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Change is Slow - The Health Consequences of Smoking 

201419641950
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Cigarette Consumption per Capita

Source: Hanson, Venturelli, and Fleckenstein, Drugs and Society, tenth edition. 2009
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Improving Health Requires Addressing The Real Issues

40%

10%

30%

20%

Socioeconomic Factors

Education Job status Family Social 
Support

Income Community 
Safety

Physical Environment

Socioeconomic Factors

Tobacco 
Use

Diet & 
Exercise

Alcohol 
Use

Sexual 
Activity

Health Care
Access to Care Quality 

of Care

50% can be 
traced back to 
your zip code!

Only 20% 
include those 
moments in a 
healthcare 
environment

Source: Institute for Clinical Systems Improvement, Going Beyond Clinical Walls: Solving Complex Problems
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Current State is Concerning…And We Are Moving In the 
Wrong Direction

Source: KFF analysis of CDS, OECD, Japanese Ministry of Health, Labour, and Welfare, Australian Bureau of Statistics, 
and UK Office for Health Improvement and Disparities data
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Location Matters

82

71

https://www.countyhealthrankings.org

https://www.rwjf.org/en/insights/our-research/interactives/whereyouliveaffectshowlongyoulive.html
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Population Health Is A Different Business 

Population Health Fee-for-Service 

Everyone who pays for 
coverage or is enrolled in a 
plan/program

People who are admitted
(or use outpatient services)

Customer

Monthly fixed amountPaid per unit of serviceRevenue

Healthcare servicesPrimarily labor and facilitiesExpenses

Predictive models and care 
management

Cost accounting and billingData Systems

Increase management and 
monitoring to reduce 
unnecessary care

Keep occupance high and 
expences low

Key to Success
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Payment Is SLOWLY Encouraging The Business Model To 
Shift

Volume of 
Services Provided Value Based Payments

Fee For 
Service 
(FFS)

Bundled Payments
Shared Savings 

(ACO Model)Pay for Performance

Quality

Patient Experience

Cost
Partial or Full 

Capitation 

Population-
based 
payment

APMS built on fee-for-service 
architecture

Link to quality 
& Value

FFS

4%30%25%41%CY
2017

7%33%20%40%CY 
2021

https://hcp-lan.org/
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How To Understand The Difference Between FFS Revenue 
vs. ACO Revenue

% of Medicare
Beneficiaries That 

Use Service

Per Capita/Use RateTotal

20,000Attributed Lives

$11,500$230MCost of Care

$2,900$58MHospital Spend

19%300/10006,000 AdmitsHospital Use

5%$1,500$30MPost Acute

78%$500$10MPrimary Care
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Patients Are Slowly Choosing Value
MA Enrolment Increasing
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Orginzations Are Slowly Moving Into Value
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Fee For Service Strategies Can Support Transitioning to 
Value-Based Care

https://oig.hhs.gov/oei/reports/oei-02-15-00451.pdf

Managing hospitalizations, 
working to reduce avoidable 
hospitalizations, and finding 

alternatives to the 
emergency department

Working to address 
behavioral health 

needs and the 
social determinants 

of health

Focused on
better supporting 

physicians

Improved patient 
relationships, 

including increasing 
the number of annual 

wellness visits

Doing a better job
of managing 

beneficiaries with 
costly or complex 

care needs

Managing relationships with skilled 
nursing facilities and home health 

by creating lists of preferred 
providers and doing warm handoffs 

into and out of post-acute care

Using technology to 
improve care 

coordination and 
overcome 

interoperability issues. 
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We Are In The Midst of A Digital Industrial Revolution

Industry 1.0

Mechanization, 
steam power, 
weaving loom

1784 1870 1969 Today

Industry 2.0

Mass production, 
assembly line, 

electrical energy

Industry 3.0

Automation, 
computers, 
electronics

Industry 4.0

Cyber physical 
systems, internet 
of things (IoT), 
networks today

https://oig.hhs.gov/oei/reports/oei-02-15-00451.pdf
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Digital Health Requires Significant Capabilites

Advanced Analytics HEALTH plan platform

Layer of engagement
Systems of consumer and 
patient engagement (e.g., 
search, wearables, e-
commerce, behavioral
health aps, IoT)

Layer of intelligence
Systems to convert data 
elements into insights and 
intelligence to inform or 
drive actions

Layer of 
infrastructure
Systems of data capture, 
curation management, and 
interoperability

Supports 
payment and 
financing

• Payment structuring and 
financing 

• Digital and automatic 
payments

• Savings accounts
• Benefits/insurance coverage

Leverages 
support services

• Transportation service
• Faith institutions
• Community
• Family
• State assistance

Connects consumers 
with traditional 
modalities of care

• Pharmacy 
• Hospital
• Ambulatory clinic
• PCP/specialist
• Care team 

coordination

• Diagnostic 
tools & 
support

• Scheduling
• Quality

Integrates home, 
near-home, and 
virtual care services

• Self-service solutions
• Monitoring tools
• Compliance & adherence 

tools
• Home health
• Virtual care
• Retail clinics

Tracks 
daily life 
activities

• Nutrition
• Fitness
• PT & Rehab

Financial 
data

Social 
structure 

data

Provider-
generated 

data

Patient-
generated 

clinical data

Health and 
wellness 

data

Source: McKinsey
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AI Has Been In Development For Decades

These relay switches 
underneath the floor of 
the maze serve as the 
“brain” for Theseus, the 
maze-solving mouse.

Illustration of AlexNet’s architecture
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Acceptance Is The First Step At Moving Forward

Denial

• Wrong data
• Better care

Anger

• EHRs
• Burnout

Bargaining

• Sicker 
patients

• Defensive 
medicine

Depression

• End-of-life 
care

• SDOH

Acceptance

• Practice 
pattern

• Prices
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Population Health Uptake Varies by Market

“Moving to Population Health”“Dealer’s Choice”

“Wild Cards”“Steady Fee for Service”

State Regulation: Dominant health system 
may choose to move market to population 

health or remain fee for service

Employers Seeking Direct Health System 
Contracts: Markets with good opportunity to 
reduce TCOC and high competition will tend to 

transition quickly to population health

Physician Stance on Value-Based 
Contracting: Markets with little opportunity 
to reduce TCOC and limited competition will 

tend to remain fee for service

Consumers Demanding More Value and 
Convenience: Markets may stay fee for 
service or move to population driven by 

strategic choices of multiple health systems 
and payers

Level Competition HighLow
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A Cautionary Tale…Cornerstone Health Care 

Value-based compensation formula implemented

Old Formula New Formula

70/30 
Split

Site 
Revenue

30% 

Equal Share
Pool

Site 
Revenue

Site 
Revenue

Shareholder Shareholder Shareholder

Income Before 
Taxes (IBT)

PA Income: fee for 
service revenue, other 
revenue (primary care 
incentive payments, 
meaningful use, etc.)

Bills paid

Subtract base salaries 
25% MGMA, paid 

monthly

Cannot 
equal 
more 

than 90% 
of IBT

Distribution Pool

Bonus pool - paid 
quarterly

Efficiency Pool
If site is 

profitable, get 
proportional 

share

Value Pool
SH's get points to qualify for 
a proportional share (access, 

quality, satisfaction, 
citizenship, transformation)

Gainshare-paid 
equally to SH's as 
contracts mature 

(annually)

Leases

Utilities

Salaries, taxes

Supplies

Admin

Liability Ins

Benefits

Outside Services

70% 30%
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What Happened?
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Perspective Matters
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Key Questions For Governance

• How can we get clarity on our goals and develop 
governance to monitor progress?

• Is digitial a strategy or an enablement of strategies 
or both?

• We are 10 years into a transition cycle that could 
be 20+ years. What is the rate of change in our 
market?

• How developed are our operations to support value 
care delivery?

• What is ability to managing performance risk?

• Do we have governance and management to 
successfully manage for both volume and value?
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THANK 
YOU


