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How Will COVID-19 Change Healthcare Delivery?

Spurred by how unprepared the American healthcare
system was for a pandemic, the current COVID-19
emergency may present the conditions necessary to
commence a healthcare delivery model paradigm shift.t
In response to the public health emergency, the federal
government, which has a record of reducing regulatory
“pburdens” under the Trump Administration,? has taken
aggressive actions to create regulatory flexibilities for
healthcare providers and suppliers.® At least some of the
various actions taken to reduce provider burden as they
treat COVID-19 patients are likely to stay intact
following the end of this pandemic, potentially revising
the fundamental tenets of U.S. healthcare delivery. This
Health Capital Topics article will discuss some of the
ways in which the pandemic may change the healthcare
delivery landscape going forward.

Accelerated Shift to Outpatient Settings

Healthcare delivery has been shifting toward the
outpatient setting over the past two decades for several
reasons, including patient convenience and lower cost of
care (and not necessarily in that order). The Centers for
Medicare & Medicaid Services (CMS) has promulgated
agency regulations and guidance to incentivize the
provision of care in these lower-cost settings; this shift
may well be accelerated as a result of the pandemic.

Ambulatory surgery centers (ASCs) are uniquely capable
of handling surgical overflow from hospitals, a
characteristic that healthcare organizations may find
more valuable post-crisis. During the pandemic, ASCs
have been allowed to coordinate with local hospitals to
provide hospital services.® If these partnerships are
successful, hospitals are likely to remember this
coordinated response when making future transactional
decisions. The post-COVID-19 transactional arena may
consist of healthcare organizations with deeper interests
in non-traditional sites of care, including ASCs, urgent
care centers, or telemedicine companies, as these
business lines may provide a way for healthcare
organizations to diversify their revenue.

Further, the proliferation of concierge medicine, i.e.,
primary care providers who usually receive annual or
monthly fees in exchange for providing patients 24/7
access, has gained significant momentum during the
pandemic due to the desire to obtain treatment and testing
outside of hospitals. Consumers may become
accustomed to the priority treatment received from
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concierge providers, leading to growth in this form of
outpatient treatment. Technologically-inclined concierge
providers, such as One Medical, are ideally positioned to
succeed because they had a strong telemedicine
infrastructure in place pre-COVID-19.6 In contrast, many
traditional primary care providers will not survive the
COVID-19 crisis because of the closures of physician
offices due to stay-at-home orders; the wariness of
patients entering a medical facility during a pandemic;
and, the non-emergent nature of many primary care
appointments.” Further, most primary care providers,
who tend to have fewer technological and financial
resources,® are unprepared to add telemedicine services
to their practices; only 22% of family physicians used
video visits in 2019.° Without massive support from the
government, many primary care practices will not
survive the pandemic,'® providing an opportunity for
concierge providers to gain significant market share.
Healthcare organizations seeking to expand their
outpatient footprint may find failing primary care
facilities or successful concierge providers as attractive
acquisition targets.

Expansion of Telemedicine Services

While relaxed regulations related to telemedicine across
all aspects of healthcare, from hospice to primary care,
were intended to be temporary when established, these
regulatory changes may permanently shift how medical
care is delivered and reimbursed. CMS has loosened site
limitations and expanded the number of covered
telemedicine procedures to 80, and is paying for these
services at the same rate as their in-person counterparts.
Some Medicare COVID-19 reimbursement changes, e.g.,
allowing providers to see patients without a previously-
established relationship and allowing patients to receive
telehealth services regardless of the patient’s or
provider’s location, may be allowed continue going
forward.*? In fact, on April 15, 2020, CMS Administrator
Seema Verma announced that CMS is exploring how it
can make the emergency telehealth regulation changes
permanent once the pandemic is over,*® and will be
working with Congress to expand telehealth access to all
Medicare beneficiaries post-COVID-19.%

In addition to Medicare, private insurers have also
expanded their telehealth policies, with most shifting to
cover telehealth visits of all kinds since the start of the
crisis.’® Multiple insurers, including Anthem, Cigna,
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UnitedHealthcare, and Aetna, are waiving any cost
sharing for telehealth visits*® and/or reimbursing for
telemedicine services at the same rate as in-person
visits.'” Significantly, several insurers own telemedicine
services (e.g., Anthem’s LiveHealth Online), which
compete directly with providers.® Health insurers may
be able to establish themselves as telehealth providers for
their subscribers during this crisis, creating a competitive
advantage post-COVID-19. Moreover, commercially-
insured patients will likely become much more
accustomed to telehealth services as a result of having to
use the technology during the crisis,*® Patients may
consequently opt to continue receiving medical services
in this manner post-crisis, which means that providers
who do not offer telehealth services may find it difficult
to convince commercially-insured patients to come into
the office for visits that can be provided virtually. This
reliance on commercial reimbursement is primarily
because of the significant price discrepancy between
Medicare payments and commercial insurance payments;
on average commercial insurance reimburses hospitals at
241% of Medicare rates.?

From a broader policy perspective, this forced overnight
shift to telemedicine is more efficient for the healthcare
delivery and payment system overall. Increased
utilization of telemedicine will reduce unnecessary (and
costly) emergency room visits and help physicians
prioritize patients with complex conditions, including
allowing them to spend more in-person time with those
patients and more frequently monitor their conditions
through telemedicine technology. Thus, those providers
who choose not to adapt to this healthcare delivery “sea
change” may jeopardize revenue and market share.

Increased Delivery of Healthcare in the Home

As alluded to above, the COVID-19 crisis has not just
shifted services to the outpatient setting, but is also
shifting certain services from being provided by a
physician in the hospital to being provided by a nurse in
the patient’s home.? While this trend toward providing
more care in the patient’s home began in earnest over the
past couple of years due to the CMS expansion of
payment for home healthcare services?? and the overall
shift to value-based reimbursement, this change may
become much more prevalent, as the expansion of these
services during the crisis are affirming that some services
do not, in fact, need to be performed by physicians or in
a hospital setting. Because patients treated in the comfort
of their own homes require less testing, have fewer
readmissions, and report higher satisfaction with the care
received,? taking certain services out of the hospital
setting will not just reduce long-term costs for insurers,
but will also reduce healthcare costs for patients. Going
forward, hospitals may face significant pushback from
patients if providers insist the services received in the
home during the crisis must now be returned to the
hospital setting, especially if the patient was satisfied
with the care received in-home. This shift may allow
home health providers to capitalize on the newfound need
for home healthcare post-COVID-19.%
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The Final Blow to Rural Providers

Rural hospitals were already in a precarious position pre-
crisis, with many rural providers teetering on the brink of
closure with “razor-thin” operating margins.?> COVID-
19 has changed the risk of closure into a reality — seven
rural hospitals have closed since the beginning of the
pandemic.?® Before the crisis, approximately 25% of
rural hospitals were at risk of closing unless financial
conditions improved.?” The elimination of elective
procedures will further negatively affect the long-term
viability of many rural providers, as evidenced by the
American Hospital Association (AHA) requesting
additional emergency funding for that very reason.?

Pre-crisis, rural hospitals were already a victim of their
circumstances, due to an older and less healthy patient
population,? rural outmigration, payor-mix
degradation,° clinician shortages, and an overall lack of
capital.®* The current pandemic may be the final blow.
The federal stimulus efforts, in their current form, are
likely not sufficient to prop up rural hospitals for the
duration of the public health crisis.®? Closures of rural
hospitals could significantly change the healthcare
delivery landscape in much of the country. This may
force the expedited adoption of telehealth in rural regions
at a time when broadband networks, even in rural
America, appear to have sufficiently handled the surge in
traffic from the pandemic, indicating that rural broadband
networks can support the use of telehealth in rural areas
post-COVID-19.%

Ameliorated Healthcare Worker Shortages

The critical state of the physician workforce shortage has
been highlighted by the pandemic, compelling the
relaxation of Medicare licensing restrictions that has
allowed for an influx of physicians and other healthcare
clinicians.® Regulations loosened by the Department of
Health & Human Services (HHS) include allowing
hospitals to use non-physician providers (NPPs) to the
fullest extent possible.® Current Medicare standards of
care regulations, which require Medicare patients to be
under the care of a physician, have been waived for the
duration of the crisis.®® Other changes related to NPPs
include the following:

(1) The Coronavirus Aid, Relief, and Economic
Security  (CARES) Act permanently
authorizes NPs and physician assistants
(PAs) to order home healthcare services for
Medicare patients;*’

2) CMS waivers allow all providers to
practice across state lines (via telehealth
technology) at the top of their license
authority;®

3) CMS waivers allow NPPs to perform some
medical exams at skilled nursing
facilities;*® and,

(4) A number of those states that do not
currently allow full practice authority have
relaxed their scope of practice standards.*°
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These expansions in NPP scope of authority and state
licensure could theoretically remain in place going
forward with minimal adverse consequences. Such
changes may serve to alleviate physician manpower
shortages not just during a public health crisis, but over
the next few decades, as the aging Baby Boomers
population will require more healthcare services than the
current physician population can provide. Because CMS
has shown a willingness in the past to expand NPP
practice authority, more states have been expanding NPP
scope of practice,”* and the federal government has
explicitly endorsed expanding NPP practice authority,*
there is a strong possibility that at least some of these
changes related to NPP practice authority will become
permanent.

In addition to expanding NPP practice authority, many
states have also substantially decreased licensing
requirements for foreign physicians and medical
students, which may further alleviate physician shortage
problems long term.*® Foreign physicians (who are
already living in the U.S.) will likely stay in the U.S. post-
crisis due to the higher physician salaries,* which would
significantly increase the supply of physicians.®®
Additionally, many states have allowed nearly-graduated
medical students to commence practicing immediately.*®
Thousands of medical students have joined the ranks to
fight COVID-19, with some in special services roles, but
many through early residency start.*’ The push to
graduate medical students early could finally move
medical schools in the direction of graduating more
medical students based on competency-based medical
education (wherein students are judged on competency,
not on years in medical school), which would
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significantly reduce physician shortage problems in the
long run because many medical students could graduate
after three years, in contrast to the current four-year
curriculum.*

The Future is Still Unwritten

As the ultimate impact of COVID-19 is unknown, it will
likely take a significant amount of time before healthcare
consumer behavior returns to previous trends, if ever.
Moreover, what characteristics will define the “new
normal” of healthcare consumer behavior remain
tentative at best. Health policy experts have argued that
this unprecedented moment in the nation’s history is the
ideal time for Congress to transform the U.S. healthcare
delivery system.*® However, policy experts may
overestimate the appetite of congressional lawmakers for
bipartisan healthcare reform, especially considering the
impending presidential election. While Congress has
acted swiftly and cooperatively thus far to alleviate the
economic and healthcare crisis, further bipartisan
agreement on contentious healthcare issues seems
improbable.>® While healthcare crises such as COVID-19
may highlight the inadequacies of the healthcare delivery
and payment system, and accordingly spark healthcare
reform conversations, the reality is that Americans
traditionally have only had the appetite for small
incremental changes to the healthcare system. Although
a wholesale change of the healthcare system appears
improbable, the changes highlighted above, such as
patient care settings shifting away from traditional
settings and the utilization of technology and other
clinicians to increase healthcare access, could, in
aggregate, result in the next paradigm shift in the U.S.
healthcare delivery system.
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Mr. Zigrang is the co-author of “The Adviser’s Guide to Healthcare — 2nd Edition” [2015
— AICPA], numerous chapters in legal treatises and anthologies, and peer-reviewed and
industry articles such as: The Accountant’s Business Manual (AICPA); Valuing
Professional Practices and Licenses (Aspen Publishers); Valuation Strategies; Business
Appraisal Practice; and, NACVA QuickRead. In addition to his contributions as an author,
Mr. Zigrang has served as faculty before professional and trade associations such as the
American Society of Appraisers (ASA); American Health Lawyers Associate (AHLA);
the American Bar Association (ABA); the National Association of Certified Valuators and
Analysts (NACVA); Physician Hospitals of America (PHA); the Institute of Business
Appraisers (IBA); the Healthcare Financial Management Association (HFMA); and, the
CPA Leadership Institute.

Jessica L. Bailey-Wheaton, Esq., is Senior Vice President & General
Counsel of HCC, where she focuses on project management and consulting
services related to the impact of both federal and state regulations on
b healthcare exempt organization transactions, and research services
necessary to support certified opinions of value related to the Fair Market
Value and Commercial Reasonableness of transactions related to healthcare
enterprises, assets, and services. She has presented before associations such as the
American Bar Association and NACVA.
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John R. Chwarzinski, MSF, MAE, is Senior Vice President of HCC,
where he focuses on the areas of valuation and financial analysis of
healthcare enterprises, assets and services. Mr. Chwarzinski holds a
Master’s Degree in Economics from the University of Missouri — St. Loulis,
as well as, a Master’s of Science in Finance Degree from the John M. Olin
School of Business at Washington University in St. Louis. He has presented
before associations such as the National Association of Certified Valuators and Analysts;
the Virginia Medical Group Management Association; and, the Missouri Society of CPAs.
Mr. Chwarzinski’s areas of expertise include advanced statistical analysis, econometric
modeling, and economic and quantitative financial analysis.

Daniel J. Chen, MSF, CVA, focuses on developing Fair Market Value and
Commercial Reasonableness opinions related to healthcare enterprises,
assets, and services. In addition he prepares, reviews and analyzes
forecasted and pro forma financial statements to determine the most
probable future net economic benefit related to healthcare enterprises,
assets, and services and applies utilization demand and reimbursement
trends to project professional medical revenue streams and ancillary services and technical
component (ASTC) revenue streams. Mr. Chen holds the Certified Valuation Analyst
(CVA) designation from NACVA.

Paul M. Doelling, MHA, FACMPE, has over 25 years of healthcare
valuation and operational management experience and he has previously
served as an administrator for a number of mid to large-sized independent
and hospital-owned physician practice groups. During that time, he has
participated in numerous physician integration and affiliation initiatives.
Paul has authored peer-reviewed and industry articles, as well as served as
faculty before professional associations such as the Medical Group Management
Association (MGMA) and the Healthcare Financial Management Association (HFMA).
He is a member of MGMA, as well as HFMA where he previously served as President of
the Greater St. Louis Chapter.
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