Exhibit 2-9: Three Future Health Care Scenarios

Scenario One: Stormy Weather

None of the fundamental problems of cost, quality, or access are resolved by 2005. Between
2005 and 2010, managed care fails to deliver reduced costs or push quality resulting in a backlash
by consumers and providers. Legislation is enacted to negate the authority of managed care.
Medicare cherry-picking by risk insurance plans leaves the sickest patients to be covered by
conventional indemnity plans. A few major provider groups emerge; physicians and hospitals fear
leaving their group. In a tight labor market, large employers continue to offer health benefits to
employees; smaller employers are less able to pay for the increased costs. Health care spending reaches
19 percent of GDP and 22 percent of the population is uninsured. New technology continues to offer
improved, less invasive alternatives and is demanded by baby boomers — a knowledgeable group
that expects to participate in their own health care decisions. No social consensus develops to limit
end-of-life care. Information technologies require huge investment but lead to disappointing results
in terms of cost savings. The public health sector minimally meets its mandated functions. People
worry about losing health benefits and most are unhappy with the increased out-of-pocket costs.
Medicaid strains state budgets; Medicare strains the federal budget - especially as early boomers
begin to access the system in 2010. Health care reform is in the forefront of public policy once
again.

Scenario Two: Long and Winding Road

Large employers maintain price pressure on health plans and require greater contribution by
employees. The increased out-of-pocket costs cause employees to reduce their use of health care
services. Health plans tighten control through closed networks that pressure providers for clinical price
controls. Providers attempt to resist the insurance “hassles” with very limited success. The 1998 federal
budget bill includes Medicare and Medicaid cost containment as it does each year following. The
public health system continues to compete with the private sector on health service delivery. Health
care costs reach 16 percent of GDP and 16 percent of the population is uninsured. The system remains
tiered with 20 percent in public coverage or uninsured, 60 percent in restrictive managed care, and
20 percent in high-end, indemnity insurance programs. Cost-based reimbursement is curtailed; large
integrated providers have not materialized. Physicians tend to practice in small groups (although there
are no solo practices). Comprehensive health care reform does not rise to the top of the public policy
agenda because the system is managing to “muddle on through...”

Scenario Three: Sunny Side of the Street

Competition drives excess capacity from the system and providers and patients work together
to improve health. Newly trained physicians have lowered income expectations. Providers with
best practices survive; consolidation occurs and excess capacity (especially hospital beds) is
eliminated. Prospective payment covers all outpatient services. Clinical information systems improve
care processes and outcomes. The electronic patient record becomes a reality. Technology focuses
on improved outcomes and reduced costs. Therapy trade-off can be made based on cost-
effectiveness. Public health will engage in public-private partnerships and will focus on assessment,
development of policy, and assurance. Health care costs are 15 percent of GDP, and 10 percent of
the population is uninsured. The systems are in place to minimize unnecessary variations in health
care practices, operate efficiently, track outcomes to lead to further improvements, and handle the
aging of baby boomers. Insurors are rewarded for improving the health of a population and focusing
on long-term health care decisions.

Source: Institute for the Future, Health and Health Care 2010: The Forecast, The Challenge (San Francisco:
Jossey-Bass Publishers, 2000), pp. 10-14.
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