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ScENARIO PLANNING

EXECUTIVE SUMMARY

T he Internet has aready changed health care substantially—and in the next
few yearsit will bring much more change. Organizations and individuals
from dl parts of theindustry need to prepare ourselvesfor these events. But the
directionsin which the Internet will propel hedlth care are uncertain.

Thisreport describesapowerful method for anticipating thisuncertain future
of the Internet in health care, and for preparing for it. The method is “scenario
planning,” which enables us to construct flexible and diverse responses to our
changing industry. In this report, you will find the results of scenario planning
exercisesthat were devel oped during aconference conducted by the Ingtitute for
the Future to understand the future of the Internet in hedlth care.

These scenarios are particularly valuable for their ability to dea with the
uncertainty that characterizesthefuture. Weuseamethodthat allowsusto“ accept
uncertainty, try to understand it, and makeit part of our reasoning,” inthewords
of Pierre Wack, an internal planner from Shell. The futures contained here are
expressed as stories, with plots, heroes, winners, and losers. By using them, we
can work to build the futures that we warnt.

In congtructing these scenarios, we analyzed the following driving forces:

e Thegoasand behavior of consumers

» Theimportance of the privacy of health information
» Trendsin hedth care goods and services

* Payment

e Capital flows

e Technology

* Regulaion

* Quadlity and outcomes measurement

* Sources of innovation

In the future, as these forces emerge in the marketplace, we will be able to
identify them asindicators of the direction of change.

InsTITUTE FOR THE FuTURE O HealtH CARe HORIZONS
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The Internet has
already changed health
care substantially —
and in the next few
yearsit will bring much
more change.

Four Scenarios for the Future

We found that health care and the Internet are likely to take one of four broad,
categorical paths in the future, each forming a quadrant in amatrix: UniNet (simple
system, rapid adoption), IslandNets (complex system, slow adoption), MultiNets
(complex system, rapid adoption), or CentralNet (simplesystem, slow adoption). Here
are more detailed descriptions of these categories:

UniNet. Inthefirst scenario, health careisorganized into arel atively simple system
that has adopted the Internet and information technology quickly and comprehen-
sively.

In this scenario, one platform of data exchange has emerged as the way to conduct
I nternet-based businessin health care. Health careprovidersand healthinsuranceplans
have recognized the cost reduction that comes with administrative simplification and
when alternatives for face-to-face care are reimbursed, meeting consumers' demand
for technology solutionsthat they see everywhere elseintheir lives. Thetrend toward
consolidation hasincreased therel ative power of thefew playersleftineach sector. The
market regul atesitself andisdoingadecentjobof it. Aggregatorsof servicesand goods
are winners, offering decent deals to those who buy online.

IslandNets. In this scenario, health care has evolved into a complex, fragmented
system, and it only moves slowly toward adopting the Internet and information
technology.

Inthisscenario, despite effortsto integrate I nternet-based health care productsand
services, non-health-careindustry types havelacked the staying power needed to exist
within the complex, fragmented health care space. Information fiefdoms remain
islands that resist integration and therefore, quality is still immeasurable. Proactive,
connected, Internet-savvy consumers who are unable to find what they want are
frustrated and revert to shopping outside of traditional providers—even viathe black
market.

CentralNet. In this scenario, the health care market is consolidated and simple.
There is slow movement among consumers and professionals toward adopting
I nternet-based technol ogies.

In 2002, ahigh-profile, celebrity death caused by unregulated online prescriptions
or herbals scared consumersand health care providersaway from using the Internet for
health care. Federal regulators and entrenched health care powerhouseswork together
to regulate and tax health e-commerce almost out of existence. Smaller health care
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organi zationsand physicianssurviveonly if they play with thefew remaining big guys.
The only place where the Internet is making any headway is in administrative
simplification, and it's slow at that.

MultiNets. Inthisscenario, thehealth caremarketiscomplex and fragmented. There
israpid movement among consumers and professional stoward adopting the Internet.

Unafraid and empowered consumers have pushed the heath care market to
innovate, and the fragmented market has plenty of room for any dotcom with an
interesting health careidea, creating aglut of productsand services. Large playersare
too slow to meet consumers’ desire for choice, and smaller, more agile dotcoms are
very responsiveto consumer needsand demands. Regul ation variesdepending onwhat
issues have received the greatest amount of media coverage. Privacy has not been
resolved, and there is a certain amount of caution in using the Internet for health
purposes—nbut the trade-off istoo great not to use the Internet.

Applying Scenario Planning

Scenario planning, and thefour previously described scenarios, can beused asvaluable
resources by boards of directors, by planning staffs, and by operations and other staff
members. Scenarios can extend planning horizons that otherwise often stop at the
three- to five-year horizon. They can widen and deepen environmental forecasts that
normally are shortchanged in organizational planning processes. They can be used to
develop amap of relevant I nternet issues so that i nterconnectionsamong issues can be
seen more clearly and priorities set more intelligently.

Thisreport a so describes two other, related, planning methods. These are SWOT
—theStrengths, Weaknesses, Opportunities, and Threatsanalysis; and Skunk Works—
amethod for predicting what competitors and other outside organizationsarelikely to
do and for seeing how the industry appears to people from outside the organization.

REeFLECTING ON PossIBLE FUTURES

E xplosive growth and frenetic change characterize the e-health sector—and they
demand a carefully reasoned response. Millions of investment dollars are
pouringinto e-health organi zati ons even though many of them do not have an apparent
revenue model ; established health organi zationsfear the encroachment of online pure-
playsinto their markets. The projected increasein online business-to-businessmodels
and the chaos of today’s fragmented health care system combine to create new
opportunities for all sectors of the industry.

Part |
Scenario Planning
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Scenarios can widen
and deepen environ-
mental forecasts that
normally are short-
changed in organiza-
tional planning
processes.

The projected increase
in online business-to-
business models and the
chaos of today’s
fragmented health care
system combine to
Create new opportuni-
tiesfor all sectors of

the industry.

TheFutureofthelnternetin Health Care: Four Scenariosfor 2005will hel preaders

step back, reflect on possible futures, think about their Internet strategy, and weigh

optionsfor action. The Institute for the Future (IFTF) has created a set of scenariosfor

2005: pictures of the health careworld that take into consideration how important, but

uncertain, driving forcesmay interact to createwinnersandlosersinthelnternet world.

The set of scenarioswill explore how the Internet will affect, change, and perhaps

transform health care in 2005 by answering the following research questions:

How will the Internet act as a tool to enable new business growth for health
organizations and their competitors? What will the new entrants into the e-health
market look like and how will they threaten your business?

How will driving forces such as new consumers (defined here as those with more
education, income and access to technology) and the shift from defined benefit to
defined contribution push health and health care productsand servicesonline? How
will incumbent health care organizations and newly established businesses take
advantage of, or be blindsided by, newly created market pressures?

Where will innovation in health care come from in the future and how can health
organizations tap into that innovation?

Some business applications will move online at a different pace than clinical
applications. How do health care organizations separate those worlds and decide
whereto focus first?

Thisreportwasoriginally written asaworkbook for Heal th CareHorizonsmembers

attending the research conference, The Future of the Internet in Health Care: Four
Scenarios for 2005. It was presented June 1416, 2000, in San Francisco. The report
builds on the original workbook by incorporating the results of the conference.

Though conference attendance and direct work with expertsarethemost productive

ways to learn about this research, this report is designed to facilitate the process an

organization might useasapart of itsstrategic planning. Thesection, “HowtoUseThis

Study” (page 39) explainshow different level sof management can most effectively use

this approach to strategic planning.
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INTRODUCTION TO SCENARIO PLANNING

W henHerman K ahn coinedthephrase*” scenario planning,” inthe 1960s, hewas
composing scenarios at the RAND Corporation on thefuture of nuclear war.
He was, in his own words, “thinking the unthinkable” as a way of playing out the
potential outcomes of nuclear war.

War gametheory has been the theme of agreat many business best-sellers, such as
The Art of War and The Art of Management, The New Machiavelli, and The Book of
Five Rings. Scenario planning is borne out of the need to anticipate and plan—as did
the samurai warrior or Florentine prince—for the unexpected.

In fast-moving markets—particularly those driven by technological change, the
whims of Wall Street, and the quirks of fickle 21st-century consumers—scenario
planning isacrucial strategic planning tool. It helps organizations “ think the unthink-
able.” Thescenario planning (SP) processforcesusto think through thedriving forces
that shape our operating environments: competition, legislation, labor markets, and
consumers, among others. We then decide which of the driving forces are most
important to our organizations, and bear the most uncertainty. SP also forces us to
ponder wild cards—those low-probability but potentially high-impact events—that
blow our assumptions out of the water.

The Role of Uncertainty in Scenario Planning

WhileKahn can beconsidered thegrandfather of SP, Royal Dutch Shell wasthefather.
Shell adopted SP techniques for the long-term forecasting of energy markets. During
theoil crisisof 1973, it wasthe results of SP that hel ped the company prevail over its
competitors. Shell’sinternal scenario-planning champion, Pierre Wack, wrote, “ Too
many forces work against the possibility of getting the right forecast. Accept uncer-
tainty, try to understand it, and make it part of our reasoning.”

Scenario planning accepts—even cel ebrates—uncertai nty. SPpresumesthat, while
many aspects of thefuture are predictable, there are uncertaintiesthat prevent usfrom
doing straight-line extrapolation of trends. SP lets us systematically think about
uncertainty by considering multiplealternative futures. Thesefuturesare expressed as
stories, with plots, heroes, winners, and losers. When employed most fruitfully, the
practice of scenario planning is more Disney than Harvard Business School. Remem-
ber that Kahn and his team termed the process “ scenario” planning; scenarios are the
basic plotlines of movies. Kahn, one of the RAND war gaming team, used the word
“scenario” because he liked the emphasis on creating a story or myth.

Part |
Scenario Planning

“ Fortune prefersthe

prepared mind... ”
— Louis Pasteur

“ltisnot what we
don’'t know that gets us
into trouble; it iswhat
we know that ain’'t so.”
— Wil Rogers
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Scenarios and Strategy

If we“do” scenario planning right, and spread the lessons of the scenarios and their
indicatorsto coll eagues and management teams, we can begin to recognize the future
as it unfolds and identify key signals of change in a timely way. This enables
organizations to make necessary course corrections when they will be most useful:
during, not after, a sea change in a market.

Furthermore, we can use scenarios as test beds for corporate strategy and ask
ourselvesthese questions: How doesour strategy play out in each scenario? Whereare
we vulnerable? Can we turn a weakness into an opportunity? By playing out our
strategy against each scenario, we can test the robustness of the strategy and retool it
to help us navigate uncharted waters. And what's more uncharted than the role of the
Internet in health care at the start of the new millennium?

SceNARIO PLANNING METHODOLOGY

enario planning derives from the observation that, given the difficulty of

nowing precisely how thefuturewill play out, agood strategy to adopt isonethat
plays out well across several possible futures. To shape a robust strategy, several
scenarios are created such that each scenario is mutually exclusive. Each future
scenario model sadistinct, plausibleworldinwhich heal th organi zationsmight oneday
have to compete. IFTF s scenario planning methodology used for The Future of the
Internet in Health Care: Four Scenarios for 2005 is described below.

Set the Context:
Identify Critical Issues and Driving Forces

In thisfirst phase, we elicited input from the IFTF team to identify the critical issues
related to the effects of the Internet on health care. The goal of thistask wasto make
the driving forces visible so that, as they emerge in the environment, they can be
identified asindicatorsof thedirection of change. We aggregated thedriving forcesfor
the four scenarios into broad categories of consumers, privacy, health care services,
health care goods, payment, capital flows, technology, regulation, quality, and inno-
vation. Each driving force was viewed in the unique context of each of the four
scenarios through a set of similar questions. The factors that are common to all
scenariosand rel atively predictableare not given asmuch wei ght asthosethat play out
differently and separatethe scenarios. The scenariosare useful not asforecasts of what
will be, but as consistent pictures of what might result from the interplay of this

HealthH CaArRe HorizoNs [ INSTITUTE FOR THE FUTURE



particular set of driving forces. For each driving forcein each scenario, weasked some
of the questions delineated on pages 8-9.

Each driving force can be defined across a continuum from “low” to “high.” For
example, taking the first driving force, “Consumers,” you should think about this
force ranging from alow level of consumer demand for customer service, choice,
control, brands and information to a majority of consumers making such demands.

We focused our discussion on two critical driving factorsthat we believed would
be most important in determining the effect of the Internet on health carein 2005: the
rate of adoption of Internet-based technol ogy, and the complexity and fragmentation
of the health care market.

Part |
Scenario Planning

Seenario planning
derives from the obser-
vation that, given the
difficulty of knowing
precisely how the future
will play out, a good
strategy to adopt is one
that plays out well
across several possible
futures.
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DRIVING FORCES

Consumers

= How do health care providers
and services meet new con-
sumers for customer service,
choice, control, brands and in-
formation?

= Do non-traditional health care
providers (e.g., complementary
and alternative medicine prac-
titioners) make significant in-
roads with consumers? Do
Complementary and Alterna-
tive Medicine (CAM) services
supplant or complement non-
CAM services?

= What is the level of patient
satisfaction with the health care
system and how is that mani-
fested?

= How significantly tiered are
consumers by access to health
insurance and health care?

Privacy

= Who protects health informa-
tion online and how is it done?

= |s privacy of health information
heavily regulated and en-
forced?

< How much confidence do con-
sumers have in the privacy of
their health information?

e What are the market forces
guiding use of personal infor-
mation collected online?

« Health Care Services:

= How are the bulk of health care
services distributed—face-to-
face, or remotely?

= Do clinicians embrace or resist
telemedicine and remotely de-
livered care?

= How do health care providers
differentiate themselves?

= How do health care providers
incorporate information tech-
nology into the practice of medi-
cine?

Health Care Goods

= What are the primary distribu-
tion channels for health care
goods?

« How consolidated is the health
care goods market?

« Do health care vendors reach
out to patients to customize their
interaction?

Payment

= How are health care providers
and vendors paid for their ser-
vices?

= What risk-sharing mechanisms
are used and with whom?

< \Which health insurance benefits
are most prevalent?

= What is the level of cost-sharing
with patients in paying for
products and services?

HeaLtH AND HealtH CARe [0 INSTITUTE FOR THE FUTURE



Capital Flows

< What are the sources of fund-
ing into health care organiza-
tions?

< How much funding comes from
institutional, venture capital and
other sources?

Technology

= How integrated are health care
information and medical tech-
nology in the delivery of care?

< What are the standards for elec-
tronic data interchange and
who establishes them?

= Whatare the incentives for pro-
vidersto adoptinformation tech-
nology?

= What kinds of technology are
developed and adopted for
health applications?

Regulation

= How heavily is health care regu-
lated in this scenario?

< Which sectors of health care
are the most regulated?

= Does the market regulate itself
or does the government do the
bulk of regulation?

Quality

= How is the quality of health
care defined and understood
in this scenario?

= What are typical quality initia-
tives and how are they imple-
mented?

= How s quality measured? What
metrics are used? How are
they tracked, by whom and
with what feedback mecha-
nisms?

Part |
Scenario Planning

Innovation

= \What/who are the main sources
of health care innovation in medi-
cal technology and services?

« How is innovation diffused?

InsTITUTE FOR THE FuTURE O  HeaLTH AND HealTH CARE
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We focused on two
critical driving factors:
the rate of adoption of
Internet-based technol-
ogy and the complexity
and fragmentation of
the health care market.

Map the Driving Forces:
Uncertainty and Importance

In this second phase, we categorized the driving forcesinto several groups: those that
areforegone conclusions—that is, thoseissueswe cannot change or influence, such as
demographics and natural resource constraints—and those that are unpredictable but
that can beinfluenced. The uncertainty liesin whether you can predict with somelevel
of comfort where you believe the continuum will lie in 2005. It isimportant to focus
on these driving forces as being important to your core business and highly uncertain.
Wethenarrayedthekey drivingfactorsinatwo-by-two matrix madeby anintersection
of the two most important and most uncertain driving forces: rate of technology
adoptions, and complexity and fragmentation of the health care market. This matrix
provides the constructs for the scenarios.

Develop the Scenarios:
Possible Futures

We elaborated on the scenarios outlined in the matrix and devel oped them into stories.
To create the most useful stories, the team considered the rate of technology change,
thelife cycles of products, the regulatory environment, and other important industry
issues and constraints. Each scenario describes outcomes, trends, and health care
winners and losers, and each is mutually exclusive.

This report lays out the groundwork for scenario planning and gives a basic
description of how to useit for strategic planning. The methodology is easy to apply
and is scalable, depending upon the resources devoted to it. More information and
assistance in scenario planning within your organization can be obtained from
organizations such as Institute for the Future and Global Business Network.

10
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THE SceNARIO MATRIX

A swe mapped the most uncertain and most important driving forcesfor
theimpact of the Internet on health carein 2005, we used two axesto
create a two-by-two matrix:

e The X-axis: the overall complexity of the organizationa structure of the
health care system. Thisis represented as a continuum from a“simple,”
consolidated market with fewer, larger players to a “complex,” highly
fragmented market with many players of varying size and power.

» TheY-axis: therate of adoption of Internet-based technologies by health
carestakeholders. Thiscontinuum rangesfrom slow or piecemeal technol -
ogy adoption by clinicians and health care organizations at an aggregate
level to rapid adoption at all levels.

RAPID RAPID

SIMPLE
X3T1dINOD

SIMPLE
XITdNOD

SLOW SLOW

INsTITUTE FOR THE FuTuRe [0  HealtH CARe HORIZONS
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Four ScenaRIOs FOR 2005 at A GLANCE

UniNet (simple system, rapid adoption)

In this scenario, one platform of data exchange has emerged as the way to conduct
I nternet-based businessin health care. Health careprovidersand healthinsuranceplans
have recognized the cost reduction that comes with administrative simplification and
when dternatives for face-to-face care are reimbursed, meeting consumers' demand
for technology solutionsthat they see everywhere elseintheir lives. Thetrend toward
consolidation hasincreasedtherel ative power of thefew playersleftineach sector. The
market regulatesitself andisdoingadecentjobof it. Aggregatorsof servicesand goods
are winners, offering decent deals to those who buy online.

IslandNets (complex system, slow adoption)

In this scenario, despite efforts to integrate I nternet-based health care products and
services, non-health-careindustry types havelacked the staying power needed to exist
within the complex, fragmented health care space. Information fiefdoms remain
islands that resist integration and therefore, quality is still immeasurable. Proactive,
connected, Internet-savvy consumers who are unable to find what they want are
frustrated and revert to shopping outside of traditional providers—even viathe black
market.

12
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CentralNet (simple system, slow adoption)

In 2002, a high-profile, celebrity death caused by unregulated online prescriptions or
herbals scared consumers and health care providers away from using the Internet for
health care. Federal regulators and entrenched health care powerhouseswork together
to regulate and tax health e-commerce almost out of existence. Smaller health care
organi zationsand physicianssurviveonly if they play with thefew remaining big guys.
The only place where the Internet is making any headway is in administrative
simplification, and it's slow at that.

MultiNets (complex system, rapid adoption)

Unafraid and empowered consumers have pushed the health care market to innovate,
andthefragmented market hasplenty of roomfor any dotcomwithaninteresting health
careidea, creating aglut of products and services. Large players are too slow to meet
consumers’ desirefor choice, and smaller, more agile dotcoms are very responsiveto
consumer needs and demands. Regulation varies depending on what issues have
received the greatest amount of media coverage. Privacy has not been resolved, and
thereisacertain amount of caution in using the Internet for health purposes—but the
trade-off istoo great not to use the Internet.

Part Il
The Scenarios
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RAPID

SIMPLE

The organization of
health care services has
been consolidated in
strong health care
organizations after
years of chaos.

THE SCENARIOS:
NARRATIVE, DRIVERS, CONTENTS, AND |IMPLICATIONS

UniNet (simple system, rapid adoption)

Assumptions: Thehealth caremarket isconsolidated into asimplestructure. There
israpid movement among consumers and professional stoward adopting the I nternet.

Scenario: Consumers are challenging the health care industry to match the conve-
nience and informed autonomy they haveexperiencedin shopping andinvestingonthe
Internet. Those who are healthy feel secure and safe using the Internet and trust that
their health caredatawill beused for their benefit and not exploited inappropriately for
nefarious gain. They demand the ability to enroll in health plans, check their benefits,
and make appointments on the Web. They expect information customized to their
health history so that they may participate fully in health care decisions. They expect
providersto respect their time and provide care by secure e-mail when appropriate, to
avoid unnecessary face-to-face visits with the attendant battles with traffic and time
spent in waiting rooms.

Privacy issues have been resolved as providers and payers compete to demonstrate
how securely health care information is kept. There have been several high-profile
cases of health careworkerslosing their jobsfor violations of privacy guidelines. The
chronically ill remain somewhat cautious with their data for fear of discrimination.

The organization of health care services has been consolidated in strong hedlth care
organizations after years of chaos. Health plans have recognized that, to maintain their
power inthe marketpl ace, they must do morethan managerisk and streamline administra-
tive processes. Hedlth plans have acquired many of the business-to-business e-commerce
companies that were making their first splash in 2000. The result isa highly rational and
automated health care market, where services can be obtained online and providers have
access to population data that allows them to reliably ensure completion of planned care.

Alternativemedicinetherapiesarea so reimbursed, which enticeslargepharmaceutical
companies to consolidate the nutraceutica industries, to profit from new “accepted”
methods of treatment. Although health plans dominate theindustry, large pharmaceutical
companiesimplement amerger model that consolidates the pharmaceutical sector, which
includes R& D, home health equipment, and all other medica accessories.

14
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RAPID

SIMPLE

Consolidation of health plans and consolidation in the pharmaceutical sector facilitate
alternative business models that would continue to promote profitable growth. Cross-
sectional acquisition becomesaviable model at thispoint. Mergersand acquisitions, such
as Abbott and BlueCross BlueShield, take place.

Payers have agreed to reimburse aternatives to one-on-one, face-to-face care models.
Groupvisits, provisionof guidanceto Web chat rooms, andvisitsby e-mail all arerewarded
appropriately.

George W. Bush is gtarting his second term, leading his Republican congressiona
maj ority inmonthly golf outingsandknowingthat hisfriendsintheinsuranceindustry have
only benign intentions. There is clearly no need for consumer protection legidation.
Besides, heargues, theindustry ischanging at | nternet speed and government just needsto
know how to get out of the way so the market can solve any problems.

Rapid development has been facilitated by private agreements early on to adopt
common standardsfor security, datadefinition, vocabulary, and transfer protocols. Before
itwaspurchased by BlueCrossBlue Shield of America(whichhasrestructured asanational
organization known asafor-profit plan with aheart), Healtheon had played amgjor rolein
creating these standards.

This setting of high consolidation, consumer demands with a secure environment,
and high alignment among consumers, providers, and payers leads to very rapid
innovation. The health plans, following the example of Cisco and BlueCross Blue-
Shield, have acquired and taken over all new companiesthat have promising new ideas
so that they can be well compensated and integrated into the greater whole.

This benign, highly organized, well-informed environment has been a boon to
quality of care. All providers write their orders online, which initiates automated
checking for drug interactions, inappropriate therapies, and thoroughness of care.
Population measuresfor prevention have never been higher. Costsfor chronic diseases
have plummeted.

INsTITUTE FOR THE FuTURE O  HeAaLtH AND HEeALTH CARE 15
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RAPID

SIMPLE

Drivers
= The Health Insurance Portability and Accountability Act (HIPAA) succeeds and
one set of standards drives integration of information.

= Consumers demand the same convenience from the health care system that
they experience in other sectors.

= Demand for diminished practice variation as a quality indicator increases with
better integration of data.

= Internet usage explodes in every sector and population.

= Return on investment (ROI) from information systems shows unambiguous
cost savings.

16 Heatth AND HealTH Care [ INSTITUTE FOR THE FUTURE
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RAPID

SIMPLE

Characterisics of the Scenario

= One set of data standards and a common platform are used by all players.
= Market players drive consolidation and implement aggregated systems.

= Health plans have automated the business end of health care.

= Defined-benefit environment.

= Health care is linked up and down the supply chain.

= Limited consumer choice among health care organizations. Companies
compete on ability to customize and secure data.

= Tiering exists but is less extreme than in other scenarios, and consumers use
cash to opt out of the system.

= Purchases occur online and outside of traditional health care providers.
= Alternatives for face-to-face care are reimbursed.

= Government functions primarily as a payer and therefore regulates heavily,
although ineffectively. Technology assessment remains beyond the capability
of the federal government.

= Providers embrace the Internet. Clinicians and medical groups manage their
own large data sets to conduct population-based health management.

= Health care payers and providers use comprehensive Electronic Medical
Records (EMRs) to manage all aspects of care.

= Large established companies quickly acquire small innovative companies.

INsTITUTE FOR THE FuTURE O  HeAaLtH AND HEeALTH CARE 17
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RAPID

SIMPLE

Implications For Stakeholders

Patients Providers

= Limited choice of plans, but many = Rapid throughput on new drug
choices of providers, since all development for some prod-
providers are in all networks. ucts.

< Higher quality of care. Higher = Oversupply of providers means
standardization of care results in survival market for physicians
lower costs to consumers, but trying to gain contracts with the
greater availability of pharma- major players. Providers have
ceuticals and medical technol- an incentive to be “good per-
ogy could offset savings to formers” and reduce regional
increase costs. variability of care.

= Good access to information be- = Clinicians succeed by leverag-
cause of Internetand EMRs. Trans- ing information and medical
parency of information results in technology to become more
informed utilization of services. efficient (e.g., by providing care

= Data-privacy trade-off. Increased EEIE 1)
trust by patients because of in- = Patients are directed to Centers
creased accountability in the of Excellence.

health care system. Strong pri-
vacy practice becomes a market-
ing tactic.

= Ability to capture data, mea-
sure quality, and pay for per-
formance of clinicians.
Regardless of form, payment
mechanisms support outcomes
improvement.
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Payers Policy
< Limited competition creates a = Active policy role in the devel-
stronger drive for efficiencies. opment and enforcement of

standards to reduce practice
variation and clearly define
roles and responsibility in medi-
cal management of patient
care.

= Big, strong payers dominate
pay-for-performance negotia-
tions with providers and effec-
tively wholesale health care
services.

= Market-driven standards and
standards created by federal
mandate such as HIPAA dimin-
ish the need for heavy-handed,
activist regulation.

= Using technology and data in-
tegration to gain efficiencies
and improve health plan
margins.Innovation in benefit
designis limited because fewer

players split the market. = Anti-trust policy a focus.

= Regulation continues to lag in
responding to market innova-
tion.

= Policy initiatives seek to estab-
lish baseline health insurance
coverage.

Part Il

The Scenarios: UniNet
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RAPID
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The Scenarios: IslandNets

X31dNOD

sLow

The*web” in health
care servicesremainsin
the plumbing, back
offices, and supply
chains, and only
touches on the critical
patient-care processes
at the heart of medicine.

IslandNets (complex system, slow adoption)

Assumptions: The health care market is fragmented and complex. Thereis slow
movement among consumers and professionals toward adopting the Internet.

Scenario: Consumers are neither forceful nor unorganized activists. They do not
take as much advantage of Internet technology in health care as they do in other
e-commerce sectors. Their behavior isinfluenced in part by physicians, who are till
resistant to involving patients in shared decision making, and by the strong economy
and employers' reluctance to shift from a defined-benefit to a defined-contribution
payment model for health insurance.

Consumers continue to be interested in obtaining health information via the
Internet, but do not embrace more innovative e-health ventures such as direct-to-
consumer insurance purchasing arrangements because they’ re happy with the status
guo. Consumers continue to be worried about privacy issues and are wary of the
Internet because protections seem weak and “horror” stories abound about compro-
mises in promised security and privacy protections.

Theinherent conservatismwithinthehealth care serviceindustry remainssolid and
hard to overcome. Legacy systems suppliers, health care providers, and insurers all
attempt to thwart health care “New Economy” attempts to gain the brand loyalty of
consumers. The“web” in health care services remainsin the plumbing, back offices,
and supply chains, and only touches on the critical patient-care processes at the heart
of medicine. The only exception is in the disease management arena, where the
connectivity advantages of the Internet do take hold. Thisisbecause health plans and
physicians who are “at risk” recognize the financial savings to be gained from
substituting Web-based, remote disease monitoring for face-to-face care.

Health e-commerce makes some headway, but the lack of compelling financial
incentives (i.e., minimal out-of-pocket expense) for consumers meansthat they do not
become prudent buyersfor prescription drugs, medical technologies, or other durable
health care goods. A very modest Medicare drug benefit isin place, but only for very
poor seniors.
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There is very slow growth in employers shift to defined-contribution health
insurance plans, so the traditional health insurance model prevails. There are a few
exceptionsin the disease management area, although pressures till exist to constrain
payments for telemedicine and other “onling” clinical and self-care services. En-
trenched playerscontinueto attempt to control regulatory processes, sothat innovation
is curbed.

The e-health playersand “ newcos’ have such a hard time capturing any of the vast
patient-services insurance dollars that investment in innovations tied to the Internet
languishes. Thecapital that wasonce abundant for e-health compani esdriesup because
of alack of real innovation intheindustry; new ideas emerge only from the periphery
of established companies.

Thebloomisoff of thelnternet rose. Therearesomeclear gainsintheadministrative
and Electronic Data Interchange (EDI) areas of health care, and data processing and
business-to-business move forward, but they are largely transparent to the actual
transaction of medica care. Intel abandons its annua e-health conferences and
investment banks begin to put their resources into other emerging markets.

Regulatory activity remains relatively high and continues to be influenced by the
lobbying forces of providers and other entrenched interests. Innovation in Internet
activity for patient careis slow and conservative, restricted by state laws that protect
the status quo. All regulation is at the state level, not the federal, as Congress remains
very conservative and is still influenced by the wealthy lobbying groups.

Quiality isadouble-edged sword that continuesto be swung on only one edge—and
aggressively—by providers to slow progress. Well-publicized incidents of abuse of
onlinepharmacy services, inparticular, compoundtheproblem. Consumersstill define
quality solely by recognizing brand names such astheMayo Clinic and JohnsHopkins.

The New Economy and innovation in health care are still undernourished through
lack of financia investment. New forms of health services, emphasizing modelswith
greater patient and consumer involvement, are slow to develop. Consumers continue
to bemoan poor servicelevelsinhealth care, but very littlechanges, even astherhetoric
continues. The lack of financial incentives for consumers to demand better service
retards growth and change.

Part Il

The Scenarios: IslandNets
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The Scenarios: IslandNets

SLOW

X31dWOD

Drivers

= HIPAA fails to create data standards and EDI still is not widespread.
= A significant economic downturn occurs.

= A major breach of confidence and health care incumbent pressure result in a
high degree of regulation that kills innovation and slows e-health development.

< No clear business model for e-health care emerges and capital goes
elsewhere.

22

Heatth AND HealTH Care [ INSTITUTE FOR THE FUTURE



Part Il
The Scenarios: IslandNets
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SLOW

Characterisics of the Scenario
= Out of fear and territorialism, entrenched players and doctors throw up barriers
to using the Internet.
= Strong industry lobbies push for high regulation of e-health and the Internet.
= There is no significant shift from defined benefit to defined contribution.

= Health insurance reimbursement occurs only for face-to-face care and not for
physicians using the Internet.

= The health care market and clinical care provision remain complex and highly
fragmented.

= Regionally focused, branded health care organizations (e.g., Mayo Clinic)
are islands of quality health care.

= Consumers are somewhat concerned about privacy, but they do not know
where to direct their concerns.

= There is little consumer enthusiasm for the Internet because they are frustrated
and can’t find what they want.

= Traditional health care providers don’t meet consumer demands, and consum-
ers use cash to upgrade or opt out of the system by using complementary and
alternative medicine.

= Inroads of Internet technology adoption have happened only in supply-chain
management and insurance administration. There has been little to no
integration of clinical data.

= The lack of innovation and a clear business model in e-health thwarts venture
and institutional investment.
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SLOW

Implications For Stakeholders

Patients

= Increasing tension between what

new consumers want and what
doctors want to provide. Frus-
trated, knowledgable consumers
opt out of traditional health care
provision and experiment with
online options, achieving mixed
success.

There’s alot of health information
out there, but it’s not well orga-
nized and consumers are frus-
trated.

The new success of a consumer-
centric entity leads change rather
thanthe failure of traditional stake-
holders.

The majority of consumer still view
choice as a proxy for quality.

Technology adoption is uneven,
and traditional patients are happy
with the status quo.

Providers

= Physician power keeps health
care practice similar to today.

= Non-physician care providers
step in to meet high consumer
demand including: pharma-
cists, CAM providers, and
e-businesses that help con-
sumers navigate the complex
health care system.

< \With more uninsured, self-pay-
ing patients and greater tiering
ofthose who have insurance, a
secondary, cash-based health
care system grows.

= The few physicians who adopt
technology attract new consum-
ers and patients who view tech-
nology as a proxy for quality.
Technological innovation and
technology adoption happen
randomly.

= Pharmaceutical companies fear
alternative medicine and
supplements will enter the mar-
ket and take “traditional” cus-
tomers.
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SLOW

Payers Policy
= Reimburse only for face-to-face = Traditional health care players
encounters in a production dictate policy and as such, policy
model for physicians. favors the status quo.
= Plans encourage clinicians to = Activist groups attempt to in-
adopt technology. form policy because of frustrated

consumers. Consumer dissatis-
faction aids their push for in-
creased consumer-focused
regulation, resulting in less inno-
vation.

= Responding to consumer frus-
tration, innovative plans play
health care conciergerole, help-
ing them navigate the health
care system.

= Most policy is issue-based and
narrow, leaving room for inter-
pretation and confusion.

= Defined-benefit environment
with lower-level coverage over-
all.

= Push for regulation to standard-
ize health care and use of the
Internet is quashed by traditional
health care players.

e Low innovation in insurance
products with traditional ben-
efit packages, and some man-
aged care to push down costs.

= Employer purchasers encourage
standardization and streamlin-
ing to increase value of their
investment in health care.
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CentralNet (simple system, slow adoption)

Assumption: The health care market is consolidated and simple. There is slow
movement among consumers and professional s toward adopting I nternet-based tech-
nologies.

Scenario: Theyear is2005 and consumersare concerned about safety risksthat they
may encounter if they use the Internet for anything more than searching for health
information. This concern stems from a recent event in which an online consumer
suffered severerenal complicationsdueto overconsumption of aGol denseal/parthenium
herbal extract marketed asan“approved” cancer-fighting drug by anunlicensedvirtual
“pharmacy.” Thisisjust oneinaseriesof eventsthat highlightsthereal risksassociated
with clinical consultation in an online environment and, consequently, the general
public eschews using the Web for anything more than searching for basic health
information.

On the political front, Al Gore is into his second term in the White House and
Demaocrats have gained atenuous two-vote majority in the House of Representatives.
The Senate has remained in Republican control since the 1990s. Despite the fact that
HIPAA privacy standards were implemented in 2001, attempts by the government to
regulate Internet-based health care productsand serviceshavefail ed because of strong
lobbying efforts by the pharmaceutical and insurance industries. Health industry
lobbyistsin Washington, D.C., and I nternet compani es across the nation have banded
together to form a coalition to fight Internet regulation. They argue that any type of
government regulation of the Internet will stifle innovation and extinguish its eco-
nomic vitality. Asaresult, they have earned aloyal backing among Republicans and
economically conservative Democrats in the House.

To gain amore secure market presence, health care goods and services organiza-
tions consolidate. Asaresult, littleinnovation is occurring beyond the amalgamation
of bricks-and-mortars because all of the energy isfocused on integrating entrenched
organizations. Contracting with the government has become the most secure business
model among health industry players. Baby boomers are reaching Medicare age, and
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companiesseehugefinancial benefitsin contracting with thegovernment to providegoods
and services to this population. For example, hospitals and suppliers are merging into
monolithic hedth care repositories that thrive using government contracts. Likewise,
pharmaceutical companies have consolidated into afew entities competing to contral the
flow of drugsto the Medicare, Medicaid, and private insurance markets. The outcome of
this consolidation is limited consumer choice of pharmaceutica products.

The fight for insurance-covered lives remains strong among insurers. Health plans,
however, have not branched out to provide new types of servicesviatheInternet, and they
continueto play theroleof traditional insurer. Factorsresponsiblefor thisstagnationinthe
insurance market include physicians' inability to manage risk or market their services
effectively, and consumers lack of demand for Internet-driven health plan efficiencies.
Consumersprefer thetraditional personal “touch” of medicineand are not eager toreceive
care provided online—especidly in light of the recent tragedy involving the online health
consumer’ sdeath. Itisno surprisethat payment for health servicesisreserved primarily for
face-to-face interactions.

Physicians and hospital administrators are hesitant to use the Web for anything more
than “back-office” administrative or persona purposes. Physicians are not using the
Internet for clinical purposes, in part because they have left “computer issues’ to their
administrative colleagues, but also because they see the Internet as a time-consuming
“extra’ that doesn’ t hold muchval uefor thembeyond personal purposes. Furthermore, they
are averse to e-mailing patients due to liability and time-constraint concerns.

Thisreluctance of the health care market to embracethe I nternet meansthat investment
capital for e-hedlth innovation is drying up. Health care has proven it is impervious to
changesspurred by the Internet in other sectors, mainly dueto consumer fear and provider
hesitancy. The entrenched business customs among health care players have trumped
Internet activity. As a result, dotcoms are on the fringes of the hedlth care business
environment. Despite consolidation, regiond variation in practice patterns and quality
remains, and popul ation health management potential cannot beachieved. Inthisscenario,
not much has changed from the current state of affairs, and the entrenched players have
successfully protected their turf from Internet upstarts.

Part Il
The Scenarios: CentralNet
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SLOW

Health care has
provenit isimpervious
to changes spurred by
the Internet in other
sectors, mainly dueto
consumer fear and
provider hesitancy.
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Drivers
= Efficiencies (such as economies of scale) promised by consolidation are not

realized.

= Consumer fear of using the Internet for e-health care is substantiated by a
number of egregious health information abuses. Intense lobbying results in
heavy regulation.

= Lack of investment in e-health initiatives.

= Entrenched players protect their turf and thrive.
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Characterisics of the Scenario
= Multiple barriers to market entrants include lack of capital, consumer fear, and
high cost of entry.
= Strong relationships exist between the powerful public and private sectors.
= E-health dotcoms remain fringe players.
= Little to no investment capital for e-health innovation.

= Consumers are concerned about using the Internet for anything beyond
information for health care.

= Incumbent health care organizations pressure for regulation focus on new
e-health companies.

= Consolidation of health care goods and services limits consumer choice.

= Doctors remain unable to manage financial risk and they are unable to effect
change in the market.

= Doctors interact with Internet for personal use and aren’t given incentives to use
the Internet for health care.

= Payment is provided only for face-to-face clinical interactions.
= Defined-benefit model is still in effect.

= Government pays for a large portion of health care delivered in the United
States. Public programs are expanded.

= Mergers and acquisitions continue slowly, without reducing duplication.

= No investment capital is directed to e-health innovation.
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Implications For Stakeholders

Patients

= Choice is constrained within
plans, but there is broad choice
of providers.

< CAM is paid out-of-pocket and
consumers increasingly utilize
these services and cash-based
services as the large, lethargic,
bureaucratic system fails to meet
their needs.

= Tiering still exists but is less
significant than in other sce-
narios. Some consumers buy up
from basic coverageto increase
their access to services.

Providers

= Reimbursement for physicians
has decreased and controls on
how they practice have in-
creased, dictated by how much
they’re paid. Physicians lose
power, and some are driven
out of practice.

= With little data or ability to
measure the quality of care and
disgruntled physicians, health
care provision hovers around
the lowest common denomina-
tor.

= Hospitals continuing to merge
regionally.

= Vertical consolidation across
sectors in goods and services
creates a new form of super-
power in retail.

= Clinical research and innova-
tion lags or moves offshore to
less regulated environments.

= A secondary, boutique system
of health care services serves
patients who are dissatisfied
with the primary system.
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Payers Policy
= Health plans use the Internet to = Government is a big payer and
streamline administrative pro- as such, drives regulation for
cesses. Defined-benefit environ- consumer protection.

ment remains. .
= E-health newcos are main tar-

e Large governmental role as getsforregulation,as entrenched
payer translates into single players have a strong relation-
payer-like environment. Costs ship with government.

are more controlled and ser-
vices are more limited.

= Health plans consolidate and
downsize to better serve the
biggest payer, the government.

= Innovation is possible only in
administration and infrastruc-
ture.

e Large employers distinguish
themselves by providing an un-
usual employee benefit, private
health insurance.
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The Internet allows
both big institutional
players and small
e-health dotcomsto
compete via
customization of
Services.

MultiNets (complex system, rapid adoption)

Assumptions: The health care market is complex and fragmented. Thereis rapid
movement among consumers and professionals toward adopting the Internet.

Scenario: New consumers have madetheir presencefeltin online health care. They
are empowered by discretionary income, education, and experience with the Internet.
The customer service, choice, and information they demand are available in this
diverseand fragmented market. They areusingtheir buying power to search amongthe
many choices of products and services for traditional health care and aternative
medicine. Consumers are unafraid of abuse of their personal health information or
don’ tknow enough about it to beafraid. Those shopping for health careonlineseesome
of the trade-offs and are willing to make them for better customer service.

In such acompetitive market, wherethereis excess service capacity, consumersrule.
Using datato target marketing isoneway organizationsprotect their diceof thepie. The
Internet allowsboth big institutional playersand small e-health dotcomsto competevia
customization of services. The plethora of e-health dotcomsis unorgani zed and unregu-
lated; it represents both niche and general players, and appearsin every sector of health
care.

Thefew largeplayersthat remain aretoo sl ow to meet consumer desirefor choice, and
smaller, more agile dotcoms are very responsive to consumer needs and demandsin a
fast-moving market. Health care is characterized by disconnected stakeholders who
rarely collaborateand areterritorial and protective. Fragmentation al so contributestothe
data chaos. Electronic medical records are successful only with the full, active partici-
pation of the patient in creating a personal medical record (PMR).
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In 2002, the information overload in online health and the desire of many large
employers to get out of health care caused a shift from defined benefit to defined
contribution. This created the need for a new agent, the hedth care broker, who
aggregates services and product lines for customized consumer packages. Seeking
choice, patientswal k from onevendor or cliniciantoanother if they don’ t get theproducts
and servicesthey want. They are pushing theheal th plansto expandtheir optionsand hel p
them sort through the chaos.

Consumers have embraced wireless technology and the personal computer is
pushed aside by Personal Digital Assistants (PDAS) and cellular phones as primary
interfaceswith the Internet. Open, wide broadband I nternet connectionshave changed
theindividual’ s relationship with it to one of “always on.” Sensorsplay akey rolein
facilitating the complex communications of disease management. Consumers are
using technology as a proxy measure for quality, and doctors who go online attract
many new consumers. Doctorsin groups have the infrastructure and support to build
EMRs that remain homegrown and regionally diverse.

Regulation varies depending on what issues have received the greatest amount of
media coverage. It also varies by state and the power of stakeholders in a region.
Privacy has not been resolved and there is a certain amount of caution in using the
Internet for health purposes, but the trade-off istoo great not to use the Internet. The
Republican-led Congress, in the name of economic efficiency, takes a laissez-faire
approach to Internet innovation. This strategy has been very successful in other
industries and promotes venture-funded as well as institution-funded innovation.

INsTITUTE FOR THE FuTURE O  HeAaLtH AND HEeALTH CARE 33



Part Il
The Scenarios: MultiNets

XI1dNOD

Drivers
= Strong consumer demand for Internet-related products and services and strong
market economy.

= Legislation supporting innovation and technology to increase patient safety
after reports similar to the seminal 1999 Institute of Medicine medical error
report.

= Ubiquitous, inexpensive, easy access to the Internet.

= ROl studies show unambiguous cost savings and increased productivity with
technology adoption.
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Characterisics of the Scenario

= Wired wins. Household penetration of Internet access on par with TVs.
= Broadband connections and wireless interfaces abound.

= Agenting comes of age with a new role, the health care broker—an
aggregator and filterer of services and products for consumers. The broker
provides customer service and helps consumers maintain choice and control.

« Consumers control their own data and health in a defined-contribution
environment.

= Focus shifts from the physician-plan relationship to the patient-provider
relationship.

= Empowered consumers enjoy choice of products and services in traditional
and alternative medicine.

= Fearless, healthy consumers trade some data for better customer service.

= Only savvy consumers will define quality based on outcomes data; most will
still define quality as convenience and service.

= Privacy is difficult to navigate and companies use privacy to differentiate
themselves in the market.

= Heavily tiered, market-based health care means those with cash win.
= There is no single standard for data, which leads to data chaos.

= Clinicians who adopt technology win. There are a number of regional;
homegrown EMRs created by medical groups.

= PMR is adopted more quickly than the EMR.

« Wraparound services augment clinical management but are not well
integrated.
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Implications For Stakeholders

Patients

= Patients have a wide choice of

goods, services, and benefit pack-
ages.

= Most consumers define quality as

convenience and service.

= Patients seek information and knowl-

edge froma “trusted source.” Health
care information agents will facili-
tate navigation of health and health
care and use online services to
meet their needs.

Patients are somewhat concerned
about the privacy of their health
information and trust that govern-
ment-approved Web sites are ap-
propriately monitored for privacy
violations.

Patients expand their perspective
beyond “health care” and their
interaction with traditional clinicians
to “health” incorporating nutrition,
wellness, and CAM.

Providers

e There is a split in the provider

community, and entrepreneurial
doctors and those who adopttech-
nology are successful. Many phy-
sicians are given the incentive to
get online quickly—and they do.

Consumer-centric doctors and
those who embrace empowered,
informed patients attract new con-
sumers as patients.

Hospitals differentiate themselves
by doing outreach, providing a
variety of community services and
streamlining their efficiencies by
using the Internet.

Pharmaceutical companies try to
maintain power and hold off mar-
ket entry from nutraceutical and
herbal companies by using
e-detailing and direct-to-consumer
advertising.
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Payers Policy

= Defined-contribution environment e The government lags behind the
creates new consumer demands pace of innovation and is reactive
for information about services. rather than proactive.

= Payers develop sophisticated tech- = Privacy matters. Privacy standards
niques to market to younger, are spotty at first but increase in
healthier, low-risk consumers. importance with the increase in

= Health plans are challenged in e-commerce.
their former role and morph into = The Federal government focuses on
the role of infomediary, dissemi- regulating privacy, safety net policy
nating information, accrediting the and the definition of basic benefit
services they pay for and packages. State regulation focuses
benchmarking the services of the on operational issues of licensure,
providers they pay. risk and accountability.
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The Scenarios

Scenario planning istraditionally done in the context of aparticular organization
with aparticular problem to solve. Often scenariosare created asalternative solutions
to the problem. The scenarios in this report are set within the genera health care
landscape so that they may be applied more broadly by all health care stakeholders.
Thefour scenarios we describein this report may give readershope or instill asense
of dread. They are a set of possible futures that organizations can plan for or plan
against. Toreally “work” the scenarios, you may want to tailor each scenario to your
unique environment and your organization’s challenges.
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APPENDIX

How to Use THis Stuby

cenario planning is a unique way to handle a basic human dichotomy:

We can never really know what the future will look like, yet we must
make decisionstoday on the basis of assumptions about that future. Scenario
planning is a means of exploring opposing viewpoints about the future with
groups of knowledgeable participants. We can use the insights gained to
identify and set prioritiesfor our current activities. Our goa with this study
isto engage readers in a process of examining their assumptions about the
future so they can prioritize the choices they must make today.

We have taken a glimpse of several possible futures. In scanning the
environment, we identified driving forces that create change and growth in
health care and rated them by importance and uncertainty. We selected the
two most uncertain and important with regard to the future of the Internet and
health careasthe axesof the scenario planning matrix, and devel opedthefour
scenarios by adding the remaining driving forces back into the matrix and
playing each one out in the unique environment of the scenario.

The scenarios depicted here tell the story of only four possible futures.
Many other stories could be told about the future of the Internet and health
care by selecting other driving forces as the axes of the scenario planning
matrix. Each organization can determine the relative importance of the
driving forces from its unique strategic perspective. An organization that is
dependent on consumers sharing information, such asthe purveyor of online
personal health records, may choosethe privacy of health information asone
of the two driving forces to create a matrix with four stories very different
from the oneswe' ve created. A heavily regulated organization may choose
the regulatory environment as one of its top two. Each of the example
scenarios illustrates different purposes at three different organizational
levels.
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The information
contained in the
scenarios can be used
as points of departure
for creating a “ best-
guess’ trajectory or for
extending the scenarios
to devel op forecasts of
direct relevance.

Boards and Top Management

The scenarios, in original or abbreviated form, can be used effectively by boards and senior
management to identify the best motives for incorporating the Internet into the organiza-
tion. A good venue might bean Internet-focused annud retreat or “ planning workshop” with
presentations and smdl-group meetingsin which attendees’ active participation isencour-
aged. Both information and process are relevant here.

Theinformation contained in the scenarios can be used asa point of departure for creat-
ing a“best-guess’ trgectory or for extending the scenarios to develop forecasts of direct
relevance to the organization’s use of the Internet. Also, the workshop processes can be
replicated in small-group ons.

Oneaf themost useful end productsfrom these exercisesisthe development of ashared
vision to guide the organization’s future development with respect to Internet use. Say a
hospital system wants to develop a more coherent view of health information technology
changeinthe next 5to 10 years. In trying to set long-term directions for the system, it has
become clear that the different department managersbring quite different “world views’ of
both theexternal environment shaping health careinformation technology (1T) andof the
hospital systemitself. Whatthey al wantisanopportunity toconstruct anoverall information
technol ogy framework withinwhichacommonvisionof using I T for healthand hedthcare
may evolve. A one-day “ mind-stretching”’ retreat might beorganizedinthefollowingway:

Before the meeting, each member is given a 10-page summary of the basic scenarios
focusing exclusively on the environmental driving forces. Theseinclude demography, cost
anayses, role of government, and role of technology. Omitted from this summary is any
information on how these contrasting externd environments may change the use of hedlth
information technology itsalf.

Inthefirst two hoursof theretrest day, theenvironmental scenariosaredescribedindetall
tothefull group. Ample opportunity isprovided for questioning assumptions, the number of
scenarios, the positioning of the scenarios, and possible wild cards. Participants may
repogition the scenarios, change basic assumptions, and fill in important gaps. The only
restrictionisthat they aggregate their perceptionsinto aspecific number of scenarios. Thisis
the buy-in stage of the process.

After the morning break, the group is challenged to flush out the scenarios with
discussion of issues specific to the organization. If the scenariosresemblethe original
onespresented, agreat deal will turn ontherate of 1T adoption by the organization and
its business partners. The group will discuss the range of possibilities within the
scenarios without discussing the implications for their business.
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Other scenario planning matrixes are possible and also are discussed. The after-
noon is devoted to ng the impact of the chosen scenarios on the health I'T and
the future of the Internet for this organization.

Organization-Wide or Association Planning Staffs

M ost organizations have devel oped their own strong internal capabilitiesfor forecast-
ing and planning. For such organi zationsand groups, the study can be used to augment
and extend internally avail ableinformation and processes. Thismay bedonein severa
ways:

» Extending planning horizons that often stop at the three- to five-year horizon

» Widening and deepening environmental forecasts that normally are shortchanged
in organizational planning processes

» Developing amap of relevant Internet i ssues so that interconnections among i ssues
can be seen more clearly and priorities set more intelligently

But perhapsthe most important contribution that the study can make at thislevel is
in helping to develop aclearer framework for connecting environmental and industry
or business scenarios to the organization’'s option-generating and decision-making
processes. A useful—and currently popular—uvehicle for doing this is the issue
construct. Analyses of issues can provide two kinds of information:

» Linksback to the scenarios that identify high value-added information that needs
to be collected or monitored

» Links forward to stimulate the generation of options or choices for confronting
issues effectively

For example, health care planners at federal, state, or county levels are generally
quite familiar with the most important public policy issues confronting them. Public
sector planners and administrators struggle with such issues as they come up: They
temporize, they fire-fight, they improvise, and they hold their breath. What they
generally lack—and desperately need—is an opportunity to view thoseissuesfrom a
more strategic standpoint; that is, the interrelationship of issues, their likely future
trgjectories, the tradeoffs that may be made, and the priorities for addressing them.

The starting point hereisaset of key issues. Either in small-group settings or more
formal workshops, the initial set can be expanded by using the specific scenarios as
backdropsfor amore extended and integrated view of the health care system. Thefirst
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result may bean*issuemap” showing how theissuesstem from parti cular environmen-
tal driversand how they arerelated to each other. To thismay now beadded atimeline,
extending 5 to 10 years or more, that shows how different issues develop over time.
These are the first steps for estimating resource alocation requirements (money,
personnel, programs) in aggregate form and for suggesting priorities.

Using the scenarios, a number of “what if” questions are posed that are traced
through theissuemap. Theresultistheability to seemore coherently and explicitly the
trade-offs to be evaluated when faced with limited resources. Without the kind of
“global view” that isprovided by the scenarios and associated i ssues, such choicesare
obscure at best and unexamined at worst.

Line or Operating Managers

Clinicor hospital CEQs, divisional managers, or group headsare usually concerned with
moreregionalized or localized strategi ci ssues—and associ ated optionsor choices—that
confront them:

» How much should we use the Internet for marketing?
» Should wejoint venture with an e-tailer?

» How can we usethe Internet to devel op prevention and wellness programs that will
be attractive and profitable?

For such choices, the study can provide a valuable reality check and framework,
provided that appropriate links are constructed. The steps in this process include:

 ldentifying the key externd trends affecting each regional or local issue or choice

» Determining whether regional or loca trends are consistent with or different from
national trends

* ldentifying the factors that account for the differences and similarities

» Collecting historical data on regiona or loca trends and using these as a basis for
making provisional forecaststhat are extensions or variants of the original scenarios

» Engaginglinemanagersinworkshopsfor evaluatingissuesand choicesinthe context
of both local and national trends

By using such processes, line/operating managers can build useful bridges between
national macro-environmental forecasts and the specific choices they face.
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In small-group meetings or workshops, line managers and their staffs may be led
through processes for examining the implications of such choices. The starting and
ending point isthe decisionto be made. | n between, the eval uation of the choicerequires
leading the group to underlying assumptions for each scenario about the use of the
Internet for health care and the external drivers shaping it. The key is that these
assumptions “fit together” and are not the result of hit-or-miss selections of data or
deliberate attempts to shape the outcome to suit preconceived perceptions.
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Swot analyses

uncover unspoken
assumptions and

differences of opinion.

EXERCISES

SWOT Analysis for UniNet

The goal of aSWOT (Strengths, Weaknesses, Opportunities and Threats) analysisis
to think about an organization in the context of a scenario and attempt to achieve a
comprehensive perspective of theorganization’ sstrengths, weaknesses, opportunities
and threats given each scenario’s unique set of characteristics. SWOT analyses
uncover unspoken assumptions and differences of opinion. Strengths and weaknesses
refer to an organization’ sinternal capacity. Opportunities and threatsrefer to external

conditions. Whilethe scenariosinthisstudy areplausible, they are unlikely to play out
exactly as described. Instead, scenarios serve as a lens through which to view an
organization's strategic direction. To do a SWOT analysis, bring together a group of
individual sfromdifferent departmentsin theorganizationto brainstormanswerstothe
questions bel ow. When finished brainstorming, refine each list to the top threeto five
answers and compare the results against your organization’ sinformation technology

strategy.

1. Strengths

What core competencies does your
organization have that will enhance its
performance in this scenario?

2. Weaknesses

What characteristics of your organiza-
tion will hinder your success in this
scenario?

3. Opportunities

What characteristics of the health
care environment in this scenario
could create opportunities for your
organization? What are some of
those opportunities?

4. Threats

What characteristics of the health
care environment in this scenario
could threaten your business? What
are some of those threats?
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Skunk Works Exercise

Largecorporations, such asHewlett-Packard (HP), have created “ Skunk Works'’ inan
effort to address the changes in the business environment brought on by new
technology. The leadership at HP recognized the organization’s large size made it
bureaucratic and slow-moving—not responsive enough to the changing environment.
By creating a Skunk Works, asmall, flexible, innovative company designed to target
HP's market in a different way, using different strategy and different tools, HP
challenged itself to addressthe core threatsto its business. HP gave the Skunk Works
management the flexibility and resources to create a viable company and in return
achieved an understanding of how their competition might target their business and
customers.

Given thelikelihood of the scenario happening, create the strategic plan for anew
company that will be successful inthis scenario. Create acompany that might be built
as a spin-off or acquired outright by another organization. Answer the following
guestions:

» What isthe company’svision?
» What isits business objective?

* Who isthe target market?
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