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THIS MORNING’S OBJECTIVES 

Highlight the national and state fiscal 

imperatives for healthcare reform 

Recap the federal approach to reform and 

update you on what‟s next  

Recap Oregon‟s reform schematic 

• Outline key provisions and timeframes  

Talk about what we see going on around the 

state  

Dialogue with you about what you heard 
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“It‟s the economy, 

stupid!” 
 

James Carville  

Campaign Advisor,  

Clinton/Gore Campaign  

1992 
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National Health Expenditures and Their Share of Gross 
Domestic Product, 1960-2009  

Source: Centers for Medicare and Medicaid Services, Office of the Actuary, National Health Statistics Group, at 
http://www.cms.hhs.gov/NationalHealthExpendData/ (see Historical; NHE summary including share of GDP, CY 1960-2009; file nhegdp09.zip). 

Dollars in Billions: 

  5.2%      7.2%     9.2%    12.5%   13.8%   14.5%   15.4%   15.9%   16.0%   16.0%   16.1%   16.2%  16.6%   17.6%  

http://www.cms.hhs.gov/NationalHealthExpendData/


Average Health Insurance Premiums and  
Worker Contributions for Family Coverage, 1999-2009 

$4,247

$9,860

$1,543
$3,515

1999 2009

Employer Contribution

Worker ContributionNote: The average worker contribution and the average employer contribution  
may not add to the average total premium due to rounding. 
 

$5,791 128% 
Worker 

Contribution 
Increase 

131% 
Premium 
Increase 

$13,375 



Uninsured Rates Among Nonelderly  
by State, 2009-2010 

<14% Uninsured (13 states & DC) 

14 to 18% Uninsured (18 states) National Average = 18.4% 
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IôM FROM WASHINGTON AND IôM HERE 

TO HELPé.  

The Patient Protection and Affordable Care Act 

a.k.a. The PPACA 
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WHAT DOES THE PPACA ATTEMPT TO DO? 

Provide insurance coverage to as many 

people as possible 

Control cost growth and utilization within 

those programs 

• Focus on the 20% - disease management 

• Create payment mechanisms that are weighted 

toward primary care and “well care” 

• Provide carrots and/or sticks to providers and 

insurers to coordinate care 

• Use power as rate setter 
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HOW DOES THE PPACA DO THAT? 

Coverage expansion: Medicaid 

and insurance rule changes 

Health Insurance 

Exchanges/subsidies 

Accountable Care Organizations 

(ACOs) 

Value-based purchasing 

Payment rate cuts – The 5th Leg 

and the ultimate short-term cost 

control tool 
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HOW’S IT WORKING? 

Coverage expansions: 

• Insurance rule changes seem to be working 

• Medicaid expansion not on-line until 2014 

Health Insurance Exchanges 

• Show promise.  Bi-partisan support growing 

Accountable Care Organizations (ACOs) 

• Lackluster.   No compelling business model 

Value-based purchasing 

• Still early, but seems to be changing behavior 

Payment rate cuts 
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CAN IT SURVIVE? 

The Supreme Court 

• Individual mandate 
 

The 2012 Presidential and Congressional 

Election  
 

The National Governor‟s Association 

• Huge financial burden on already cash-strapped 

states 
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But, The Real Story‟s Right 

Here in Our Backyard…. 
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Oregon’s Healthcare 
“Transformation” 



The State‟s  

Fiscal Imperative 

For Reform 

$$$ 
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“It‟s the economy, 

stupid!” 
 

James Carville  

Campaign Advisor,  

Clinton/Gore Campaign  

1992 
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FUNDING ISSUES ONLY BECOMING  

MORE RELEVANT 

 

2/21/2012 16 
Oregon Association of 

Hospitals & Health Systems 

400,000

450,000

500,000

550,000

600,000

650,000

700,000

750,000

800,000

850,000
2

0
0

6

2
0

0
7

2
0

0
8

2
0

0
9

2
0

1
0

2
0

1
1

2
0

1
2

2
0

1
3

2
0

1
4

2
0

1
5

2
0

1
6

En
ro

llm
e

n
t 

in
 a

ll 
M

e
d

ic
ai

d
 p

ro
gr

am
s 

Year 

Oregon's Projected Medicaid Enrollment 

Sources: Oregon Department of  Medical Assistance Programs and Kaiser Family Foundation 



17 

Comparing the rate of increase in Medicaid and PEBB health care expenditures 

vs rate of increase in state General Fund revenue 
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Oregon’s Healthcare Transformation: 

The Curtain Opens…. 
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•  “Transformation” did not happen overnight 

 

•  Took 3 Bills over 4 years through 2 Governor‟s  

 

•  Thousands of hours of stakeholder meetings,  

    workgroups and committees 
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What a Long Strange Trip it‟s Been…. 

2007 

SB 327 Passes 

2008 

Oregon Health Fund Board Established 

2009 

HB 2009 Passes 

2010 

Oregon Health Authority Established 

2011 

HB 3650 Passes 



HB 3650 creates a new global budget model 

within the Medicaid program  

• Creates Coordinated Care Organizations 

(CCOs) who will be required to drive better patient  

outcomes by coordinating all aspects of a patient‟s 

physical, mental and dental health.  

• Physical, mental, and dental healthcare, along 

with long term care “dual eligibles,” are now to be 

paid from one bucket through a “global budget” to 

the CCO 

• Transformation is expected to drive significant 

delivery system change and save $hundreds of 

millions$ in the Medicaid program.  
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THE POLICY PROCESS 
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Aug-Dec 
2011 

Interim CCO 
Workgroups 

Waivers 
sought 

Feb 2012 

Legislative 
review of CCO 
criteria, global 
budget and 
OHA rule 
making process 

2013 

Addictions added 
to CCO purview 

  

 

July 1, 2014 

Cost-based 
payment to 
small and 
rural hospitals 
may end 

Dental Added 

 

 

  

2014  

MCOS must 
convert to CCOs 



Include dual 
eligibles and 

Medicare 
Advantage 

Create an 
alternative 

payment model 

Strengthen anti-
trust protections 

Reimbursement for 
community health 

workers 

FEDERAL 
WAIVERS 
NEEDED 
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IF YOU BUILD IT WILL THEY COME? 

Who is considering becoming a CCO? 

• Managed Medicaid Plans 

• Behavioral Managed Health Plans 

• Commercial Plans 

• Hospitals 

• Counties 

• FQHC‟s 
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DOING BUSINESS AS A CCO 

A  CCO can enter the market based-on 

ability to meet criteria to be established by 

July 2012 (financial reserves, provider 

networks, demonstrated ability to process 

claims) 

CCO may be a private or public entity that is 

local, regional or statewide 

There will be more than one CCO in many 

markets, i.e. 5 in Portland, 2 in Eugene 

There may be no CCO‟s in other markets 
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www.oahhs.org/session 

RECENT CCO DEVELOPMENTS 
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CCO 
implementation 

plan 

CCO 
reserves 

Fast track 
for MCOs 

„Low cost 
estimate‟ to 
set global 
budgets 

Medicaid 

enrollment 
projections 



WHAT IS MISSING? 

Any requirements or protections   

for real clinical integration  

Long term care 

Patient accountability  

OEBB, PEBB and Healthy Kids  

Medical malpractice reform 
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www.oahhs.org/session 

BURNING QUESTIONS 

Will CCOs result in true clinical integration? 

How do ACOs & CCOs work in same market? 

What if state fails to garner all federal 

waivers? 

Will CCOs be sold into insurance exchange? 

What about eventual inclusion of OEBB, 

PEBB and long-term care? 

What is the future of the OHP prioritized list? 
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THE OPPORTUNITIES  AND THE RISKS 

Opportunities 

• Create a true healthcare “system” vs. silos of care 

• Temper significant cost increases/cost shift 

• Drive better outcomes for patients 

Risks 

• Too much.  Too fast. 

• Don‟t destabilize an already efficient model 

• Hospitals are central focus – do less w/ less $ 

• Unrealistic expectations around cost savings 

• Where‟s the funding after 2013? (need $2 Billion)  
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KEY CONSIDERATIONS FOR HOSPITAL LEADERS 

State and federal reform may slow or implode, 

but it will change the way we deliver and pay for 

care in next 5 years including commercial market 

Clinical integration is the underlying key to long-

term success of a redesigned HC system 

Assume hospital/physician partnerships will be a 

given to make these models succeed 

• Aligned Incentives are necessary to achieve clinical 

integration 

Consider what would life look like as a cost 

center vs. revenue center?   
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Discussion… 
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Medicaid Has Many Vital Roles In Our Health Care System 

Health Insurance 
Coverage 

29 million children & 15 million 
adults in low-income families; 15 
million elderly and persons with 

disabilities 

State Capacity for Health 
Coverage 

Federal share can range from 50 - 83%; 

For FFY 2012, ranges from 50 - 74.2%      

MEDICAID 

Support for Health Care 
System and Safety-net 
16% of national health spending;  

40% of long-term care services 

Assistance to 
Medicare 

Beneficiaries 

8.9 million aged and disabled — 
21% of Medicare beneficiaries   

Long-Term Care 
Assistance 

1 million nursing home 
residents; 2.8 million 

community-based residents 

SOURCE: Kaiser Commission on Medicaid and the Uninsured, 2011. 



Highly efficient healthcare system in terms of 

utilization measures, but not the lowest cost 

Hospitals margins better than national average 

Fairly small commercial insurance market 

Huge cost shift to commercial and self-insured 

Unstable funding for Medicaid program 
• Oregon Health Plan Plus and Standard programs 

85% of all Oregon Medicaid recipients get care 

through Medicaid Managed Care Plans  
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Baseline Facts about Oregon‟s 

Healthcare Market   



Figure 34 

Medicaid Managed Care Penetration Rates 
by State, 2008
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U.S. Average = 70%
51-70%  (20 states including DC)

71-80%  (9 states)

0-50%  (5 states)

81-100%  (17 states)


