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This presentation draws on Michael E. Porter and Elizabeth Olmsted Teisberg: Redefining Health Care: Creating Value-Based Competition on Results, Harvard
Business School Press, May 2006, and "How Physicians Can Change the Future of Health Care," Journal of the American Medical Association, 2007;
297:1103-1111. No part of this publication may be reproduced, stored in a retrieval system, or transmitted in any form or by any means 6 electronic,
mechanical, photocopying, recording, or otherwise 8 without the permission of Michael E. Porter and Elizabeth Olmsted Teisberg. Further information about
these ideas, as well as case studies, can be found on the website of the Institute for Strategy & Competitiveness at http://www.isc.hbs.edu.
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Redefining the goal:

The critical issue Is the value of health care delivered.

Improving Value:

Better health outcomes relative to the cost of achieving them.

Af cost reduction were the real goal, we would need only pain
killers and compassion.

Aronically, the more wedve focusec
driven them up. Cost shifting undermines efficiency and quality.

AE.g., Value of health care for people with diabetes clearly
Improves with effective early-stage care.

i Disease progression drives value DOWN with both worse
outcomes and higher costs.
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Universal coverage IS essential for equity and efficiency.

And, it is not enough.

Health Structure of

Insurance and Healt_h Care
Access Delivery

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 for the money 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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Creating a High-Value Health Care System

Framing the choice as between
a government-run system and a consumer-driven system
misses a huge opportunity.

A Consumers cannot fix the dysfunctional structure of the current system.
A Administrative oversight and process specification will not fix the problems.
A We offer a new conception of market-based reform.

Y Cost-based Y Value-based

Y Consumer-driven Y Results-driven
Y Organized by specialties Y Patient-centered
Y Fragmented ‘ Y Full Cycle

Y Poorly Coordinated Y Team Based

Y Culture of Control Y Culture of Quality
Y More Treatment Y More Health
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To achieve dramatic and ongoing improvements in value
for patients, nset the comp:

1. Patient- and Family-Centered Care
A Define the goal as increasing value for patients.

2. Results-Driven Improvement
A Measure results at the level at which value is created for patients.

A Drive learning!

3. Value-based Restructuring of Delivery
A Redesign delivery around full care cycles for medical conditions.

A fimedical conditiono I s a set of
that are best cared for in an integrated way.

(So, diabetes with hypertension IS a medical condition;
fourco-occurring chronic di seases ma
CABG surgery is a procedure, NOT a condition.)
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Improving results for patients increases value

rather than dividing value.

A This is a win-win proposition.
A Consider anesthesia improvements.

A Notice, the goal is improving value for patients,
not creating consumer-driven care, which often

means shifting costs.

A Consider Swedish results improvements.
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What should it mean to COMPETE?

Sports and war are the wrong models.
Healthy competition is about INCREASING VALUE.
This means improving results (outcomes and costs),

not shifting costs or winning at

Improving results for patients increases value
rather than dividing value.

And improving value aligns interests, rather than
having participants pursuing different goals.
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Widely available information on results
drives improvement in outcomes for patients.

Physicians need results measures
in order to drive improvement.

Risk adjustment is important; perfection is not!

RESULTS Process specification and compliance do
are what really not guarantee improved results.
matter! (Consider Italian data.)

Both results and process measures are
needed to develop insight about what works.
The point is to drive learning.
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Measuring Value

Patient Initial
Conditions

Patient
Compliance

Process

AEvidence-based
medicine

AProtocols
AGuidelines

Patient Satisfaction
with Care Experience

(Health)
Outcomes

Health

Indicators

AE.g., Hemoglobin
Alc levels of
diabetic patients

Patient Reported
Health Outcomes
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