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Introduction

Siemens	  Healthineers
Global	  Government	  Affairs	  and	  Policy

ü Systematically	  monitor	  healthcare	  systems	  
and	  markets	  around	  the	  world;

ü Analyze	  and	  understand	  those	  developments	  
in	  light	  of	  our	  business	  strategy;	  

ü Educate	  and	  advocate	  to	  internal	  and	  
external	  stakeholders

ü Drive	  actions	  that	  improve	  Siemens’	  
adaptation	  to	  policy	  topics	  in	  order	  to	  
improve	  sales	  and	  profitability
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Managing  Health
Value-based  healthcare

Consolidation
Building  the  critical  mass

Our	  Dynamic	  Healthcare	  Market

Market  Trends

Increasing  age  
of  population

Population  growth

Increasing  complexity  
of  health  regulations

Expanding  mismatch  of  
healthcare  costs  

and  available  budget

Advances  in  digital  and  
mobile  technologies

Market  Transformation

Industrialization
Doing  more  with  less
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Macro	  Trends
Increasing	  Health	  Expenditure

• National	  Health	  Expenditure	  (NHE)	  is	  increasing	  
consistently

• While	  NHE	  growth	  has	  slowed	  in	  recent	  years,	  but	  trend	  
is	  still	  expected	  to	  be	  ~	  6%	  to	  7%

National  Health  Expenditure  ($  Trillion) National  Health  Expenditure  and
US  Real  GDP  Annual  Change
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Source:  Centers  for  Medicare  and  Medicaid  Services  (“National  Health  Expenditures  Historical  &  Projections  1965-
2022”)  

Source:  Centers  for  Medicare  and  Medicaid  Services  (“National  Health  Expenditures  Historical  &  Projections  1965-
2022”);;  Bureau  of  Economic  Analysis;;  Economic  Projections  of  U.S  Federal  Reserve  Board  Members
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Macro	  Trends
Demographics	  and	  Healthcare	  Demand

ACA-driven  Procedure  Volume  Growth,  
(2013–2020,  Cumulative  by  A ll  Imaging/D iagnostics)

U .S.  Population  by  Age  (m illions  of  people)

Source :	  U .S .	  Census	  (2010 	  Census	  and 	  popu lation 	  p ro jections);	  HCPS 	  Ana lys is 	  o f	  T ruven 	  Hea lth 	  

Ana lytics 	  (pe r	  cap ita 	  u tiliza tion 	  rates)	  and 	  W oods	  and 	  Poo le 	  (popu lation 	  p ro jections),	  HHS ,	  CBO

So u r c e : 	  U .S . 	  C e n s u s , 	  R A N D
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10%

5%

0

Low	  (5%)
(most	  likely)

High	  (10%)
18-‐44 <1845-‐64>65	  (Medicare)

~50%   of  the  
U .S.  population  

w ill  have  a  
chronic  disease  
by  2030.

Demand  for  healthcare  is  increasing  due  to  demographics  and  the  ACA.

The  U.S.  population  is  aging  and  growing,  
and  is  increasingly  chronically  ill.

Demographics  and  the  ACA  are  driving  procedure  volume,  
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Macro	  Trends
Increasing	  Consumer	  Spending

Employers	  are	  shifting	  the	  cost	  burden	  to	  
employees

Defined	  Contribution	  – much	  like	  pensions	  –
is	  gaining	  momentum

Employers	  are	  aggressively	  going	  after	  
healthcare	  costs

High  Deductible  Health  Plan  Adoption Defined  Contribution  /  Private  Exchange  Adoption  
(Millions)   • Shift  to  Part-Time:

12%   of  employers  plan  to  reduce  workers’  hours  (<30  hours  /  

week)  to  avoid  ACA  requirements

• Move  to  Defined  Contribution:
IBM ,  T ime  Warner  to  move  retirees  to  defined  contribution  
plans  over  private  exchanges

• Cut  Health  Coverage:  
UPS  plans  to  drop  health  insurance  benefits  for  working  
spouses  if  they  can  get  coverage  elsewhere

• Drop Health  Coverage:
Darden  Restaurant,  Home  Depot,  Trader  Joes  pushing  part-
time  worker  to  state  exchanges
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47%   of  employers    say  
they  “definitely  w ill”  or  
“probably  w ill”  sw itch  to  
defined  contribution  health  
care

Source:  Investment  Company  Institute,  RAND  Corporation Sources:  
• Accenture (2013):  “Private  health  insurance  exchanges  are  looming”  
• J.D.  Power  and  Associates  (2012):  “Employer  Health  Plan  Study”

Sources:  
• CNBC  (9/10/13):  “Companies  push  retirees  (and  soon,  workers)  into  health  
exchanges”

• AP  (9/11/13):  “More  Companies  Plan  To  Cut  Health  Coverage  For  Spouses”
• WSJ  (9/25/13):  “Firms  Drop,  Rather  Than  Upgrade,  Cheapest  Health  Plans”
• Market  Watch  (8/22/13):  “UPS  joins  growing  list  of  companies  kicking  
spouses  off  health  insurance”
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The	  3	  Parts	  of	  the	  Affordable	  Care	  Act	  (ACA)

• Medicaid	  expansion

• Federal	  insurance	  regulation
• Marketplaces

• Insurance	  subsidies

Affordable Care Act

• Broad	  bipartisan	  support• Bipartisan	  concern• Extremely controversial	  and	  partisan

• New	  taxes

• Medicare	  spending	  cuts

• Fee-‐for-‐service	  payment	  
modifications

• New	  payment	  models

Non-‐controversial	  and	  
widely	  supportedAdditional	  modifications	  likelyExtremely	  controversial

Coverage Spending offsets Value-‐based care
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Payment	  Reform

Public  and  private  sectors  have  
aggressive  goals  for  payment  reform.

%   M ed ica re   Paym ents   
in   Va lue   B ased   C are

Source:  CMS,  Aetna

Provider  behaviors  and  incentives  
differ  in  FFS  and  FFV  markets.

2018

50%

2016

30%

P riva te   Sec to r  C omm itm ent  
to   Va lue   B ased   Paym ents

2020

75%

2016

30%

Current
Future

(2020–2025)

• Volume  is  incented

• Imaging  and  testing  are  profit  
centers

• H IT  is  a  “nice  to  have”

• Volume  is  dis-incented

• Imaging  and  testing  are  cost  centers

• H IT  is  a  key  enabler

Market  in  Transition

Under  FFS

Under  FFV

FF
S

FF
V

FF
S

FF
V

Payment  reform  and  the  broader  transition  to  value-based  care  is  taking  root.

Healthcare  providers  are  in  various  stages  of  the  transition  from  fee-for-service  to  fee-for-value.
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Overview	  of	  Value	  Based	  /	  Fee-‐for-‐Value	  Payment	  
Models	  

Value	  Based	  
Purchasing

Bundled	  
Payments

Low HighLevel	  of	  Risk

What	  is	  it: • Pay-‐for-‐performance	  program	  that	  
slightly	  modifies	  fee-‐for-‐service
payments	  based	  on	  process	  or	  
outcome	  measures

• Single payment	  to cover episode of	  care	  
that	  combines	  doctor	  or	  hospital	  post-‐
acute	  care

• Capitated payment	  to	  providers	  to	  manage	  
care	  over	  time

Provider	  
goal:

• Scoring	  well	  on	  process	  measures • Efficiency within	  the	  bundle • Avoiding	  hospitalization

ACO
(Population	  Health	  

Management)
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Bundled	  Payment	  Overview

• Patients	  admitted	  
for	  select	  AMI,	  
CABG,	  SHFFT	  MS-‐
DRGs	  triggers	  
bundled	  payment	  
episode	  for	  the	  
admitting	  hospital	  
(called	  the	  anchor	  
hospital)

• All	  providers	  and	  suppliers	  
for	  the	  episode	  of	  care	  
are	  paid	  under	  the	  usual	  
payment	  system	  rules	  and	  
procedures

• At	  the	  end	  of	  the	  
model	  performance	  
year,	  actual	  spending	  
for	  the	  episode	  would	  
be	  compared	  to	  the	  
Medicare	  quality-‐
adjusted	  target	  
episode	  rice	  that	  
reflects	  episode	  
quality	  for	  the	  
responsible	  hospital

• Hospitals	  that	  work	  with	  
physicians	  and	  other	  providers	  to	  
deliver	  the	  needed	  care	  for	  less	  	  
than	  the	  quality-‐adjusted	  target	  
price,	  while	  meeting	  or	  exceeding	  
quality	  standards,	  would	  be	  paid	  
for	  the	  savings	  achieved

• Hospitals	  with	  costs	  exceeding	  the	  
quality	  adjusted	  target	  price	  
would	  be	  required	  to	  repay	  
Medicare
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Consolidation

Many  U.S.  doctors  are  leaving  private  
practice  for  hospital  employment.

Number  of  Hospitals  in  Health  Systems
2000-2013

3,144

2,524

+25%

20132000

Hospitals  are  consolidating  to  drive  scale  and  market  power  
against  competitors,  payers,  and  suppliers.

Independent  Physicians  in  the  U .S.,
2000-2016  (est.)

Source:  American  Hospital  Association Source:  Accenture
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57%

%	  Independent	  
Physicians

Total	  #	  of	  Physicians	  
(thousands)

2016	  (est)

Independent	  Physicians
Total	  Physicians

Transition  to  value  based  care  drives  providers  integrate  horizontally  and  vertically.
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Provider	  Reactions
Economizing

2%

10%

Decrease	  
by	  30%	  
or	  more

3%

Decrease	  
by	  10%	  
to	  29%

11%

Decrease	  
by	  1%	  to	  
9%

25%

No	  
Change

23%

Increase	  
by	  1%	  
to	  9%

26%

Increase	  
by	  10%	  
to	  29%

Increase	  
by	  30%	  
or	  more

Providers	  are	  proceeding	  cautiously	  with	  capital	  investments

Hospital  Executive  Response  to  
Change  in  Capital  Budgets  (1  to  3  years)

65%+

Issue
Rank

2012	   2011	  
Financial	  challenges 1 1
Patient	  safety	  and	  quality 2 3
Healthcare	  reform	  implementation 3 2
Governmental	  mandates 4 4
Care	  for	  the	  uninsured 5 5
Patient	  satisfaction 6 7
Physician-‐hospital	  relations 7 6
Technology 8 8
Population	  health	  management 9 -‐-‐-‐
Personnel	  shortages 10 9
Creating	  an	  accountable	  care	  organization 11 10

Financial	  challenges	  remain	  top-‐of-‐mind	  for	  the	  hospital	  
C-‐suite

Source:  American  College  of  Healthcare  Executives'  (ACHE)  survey,  2013Premier  member  survey,  2013,  n  =  535  executives  distributed  geographically  and  org  hierarchy
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Top-‐of-‐Mind Questions

How  to  improve  
operational  
efficiency?

How  to  retain, train  
and  develop staff?

How  to  prepare  for  
transition  to  value?
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Provider	  Reactions
Changing	  Provider	  Behavior

Clinical  
Transformation

• Information  and  evidence  based  shared  decisions
• Integrated  clinical  practice  patterns  (less  silos)
• Tracking,  engaging  patients  across  continuum

HIT  and  
Infrastructure

• Fewer  “bed  towers”
• Investments  in  HIT
• Interoperable  and  shared  information  /  analytics

People  and  
Culture

• Cultural  shift  to  team-based  medicine
• Value-conscious  mindset
• New  skills  in  several  areas

• Larger  and  integrated  systems
• Improved  fixed  cost  leverage
• Market  power  against  insurers,  
competitors,  and  suppliers

Scale

Risk  
Management

• Outcomes  based  financial  risk
• Population  health  management  as  a  key  
discipline

• Tight  budgets
• Focus  on  efficiency  and  effectiveness
• Focus  on  value  to  the  patient

Cost

Efficiency

Changing  Provider  Behavior
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Health	  System	  Challenges	  and	  Opportunities	  

Efficiency  &  Cost

New  Capabilities

Healthcare
cost

Outcomes

Costs

Clinical  Outcomes
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Questions?
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the future
of healthcare together

Now’s our time	  

to inspire

Engineering	  success.	  Pioneering	  healthcare.


