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You’ve got to be very careful if you don’t know 

where you are going…

because you may not get there.

Y.B.  (circa 1975)
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Purpose: Review These Concepts

� Change will occur: Driven by economics
� Cost

� Utilization

� New health care models will emerge: 
Accountable care type organizations likely

� How this impacts Health System XYZ is 
uncertain

� Clinical integration needed whatever the 
model
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Health Innovation Zone

Likely to occur even now.

Proposal includes:
1. Bundling payments
2. Medical homes
3. Accountable care 

organizations
4. Physician/hospital integration

Goal is to demonstrate that 
coordination of the full spectrum 
of care for a defined population 
under multiple payment systems 
would improve quality while 
controlling costs.

Congress as H.R.3664
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Integrated Delivery Systems

Key points:
� Payment reform will 

occur.
� Multi-specialty 

integration of physicians 
combined with hospitals 
to form new 
“accountable” systems of 
care will occur.

� Advances in clinical 
information technology 
will provide a practical 
integration tool.
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This is why change will occur

Whatever the payment reform, Health Systems will need to be prepared.

Health care reform advocates recognize the need to
reduce the cost of health care from its forecasted 6.2
percent compounded annual growth rate to contribute 
to economic recovery. A major focus area has been 
the high incidence of Medicare enrollee readmissions 
after hospital discharge: A recent New England 
Journal of Medicine article concluded these avoidable 
costs were more than $17 billion annually.
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Other Causes of Why Change Are Likely to Occur

� High variability of care regionally

� Most care is not evidence based 

� Efficient care does not appear to be the 

primary goal in most places

� High variability of cost regionally 

� The high variability in outcomes seems 

independent of costs

8
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Advisory Board Company Report

� Fundamental payment changes

� Transparency

� Transitions of care

� Emphasis on chronic diseases

� Population medicine

� Increased importance of Information Systems

� Improved end of life care

� Advent of a new healthcare model

Even without reform these changes are likely to occur.
– Chas Roades
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Baucus Plan – Senate Committee 
Recommendations include:

� Delivery system reforms: Hospital 

readmissions

� Care transition programs

� Pilot program on payment bundling

� Value-based purchasing 

� Accountable care organizations

� Workforce: Graduate medical education

� Comparative effectiveness/quality
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Concept of Disruptive Innovation

� Based on a book entitled 

� THE INNOVATOR’S PRESCRIPTION

� Authors:   Clayton Christensen

Jerome Grossman

Jason Hwang

� Subtitled: A Disruptive Solution for Health Care
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Daily Disruptors 

� Mobile Phone

� Internet Access/Information Exchange

� Green Technology
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Message of The Innovation Prescription

� Example 1:  Computer Technology - EMR

� Example 2:  Cardiac Surgery/Angioplasty

� Example 3:  Current Hospital Care – Home 
Monitoring

Be ready for change – even if you are at the 
top of your game
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What Is Needed?

� A model that can combine acute care with chronic 
care.

� One with seamless transitions of care.

� One that “cares for patients” even when they are 
not ill.

The Innovation Prescription
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� Care for people/families throughout their entire lives

� Ability to provide various types of care besides 
hospital and clinic care:

� Patient-centered medical home

� Network of specialty and subspecialty care

� Mental health capabilities

� Rehabilitation facilities

� Physical therapy/speech therapy 

� Patient education

� Wellness programs

� Home health

� Hospice

What Should The ACO Model Include?



Birth Death

Physician Office Visits Hospitalizations

Childhood Young Adult Middle Age Senior Years
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“It’s about the System of Care”

Bottom line of analysis of Ian Morrison

� Not about individual quality of the doctors

� Not about the individual quality of the nurses

� Not about the buildings

November  4, 2009
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Two Curves Concept

� Ian Morrison book “The Second Curve-
Managing the Velocity of Change”

� Describes 2 time frames or “curves”

� Timeframe – present, core business

� Timeframe – future, where growth is likely 

� Challenge = when to move your business plan 
to the 2nd curve?

The First Curve

The Second Curve

Now

Future

Poised to Make the Jump

Distinct Shift In the 
Healthcare Model –
Sooner or Later???
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Now

Y

Transition

Z

Future

Blended Payments of:
1. Fee for service
2. Bundled payments

Completed change:
1. Bundled payments
2. Accountable Care     

Organizations (ACO’s)

Fee for Service

Payments and Moving to the 2nd Curve

Outpatient 
Pre-

Hospitalization

Outpatient Post-
Hospitalization

Hospitalization

Outmigration: Where Healthcare is Now
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Medical Home

� Importance of primary care doctor

� Quarterback/point guard/mother hen/father rooster

� Proactive Care – Not reactive care like present

� Continuous Care:  Firefighters/police

� Information/communication vital
� Human to human

� Power of information technology

� PCP led care team:  Behavioral health, nutrition, wellness programs -
Health Zone (80/20 rule)

� Goal to eliminate gap failures as patient is cared for in the multiple 
components of the health system



Getting better

•Most of the improvements in health 
care are not produced by the discovery 
of new drugs or technologies, but 
rather, the everyday simple things 
being done better.

•Nursing councils, peer review, quality 
projects, guidelines and best practices 
all work, but they are not reliant on new 
technology.

•Recovery, not discovery makes things 
better.  Continuous quality 
improvement through customization for 
your patients and your workforce.
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Importance of Documentation

� Clinical snapshot 
patient’s condition

� Needed for team 
care

� Possible marker 
of quality care / 
disease severity / 
Case Mix Index



Winning The Race

• Medicine is not an 
individual endeavor any 
more

• Teamwork is how we win

• Network trumps the stars

Handoffs are Critical
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Handoffs are key: 1. For patients
2. For physicians
3. Continue throughout care

High-tech handoffs: 1. Faxes 
2. Electronic Medical Record
3. Clinical Decision Support

High-touch handoffs: 1. Phone calls
2. Conversations
3. Teamwork

Goal of handoffs:
Continuity of care

Seamless transitions of care

Making An Impact On Readmissions

•Rehospitalizations are a    
“red flag”.

•Mayo initiative: 
“something was missed 
at time of discharge”.

•Brooks Home Care 
initiative: uses 
technology to monitor 
patients at home, sends 
providers to patients’
homes every day for 2 
weeks, uses transitional 
care manager for highest 
risk patients.
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The company we’re keeping. . . 

Sometimes, no matter what we 
do, awful things happen…
but if we improve our care,  we 

can help some patients.

60% - 70% 30% - 40%

Unwanted Outcomes



1.  Right care, right time,  right 

place.

2.  Who can do it better?

3.  Hospital, Hospice, Home…

End of Life Care

Patient Communications

The 80/20 Rule
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Pre-
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Handoff Communication

Handoffs:
• High tech

• High touch
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Need to restructure 
healthcare in the U.S.

� Need to provide 
coordinated care 
across a continuum.

� Strong interest in 
developing 
accountable care 

type organizations.

Most Agree On:
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� Change to culture of 

integration and 

collaboration.

�Mission
�Leadership
�Measurement
�Transparency
�Care coordination
�Information systems
�Operational support

What’s Needed?/Core Focus:
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Achievable Improvements

� Pre-admission: Medical Home

� Hospital:
� Improved care

� Team medicine

� Improved handoffs

� Improved care plans/documentation

� Improved end of life care

� Post Hospital:
� Readmissions

� Communication

� Patient education
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Case For Reform

Bringing It Home
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Variation of Regional Cost

� Harvard Professor 2009 Article

� Average Medicare Spending in McAllen was twice 

as high as El Paso despite similar population 
demographics

� Required reading at the White House

� Current incentives drive costs to = that of McAllen

Provider supply drives utilization.  Ie. ECG, EEG, Imaging studies…
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Stronger Coordination Needed

“The health care Medicare beneficiaries receive is 

often fragmented as patients move among different 
physicians and across different care settings (e.g., 

hospital to home care).  As a result, patients do not 
always receive timely care best suited to their 
needs.  Fragmentation is reinforced by the failure 

of the current payment system to recognize and 
pay for care coordination.”

Institute of Medicare 
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Health Systems Are Held Accountabile, 
Yet Largely Not In Control

� CMS is requiring measures to be met in order to 

prevent being penalized for subpar performance.

� Fundamentally, the Hospital has limited impact on 
many of the measures.

� Measures are often tied to readmission rates and 

mortality rates within 30-days.

� AMI

� Heart Failure

� Pneumonia
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Shifting Risk

Higher Degree of Risk

Care Continuum
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MedPac View of the World

� ACO’s would change practice patterns driving 

savings

� Spending targets would be set based on national 
growth targets

� Critical mass is key to ACO success
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Why Medicare Wants ACO’s

� Current Medicare spending is unsustainable

� “By definition something unsustainable cannot continue.”

� Medicare is focused on changing the spending 
trajectory

� ACO’s will create a system of incentives that tie 
provider payments to quality and resource use

� Objectives:
� Reduce regional variation

� Lower unnecessary services

� Create a system of incentives and coordination

MedPac Report 2009
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Alignment Potential

Readmissions 
ACO incentives complement the incentive in the 
Commission’s readmission policy recommended in June 
2008 (MedPAC 2008). The readmission recommendation 
creates a penalty for hospitals (but not physicians) with 
high readmission rates. Under the ACO model, physicians 
as well as hospitals are rewarded if a reduction in 
readmission rates leads to lower annual spending per 
beneficiary. By aligning physician and hospital incentives 
to reduce readmissions, the ACO policy coupled with a 
readmission policy could have a larger effect than either 
policy on its own. 
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Reality of Reform

It’s better to embrace change then have

it forced upon you…

Success will be driven by the ability to 

evolve and adapt…


