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Virtual health: A look at the
next frontier of care delivery

For the past 10 to 15 years, virtual health has been heralded as the
next disrupter in the delivery of care, but there has been minimal
uptick in adoption. The COVID-19 pandemic is pushing against
structural barriers that had previously slowed health system investment
in integrated virtual health applications.
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Disclaimer: These materials are preliminary and non-exhaustive and are being made available on a non-
exclusive basis solely for information purposes in response to the urgent need for measures to address

the COVID-19 crisis. They reflect general insight and may present potential options for consideration based
on currently available information, which is inherently uncertain and subject to change, but do not contain
all of the information needed to determine a future course of action. The insights and concepts included

in these materials have not been validated or independently verified. References to specific products or
organizations are solely for illustration and do not constitute any endorsement or recommendation. These
materials do not constitute, and should not be interpreted as, policy, accounting, legal, medical, tax or
other regulated advice, or arecommendation on any specific course of action. These materials are not a
guarantee of results and cannot be relied upon. Future results may differ materially from any statements
of expectation, forecasts or projections. Particularly in light of rapidly evolving conditions, these materials
are provided “as is” without any representation or warranty, and all liability is expressly disclaimed for any
loss or damage of any kind. The recipient is solely responsible for all of its decisions, use of these materials,
and compliance with applicable laws, rules and regulations. Consider seeking advice of legal and other
relevant certified/licensed experts prior to taking any specific steps.

More than a decade ago, virtual health
was celebrated as a game changer in
the healthcare industry. But while the
technology made virtual health possible,
providers, payers, and consumers have
been slower to adopt than was antici-
pated. As discussed in “Telehealth: A
quarter-trillion-dollar post-COVID-19
reality,” COVID-19 has pushed providers,
patients, and payers? over the tipping
point into widespread adoption beyond
traditional applications.

Our virtual health definitions are across
three categories—telehealth, digital ther-
apeutics, and care navigation (Exhibit 1).

During the pandemic, adult primary care
and behavioral health showed smaller
declines in total visits than surgical/
procedural specialties.® These smaller
declines may reflect the fact that more
primary care and behavioral health visits
can be accomplished by evaluation and
management only* than those in the

surgical specialties. These differences

in specialties suggest an opportunity to
continue to open the aperture to other
virtual health technologies, such as
remote monitoring, which could allow
both primary care and specialty care
practices to expand their virtual patient
interactions. Prior to COVID-19,a 2019
McKinsey survey® of health system lead-
ers revealed that virtual health adoption
was highly concentrated in synchronous
telemedicine, with limited investment in
the full suite of available virtual health
technologies shown in Exhibit 2. Leaders
cited remote monitoring as a key area for
future investment.

Given the pace and magnitude of current
disruptions to care delivery, forward-
looking health systems could consider
using the next six months to materially
scale broader virtual health offerings to
create real competitive advantage.

-

Bestsennyy O, Gilbert G, Harris A, and Rost J, “Telehealth: A quarter-trillion-dollar post-COVID-19 reality?,” May 29, 2020, McKinsey.com.
Medicare has temporarily expanded its coverage of telehealth services to respond to the current Public Health Emergency (see “Medicare

&coronavirus,” U.S. Centers for Medicare & Medicaid Services, 2020, medicare.gov.

W

based on Truven Health Analytics data (2015-7).

Mehrotra A et al., “The rebound in visits has occurred across all specialties,” The Commonwealth Fund, May 19, 2020, commonwealthfund.org.
McKinsey estimate of commercial outpatient spend and encounters by primary diagnosis clinical concept (DDC) that could move to virtual

McKinsey Virtual Health Provider Survey (Nov. 2019) QX8. How likely will you be to use video consult or email messaging in the future to

replace anin-person primary care visit? Please assume the virtual primary care provider is available 24/7 to answer your questions and this
question refers to visits that do not require a procedure. What are the primary reasons that you would be likely to use video consult or email

messaging in the future for an in-person primary care visit?
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Actions providers can consider
to improve access and value
through virtual health

Opportunity exists for health systems to
enhance their value proposition for con-
sumers in a way that creates new inter-
actions or loyalty. Additionally, providers
may build new capabilities that could lead

A critical channel for health

system volume and recovery

Virtual health may create both threats and
opportunities for providers in their local mar-
kets, as new entrants offer additional virtual
access for consumers, and providers look to
quickly resume care as part of their clinical
and financial COVID-19 recovery strategies.
Virtual health adoption can create opportuni-

to success in risk-based reimbursement

models. Prior to the COVID-19 pandemic,
one study found that health systems, under
value-based care arrangements, demon-

ties for a variety of providers to attract patients
with new service offerings and connections
to perceived higher-quality providers. Lead-
ersin the industry have already made strate-

strated 17 percent savings when they

provided virtual care with their existing
healthcare professionals instead of using
an outsourced provider.® On the acute care
side, an opportunity may also exist to
promote efficiency through models like
tele-ICU and change-capacity use through
“hospital at home” (HaH) models. How
health systems think about these value

gic investments based on this calculation,
with some large providers offering virtual
specialty care consults across geographies
traditionally covered by other providers.
Enabling virtual/cross-geography models of
care could also become increasingly attrac-
tive to payers if it enables members to access
lower-cost settings of care and/or lower-cost
providers of equivalent quality.

drivers and strategies will likely depend on

their market position, provider/specialty
capacity, and growth objectives.

In other examples, providers are partnering
to create new access, such as in rural markets,
that benefits the local patients and local hos-

6 McKinsey Healthcare Value Digital Opportunity Assessment, 2019.

Exhibit 1

Virtual health applications can be segmented across three core categories.

Category

Telehealth

Digital
therapeutics

Care
navigation

Subcategory

Synchronous
(telemedicine)

Asynchronous
(store and forward)

Remote patient
monitoring

Replacement
therapies

Treatment
optimization

Patient self-
directed care

E-triage

Definition

« Live, two-way audiovisual interaction between patients and providers (eg, video conference visits)
- Live, two-way interaction between providers and providers (eg, video conference review

of pharmacy prescriptions)

« Provider-to-provider transmission of recorded health history (eg, sending a lab test, X-ray, MRI, to a

specialist to request a clinical opinion)

« Provider-to-patient transmission of patient information (eg, a provider emailing/texting a patient to check

on them in post-visit follow-up, a patient sharing photos of a skin rash for review and diagnosis)

« Collection of electronic personal health/medical data which is transmitted for review by a remote provider

« Evidenced-based therapeutic interventions which leverage software to prevent, manage, or treat

a medical condition, in lieu of conventional treatments (eg, pharmaceuticals)

« Optimizes medication, extending the value of pharmaceutical treatments (eg, improving medication

adherence, monitoring side effects of medication)

« Patients accessing their own information (eg, website with secure, 24-hour access to personal

health information)

« Tools that provide support in searching for and scheduling appropriate care based on symptoms/

conditions as well as price and quality of providers
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pitals by extending services. Examples of
health system strategic moves include:

Aregional health system that provides
virtual specialist visits and tele-ICU cover-
age in partnership with local rural health
systems to extend access to services

Aregional health system that partners
with a third-party provider of virtual
primary care to extend its primary care
capacity and creates linkages to its
specialty practices

An academic medical center (AMC)

that provides virtual specialty care that
consumers access directly from different
geographies, with some consumers
choosing to travel for care

Aregional health system that provides

Answering the physician and

capital productivity imperative
Increasingly, care is being shifted to
non-traditional care settings. As dis-
cussed in McKinsey’s perspective on
“The silent shapers of healthcare ser-
vices,”8 institutional investment in low-
er-cost, alternative settings of care (for
example, ambulatory surgery centers)

is expected to continue. Investment will
likely focus on areas that can deliver more
convenient, lower-cost services for an
aging population (for example, orthope-
dics, gastroenterology, cardiovascular,
oncology). Health systems also are mov-
ing to reimagine capital investments. In
the 2019 McKinsey survey of more than
60 health system executives, one-third
of respondents indicated they planned to

primary and specialty care through
physical and virtual applications, and
partners with an AMC to access virtual
sub-specialty care

decrease capital investments as aresult
of the shift to virtual health.® As the fol-
lowing analysis shows, an opportunity
also exists to use the capacity that virtual

7 Based on McKinsey 2019 surveys of 60 chief executive officers of mid- to large-sized healthcare companies.
Patel N, Foo L, and Sutaria S, “The silent shapers of healthcare services,” October 1,2018, McKinsey.com.
McKinsey Healthcare Value Digital Opportunity Assessment, 2019.

Exhibit 2

Provider adoption: Pre-COVID-19, most also reported that they would be
making substantial future investments.

Provider investment in virtual health applications B Current M Anticipated in next 5-10 years

% of providers surveyed (n = 60)
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Source: 2020 McKinsey Virtual Health Provider Survey, n = 60 health system executives
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care releases to address higher acuity needs,
which could be particularly important for
capacity-constrained systems.

Virtually enabled models also have impli-
cations for acute care capacity. For example,
the HaH model is ripe for virtual disruption—
especially for elderly patients who are
vulnerable to healthcare-associated infec-
tions and other complications of inpatient
care. According to the Commonwealth Fund,
HaH has been well-established in countries
such as the United Kingdom, Canada, and Is-
rael, where payment structures incentivize
lower-cost settings of care. In Victoria,
Australia, approximately 6 percent of all
hospital days are provided in a HaH setting
and 60 percent of all patients with deep vein
thrombosis were treated at home.'®

Several similar programs in the United States
have demonstrated savings of 30 percent or
more per admission by providing acute care
at home through in-person provider visits."!
There are indications that telemedicine-based
care delivery can yield similar results. In one
HaH study involving 50 patients in lllinois,
replacing in-person physician visits with two-
way biometrically enhanced televideo visits
yielded similar experience, quality, and safety
results.’2 While providers may continue to
face HaH reimbursement challenges, a clear
opportunity exists to potentially improve
both capital and physician productivity with
virtual health. It may be one lever to support
physician adoption and engagement in the
home setting, which can be another core
barrier limiting broader scale.™

Virtual options can also allow physician
groups and health systems to more optimally

allocate provider time. For example, physician
schedules can be adapted to utilize unfilled
time for virtual coverage, and exam space can
be freed up for procedures. Tele-ICU models
also allow intensivist capacity to be leveraged
over alarger patient population and/or set of
facilities in a way that can also enhance out-
comes.

Addressing the needs of older patients
and those with chronic disease

In addition to serving the needs of a broader
consumer base, virtual health can provide an
opportunity to improve care and healthcare
value for chronic disease patientsin a way
that could also position health systems to
succeed in risk-based reimbursement mod-
els. InaFebruary 2020 McKinsey consumer
survey, 48 percent of respondents 50 years
of age and older said they would be likely™
to seek virtual channels of care in addition
to or in place of physical visits.’® They cited
convenience of accessing healthcare from
home (including the ability to avoid the com-
mute and time away from work or family) and
easier access to adoctor (including shorter
wait times and the ability to access care
during off hours) as their primary drivers.®
Bringing care closer to the patient through
the use of virtual health technologies may be
critical to capturing growth opportunities as
consumers demand more integrated and
accessible care solutions.

In addition, chronic care management
(including mental health conditions) rep-
resents 90 percent of total healthcare
spending in the United States and typically
involves resource-intensive support along
the continuum of care.'” As described in

10 Klein S, “Hospital at home’ programs improve outcomes, lower costs but face resistance from providers and payers,” The Commonwealth

“ Fund, commonwealthfund.org.

Klein, “’Hospital at home’ programs,” The Commonwealth Fund.

Summerfelt T et al., “Scalable hospital at home with virtual physician visits: Pilot study,” American Journal of Managed Care, 2015, Volume 21,
Number 10, pp. 675-84.

Summerfeltetal., “Scalable hospital at home,” American Journal of Managed Care.

Includes respondents that indicated they would be “somewhat likely” or “highly likely” to seek care via virtual channels.

McKinsey Virtual Health Consumer Survey (February 2020) QX2. How likely will you be to use video consult or email messaging in the future
toreplace anin-person primary care visit? Please assume the virtual primary care provider is available 24/7 to answer your questions and this
is for visits that do not require a procedure. What are the primary reasons why you would be likely to use video consult or email messaging in
the future for anin-person primary care visit?

McKinsey Virtual Health Consumer Survey (February 2020) QX2.

National Center for Chronic Disease Prevention and Health Promotion, “Health and economic costs of chronic diseases,” Centers for Disease
Control and Prevention, last reviewed on March 23,2020, cdc.gov.
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McKinsey’s perspective on “Chronic disease
excellence: ‘Service Line 2.0’ for health
systems?,”8 providers may want to rethink
how they care for this key patient segment.
Virtual health could be one critical element
to address the following projections:

Increasing number of patients. About half
of all US adults have at least one chronic
disease, and prevalence is rising in the Com-
mercially insured population.’®20 Patients
between ages 45 and 64 have 1.8 times the
prevalence of chronic disease as do those
ages 20 to 44.21

Higher utilization, rising costs, and stress
on the patient. Healthcare utilization is more
than twice as high among chronic disease
patients as among those without chronic dis-
ease; inpatient utilization is as much as four-
fold higher.22 Chronic conditions compound
the stress on patients to attend frequent
appointments, undergo regular diagnostics,
and maintain complex medication regimens.
In an observable study of a population of
around 650 seniors, 38 percent of in-person
acute care visits were considered amenable
to a virtual care platform.23

Distributed patient geography. The Na-
tional Center for Health Statistics Research
reports that rural areas have a higher pre-
valence of chronic disease and related
mortality.?* Additionally, access to care is
threatened by the closure of more than 100
rural hospitals over the last ten years.25

Preparing for the tipping point

As pressure grows to push automation, boost

quality of care, and decrease spending—es-
pecially in light of changing macroeconomic

conditions—more healthcare stakeholders
may push for virtual health platforms and
find consistent success. As part of a broad-
er strategic investment in virtual health,
health systems could consider the following
dimensions:

Growth strategy

Consider strategies and rationale to go
beyond “telehealth”/clinic visit replacement
to drive growth in new markets/populations,
scale other applications (for example, tele-
ICU, post-acute care integration).

Revisit service distribution/configuration
and capital planning to integrate changes
in needs for physical sites of care.

Innovation and cost structure

Segment the patient populations (for ex-
ample, specific chronic disease) and spe-
cialties whose remote interactions could
be scaled with enabling home-based
diagnostics and equipment.

Reimagine more sites of care with a “vir-
tual first” mind-set and accelerate sites of
care experimentation (for example, HaH
enabled by remote monitoring). This model
of care can inform a new digitally driven
capital plan and service delivery models
that could achieve significant reductions
to current cost structure.

Embed virtual care settings within ambu-
latory and acute workflows (for example,
scheduling, rounding, billing) to ensure a
seamless experience for providers; drive
scaling decisions based on quantified
quality, experience, efficiency, and financial
measures, as compared with baseline
measures for a physical encounter.

18 Kunte A, Harris A, Bauman N, and Sutaria S, “Chronic disease excellence: ‘Service line 2.0’ for health systems?,” April 2018, McKinsey.com.
The Centers for Disease Control and Prevention estimates that about 117 million US adults (49.8 percent of the adult population) have at least
one chronic disease (see Ward BW, Schiller JS, and Goodman RA, “Multiple chronic conditions among US adults: A 2012 Update,” Preventing
Chronic Disease, 2014, Volume 11, cdc.com).

McKinsey analysis of Truven 2013 commercial claims data. This data set represents approximately 40 million patients.
The percentage of all chronic disease patients that have two or more conditions has been estimated to be about 40 percentin the 20-to-44
age band and more than 60 percentin the 45-to-64 age band (see Anderson G, “Chronic care: Making the case for ongoing care,” Robert
Wood Johnson Foundation, January 1, 2010, rwjf.org).
Anderson, “Chronic care,” Robert Wood Johnson Foundation.
Shah MN et al., “Potential of telemedicine to provide acute medical care for adults in senior living communities,” Academic Emergency
Medicine, 2013, Volume 20, Number 2, pp. 162-8.
“Chronic disease in rural America,” Rural Health Information Hub, last reviewed on November 12, 2019, ruralhealthinfo.org.

5“Rural health,” Center for Societal Benefit through Healthcare, McKinsey.com.
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Consumer experience and outcomes
Accelerate development of an overall
consumer-focused digital “front door” that
provides patients with a seamless digital
channel to access their providers, consid-
ering what the integrated product will cover
beyond what currently exists (for example,
finding a doctor, record access, scheduling
in-person visits) and integrated with what
may have been putin place in response to
COVID-19 (for example, e-triage, schedul-
ing virtual visits, virtual clinic visits).

Measure the value of this “front door”

by quantifying clinical outcomes; access

improvement and patient/provider satis-
faction to drive advocacy and contracting
for continued expanded coverage.

Physician alignment

Build the capabilities and incentives of the
provider workforce to support virtual care
(for example, workflow design, continuing
education and graduate medical education);
align benefit structure to drive adoption in
line with health system and/or physician
practice economics.

Technology infrastructure

Take stock of virtual applications, inter-
operability with systems of engagement
(for example, electronic health record,
revenue cycle, digital front door) and
supporting infrastructure. Define ap-
proach to move from COVID-19 rapid
solutions to a sustainable, secure, inte-
grated virtual health platform.

The COVID-19 pandemic is pushing
against many of the structural barriers
that had previously slowed health system
investment in integrated virtual health
applications, including funding mecha-
nisms, consumer adoption, and provider
adoption. Healthcare stakeholders may
want to create additional buy-in for virtual
health platforms in an effort to boost the
quality of care and increase efficiency.
While providers are juggling a host of
challenges around COVID-19 and a “re-
turn” to normal operations, virtual health
may provide a useful framework for cre-
ating the next normal.
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