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Overview
• Affordable Care Act Basics

• Deficit Reduction

• Future 



Southwestern states have higher rates 
of uninsured individuals.

Source: Kaiser State Health Facts.  2009.  Uninsured Rates for the Nonelderly by Age, 2007 – 2008.
Link: http://www.statehealthfacts.org/comparetable.jsp?ind=139&cat=3. 
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Agreement

Current Policy Agreement Finance 
Proposal

Coverage of all 
uninsured

81 percent 94 percent 91 percent

Coverage of 
“legals” only

83 percent 97 percent 94 percent

Uncovered 51 million 19 million 25 million
Hospital 
Reductions

$155 billion $153.3 billion

Reduce 
Uncomp care

$171 billion $135-$146 
billion

4

•Hospitals Exempt from IPAB 



$155 Billion Hospital Reduction

MEDICARE AND MEDICAID PAYMENTS
2010-2019

• Reduce Annual Payment Updates
• Penalties for Higher Than Expected 

Readmissions
• Failure to Report Quality Information
• Hospital Acquired Conditions
• Ban Physician-Owned Hospitals
• Disproportionate Share Payments



Key elements of the bill

• Coverage expansions
• Insurance reforms
• Delivery system reforms
• Payment changes
• Quality
• Workforce
• Wellness and prevention





ACA strategic directions

• Coverage
• Insurance reforms
• Delivery system 

reforms
• Payment reforms
• Transparency

• Movement away from fee-
for-service…toward
‘integration”

• Emphasis on value vs. 
volume

• Emphasis on  quality vs.
quantity



Delivery System Reforms
Accountable care organizations
Bundling
Medical homes
Gain-sharing
CMS Center for Innovation
Value-based purchasing
Geographic variation
Demonstration program to
expand emergency inpatient 
psychiatric beds
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ACO Investment

*Average amounts represent estimated costs for the start-up and 
ongoing costs for year 1.

**Includes start-up and ongoing costs for a typical year. Some costs may           
have already been incurred or  be allocable to other budgets.



Some Industry Reaction
WALL STREET JOURNAL
JUNE 19, 2011

The Accountable Care Fiasco
Even the models for health reform hate the 

new HHS rule.
“The American Medical Group Association…’overly 

prescriptive, operationally burdensome, and the 
incentives are too difficult to achieve.’ In a 
survey of its members, 93% said they won't 
enroll.”



Value-Based Purchasing
• Pay for actual performance on 

quality
• Payment incentives begin FY 

2013
• Applies only to PPS hospitals –

critical access hospitals are 
excluded 

• Budget neutral



Positioning for reform
• Achieve solid hospital-physician 

(clinical) alignment

• Measure, report and deliver
superior outcomes

• Attain a favorable cost position

• Strategic alliances



Removing Barriers to Clinical Integration

• Collaboration among  
different providers 

• Five legal hurdles:
- Antitrust 
- Self referral (Stark) 
- Civil monetary penalties 
- Anti-kickback
- Internal Revenue Code 



Integrated Systems



The Super Committee



Budget Control Act

• Special bipartisan congressional committee to 
make additional $1.5 trillion in deficit 
reduction recommendations by Thanksgiving
– Guaranteed up-or-down vote (and no filibuster) on 

recommendations if majority of panel support 
recommendations by Christmas

– Enforcement process…debt limit extended by another 
$1.5 trillion thru 2012  IF: 

Recommendations of special committee adopted with 
resolution of disapproval; OR
Automatic across-the-board cuts…sequester
of  $1.2 trillion

Stage IIStage II



Budget Control Act
Potential Sequester Impact:Potential Sequester Impact:

$1.2 trillion$1.2 trillion
• No revenues
• Defense $     492 billion
• Total non-defense  $     492 billion
• Medicare $     123 billion

– No cuts in benefits
− 2 percent limit on provider cuts 

• Medicaid exempt
• Net interest savings $    216 billion

TOTAL $ 1.2 Trillion

= $43 billion



Joint Select Committee on Deficit Reduction

• Medicaid ($100 billion)
– Provider taxes/assessments
– Blending rates/FMAP

• Medicare  
– IME ($15 billion)
– Bad debt ($15-30 billion)
– IPPS retrospective coding offsets ($5 billion)
– Rural adjustment cuts ($14-16+ billion)
– Post acute care services ($50 billion)
– Expansion of IPAB

OptionsOptions



President’s Budget (3.0)

• $3 trillion in savings
beyond $917 billion in 
Budget Control Act

• Components
− Revenues/tax reform ($1.5 trillion)
− Military operations ($1.0 trillion)
− Mandatory programs ($580 billion)

Medicare ($248 billion)
Medicaid ($72 billion)

OverviewOverview



President’s Budget (3.0)

• Hospitals
− Post acute care (total): $42 billion
− Bad debt: $20 billion
− IME: $9 billion
− Rural providers (total): $6 billion
− Fraud and abuse (total): $5 billion

• Other stakeholders
− Rx reimbursement ($135 billion)
− Increase Part B and D premiums related to income: $20 billion 
− Medigap ($2.5 billion)
− Increase Part B deductible ($1 billion)
− Home health copayments ($400 million)

Key Medicare ProposalsKey Medicare Proposals



President’s Budget (3.0)

• Provider assessments/taxes$26.3 billion
• Blending/FMAP: $14.9 billion
• Updating income definition: $14.6 billion
• Extending current DSH policy: $4.1 billion
• Durable medical equipment: $3 billion
• Fraud and abuse: $1.4 billion

Key Medicaid ProposalsKey Medicaid Proposals



Bottom lines

• Rest of 2011
– Super committee…sequestration
– End of year extensions/MD payment fix

• Next year…2012
– If sequester kicks in…deficit reduction package 

alternative before January 2013
– Expiration of Bush-Obama tax cuts

• 2013
– “Boehner rule”…for future debt limit 

extensions

ChallengesChallenges……VulnerabilitiesVulnerabilities
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