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Healthcare delivery is essentially a service, although medical devices and 
pharmaceuticals can also be viewed as products embedded in service value streams.  
Healthcare delivery is in the process of being transformed, prompted, to a great extent, 
by the Affordable Care Act.  Beyond the specific elements of the ACA, the mere 
existence of this legislation has created a sense of urgency, especially among 
healthcare providers. 

Payment reform has led service providers to invent new modes of delivery to 
accommodate the expected shift from fee for service to payment for outcomes.  Current 
thinking is that providers to Medicare and Medicaid patients will be paid a fixed amount 
per patient managed per month (PMPM) plus a bonus on cost savings due to reduced 
emergency department (ED) visits and in-patient (IP) admissions.  They will not be 
reimbursed for their costs of delivery for these patients. 

This had led providers to be quite inventive in identifying how to keep people healthy, 
within the PMPM payment, in ways that reduce ED visits and IP admissions, thereby 
earning a bonus as well.  Examples of new practices are visits to home of chronic 
disease patients and use of less expensive, but well trained, care coordinators rather 
than more expensive clinicians.  Technologies such as web portals and smart phones 
are playing increasing roles as well. 

 

Enterprise of Healthcare Delivery 
The Center for Medicare and Medicaid Services has funded a variety of innovation 
awards to pilot test new approaches to chronic disease management and positive 
results are beginning to accumulate.  Providers are cautiously proceeding to further 
develop these approaches.  A central question is the scalability of such approaches.  
We have been approaching such questions using the model of the healthcare delivery 
enterprise shown above. 
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