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Overview:  Market Changes

• Realignment of capital investments

• Constrained reimbursement levels

• Passive payers transitioning to active purchasers

• Cost pressures

• Market consolidation

• Growth in physician employment

• New coverage through insurance exchanges and 

Medicaid

• Workforce shortages





Reform Archetypes

Active Implementers Passive Aggressive On Hold Send It Back

Source: Ian Morrison
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States Suing Federal Government 

Over Health Bill (as of 4/5/11)
State has filed suit       

(27 states)

Source:  Matt Williams

Suite filed by state 

official, not on behalf of 

state



States Are A Key To Reform

The Massachusetts 

Experience (So Far)

Active Implementers Passive Aggressive

On Hold Send It Back

Individual
Uninsured was 8%, now 2.5%; 

demand for primary care providers

Source: Harris Interactive, Ian Morrison

Provider
Medicaid rate promised;     

Medicaid rate delivered;

Can smaller unaffiliateds survive 

Gov’t
Access easy,   costs difficult;

Reform headwind helped, no more;

State by state solution preferred     

Insurer
Fed. rules now match state;

Pay differential a big fight;

Viable business model?   

Employer
Sponsored coverage still high;

Cost containment needs;

Hospitals, insurers big employers  

Source: Ian Morrison and Matt Williams

Reform Archetypes
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Health Reform Implementation Timeline
= Coverage Provisions

= Compliance Provisions = Payment Reduction Provisions

= Delivery System Provisions

Keys

Insurance Reforms (Pre-existing conditions for children,  no annual  or lifetime limits, children on parents insurance until 26)

Medicaid Expansion

Insurance Reforms (Pre-existing conditions for adults, premium limits)

Hospital Value-Based Purchasing

Accountable Care Organizations

Waste, Fraud, and Abuse Provisions for Medicare and Medicaid

Individual Mandate

Disclosure of Industry Payments to Physicians and Teaching Hospitals

Medicaid DSH Payment Reduction

Hospital Readmission Payment Reductions

Hospital-Acquired Infections Penalties

Independent Payment Advisory Board

Hospital Market Basket Reductions

Hospital Productivity Adjustments

Medical Device Tax

Medicare DSH Payment Reduction

Bundled Payments Pilot
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Health Reform Implementation Timeline
= Coverage Provisions

= Compliance Provisions = Payment Reduction Provisions

= Delivery System Provisions

Keys

What do 

we try?

Who are delivery 

innovators?

Who are state/employer 

innovators?

What next?

How do we 

know how to 

implement?

How do we 

know if it 

works?

How do we 

know how to 

disseminate?

What do we 

try next?



2011 Health Care Regulatory Calendar
Schedule of 2011’s Important Activity Affecting Hospitals and Health Systems

Source:  American Hospital Association



New Focus:  

Prevention and Wellness

Healthy Consumer

Continued Health Preventable Condition

No Hospitalization Acute Care Episode

High Cost and 

Successful Outcome
Efficient and Successful 

Outcome

Complications, 

Infections, 

Readmissions



Key Implications 
for Hospitals

Delivery System Reform

• managing in transition – continue ongoing operations 

and implement new policies

• knowing what to do – and what not to do – and how 

quickly

• new models for care delivery (coordination across 

continuum) require development of care 

management experience

• physician alignment strategy

• payment aligned with quality 



Changes in Coverage under ACA

Population < Age 65, 2016
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Source:  Congressional Budget Office March 18, 2011 (updates original CBO estimate of 

March 20, 2010 without substantial change)/Health Policy Alternatives
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Uninsured:  

- 32 million

Exchange:  +22 

million (18 million 

w/subsidy)

Medicaid: 

+16 million



Source: Missouri Medicaid Basics – Spring 2011

Missouri Foundation for Health



Source: Missouri Medicaid Basics – Spring 2011

Missouri Foundation for Health



Hospital Update Factor Reductions

2010-2011

(begins April 1)
MB minus .25

2012-2013 MB minus productivity
+  .10

2014 MB minus productivity +  .30

2015-2016 MB minus productivity
+  .20

2017-2019 MB minus productivity +  .75

10 years savings $113 Billion



Mandatory Medicare Quality 
P4P Initiatives

Inpatient 
Readmissions

• Implemented 
October 1, 2012 
(FFY 2013)

• Reduces Medicare 
reimbursement by 
$7 billion / 10 years 
nationwide

Inpatient Value-
Based Purchasing

• Implemented 
October 1, 2012 
(FFY 2013)

• Budget neutral; 
redistributive within 
PPS system

Health Care-
Acquired 
Conditions

• Implemented 
October 1, 2014 
(FFY 2015)

• Reduces Medicare 
inpatient hospital 
reimbursement by 
$ 1.4 billion /        
10 years 
nationwide

EHR Meaningful 
Use (ARRA)

• Medicare payment 
penalties assessed 
against eligible 
hospitals and 
physicians that   
fail to be 
meaningful users 
by October 1, 2014 
(FFY 2015)

FFY 2013 FFY 2015





Revenue and Spending
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Missouri Medicaid



Missouri Medicaid



Missouri Medicaid

Total State Savings = $1 

Provider Revenue 
Lost = $2.87

Passed on in higher costs
of care to individuals

and businesses.



The Role of the FRA



The Role of the FRA



Strong Communities 

Need Strong Hospitals

In 2009, Missouri hospitals had: 

• 147,165 full time equivalent employees

• $8.1 billion paid in employee salaries

• Stable employment while the state lost 

91,500 jobs

• $1.2 billion in unreimbursed care

• $847 million in FRA revenue to support 

Missouri Medicaid program



Impact of State 

Medicaid Program

• On average Medicaid comprises 

16 percent of Missouri’s hospitals’ 

revenues and expenses

• This translates to: 

- $1.3 billion in payroll

- 23,546 employees



Key Implications for Missouri

1. Implementation of new programs and 

mandates (exchanges, coverage, insurance 

rules)

2. Stabilizing current care platform

3. Developing new payment and delivery 

models

4. Ability to enroll new Medicaid eligibles

5. Financing new programs during period of 

declining budgets



Thank You

Questions?


