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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 Restructuring health care delivery requires physician leadership.

A We offer a new conception of market-based reform.

— Consumer-driven — Results-driven
— Payment-centric ) - Patient-centric
—. Government-run -~ Physician-led
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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.

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

e ronically, the more we’ve focusec
driven them up. Cost shifting undermines efficiency and quality.

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

— Disease progression drives value DOWN with both worse
outcomes and higher costs.
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Access for all i1 s essential for Equ

For equity and Primary a}nd
r n r
e R are sssential to
kﬁsstﬁtflrde Insurance Standards for e
everyone. and Access Coverage health and

more efficient
care.

Structure of
Health Care
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 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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What is keeping us from Improving Value?

Today, 215t century medicine is
delivered with 19t century mindset:
-goals,
-organization structures,
-management methods,
-payment models.

« Significant improvement in value will require
fundamental restructuring of health care delivery
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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.

6 Copyright 2008 © Michael E. Porter and Elizabeth Olmsted Teisberg



Four key principles In
Value-Based Health Care Delivery

Solutions for patients and families
Teams treating medical conditions

Measuring outcomes:
Improving care and creating trust

Getting paid for value
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Setting the compass: Value-Based Health Care Delivery

1. Pursue value-creating solutions for patients and families

2. Organize teams from the patient perspective:
around medical conditions for the full cycle of care

3. Measure Outcomes to drive learning and to communicate

4. Demonstrate Value to enable getting paid for truly good care
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Can we afford to focus on quality?

Yes.

A solution yields better health, not just more treatment.

Living in good health is inherently less expensive
than living in poor health.



Even more than in other sectors,
better quality improves efficiency in health care.

 The best way to contain costs is to drive improvement in quality

- Prevention - Fewer delays in the care
- Early detection delivery process
- Right diagnosis - Less invasive treatment methods
- Early treatment - Faster recovery
- Right treatment to the right - More complete recovery
patients - Less disability
- Treatment earlier in the - Fewer relapses or acute
causal chain of disease - episodes
- Fewer mistakes and repeats - Slower disease progression

in treatment - Less need for long term care
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Create value by providing solutions and improving

heal th results for patient

A Anesthesia improvements.

A CCA improves health for dual eligible Medicare-
Medicaid patients with multiple chronic diseases.

A The Cleveland Clinic offers telemedical second
opinions on diaghoses, and 17% change.

AStroke is the | ead:i

ng caus
so.can we prevent the

dama
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Setting the compass: Value-Based Health Care Delivery

1. Pursue value creating solutions for patients and families

2. Organize teams from the patient perspective:
around medical conditions for the full cycle of care

3. Measure Outcomes to drive learning and to communicate

4. Align reimbursement with value and reward innovation
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What is a Medical Condition?

A medical condition is an interrelated set of medical
circumstances best addressed in an integrated way

—Defined from the patient’s pers
— Where value is created
— Where coordination should be the normal practice

e Includes the most common co-occurrences

 Examples

— Diabetes (including vascular disease, hypertension, others)
— Breast Cancer

— Four commonly co-occurring chronic conditions
— CABG is a procedure, not a condition
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Patient value needs to be the beacon of
Inspiration for organizational innovation.

Old model: Organized by specialty New model: integrated practice unit
and by discrete, fragmented services

Outpatient Imaging Unit
Physical
Therapist

Imaging —
Unit

West German
Headache Center

Essen

Primary Univ.

Outpatient Neurologists :
Care _ Hospital

Neurology Syt Psychologists Inpatient
Inpatient Primary Physical Therapists Unit
Treatment | Care Day Hospital
and Detox \ ‘ / Physician

\ / Network
Outpatient Neurologists
Psychologist

Migraine care in Germany:

Integration of care simplifies coordination for patients
and patients have far fewer days of disabling pain.

Source: KKH, Westdeutsches Kopfschmerzzentrum
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Today, most @il nt egrteaamn,dbdta c a
collection of fragmented services.

ING % )

The care differs, the judgments on which it is based differs, the

outcomes differé and the clinician
results, or to what they should compare. They work hard, care a
| ot, and assume theyobve done very

But data showémost have not done n
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Integrated Practice Units

drive improvement by

driving learning
at the medical
condition level.

This is not hyper-specialization.

It is not focused factories or
freestanding archipelagos.

It is not just co-location.

Broad expertise develops over the
care cycle for the patient.

Consider cystic fibrosis.

Deeper Penetration
(and Geographic Expansion)
in a Medical Condition

Improving Reputation Rapidly Accumulating
Experience
Better Results,
Adjusted for Risk Rising Efficiency

Faster Innovation Better Information/
Clinical Data
Greater patient
volume over which More Fully
to spread IT, measure- Dedicated Teams
ment, and process

improvement costs More Tailored Facilities

Wider Capabilities over Greater Leverage

the Care Cycle in Purchasing

Rising
Capacity for
Sub-specialization
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Setting the compass: Value-Based Health Care Delivery

1. Pursue value creating solutions for patients and families

2. Organize teams from the patient perspective:
around medical conditions for the full cycle of care

3. Measure Outcomes to drive learning and to communicate

4. Demonstrate Value to enable getting paid for truly good care
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Widely available information on results
drives improvement in outcomes for patients.

Teams need results measures
in order to inform improvement.

Don’t develop —report
RESULTS Process specification and compliance do
are what really not guarantee improved results.
matter! (Diabetes: Italian data, MN data)

Measures of results, of processes. and of risk
adjustments are needed to develop insight
about what works.

The point is to drive learning.
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But are results really all that different?

e Consider heart transplants.

 Too often, physicians and patients lack data on
RESULTS.

The feasibility of universal outcome measurement at the medical
condition level has been conclusively demonstrated.

And using measures is the fastest way to ensure improvement
-- not just in results, but in the measures themselves.
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Measuring Results
There are Multiple Outcome Measures for every condition.

Survival
Recovery
Degree of recovery or health
Time to recovery or return to normal activities
Experience

Disutility of care or treatment process (e.g.,
complications, pain, adverse effects, diagnosis or
treatment errors), or utility of care (e.g., education).

Sustainability of recovery or health over time

Sustainability

Long-term consequences of therapy
(e.g., care-induced illnesses)
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"But, patients don't use outcome information
when it IS available!" The

point 1 S

A New York, CABG surgery
A Cystic fibrosis national comparisons

A Minnesota public outcome measures for diabetes

AAnd.. truly engaged patients take m
responsibility and choose less invasive, less expensive care.
(Throwing information on the web is not enough.)
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Setting the compass: Value-Based Health Care Delivery

1. Pursue value creating solutions for patients and families

2. Organize teams around medical conditions over the
full cycle of care

3. Measure Outcomes to drive learning and to communicate

4. Demonstrate Value to enable getting paid for truly good care.
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Value creation enables the opportunity to redesign
reimbursement in a win-win context.

Restructure care around patient circumstances:
-->Measure value improvements
-->Communicate demonstrated value
-->Transparency enables trust
-->Trust enables Partnerships, previously resisted..

Win-win
Share the gains.
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Health Care WILL change when you:

« Can no longer bear the rising costs,

» Will no longer bear the feeling of tyranny
(as a physician, nurse, caregiver, patient,
family member, employer ..),

» See others changing around you.
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Peabody Pays Mayo Clinic Prices

to Save on Health-Care Costs
By Aliza Marcus Sept. 26 (Bloomberg)

Source: http://www.bloomberqg.com/apps/news?pid=washingtonstory&sid=atHEjVNWVXow
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http://www.bloomberg.com/apps/news?pid=washingtonstory&sid=atHEjVNWVXow

—T he coal producer say:
unconventional way to cut health costs: Seek out
tthe nation’s best care ar

to use it. About two-thirds of operations have
proven to be cheaper at better-rated hospitals out
of state.l
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—Even i f ol got.a discount
bad care and it'll be more expensive in the long run."

"When | had it done locally, | missed 10 days of work
because of the pain and healing time. . . Not this time.
Local doctors think we're taking money out of their
pockets, but we're just trying to get the best care the first
time around."
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Few people really want average care.

Every clinic, hospital, health plan and
employer can take value-increasing steps.

Altruism Is not required.

| magl ne ...

a health care system that is
truly about health and care.
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Elizabeth Teisberg
Teisberge@virginia.edu
http://hbs.edu/rhc/
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