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Presentation Overview

• Updates on the Deficit and Healthcare Reform

• State of the Economy

• Shifting the Focus Toward Value

• How HFMA Helps Providers Move Toward 
Value
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Updates: The Deficit and Healthcare Reform
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Agreement on a Deficit Reduction Plan Is 
Still Elusive
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Federal & State Budget Deficits: 
Approaching a Tipping Point

• Within 10 years. . .
– Medicare spending is expected to increase 70%

– Healthcare spending is projected to drive the federal 
budget deficit to the crisis point

– Additional reductions in federal outlays for Medicare 
and Medicaid are likely

– Additional significant federal economic stimulus 
is unlikely
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Future Deficits Are Tied to Federal 
Healthcare Spending
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Federal Debt Under CBO’s Long-Term Budget Scenarios
(Percentage of GDP)
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Supreme Court Ruling on ACA 
Expected in June 2012

1. Is the individual mandate 
constitutional?

2. Is the individual mandate 
severable (i.e., if it is found to 
be unconstitutional, does all 
of ACA fail)?

3. Does the Anti-Injunction Act 
prevent challenges to ACA?

4. Is the ACA’s expansion of 
Medicaid constitutional?
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Four Issues on Which the Court Has Granted Review

Preparing for ACA: 
Thought Leaders’ Opinions

8

A. Implement full scale preparations

B. Tailor preparations according 
to what may survive ruling

C. Defer any significant preparation 
until after ruling

How should providers approach ACA preparation as they 
await the Supreme Court ruling expected in 2012?
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ACA Work in Progress

On track with significant changes planned or likely

On track but subject to legal or legislative challenges

Dependents Covered 
to Age 26

Small Business 
Tax Credits

High-Risk Pools

Medicare and 
Medicaid DSH Cuts

FFY2010 2011 2012 2013 2014 & 
AFTER

Bundled Payment 
PilotPenalties for High 

Readmission Rates*
No Federal Matching 

for Medicaid 
Hospital-Acquired 

Conditions*

Market Basket 
Update Productivity 
Reductions Begin

Independent 
Payment Advisory 

Board
Accountable Care 

Organizations Pilot*Not-for-Profit 
Requirements Begin*

Reduced Payment 
for High Levels of 
Hospital-Acquired 

Conditions

Ends Rescissions 
and Coverage 

Limits
Community Health 
Center Funding*

Report Healthcare 
Benefit Value 

on W-2*

Increased Medicaid 
Payment for Primary 

Care Physicians 

Administrative 
Simplification

Co-Ops Established*

Guaranteed Issue

Individual and 
Business Mandates

Exchanges and 
Affordability Credits*

Medicaid Expansion

Implemented

On Track

*Denotes that proposed or final rules 
have been issued for these pending items

HHS Seeks to Give States Leeway with 
Exchange Implementation

• Proposed rules offer states broad flexibility to design & regulate 
insurance exchanges

• HHS policy defining essential benefits allows states to choose a 
benchmark plan that reflects scope of services in a “typical 
employer plan”

• States that can show progress toward implementation of exchanges 
may be granted “conditional approval” in early 2013

• HHS obligated to step in and run exchanges for those that can’t—
or won’t—meet 2014 deadline
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Can the Federal Government Launch 
the Federal Exchange on Time?

• Technical challenges
– Data collection and integration

– Establishing linkages with 
systems in all 50 states

– IT staffing

• Political and financial challenges
– Supreme Court ruling

– 2012 presidential and 
congressional elections

– Funding
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Source:  CBO letter to Nancy Pelosi – March 18, 2010

Health Insurance Exchanges
Impact on Employer-Sponsored Insurance

CBO Estimate (by 2019) 
(2% shift from ESI and non-group insurance)
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Other Estimates

What percentage of the 
population covered by ESI 
will shift into exchanges?

• 30%  (McKinsey) 

• 22%  (Holtz-Eakin)

• 4.5%  (Booz Allen)

• 1.8%  (Lewin)

• ESI will grow8.7% (RAND)
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Source: PwC Health Research Institute Health Insurer Survey, 2011

Price Sensitivity: Consumers in the Exchange 
Are Likely to be Bargain Shoppers
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Selected Results from PWC Survey 
of Those Likely to Receive Coverage 
in the Exchange

Thought Leaders’ Predictions About
Impact of Exchanges on Payer Mix

A. Positive impact on payer mix

B. Neutral impact on payer mix

C. Negative impact on payer mix

14
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When health insurance exchanges become operational 
in 2014, provider organizations should expect:
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Insurance Exchanges: Key Questions 
Providers Should Consider

• Will your state’s exchange be an active or passive regulator?

• Do you expect employers to react?

• How price sensitive will exchange consumers be?

• How competitive is the insurance market in your area?

• How can you adapt your revenue cycle management?

• Are there opportunities for your health system to offer 
coverage through the exchange?

• Have you considered the impact of exchange payment rates 
on your organization’s performance?

15

Medicare Shifts Focus Toward Value

16

• Physician value modifier

• Value-based purchasing

• Readmissions 

• Healthcare-acquired conditions

Hospital 
Payment
Hospital 
Payment

Physician 
Payment
Physician 
Payment
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% of Medicare Inpatient Revenue at Risk from Qualit y Based Payments 

A Growing Proportion of Medicare 
Payment Is Linked to Quality and Value
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CMS Hospital Initiatives P4P

PROGRAM
TIME

FRAME
IMPACT ON HOSPITALS

Hospital
Value-Based 
Purchasing

Phases in 
2013 - 2017

• Pays incentives based on performance on quality measu res
• Up to 2% payment cut on all MS-DRGs (2017 & beyond)

Reduced 
Readmissions

Phases in
2013 - 2015

• Reduces payments to facilities with higher-than-ave rage 
readmissions 

� 20% of Medicare patients readmitted within 30 days 
(annual cost of $15B to Medicare [2005 data ])

• Payment reductions apply to all MS-DRGs 
• Maximum payment reduction is 3% (2015 & beyond)
• Begins with heart failure, heart attack, and pneumon ia, and 

expands to other conditions in 2015

Healthcare-
Acquired
Conditions 
(HACs)

Starts in
2015

• Reduces payments by 1% for hospitals in top 25% for HACs
• Payment reduction applies to all MS-DRGs
• Projected to save Medicare $1.5B over 10 years
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Value-Based Purchasing: 
Payment Components

19

DOMAIN EXAMPLE MEASURE
FFY 2013 
WEIGHT

FFY 2014 
WEIGHT

Clinical 
Process

AMI-7a: Fibrinolytic (thrombolytic) 
agent received within 30 minutes of 
hospital arrival

70% 45%

Patient 
Experience 

of Care 
(HCAHPS)

Overall rating of hospital 30% 30%

Outcome AMI 30-day mortality rate N/A 25%

Efficiency
Total Parts A & B spending in the 30-
day post-discharge period following 
an index admission

N/A N/A

TOTAL 100% 100%

ACA Payment Reform Pilots

What When What It Does

Accountable 
Care 
Organizations

2012

• Enables local provider networks that can 
manage the full continuum of care for all 
patients in their network to share in 
Medicare savings

• Based on fee-for-service payment

Medicare 
Bundled 
Payment

2013-2018

• Develops and evaluates bundled payments for 
care episodes on a national scale

• Bundles include acute, inpatient hospital 
services, physician services, outpatient hospital 
services, and post-acute care services

Medicaid 
Bundled 
Payment

2012-2016

• Allows up to eight states to pay bundled 
payments for care episodes

• Permits pediatric medical providers organized 
as ACOs to share in cost savings

20
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CMS Pioneer ACOs
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Note: A total of 32 organizations were selected for participation 
in the Pioneer ACO program.  Totals on this map exceed 32 because it 
shows states where ACOs will operate. 

New Payment Models Will Require Greater 
Hospital/Physician Integration 

22

Integration Trends
Over the next five years in your market, what level of consolidation/ 
integration do you expect to see between hospitals and the following?

Percentage Responding “Considerable”
Source:  HFMA Value Project Survey, March 2011
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Understanding New Payment Models in 
the Context of Provider Risk

23

Source: HFMA, Healthcare Payment Reform: From Principles to Action (2008), www.hfma.org/paymentreform
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Fee for 
Service

Per Diem

Episode 
of Care 

(Individual
Provider)

Episode 
of Care 

(Multiple
Providers)

Capitation:
Condition-
Specific

Capitation:
Full

Providers Lowest financial risk

Payers Highest financial risk

Patients Risk of overtreatment

Employers Risk of high costs
from inefficiency

Highest financial risk

Lowest financial risk

Risk of undertreatment

Risk of high costs 
from undertreatment

LOW PROVIDER 
INCENTIVE TO LOWER 
THE NUMBER OF 
EPISODES OF CARE

HIGH PROVIDER 
INCENTIVE TO LOWER 
THE NUMBER OF 
EPISODES OF CARE

Private Payers Are Also Shifting Focus 
Toward Value

24
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Employers Explore Value-Based 
Insurance Design

• Value-based insurance design 
removes barriers to obtaining 
healthcare services that are proven 
effective 

• Premise is to align out-of-pocket 
costs with the value of healthcare 
services

25

Fendrick AM, Smith DG, Chernew ME (2010). Applying Value-Based Insurance Design To 
Low-Value Health Services Health Affairs, 29(11), 2017-2021. 
http://www.sph.umich.edu/vbidcenter/publications/pdfs/HAApplying%20VBID%20to%20LowV
alueHealthServices1110.pdf

State of the Economy

26
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Consumer Spending Projected 
to Stay Low

• Individuals are still highly 
leveraged

• Demand for consumer goods 
is expected to remain low

• In the short term, consumer 
spending will not fuel an 
economic recovery

27

Unemployment Will Remain High

• GDP growth projections are 
too low to create job growth

• Unemployment will hover 
around 9 percent

• Loss of employer-sponsored 
insurance will continue to 
affect healthcare utilization

Source: U.S. Bureau of Labor Statistics. 
http://data.bls.gov/pdq/SurveyOutputServlet? 
request_action=wh&graph_name=LN_cpsbref3

28
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Major Employers Will Target 
Healthcare Costs

• In recent years, corporate 
earnings growth has been 
driven by cost cutting

• Healthcare costs will be 
targeted next, enabled by the 
soft job market

• Current increases in health 
insurance premium costs are 
unsustainable

29

The Recession May Not Be Over. . .

30
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Shifting Focus Toward Value

31

The Value Equation Seems Simple. . . 

Composite of patient outcomes, 
safety, and experiences

�
� Cost to all purchasers of 
purchasing care

�
�
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Patient 

Purchasers

Other 
Purchasers

(Employer, Government)

Payer

(Health Plan)

Provider

��

Patient self-pay, co-pay, 
deductible
Premium for individual policy
Employee premium contribution 
for employer-based policy
Employer payment of employee 
premiums (includes employee & 
employer contributions)

Payment as negotiated between 
payer & provider
Government payments per 
government-established rates

But in Health Care, It’s Complicated

Respect
Respect me as a person, 

not a case

Access
Make my care available 

and affordable

Safety
Don’t hurt me

Outcomes
Make me better

Patient

��

What Patients Want
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Consumers Will Also Expect More
Price Transparency

GAO Survey:  Finding Out  
the Price of  Knee  Replacement  Surgery

Hospitals contacted 19

Responded to request for cost estimate 17

Required more information before complete cost estim ate 
could be provided

• CPT code
• Length of time in operating room
• Model of knee to be used
• Type of anesthetic

14

Provided some price information
• Range of billed charges, e.g., $33K-$100K
• Average charge

7

Provided complete cost estimate
• Reflective of negotiated discounts
• Inclusive of all associated costs
• Identifying consumers’ out-of-pocket costs

0

35

Source: Government Accountability Office. September 2011. Health 
Care Price Transparency: Meaningful Price Information Is Difficult for 
Consumers to Obtain Prior to Receiving Care. 
http://www.gao.gov/new.items/d11791.pdf 

HFMA’s Value Project: 
Perspectives from Leading Providers

Define value in health care

Identify trends related to value

Identify ways to enhance value

Describe new care delivery models that 
create value

������� !"�#��$%"�#��&�'
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Value Project Provider Sponsors

37

Value Project Supporters
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How to Manage the Transition 
to Value

�
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Performance 
Improvement

Contract 
and Risk 

Management
People and 

Culture
Business 

Intelligence
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Transition to Value-Based Payment

For provider organizations, the most significant risk 
posed by the transition to value-based payment is:

A. Reductions in patient volumes and revenues

B. Costs of providing preventive care that are not 
reimbursed under the current system

C. Increased complexity and administrative costs as 
value-based payment structures proliferate

D. Increased risk without adequate rewards

E. Other

40



���������

��

Value Project Found Four Capabilities are 
Strategically Imperative

Collaboration, 
accountability, and 

communication 

Data and 
metrics

Measurement, 
assessment, and 
mitigation of risk

Elimination of 
variation, unsafe 
practices, and waste

�����

Performance 
Improvement

Contract 
and Risk 

Management

People 
and 

Culture

Business 
Intelligence
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Timing the Transition

I believe it is important for provider organizations 
to:

A. Actively pursue value-based payment 
opportunities today

B. Develop capabilities, but wait until value-
based payment results are better known

C. Focus on optimizing results under the current 
payment system

42
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Find the Nexus Between Reform and 
Value

• Participate in learning events

• Monitor proposed and final ACA regulations as they are 
promulgated 

• Use a multidisciplinary committee to identify and discuss 
cross-functional impacts of reform

• Model the impact of volume and payment changes

• Develop an action plan for thriving under reform and 
building value

43

How HFMA Helps

Thriving in a Reform Environment

• Updates on legal and legislative challenges to ACA

• Analysis and comments 
on proposed rules 
& regulations

• Implementation timeline

• Tools for providers

WHERE TO LOOKWHERE TO LOOK
�� www.hfma.org/reformwww.hfma.org/reform
�� Daily and weekly online newsDaily and weekly online news
�� hfmhfm magazinemagazine
�� ANI: The Healthcare Finance Conference ANI: The Healthcare Finance Conference 

44
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WHERE TO LOOKWHERE TO LOOK
�� www.hfma.org/valueprojectwww.hfma.org/valueproject
�� View and download reports, tools, & case studiesView and download reports, tools, & case studies

�� Use webUse web--based toolsbased tools
�� Webinar seriesWebinar series
�� Conferences, including the Leadership Conference Conferences, including the Leadership Conference 

and ANI: The Healthcare Finance Conferenceand ANI: The Healthcare Finance Conference

How HFMA Helps
Building Value

• Definition & context of value in health care

• State of the industry & future trends

• Blueprint for action for value-oriented
providers

45

WHERE TO LOOKWHERE TO LOOK
�� www.hfma.org/ leadershipwww.hfma.org/ leadership
�� LeadershipLeadership publicationpublication

�� ANI: The Healthcare Finance Conference ANI: The Healthcare Finance Conference 
�� hfmhfm magazinemagazine
�� Newsletters Newsletters 

How HFMA Helps 

Creating Value for Patients Through 
Business Success

• Retooling for value 

• Avoiding patient harm

• Navigating the regulatory maze

• Using technology to improve 
decision making

46
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WHERE TO LOOKWHERE TO LOOK
�� www.hfma.org/mapwww.hfma.org/map
�� MAP Event, Fall 2012MAP Event, Fall 2012

�� Revenue Cycle StrategistRevenue Cycle Strategist
newsletternewsletter

�� hfmhfm magazinemagazine

How HFMA Helps

Achieving Revenue Cycle Excellence

Application Deadline,Application Deadline,
2012 MAP Award2012 MAP Award

Feb. 29, 2012Feb. 29, 2012

47
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MAP Keys

Patient Access

• Point-of-Service Cash Collections 

• Charity Care

• Preregistration Rate 

• Insurance Verification Rate 

• Service Authorization Rate

• Conversion Rate of Uninsured Inpatient to Payer 
Source

Revenue Integrity

• Days in Total Discharged Not Final 
Billed (DNFB)

• Days in Total Discharged Not Submitted to 
Payer (DNSP)

• Late Charges as Percentage of Total Charges 

• Net Days Revenue in Credit Balance

• Denial Write-Offs as a Percentage of Net 
Revenue 

•

•

Claims Adjudication

• Aged A/R as a Percentage of Billed A/R by Payer 
Group 

• Days in Final Billed Not Submitted to Payer 

• Initial Denial Rate—Zero Pay

• Initial Denial Rate—Partial Pay 

• Denials Overturned by Appeal

• UB04 (837I) Clean Claim Rate 

Management

• Aged A/R as a Percentage of Billed A/R 

• Net Days in Accounts Receivable 

• Cost to Collect 

• Cash Collection as a Percentage of Adjusted Net 
Patient Services Revenue 

• Bad Debt

• Charity as a Percentage of Uncompensated Care 

• Case Mix Index 

• Cost to Collect by Functional Area

49
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How You Can Help HFMA 
Member-Get-A-Member

• Current members are our strongest 
recruitment link to new members

• Sponsors are eligible for incentives

• HFMA apparel items

• Prepaid gift cards

• Cash prizes

• Charitable donations
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Achieving Shared Goals as a Team

“My goal each year is to introduce 
promising young professionals 
and colleagues to HFMA and help 
integrate them within the 
organization. The HFMA network 
enhances their careers, 
strengthens our chapter, and 
allows us to follow their success.”

Debbie Teesdale
Member

Texas Gulf Coast Chapter
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HFMA Resources

• HFMA Value Project www.hfma.org/valueproject

• HFMA’s MAP for Revenue Cycle Excellence
www.hfma.org/MAP

• ACOs
www.hfma.org/ACOCompendium 
www.hfma.org/HFMASummaryACO

• Bundled Payment
www.hfma.org/BundledPaymentCompendium
www.hfma.org/bundledpayment

• Readmissions www.hfma.org/readmissions

• Value-Based Purchasing   www.hfma.org/valuebasedpurchasing
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