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“All that glitters is not gold.”
William Shakespeare

Our field has treated the notion of the enactment of “health reform” legislation that includes 
“coverage for all” as panaceas. If we could just have these, our problems would be behind us. Yet, 
we find ourselves now in a golden predicament. We have won what we thought we wanted, but so 
far it appears that health care providers will be paying an increasingly large share of the costs of 
coverage expansion and carrying the increased regulatory burden.

Sadly, national reform legislation puts off until the future relief from today’s misaligned payment incentives that lead to more services 
rendered without significant benefit to patients. Until incentives are realigned in such a way that payments foster the right outcomes and 
results, there is reduced hope of a more efficient or effective health care system. Ideally, the incentives should operate in such a way that 
there is ample room for creativity and innovation in achieving the right results. Top-down, bureaucratically contrived, cookie cutter ap-
proaches get no one to the right place.

Meanwhile, we are trying to build new health care structures on foundations made of sand. Medicare and Medicaid are programs now 
over 40 years old characterized by volumes of indecipherable regulations, bureaucratic interpretations and fiat, special exceptions piled 
on top of special exceptions and no clear path to correcting so many of the things that everyone knows to be wrong or ridiculous. Both 
programs are long overdue for massive overhauls.

At the same time, vast disparities have built up between payment amounts and actual value. On the professional side, think of the extraor-
dinary difference in payments to cognitive versus proceduralist physicians. Or on the institutional side, consider the huge variation in what 
is spent because of geographical location or resource utilization practices that don’t lead to better care for patients. Really fixing all of 
these things is the stuff of which real reform should one day be made. The predicament grows worse rather than better as the health care 
field tries to straddle between the world as we have known it and the health care world that we would all like to create. It’s a wide chasm.

With millions more people becoming dependent on government for the financing of their health care needs, providers will continue to suf-
fer from escalating rate inadequacy and regulatory compliance issues even as new mandates and promises create more demand for services.

But despite all, the health care field’s job remains to engineer and pursue transformational change in quality, safety and cost of care. It’s 
our job to turn the golden predicament into a golden opportunity.

“All that is gold does not glitter.”
J.R.R. Tolkien

Howard P. Kern
chairman
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Mr. Smith Goes to RichmondMr. Smith Goes to Richmond
ElEction Puts nEw FacE on GEnEral assEmbly
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General Assembly Membership Experience
Nearly half of the entire General Assembly has less than eight years of tenure

Years of Experience
by Jeremy Greenfield. Mr. Greenfield serves as 
director of PAC and Advocacy at VHHA.

November’s General Assembly 
elections brought significant 

changes to Virginia’s legislature. 
Incumbents in all corners of Vir-
ginia retired or were retired, giving 
Republicans control of both houses 
of the General Assembly in addi-
tion to the three statewide offices 
they already held. The elections are 
marked by two critical themes for 
hospitals and health systems: a loss 
of key champions and an insurgence 
of inexperienced new members.

The Senate of Virginia boasts 
the most significant change. The 
Democratic majority lost two seats, 
leaving the chamber even at 20-20. 
However, Bill Bolling, the Repub-
lican Lieutenant Governor and 
President of the Senate, has made it 
clear that he will cast a vote on all 
organizational matters, ensuring a 
working majority for the Repub-
licans of 21-20. Senate Democrats 
are challenging the Lieutenant Gov-
ernor’s assertions in court in order 
to force power sharing between the 
two caucuses.

A critical development for hospitals 
and health systems is the loss of two 
key senators: William Wampler of 
Bristol and Edd Houck of Spot-

sylvania. Both legislators have been 
resolute advocates for quality and 
safe health care as well as adequate 
health care financing. The loss of 
their combined 52 years of legisla-
tive experience provides both parties 
in the Senate opportunity for new 
health care champions to emerge.

In the House of Delegates, the Re-
publicans not only maintained their 
majority they increased it by seven 
seats – from 61 to 68. If tradition is 
followed, the additional seats will 
allow the majority to place an ad-
ditional member on each committee 
at the expense of the minority. The 
House Health Welfare and Institu-
tions Committee will likely be made 
up of 15 Republicans and seven 
Democrats, a shift from last year of 
14 and eight, respectively.

HosPAC, VHHA’s political adjunct, 
played a major role in the 2011 
elections in an effort to ensure that 
candidates understood the value of 
hospitals and health systems to all 
Virginians. HosPAC contributed 
more than $450,000 to help re-elect 
incumbent candidates who had 
proven that they believed in sound 
health care policy as well as new 
candidates who had indicated their 

2012 General assembly session

important Dates

Session Begins – January 11
Grassroots Advocacy Day – January 25

Patient Safety Day Summit – February 2-3
Legislative Issues Conference – February 15-16

Grassroots Advocacy Day – February 29
Sine Die – March 10

2012 new senate members

Dick Black – Loudoun
Bill Carrico – Galax

Adam Ebbin – Alexandria
Tom Garrett – Louisa

Bryce Reeves – Spotsylvania
Bill Stanley – Moneta

2012 new House members

Mark Dudenhefer – Stafford
Matt Fariss – Appomattox

Peter Farrell – Henrico
Christopher Head – Roanoke

Keith Hodges – Gloucester
Alfonso Lopez – Alexandria
Randy Minchew – Leesburg

Richard Morris – Isle of Wight
Israel O’Quinn – Bristol

David Ramadan – Loudoun
Margaret Ransone – Westmoreland 

Nick Rush – Christiansburg
Michael Watson – Williamsburg

Michael Webert – Warrenton
David Yancey – Newport News

Joseph Yost – Blacksburg

support of strong hospitals and health systems in 
the community.

The House will install 16 new members in Janu-
ary in addition to the Senate swearing in seven 
new members. These 23 freshmen will join 
44 members sworn-in since 2008 – 67 of 140 
legislators have four years or less experience in 
the General Assembly. This creates an imperative 
for hospitals and health systems to educate these 
newer members (as well as the old) on the eco-
nomic and social roles our facilities play in the 
community in addition to our service as health 
care providers. n
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by Susan C. Ward. Ms. Ward serves as vice 
president and general counsel at VHHA.

The 2012 General Assembly Session 
convenes January 11 for its biennial 
“long session,” during which legisla-
tors craft Virginia’s two-year budget 
plan while debating and acting upon 
the many other issues on the legislative 
agenda. The 2011 elections brought 
changes to both the Senate and the 
House of Delegates (see related article 
on page 3). 
In Janu-
ary, VHHA 
must 
advance 
our agenda 
with new 
members, 
many of 
whom are 
unfamiliar 
with health 
care issues, 
and without 
some of the 
health care 
champions 
we have 
relied on 
in the past. 
VHHA will 
continue its 
advocacy 
and educa-
tion with 
legislators 
and policy-
makers to 
shape the 
issues affecting Virginia’s hospitals and 
health systems and their patients and 
communities.

This article describes some of the spe-
cific issues that we expect to see on the 
legislative agenda in 2012; we always 
are ready for the usual surprises as 
well. (The Governor had not released 

his budget at publication; VHHA will 
send budget information to members in 
a separate communication.)

Communication to and from our mem-
bers is the key to legislative success, so 
you will hear from us, and your legisla-
tors must hear from you. Key messag-
ing on several of these issues begins on 
page 7.

All-Payer Claims Database

Recognizing that we cannot improve 
what we cannot measure, VHHA 
continues its long-standing support of 
transparency in health care by seeking 
creation of a Virginia All-Payer Claims 
Database (APCD) to improve qual-
ity and control cost through better-
informed decision-making by all health 
care stakeholders. An APCD collects 
medical claims information from pri-

vate and public payers, allowing pro-
viders, payers, employers, government 
and consumers to identify opportuni-
ties for cost and quality improvements.

VHHA is working with Virginia Secre-
tary of Health and Human Resources 
Bill Hazel and a number of health care 
stakeholders – including the business 
community – to advance this pro-

posal. The 
General 
Assembly’s 
Joint Com-
mission 
on Health 
Care unani-
mously 
supports 
proceed-
ing with 
legislation 
in 2012 
implement-
ing a Vir-
ginia APCD 
and recom-
mends that 
Virginia 
Health 
Informa-
tion, Inc., 
govern the 
program, 
which 
would 
collect 
data from 

health insurers consistent with national 
reporting standards for medical claims.

Supporting these recommendations 
were VHHA, the Virginia Chapter of 
the National Federation of Independent 
Businesses and the Virginia Business 
Coalition on Health, as well as a num-
ber of individual health systems and 
large businesses. The Virginia Associa-
tion of Health Plans and the Medical 
Society of Virginia opposed initiating 

Day(s) at the Races
Preview of health care issues in the 2012 General Assembly Session
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continued	on	page	6

implementation, supporting instead 
further study.

Health Benefit Exchange

The Health Benefit Exchange (HBE) is 
the new marketplace for small group 
and individual insurance created by 
the Patient Protection and Afford-
able Care Act. The HBE is intended to 
improve small group and non-group 
insurance market performance through 
transparency; provide consumer educa-
tion about various insurance choices; 
and provide assistance with eligibility 
determinations for Medicaid, premium 
assistance tax credits and cost-sharing 
reductions. The HBE, along with the 
market reforms and subsidies that go 
with it, should substantially increase 
the number of Virginians with private 
insurance coverage.

In its reform implementation process, 
the Virginia Health Reform Initiative 
(VHRI) Advisory Council has sent its 
recommendations to Governor Mc-
Donnell regarding the appropriate 
governance of an HBE. The Council 
recommends creating the exchange as 
a quasi-public organization with public 
transparency responsibilities subject to 
appropriate oversight but with suffi-
cient flexibility to operate nimbly in the 
health insurance marketplace. VHHA 
advocated for this approach.

The Council also recommends that the 
HBE:

•  Should not be permitted to adopt 
standards for participants beyond 
those established in the federal law;

•  May charge health plans and con-
sumers fees to help cover operating 
costs that exceed state funding; and 

•  Should require participating plans 
to cover benefits as required in the 
federal law as well as those mandated 
by the Commonwealth.

The Governor is now reviewing these 
recommendations for possible inclusion 
in 2012 legislation.

Health Care Workforce and 
Practitioner Regulation

VHHA continues its work to maintain 
and improve health care workforce 

supply and competence. Practitioner 
regulation governing practice prereq-
uisites and scope of practice, espe-
cially of allied health practitioners, 
affects both availability and cost of 
health care. The Virginia Health Re-
form Initiative (VHRI) has identified 
an adequate workforce as central 
to access and coverage expansion. 
Even without an increase in the 
insured population that will follow 
reform implementation, Virginia has 
existing workforce shortages that 
threaten access to care.

VHHA continues to shape legis-
lation in ways that will increase 
practitioner supply. First, we support 
ensuring that health practitioners 

are authorized to practice to the extent 
of their training. In 2012, we anticipate 
proposals addressing nurse practitioner 
(NP) scope of practice following negoti-
ated agreement between physicians and 
NPs on flexibility in physician oversight 
of NPs. Resulting proposals are expected 
to assure that NPs may provide care to 
the full extent of their training through 
practice in multidisciplinary patient care 
teams that include more flexible processes 
for collaboration and consultation with 
physicians.

Also under consideration are proposals 
from surgical assistants and technologists, 
dietitians, genetic counselors, laboratory 
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continued	on	page	8

Days at the Races —	continued	from	page	5

scientists and technicians and perfu-
sionists for new regulation of these 
practitioner groups. Such regulation 
raises unnecessary barriers to access 
to care and increases labor costs by 
restricting practitioner supply unless it 
is supported by evidence showing that 
it is necessary to protect the public. 
VHHA continues to oppose such 
proposals if they are not justified for 
public safety. We continue to emphasize 
that regulation should focus on good 
outcomes; we oppose piecemeal prac-
tice and staffing “inputs,” imposing 
unnecessary regulatory burdens that 
negatively affect health care cost and 
access without improving quality.

Consistent with state policy establish-
ing that Virginia be veteran-friendly, 
much more can be done to recognize 
the training and experience of the 
military health care workforce. Health 
care practitioners trained during their 
military service can expand Virginia’s 
health workforce. Following success 
in 2011 in encouraging such recogni-
tion of military health care practitioner 
training, VHHA continues its efforts 
to see that these workers receive credit 
towards earning state credentials.

The Medical Society of Virginia (MSV) 
is seeking enactment of a statutory 
definition of “surgery” to prevent 
health practitioners who do not have 
appropriate training from perform-
ing surgery, including LASIK surgery. 
MSV suggests that the promotion of 
team approaches to health care delivery 
requires clear definition of the roles 
and standards for surgical and other 
invasive treatments. VHHA’s Physician 
Executive Forum is reviewing this pro-
posal to determine its impact on health 
care practices.

Legal Process and Liability

Legislation enacted in 2011 requires 
that hospitals offer to collect and give 
to each mother her newborn’s blood 
sample at delivery for use in DNA 
analysis if needed to identify missing 
or victimized children. Hospitals must 
develop an effective collection process 
and address related technical issues. 

VHHA is considering additional legis-
lation to resolve concerns that hospitals 
may be compelled in civil or criminal 
actions to authenticate the blood spot 
by describing the collection processes 
used, potentially years after the sample 
is collected and handed over to the 
parent.

The Virginia Trial Lawyers Associa-
tion (VTLA) last year sought legislation 
requiring nursing homes to disclose to 
residents and applicants the amount of 
general and professional liability cover-
age available to pay resident claims. 
The proposal failed, but VTLA seeks 
its reconsideration in 2012. VHHA, the 
Virginia Health Care Association and 
the Virginia Association of Nonprofit 
Homes for the Aging opposed the mea-
sure in 2011 and have met with VTLA 
representatives during 2011 to discuss 
the impact of such a requirement on 
providers.

Virginia Land Title Association is 
considering legislation to limit the 

enforcement of judgments from the 
current 20 years to 10 years after entry 
of the judgment. VHHA will join other 
business interests to monitor progress 
of this proposal due to its potential 
impact on debt collection processes.

Paying for Health Care

As health care costs increase, we see 
each year corresponding proposals to 
control costs. One idea that has been 
considered before in Virginia and that 
may surface again is capping rates for 
treating prisoners at Medicaid rates. 
These proposals impose increased 
unreimbursed costs on providers, and 
VHHA has opposed them.

Several states have imposed limits on 
emergency department visits by Med-
icaid beneficiaries for primary care. 
VHHA will assess any such proposal in 
Virginia for its impact on hospitals and 
health systems, particularly with re-
spect to federal EMTALA implications 
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L
eading up to and during the 
2012 Virginia General Assem-
bly Session, personal interac-
tions with your legislators 

are absolutely vital to ensuring they 
understand your organization and the 
issues that impact your ability to pro-
vide efficient, high quality care. VHHA 
encourages you to invite your legisla-
tors to tour your facilities and meet 
your employees. You also should plan 
to visit them in Richmond at least once 
during the General Assembly Session. 
There are several key messages that all 
legislators need to understand.

Your Role in the Community
Your organization helps to provide a 
broad spectrum of care for the residents 
in your area. All day, every day you 
provide emergency care to all who need 
it, irrespective of their ability to pay. 
Moreover, your organization is a major 
employer that also generates significant 
downstream commerce for others in 
the community. You are a local leader 
providing outstanding community ben-
efit in addition to being a major health 
care provider.

Medicaid
Virginia’s Medicaid program is ex-
tremely frugal. Although the Com-
monwealth ranks seventh in per capita 
income, we rank 48th in per capita 
spending on Medicaid. One reason 
is that Medicaid provider payments 
are deeply inadequate. For example, 
Virginia Medicaid pays only 64 cents 
on the dollar of actual cost for in-
patient hospital care. Such shortfalls 
are helping to drive private insurance 
cost increases and create a drag on the 
state’s economy and jobs. Additional 
cuts would only harm access to care, 
delay needed services and ultimately 
increase costs. Furthermore, additional 
Medicaid reductions would compound 
looming Medicare cuts from federal 
debt reduction and health care reform 
efforts and would be exacerbated when 
approximately 400,000 more Virgin-
ians become eligible for Medicaid in 
2014. Instead of blunt cuts, Virginia 
Medicaid should continue to increase 
its focus on effective care management 
systems for the highest-cost Medicaid 
populations.

All-Payer Claims Database
We need better data to drive down 
costs and improve quality. In Novem-
ber 2011 the Virginia General As-

sembly’s Joint Commission on Health 
Care voted unanimously to recom-
mend legislation creating an All-Payer 
Claims Database (APCD) to collect and 
house existing medical claims informa-
tion from public and private insurers. 
The data and analyses made available 
through an APCD will significantly 
advance the Commonwealth’s, busi-
nesses’, consumers’, health care provid-
ers’ and payers’ ability to make critical 
improvements in health care quality 
as well as control the growth of health 
care costs. Virginia should establish an 
APCD in 2012.

Health Benefit Exchange
The Health Benefit Exchange (HBE) is 
the new marketplace for small group 
and individual insurance envisioned in 
federal health reform legislation. Under 
the law, either Virginia must establish 
its own exchange or the federal govern-
ment will create one for us. Virginia 
can do a better job for the Common-
wealth than the federal government and 
the governor’s Virginia Health Reform 
Initiative Advisory Council already has 
negotiated significant details. An HBE 
will benefit Virginians even if the feder-
al reform law is adjusted or overturned 
by the Supreme Court. Virginia should 
create an HBE regardless of actions at 
the federal level.

Workforce
There are already pockets of health 
care provider shortages in Virginia, 
and hundreds of thousands of newly 
insured patients beginning in 2014 will 
intensify the situation. Virginia must do 
more to maintain and improve health 
care workforce supply and competence. 
For example, physicians and nurse 
practitioners recently compromised on 
legislative language to provide greater 
flexibility to practice in “patient care 
teams.” We should explore other ways 
to ensure all providers are practicing to 
the top of their training.

Opportunity Knocks Key State

Legislative Messages

continued	on	page	8
by Paul Speidell. Mr. Speidell serves as vice 
president at VHHA.
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Opportunity Knocks —	continued	from	page	7

Conversely, each year numerous allied 
health professional organizations seek 
additional regulation of their profes-
sions without evidence showing it to be 
necessary to protect the public. Practi-
tioners in the hospital setting already 
undergo significant oversight to ensure 
patient safety, including the hospital 
conditions of participation adminis-
tered by the Centers for Medicare & 
Medicaid Services; the Virginia Depart-
ment of Health’s Office of Licensure 
and Certification; and The Joint Com-
mission, which accredits all hospitals 
in Virginia. Additional regulation 
raises unnecessary barriers to access to 
care by restricting practitioner sup-
ply and scope of practice and should 
be opposed unless there is evidence of 
improved outcomes tied to increased 
regulations. 

The right approach to improving 
quality of care includes incentivizing 
improvements by paying for appropri-
ate outcomes. Regulating inputs like 
workforce, especially when there is 
no demonstrated outcome improve-
ment, focuses on the wrong side of the 
equation – inputs rather than outcomes 
– and restricts providers’ abilities to 
deploy their resources most appropri-
ately to meet the unique needs of each 
patient.

Now What?
VHHA will continue to carry these 
themes to legislators. However, the 
greatest impact for policymakers comes 
when their constituents – the people 
who live in their district, vote in their 
elections and care for their neighbors 
– visit them and explain issues using 
personal anecdotes, data and examples. 
Legislators need to understand that you 
care about these issues and you are a 
willing, reliable source of information.

This is the most effective means to help 
shape public policy in ways that will 
enhance your ability to improve health 
and provide high quality, efficient care. 
It is up to you to help drive policies 
that promote this mission. VHHA is 
here to help. Please contact any of the 
VHHA staff listed at right for assis-
tance or materials to meet with your 
legislators. n

and Centers for Medicare & Medicaid 
Services guidance on the issue.

Legislation was enacted in 2009 requir-
ing all hospitals to provide written 
information about the hospital’s charity 
care policies, including policies related 
to free and discounted care. Such infor-
mation must be posted in public areas 
of the hospital, and hospitals must 
provide specific eligibility criteria and 
procedures for applying for charity care 
to patients.

The Virginia Poverty Law Center has 
expressed concerns about hospital com-
pliance with this law. VHHA and its 
member hospitals and health systems 
continue their compliance efforts to 
demonstrate clearly that more stringent 
legislation is unnecessary.

Insurance reimbursement issues, includ-
ing mandated benefits, are the subject 
of legislative proposals each year. We 
may see a proposal requiring insurers 
to provide the same coverage for both 
intravenous and oral chemotherapy. 
Under many insurance plans, intrave-
nous chemotherapy typically counts 
as a covered medical benefit, but oral 
chemotherapy is considered a prescrip-
tion benefit, with less generous cover-
age. Therefore, many patients may not 
have coverage for the oral drug, or they 
pay a higher co-pay for it.

Newborn Screening

Mandatory screening for newborn 
heart defects is under consideration for 
addition to the list of conditions for 
which newborns are screened currently. 
The panel of conditions for which 
screening is required is established by 
state regulation; it is unclear whether 
this additional screening process will 
be the subject of legislation or be 
pursued through regulation or grant 
funding. VHHA will follow this is-
sue in any case.

Stay Informed and Involved

VHHA monitors all introduced 
legislation to ensure that we mobilize 
quickly to respond appropriately. 
We provide many opportunities to 
VHHA members to help us shape 
state policy through the legislative 
process.

VHHA Government Relations Team

Katharine Webb, kwebb@vhha.com

Chris Bailey, cbailey@vhha.com

Betty Long, blong@vhha.com

Paul Speidell, pspeidell@vhha.com

Susan Ward, sward@vhha.com

Jeremy Greenfield, jgreenfield@vhha.com

Jennifer Rankin-Walker, jwalker@vhha.com

To learn how you may participate most 
effectively in the legislative process, 
watch for information in VHHA’s 
weekly Capitol Report and periodic 
“Alerts” using voterVOICE to com-
municate our positions to legislators. 
Questions about voterVOICE, one of 
our most effective advocacy tools, may 
be directed to Jeremy Greenfield at 
jgreenfield@vhha.com.

Join us for the 2012 Legislative Issues 
Conference on February 15-16 in Rich-
mond to learn about health care issues 
under consideration by the General As-
sembly. Attendees will get an in-depth 
review of the issues and the legislative 
process and have time to visit with 
their legislators. For more information, 
visit http://www.vhha.com/annualmem-
bershipmeetings.html.

Also plan to meet with your legislators 
during VHHA’s Grassroots Advocacy 
Days on January 25 and February 29, 
when VHHA will brief your organiza-
tion’s representatives on the status of 
important health care legislation and 
provide information and materials for 
effective meetings with your legislators. 
To learn more, contact Jeremy Green-
field at jgreenfield@vhha.com.

VHHA has created a “members only” 
2012 General Assembly Session Calen-
dar including pertinent session events 
and VHHA government relations staff 
contact information. The calendar is 
available at http://www.vhha.com/gen-
eralassembly.html. n

Days at the Races —	continued	from	page	6
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The Road to
Clinical
Integration

Report on Virginia 
Hospital and Health 

System Integration and 
Risk Capacity
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by Christoper S. Bailey. Mr. Bailey serves 
as senior vice president at VHHA.

Amidst all the uncertainty and 
challenges facing the hospital 
and health system field, there 
are a few near certainties:

• Health systems are pursuing greater 
clinical integration and redesigning 
care processes to improve quality and 
efficiency.

• Payment reforms are coming that will 
require provider entities to assume 
more risk: from readmission penal-
ties, to bundled payment options 
around inpatient stays, to potential 
episode-of-care models around a 
particular condition, to accountable 
care organization-level population 
health risk.

• Medicaid budget challenges will 
continue, and we need to develop 
delivery system models that can 
simultaneously improve quality and 
lower cost trends – otherwise the 
only policy option available to the 
Commonwealth will be additional 
provider rate cuts.

Mindful of these realities, in 2011 the 
VHHA Delivery System and Payment 
Reform Task Force, chaired by R. 
Edward Howell, chief executive officer 
of UVA Medical Center, was tasked 
with developing baseline informa-
tion on VHHA members’ health care 
integration efforts and their capacity to 
assume risk. The task force determined 
that VHHA needed to get a much bet-
ter feel for where its members were on 
the clinical integration and risk capac-
ity journeys so that we could better 
focus VHHA’s advocacy and other 
services.

VHHA engaged Capital Health Advi-
sors to help design and conduct a sur-
vey of its members to evaluate member 
integration and readiness to accept and 
manage the financial risk of caring for 
a population. The survey examined 
provider readiness along six principal 
domains:

• Care coordination

• Physician alignment

• Information technology (IT) 
adoption

• Population health

• Financial risk management

• Performance management

Within each domain, respondents were 
asked to rank their organizations on 
their preparedness degree of integration 
and risk capacity. The results from the 
questions in each domain were tabu-
lated individually and aggregated to a 

domain total. Responses were received 
from 18 VHHA members, representing 
82 percent of all beds in the Common-
wealth.

Given the strategic importance and 
sensitivity of some of this information, 
individual responses remain confiden-
tial. Each respondent has received an 

individualized report identifying their 
results in relation to a blinded array of 
the other 17. Overall conclusions show 
that among the six measured domains, 
performance management systems and 
progress toward effective care coor-
dination were rated highest, whereas 
physician alignment and ability to 
assume significant financial risk were 
ranked lowest.

What happens now?
The overall assessment of “readiness” 
among Virginia’s hospitals and health 
systems is roughly 50 percent, so one 
could fairly conclude that collectively 
we are about half-way down the road. 
Regardless of whether the country 
moves forward with full implementa-
tion of federal health care reform, the 
pace of delivery system and payment 
reform will accelerate.

The VHHA membership is at varying 
stages on the journey toward effective 
clinical integration and risk capacity. 
And while there has been and will con-
tinue to be substantial progress in these 
areas, there are clearly lots of twists 
and potential pot holes ahead, not 
least among them the ability to bear 
increased financial risk. And all of these 
dimensions are interrelated; progress 
needs to be made in all of these dimen-
sions for an organization to succeed. 

There are many dimensions to success 
in clinical integration, and it will be 
a multi-year journey. Virginia’s hos-
pitals and health systems are building 
a bridge from where we are today to 
where we need to be in the future, but 
it is perilous and complicated construc-
tion work. Health care organizations in 
the Commonwealth will need to make 
critical strategic decisions and imple-
ment new tactics wisely in order to 
achieve success.

The Principal Domains
Care Coordination

Research has shown that a very signifi-
cant portion of time spent by patients 
within the health care delivery system 
is not spent on advancing their health 
or medical care, but in communicating 
among the various components within 
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the system. Chronic disease accounts 
for the single largest share of acute care 
costs, and the ability to manage care in 
real time has become critical for pro-
viders. As new financial incentives and 
the enhanced use of information tech-
nology become mainstream, it is not 
surprising that achieving a high level of 
care coordination is least challenging as 
hospitals and health systems have for 
many years made coordination of care 
within the provider system a priority.

Physician Alignment
Physicians play a central role in the 
health care delivery system. Having 
physicians and hospitals and health 
systems aligned has never been more 
important than it is in the face of 
integrated financial risks. Aligning with 
physicians does not mean that they 
must be employees of a hospital or 
health system, although almost half of 
all practicing physicians in the Com-
monwealth are employed by a health 
system. However, hospitals and health 
systems and physicians must be aligned 
culturally, economically and profes-
sionally, and working cooperatively 
is essential to the economic success of 
both providers.

Information Technology
The advent of information technology 
utilization within health care has been 
rapid and is now integral to enhancing 
the efficiency of the system. By aggre-

gating and disseminating information 
about patient care across the con-
tinuum of care, it is possible to greatly 
improve the efficiency and outcomes of 
medical care. This transparent system 
allows for more rapid discovery of 
best practices and further improve-
ments. The federal Health Information 
Technology for Economic and Clinical 
Health Act, implementation of incen-
tives for hospitals and physicians to 
adopt information technology and 
Virginia-specific health information 
technology initiatives are providing 
greater opportunities for Virginia’s pro-
viders to share information across the 
continuum of care, thus better serving 
patients.

Population Health
Public and private health insurers 
actively are seeking to transfer finan-
cial risk for the health of populations 
to providers on the presumption that 
providers that carry financial risk are 
incentivized to maximize their financial 
benefit. To accept the financial risk for 
a population and succeed financially, 
providers must be able to predict ac-
curately the costs of care for a defined 
population and accurately project 
the potential savings of accepting the 
financial risk while providing medical 
care. Given the current U.S. health care 
economic model and the unknowns 
in defining what “population” could 
mean, the ability to anticipate the fiscal 

risk for the health care network provid-
ing care will be a significant indicator 
of the success of any organization.

Financial Risk Management
Determining an organizations’ pre-
paredness to formally contract to ac-
cept financial risk for a defined popula-
tion is critical as providers are being 
asked to share in the fiscal responsibil-
ity of an episode of care or population 
health. In addition, measuring the 
ability of an organization to conduct 
the more routine portions of the busi-
ness of risk management, (e.g., defin-
ing a population, anticipating health 
risk, contracting with and distributing 
fees to providers and tracking health 
care and payments) is important. If an 
organization has not assembled the 
necessary infrastructure to manage risk, 
it will most likely fail in its ability to 
assume the risk of a population.

Performance Management
The ability to successfully accept finan-
cial risk rests on the presumption that 
the organization accepting such risk 
will be able to track results, coordi-
nate care and improve costs relative to 
past results. Success requires that the 
provider have in place a useful meth-
odology for managing and improving 
performance, which requires that all 
parts of the system be measured and 
benchmarked against performance met-
rics and that appropriate incentives be 
in place to assure that corrective action 
is taken as necessary. n
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Address Service Requested

Virginia Hospitals’ and Health Systems’ Support Their Communities

“Community Benefit” as defined by the IRS Schedule H includes charity care, shortfall in Medicaid payments, other means-tested government programs, subsidized health services 
and all other community benefit programs and services.
“Other Community Support” includes the shortfall in Medicare payments, bad debt expense, community building and taxes paid.
“Total Community Support” combines “Community Benefit” and “Other Community Support.”

$2.5 B$2.0 B$1.5 B$1.0 B$0.5 B$0

■ Total Community Support ■ Other Community Support ■ Community Benefit

2010

2009

2008

$2.293 B

$1.076 B

$1.217 B

$2.095 B
$1.074 B

$1.021 B

$2.031 B

$1.129 B

$0.902 B


