using outcome measures 
to enable improvement.

• Places that do this really well use outcome data as an enabler 
for physicians and teams, not as a report card. 

• This isn’t about just throwing information on the web. Support –
for physicians as well as for patients-- is necessary. (Consider 
PGH.)

• Studies show that informed, involved patients choose less 
invasive treatments, comply better with physician advice and 
have better outcomes. 

• Information needs to be coupled with ways for people to 
understand and use it, especially when lifestyle changes are 
involved.
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Experience

The Information Hierarchy

Patient Results

(Outcomes and prices)

Patient Attributes 

(for risk adjustment and clinical insight).

Methods, Processes & Costs

(for internal improvement efforts)
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Boston Spine Group  -- Multidimensional Measures 
Clinical and Outcome Information Collected and Analyzed

Patient Outcomes
(before and after treatment, multiple 
times)

Visual Analog Scale (pain)

Owestry Disability Index, 10 questions 
(functional ability)

SF-36 Questionnaire, 36 questions 
(burden of disease)

Length of hospital stay

Time to return to work or normal activity

Service Satisfaction
(periodic)

Office visit satisfaction metrics (10 
questions)

Overall medical satisfaction 
(“Would you have surgery again for the 
same problem?”)

Medical Complications
Cardiac

Myocardial infarction
Arrhythmias
Congestive heart failure

Vascular deep venous thrombosis
Urinary infections
Pneumonia
Post-operative delirium
Drug interactions

Surgery Complications
Patient returns to the operating room

Infection

Nerve injury

Sentinel events (wrong site surgeries)

Hardware failure

Surgery Process Metrics
Operative time

Blood loss

Devices or products used

OUTCOMES METHODS
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Principles of Value Based Competition on Results #5

Quality and efficiency

will often improve

simultaneously.

Health care IS different.  

Good quality is often more efficient, not more expensive.

More health is better, not more treatment. And more health 
is inherently less expensive than poor health. 
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Health Care IS different
• More than in other sectors, better quality inherently reduces costs

– Fewer mistakes and repeats 
– Faster recovery 
– Less disability
– Less invasive treatment methods
– Less long term care
– Disease management 
– Prevention
– Right Diagnosis
– Treatment earlier in causal chain
– Right treatment to the right patients
– Better health is inherently less expensive than worse health

The “good” or “product” here is health, not treatment.

Much delivered health care is behind best practices

big opportunity for  simultaneous improvement in quality and efficiency.
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Principles of Value Based Competition on Results #6

Value is driven by 

the team’s experience, scale,
and learning

at the medical condition level.

Experience can drive learning, and 
learning drives excellence.
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Studies show that today, 
the care delivered -- and the results --
depend more on where the patient is 

diagnosed and treated than on science or 
the state of the art of medical knowledge.

You and I would like to assume that 
every physician and every team is 

learning and up to date, but…

That’s scary!



21 Copyright 2007 © Michael E. Porter and Elizabeth Olmsted Teisberg

The Virtuous Circle in Health Care Delivery

Better Results, 
Adjusted for Risk

Deeper Penetration 
(and Geographic Expansion) 

in a Medical Condition

Improving Reputation Rapidly Accumulating
Experience

Rising Efficiency

Better Information/
Clinical Data

More Tailored Facilities

Greater Leverage in 
Purchasing

Rising 
Capacity for 

Sub-Specialization

More Fully 
Dedicated Teams

Faster Innovation

Greater patient
volume over which 

to spread IT, measure
-ment, and process                           
improvement costs

Wider Capabilities over 
the Care Cycle
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Principles of Value Based Competition on Results  #7

Competition should be

regional and national, 

not just local.
The most important competition is the competition of every hospital, 

every physician, every supplier, every health plan….                     
to improve results for patients compared to others with same 

condition (whether or not patients travel for services).

Competition to improve results will reduce variance in processes and 
outcomes, making travel LESS necessary for most situations.
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Let’s consider some data….
• How many heart transplant centers in the U.S.?

• What percentage of patients survive for one year after a 
heart transplant at a center with great results?

• What percentage of patients survive for one year after a 
heart transplant at a center with among the worst 
outcomes?

• Services that counsel patients about this data find that 
most are eager to consider traveling to a good center.

• The reason people think patients won’t travel is because        
patients and referring doctors lack data on RESULTS.
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Principles of Value Based Competition on Results #8

Innovations that increase value

must be actively encouraged 

and strongly rewarded.

The biggest need is for organizational innovation that improves 
the value of health care delivery to patients.

Patient value needs to be the beacon of ideas and inspiration 
for innovation. 



25 Copyright 2007 © Michael E. Porter and Elizabeth Olmsted Teisberg

Health care teams can 
innovate to increase the value delivered to patients. 

Here’s how to set your compass and define direction…

• Define the goal as increasing the value for patients
– Patients experience value when their medical conditions are resolved 

or managed effectively and efficiently.

Reorganize Practice around Care Cycles for Medical Conditions
– Tall order, but huge opportunity to lead positive change
– This will make success far easier from the patient’s perspective.
– Remember, financial success follows creation of value.

• Measure results
– Well constructed outcome information enables physicians and teams 

to enhance their expertise and improve value for their patients.
– Drive your own learning!
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How Will Redefining Health Care Begin?

• It is already happening!

• Each system participant can take voluntary 
steps in these directions, and will benefit
irrespective of other changes.

• The changes are mutually reinforcing.

• Once competition begins working, value 
improvement will no longer be discretionary
or optional.

Altruism is not required!

Moving early has major benefits.
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