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Ready or Not, Reform Under Way
on balance, leaders say the healthcare reform law will improve quality,  

but access and utilization are concerns.  By PhiliP BetBeze

A
s a topic, healthcare reform 
is almost too big to fully 
evaluate. There’s a rea-
son the legislation runs 
900 pages. Further, most 
of the provisions in the 

Patient Protection and Affordable 
Health Care Act won’t reach matu-
rity until 2017. And it’s not even  
certain that the law will survive that 
long, what with many Republican  
candidates vowing to repeal it if they 
are elected. But healthcare leaders have 
to worry about what is, not what might 
be, and right now, PPACA is the law 
of the land. Whether or not the law is 
ultimately repealed, many of the dras-
tic changes taking place in healthcare 
today regarding strategy, composition 
of assets, and even the business model 
are already under way. Going back to 
the way things used to be simply is not 
an option. 

The pace of change is one reason, 
according to the HealthLeaders Media 
Intelligence Report Reform’s Impact: 
Staff and Service Cuts Expected. As the title 
suggests, healthcare senior executives 
who completed our Reform Readiness 
Survey expect to cut staff and services 
under the legislation. That is certainly  
not the outcome lawmakers who 
backed the plan say they expected, but 
the reality is that the law will increase 

About this Survey. The 2011 Reform Readiness Survey was conducted by the 
HealthLeaders Media Intelligence Unit, powered by the HealthLeaders Media Council.  It is part 
of a monthly series of Thought Leadership studies. In September 2011, an online survey was sent 
to the HealthLeaders Media Council. Respondents work in hospital, health system, or physician 
organization settings. A total of 264 completed surveys are included in the analysis. The margin 
of error for a sample size of 264 is +/- 6% at the 95% confidence interval. A detailed report and 
analysis can be found online after December 12 at www.healthleadersmedia.com/intelligence/.
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here are selected comments from the 
HealthLeaders Media Intelligence Report, 
Reform’s Impact: Staff and Service Cuts 
Expected.

“ACOs will drive physicians and  
hospitals apart.”
—president, physician organization

“Physicians are now interested in  
working more closely with the hospitals, 
both clinically and financially.” 
—Ceo, health system

“Departments that we have considered 
‘mission’ may need to go. We cannot con-
tinue to afford to keep money-losers.”
—Chief nursing officer, large hospital

“When we are paid less than our real 
costs to deliver, we can’t make it up  
in volume.”
—Ceo, midsize hospital 

“It is inevitable that consolidation will 
occur. As the pool of money shrinks, 
unlikely partners will come out of the 
jungle to feed on what is left.”
—Ceo, physician organization

“More professionals will have to be doing 
paperwork. We will have fewer profes-
sionals to take care of patients. We may 
have to cut off departments or services.”
—Ceo, health system

“Case management utilization review 
will take on a more prominent role. 
Reorganization of the nursing care 
delivery model will take place to ensure 
it becomes more cost-effective while 
maintaining the core requirements of 
what is needed to provide safe, quality 
patient care.”
—Administrator, small hospital

“As it becomes increasingly difficult to 
attain our target operating margin, in 
order to preserve our bond rating, we 
might have to take a hard look at admin-
istrative reorganization to reduce staff.”
—Ceo, midsize hospital

What Healthcare 
Leaders Are Saying

complexity and overhead, so such 
responses make sense.  

The good news is that most health-
care leaders, despite barely more than 
half supporting the law, believe it will 
lead to healthcare quality levels that are 
better (41%) or at least at the same level 
(23%) as they are 
today, for a total 
of 64%. What’s 
surprising is that 
only 40% believe 
the act will result 
in better access to 
healthcare servic-
es. Many pundits 
beg to differ. They 
insist that access 
will be the only 
element of health-
care PPACA will 
improve, because 
it ensures some level of healthcare cov-
erage for many of the currently unin-
sured. Also disconnected from the 
access question are leaders’ responses 

to the question of utilization. Fully 72% 
believe the law will lead to increased 
utilization of health services. How does 
that happen when access is tighter?

Marty Manning, president of Advo-
cate Physician Partners, the captive 
physician practice within Chicago’s 

Advocate Health 
C a r e ,  s a y s  i t 
might reflect the 
pent-up demand 
of the previously 
uninsured as they 
gain access to the 
healthcare sys-
tem. Indeed, while 
inpatient care 
and reimburse-
ment is expected 
to decrease, out-
patient care will 
grow as more of 

the previously uninsured are steered 
toward accessing care in locations other 
than the emergency room, which was 
the only place they could previously be 
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“The real fear is that 
you have reductions 

in utilization and unit 
price at the same time. 
That’s the double whammy 

that could really make it 
unsustainable for us as  
provider organizations.”

Setting aSide the ultimate deciSion by the congreSSional 
debt-ceiling Super committee, deScribe the effect on your 
organization of the uncertainty regarding medicare  
reimburSement rateS.

Severe disruption; requires  
complex contingency planning

Mild disruption; it’s just one 
more thing to deal with 

No disruption; it’s just  
political posturing

39%

56%

6%

in the wake of State medicaid reductionS, which of theSe  
ScenarioS haS affected your organization?

Fewer providers taking  
Medicaid, increasing volumes on 

those that do 

Increasing numbers of  
former Medicaid patients now 

uninsured/bad debt 

Reduction in our services due to 
Medicaid cuts 

State-supported health  
clinics closing

63%

52%

30%

19%

Multiresponse 
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guaranteed access to healthcare services.
Advocate, for one, is hedging its 

bets on reductions in utilization and 
reimbursement cuts by developing  
an accountable care organization  
business model. 

“The real fear is that you have reduc-
tions in utilization and unit price at 
the same time,” says Manning, the lead 
advisor for this report. “That’s the dou-
ble whammy that could really make it 
unsustainable for us as provider orga-
nizations. So we are very much looking 
at ACO models as the way to get back 
some of the savings that would be oth-
erwise taken out of utilization.”

On the negative side of the equation, 

an interesting data point revealed in the 
survey concerns the 43% of healthcare 
leaders who say their facility will likely 
cut services as a result of PPACA and 
the 55% who say they will cut staff as a 
result of the law. 

Advocate, says Manning, is attempt-
ing to avoid that fate by embracing the 
new theme of accountability for out-
comes via its ACO structure. Through 
a partnership with its biggest com-
mercial payer, Advocate has taken on 
215,000 attributed lives and also has 
150,000 full-risk, commercially insured 
HMO patients. 

“It’s about a fourth of our total busi-
ness, maybe a little more,” says Manning, 
adding that he expects it to grow rapidly. 
“Over the next two or three years, we 
hope that 75% of our business will come 
through ACO-like structures that will all 
be a little different. But foundationally, 
we will have one approach to the care 
delivery model, so it doesn’t really mat-
ter what specific contract plugs into it.”

intelligence rePort: reAdy or not, reforM under WAy

“We are very much 
looking at ACO models 

as the way to get back 
some of the savings that 

would be otherwise taken 
out of utilization.”
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Though Advocate is on the leading 
edge of ACO adoption, it’s far from alone 
in seeking ways to take advantage of the 
new model by being an early adopter. 
Still, a significant 32% of respondents feel 
the ACO concept, regardless of model, 

will fail, while another 36% believe a com-
mercial model, either current or to be 
developed in the future, will succeed.

Physician alignment has been a 
driving business imperative for a while 
now for many hospitals and health 
systems, but despite the fact that ACOs 

and value-based purchasing rules 
enacted by CMS are aimed at connect-
ing the gaps in coordinated care, only 
57% of our respondents think that the 
law will more closely align them with 
their physicians. 

Additionally, there’s not a lot of 
faith that the act or the changes it 
has loosed on the healthcare mar-
ket will help increase administrative 
efficiency. In fact, executives pre-
dict the opposite. Only 37% believe 
it will increase efficiency, while 50% 

believe efficiency will decrease under 
the law. However, contrast that opin-
ion with clinical efficiency and the  
attitude undergoes a 180-degree turn. 
Some 52% believe clinical efficiency 
will increase, while 37% believe it  
will decrease. 

ICD-10, a new coding system that 
more precisely identifies diseases 
and conditions for patients, presents 
the most serious problem associ-
ated with the act, according to the 
survey. Some 67% believe ICD-10 
implementation will be difficult or 
very difficult to implement, while 
only 23% feel the same way about IRS 
Form 990, for example, and only 44% 
say the same thing about value-based 
purchasing standards. The challenge 
of dealing with the overall effects 
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“Over the next two or three years, we hope that 
75% of our business will come through ACO-like  
structures that will all be a little different.”

after 2017, when moSt of ppaca’S proviSionS are Scheduled to have been implemented, rate 
whether the following will improve, Stay relatively unchanged, or deteriorate.

rate your level of Support for the following elementS of ppaca.

  improve  improve Somewhat Stay relatively unchanged        deteriorate Somewhat      deteriorate 

My organization’s delivery of quality healthcare services 16% 29% 36% 13% 6%

 

My organization’s delivery of efficient healthcare services 13% 28% 31% 20% 7%

The nation’s healthcare quality 13% 28% 23% 22% 15%

The nation’s healthcare efficiency 13% 22% 28% 16% 21%

The nation’s access to healthcare services 12% 28% 19% 21% 20%

My community’s access to healthcare services 11% 23% 27% 25% 15%

  Strongly  Support  neutral  oppose Strongly
  Support     oppose 

Medicare ban on physician-owned hospitals 21% 23% 26% 16% 14%

 

Mandates that require individuals to purchase health insurance 19% 25% 15% 19% 23%

Patient-Centered Outcomes Research Institute 16% 40% 31% 9% 5%

Health insurance exchanges 15% 34% 34% 11% 6%

Accountable care organization pilot program 11% 30% 38% 15% 8%

Expansion of Medicaid 10% 34% 23% 21% 12%

Independent Payment Advisory Board 6% 20% 34% 21% 17%
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of PPACA will be difficult or very 
difficult for 66% of the leaders who 
answered the survey.

Manning says integration isn’t 
the problem, but that hospitals and 
health systems need to look at ways 
to continue to subsidize money-
losing but essential services that 
improve and maintain patient expe-
rience and management.

“There are some parts in fully inte-
grated systems that are perennial 
money-losers if you look at them in 
isolation,” Manning says. “The possi-
bility of getting out of those services 
completely is a little tough if you’re 
really about value of care, because 
you need robust mental health servic-
es, for example, even at the primary 
care sites, to have a good patient 
experience and manage the patient 
correctly. I could see outsourcing in 
some cases, but not eliminating.”

Philip Betbeze is senior leadership editor for  
HealthLeaders Media. He may be contacted at 
 pbetbeze@healthleadersmedia.com.
reprint hlr1211-3
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About the HealthLeaders 
Media Intelligence Unit 
the HealthLeaders Media Intelligence 
unit, a division of HealthLeaders Media, 
is the premier source for executive 
healthcare business research. It pro-
vides analysis and forecasts through 
digital platforms, printed publications, 
custom reports, whitepapers, confer-
ences, roundtables, peer networking 
opportunities, and presentations for 
senior management. the HealthLeaders 
Media Intelligence unit is powered by the 
HealthLeaders Media Council. to learn 
more about joining the Council, please visit 
www.healthleadersmediacouncil.com/.
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RoundsHealthcare reform has become such an overused term that healthcare leaders are almost 
numbed by it. It encompasses so many changes—from the way healthcare is paid for to how it’s 

accessed—that it calls into question almost everything leaders think they know about how to 
best run a hospital, health system, or physician group practice. the term also references a multi-

year change, so leaders are doing the best they can to break down strategies necessary to survive 
and thrive under new rules into more easily digestible steps. In october, we held a roundtable 

with some of the industry’s top strategists to discuss findings in the latest HealthLeaders Media 
survey on reform readiness and to come up with several sharable insights into how to frame and 

enact many of the strategies that will ensure survival in the turbulent environment to come.  
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heAlthleAderS: Many are predicting 
that funding for the Patient Protection and 
Affordable Care Act will be short or that 
parts of the law will be repealed. How does 
that affect how you prepare? 

Peter BruMleve: Regardless of 
whether it gets repealed or funded, pri-
vate market forces will still act in trying 
to fix the fundamental issues in health-
care. So we look at the act as a stalking 
horse for what we eventually have to do 
as a system. We’re a large group prac-
tice that has hospitals and clinics, and 
we have roughly a thousand salaried 
physicians. Our single biggest granular 
concern is about the cuts in Medicare 
payments to physicians surrounding 
the sustainable growth rate formula. 

heAlthleAderS: What about issues 
with the congressional debt commission? Are 
you preparing as though it will fail to find 
enough savings, thereby instituting auto-
matic cuts across the federal budget? 

Annette WAlker: We’ve had some 
discussions about whether or not auto-
matic cuts would be less painful than 
if they actually implement specific 
cuts. As Peter alluded to, we are very 
concerned about automatic cuts in 
physician reimbursement. But the pri-
mary discussion we’re having around 
reimbursement is how we prepare to 
survive on current Medicare rates. The 
reductions are significant enough that 
it’s a most pressing issue. When we saw 
the world was changing well over a year 
ago, we started working on solutions to 
these types of challenges. 

MArty MAnning: Our best-case sce-
nario as an industry might be if the 
[congressional] debt commission failed 
because we would then presumably 

only be subject to the same kinds of 
across-the-board cuts that everybody 
else would be. The real problem is on 
the utilization side. So we’re very much 
looking at the ACO models as the way 
to get back some 
of the savings that 
would be otherwise 
taken out by drops 
in utilization.

B r u M l e v e : 
While we break 
even or even make 
a little bit of mar-
gin on Medicare 
today, any cuts are 
a game-changer 
because we’re right on the line now. 
Also, in Texas, we just took an immedi-
ate 8% cut on Medicaid, so we’re going 
to be running out of room. And of 
course the private payers are unwilling 
to continue to subsidize. Then you add 
some estimates that 30% of employers 
are going to be dropping healthcare 
and giving vouchers to their employees 
to go into the exchanges and they’re 
getting out of the healthcare business. 
We get all that. 

WAlker: Those big game-changers 
are going to be seismic alterations to 
the landscape. We’ve been through 
Medicare cuts before, but not accom-
panied by such significant decreases in 
the commercial market.

heAlthleAderS: What contingency 
planning can you make for those issues?

BruMleve: We’re not worried about 
quality or transparency because that’s 
what we should do anyway on the 
patient’s behalf. But in terms of the 
reimbursement rates coming down, 

we think we can continue to blunt that 
through our essentiality in our local 
market. There really is no way that a 
commercial payer who wants to con-
tinue to be in the business can market 

health insurance 
to  employers 
or individuals 
without us in the 
network. But it 
doesn’t mean the 
pressures aren’t 
constant and real 
in terms of, well, 
Medicare did it, 
so we’re going to 
do it. So in fact, 
we’re trying to 

entice some of the commercials to 
enact some of the metrics in terms 
of quality and volume and bundled 
payments and payment for episodes 
of care. 

heAlthleAderS: What’s your sense 
about employers and whether they will be 
dropping coverage in order to force people 
into the exchanges?

MAnning: It’s a little murky yet what 
the reaction will actually be. The groups 
that go to the exchanges first are the 
small employers and individuals, and 
that’s even harder to get a pulse on 
because there’s so many of them. But 
in our discussions with payers, getting 
ready for the exchanges is a big motiva-
tor for them. One of the things we’re 
trying to do is shift the terms of the 
debate and how they even look at the 
problem, from one focusing exclusively 
on unit costs to a focus on total cost per 
member per year. The way payers and 
employers purchase the product today 
is still based on a discount-from-charges 
mentality wherein a deeper discount is 

Roundtable Highlights

roundtABle: reforM reAdineSS

“While we break even  
or even make a little 

bit of margin on  
Medicare today, any 
cuts are a game-

changer because we’re 
right on the line now.” 
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of our total business, maybe a little 
more. But to this point about living in 
the two worlds, we’re going to be doing 
something like this with our own 
employees starting January 1. Founda-
tionally, we will have one approach to 
the care delivery model. So it doesn’t 
really matter which specific contracts 
plug into that model—there may be 
slightly different rules about attribu-

tion or the per-
cent of shared 
savings, but it’s 
the core infra-
structure that 
we’re focused on 
developing now.

WAlker: We’re 
more interested 
in the commer-
cial ACO market, 

and there’s a lot of activity putting 
deals together with different insurers. 
Our concern is how the insurers are 
going to translate the savings into pre-
mium rate reductions. The market will 

adjust in the long run, but in the short 
run we’ll experience the reductions 
with little benefit on the employer or 
patient side. 

BruMleve: We think we have an 
additional advantage in that we have 
our own health plan component to 
help administer all of this stuff. You 
really have to consolidate providers in 
order to do it, and it becomes a par-
ticularly unique problem in rural areas, 
which we cover a lot. Receiving preap-
provals from the [Federal Trade Com-
mission] and [Department of Justice] is 
obviously a concern for us. So it would 
be glib or cavalier to say that we’ve got 
this figured out. It would be a gross 
overstatement even for an organization 
that’s highly integrated like ours. 

WAlker: We know we need a struc-
ture different from what we have  
now. It will be a transformative—not 
incremental—change, with the objec-
tive of creating something much more 
efficient, with less waste in the system. 

better, but there’s not a lot of sophistica-
tion yet in looking at the total care that 
they are buying. So we’re trying to move 
our payers in that direction.

WAlker: In California, we’ve seen 
rapid movement to narrower net-
works, which is the precursor to 
exchanges. Payers are moving to nar-
row networks to get a more reason-
ably priced product. Very quickly, 
large numbers of patients are mov-
ing into exclusive, narrow networks 
and, although our organization has 
been successful in getting into some, 
you can’t be in all of them. We’re also 
rapidly engineering ourselves to be 
able to participate in the exchanges. 
It’s a struggle. If price is the determi-
nant of how patients access you, it 
doesn’t matter how exceptional your 
care is. And if you fail to make yourself 
accessible to your community because 
you’re too expensive, how are we really 
meeting our mission?

heAlthleAderS: Sounds like we’re 
talking about accountability. So let’s talk 
about ACOs. What are some of the forces that 
are acting upon you in that regard?

MAnning: We’ve already entered 
into a shared savings or ACO-like 
a r r a n g e m e n t 
with our largest 
payer. ACO is a 
politically loaded 
term, so we try to 
finesse that a lit-
tle. We now have 
215,000 attrib-
uted PPO lives 
t h r o u g h  t h a t 
contract,  plus 
about 150,000 at 
full risk—commercially insured HMO 
patients—so we’re getting to the criti-
cal mass necessary to transform the 
way we organize the delivery of care 
and get paid for it. It’s about a fourth 

peter brumleve 
Chief Strategy officer
Scott & White Healthcare

“We’re not worried 
about quality or  

transparency because 
that’s what we should 

do anyway on the  
patient’s behalf.”
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darlings of reimbursement. And those 
are delicate situations because FQHCs are 

allowed to not just 
take care of what 
they were purposed 
to do, but now they 
can take any and all 
commercial payer 
contracts and actu-
ally compete for 
and deliver care to 

patients that we would like to have come 
to us. We try to work cooperatively with 
them. The point is, we are all going to  
create new collaborations.

WAlker: Historically, the hospital 
business has been great at building 
hospitals. Now, we obviously need to 
make some other investments. It’s a 
hard mind-set to shift from the hospi-
tal mentality to the continuum men-
tality, but we’re making that change. 
We’re going to find a different way to 
use the assets that we have and maxi-
mize their capacity, because I think 
probably every hospital has excess 

It should be something that focuses  
on outcomes and gives healthcare 
providers a real 
opportunity to 
realize their mis-
sion of caring for 
the community. 
Ultimately, when 
we will maximize 
the value of what 
we provide to 
patients, we will have led a critically 
important transformation. 

heAlthleAderS: What are the missing 
pieces to your respective ACO strategies? 

BruMleve: We feel like we pretty much 
have all the pieces already—everything 
from wellness programs to outpatient, 
acute, and postacute settings and home 
health. But looking at the Medicaid pop-
ulation, that’s going to require complete-
ly different models, as we’ve all identi-
fied We’re working much more closely 
now with [Federally Qualified Health 
Centers], partially because they’re the 

capacity, whether it’s space or expen-
sive equipment. We’re clearly begin-
ning to make decisions differently on 
any future capital investments. New 
partnerships are also important, such 
as flowing patients through skilled 
nursing in ways we haven’t done 
before. There are new relationships, 
too, with community and healthcare 
sectors that really aren’t yet on the 
radar. Also, we have to look at the IT 
support that’s going to better facilitate 
moving information with the patient. 
As other organizations are going to 
look toward us as part of a partner-
ship, IT will be probably one of the 
first things on the table. 

MAnning: The game now is not 
about managing silos; it’s about 
managing the transitions of care. It’s 
a whole paradigm shift. With skilled 
nursing, for example, we’re going 
through an RFP process to determine 
our preferred partners. We’ve actu-
ally been pleasantly surprised by the 
responsiveness of these skilled nurs-
ing facilities and their willingness 
to come to the table and share their 
quality data and talk about improving  
medical management.

WAlker: We have expertise that 
skilled nursing facilities and others 
have never been able to afford. As a 
community partner, we can help them 
with these needs.

BruMleve: Even in a system like 
ours where we own everything, we’re 
going through a full portfolio analysis, 
which we’ve never done. We’re well 
aware of a couple of things. There is so 
much cash out there and investors in 
niches who do some things better than 
we do. We’re now looking for ways to  
monetize some assets from a balance 
sheet perspective and, where appro-
priate, sell some of those assets off to 
strategic partners who actually know 
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“We’re going to find  
a different way to use 

the assets that we 
have and maximize  

their capacity.”

annette walker 
executive Vp, Strategic Services
St. Joseph Health System
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BruMleve: The biggest fear from a 
strategic and a margin perspective is 
that the entire category, not to men-
tion our organization, does become 
commoditized. Insurance is already 
a commodity. So when providers 
become part of insurance entities, it’s 
still an insurance entity. And I think 
it’d be tragic from my personal point 
of view to see providers, physicians, 
hospitals, and everything else included 
become so commoditized that the 
only point of differentiation is price. 
So I think even with quality metrics 
and everything else, as marketers and 
as stewards of the brand for the next 
generation in these organizations we 
run, the question is, how do you best 
position and differentiate yourself 
if the consuming public is really just 
looking at price? 

MAnning: I’ve been observing the 
acquisitions of practices by insurance 
c o m p a n i e s .  I 
think this will be 
a short-lived phe-
nomenon. The 
direction we need 
to go is pushing 
care down to mid-
level providers, 
doing things with 
t e l e m e d i c i n e , 
using technolo-
gies, engaging 
patients through 
benefit design 
and self-management and education. 

WAlker: I understand the model, 
but I’m not sure it will work in this cir-
cumstance. Particularly, will physician 
providers find it satisfying to be under 
the insurance umbrella, as opposed to 
the provider umbrella?

heAlthleAderS: Back more gen-
erally to reform, our survey shows that 
many would like to repeal parts of PPACA.  

But at this point, with many large orga-
nizations trying to change based on the 
guidelines in this law, is planning already 
too far along?

WAlker: This law was a catalyst that 
set into motion irreversible trends in 
the market that are not going to reverse, 
no matter what the government does. It 
could be repealed today, and this train 
isn’t going to stop. There are aspects of 
our healthcare system that need to be 
refined and improved. For instance, the 
financing mechanism is pretty frail at 
best. Regarding the individual mandate, 
there’s really very little incentive to have 
or maintain insurance. But we should 
be focusing on how to make it work, not 
how to repeal it, because the present sys-
tem is undeniably ripe for change. 

MAnning: The things that are going 
to really make it work and drive out 
the excess utilization will be coming 

out of the [Center 
for Medicare and 
Medicaid Innova-
tion]. We’re just 
starting to see that 
now, so it’s almost 
p r e m a t u r e  t o 
comment on that 
definitively.

BruMleve: I 
concur. I think the 
train has left the 
station. As I said 

earlier, I think even if this thing were 
to be repealed in its entirety, the private 
market forces are already working on 
it. However, there are clearly aspects 
that should be significantly changed, 
refined, or repealed that I think they’re 
worthy of note. One that’s already been 
identified is that the financial penalties 
for employers or individuals who opt 
out of insurance are clearly not weighted 
correctly. Another is the independent 
payment advisory board. As a 501(c)(3), 

how to provide specific services better.  
That is, as long as they can integrate 
with our medical record, use our brand 
appropriately—all the performance cri-
teria that you would rely on in any 
strategic partnership.

MAnning: Even if you are not inte-
grated financially, the model of care 
we are developing is actually more inte-
grated clinically, because right now the 
care delivery system has a lot of silos 
that don’t talk to each other.

WAlker: We’re the consolidators and 
the integrators.

BruMleve: Some systems, even in 
the billion, billion-and-a-half [reve-
nue] range, are going to become part of 
something bigger. Watching the leader-
ship in some organizations go through 
that turmoil, particularly with long, 
proud histories in their markets, is 
going to be tumultuous to say the least.

heAlthleAderS: Does that make you 
nervous, to offload care processes, given that 
the accountability goes to you?

BruMleve: Yes. Performance and use 
of our brand are two of the things we 
will be concerned about. And a third is 
obvious: Potentially offloading some of 
the human capital, not just the build-
ings, in a system that has so much heri-
tage in the markets that it operates in 
would not be a fun thing to do.

WAlker: I see us as the quarterbacks 
of these systems of care. Most likely, 
these systems will have our names on 
them. But there’s another variable 
in the market that I find interesting.  
For instance, when the insurance com-
pany is buying the physician groups, 
do the payers become the quarter-
backs? What dynamic is that going 
to create in the market and how will it 
change relationships?

“The large influx of 
new patients on a  
broken system is  

concerning because it’s 
doubtful whether the 

infrastructure can support 
this influx without  

having fixed utilization.”
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we could not take—and did not take—a 
position on repeal or passage of this act, 
but clearly we think the independent 
payment advisory board is fundamen-
tally flawed.

WAlker: The large influx of new 
patients on a broken system is concern-
ing because it’s doubtful whether the 
infrastructure can support this influx 
without having fixed utilization, out-
comes, and value equations. The poten-
tial exists to exacerbate the situation 
by driving up costs further because we 
haven’t got those elements in place yet.

MAnning: To underscore that last 
point, the law is very heavily consumer-
focused, and there is little in it about 
benefit design change or patient 
responsibility because that’s a politi-
cal third rail. That’s really the missing 
piece. And it’s still basically an open 
checkbook to get whatever service you 
want on demand wherever you want it.

WAlker: Yes. There’s not enough 
skin in the game. I’ve always thought 

that HMOs did a great disservice to this 
country by making everybody think 
every service should be $10. People 
developed a men-
tality of entitle-
ment that grew 
u n d e r  H M O s . 
There are still not 
clear incentives for 
keeping yourself 
healthy. Everybody 
just gets an across-
the-board higher 
premium. Employ-
ers are starting to 
provide some per-
sonal incentives, 
which is positive, 
but we still have a 
long way to go.

BruMleve: There’s another huge 
issue that needs to be addressed. As an 
academic medical center, we have the 
same three-part mission as any academ-
ic medical center: to provide outstand-
ing clinical care, research, and educa-
tion. The lack of real attention in the 

act to bringing along the next genera-
tion of doctors and other providers is 
simply stunning. Even if we could find 

30% waste in the 
U.S. healthcare 
system, the baby 
boom is coming 
on like a freight 
train. We are not 
dealing with phy-
sician or other 
provider supply 
in an effective 
fashion in this 
act. A reduction 
in [Indirect Medi-
cal Education] 
funding through 
M e d i c a r e  t o  
an organization 

where more than half the residency 
slots are already fully funded by us will 
be extremely challenging.

WAlker: Healthcare has looming 
human resource issues. The students 
want to get into the universities to train, 
but the programs don’t have capacity. 
Those in school aren’t being trained 
to meet the needs of the future. And at 
the hospitals, we aren’t being efficient 
enough to maximize the capacity of our 
personnel right now. Compound this 
situation with the problem of clinical 
work force age demographics, and it’s a 
perfect storm.

BruMleve: Our take on it as we 
watch our most senior physicians retire 
is that it takes 1.5 to 1.6 new physicians 
to fill in that void just from a work 
habit perspective.

MAnning: The other issue is that 
there are a lot of small private practices. 
While the employed groups are grow-
ing, a lot of the smaller practices are just 
not backfilling—creating their succes-
sors. They’re just going to go away. 
reprint hlr1211-3
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marty manning
president 
Advocate Physician Partners
Advocate Health Care

“The law is very  
heavily consumer- 

focused, and there is 
virtually nothing in it  
about benefit design 

change or patient  
responsibility because 

that’s the political  
third rail.”
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