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Health Reform Overview

The United States health system continues to evolve as dramatic, and in some cases, irreversible trends

change the system. These trends, or “influencers,” include both the dramatic changes contemplated in

various forms of Federal health reform legislation and in the broader marketplace. Together, legislative and

market forces will combine to reward entities that orient their strategies and operations to deliver value.

Health Reform Framework

CORE THEMES: Federalization, Risk Allocation, and Value Driven Integration

INFLUENCERS
Government

B Legislation
B Regulation
W Deficit spending

ECONOMIC:
B Health care spending
B Flow of capital

DEMOGRAPHIC:
l Aging
W National health

TECHNOLOGICAL:
M Standards
B EMR/HIE adoption

CONSUMERISM:
B Accountability
M Utilization

STRUCTURAL SHIFTS

Deficit-driven Reimbursement Pressure: expansion of coverage

without substantive improvement in system efficiency will worsen the budget outlook.

Federal Control of the Health Care System: rransfer of regulatory

authority from states to the federal government.

Economic Redistribution: wealth will transfer among health care segments,

individuals, families and businesses.

Payment Integrity and Transparency: the system will receive more
scrutiny for overpayment and fraud in government programs and transparency of financial
relationships between industry and providers.

Intensified Insurer Regulation: with or without a Public Option, health

plan autonomy and profitability is severely restricted.

Expansion/Shrinkage of Insurance Markets: three dominant and

distinct payer markets will emerge: large employers, exchanges and government.

Financial Risk Bearing and Distribution: riskwil gradually shift from

rate payers to tax payers and from insurers to providers

Bundled Pricing — Procedures, Conditions & Populations:
Fee-for-service payment will be converted to payment based on value (outcomes,
adherence to guidelines and care management).

9. Coordination of Care: cost pressures and payment incentives push providers to

better manage care in search of revenue across settings, patient profiles, and providers

10. Era of Care Extenders: new technologies and the search for cost relief will spur

innovations in care protocols, care locations and care methods.

11. Personalized Medicine/Value of Evidence: cenomic information
and comparative effectiveness results will yield more effective utilization of resources and
enhance treatment outcomes.

12. Adoption of Health IT: Emerging standards, continued subsidies and patient

expectations will motivate further adoption and use.
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Health Reform Influence Matrix
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Federal Health Reform Scenarios

Congressional Gridlock - Health reform falls apart
] Tainted bill pushes “Ds” away and “Rs” are happy to let it go
] Both parties fold tent and move on

Democratic Smaller, Cheaper, Incremental - Something over nothing
] “Ds”restart and abandon the most controversial measures
] Watch for health reform to be co-mingled with other legislative fixes

Senate (Most or All) - Proponents power foward
] Existing efforts lead to formal budget reconciliation process
[ House passes Senate bill

Leadership Compromise - Leaders constuct common ground approach
[ | Bill is scaled back
[ Both parties accept “something is better than nothing”

Bureaucratic End-run - Administration exercises existing authorities
] Application of waivers, rules and regulations, and budgetary powers
] Strategy is complemented by a legislative reconciliation approach
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