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Payment Reform Has Broad Support

o “Each agency shall develop . . . approaches that encourage 
and facilitate the provision and receipt of high‐quality 
and efficient health care. Such approaches may include 
pay‐for‐performance models of reimbursement.”

 
‐

Executive Order issued by President Bush, August 22, 
2006

o “We need to give doctors bonuses for good health 
outcomes –

 
so that we are not promoting just more 

treatment, but better care.”
 

‐ President Obama, June 15, 
2009, Speech to the American Medical Association

o CMS has stated its goal “to transform Medicare from a 
passive payer to an active purchaser of higher quality, 
more efficient health care.”
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Two Payment Reform Options
o

o

o e.g. Bridges to Excellence
o

o

o e.g. Prometheus Payment
o
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Behavioral Changes Sought

Bridges To Excellence:
o Focus on intermediate 

outcomes of patients
o Adopt better systems of care 

in practice
o Redirect some practice 

resources from optimizing 
volume to improving results

PROMETHEUS Payment
o Significantly reduce 

Potentially Avoidable 
Complications

o Manage total resources within 
a defined medical episode of 
care

o Coordinate care with all 
providers along the 
continuum of care that co‐
manage the patient
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Bridges to Excellence
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Physician Response is Key
o

o

o

o

o

o

9



Study of Physician P4P Response

o

o

o
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Probability of Individual Physician Recognition 
 –

 
Diabetes Care Link
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y = 7E‐05x + 0.0147
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Probability of Individual Physician Recognition 
 – Physician Office Link
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But let’s look at the group level . . . 
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y = 1E‐05x + 0.0225
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How many physicians are at each reward level?
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Predicting Physician Participation
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Optimizing Reward Level
o
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Main Points – P4P Participation
o

o

o
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PROMETHEUS Payment
o

o

o

o Age
o Sex
o Presence of chronic illnesses
o Health history

o
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Budgets Include an Allowance for 
 Potentially Avoidable Complications

o

o

o

o

o

19



Some Health Care Warranty Experimentation

o

o Cosmetic surgery
o Dentistry

o

o Dr. Lanny Johnson negotiated an episode case rate
o Dr. Johnson posted a bond to cover costs above the 
case rate
o Results:

o Costs for payer lower than fee‐for‐service
o Profit margins for providers increased
o Complications decreased

o
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How ECRs Are Calculated
o

o

o

o

o

o

o

Low‐Risk Patient Medium‐Risk Patient High‐Risk Patient

Base ECR $10,957 $43,915 $120,045
PAC Allowance $3,628 $8,502 $19,761
10% Margin $1,096 $4,392 $12,005
TOTAL ECR $15,681  $56,809  $151,811 
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Modeling the Impact of Episode Payment

o

o

o

o

o

o

o

o

o
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Model of a Primary Care Practice

o

o

o

o

o

o

o

o
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Individual Patients
o Each patient modeled as an individual
o Example

o Age: 60
o Gender: Female
o Risk Factors Present

o Medical
o Diabetes – IDDM, Uncontrolled
o Thyroid Disorders
o Ancillary, home health, transport
o DME, visual, hearing aids

o Pharmacy
o Insulin
o Other antidiabetics
o Other cardiovascular agents
o Statins, other anti‐lipid agents
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Payment Model
o

o

o

o

o

o
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Equation to Estimate PAC Rate
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Key Features of PAC Equation
o The max PAC rate is the current PAC rate, since 

physicians won’t get worse at avoiding PACs under a 
payment system that rewards them for reducing PACs.

o The minimum PAC rate is above zero –physicians cannot 
prevent every PAC.  

o The predicted PAC rate is a function of how much the 
physician invests in avoiding PACs.  This is a non‐linear 
relationship, with diminishing returns as the PAC rate 
approaches the lower limit.

o The PAC rate is adjusted based on the severity of the 
population.
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Summary of Model Components
o A population of 500 chronically ill patients
o A method to predict payment for each patient based on 

their risk profile:
 o Fee‐for‐service payment

o Prometheus ECR payment
o The difference between FFS and ECR is the “potential 
bonus”

o A method to predict the PAC rate and costs within the 
population as a function of the physician’s efforts to reduce 
the PAC rate.

o 1,000 iterations on Monte Carlo simulation, with physician 
PAC avoidance effort varying randomly
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Effect of Patient Severity
o

o
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Incentive for Providers to Invest in PAC 
 Reduction

o
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Limited Risk to Providers
o
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Resources
o Pay‐for‐Performance

o Rosenthal, et al., “Bridges to Excellence—Recognizing High‐
Quality Care: Analysis of Physician Quality and Resource 
Use”

 
Am J Manag Care, 2008;14ሺ10ሻ:670‐677

o de Brantes and D’Andrea, “Physicians Respond to Pay‐for‐
Performance Incentives: Larger Incentives Yield Greater 
Participation,”

 
Am J Manag Care, 2009;15ሺ5ሻ:305‐310

o Episode Payment
o de Brantes, et al., “Sustaining the Medical Home: How 
PROMETHEUS Payment®

 
Can Revitalize Primary Care,”

http://prometheuspayment.org.
o de Brantes, D’Andrea, and Rosenthal, “Should Health Care 
Come With A Warranty?,”

 
Health Affairs, 28, no. 4 ሺ2009ሻ: 

w678‐w687
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http://prometheuspayment.org/


Contact information:

François de Brantes, CEO, HCI3
francois.debrantes@hci3.org 
203‐270‐2906

Guy D’Andrea, President, Discern Consulting
gdandrea@discernconsulting.com
410‐542‐4470
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