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Peter Drucker on Hospital
Management

1. “The four hardest jobs in America (hot
necessarily in order) are: President of the
United States, a university president, a
hospital CEO, and a pastor.”

2. "Health care is the most difficult, chaofic,
and complex industry to manage today.”

3. “The hospital is altogether the most

complex human organization ever
devised.” @
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COVERAGE
= EMTALA regulations (inpatient transfers and
specialty care)
= Individual responsibility requirement protection
= Kental health services (coverage, parity and
access)
= Undocumented immigrants
= ACA legal challenges
= ACA implementation:
- Enroll Amerio
- Healkh insurance exchanges (basic
benefit package, subsidies, etc.)
-- Hmalth insursnos refanms
— Medicsid COVEREE EKDENSHONG

DELIVERY SYSTEM IMPROVEMEMNTS

= ACcess to capital
- FH& Expansions |Section 242 programi)
= Clinical integration
— Legal biers
— Misdicare Conditions of Partidpation
= Corporate practice of medicine [state)
= KCD-10 implementation
= Indian Health Service contract senices
= Medical liability reform
= Treatment of federally qualified health centers

= ACA implementation
- Aocouniabie care arganizations
- Administratine simpiiffcation
- Bundling
— Center for mnovation
-- Eain-sharing
— Midical hames
- Mizdical limhility re=form (demonstration projects)
== Fhysician seH-referal
- Price transparency
 badion] das e rS CreETanE DTt

EXPIRIMNG PROVISIONS

FEDERAL BUDGET

* Platforms
— President's budget
— Congressional bucdiget resolution
- Dbt [imit excbension
- Dffsets o finance other pragmms jost-go)
-~ Ortier defficit reduchion initisties
- Annusl approprintions

= ACA implementation funding

2011
ADVOCECY MGEHDA

HEALTH INFORMATION TECHNOLOGY

= Certification,/grandfathering
= Eligibility for HIT funding (cancer; post-acute;

peychiatric; and Puerto Rico)

» Health nformation exchanges
mMeaningful use/fexibility (Stage 1/5tage 1)
= Multi-campus

MEDICARE

= Annual regulations

- Clinical labomatory s=nices
- Home health serices
— Hospio: cane:
— Inpatient servioes
* Coding ot
- Rehabilitation hospital servioss
— Dutpatient servioes
E—

= Cynosr homzinh |pomibls bephlation |
= Bafprtiore for mailtipks therspy sarsican

— Physicisn services
— Psychiatric servioss
- Skilled nursing scilities

= Annual BMEDPAC recommendations
= Other key payment issues

— Aren wage index®

— DIME competitive bidding

— LTCH participation criteris

~ haedicare servicoe sUthorizstion imsuss

= Pypriciarse Faca-to-Faca [ -]
reCET=a hoara Feast b g winm
Trpricl (e ik

- Ohservation status

- Fremium support®

- Rural paciage

- Urbamn Medican: dependent hospitals adjustment

FasiTk/SHI

PERFORMAMCE IMPROVEMENT

Care at the end of ife
= Medicare Conditions of Participation (deeming

requirements)

= Patient safety organizations

= Patient safety initiatives

= Public reporting of quality data

= Quality improvement ocrganizations

- Spending variation (spending variation)
= ACA implementation:

— Disparities in cane (reporting requinsments)

— Hospital acquired conditions |legisiation)

— Mational quality strategy

-- Patimnt centered outcomies ressarchy sty es
- Quality reporting

— Resdmissions (legiskation)

— Spending wariation [studies)

- Walue-oemad purchasing

PREWENTION & WELLNESS

= ACA implementation

pnal Prevertion, Health Promotion and Public Health

REGULATORY RELIEF

= Misuse of False Claims Act

— Defibrilatar implanteticn
~ Kyphoplasty

= Recovery audit contractors

WOREFORCE

= Health manpower supply

—Foreign physicisn snd nurse supply
- Incressed Medicane SME siots

= MLRE, Dol and other regulatory inttiatives
= Scope of practice (state)
= LCA implementation:

- Mational Workforoe Commissian



Minus
Healthcare-

Reduction for Non-

Compliance
currently applied

FFY 2015

Minus MM:?”S
Productivity _ Medicare
Disproportionate
Offset .
EFY 2012 Share Hospital

(DSH) Cuts
FFY 2014

Minus

Minus Acquired ;
Quality Pay-for- Conditions MS:SLZ%?# lfJoSre
Reporting Penalty

Non-Compliance
FFY 2015

Minus ) ] FFY 2013
Readmissions Minus Minus
Penalty Coding Pre-
FFY 2013 H Adjustment Determined ,
M edl car e FFY 2011 Reductions Mmqs
currently applied Growmg

Minus
Value-Based
Purchasing Pool
Carve-Out

Underfunding of
Sole Community
Provider Match

County Funding

Minus
Direct
Outpatient
Payment

Cuts
11/1/2010

Medicaid

Minus
Medicaid

Minus
Medicaid
Recovery Audit
Contractors

Minus
Defaults to

90% FFS
(RAC) (DSH) Cuts
for Salud 4-1-2011 ? FFY 2014
Rates

Minus
Limited Non-
Medically
Necessary ER

Services
11/1/2010

11/1/2010

Minus
Non-Payment
for Hospital-

Associated

Conditions
7/1/11

Minus
Limits on 340B
Drug Savings
Pass-through
11/1/2011

Disproportionate
Share Hospital

Associated
Conditions

Commercial
Payers

Lowering
Hospital E&M
Code to ED
Physician Code

Minus
Readmission

Non-Payment
4-1-2011?

N @

\—/
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Health Delivery Reform

(informal and formal)

 Accountable Care

Organizations (ACO) More Integrated Care

« Bundling *More At-Risk
. . *More Accountable
* Hospital Readmissions Health Care
* Value-Based Purchasing *More Primary Care
(VBP) (Value not Volume)
eff. 10-1-12
Expanded Coverage @
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Figure 2. Employer Premiums as Percentage of Median Household
Income for Under-65 Population, 2003 and 2009

0%, w Bl 78% or more
{) B 16%-17.9%

] 14%-15.9%
[ 1 Less than 14%

Data sources: 2003 and 2009 Medical Expenditure Panel Survey—Insurance Component (for total average premiums
for employer-based health insurance plans, weighted by single and family household distribution); 200304 and
2009-2010 Current Population Surveys (for median household incomes for under-65 population).




The costliest quartile accounted for 83% of Medicare spending....

Chart 1-10. FFS program spending is highly concentrated in a
small group of beneficiaries, 2006

100%
T et T Nexta%

90% 4 costly 1% Next 5% 14% BN

80% A Next 15%

70% 1

60% - Second quartile | a0,
g
© 50% f
L
o

40% A

30% A

Least costly half
20% 1
10%
0% «— 4%

Percent of beneficiaries Percent of program spending




Medicaid expenditures — the largest and fastest growing portion of
many state budgets — increase even faster during economic
downturns as enrollment grows...

Percentage Change in Medicaid Expenditures and Enroliment,
FY1998 — FY2009

Medicaid Expenditures —8— Medicaid Enroliment
14% -

12% -
10% -
8% -
6% -
4% -
2% -

O% T T
2% -/

4% -
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Percent Change

Source: Smith, V., et al. (September 2008). Headed for a Crunch: An Update on Medicaid @

Spending, Coverage and Policy Heading into an Economic Downturn. Kaiser Commission on
Medicaid and the Uninsured.
*FY2009 figures are projected in above study. New Mexico
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...even as state tax revenues drop.

Percent Change in State Tax Revenue and Medicaid Spending
Growth, FY1996 — 2009

14% - State Tax Revenue —8— Medicaid Spending
12% -
10% -
8% -
6% -
4% -
2% -
0% . . . . .
2% -
4% -
6% -

Percent Change

1996 1997 1998 1999 2000 2 3 2004 2005 2006 2007 2008 2009*

Source: Boyd, D., et al. (November 6, 2008). State Tax Revenue Now Flat, for the First Time

Since 2002 Recession: After Weak Third Quarter, Further Declines Likely Lie Ahead. The

Nelson A. Rockefeller Institute of Government; Smith, V., et al. (September 2008). Headed for a

Crunch: An Update on Medicaid Spending, Coverage and Policy Heading into an Economic New Mexico
Downturn. Kaiser Commission on Medicaid and the Unigsured. Hospital Association
*FY2009 Medicaid figure is projected; FY2008 revenue figure only includes the first quarter.




Medicaid Budget =

Covered Benefits
X

of Enrollees
X

Provider Rates
(or “efficiency”) @
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Medicaid OP Cuts

Effective 11-1-10

~$150-$200M Total Impact

44% cut in Medicaid OP reimbursement
20% cut in Total Medicaid reimb.

3-5% cut in total patient revenue

More to come? (FY12 - $50M GF shortfall)

New Mexico
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Sole Community Provider Program

N.M. Medicaic

Federal
Program

Government

$1
Inter-Governmental = 1=
Transfers £y S .
_ s 5 £ S
(IGT) o g - ™
55 sz @
?’n R n A 8
Indigent Hosp. GRT ~ County %
Hosp. Prop. Tax | Payments %
Public Hosp. Payment = :§
County GF 2 [T 8
5 = =
The “Upper Payment” Calculation (UPL) | 5 &
s E
§ § $4
%) § \ 4
Hospital @
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2011 Legislative Session

Disclosure to patients )
Patients Bill of Rights
Medical Harm Disclosure |  Scci! personal
Charges to the Uninsured

Medical malpractice amendments .

Medical Board subpoenas | Prooses
Hospital provider fees } o
Medicaid budget Financial

Teens @

New Mexico
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Federal Health Reform
Medicare hospital cuts begin in 2010

— National impact = $155 B
— State impact - $768 M + Over 10 years

Expanded Medicaid coverage and subsidized
private coverage doesn't start until 2014

New focus

— Readmission penalties: minimal impact at first

— Hospital-Acquired Condition penalties

— Value Based Purchasing: an un-winnable formula
— Accountable Care Organizations: largely undefined

Health Insurance Reforms @

New Mexico
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Healthy FC ontinued
Consumer E_H ealth

rPrE'I-'E:rItﬂh|E
F ondition

No
Hospitalization

7 :
Acute Care Efficient
: —* Successful
Episode

Outcome

ri—ligh Lost
Successful
Outcome

A

Fee-for-Service Pays More Complications, |
For Bad Outcomes and Less Infections,
When People Stay Healthy Readmissions

e
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GOALS OF PAYMENT REFORM

CURRENT PAYMENT SYSTEMS BETTERPAYMENT SYSTEMS

" Flexibility to Deliver )
Highest-Value
Services

Services Limited by

Specific Fee Codes
and Amounts

A

Ability to Remain
Profitable by Keeping
People Healthy

T F

Providers Lose Money
If They Reduce

Unnecessary Services

" Lower Payment and !
Loss of Patients for
Lower-Quality Care

Providers Are Paid the
Same or More for
Poor Quality Care

" Adeguate Payment )
without Need to
Cross-Subsidize

Payment Levels Don't
Match Achievable
Costs of Services

L

‘ Providers Paid More )
to Care for Sicker
Patients ) r

e
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Providers Paid More
to Care for Sicker
Patients

11111




DIFFERENT FORMS OF ACCOUNTABLE CARE ORGANIZATIONS

HEALTH CARE EXAMPLES OF
PROVIDERS COST REDUCTION
INCLUDED OPPORTUNITIES
Level 4 L__TJU_EEFI'EEEEH_"' ! En::u:ardinatled Health |
e b e and >ocial >ervices |
ACO [Safety-Net Clinics | L Support |
Level 3 'L ______ Hospitals | : y improved :
ZoooooDozoooooooooooooozod dNagementor |
ACO [?HJE_TS_F“_*E[E“_E*?' : ComplexPatients |
Level 2 F'H%JES;'E_"_IEHEE'E I Imprﬁuﬁd Gutcafre:esp_i
iolog ! and Efficiency for |
ACO __[_:'_’F__E’_FEE’_'_'E?:LE_E::E! Major Specialties |
Level 1 FPEIT“E_W_: IrP_(r}lT“na_ry_: Heductiﬁlniﬂ
are | | Lare Preventable ER
ACO  |Practice; [Practice; Visits & Admissions
‘Prmary | {Pnmary |

e e e e e e e e | | ——
| e

[ ST S —— | L S — |

Appropriate Use of
Testing/Referral

Prevention &
Early Diagnosis

[==7T-""T-""T1""

QL [ Qe ——|

20

e

New Mexico
Hospital Association




Healthy " Continued I
Consumer| | Health I
by
P - I
Preventable No |
I Condition Hospitalization :
: ! Acute Care | ( SILETET 1!
0 Episode Successful I
i \ P ) . Outcome I
1 . - - A
0 Comprehensive figh-Cost ~ |
I Care Payment Sl
i A Single Payment For All Care Needed . Outcome :
[ From All Providers During rﬂﬂmp“cﬂﬁﬂ“g:
i The Course of the Year: Payment Would be Infections I
| Higher for Sicker Patients | Readmissions _ :

FIGURE 8

e
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Healthy
C

Continued
onsumer

Health

Preventable
Condition

I
Episode-of-Carel
Payment

A Single Payment
For All Care Needed
From All Providers in

the Episode,

With a Warranty For
Complications

=

Mo
Hospitalization

) [ Efficient,
Successful
Outcome

High-Cost
Successful

. Outcome |

Acute Care
Episode

g L

A

Co I'I'I|]-|i(:-ﬂtiﬂﬂ5:
Infections,

Readmissions
—"""-_-_-_-_-_-'Il

e
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Self-Assessment for Rural and Critical Access Hospitals

Physician Alignment Quality

Financial position

—

Little alignment or integration; Below state average
medical staff comprises on 95 percent of
small, independent physician core measures
groups

a%]

Employment out of necessity;
state of relationship with
independent physicians is
varied

Meet state average
on 50 percent of
core measures

3 Mix of employed and
independent physicians;
fragmented approach to

physician alignment

Meet state average
on 75 percent of
core measures

4 Mix of employed and
independent physicians;
development of strategy and
consolidating body for
alignment between hospitals
and physicians

Meet state average
on 90 percent of
core measures

) Full integration with
physicians; have alignment
organizations with physicians

Meet or exceed state
and national average
on 95 percent of
core measures

Source: Trustee Magazine, January 2011

High cost per unit
of service

Moderate cost per
unit of service

At the median cost
per unit of service
across the region

Respectable cost
position in market

Lowest cost
provider in region

23

IT platform

Not able to fund
current depreciation
expense

No inpatient or outpatient EMR

Funding depreciation
but operating at a loss

Inpatient EMR

Breaking even from
operations

Inpatient EMR; private
physician practices have
pursued their own EMR

Positive operating
margin of 0 to 4
percent

Inpatient EMR; systemwide IT
strategy development has
been started; some physician
practices have integrated
system

Greater than 4 percent
operating margin

Systemwide IT implemented
and adopted by all users

New Mexico
Hospital Association




Bridges to Health
(targeted population segments)

Pregnant mothers and infants

Acutely ill individuals

Individuals with serious disabilities who are stable

Individuals with chronic conditions but have normal functioning

Individuals with chronic conditions who have limited reserve and experience exacerbations
Frail individuals (with or without dementia)

Individuals in a short period of decline before dying

oz e
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