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Executive Summary 
 

Integrated Delivery Systems (IDS) is a 200 bed, medium-sized comprehensive service provider 

hospital in Laredo, Texas serving the adult and geriatric populations. IDS Hospital is a private, 

physician owned hospital. Currently, IDS Hospital operates a fee-for-service model under 

contract with the IDS Physician Group - a group with 50 specialty doctors and 75 hospitalist 

physicians. The members of the IDS Physician Group own a majority equity stake of IDS 

Hospital. IDS Hospital has a yearly revenue of $750 million and financially, it broke even last 

year.  

 

The vision of the hospital is to make Laredo one of the healthiest cities in the State of Texas and 

to transform healthcare for the underserved population of Laredo, TX. IDS has always 

maintained a committed partnership with the community to expand access to high quality, 

coordinated health care and continues to do so. 

 

With the recent shift to quality payment program, the landscape for healthcare institutions is 

going to change drastically. Many large hospitals across the nation are already equipped with the 

staff and infrastructure to cope with the changes, however many small and medium rural 

hospitals, small physician groups, and smaller healthcare organizations are not well positioned to 

handle such changes. Integrated Delivery System (IDS), a medium-sized hospital in Laredo, 

Texas, sees the changes in regulation with MACRA as an opportunity to grow and improve the 

health of Laredo's citizens. 

 

‘Centers for Medicare & Medicaid Services’ (CMS), can be complex and difficult for smaller 

players to compete on, so our hospital plans a three-step strategy to create value and benefits 

within our catchment area of 10,000 square miles.  

 

First, we will introduce insurance plans to target the sizeable population which is currently not 

covered under any healthcare insurance. These customers will be able to interact with IDS’s 

Integrated Care Organization, where access to physicians were limited in the past. As the 

insurance arm of IDS grows and becomes a larger proportion of IDS’s payer mix, IDS will be 

less dependent on regulation changes from MACRA (Medicare) or outside private insurers. The 

health plans will be best in this industry category in terms of price and will provide additional 

value to holders at our IDS clinics through our tie-ups with pharmacy companies, yoga centers 

and wellness sessions etc. 

 

Second, we intend to acquire Primary Care Physicians (PCPs) and other physician groups to be 

part of our Integrated Care Organization. Logistical and financial costs of complying with 

MACRA regulations have introduced a conducive environment for PCPs to join larger 

organizations who will be willing to distribute these costs. Acquiring new PCPs and other 

physician groups is an important component toward driving growth of our health plans as well as 

the development of integrated IDS clinics - as customers are looking for care both as an inpatient 

and outpatient basis. 



 

 

 

Third, we intend to comply with Merit Based Incentive Payment System (MIPS) in the short 

term, as currently our mix payer mix contains Medicare and private insurers. We will build 

necessary infrastructure for a quality based system. We are investing in training our physicians 

and administration staff in reporting activities to remain compliant with the MIPS incentive 

system. 

 

As our own IDS Health Insurance Plan continues to grow, the MIPS system will become less of 

an important revenue source in later years, while the insurance plan will encompass a larger 

portion of a patient population. By migrating to a value based system with our insurance, we 

ensure a maximum bonus while developing the infrastructure to deliver on value. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  



 

 

Operational Plan and Overview of Current Practice 
 

Integrated Delivery Systems (IDS) is a 200 bed, medium-sized comprehensive service provider 

hospital in Laredo, Texas serving the adult and geriatric populations. IDS Hospital is a private, 

physician owned hospital. Currently, IDS Hospital operates a fee-for-service model under 

contract with the IDS Physician Group - a group with 50 specialty doctors and 75 hospitalist 

physicians. The members of the IDS Physician Group own a majority equity stake of IDS 

Hospital. IDS Hospital has a yearly revenue of $750 million and financially, it broke even last 

year.  

 

The vision of the hospital is to make Laredo one of the healthiest cities in the State of Texas and 

to transform healthcare for the underserved population of Laredo, TX. IDS has always 

maintained a committed partnership with the community to expand access to high quality, 

coordinated health care and continues to do so. Under the guidance of its cohesive leadership 

team, IDS Hospital has already adopted EMR and preliminary quality tracking measures of 

healthcare delivery in its internal review systems. 

 

IDS has developed a detailed plan to satisfy the community needs while remaining compliant 

with the new MACRA regulation. With MACRA, IDS will continue to develop the clinical 

teams while engaging and integrating the community providers formally into the care 

coordination processes.  

 

MACRA will impact the manner in which Medicare health care services are reimbursed by the 

federal government. Medicare patients are currently 9% of IDS’s patient population. These 

proposed regulations are intended to initiate the move from a Fee for Service reimbursement 

model to a value based payment model. Based on the size and model there are two methods - 

MIPS and Alternative Advanced Payment Models. 

 

Under the latest regulations of MACRA, institutions choosing to follow MIPS have the option to 

measure value based parameters for a period of 90 days to 1 year. We propose that our hospital 

will log these measures for a short duration in the first evaluation period ‘17. This will minimize 

recording expenses while allowing us to focus on the main part of our transition plan.  

 

Our plan has 3 main components: 

1. Introduction of the IDS Health Insurance Plan - Because Laredo, TX and Webb 

County have ~36% of the population who are currently uninsured, IDS will serve this 

community by offering an affordable, integrated insurance plan both on the ACA Health 

Insurance Marketplace and through our website. Because we are only one of the two 

hospitals in the city, we have much of the infrastructure and brand name to introduce our 

own insurance plan. With the IDS Health Insurance Plan, we plan to introduce our own 

value based payment models in the future. Having our own insurance will ensure efficient 

synergies towards value-based healthcare with sound shared financial benefits for the 

PCPs and other physicians.  

2. Purchase of Physician Group/Individual Practices and Creation of Integrated IDS 

Clinics - Integrated Care Organization: As a consequence of the reporting regulations 

and compliance requirements introduced by MACRA, many PCPs are considering selling 



 

 

their practices to others. We plan to take advantage of this situation by purchasing PCPs 

and other physician groups progressively every year. To create centralized, inclusive 

clinics and increased patient and buying power, we plan to enter into agreements with 

other healthcare providers such as pharmacy, dentistry, optometry, PT, OT, etc. 

3. MIPS / Improving Quality of Patient Care: We are investing in training our 

administration staff in reporting activities to be compliant with the MIPS incentive 

system. As our own IDS Health Insurance Plan continues to grow, the MIPS system will 

become less of an important revenue source, while our own IDS Health Insurance Plan 

will be a larger portion of a patient population. By migrating to a value based system with 

our insurance, we ensure a maximum bonus while developing the infrastructure to deliver 

on value.  

 

 

 

INSURANCE PLAN 
 

The number of people under our target segment, uninsured people of Webb County, are 

estimated to be 90000 (refer to FOOTNOTE B). We plan to convert half of this uninsured 

population as customers for our insurance plan in a 5 year horizon. Based on this estimate, we 

expect to acquire 9000 customers/year.  

 

Because consumers are price sensitive to insurance, median monthly premium on our plans will 

be competitively priced in the market. With the IDS Health Plan, members will be able to gain 

access to additional amenities not included with other insurance policies from competing 

insurance companies. The IDS Health Plan will have great member features at our IDS Clinics. 

Some of these features such as healthy cooking classes and Yoga/exercise classes will only be 

offered to members of the IDS Health Plan or to general members of the community who pay a 

monthly membership fee for these features. 

 

Because end of life is about 30% of healthcare costs, IDS Health Plan will incentivize our IDS 

physicians to educate and have discussions with our patients regarding ‘end of life’ plans. This 

will save us in a large amount of costs now and in the future.  

 

Our insurance plan involves significant expenses in selling, SG&A and administrative expenses. 

The insurance plans will be sold on a yearly premium basis. The revenue generated from the IDS 

Health Plan will allow us to invest a large portion in low risk investments such as Vanguard 500. 

 

We will make the necessary investments in new workforce, equipment and regulatory expenses 

to set up the insurance plan. This workforce will primarily be used at both outbound targeted 

calling exercises meant to bring over the percentage of population uninsured and inbound 

marketing techniques. Training initiatives will be introduced for the existing administrative staff 

to be trained in insurance plans.  

 

 

 

 



 

 

ACQUIRING PRACTICES AND CREATION OF IDS CLINICS 
 

By introducing our own insurance plan, it is imperative for us to acquire PCPs and other 

physicians in order to cover both outpatient and inpatient services for members of the Laredo 

community.  

 

The proposed regulatory changes in MACRA intend to bring about a value based system with 

intensive reporting requirements. These reporting requirements may become very difficult for 

individual PCPs logistically and financially. This opens up opportunities to acquire PCPs in 

Laredo.  

 

In order to maintain and integrate our current company culture with the culture of these 

physician practices, we will screen potential practices for how much they align with IDSs 

missions and values. Physicians who are acquired by IDS will become partners within the IDS 

system, and therefore are incentivized to see growth of the IDS Health Plan, IDS Clinic, and IDS 

Hospital. IDS is going to work on physician training to make sure PCPs and our other IDS 

physicians are aware of the new regulations and aligned with the strategy at the granular level. 

 

There are about 50 PCPs and more specialists in Laredo. In the next five years we intend to 

double acquisitions of PCPs and other physician groups every year, starting with three in the first 

year. These activities will be financed through long term debt taken in the first year. With the 

increase in revenue streams through these acquisitions, we expect our revenue growth to be 

greater than the industry average of 5.4%. 

 

With centralized, inclusive clinics and increased patient and buying power, we plan to enter into 

agreements with other healthcare providers such as pharmacy, dentistry, optometry, PT, OT, and 

others. We would be either partners or structure agreements where these practitioners will be 

able to have their clinic location in our facilities. Some of these agreements may add another 

revenue stream to our business (as we are landlords, and we can also license our brand as well). 

 

MIPS / Improving Quality of Patient Care: 
 

Before our insurance coverage becomes extensive, we will continue to serve Medicare covered 

patients who constitute 37.5% of our revenue (8% of our population). While doing this, we 

intend to ensure high standards in administration, clinical and reporting parameters to score high 

bonuses under MIPS (EMR has already been implemented at our hospital with previous 

subsidies). These high standards will be realized through training and quality improvement 

programs. Budgets appropriated will be comparable to the Top 125 corporations nationwide.  

 

With these practices in place, we would be well placed in the future to progress into a value 

based payment model. With the insurance scheme and high value measures, we can create realize 

effective synergies to create a true value based system. 

 

 

 

 



 

 

Market Evaluation 
 

Introduction 
The MACRA legislation impacting physician and physician group payment was developed 

around the country’s need to control healthcare costs under the Medicare program. The overall 

approach is to create more efficient healthcare systems by coordinating care, thus reducing 

wasteful spending that occurs (e.g. tests and procedures which are unnecessary or duplicated) 

when patients go through random providers of care. The IDS team in Laredo, TX has developed 

a strategy that can reduce the cost of care by (1) integrating our current hospital with PCPs, 

specialists, pharmacy, and other players both from a system perspective and also 

physical/location perspective and (2) creating our own health insurance (IDS health plan) where 

the payer’s goals are aligned with both the patient’s and the health system -- providing incentives 

for shared savings with realistic goals and rewards. By providing our own health plan, our 

facility's impact by MACRA will be reduced. While MACRA specifically impacts Medicare 

payments, it was well known that private insurance companies often adopt similar policies and 

structure as Medicare. 

 

Market Assessment 
IDS’s planning area is focused on Laredo, the largest city in Webb County. As of 2015, Webb 

County’s total population is estimated at 269,721 (increasing at a rate of 7.8%) and 63.8% of the 

total population are above the age of 18. Laredo is the tenth most populous city in Texas. Laredo 

is part of a larger metropolitan area with Nuevo Laredo, Mexico, which was not considered in 

this analysis. IDS hospital is one of two hospitals which serves the residents of Webb County.  

 

Laredo’s economy is largely based on international trade with Mexico. 47% of US trade for 

Mexico and 36% of Mexican trade is facilitated through Laredo’s port. The median income for a 

family in Laredo is $40,599, with 29.2% of families below the poverty line. 

 

 

 

 

 

 

 

 

 

 

 

  



 

 

Demographic and Sociological Profile 
 

Age Group (years) Percent of Population (Webb County) 

< 18 33.7% 

18-24 11.4% 

25-44 26.3% 

45-64 19.5% 

>64 8.8% 

*The median age was 28.5 years. For every 100 females, there were 95.3 males. 

 

 

Group Percent of Population (Webb County) 

50% below FFP 12.83782 

125% below FFP 38.89863 

150% below FFP 46.02349 

200% below FFP 58.5302 

 

 

Health Coverage By Type Number Insured by 

Coverage Type 

Percent Insured by 

Coverage Type 

 Employment-based health 

insurance 

77,701 30.20% 

 Direct-purchase health insurance 14,592 5.70% 

 TRICARE/military 1,683 0.70% 

 Medicare coverage 23,158 9.00% 

 Medicaid/means-tested public 

coverage 

76,278 29.70% 

 VA Health Care 2,251 0.90% 

 Uninsured 87,401 34.00% 

* Adds up to >100% because some people are multi-covered 
 



 

 

 

 

Profile Characteristics Percent of Webb County 

Hispanic/Latino 94% 

Unemployment Rate 4.6% 

No Health Coverage 34% 

 

 

 

 

The demographic and sociological profile, illustrated in the above tables, demonstrate that the 

IDS catchment area of Webb County is serving a mostly Hispanic/Latino, poor and vulnerable 

population that has significant unmet health problems. Over a third of the population is 

uninsured, and nearly 30% of the population receive health insurance from Medicaid. With 

Texas not currently participating in the ACA’s Medicaid expansion act, there continues to be a 

significant gap in the uninsured population. 

 

IDS has previously addressed the vulnerable population’s health needs with foundation funding 

in previous years, and will continue to do in the future. IDS plans to address this population with 

our IDS health plan and IDS Integrated Care Organization. 

 

Product Development - IDS Health Plan 
 

Because Laredo, TX and Webb County has ~36% of the population who are currently uninsured, 

IDS will serve this community by offering an affordable insurance plan, integrated both on the 

ACA Health Insurance Marketplace and through our website. Our integrated insurance will also 

cover dental, IDS pharmacy, and vision. Because we are only one of the two hospitals in the city, 

we have much of the infrastructure and brand name to introduce our own insurance plan. With 

the IDS Health Insurance Plan, we plan to introduce our own value based payment models. 

Having our own insurance will ensure efficient synergies towards value-based healthcare with 

sound shared financial benefits for the PCPs, other physicians, the hospital, the insurance 

company, and other players.  

 

Our insurance plan beats the premium price offered by competing silver band insurance plans 

and beats them on value through additional value based initiatives. With the IDS Health Plan, 

members will be able to gain access to additional amenities not sponsored by other insurance 

companies. The IDS Health Plan will have member features at our IDS Clinic. Some of these 

features to promote health (rather than treating illnesses) such as healthy cooking classes and 

Yoga/exercise classes will only be offered to members of the IDS Health Plan or to general 

members of the community who pay a monthly membership fee for these features. 

 

 

  



 

 

Product Development - IDS Integrated Care Organization 
 

With the start of IDS Health Plan, IDS is also creating an Integrated Care Organization. As more 

of the Webb County population purchases IDS Health Plan, IDS assumes responsibility and 

accountability for these members as both the payer and the provider of health services. 

Therefore, it is important for IDS to keep our patients as healthy as possible - which will reduce 

costs in the long run. As mentioned earlier, projects such integrating access to pharmacy, 

dentistry, etc. and providing projects such as exercise classes and eating healthy are important 

determinants of health, and are critical components for our IDS Integrated Care Organization. 

Each patient that IDS engages is considered a direct customer with no 3rd party interference.  

 

Webb County citizens, in particular those who are already participating in the Health Insurance 

Marketplace started by the ACA and those who are currently uninsured, will make their own 

value determination, and the decision to purchase will be based upon a number of factors that 

provide value to the individual.  

 

As previously mentioned, MACRA introduces many reporting requirements that are prohibitive 

in terms of logistics and finance. With a health plan and a move towards value based payment 

models we believe that it will be easy for us to attract PCPs and other physician groups to join 

the organization. We intend to start our transition towards an Intended Care Organization with 

this move. Operational plans and feasibility analysis of this exercise have been provided in the 

other sections. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

Footnotes 
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