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Healthcare Transformation
2025 and Beyond:

Drivers and Promising Areas for Continued Focus

Overview of Healthcare Transformation

Healthcare transformation has experienced renewed momentum in recent years, largely driven by the increasing
demand for care and the continued high cost of providing it, along with ongoing innovation within the healthcare
industry.

The demand for care is rising alongside significant inflation in labor, drug, and supply costs for hospitals and health
systems. This has created pressure to shift care delivery to lower-cost ambulatory settings, such as urgent care and
other outpatient facilities, where technology and advancements in pharmaceutical therapies enable a broader range of
services to be delivered outside traditional inpatient environments.

Simultaneously, macroeconomic, and other long-term trends are expected to shape priorities in healthcare delivery,
presenting new opportunities and challenges.

Collectively, these drivers are shifting the industry from a traditional, reactive
model to one focused on efficiency, proactive and preventive care, and value. ..‘0. g‘ncc;‘;gstfedn:g';ﬁ:;z’ism
This shift will require fundamental changes in how healthcare is organized,

financed, and delivered, with the goal of improving quality, access, and IE

affordability. The current fragmented, fee-for-service model is expected to ‘
evolve into a more integrated, patient-centered, and value-based system over
the next 5 to 10 years.

Suboptimal outcomes,

as seen in high readmission
rates, medical errors, and
growing disparities in access
/‘ and affordability

Supply chain complexity
. . and challenges
Emerging Areas of Transformation: ,
Advancements in Al
Several focal areas underpin the imperative for transformation in healthcare: § andmaehineeRmIGE
Greater value realized
e Shift to value-based care — transitioning from volume to value-based ﬂ from lower acuity settings
. . (e.g.,ambulatory, virtual,
payments that reward providers for positive health outcomes. and home care)
e (Care coordination — improvements across the full continuum to reduce : The role of mergers and
fragmentation and ensure continuity of care. * acquisitions as a key
. . T . component of healthcare
e Patient-centered care — focusing on individual patient preferences, system growth strategies

needs, and values, while empowering patients to participate actively in
decision-making.
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e Leveraging technology — incorporating technology tools such as EHRs, remote monitoring and advanced data
analytics to support improved communication, and evidence-based decision making.

e Community-based services integration — expanding care delivery outside traditional clinical settings (e.g., retail
clinics, and home-based environments) to improve accessibility and convenience.

e Population health management (including a focus on social determinants of health) - emphasis on the health
outcomes for groups or entire populations via prevention, chronic disease management, wellness programs
versus one off treatment for individuals.

How will this get done?

Movement Toward Alternative Care Delivery Sites and Connectivity of Services

Health care systems are increasingly looking beyond their legacy operations to build more cohesive, value-based service
offerings. Forward-looking organizations recognize that new growth opportunities often exist outside traditional
hospitals. These opportunities include home care, post-acute services, and expanded ambulatory offerings, all requiring
strategic investments to support seamless connectivity across care settings.

Investments in technology and data are central to this movement. Connected devices like smartwatches, continuous
glucose monitors, and other medical-grade sensors enable real-time health monitoring, supporting proactive
intervention and empowering patients to take an active role in managing their health.

Telehealth and remote care platforms, which grew rapidly during the COVID-19 pandemic, are now commonplace and
have improved access to care in rural and underserved communities. These platforms also enable new staffing models,
allowing healthcare professionals to work remotely or in varied settings.

Advances in electronic medical records (EHRs) and interoperability have enhanced information technology systems,
paving the way for more comprehensive, coordinated care by allowing authorized providers timely access to health

data. Continued investment in these areas is essential for transformation.

Focus on cybersecurity is increasingly important, with robust measures needed to protect sensitive patient data and
ensure operational integrity as healthcare moves further toward digital delivery.

Artificial Intelligence (Al) Adoption

In the near term, Al priorities are likely to focus on infrastructure and controlling costs. Present-day Al applications often
center on merging and cleaning data from various systems, as well as performing specialized tasks such as drafting visit
notes and reviewing prior authorizations. Future investments should further support cost containment initiatives, such
as automating administrative tasks (e.g., call centers, claims adjudication). Partnerships among healthcare organizations
can accelerate Al adoption while enabling more integrated solutions.

Reinforcing Healthcare Delivery Networks Through Collaboration

Success in fostering value-based healthcare delivery relies on strategic collaboration and alignment with physicians and
other providers. Building strong, expansive care delivery networks is important, whether the aim is geographic
expansion, increased scale, improved access, higher quality of care, or adoption of value-based models. Ongoing
physician workforce shortages are expected, making competition to strengthen networks even more intense. While
advanced practitioners can help address these gaps, they cannot entirely replace specialty shortages.

Retail health and private equity are becoming more prominent as strategies for differentiation and physician
collaboration. These avenues provide opportunities for healthcare organizations to work with physicians on innovative
care delivery approaches, including care management episodes of care and new economic incentives aligned with value-
driven outcomes.
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Retail health and private equity initiatives:

e In-store clinics like CVS MinuteClinic and Walmart Care Clinics, located
within pharmacies and supermarkets, for services like treating minor

illnesses, routine screenings and receiving vaccinations. Also includes
expansion of services like virtual calls (telemedicine services accessed
from in-store clinics) and home delivery of lab tests.

e Private equity investments supporting the expansion of physician
practices and innovative care models are fueling efforts to expand Retail Health and Private Equity
access, particularly specialty care.

Several related trends are emerging:

e Physicians are playing a larger role in the governance and oversight of care models, ensuring that clinical
perspectives shape decision-making.

e Organizations are also leveraging technology to streamline administrative tasks, reducing provider burden, and
enabling physicians to focus more on patient care and active participation in evolving value-based care delivery.

e Retail clinics partnered with or operated by health systems are surfacing across the country, as a means of
providing convenient care options.

Focus on value-based care delivery

Payers are working toward value-based care in part through continued investments in care delivery capabilities. These
vertically integrated solutions will help position them to manage risk-bearing populations as well as create new revenue
streams.

Example: Vertically integrated chronic

One of the more promising among vertically integrated care models is chronic
disease management

disease management. Health care businesses that seek to treat the end-to-end

needs of patients with certain diseases (e.g., musculoskeletal, women’s health, Gelsinger Health ConnectedCare365:
. . Virtual Care for Chronic Conditions

oncology) are acquiring the assets and using technology-supported care

capabilities to address patients’ holistic needs, including those with complex

social, medical, and behavioral challenges. These vertically integrated

approaches to disease management are being well received by patients and Pationt dovices send health data
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physicians alike, and early results point to better outcomes and improvements TSR
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in both cost and consumer satisfaction. @@ a
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Geisinger Health ConnectedCare365 is a good example of this: Alidentifies high-risk patients
needing early intervention

Their virtual care platform uses a smartphone app to collect data from patient v
devices like blood pressure cuffs and glucose meters. Al-powered analytics o
identify high-risk patients who may need intervention to avoid an ER visit or Clinicians intervene before ER

s . . . . visits or hospitalizations
hospitalization by enabling clinicians to intervene early when data shows a 1
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patient’s condition is worsening. Also provides patients with tools to manage Q E Q‘ "
their health, review educational materials, and communicate regularly with Patients manage health, access

educational materials, and commuicate

their care team remotely, fostering greater engagement in their own care. The itECRE eameenaEy
program is designed with patients with chronic conditions like diabetes, heart

failure, hypertension, and COPD.
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Overall, there is an opportunity to use advanced analytics to understand consumers’ preferred engagement channels,
anticipate their needs and help the entire care team create a unified experience that can help improve care and further
reduce cost.

Challenges for moving forward:

The path forward will encounter challenges including financial constraints, workforce shortages, and complexity related
to implementation of new technologies along with concerns about data security and interoperability. As with any
attempted transformation of this magnitude, obstacles around resistance to change, cultural bias toward reliance on
legacy systems and operations, regulatory hurdles, and competing demands often get in the way of progress. These
potential barriers may hinder redesigning care processes and fully leveraging modern technology to achieve the desired
result.

Healthcare professionals often resist change due to ingrained training and protocols, established workflows, and risk
aversion. Gaining staff buy-in is a critical and often difficult step in implementing new systems and/or processes. The
healthcare industry is inherently cautious due to patient safety concerns and strict compliance standards making
organizations hesitant at times to take the risks required for bold innovation.

In terms of technology and data challenges, many healthcare organizations rely on outdated legacy systems that are
difficult to update, increasingly vulnerable to cyberattacks, and do not integrate well with modern technology.
Implementing new tools without a clear perspective regarding patient and provider needs can also create costly
missteps and wasted resources.

The need to work through complex regulations is nothing new for healthcare providers and organizations. Indeed, the
healthcare regulatory environment is confusing, unpredictable, and constantly evolving. Organizations must navigate
complex frameworks like HIPPA, anti-kickback laws, and rules around authorizing care (e.g., prior authorization).

If you or your organization are contemplating steps toward transforming your practice and/or delivery model, we have
worked with several clients on initiatives that involve organizational change (new processes, changes to operating
model(s) and leadership structure. We also have expertise on hand to assist with data analytics, data architecture and
related data security and privacy considerations. Please reach out and we’d be happy to discuss how we may assist.
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