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Construction of the Physician Performance Model under
Case Payment and its Application on Clinical Pathway
Variance Control
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Since the introduction of the “case payment reimbursement system” under the
National Health Insurance program in Taiwan, clinical pathways have been gradually
employed by most Taiwan hospitals as a tool for cost controlling. However, the
variance of clinical pathways appears frequently. It is thus a subject for study to
develop an effective tool for patient-centered variance control of clinical pathways.
This study aims to contruct the best physician performance rewarding (physician fee)
model under the case payment reimbursement systems and establishes its
application on clinical pathways variance control.

To achieve the purpose of budgetary control, we design the three figures, minimal



fee, optimal fee, and maximal fee, to monitor the effectiveness of clinical pathways.
The minimal fee is essential to maintain the quality of health care, the optimal fee is
the budget, and the maximal fee is a ceiling to prevent loss. Costs between the
minimal fee and the optimal fee may be regarded as an investmnet in increasing
patients’ satisfaction with the medical care offered. On the contrary those between
the optimal fee and the maximal fee are not significant expenditure to both hospital
and physicians because the corresponding marginal utility of patients is too low.
The traditional measurement of physician performance, as a standard of rewarding,
is based on the services provided by the physicians. However, under the case
payment system, the payment hospital received is a fixed amount per case. It
follows that hence the hospital will suffer losses provided that the medical costs are
larger than the outliers. We use the two terms, technique performance and
management performance, to refer to the traditional physician performace and the
efforts made by the physician at case managemnet, respectively. To achieve
technique performance, it spends resources of the hospital. But management
performance purely makes a profit. In our best physician performance rewarding
model, the profits due to management performance are shared between the
hospital and the physician.

In light of technique performance and management performance, we construct the
best physician performance rewarding model to generate the variance control
guidelines of clinical pathways to remind the physicians of controlling costs, within
the tolerable variance of clinical pathways, among minimal fee, optimal fee, and
maximal fee. The emprical evidence of our study shows that the intervention do
provide incentives for the physician, as a budget holder, to be cost-conscious. In
each DRG category, both maximal medical cost and occurrences of excesses of
medical cost over outliers take drops. The minimal medical cost, due to the
investment area, grows to approach the optimal fee. In the meanwhile, the average
medical costs also indicate profits rather than losses. These reveal we are moving

towards a hospital, physicians, and patients’ all-win medical environment.



