
Provider Payment Systems and Policy 
HCM 755 

2012-2013 Syllabus (Cohort 13) 
http://isites.harvard.edu/icb/icb.do?keyword=k81831 

 
Instructors: Jeff Levin-Scherz, MD MBA FACP   Troy Brennan, MD, JD, FACP 
Phone: Cell: 617 826 9402     Cell 401-651-3137 
 
Email:    jlevin@hsph.harvard.edu    troyenbrennan@gmail.com   
Office:    Office hours by appointment 
 
I. Course Description and Objectives: 
 
HCM 755 is a course taught in two parts; we will focus on the policy, operations and finance of 
provider payment, as well as the legal and contractual elements of provider payment.    
 
Policy, operations and finance:  
 
HCM 755 will evaluate multiple dimensions of health care cost and payment, with an emphasis on 
how payment systems influence provider organization, behavior and performance.  The focus of 
this course is the US health care system, although class members will do a project involving 
provider payment across multiple countries. Participants will review sources and uses of health care 
dollars, and examine how these have changed in recent years as well as further changes that are 
likely as a result of the 2010 health care reform law and associated regulations.   We will examine 
various stakeholder points of view on health care finance – and assess how health care finance can 
drive changes in health care delivery and can lead to different experiences and outcomes for both 
providers and patients.    
 
Legal and regulatory:   
 
The legal and regulatory sessions will cover the key legal issues with which the health care 
executive needs to be familiar.  The goal is to provide some sensitivity to the basic structure of the 
law, not to train the class as amateur lawyers.   If successful, the students will be in a position to 
ask their legal team reasonable questions, relating to the underlying rationality of the law. 
 
The two portions of this class lead to a single evaluation, and Troy and Jeff collaborate to assign 
grades for the course.  
 
II. Textbook 
There is no textbook for the policy element of this course; there are assigned readings for each 
class, and links are in this syllabus.  Students are required to read T.R. Reid The Healing of 
America: A Global Quest for Better, Cheaper, and Fairer Health Care  ISBN: 9781594202346 
for session 10 . The book is inexpensive and readily available; please order it in advance. 
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The textbook for the legal portion of this class is:  
Furrow, Greany, Johnson Jost and Schwartz Health Law: Cases, Materials and Problems, 6th 
Edition  (2008) 

 
III. Learning Objectives: 
 
The major objectives of the course: 

1. Examine different methods used to pay different types of providers; 
2. Examine the impact of payment methods on the behavior of providers, payers, purchasers 

and patients; 
3. Examine legal issues  in hospital administration, focusing to some extent on payer issues. 
4. Understand of how to assess and assign risk and accountability in payment arrangements 

between health plans and provider organizations;  
5. Develop skills in policy analysis and critical thinking   

 
Method of Evaluation Portion of Grade 
 
Response Papers 
Reaction to one session’s reading, with an emphasis on 
your point of view. These response papers should be 
submitted electronically to the drop box on the course 
web site before the class for which the readings are 
assigned.  Students are expected to do at least one of 
their response papers during the fall, and there will be no 
response paper opportunity the final weekend of the 
course.  These response papers cannot exceed 500 
words, approximately 2 typewritten pages. One response 
paper should be on a policy class, the other on a legal 
class.  

Two assigned, each 
worth 15% of grade 

 
Group Project 
Each group will complete a memo regarding its proposal 
to develop a funding and payment model for patient 
centered medical homes in a community.  The memo (not 
to exceed five pages plus footnotes and exhibits) is due 
on Sunday January 6, and the groups will give brief 
presentations on during class on Monday January 7.  
 
Note that all members of group receive the same grade 
for this assignment. It’s best to have a single group 
member present. 
 

25% 
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Individual Final Paper 
Each class member will produce a health policy brief on a 
topic of personal interest.  Topics are due in January, an 
outline (or rough draft) is due in March, and final papers 
are due on Friday, April 28.  Final papers cannot exceed 
12 pages excluding references and exhibits. 
 

25% 

Class Participation 
Please come prepared for vigorous discussion during 
class, informed by assigned readings and your clinical 
and managerial experience.  

20%  

 
IV.  Electronic Resources 
There are a number of electronic forums that you may find valuable through this 
course. Many of them send out regular emails with new content. Recommended sites include: 

o www.managinghealthcarecosts.blogspot.com  (Jeff’s Blog) 
o www.washingtonpost.com/blogs/ezra-klein (Wonkblog) 
o  www.kaiserhealthnews.org/ (Clipping service from Kaiser Family Foundation) 
o www.kff.org  (Kaiser Health Network) 
o  www.hschange.org  (Center for the Study of Health System Change, funded by 
o Robert Wood Johnson Foundation, does frequent updates regarding changes inthe cost of 

medical care.) 
o  www.cbo.gov  The Congressional Budget Office has done excellent work in analyzing 

potential impact of various interventions on health care cost. Keep in mind the CBO “lens” is 
impact on the federal deficit – not overall costs 

o  www.cmwf.org  The Commonwealth Foundation has produced reports of how the US (and 
each state) rate in terms of quality and affordability of health care 

o  www.healthleaders.com (Offers daily and weekly summaries of health care news) 
o  www.healthaffairs.org  (The premier health policy journal– many of its articles are published 

on the web and available to nonsubscribers for two weeks from publication. This journal is 
available electronically through the Countway Library) 

o  www.dartmouthatlas.org  (Offers electronic access to much data showing small 
o area variation in Medicare claims data.) 
o  www.ajmc.com  American Journal of Managed Care – full text is available 
o without subscription 
o  http://www.rwjf.org/healthreform/ : Robert Wood Johnson Foundation resource 
o on health care reform 
o http://healthpolicyandreform.nejm.org/ The New England Journal’s collection of articles and 

posts around health care policy and reform 
 

Some additional suggested blogs 
o Uwe Reinhardt in New York Times Economix 
http://economix.blogs.nytimes.com/author/uwe-e-reinhardt/  
o Jaan Siderov Disease Management Blog 
http://diseasemanagementcareblog.blogspot.com   
o Bob Laszewski Health Care Policy and Marketplace Review 
http://healthpolicyandmarket.blogspot.com/  
o Hastings Center Cost Blog 
http://www.thehastingscenter.org/HealthCareCostMonitor/Default.aspx  
o New York Times Health Care Reform Blog 
http://prescriptions.blogs.nytimes.com/  
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o WBUR “Commonhealth” (Boston National Public Radio affiliate) 
http://commonhealth.wbur.org/  
o Boston Globe Medical News Blog “White Coat Notes” 
http://www.boston.com/news/health/blog/ 
o Health Care Quality News (Jim Pfeffer and Jeanne Henson)  
http://www.hcqualitynews.com/ 
o The Incidental Economist 

www.incidentaleconomist.com  
 
Links to these sites and others can be found on the course website 
 
 
V. Description of Assignments:, 
Individual Assignments: Response Papers 

Each student is required to complete two response papers during the academic year. At least one 
of these should be in November or January, and both must be completed by the conclusion of the 
March weekend .   One should be related to readings for a policy class, and the other for readings 
related to a legal class.  The response paper should take a point of view on the reading material, 
and can incorporate additional source material, including your professional experience.   The 
response paper should be a “tight” essay, with a topic paragraph and a clear organization.  There is 
no need to summarize the readings themselves.  The response paper must be submitted via the 
appropriate “drop box” on the course website prior to the actual class session.   If you have any 
trouble submitting, email the completed response paper to jlevin@hsph.harvard.edu with HCM755 
in the subject line.  
 

Group Assignment:  Patient-Centered Medical Home 

Many commentators believe that a patient-centered medical home can help better integrate patient 
care, leading to decreased duplication, fewer errors, and diminished utilization of specialty care, 
diagnostics, emergency department care, and fewer inpatient stays.  Some advocates have 
suggested that patient centered medical homes can save substantial costs in the health care 
system,1 while others feel that it is likely to save few if any total dollars, even if patient centered 
medical homes increase quality2.   

Please self-assign to five groups of five students each.    Each group will use medical literature (and 
relevant professional experience) to create two different sets of financial projections. 

1) The group will design a patient-centered medical home, and create the zero-based budget 
required to implement this design for a 10 physician practice with a total of 20,000 enrolled 
patients.  All assumptions should be clearly outlined, including (but not limited to) staff costs,  
IT costs, real estate, and physician income.  Please specify what portion of these costs are 
new for the patient-centered medical home, and what portion of the costs are in the 
practice’s current expense base.   For this portion of the exercise, there is no need to 
consider where these dollars will come from.   Be sure to do a “reality check” by determining 
total cost per enrolled patient and total cost per practicing physician.   

I suggest you start with the Goroll reference to create this budget. (See Session 8) 

2) The group will next create a value proposition for a health plan which will sponsor the patient-
centered medical home.   Assume for this exercise that the practice cares for only patients 

                                                 
1
  Fields, et al – reference at Session 8 

2
  Siderov, et al  and Lewis-- reference at Session 8 
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on this health plan (which has a Medicare and Medicaid product, so assume a diverse 
practice population).  For the value proposition, you should first project medical claim or 
other savings, if any.   Use published or unpublished literature or experience, and be explicit 
about your assumptions.  Show clearly what areas of medical or other expense will diminish 
as a result of the implementation of patient centered medical home.   Use this estimate of 
costs by type of service (actuarial)  
(http://isites.harvard.edu/fs/docs/icb.topic970736.files/Actuarial%20data%20for%20commer
cial%20and%20Medicare%20populations.xls) 

3) Finally, compare the expense from Part One with projected medical claim cost savings from 
Part Two. Again, specify all of your assumptions for this portion of the exercise. 

Additional data about baseline utilization assumptions will posted on the course website.  
 
Deliverables:  

- Excel spreadsheet for Parts One, Two and Three of the exercise. Please format the 
spreadsheet so that it can be expeditiously printed.  

- List of all assumptions with reference to the referred excel cell.   This can be embedded in 
the excel document, or can be in an accompanying word document 

- Memo to the health plan SVP for Business Development with recommendations about 
funding the patient centered medical home.  This memo can be a maximum of five pages, 
although can be shorter.  

- Each group will offer a 5-10 minute presentation. Please have only a single presenter, and 
use no more than 4 PowerPoint slides (optional).  

 
Individual Assignment:  Health Policy Brief 

Each student will be required to submit a policy brief on an issue of personal and professional 
interest.  Students should write a serious policy analysis of an important issue leading to a 
recommendation for action.  There should be some relationship to provider payment – but this can 
be tangential.  It’s most important that the topic is meaningful to you, and that your research and 
synthesis is valuable to you professionally. Topics must be proposed to the instructors no later than 
January, an outline or rough draft of the paper is due in March, and the final paper is due on the last 
weekend of class.   Dr. Levin-Scherz will review briefs on policy; Dr. Brennan those on legal issues.  
See Schedule for exact due dates. All submissions are to the “drop box” on the course web site. 
 
Papers should be maximum 12 pages in length, exclusive of footnotes and supporting exhibits. 
 
VI. Readings: 
 
Readings for the legal portion of this course:  
 
Furrow, Greany, Johnson Jost and Schwartz Health Law: Cases, Materials and Problems, 6th Edition  
(2008).    
 
The key to reading the legal assignments in the class is to focus on the cases.  The extensive notes on the 
cases that follow each case are helpful for context, but can be overwhelming.  The cases themselves 
should be straightforward—they are written by the judges for the public to understand their reasoning. 
 
Readings for the policy portion of this course:  
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There is no textbook for the policy portion of this course. Readings are available as electronic links 
within this syllabus.  There is a single short trade paperback book required for Session 10 
(International Perspective.)   Students are urged to suggest additional supplemental material, which 
we can share with the class.  Most of the links are best accessed by hitting “control and click” on the 
hyperlink in this word document.  If that doesn’t work, try copying the supplied URL into your 
browser. Please let Jeff know if you feel a link is broken. 
 
A note on optional readings:  They are really optional.  If you’re deeply interested in a topic and 
have time, consider these articles.  However, don’t feel an obligation to read them, and not reading 
these articles will not hamper your ability to participate fully in class discussion. 
 
A note on in-depth readings:  These are resources that could be valuable if you are writing a paper 
on the topic.  In some cases, the in-depth readings are books you might want to put on your future 
reading list.   These are resources for you, and I don’t expect you to read these during the 
academic year. 
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VII. Class Sessions 
 

  

Sessio
n 
No. 

Day Date Title Assignment Due Response 
Paper 
Opportunit
y 

Pre-
class 

 August to 
September  

 - Complete pre-class 
survey at  
http://www.zoomerang.co
m/Survey/WEB22GEWH
55RMS 

No 

1. Friday September 
21 
8:30-10:20 

Course Orientation; 
Dimensions of Health 
Care Cost and 
stakeholder perspective 

 No 

2. Friday September 
21  
10:30-12:20 
 

Paying Systems of 
Care: Fee for service 
vs. Bundled Payment 
Paying Physicians: 
Salary vs. Productivity 

 Yes 

3 Saturday September 
22 
1:30-3:20 

 Tort and Malpractice,  Yes 

4. Saturday November 3 
1:30-3:20 
 

Hospital Liability  Yes  

5. Monday November 5 
1:30-3:20 
  

Behavioral Economics 
and Provider Payment  

 Yes 

6. Saturday January 5 
8:30-10:20 
  

Provider Contracting  Proposal for final paper 
due 

Yes 

7 Saturday January 5 
10:30-12:20 

Access to Care    

8. Monday January 7 
10:30-12:20 
  

Primary Care Reform: 
The role of payment 
change 

Group Exercise: Patient 
Centered Medical Home 
and 10 minute group 
presentation 
 

Yes 

9. Saturday March 2 
1:30-3:20 

Staff privileges and 
labor law 

 Yes  
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10.  Monday March  4 
8:30-10:20 

Provider Payment: 
International 
Perspective 

Outline for final paper due 
Be prepared to talk about 
your assigned country 

Yes 

11. Monday March 4 
10:30-12:20 

Episode Based 
Payment 
Guest: Francois de 
Brantes 

 Yes 

12. Friday May 3 
1:30-3:20 

Health Care Reform 
and Provider 
Payment 

Be prepared to represent 
your assigned stakeholder 
position 

No 

13. Saturday May 4 
8:30-10:20 

Antitrust  No 

14. Monday May 6  
8:30-10:20 

Future Payment 
Issues/Course 
Wrapup 

Final paper due No 
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Session 1 

 
Learning Objectives: 

1.  Review course logistics including academic requirements and suggested resources. 
2.  Define the key determinants of health care costs (deconstructing costs). 
3.  Evaluate rising health care costs in the US, and implications for public policy 
4.  Examine the points of view of various stakeholders, including patients, providers, health 

plans, employers, and government. 
 
Required Readings: 

1. MedPAC.  2011.  “National Health Care and Medicare Spending.”  
http://medpac.gov/chapters/Jun11DataBookSec1.pdf  
This is a chartbook of data only 

2. MedPAC 2011 “Context for Medicare Payment Policy” 
http://medpac.gov/chapters/Mar11_Ch01.pdf 

3. Aaron HJ, Ginsburg PB.  2009.  “Is Health Spending Excessive? If So, What Can We Do 
About It?” Health Affairs,2009; 28(5): 1260-1275.  http://content.healthaffairs.org.ezp-
prod1.hul.harvard.edu/cgi/reprint/28/5/1260 

4. Levin-Scherz J. 2010.  “What Drives Health Care Costs, and How to Fight Back” Harvard 
Business Review 2010 88:72-3. http://ezp-
prod1.hul.harvard.edu/login?url=http://search.ebscohost.com/login.aspx?direct=true&db=bth
&AN=48736761&site=ehost-live&scope=site. 
  

Optional Reading: 
1. Emanuel, E, Tanden, N, Alteman, S Armstrong, S, et al “A Systemic Approach to Containing Health 

Care Spending” New Engl J Med 2012;  http://www.nejm.org/doi/full/10.1056/NEJMsb1205901 
 
In Depth (For your interest – no expectation to prepare these for the class session) 
 

1. Cutler DM, Rosen AB, Vijan S. “The Value of Medical Spending in the United States, 1960 –
2000.” NEJM 2006; 355(9): 920-927.  http://www.nejm.org.ezp-
prod1.hul.harvard.edu/doi/pdf/10.1056/NEJMsa054744 
Concentrate on the abstract, methods and discussion and don’t focus too much on the 
econometrics 

 
 

Questions to consider for classroom discussion: 
- Why is health care so expensive in the US compared to other countries? 
- Who pays the cost of health care in the US? 
- Who gets their income from health care, and how would various suggestions for changing 

health care finance affect these different parties? 
- What are the obstacles to changing how health care is paid for? 

 
Session 2 

 
Learning Objectives: 

Friday September 21 
8:30-10:20 

Course Orientation; Dimensions of 
Health Care Cost and Stakeholder 
Perspective 

Friday September 21 
10:30-12:20 

Paying Systems: Fee for Service vs. Bundled 
Payment 
Paying Physicians: Salary vs. productivity 
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1. Review different means of structuring overall provider payment, ranging from fee for service 
to capitation 

2. Discuss the benefits and limitations to each payment methodology – and examine in which 
circumstances different approaches can be more effective 

3. Examine different means of paying physicians for professional services, and examine 
benefits and limitations of each 

4. Discuss physician reactions to compensation methodologies, and the role of physician 
leaders in implementing successful compensation programs. 

 
Required Readings: 

1.  Massachusetts Division of Health Care Finance and Policy, “Report on Bundled Payments” 
February, 2011. http://www.mass.gov/eohhs/docs/dhcfp/r/pubs/11/bundled-payments-report-02-
2011.pdf  
  The executive summary is available at 
http://www.mass.gov/eohhs/docs/dhcfp/r/pubs/11/bundled-payments-report-fact-sheet-02-2011.pdf  

2.  Mechanic, RE Altman SH “Payment Reform Options: Episode Payment is a Good Place to 
Start” Health Affairs 2009, 28: w262-271  http://content.healthaffairs.org.ezp-
prod1.hul.harvard.edu/content/28/2/w262.long 

3.  Goldsmith J.  2010. “Analyzing Shifts In Economic Risks To Providers In Proposed Payment 
And Delivery System Reforms” Health Affairs, 29:1299-1304. 
http://content.healthaffairs.org.ezp-prod1.hul.harvard.edu/cgi/content/full/29/7/1299 

4.  Robinson, JC "Theory and Practice in the Design of Physician Payment Incentives" Milbank 
Quarterly 2001: 79:149 http://onlinelibrary.wiley.com.ezp-
prod1.hul.harvard.edu/doi/10.1111/1468-0009.00202/pdf  This is a classic article in the field, 
and very often cited.  Some students find it a bit of a slog  - skimming is fine  .  

 
Optional Reading: 

1. Medicare Payment Advisory Commission.  2008.  Report to the Congress:  Reforming the 
Delivery System. (Washington: MedPAC, June).  Chapter 4, “A path to bundled payment 
around a hospitalization,” pp. 83-103.  http://www.medpac.gov/chapters/Jun08_Ch04.pdf 

2. Shafrin J.  2010. “Operating on commission: analyzing how physician financial incentives 
affect surgery rates” Health Economy.  May;19(5):562-80. Concentrate on the introduction, 
literature review and discussion, Sections 1,2 and 7. No need to concentrate on details of 
the regression analysis or economic formulas. http://onlinelibrary.wiley.com.ezp-
prod1.hul.harvard.edu/doi/10.1002/hec.1495/pdf 

3. Rosenthal MB, Frank RG, Buchanan JL, Epstein AM. 2002. Transmission of financial 
incentives to physicians by Intermediary organizations in California. Health Affairs 21(4): 
197–205. http://content.healthaffairs.org.ezp-prod1.hul.harvard.edu/cgi/content/full/21/4/197 

 
Questions to consider for class discussion: 

- What are the primary economic incentives in fee for service, and what outcomes would we 
expect from a predominately fee for service system? 

- What are the primary economic incentives in a capitated environment, and what outcomes 
would we expect from a capitated system? 

- Are different payment systems more appropriate in different circumstances? 
- What are the barriers to changing a compensation system, either for systems or for 

individual providers within a system? 
 
 
Session 3 

Saturday September 22 
1:30-3:20 

Tort and Malpractice  
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Reading:  
Furrow BR, et al. 2008. Health Law Cases, Materials and Problems, Pages 15-37. 
 
Students should understand how the civil law prompts better care through malpractice liability, 
which is a subset of the tort law.  The readings also introduce the student to the common law, as 
opposed to statutory law, and the special form of regulation it creates. Concentrate on the Berry 
Case, page 28 et seq. 
 
 
Session 4 

 
Reading:  
 
Furrow, Greany, Johnson Jost and Schwartz Health Law: Cases, Materials and Problems, 6th 
Edition  (2008).   Pages  437-505 
 
 
 
Hospital liability is part of the overall malpractice scheme, but it brings up quite unique issues, which 
must be understood by hospital administrators.   The nature of liability dictates certain 
organizational forms. 
  

Saturday November 5 
1:30-3:20 

Hospital Liability 
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Session 5 

 
Learning Objectives: 

1. Explain the precepts of behavioral economics, using examples from inside and outside 
health care 

2. Assess how these precepts help explain provider response to proposed and actual payment 
shifts 

3. Illustrate how health care planners can use behavioral economics concepts to design more 
effective payment and incentive systems 

 
Required Readings: 

 
1. Ariely D.  2009.  “The End of Rational Economics.”  Harvard Business Review July-August. 

http://ezp-
prod1.hul.harvard.edu/login?url=http://search.ebscohost.com/login.aspx?direct=true&db=bth
&AN=41998285&site=ehost-live&scope=site 

2. Glasziou PP, Buchanan, H, Del Mar, C, Doust J et al “When financial incentives do more good than 
harm: a Checklist” BMJ 2012;345:e5047  http://www.bmj.com.ezp-
prod1.hul.harvard.edu/content/345/bmj.e5047.pdf%2Bhtml 

3. Woolhandler, S, Ariely, D, Himmelstein, DU “Why pay for performance may be incompatible with 
quality improvement” BMJ 2012; 345:e5015 http://www.bmj.com.ezp-
prod1.hul.harvard.edu/content/345/bmj.e5015?view=long&pmid=22893567 

4. Ripley A.  2010. “Should Kids be Bribed to Do Well in School?” Time April 8. 
http://www.time.com/time/nation/article/0,8599,1978589,00.html  

5. Thaler R, Sunstein C.  2008.  “Designing Better Choices” Los Angeles Times, April 2. 
http://articles.latimes.com/2008/apr/02/opinion/oe-thalerandsunstein2 

6. Pitches D, Burls A, Fry-Smith A.  2003.  “Snakes Ladders and Spin” BMJ; 327: 1436-
1439.  http://www.bmj.com.ezp1.harvard.edu/cgi/content/full/327/7429/1436 

     
 
 
Optional Readings: 

1. Volpp, KG, Asch DA, Galvin R, Loewenstein, G “Redesigning Employee Health Incentives – 
Lessons from Behavioral Economics”  N Engl J Med 2011; 365:388  
http://www.nejm.org/doi/full/10.1056/NEJMp1105966 

2. Lowenstein G, John L, Volpp K. 2010.  “Using Decision Errors to Help People Help Themselves.” 
Rotman Magazine, Winter. p58-63 HBR # ROT103. Awaiting URL for this through HU Library  

3. Frank RG.  2004.  “Behavioral Economics and Health Economics.”  National Bureau of 
Economic Research.  Available at http://www.nber.org/papers/w10881 (Note use your 
harvard.edu email address and it will be emailed to you. This is long.) 

4. Jain SH, Cassel CK.  2010.  “Societal Perceptions of Physicians: Knights, Knaves or Pawns” 
JAMA 304: 1009-1010.  http://jama.ama-assn.org.ezp-
prod1.hul.harvard.edu/cgi/reprint/304/9/1009 

5. Kohn A.  1993.  “Why Incentive Plans Cannot Work” Harvard Business Review. September-
October. HBR # 93506.  http://ezp-
prod1.hul.harvard.edu/login?url=http://search.ebscohost.com/login.aspx?direct=true&db=bth
&AN=9312031646&site=ehost-live&scope=site  

6. Kohn A, et al.  1993.  “Rethinking Rewards” Harvard Business Review. November-
December. HBR # 93610.  (Responses to Kohn’s article. Note irony in response by Dennis 
Kozlowski, the since-disgraced ex-CEO of Tyco).  http://ezp-

Monday November  5 
1:30-3:20 

Behavioral Economics and 
Provider Payment 
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prod1.hul.harvard.edu/login?url=http://search.ebscohost.com/login.aspx?direct=true&db=bth
&AN=9402241874&site=ehost-live&scope=site 

 
In Depth: 

1. Poundstone W.  2010.  Priceless: The Myth of Fair Value.  Hill and Wang. 
2. Thaler R, Sunstein C. 2009.  Nudge: Improving Decisions About Health, Wealth and 

Happiness. Penguin. 
3. Blog: http://nudges.org/ 
4. Pink, D 2011 Drive: The Surprising Truth About What Motivates Us  Penguin, 2009 

 
Questions to consider for class discussion: 

- Do penalties or rewards motivate people more? 
- What type of reward will be most likely to motivate a patient or a physician? 
- Is “choice” always good? (When is choice bad?) 
- What is libertarian paternalism? 
- What is choice architecture? 

  



HCM 755 – Provider Payment Systems and Policy 

 14

 
Session 6 

 
Learning Objectives: 

1. Define the basic elements of contracts between health plans and provider organizations 
2. Illustrate how contracts can incorporate elements of quality and cost-effectiveness 
3. Discuss issues of negotiating leverage, and how this impacts the likely outcomes of 
contractual negotiations  

 
Required Readings: 

1. Burns, J “What Can Be Done to Counteract the Growing Power of Providers? Managed 
Care Magazine, July, 2011  
http://managedcaremag.com/archives/1107/1107.marketpower.html  

2. Ginsburg, PB “Wide Variation in Hospital and Physician Payment Rates Evidence of 
Provider Market Power.” Center for Study of Health System Change 2010  
http://www.hschange.com/CONTENT/1162/  .   

3. Tufts Health Plan - Partners Health Care Case Study 
http://isites.harvard.edu/fs/docs/icb.topic970736.files/Tufts-
%20Partners%202000%20Case%20for%20HCM%20755%202012.pdf  
Optional Readings: 

1. Robinson JC , Shortell, SM, Casalino LP , Rundall, T “The Alignment and Blending of Physician 
Incentives within Physician Organizations” Health Serv Res. 2004 October; 39(5): 1589–1606.  
http://www.ncbi.nlm.nih.gov.ezp-prod1.hul.harvard.edu/pmc/articles/PMC1361085  

2. Shen, J et al “The Effects of Payment Method on Clinical Decision-Making: Physician Responses to 
Clinical Scenarios” Med Care. 2004 Mar;42(3):297-302 
http://ezp1.harvard.edu/login?url=http://ovidsp.ovid.com/ovidweb.cgi?T=JS&CSC=Y&NEWS=N&PA
GE=fulltext&AN=00005650-200403000-00013&LSLINK=80&D=ovft  

3. Town R, Feldman, R and Kralewski J “Market Power and Contract Form: Evidence from Physician 
Group Practices” Int J Health Care Finance Econ (2011) 11:115–132 
http://www.springerlink.com.ezp-prod1.hul.harvard.edu/content/47664wu002081766/fulltext.pdf   
Look at the abstract and discussion – no need to focus on the econ formulas and details 

 
Class Exercise:  

 We will review publicly available information about the Tufts Health Plan – Partners Health 
Care contractual negotiations in 2000.  Members of the class will role-play different 
stakeholders.  Additional material will be posted on the course website.  
 
Stakeholder Roles:  

1) Tufts Health Plan senior management  (Abbas -Bold) 
2) Partners HealthCare System/Partners Community HealthCare, Inc senior management  

(Cheema-Everett) 
3) Massachusetts Attorney General (Fuentes-James) 
4) Employers (Kaur - Partin) 
5) Patient advocate (Shah-Weiss) 

Saturday January 5 
8:30-10:20 

Health Plan Provider Contracting  



HCM 755 – Provider Payment Systems and Policy 

 15

Questions to consider for class discussion 
- What do health plans want to purchase from providers, and what do providers want to sell to 

health plans? 
- Under what circumstances is a provider organization likely to terminate a health plan 

contract? 
- Under what circumstances is health plan likely to terminate a provider contract? 
- What impact do high deductible health plans and  increased member cost sharing  have on 

contractual leverage? 
 

 
Session 7 

 
Reading:  
 
 
Furrow, Greany, Johnson Jost and Schwartz Health Law: Cases, Materials and Problems, 6th 
Edition  (2008).   Pages  596-636 
 
 
The law only poorly prompts better access to care.   We will see how the right to health care is 
rather attenuated, and only by weaving together certain aspects of statutory and common law can 
we make ways that people can demand treatment.  We will discuss to some extent the PPACA, 
which goes well beyond the traditional efforts to provoke access. 
 

Saturday January 5 
10:20-12:30 

Access to Care 
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Session 8 

 
Learning Objectives: 

1. Discuss the role of primary care in the US health care system  
2. Review the current state of primary care practice in the United States, including a root cause 

analysis of the current “crisis” in primary care 
3. Critically examine key proposals to reinvigorate primary care  
4. Evaluate the financial case for patient centered medical homes 

 
Required Readings:  

1. American College of Physicians.  2006.  “The Impending Collapse of Primary Care Medicine 
and Its Implications for the State of the Nation’s Health Care.”  January 30. 
http://www.acponline.org/advocacy/events/state_of_healthcare/statehc06_1.pdf 

2. Goroll AH, et al.  2007.  “Fundamental Reform of Payment for Adult Primary Care: 
Comprehensive Payment for Comprehensive Care.” Journal of General Internal Medicine, 
22: 410–415.  http://www.ncbi.nlm.nih.gov.ezp-
prod1.hul.harvard.edu/pmc/articles/PMC1824766  

3. Landon BE, et al.  2010.  “Prospects For Rebuilding Primary Care Using The Patient-
Centered Medical Home.” Health Affairs, May; 29(5): 827-834.  
http://content.healthaffairs.org.ezp-prod1.hul.harvard.edu/cgi/reprint/29/5/827  

4. Fields D, Leshen E, Patel K.  2010.  “Driving Quality Gains And Cost Savings Through 
Adoption Of Medical Homes” Health Affairs, May 2010; 29(5): 819-826 
http://content.healthaffairs.org.ezp-prod1.hul.harvard.edu/cgi/content/full/29/5/819  

5. Lewis, A “Questioning the Widely Publicized Savings Reported for North Carolina Medicaid” Amer J 
Man Care 2012;  http://www.ajmc.com/articles/Questioning-the-Widely-Publicized-Savings-
Reported-for-North-Carolina-Medicaid 

6.   
 
Optional Reading: 

1. ThedaCare Center for Health Care Value, “The Ambulatory ICU” 
http://www.createhealthcarevalue.com/resources/case-studies/ambulatory_icu/ 

2. Kilo DM, Wasson JH.  2010.  “Practice Redesign And The Patient-Centered Medical Home: 
History, Promises, And Challenges.”  Health Affairs.  May; 29(5): 773-778. 
http://content.healthaffairs.org.ezp-prod1.hul.harvard.edu/cgi/content/full/29/5/773 

3. Sidorov JE.  2008. “The Patient-Centered Medical Home For Chronic Illness: Is It Ready For 
Prime Time?” Health Affairs, September/October; 27(5): 1231-1234. 
http://content.healthaffairs.org.ezp-prod1.hul.harvard.edu/cgi/content/full/27/5/1231  

4. Berenson , RA Rich EC “ US approaches to physician payment: the deconstruction of 
primary care” J Gen Intern Med. 2010 Jun;25(6):613-8.  http://www.ncbi.nlm.nih.gov.ezp-
prod1.hul.harvard.edu/pmc/articles/PMC2869428 

 
Note Midterm Group Project is Described at the Beginning of the Syllabus 
 
Class Exercise: 
 

Each group will present its proposal to develop a funding and payment model for patient 
centered medical homes in a community. 
 

In Depth 

Monday January 7 
8:30-10:20 

Primary Care Reform: The Role of 
Payment Change 
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http://www.pcpcc.net/ 
http://medicalhomeinfo.org/ 
 

Questions to consider for class discussion: 
- Why are so few medical students choosing primary care as a career? 
- How much of what primary care physicians currently do can be done by nonphysicians? 
- What are the barriers to implementing patient-centered medical homes? 
- What is the ideal practice to convert to a patient-centered medical home? 
- Is it likely that patient-centered medical homes will raise quality?   Is it likely that they will 

lower overall cost? 
 
 
 
 
 
 
 
Session 9 

 
Reading:  
Furrow, Greany, Johnson Jost and Schwartz Health Law: Cases, Materials and Problems, 6th 
Edition  (2008).   Pages 850-899 
 
Anyone interested in administration should have a working understanding of the architecture of the 
hospital and the medical staff from a legal viewpoint.  As well, the outlines of labor law are important 
to hospital administration.   These areas are generally unrelated in terms of the sources of legal 
authority, but their effect on operation of the hospital can be quite similar   

Saturday March 2 
1:30-3:20 

Staff Privileges and Labor Law 
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Session 10 

 
Learning Objectives: 

1. Examine how other countries pay their physicians and hospitals. 
2. Evaluate likely reasons for differences in payment methodologies among different health 

care systems 
3. Review the different outcomes achieved by different payment approaches.  
4. Identify opportunities for the United States to incorporate lessons from the experiences 

of other countries, and obstacles to adoption of international lessons in the US.  
 
Required Readings: 

1. Reid TR.  2009.  The Healing of America: A Global Quest for Better, Cheaper, and Fairer 
Health Care.  Penguin, New York (Paperback, 277 pages, $12). 

This book is a quick and enjoyable read.  If you’re absolutely not able to read this, you can 
watch the PBS special adapted from the book.  It is available at 
http://www.pbs.org/wgbh/pages/frontline/sickaroundtheworld/view/.  The Frontline special is also 
available streamed from Netflix as of September, 2012  
http://movies.netflix.com/WiMovie/Frontline_Sick_Around_the_World/70098734?trkid=2361637  
The book covers 9 countries, while the Frontline show covers only five (UK, Japan, Germany, 
Taiwan and Switzerland).   

 
Class Exercise: 

Identify how your selected country collects revenue to spend on health care, how it pools 
that money, how health care is purchased, and how it is provided 
 
For example:  
United Kingdom:   

Revenue: General Tax Revenue 
Pooling: Across entire country 
Purchase: Government agency 
Provision: Hospitals: government agency; physicians: private practice.  

See http://www.who.int/whr/2000/en/whr00_en.pdf for details about this approach 
 

Note that country assignments are posted on the course website 
 

 
Optional Readings: 

1. Davis K, Schoen C, Stremikis, K.  2010.  “Mirror, Mirror on the Wall: How the Performance of 
the U.S. Health Care System Compares Internationally.” The Commonwealth Fund. 
http://www.commonwealthfund.org/~/media/Files/Publications/Fund%20Report/2010/Jun/14
00_Davis_Mirror_Mirror_on_the_wall_2010.pdf 

2. American College of Physicians. 2008.  “Achieving a High-Performance Health Care System 
with Universal Access:  What the United States Can Learn from Other Countries.” Annals of 
Internal Medicine; 2008; 148: 55-75. http://www.annals.org.ezp-
prod1.hul.harvard.edu/cgi/content/full/148/1/55 

 
 
Questions to consider for class discussion: 

-      Why are costs higher in the United States than in other developed countries? 

Monday  March 4 
8:30 - 10:20 

Provider Payment: International 
Perspective 
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- What approaches to health care organization in other developed countries might be applied 
in the United States? What approaches would be unlikely to work in the United States? 

- What approaches used in the US might be effective in other countries? 
- What is the relative “out of pocket” financial responsibility in the US with that in other 

developed nations? 
- How is culture reflected in the way health care is organized? 
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Session 11 

 
Learning Objectives: 
1. Discuss the incentive misalignment in fee for service medical claims payments, and review 

alternatives 
2. Examine the opportunities and the challenges of episode-based payment 
3. Discuss the federal effort under the Affordable Care Act to pilot episode based payment in 

Medicare 
4. Review the experience of Prometheus Payment, Inc – which provides tools to employers and 

health plans to implement evidence-informed episode case rates 
 
Required Readings: 
1. Mechanic, R “  Opportunities and Challenges for Evidence Based Payment” N Engl J Med 2011 

364, published on line August 24, 2011 http://healthpolicyandreform.nejm.org/?p=15208 
2. Ginsburg, PB ““Spending to Save — ACOs and the Medicare Shared Savings Program” N Engl 

J Med 2011: 364, 2085  http://healthpolicyandreform.nejm.org/?p=14537   
3. Antos, J et al “Bending the Curve Through Health Reform Implementation” Brookings Institution, 

2010 
http://www.brookings.edu/~/media/Files/rc/reports/2010/10_btc_II/FINAL%20Bending%20the%2
0Curve%20102010.pdf 

4. de Brantes, F, D’Andrea, G, Rosenthal MB “Should Health Care Come With A Warranty?”  
Health Aff 2009 28:4w678-w687  http://content.healthaffairs.org.ezp-
prod1.hul.harvard.edu/content/28/4/w678.full 

 
Optional Readings 
1. de Brantes, F , Rosenthal MB , and Painter M “Building a Bridge from Fragmentation to Accountability — 

The Prometheus Payment Model”   N Engl J Med 2009; 361:1033-1036 http://www.nejm.org.ezp-
prod1.hul.harvard.edu/doi/full/10.1056/NEJMp0906121 

2. de Brantes, F,    Rastogi, A,  Painter, M  “Reducing Potentially Avoidable Complications in Patients with 
Chronic Diseases: The Prometheus Payment Approach”  Health Services Research 2010, 45:1845-
1872 http://onlinelibrary.wiley.com.ezp-prod1.hul.harvard.edu/doi/10.1111/j.1475-
6773.2010.01136.x/pdf 

 
In Depth Reading 
1. Prometheus Payment Pilot Assessment and Implementation Toolkit, Robert Wood Johnson 

Foundation, 2011 http://www.rwjf.org/files/research/71868.pdf 
 
Questions to consider for class discussion: 

1. Discuss your own experience as a practitioner or a physician leader with episode or bundled 
payments 

2. What are the organizational and other characteristics that determine if a practice is ready to 
assume financial risk through an episode based payment system? 

3. Is episode based payment only appropriate for procedures, or can it be used for chronic care 
as well? 

4. What are some of the potential unintended consequences of moving to evidence based 
payment?  

5. What are the implications of having episode groupers and methodologies in the public 
domain? 

Monday  March 4 
10:30-12:20 

Case Studies in Payment Reform: 
Episode Based Payment 
Guest Speaker: Francois de Brantes 
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Guest Speaker Bio: 
 
As Executive Director of HCI3, Francois de Brantes is the Executive Director of HCI3 (Health Care 
Incentive Improvement Institute), where he is responsible for setting and implementing the strategy of the 
organization. This includes supervising the implementations of Bridges To Excellence and PROMETHEUS 
Payment pilots, leading the development of new programs, and designing incentive efforts for employers, 
health plans and provider organizations. 

Previously, Mr. de Brantes was the Program Leader for various healthcare initiatives at GE Corporate 
Health Care Programs, responsible for developing the conceptual framework and the implementation of 
GE's Active Consumer strategy.  

Mr. de Brantes attended the University of Paris IX - Dauphine where he earned a MS in Economics and 
Finance. After completing his military service as a platoon leader in a Light Cavalry Regiment, he attended 
the Tuck School of Business Administration at Dartmouth College, where he graduated with an MBA. 
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Session 12 

 
Learning Objectives: 

1. Examine the impact of the Patient Protection and Affordable Care Act (March, 2010) on 
provider payment 

2. Review the impact of the health care reform bill and associated regulations on different 
stakeholders, and discuss likely provider reactions to various provisions of the bill 

3. Predict how health care reform will affect the organization and the delivery of health care in 
the US over the next decade. 
 

Required Readings: 
1. Ario,J, Jacobs, LR “In the Wake of The Supreme Court Decision, Many Stakeholders Still 

Support the Affordable Care Act”  Health Aff 2012; 31:1855 
http://content.healthaffairs.org.ezp-prod1.hul.harvard.edu/content/31/8/1855.full   

2. Kaiser Family Foundation.  2010. “Summary of New Health Reform Law (Summary and 
Implementation Timeline)” June. http://www.kff.org/healthreform/upload/8061.pdf 

3. Clark RW, Keckley PH, Kraus S. 2010. “Good Medicine or a Bitter Pill?  Implications of 
health care reform for businesses in America” Deloitte Review. 
http://www.deloitte.com/assets/Dcom-
UnitedStates/Local%20Assets/Documents/Deloitte%20Review/Deloitte%20Review%20-
%20Summer%202010/us_DeloitteReview_GoodMedicineOrABitterPill_HCRAmerica_0710.
pdf 

4. Laugesen MJ “ Civilized Medicine: Physicians and Health Care Reform”  Journal of Health 
Politics Policy and Law, June 2011; 36: 507 - 512. http://jhppl.dukejournals.org.ezp-
prod1.hul.harvard.edu/cgi/reprint/36/3/507 

5. Singhai, S, Stueland, J, Ungerman, S “How US Health Care Reform will affect employee benefits” 

McKinsey and Company, June 2011 

https://www.mckinseyquarterly.com/Health_Care/Strategy_Analysis/How_US_health_care_reform

_will_affect_employee_benefits 
 

 
 
 Optional Readings: 

1. Berenson RA, Zuckerman S.  2010.  “How Will Hospitals Be Affected by Health Care 
Reform” and “How Will Physicians Be Affected by Health Care Reform” Robert Wood 
Johnson Foundation, July 2010. http://www.rwjf.org/healthpolicy/product.jsp?id=66028 

2. Guterman S, Davis K, Schoen C, Stermikis K.  2009.  “Reforming Provider Payment: 
Essential Building Block for Health Reform.” The Commonwealth Fund.  Complete Report. 
http://www.commonwealthfund.org/~/media/Files/Publications/Fund%20Report/2009/Mar/12
48_Guterman_reforming_provider_payment_essential_building_block_FINAL.pdf  

Saturday May 5 
8:30-10:20 

Health Care Reform and Provider 
Payment 
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Class Exercise: 
 
You will be assigned to one of the following stakeholder groups The stakeholder groups are: 

- Patients .  (Abbas - Bernstein) 
- Primary care physicians (Bold-Dacey) 
- Specialist physicians (Dobbs--Galloway) 
- Hospital administrators (Gilbert-Kaur) 
- Health plan executives (Lankhani-Olberholzer) 
- State government officials (Partin - Silverberg) 
- Pharmaceutical executives (Stein-Weiss) 

 
Be prepared to discuss the following issues during class.  

�What are the likely payment changes and economic changes that will arise from health care 
reform? 
���� How will your stakeholder group likely respond to these payment and economic changes? 
���� How do you predict health care delivery will change as a result of the altered health care 
economic landscape? 
���� What regulatory and legislative recommendations will you make through your lobbyist for 
improvements to the Affordable Care Act?  

There is no deliverable to turn in for this exercise.  
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Session 13 

 
Reading: 
  
Furrow, Greany, Johnson Jost and Schwartz Health Law: Cases, Materials and Problems, 6th 
Edition  (2008).   Pages  1126-1184 
 
 
Physicians and hospital are chronic price fixers and monopolists from an antitrust perspective.  
While enforcement has been rather lax, someone interested in hospitals and health care should 
understand why antitrust law exists and how it applies to health care institutions.  

Saturday May 5 
10:30-12:20 

Antitrust 
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Session 14 

 
Learning Objectives: 

1. Examine recent advances in genomics, technology and business process that are being 
applied in health care delivery. 

2. Describe potential impacts of globalization and new communication technology on health 
care economics. 

3. Review precepts of disruptive innovation, using examples within and outside of health care 
4. Evaluate the economic impact of these advances on stakeholders, and the likely impact of 

technologic innovation on health care cost and provider payment 
5. Review learnings from the course, and complete formal course evaluation. 

 
Required Readings: 

1. Hwang J, Christensen CM.  2008.  “Disruptive Innovation In Health Care Delivery: A 
Framework For Business-Model Innovation.” Health Affairs.  September/October; 27(5): 
1329-1335. http://content.healthaffairs.org.ezp-
prod1.hul.harvard.edu/cgi/content/full/27/5/1329  

2. Robinson JC, Smith MD. 2008. “Cost-Reducing Innovation In Health Care” Health Affairs. 
September/October; 27(5): 1353-1356. http://content.healthaffairs.org.ezp-
prod1.hul.harvard.edu/cgi/content/full/27/5/1353 

3. Berenson A, Abelson R.  2008.  “Weighing the Costs of a CT Scan’s Look Inside the Heart.” 
New York Times. June 29.  http://www.nytimes.com/2008/06/29/business/29scan.html 

4. Carlson RJ.  2008. “Preemptive Public Policy for Genomics.”  Journal of Health Politics 
Policy and Law; 33(1): 39-51.  http://jhppl.dukejournals.org.ezp-
prod1.hul.harvard.edu/cgi/reprint/33/1/39?view=long&pmid=18252856 

 
Optional Readings: 

1. Christensen CM, Bohmer R, Kenagy J.  2000.  “Will Disruptive Innovations Cure Health 
Care?”  Harvard Business Review.  Sep/Oct2000;  78(5). http://ezp-
prod1.hul.harvard.edu/login?url=http://search.ebscohost.com/login.aspx?direct=true&db=bth
&AN=3521277&site=ehost-live&scope=site 

2. Speigel, AM, Hawkins M “’Personalized Medicine’ to Identify Genetic Risks for Type 2 
Diabetes and Focus Prevention: Can It Fulfill its Promise?   Health Aff 2012;31:43   
http://content.healthaffairs.org.ezp-prod1.hul.harvard.edu/content/31/1/43.full?sid=560af601-
be1a-4fac-94ca-6545b417cbe6 

 

In Depth: 
1. Christensen C, Grossman J, Hwang J.  2008.  The Innovator’s Prescription: A Disruptive 

Solution for Health Care. McGraw Hill, New York.   
2. Porter M, Teisberg EO.  2006.  Redefining Health Care: Creating Value-Based Competition 

Based on Results.  Harvard Business Press, Cambridge, MA. 
 
Questions to consider for class discussion: 

- Why is health care not a fertile ground for “disruptive innovation?” 
- In many other fields, costs decrease over time while quality increases.  Why does this not 

seem to be true of health care 
- How has health care changed over the last 40 years?  How has health care finance 

changed over the last 40 years? 
- What is the role of provider payment in fostering innovation and value? 
- What is the role of physician executives in fostering innovation and value? 

Monday  May 7 
8:30-10:20 

Future Payment Issues/Course 
Wrapup 
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We value your feedback.  Please be sure to complete the HSPH course survey, and keep in touch 
after you graduate! 
 
 


