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Transforming Healthcare Together

SCALE

Alliance of ~3,750 (78%) hospitals, ~130,000 non-

acute providers and 1.2 million clinicians

Integrated clinical, financial, operational data ïinsights 

into ~40% of U.S. health system discharges 

Approximately $50 billion in supply chain spend

Manage ~2,000 contracts from ~1,100 suppliers

ALIGNMENT

Members own ~74% of equity*

10 health system board members 

Premier field force embedded in member hospitals

COMMITMENT

Member owner average tenure ~15 years (80% at 10+) 

Members view Premier as strategic partner 

CO-INNOVATION

Co-develop solutions with members

Committees composed of ~163 member hospitals

~1,200 hospitals in performance improvement 

collaboratives
Note: Data as of June 30, 2015. 

Premier is a provider-driven healthcare performance improvement 

company. We co-innovate solutions with our members to reduce costs, 

improve quality, and produce better patient outcomes.
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Analyzing, & Designing

Helping our members and staff know the 

opportunities, trends and implications

Improving policy

Capturing the data-driven, 

evidence-based insights to craft 

next generation policy 

Transforming Healthcare Together

Testing & Scaling

Designing and scaling models that 

differentiates them and raises the 

bar for the nation

Thank you 
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6%

50%

44%

FY 2016 VBP 
Non-QUEST Matched Sample

Exempt Lose Win

Outperforming matched hospitals by 45%

QUEST hospitals that joined the collaborative prior to 2013 performed better 

under the FY 2016 inpatient VBP program compared to non-QUEST hospitals 

with similar hospital characteristics

1%

36%

64%

FY 2016 VBP 
QUEST

Exempt Lose Win
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2015 ACO Collaborative Performance 3X All Others

HIGHER PERCENT OF ACOS

ACHIEVING SHARED SAVINGS

HIGHER AVERAGE

QUALITY SCORES

HIGHER RATE OF

SHARED SAVINGS

% OF PHMC MEMBERS WHO

ACHIEVED SHARED SAVINGS % VS. NATION

MEDICARE ACO

AVERAGE QUALITY SCORES

*Savings dollars x million

PHMC MEMBERS ALL MEDICARE ACOs

PHMC MEMBER

AS % OF ALL

MEDICARE ACOS

PHMC MEMBER

SAVINGS AS

% TOTAL SAVINGS

6%

94%

22%

78%

($89.2)

($679.6)
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ÁHealthcare Reform Outlook

ÁImplications and Strategic Recommendations

ÁPost-Acute Care Reforms

ÁAction Points

Todayôs presentation
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Who Predicted Any of This?
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ÁRepublicans see this as their moment

īUnified government

īPolitical line of site to 2020: 

» House: 23 Republicans in districts carried by Clinton; 12 Democrats in 

districts carried by Trump.  Important special elections (4R, 1D)

» Senate: 8 Republicans up in 2018, 2 vulnerable; 25 Democrats, 10 

vulnerable 

īAmbitious agenda: Repeal and Replace, Tax Reform, Infrastructure

īPolitical base is demanding action

Á16 of 31 expansion states have Republican Governors

ÁNeed to contain healthcare spending

ÁDemocrat base is activated

Macro Political Realities
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Philosophical Perspectives 

Republicans

Å State insurance regulation

Å Greater state control of Medicaid

Å Control entitlements

Å Catastrophic coverage & HSAs

Å Personal responsibility

Å Lower taxes

Å Medical Malpractice Reform

Å Lean Physician

Å Voluntary

Democrats

Å Federal framework, regulation

Å Greater federal uniformity

Å Protect entitlements

Å Comprehensive coverage

Å Support the poor

Å Higher taxes

Å Oppose Medical Mal. Reform

Å Lean Hospital

Å Mandatory
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Federal Spending: Reality for the New Administration



PROPRIETARY & CONFIDENTIAL ï© 2017 PREMIER, INC.
11

National Health Spending, CBO
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CBO: Whatôs Driving the Deficit and Debt
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The Reality has Set In

Ψ¢ǊǳƳǇ /ŀǊŘΚΩ
BY GARY VARVEL, THE INDIANAPOLIS STAR February

http://khn.org/news/author/gary-varvel-the-indianapolis-star/
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Whatôs on the Table?

ÅFixing the Individual Market (Health Insurance Exchanges)

ÅFixing the small group market

ÅInsurance market Regulation (Pre-existing conditions, 

coverage to 26, no lifetime cap, age rating, medical loss 

ratio, essential health benefits)

ÅEmployer and Individual mandates

ÅMedicaid Expansion

ÅEntitlement reform (Medicare, Medicaid, Social Security)

ÅTaxes

ÅProvider payment cuts 

ÅSubsidies (Tax credits)
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Republicansô Healthcare Policy Goals

ÅFix individual and small group market

Å Focus on achieving market competition

Å Return to state, not federal regulation

ÅMore sustainable Medicaid payment reality

Å Entitlement reform: Block grants or per-capita caps

Å Give more control over Medicaid to states  

ÅReduce ACA taxes on industry 

Å Increase personal responsibility

Å Focus on ñcatastrophic coverageò with Health Savings Account

Å Use of HSAs, incentives, work requirements in Medicaid 

ÅMost Republicans want to expand access to coverage

But How Do They Move Forward?
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Healthcare Reform: Whatôs Next?

Use Existing Vehicles

ÅStabilize exchanges, give states 
more control, de-regulate 
insurers

ÅTweak Medicaid expansion
ÅSmall changes to tax credits
ÅChildrenôs Insurance program 

reauthorization with reforms that 
lead states to expand Medicaid 

ÅFDA user fees with drug cost 
reforms 

HHS Secretarial Authority

ÅMore state Medicaid flexibility
ÅReduce required benefits
ÅTightening exchange regs: short  

open enrollment, dropping 
coverage, special enrollmenté

ÅContinued move to APMs

ÅContinued efforts to repeal & 

replace.  Have until May 26

ÅHouse pass bill which would 

be reworked with more 

modest package crafted in 

Senate

ÅUse similar legislative 

provisions as AHCA but with 

new policies that will protect 

against criticisms: modest 

savings

ÅPossible 2018 option after 

exchange meltdown

Exchange Collapse

ÅAllow some state exchanges to 

decline and insurers lose

ÅInsurers continue to leave market

ÅPremiums and co-pays go up and 

consumers drop out

ÅContinue with subsidy case or 

choose not to fund subsidies.

Costs Go Up

ÅMedicaid costs increase

ÅState budget cuts and problems

Blame it on Democrats and 

Run on it in 2018

(Medium Probability) (Highest Short Term Probability) (Lowest Probability) 

Bipartisan Back-Down Reconciliation Group Let It Explodeé
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ACA Replacement Plan: Worse Case

Å Entitlement Reforms: Possible modest Medicare reforms.  Medicaid 
also possible.  Social Security unlikely.  Support MA plans.

Å Individual Market reforms:
Å Devolution to state regulation or option for state regulation.

Å Replace employee and individual mandate with penalty for not getting, 
maintaining coverage/incent states to recruit/prospective enrollment.  

Å Use of high risk pools or reinsurance.

Å Maintain coverage to 26.

Å Pared down essential benefits package.

Å Expanded age rating.

Å Use of tax credits.

Å Medicaid: Continued expansion.  Per capita allocation only possible 
under reconciliation.  Significant state flexibility to incent personal 
responsibility.  Reduced federal funding.

Å HSAs: Expansion in Medicaid, individual and employer plans.

Å Payment and delivery system reforms: Continued with focus on 
physician models.

Å Taxes: Eliminated or reduced.
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Where are we headed?
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Healthcare Implications 

There is no new money

Increased strength of large physician groups

Continued growth of value-based payment models

Increased market competition for device and pharmaceuticals

Increased state control

Continued push toward consumer-driven healthcare

Growth in, and increased competition for, Medicare Advantage, private 

health plans

1

6

5

4

3

2

7



PROPRIETARY & CONFIDENTIAL ï© 2017 PREMIER, INC.
20

No New Money

MARKET 

DYNAMICS

Federal reimbursement cuts and 

sequestration will continue 

Entitlement reform and Block 

Grants mean less state funding

Most organizations have already 

captured the low hanging fruit

Growth of Value Based 

Payments require managing 

costs in a new way

Increase focus on variable costs; 

Supplies, Workforce Management

2017 STRATEGIC PRIORITIES

Build capabilities to tackle clinical 

utilization and physician preference

Pursue new revenue streams, 

align providers, expand markets

Forecast financial performance 

under risk-based agreements, 

penalty programs

Pressures to take cost out of the systems continues, and now requires 

shifting to focus on more complex areas to find new savings
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Increased Strength of Large Physician Groups

Provider engagement and alignment is a critical success factor to evolve 

the care deliver model and succeed in value based payment models

Increase in physician advantaged 

Alternative Payments Models, 

more focus on site neutral pay

Growth of venture backed 

physician mgmt. services orgs.

Expansion and investment in 

large physician groups

Increased payer acquisition and 

alignment with physician 

organizations

Determine physician alignment 

strategies and partnerships.

2017 STRATEGIC PRIORITIES

Establish a CIN and use it as a 

vehicle to organize physicians.

Use MACRA as a way to align and 

assist physicians.

Develop/implement an alternative 

payment model (APM) strategy.

MARKET 

DYNAMICS
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Traditional Payment Models

Physicians

é.

Outpatient 

Hospital 

and ASCs

Inpatient 

Acute Care

Long Term 

Acute Care

Inpatient 

Rehab

Nursing 

Homes

Home 

Health

RBRVS APC MS-DRG MS-DRG RICs RUGs HHRGs

Alternative Payment Models

MACRA & Value-based Purchasing across payment silos

Post-Acute Care Episode Bundling

Acute Care Bundling

Medical Home

Acute and Post-Acute Care Episode Bundling

Accountable Care Organizations

2017 
MACRA 
MIPS

2013
Pay for 

Reporting

2016 
Pay for 

Perform-
ancetest

2016 
Pay for 

Perform-
anceTest

2018
Pay for 

Perform-
ance

2016
Pay for 

Perform-
anceTest

2012
Pay for 

Perform-
ance

Measure alignment
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Track 1: P4P; losers pay winners
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Two-fer Measures: HAC reductions = Medicare saving

Total annual and cumulative cost 

savings 
Compared to 2010 baseline

Total annual and cumulative HAC reductions
Compared to 2010 baseline 

Hospital acquired conditions (HACs) 

dropped 17 percent from 2010 ï2017, 

reducing costs by $12 billion and 

saving approximately 50,000 lives. 
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ÁTotal risk-adjusted spending per beneficiary between 3 

prior to inpatient admission and 30 days post discharge

Efficiency measure

Hospitalôs Medicare spending per beneficiary

National Median Medicare spending per beneficiary 

Physician 

testing

3 days prior
Hospital

Readmissions post-acute care

30 days post discharge

Implication: Hospitals must use their leverage to reduce spending 

outside of the hospital

$
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MACRA reform timeline
(Medicare Access and CHIP Reauthorization Act of 2015) 

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Permanent repeal of SGR

Updates in physician payments 

APM participating providers exempt from MIPS; receive 
annual 5% bonus (2019-2024) 

Merit-Based Incentive Payment System (MIPS) adjustments 

2019

+/-4%

2020

+/- 5%

2021

+/- 7%
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2022 & beyond

+/- 9%

2018

4%

PQRS pay for reporting

2015

-1.5%
2016 & beyond

-2.0%

Meaningful Use Penalty  (up to %)

2015

-1.0%

2016

-2.0%

2017

-3.0%

2018

-4.0%? 

Value-based Payment Modifier 

2015

Ñ1.0%

2016

Ñ2.0%

2017

+2/Ñ4.0%

MIPS exceptional performance adjustment; Ò 10% Medicare payment 
(2019-2024) 

2026

0.5% (7/2015-2019) 0% (2020-2025)

0.75% 
update

2017

-3.0%

2018

Ñ2/Ñ4.0%
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Measurement period

Measurement period

0.25% 
update



PROPRIETARY & CONFIDENTIAL ï© 2017 PREMIER, INC.
27

Population health competitive environment


