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Predictions for Health Care in 2016 & 
Beyond

Agenda & Objectives

§ Global Concepts
§ Consolidation
§ Consumerism
§ Access
§ Shift to Value

§ 8 Predictions
1. Doc Pay
2. Advanced Practitioners
3. Drug Costs
4. Exchanges
5. Machine Learning
6. Telemedicine
7. Interoperability
8. Elections

Objectives:
§ Understand the changes and developments 

expected in health care in 2016
§ Identify how global changes to payment will have 

local impact on providers
§ Describe, in depth, the impact of payment bundling 

on the provision of care to patients and the details 
of the joint replacement bundling program.

§ Discuss new technologies that will improve quality 
and decrease cost, and identify barriers to 
implementation.

§ Recognize the importance of Health IT 
interoperability and how current initiatives fall short 
of their goal.

Credit is given to The Advisory Board Company for many of the graphics in this presentation
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The Eight Predictions for 2016

1. The new physician pay formula will divert attention and resources from other initiatives while physicians 
figure out how they will get paid now and in the future.

2. The use of Nurse Practitioners and APRNs will accelerate.
3. Drug costs increase as medicines become more personalized.
4. United Healthcare will significantly modify its participation in the exchange market, but not fully leave it.
5. Robotics is no longer enough, but the industry now delivers intelligent solutions through machine 

learning.
6. Telemedicine technology will continue to mature and CMS will propose broader guidelines for covering 

telemedicine visits causing great interest by year’s end for every rural clinic. 
7. The Federal Government will declare an intention to create a language for interoperability of health IT 

systems.
8. And, finally, Americans will elect a new president that will insist that we need to make significant changes 

to ObamaCare (or even replace it), but have no power to do so.

Credit is given to The Advisory Board Company for many of the graphics in this presentation
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Inpatient Days, Bed Occupancy Rate Continue Down

ACA Reductions Compounding Demographic Changes
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Many Hospitals Turning to M&A to Solidify Position

Increased Provider Price Leverage the Primary Result
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The New Focus of Acute Care Cost Control
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Consumers Have Access to More Information than 
Ever Before

Competitors Benefiting from an Opaque Health System
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Consumers Value Convenience Over Cash

The Kaiser – Target Partnership: Disruptive Access
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Virtual Technology Offer New Access Opportunities

Virtual Follow-Up Creates Real Efficiencies
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Building Advantage Through Coordinated Access Options
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Price Cuts Continue Unabated

Explicit Targets Hint at Forceful Measures Ahead
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Readmissions, HAC Penalties Outweigh VBP Bonuses

The Comprehensive Care for Joint Replacement Model
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Medicare Advantage Grows, but Varies by Geography

New Programs are Filling Out the Continuum
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Benefit of Expansion Clear for Hospitals, Growth on Track

Medicaid ACOs Show Creative Opportunities
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The Eight Predictions for 2016

1. The new physician pay formula will divert attention and resources from other initiatives while physicians 
figure out how they will get paid now and in the future.

2. The use of Nurse Practitioners and APRNs will accelerate.
3. Drug costs increase as medicines become more personalized.
4. United Healthcare will significantly modify its participation in the exchange market, but not fully leave it.
5. Robotics is no longer enough, but the industry now delivers intelligent solutions through machine 

learning.
6. Telemedicine technology will continue to mature and CMS will propose broader guidelines for covering 

telemedicine visits causing great interest by year’s end for every rural clinic. 
7. The Federal Government will declare an intention to create a language for interoperability of health IT 

systems.
8. And, finally, Americans will elect a new president that will insist that we need to make significant changes 

to ObamaCare (or even replace it), but have no power to do so.

Credit is given to The Advisory Board Company for many of the graphics in this presentation

The Permanent Doc Fix

§ The Sustainable Growth Rate formula started with 
the Medicare Modernization Act of 1997
§ Replaced the Medicare Volume Performance 

Standard
§ SGR’s goal was to ensure yearly increases in 

spending don’t exceed GDP
§ Delayed 18 times… And never implemented

§ Issues with the ”Fix”
§ Risk push (along with CMS promise)
§ Physician measurement
§ Economics (pay for $35B of $175B cost for rate 

change)

Sourc e: Staff presentation at Dec . 2, 2010 meeting of Medicare Payment Advis ory Commission
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2019 - 2024:  5% participation bonus

Source: The Medicare Access and CHIP Reauthorization Act of 2015;  Advisory 
Board analysis.

1. Fee for service. 

2. Positive adjustments for professionals with scores above the benchmark may be scaled by a factor of up to 3 times the negative adjustment limit to 
ensure budget neutrality.  In addition, top performers may earn additional adjustments of up to 10 percent. 

3. APM participants who are close to but fall short of APM bonus requirements will not qualify for bonus but can report MIPS measures and receive 
incentives or can  decline to participate in MIPS.

Merit-Based Incentive Payment System

Advanced Alternative Payment Models2

2020: -5% to +15%1

at risk
2019: Combine PQRS, MU, & VBM 
programs: -4% to +12%1 at risk

2022 and on: -9% to 
+27%1 at risk

2021:  -7% to +21%1

at risk

2018: Last year of separate MU, 
PQRS, and VBM penalties

2019 - 2020:  25% Medicare 
revenue requirement

2021 and on: Ramped up Medicare or 
all-payer revenue requirements

2015:H2 – 2019: 0.5% annual update 2026 and on:  0.25% 
annual update

2026 and on:  0.75% 
annual update

2020 – 2025:  Frozen payment 
rates

2015:H2 – 2019: 0.5% annual update 2020 – 2025:  Frozen payment 
rates

Two Tracks for Physician Payment

32

Source: The Medicare Access and CHIP Reauthorization Act of 2015;  Advisory 
Board analysis.

30%

30%

15%

25%

EHR Use Quality

Clinical 
Improvement

MIPS Performance Category Weights 

Resource Use1

PQRS 
measures

Meaningful Use 
measures

Cost measures

Care coordination, 
patient satisfaction, 
access measures

1) Resource Use measures would be weighted less during first two years of 
MIPS program, reaching 30 percent in the third year of the program. Quality 
measures would be weighted more than 30 percent during the first two years 
to make up the difference.

Merit-based Incentive Payment System

§ Sunsets current Meaningful Use, Value-
Based Modifier, and Physician Quality 
Reporting System (PQRS) penalties at the 
end of 2018, rolling requirements into a 
single program

§ Adjusts Medicare payments based on 
performance on a single budget-neutral 
payment beginning in 2019

§ Applies to physicians, NPs, clinical nurse 
specialists, physician assistants, and 
certified RN anesthetists

§ Includes improvement incentives for quality 
and resource use categories
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33

1. Risk-based contracts with Medicare Advantage plans count toward the all-payer 
requirement category.

2019 –
2020

2021–
2022

25% N/A

50%

N/A 25%

50%

OROption 1 Option 2

Required for All Providers

2023 and 
on 75%

N/A 25%

75%

Medicare All-Payer1

Required Percentage of Revenue Under 
Risk-Based Payment Models

Source: The Medicare Access and CHIP Reauthorization Act of 2015;  Advisory 
Board analysis.

§ Requires significant share of provider 
revenue in APM with two-sided risk, and 
quality measurement; or in some cases 
participation in certified patient-centered 
medical homes

§ Provides financial incentives (5% annual 
bonus in 2019-2024) and exemption from 
MIPS requirements

§ Includes partial qualifying mechanism that 
allows providers that fall short of APM 
requirements to report MIPS measures and 
receive corresponding incentives or to 
decline to participate in MIPS

Alternative Payment Model

The Eight Predictions for 2016

1. The new physician pay formula will divert attention and resources from other initiatives while physicians 
figure out how they will get paid now and in the future.

2. The use of Nurse Practitioners and APRNs will accelerate.
3. Drug costs increase as medicines become more personalized.
4. United Healthcare will significantly modify its participation in the exchange market, but not fully leave it.
5. Robotics is no longer enough, but the industry now delivers intelligent solutions through machine 

learning.
6. Telemedicine technology will continue to mature and CMS will propose broader guidelines for covering 

telemedicine visits causing great interest by year’s end for every rural clinic. 
7. The Federal Government will declare an intention to create a language for interoperability of health IT 

systems.
8. And, finally, Americans will elect a new president that will insist that we need to make significant changes 

to ObamaCare (or even replace it), but have no power to do so.

Credit is given to The Advisory Board Company for many of the graphics in this presentation
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Advanced Practitioners Expand Access, Boost Efficiency

Adapting AP Strategy to New Demands
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AP’s, Physicians Both Must Be Utilized More Effectively 

AP Value:  Long Wait Times Hampering Referral Capture
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Orthopedics Efficiency Drives Access

Sleep Lab Efficiency 
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AP’s in the Acute Setting Avoid Safety Issues

The Eight Predictions for 2016

1. The new physician pay formula will divert attention and resources from other initiatives while physicians 
figure out how they will get paid now and in the future.
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telemedicine visits causing great interest by year’s end for every rural clinic. 
7. The Federal Government will declare an intention to create a language for interoperability of health IT 

systems.
8. And, finally, Americans will elect a new president that will insist that we need to make significant changes 

to ObamaCare (or even replace it), but have no power to do so.
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Brand and Specialty Pharmacy Growth Far Outpacing CPI

Specialty Drugs Drive Increases in Pharmacy Cost
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Formulary Changes Impact Pricing Strategies

The Eight Predictions for 2016

1. The new physician pay formula will divert attention and resources from other initiatives while physicians 
figure out how they will get paid now and in the future.

2. The use of Nurse Practitioners and APRNs will accelerate.
3. Drug costs increase as medicines become more personalized.
4. United Healthcare will significantly modify its participation in the exchange market, but not fully leave it.
5. Robotics is no longer enough, but the industry now delivers intelligent solutions through machine 

learning.
6. Telemedicine technology will continue to mature and CMS will propose broader guidelines for covering 

telemedicine visits causing great interest by year’s end for every rural clinic. 
7. The Federal Government will declare an intention to create a language for interoperability of health IT 

systems.
8. And, finally, Americans will elect a new president that will insist that we need to make significant changes 

to ObamaCare (or even replace it), but have no power to do so.
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Third Round of Open Enrollment Complete

Marketplace Driving Premium Changes, Increases
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Major Players Debating How—and If—to Compete

Trading Low Premiums for High Deductibles
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Insurers Betting Consumers Trade Choice for Price

Little Backlash Against Narrow Networks, HDHPs
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The Eight Predictions for 2016

1. The new physician pay formula will divert attention and resources from other initiatives while physicians 
figure out how they will get paid now and in the future.

2. The use of Nurse Practitioners and APRNs will accelerate.
3. Drug costs increase as medicines become more personalized.
4. United Healthcare will significantly modify its participation in the exchange market, but not fully leave it.
5. Robotics is no longer enough, but the industry now delivers intelligent solutions through machine 

learning.
6. Telemedicine technology will continue to mature and CMS will propose broader guidelines for covering 

telemedicine visits causing great interest by year’s end for every rural clinic. 
7. The Federal Government will declare an intention to create a language for interoperability of health IT 

systems.
8. And, finally, Americans will elect a new president that will insist that we need to make significant changes 

to ObamaCare (or even replace it), but have no power to do so.

Credit is given to The Advisory Board Company for many of the graphics in this presentation

Decision Tools: Not Data Repositories

§ Included in the “Doc Fix” bill in 2014
§ Requires physicians consult decision support tools when 

ordering “advanced imaging procedures” and directs 
HHS to provide physicians with such tools

§ In order to receive reimbursement, physicians providing 
these services must:
§ Confirm CDS was consulted
§ Specify what CDS was used
§ Document whether or not the exam adhered to the 

criteria

§ Appropriate-use criteria can only be developed or 
endorsed by national professional medical specialty 
societies or other provider-led entities

§ Mandate that imaging programs provide clinical decision 
support software to ordering providers at no cost
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Decision Tools: Not Data Repositories

The Eight Predictions for 2016

1. The new physician pay formula will divert attention and resources from other initiatives while physicians 
figure out how they will get paid now and in the future.

2. The use of Nurse Practitioners and APRNs will accelerate.
3. Drug costs increase as medicines become more personalized.
4. United Healthcare will significantly modify its participation in the exchange market, but not fully leave it.
5. Robotics is no longer enough, but the industry now delivers intelligent solutions through machine 

learning.
6. Telemedicine technology will continue to mature and CMS will propose broader guidelines for covering 

telemedicine visits causing great interest by year’s end for every rural clinic. 
7. The Federal Government will declare an intention to create a language for interoperability of health IT 

systems.
8. And, finally, Americans will elect a new president that will insist that we need to make significant changes 

to ObamaCare (or even replace it), but have no power to do so.

Credit is given to The Advisory Board Company for many of the graphics in this presentation
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Direct-to-Consumer Virtual Visits

Source: Tahir D, “Telehealth services surging despite questions about 
value,” Modern Healthcare, February 2015; Market Innovation Center 
research and analysis. 

“2015 was the year that 
virtual visits went from an 
‘up-and-coming trend’ to a 
‘stay in business 
application’ for payers and 
pharmacy chains.” 

Dr. Joseph Kvedar
Partners Connected Health

Clinical Applications

Episodic 
Primary Care

Urgent 
Care

Chronic Disease 
Management

Behavioral 
Health

Teladoc

American Well

MDLive

Doctor on Demand

Popular
Vendors

Enhanced rural 
access

Improved patient 
convenience

New patient 
capture/retention of 
existing patients

Expanded PCP
capacity

Strategic 
Benefit

Sources: Herman B, “Virtual reality: More insurers are embracing telehealth,” Modern Healthcare, February 2016, available at: 
http://www.mod er nh ealt hc ar e.c om /a rticl e/2 01 60 22 0/ MAGA ZI NE/3 02 20 99 80 ; ”Global Telemedicine Market – Growth, Trends and 
Forecasts (2015-2020 ),” Mordor Intelligence, http://www.mor do rin telli ge nce .co m/i nd ust ry -r ep ort s/gl ob al- tel em edi cin e- ma rk et-i nd ust ry, 
December 2015; Japsen, Bruce, “Doctors’ Virtual Consults with Patients to Double by 2020,” Forbes, 
http://www.forb es.c o m/sit es/ br uc eja pse n/ 20 15/ 08 /0 9/a s-t ele he alt h- bo om s- doc to r-vi de o- co nsul ts- to -d ou ble -by -2 02 0/ #2 d4 da 36 75 d6 6, 
August 2015; Market Innovation Center research and analysis.

1) CMS data.
2) 2015 HIS Analytics report.

16.6 

26.9 

2.1 5.4 

14.5

21.5

2015 2020

Total

PCP Visits

Specialty Consults

$2.5

$17.6

0.0

5.0

10.0

15.0

20.0

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Year-Over-Year Medicare 
Reimbursement for Telehealth Services1

In millions of dollars

Estimated U.S. Growth in 
Virtual Consults2

Millions of Visits
5-YR

Growth

62%

48%

157%

604% Growth

The Time Is Ripe for Virtual Care
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Patients Favor Accessibility Over Type of Interaction

Surveys Show Strong Likelihood of Patients Shifting Care to Virtual

Source: Pennic J, “72% of Consumers Are Willing to See a Doctor Via Telehealth Video Conferencing,” HIT Consultant, 
December 11, 2013; American Hospital Association “Trendwatch ”: The Promise of Telehealth for Hospitals, Health 
Systems and Their Communities”, January 2015; American Well, “Telehealth Index: 2015 Consumer Survey,” 2015; 
Market Innovation Center research and analysis.

1) Calculated using CDC National Ambulatory Care 
Survey volumes by reason for visit

• Many patients aren’t looking for the 
same type of intimate doctor-patient 
relationship of old

• Access to care is top concern

• Virtual interactions are preferable for low-
acuity episodes

• Patients are looking for the fastest, easiest 
access point– no special skills or equipment 
needed

• Currently, about 1 in 5 outpatient 
visits could be done online

• Millennial patients are starting to 
actively choose tech-savvy 
providers

Consumers would see 
a doctor via video

Patients prefer email 
over webcam

67%72%

Patients prioritize access to care 
over need for human interaction 
with providers

76%
Patients prefer an online visit to 
get prescriptions

70%

Percentage of total potential 
primary/
urgent care visits eligible for 
virtual care¹

20%

Patients aged 19–34 who 
would leave their PCP in 
favor of one who offers 
virtual visits

11%

Key TakeawaysKey Takeaways

First, Willingness Then, Preference Eventually, Shift

Virtual Care Reimbursement Shift Quickening

Source: Center for Connected Health Policy, http://cchpca.org/telehealth-policy; American Action Forum, 
http://americanactionforum.org/insights/curbing-the-provider-shortage-more-coverage-for-telehealth-services; Market Innovation Center research and 
analysis.

• Covering real-time video, telephonic, 
and secure chat visits for non-urgent 
care consultations 

• Scaled across 46 states; doctor visits 
and prescriptions available in CA

• Partners with American Well’s 
LiveHealth Online platform

• Offers telehealth services to 
patients on multiple platforms, 
including patient portal and 
mobile app

• Invested $10M in Vidyo
telehealth platform in 
December 2015 

Sampling of Commercial Insurers Paying for Telehealth

Outlook for Commercial 
Reimbursement 

• There are no consistent 
standards that govern 
private commercial payers

• As of January 2016, 32 
states and DC mandate 
insurance companies to 
provide coverage for 
telehealth services, but 
with varying requirements 
and reimbursement rates.

• Some payers are 
partnering with non-health 
system innovators to offer 
covered virtual services for 
select groups of 
beneficiaries. 

• Individual state Blues plans partner 
with variety of vendors, like 
American Well

• National Labor Office alliance with 
Teladoc

• Adds Teladoc services to benefits 
plans for labor trust funds, labor 
unions, and independent BCBS 
companies served by NLO

• Covers virtual visits for enrollees in self-
funded employer health plans with 
access in 47 states and DC

• Expanding to employer-sponsored and 
individual plan participants in 2016

• Partners with Doctor on Demand and 
American Well
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Medicaid Policy & Reimbursement Varies by State

Good to Excellent

Average

Fair to Poor
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Medicaid 
Reimbursement

Commercial 
Reimbursement

Geographic & 
Patient Setting 
Requirements

Licensure 
& Eligible 

Practitioners

Patient Informed 
Consent & 

Telepresenter

Prescribing 
& Practice 
Standards

Care 
Innovation

CMS CY2016 Reimbursement Updates

Services Affected by Rule

Type of Interaction

Practitioners and Services

Geographic Service Area

2015 Expansion of Service 2016 Updates

Wellness visits are covered as long as 
there is an existing relationship 
between the patient and physician; 
the relationship can be initiated via a 
virtual visit

Psychoanalysis, family psychotherapy 
(both with and without the patient 
present), and prolonged service

Payments allowed for patients in rural 
census tracts even if those tracks are 
within metropolitan statistical areas

Two new codes added to 
reimburse for prolonged inpatient 
or observation care

Addition of certified nurse anesthetists 
to the list of 
qualified telehealth providers

Comprehensive Care for Joint 
Replacement (CCJR) model 
removes geographic restrictions 
for telehealth for hip and knee 
surgery care coordination

Chronic Care Management CMS will reimburse providers for 
furnishing specific non-face-to-face 
services to qualified beneficiaries over 
a calendar month

Four codes added for services 
related to home dialysis for patients 
with end-stage renal disease
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The Eight Predictions for 2016

1. The new physician pay formula will divert attention and resources from other initiatives while physicians 
figure out how they will get paid now and in the future.

2. The use of Nurse Practitioners and APRNs will accelerate.
3. Drug costs increase as medicines become more personalized.
4. United Healthcare will significantly modify its participation in the exchange market, but not fully leave it.
5. Robotics is no longer enough, but the industry now delivers intelligent solutions through machine 

learning.
6. Telemedicine technology will continue to mature and CMS will propose broader guidelines for covering 

telemedicine visits causing great interest by year’s end for every rural clinic. 
7. The Federal Government will declare an intention to create a language for interoperability of health IT 

systems.
8. And, finally, Americans will elect a new president that will insist that we need to make significant changes 

to ObamaCare (or even replace it), but have no power to do so.

Credit is given to The Advisory Board Company for many of the graphics in this presentation

A Unified System is Still a Long Way Off
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HL7 Evolution: A Basis for Interoperability
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2016 Presidential Politics


