
Virtual Health
Can it help your organization create 
a transformational culture while 
bending the cost curve?

Healthcare has been largely immune from the technology 
fueled customer transformation seen in other industries. 
From the way we deposit checks to how we purchase 
airplane tickets, technology has enabled the consumer to 
conduct transactions anywhere and anytime, at the touch 
of a button. Organizations can use this technology to 
increase efficiency, build stronger consumer relationships, 
and significantly improve consumer satisfaction. 

The disruptive and enabling power of healthcare reform 
is rapidly expanding the demand for services and 
opportunities for growth, while making it imperative 

for healthcare organizations to innovate, as they face 
increased care delivery costs, shortage of skilled providers 
and reduced reimbursement. These macro-trends 
also provide an opportunity for leaders of healthcare 
organizations to evaluate both care delivery and payment 
model transformation. Strategic implementation of Virtual 
Health initiatives can address the challenges faced by many 
healthcare organizations — whether it is cost reduction, 
shortage of providers, reduced payments under regulatory 
reforms or improving operational efficiencies as they 
consider assuming risk based payment models. 
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Virtual Health — What Is It? Why Now?
Virtual Health is not a brand-new concept but has evolved 
from consultations over hand held radios which started in 
1924 to the Remote ICUs of today. The rise and spread of 
communication technology has now enabled convenient, 
fast and affordable virtual interaction. Regulatory changes 
as part of healthcare reform and alternative payment 
models are driving renewed interest in Virtual Health as  
a potential solution to lower costs and increase 
operational efficiency.

Evolving Regulatory Climate
Healthcare reform has expanded Medicaid eligibility in at 
least 25 states and is expected to bring in more than 20 
million new healthcare consumers in addition to the 14 
million participants of the state-based health insurance 
exchanges1. This expansion places a tremendous pressure on 
the demand for healthcare services at a time when Medicaid 
reimbursement rates are expected to decline. The rapid 
expansion of the insured patient population offers huge 
potential for healthcare systems to capitalize on the need for 
services by adopting innovative approaches using the latest 
available technology to provide acceptable and affordable 
care. To enable adoption of Virtual Health, 21 states have 
already passed regulations with varying levels of mandate on 
private insurance reimbursements for virtual health services2. 

1 Vestal, Christine. Nov 06, 2013 Why New Medicaid Enrollment is 
Soaring, http://www.kaiserhealthnews.org/stories/2013/november/06/
stateline-medicaid-enrollment-increases-by-state.aspx

2 2013 State Telemedicine Legislation Tracking (as of 8/14/2013), 
American Telemedicine Association http://www.americantelemed.org

Asynchronous Synchronous Hybrid

Description Does not require real-time 
interaction between patients and 
providers. Such initiatives leverage 
store-and-forward technology to 
exchange pre-recorded data.

Requires real-time interaction 
between patients and providers 
using audio-visual communica-
tions and/or remote monitoring 
technology.

Combines asynchronous and 
synchronous technologies to 
provide health and wellness 
support for patients.

Examples Tele-radiology, tele-dermatology 
and secured messaging

Virtual consults, virtual visits and 
Remote ICUs

Transitional care (post-discharge), 
and home/mobile health moni-
toring with helpline

Advantages These initiatives require fewer 
resources as interactions can be 
scheduled during off-peak hours 
to improve provider productivity, 
and require less infrastructure 
(e.g. network connectivity). 

These initiatives are best suited 
for healthcare systems with 
facilities spread across a wide 
geography, and for regions where 
there is shortage of specialist 
resources.

These initiatives provide the 
greatest flexibility to create 
integrated Virtual Health business 
models tailored to needs of the 
system and can also provide 
improved convenience for 
patients and providers

Challenges These initiatives do not 
provide an experience similar 
to real-time consults and may 
not be perceived by patients 
as a replacement for in-person 
consults. Follow-up consults may 
be more frequently required.

These initiatives require more 
resources than asynchronous 
initiatives as they resemble 
in-person visits, and require more 
developed network infrastructure.

What is Virtual Health?
Virtual Health is the integration of telehealth (telemedicine) initiatives in mainstream care delivery to act as a complement 
or substitute for care using a selective, strategic approach based on the needs of the community served, capabilities of the 
organization, and resources available with an aim to improve accessibility and affordability across the continuum of care.
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Accountable Care and Health Insurance Exchanges
In addition to the potential growth offered by healthcare 
reform, healthcare systems are also facing new regulatory 
pressures and need for accountability. With the transition 
towards value based care, pay-for-performance, 
bundled payments and 30-day readmission penalties, 
it has become imperative for healthcare systems to 
ensure better healthcare for their communities while 
reducing complications. According to CMS, accountable 
care organizations should consider defining processes 
that “promote evidence-based medicine and patient 
engagement, report on quality and cost measures, and 
coordinate care, such as through the use of telehealth, 
remote patient monitoring, and other such enabling 
technologies”3. Virtual Health contains the tools that can 
help support the development of effective value-based care 
organizations, providing patients with expanded choice. As 
healthcare insurance exchanges strive to introduce a wide 
portfolio of plan products to attract consumers, health 
plans and entrepreneurs are also looking at Virtual Health 
to create the healthcare business models of the future 
which can integrate both accountability and convenience. 
Such initiatives can improve the relationship between plans 
and their members by increasing the involvement of plans 
in overall wellbeing of their members at lower costs.

3 Patient Protection and Affordable Care Act, H. R. 3590—278, One 
Hundred Eleventh Congress of The United States of America, January 
5th, 2010

Impact of Virtual Health on Costs and Processes
Virtual Health initiatives can help address specific 
challenges faced by healthcare systems, including:

• Reducing cost and utilization 
• Delivering better outcomes in a lower cost environment 
• Improving access and the patient experience

Virtual health initiatives have shown potential to 
complement mainstream health care delivery at lower 
costs. Among the wide array of Virtual Health tools, the 
fastest growing with the highest potential for wide-spread 
adoption are Virtual Visits, Virtual Consults, Remote Home/ 
Mobile Monitoring, Remote ICUs and Remote ECG 
Monitoring. Other Virtual Health initiatives such as tele-
rounding, tele-pharmacy, tele-interpreter services, tele-home 
health are in initial stages of adoption where sufficient 
research is needed before sustainable business models can 
be developed and implemented. Return on investment for 
these initiatives, whether reduction in direct or indirect costs 
or increase in revenues, is maximized when such initiatives 
are implemented by organizations as part of a well defined 
strategy to transition to risk based payment models. 
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Impact of Virtual Health on healthcare consumers 
and providers
Leading healthcare organizations can use Virtual Health 
not only as a tool to reduce costs and improve top-line 
growth but also achieve a competitive edge by building 
stronger relationships with healthcare consumers and 
providers to increase the organizational effectiveness in 
their service areas. Highly effective organizations keep their 
consumers engaged and workforce satisfied to enhance 
the quality of services provided, strengthen brand loyalty, 
and increase long-term profitability. 

Patient engagement and satisfaction
As healthcare consumers become savvy about quality of 
care, organizations need to remain at the forefront of 
innovation to create brand loyalty. In the 2012 Deloitte 
Survey of Healthcare Consumers, more than 60% of 
consumers gave a higher rating and preference to 
health systems offering the newest and most innovative 
technology.41The survey also revealed that nearly 
two-thirds of patients are interested in using video-
conferencing visits and self-monitoring devices as part of 
their care delivery.4

In the transition to risk based payment models, health care 
systems are motivated to engage their patients to help 
manage utilization of services. This enables organizations 
to invest in long-term wellness and population health 
initiatives while benefiting from better quality outcomes, 
reduced need for care and improved long term margins. 
Increased access and convenience also improves patient 
engagement and satisfaction.

41Deloitte 2012 Survey of U.S. Health Care Consumers, http://www.
deloitte.com/assets/Dcom-UnitedStates/Local%20Assets/Documents/
Health%20Reform%20Issues%20Briefs/us_chs_IssueBrief_2012Consum
erSurvey_061212.pdf

Provider engagement and retention
Labor costs account for one of the most significant 
expense items for hospitals. This is further aggravated 
by the rapidly rising clinical staff salaries. The current 
regulatory environment and rapidly growing patient base 
has placed additional pressure on healthcare organizations 
to meet the demands while facing a nurse and physician 
shortage. As baby boomers age and the number of insured 
patients increase, healthcare organizations will need to 
identify unique approaches to boost productivity and 
maximize utilization of scarce skilled resources. Virtual 
Health initiatives can provide much-needed access for 
healthcare systems to an untapped pool of highly skilled 
clinical resources — the partially disabled, those seeking 
more work-life balance, and semi-retired physicians and 
nurses who may like to continue working but prefer more 
flexibility. Early adopters of Virtual Health service delivery 
models that provide increased work/life flexibility may be 
able to attract and retain the best available talent, improve 
workforce satisfaction and tap into highly specialized 
resources to improve quality of care. Specialties including 
Radiology and Neurology have already benefitted from the 
convenience of providing diagnostic support, through tele-
radiology and tele-stroke respectively, to patients that may 
be several thousand miles away. 

Provider efficiency
Virtual Health initiatives can improve the efficiency of 
providers especially for specialists providing ad hoc 
diagnostic support. These initiatives can facilitate improved 
provider collaboration especially between primary care 
providers and specialists to increase diagnostic efficiency 
and reduce need for unnecessary transfers or additional 
care. Remote Monitoring initiatives can also provide 
summary data on patient vitals for specific chronic 
conditions on a regular basis reducing the need for 
frequent in-person visits. 

As used in this document, “Deloitte” means Deloitte LLP and its subsidiaries. Please see www.deloitte.com/us/about for a detailed description of the legal 
structure of Deloitte LLP and its subsidiaries. Certain services may not be available to attest clients under the rules and regulations of public accounting.
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Challenges Facing Mainstream Adoption
In spite of the renewed interest in Virtual Health and the 
presence of an external environment that is primed for rapid 
growth, there are many regulatory, structural and systemic 
challenges that remain. Out-of-the-box approaches aimed 
at creating an environment to support rapid proliferation are 
essential for increased adoption of Virtual Health.

As of July 2013, 60% of states have 
Telemedicine Legislation Mandating Private 
Coverage but the extent of legislation varies 
across states2
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The road ahead for Virtual Health
Virtual Health is approaching a chasm where initiatives 
that fail to address the current key issues of improving 
cost-effectiveness and accountability will lose to those 
that can improve processes and outcomes at lower costs. 
Over the next five years, there will be selection pressure 
as organizations better understand Virtual Health, and as 
the regulatory climate evolves to address some of the legal 
challenges and issues of reimbursement. Organizations 
will eventually select initiatives based on their particular 
business need. Healthcare systems can explore Virtual 
Health initiatives as a tool to effectively adapt to alternative 
payment models which favor bundled payments or value-
based reimbursements. For example, organizations could 
leverage initiatives such as Virtual Visits and Remote 
Monitoring to improve post-procedural or transitional care 
and reduce costs, with fewer and less frequent need for 
in-person patient visits.

To be effective, organizations will need to adapt these 
initiatives in alignment with their capabilities and needs 
of healthcare consumers in the communities served by 
them. Organizations will need to prioritize their goals from 
these initiatives to establish a focused implementation 
with maximum impact, whether their goals are to 
reduce utilization and costs, enhance patient experience 
and access, increase provider engagement or improve 
outcomes. Support for these initiatives from senior 
leadership of the organization is crucial for successful 
implementation. Healthcare organizations will need to 
have certain checks in place, as they design pilots or 
roll-out Virtual Health for mainstream adoption, whether 
it is appropriate algorithms for patient selection under 
remote monitoring initiatives or optimal models to manage 
patients using Virtual Visits or Consults. As the regulatory 
landscape continues to evolve over the next five years, 
reimbursement and credentialing will be the key issues that 
could impact successful implementations. 

Interest in Virtual Health is likely to increase as the 
healthcare transitions towards accountability and cost-
efficiency whether under traditional or alternative payment 
models. A balanced and pragmatic approach will be 
important for Virtual Health operational models to be 
sustainable, acceptable and affordable in the long-term.

Assessing Organizational Readiness for Virtual Health 
• Define Goals — What is the primary goal for adoption of Virtual Health — 

operational efficiency or organizational effectiveness?

• Define Success — What is the alignment of proposed Virtual Health initiatives with 
organizational strategy and priorities?

• Build Stakeholder Support — Does your organization have motivated providers to 
lead and manage initiatives?

• Understand Demographics — What are the characteristics of your patient 
population? What is the payer mix?

• Understand Capabilities & Challenges — What are the regulations and legal 
considerations in all regions where your facilities are located?
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Appendix

Initiative Care Area Impact

Tele-radiology Radio-Diagnosis • Improved time-to-read and time-to-diagnosis across 
facilities

• Lower labor costs especially in rural and semi-urban 
facilities

• Addresses shortage of highly skilled radiologists

Remote Monitoring Population Health,
Transitional Care,
Chronic Care

• Continuous monitoring with predictive analytics can 
help detect adverse events early or even before they 
occur avoiding cost of hospitalization

• Early discharge -> reduced office visits ->lower costs

mHealth Operations/Multiple areas 
(Scheduling, Education, 
Monitoring, Compliance)

• Allows patients to more easily access health care 
information

• Increases patient engagement 
• Improves ability to detect and track diseases 

Remote ICU Emergency Care,  
Intensive Care

• Addresses potential shortage of critical care nurses 
and physicians through standardized and centralized 
ICU monitoring

Virtual Consults Specialist Consults 
(Dermatology, 
Ophthalmology,  
Neurology, etc.)

• Improves access to specialists
• Reduces cost of resources while addressing shortage 

of certain specialties

Virtual Visits Chronic Care, Primary Care 
Visits, Transitional Care,
Chronic Care

• Increases patient access to providers 
• Increases provider productivity 
• Enables early discharge from inpatient facilities
• Increases frequency of monitoring of parameters 

essential for improved care of chronic conditions such 
as Diabetes

Tele-pharmacy Prescriptions,  
Dispensing

• Addresses shortage of pharmacists in remote areas
• Improves productivity and lowers costs by reducing 

need for on-site pharmacists during off-peak hours 

Medication Compliance 
Management

Drug Adherence,
Follow-up Care,
Chronic Care

• Improves adherence to medication regimen 
• Increases patient engagement in chronic care
• Provides multiple avenues for health & wellness 

education 

Tele-home health Continuing Care,
Chronic Care

• Increase in provider efficiency 
• Provides rapid access to providers for specific consults 

without need for travel 

Tele-translation All Areas — 
Translators

• Improves comprehension of care plan by patients 
• Improves compliance and overall patient satisfaction 



10

State Telemedicine Legislation*

States with Legislation Mandating Private Coverage of 
Telemedicine*

States with proposed Legislation Mandating 
Private Coverage of Telemedicine 

1.  Arizona
2.  California
3.  Colorado
4.  D.C.
5.  Georgia
6.  Hawaii
7.  Kentucky
8.  Louisiana
9.  Maine 
10. Maryland
11. Michigan 
12. Mississippi 
13. Missouri
14. Montana
15. New Hampshire
16. New Mexico
17. Oklahoma
18. Oregon 
19. Texas
20. Vermont
21. Virginia

1.  Connecticut
2.  Florida
3.  Illinois
4.  Massachusetts
5.  New York
6.  Ohio
7.  Pennsylvania
8.  South Carolina 
9.  Tennessee
10. Washington

States with Medical Boards with Telehealth Licensure

1.  Alabama
2.  Louisiana
3.  Montana
4.  Nevada
5.  New Mexico
6.  Ohio
7.  Oregon
8.  Tennessee
9.  Texas

Source: American Telemedicine Association
* Current as of August 14, 2013. 

Source: Center for Connected Health Policy



Virtual Health Can it help your organization create a transformational culture while bending the cost curve?    11

Authors
Deb Hunt, RN
Specialist Leader, Chicago
Deloitte Consulting LLP
dehunt@deloitte.com
 
Marc Scheinrock
Senior Manager, Dallas
Deloitte Consulting LLP
mscheinrock@deloitte.com
 
Saurabh Vyas, MD
Senior Consultant, Los Angeles
Deloitte Consulting LLP
sauvyas@deloitte.com

Expert Insights
Simon Gisby
Principal, New York
Deloitte Corporate Finance LLC
sgisby@deloitte.com
 
Robert Williams, MD
Director, McLean
Deloitte Consulting LLP
rbrwilliams@deloitte.com 

Special Acknowledgements
We thank Melissa Lee and Kelcey Simpson for their 
commitment and efforts to make this paper a reality

mailto:dehunt@deloitte.com
mailto:mscheinrock@deloitte.com
mailto:sauvyas@deloitte.com 
mailto:sgisby@deloitte.com
mailto:rbrwilliams@deloitte.com


This publication contains general information only and Deloitte is not, by means of this publication, rendering 
accounting, business, financial, investment, legal, tax, or other professional advice or services. This publication 
is not a substitute for such professional advice or services, nor should it be used as a basis for any decision or 
action that may affect your business. Before making any decision or taking any action that may affect your 
business, you should consult a qualified professional advisor.

Deloitte shall not be responsible for any loss sustained by any person who relies on this publication.

Copyright © 2014 Deloitte Development LLC. All rights reserved. 
Member of Deloitte Touche Tohmatsu Limited


