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Trend #1 – ACCESS 

 
The hottest domestic issue that everyone wants to address right now is the fact that 47 
million Americans lack health insurance.  Proposals on how to provide that coverage are 
popping up from three sources: 

 
� Presidential candidates 
� State governors 
� Special interest groups from unions to healthcare trade groups 

 
The magazine started tracking the proposal on our Web site in a special section called 
“Legislating Access.”  To date we’ve logged 18 major proposals since mid-November.  
They range from the President’s tax-credit plan to play-or-pay plans to expansion of 
existing federal programs to single-payer systems.  The big question, of course, is 
anyone serious about doing something for the uninsured or is it just political posturing. 
In-other-words, you’ve got to have a plan if you want to be in the game. 
 
The question for IT vendors is, “What does this mean for me?” 
 
1. If some sort of federal access plan does become law, there will be fewer 

uninsured patients, providers will have less bad debt and charity care, and 
providers will have more money to spend. Some of that money will be spent on 
financial IT systems that can verify insurance status and send out claims to 
insurers. 

 
2. If no federal access plan becomes law, the status quo is maintained and the 

same forces that govern IT spending in healthcare remain. 
 
Trend #2 – PHYSICIAN OWNERSHIP 

 

It’s our position that we’re witnessing the dawn of the age of physician ownership. The 
moratorium on physician ownership of specialty hospitals ended in August.   
 
In November, the American Surgical Hospital Association changed its name to Physician 
Hospitals of America in anticipation of the growth in that sector of the industry. 
 
 



In December, a group of physician entrepreneurs and a real estate developer 
announced a $1 billion plan to open a chain of physician-owned general acute-care 
hospitals across the country. 
 
Some figures released in January by the American Association of Ambulatory Surgery 
Centers said physicians own in whole or in part 88% of the more than 4,000 ASCs 
nationwide, and we expect that figure to grow. 
 
Why is this all happening?  In a word, money.   
 
Physicians are seeking new sources of revenue as traditional sources dry up.  Physicians 
want more control, and the best way to do that is own where they practice. 
 
 Two things can short-circuit this trend:  
 
1.  Congressional action by critics of physician ownership like Pete Stark, who want to 
ban physician ownership of specialty or general acute-care hospital. 
 
2.  Lack of capital. It takes capital to keep sophisticated medical facilities operating as 
state-of-the-art facilities. It’s a lot easier for physicians to demand that hospitals cough 
up the money for new information or medical technology. It’s another thing for 
physicians to open up their own wallets for new information or medical technology. 
 
What does this mean for IT vendors? It means opportunity as physicians across the 
country open up outpatient and inpatient facilities to compete with hospitals. 
 
Trend #3 – PRIVACY 

 
GAO report on HHS’ information technology initiatives: 
 
� GAO said technology has moved faster than privacy and security policies 
� GAO said HHS needs to set mileposts for itself on privacy and security 
 
AHIC resignation of  Paul Feldman: 
 
� Feldman said the AHIC workgroup “has not made substantial progress towards the 

development of comprehensive privacy and security policies.” 
 
Daily reports of theft of patient data by identity thieves 
 
What does this mean for IT vendors?  Two things, one good, one not so good. 
 
   
 



1.  The public’s concern over privacy and the liability risk of data theft could spook 
providers into moving and spending more slowly on IT. 
 
2.  Privacy issue could create a marketing opportunity for super secure IT systems or 
ancillary IT vendors that can make legacy systems more secure. 
 
Trend #4 – HOSPITAL SYSTEM BREAK UPS 

 
This may seem a little counterintuitive, given the recent wave of hospital mergers and 
acquisitions.  According to our more recent annual report on hospital mergers and 
acquisitions, there were 107 transactions announced or completed last year involving 
331 individual hospitals.  That’s up from 85 transactions involving 172 individual 
hospitals in 2005.  Last year’s figures were the highest recorded since 1999. 
 
But we’re starting to see some anecdotal evidence that some hospitals are becoming 
disillusioned with belonging to a larger system, and they want to opt out and go it 
alone.  They don’t like the centralized control and authority.  They don’t like the lack of 
independence. And they don’t like having to subsidize other hospitals or ventures in the 
system. 
 
Some recent examples include: 
 
1. Three hospitals wanting to pull out of the Health Alliance of Greater Cincinnati. 
 
2. The two-hospital Benefis Healthcare in Great Falls, Mont., pulling out of Providence 
Health & Services based in Seattle. 
 
What does this mean for IT vendors? Again, good and bad possibilities. 
 
1. Could make selling and contracting more difficult if you have to sell and negotiate 
with individual hospitals rather than with one corporate office that requires all its 
hospitals to use the same system. 
 
2.  On the other hand, if you’re a smaller vendor and you’ve been shut out of some 
large system contracts, you can now go after the standalone hospitals with customized 
systems. 
 
Trend #5 – FEDERAL BUDGET 

 
Earlier this month, President Bush unveiled his fiscal 2008 budget, and it wasn’t good 
news for healthcare providers.  Overall, the plan would seek $100 billion in Medicare 
and Medicaid savings over the next five years.  Some $14 billion of that would come 
from hospitals Medicare payments.  Another $21 billion of that would come from 



Medicare payments to skilled-nursing facilities, inpatient rehabilitation hospitals and 
home-health providers. 
 
In our most recent survey of senior healthcare executives on their IT spending 
priorities, which appears in today’s issue, some 68% of the 344 respondents said their 
organizations will spend between 1% and 4% of their total operating budget on IT. 
That’s not much. 
 
What does the upcoming federal budget battle mean for providers? 
 
1. In the hospital space, probably not much. Hospitals have to spend on IT for a variety 
of reasons, and despite their complaints, they’re still in pretty good financial shape. 
 

� In 2005, hospitals posted an aggregate profit margin of 5.3%, the highest in 
seven years. In terms of dollars, that’s a $28.9 billion profit. 

 
� Standard & Poor’s reported last week that it expects not-for-profit hospitals to 

continue with their good financial performance through 2008 despite 
reimbursement pressure from Medicare. 

 
In the post-acute-care space, the possible Medicare reimbursement cuts could have a 
big effect as profits are slimmer in those sections and spending even less on 
information technology. Less money means even less spending on IT. 
 

 
TrendWatch 2007 was moderated by David Burda, Editor, Modern Healthcare. 
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George Burgess, M.D., vice president of innovation and technology, at Franciscan 
Missionaries of Our Lady Health System in Baton Rouge 
 
Paul Kirk, vice president of information systems, at Woman’s Hospital in Baton Rouge 
 
Patrick Quinlan, M.D., CEO of the Ochsner Health System in New Orleans 
 
  
 
 
 
 
 


