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healthleaDers MeDIa  All hospital and health system growth is 

trying to balance organic growth versus acquisition. How would you 

define your growth strategy as it fits the market right now?

MIchael DoWlIng  |  North Shore-LIJ Health System  |  Well, it’s a pretty 

dynamic marketplace as you know. And we are focused on growing 

westward. We are mainly looking at the Queens market, because 

it’s the one part of our area where you have a population increase as 

opposed to other areas where populations are getting older. The  

biggest part of our growth strategy, however, is ambulatory and out-

in the past, hospital and health systems sought size and scale as an advantage in often 
contentious contracts with payers. But a new mandate to tie together the streams of care 
has caused hospitals to look anew at how they achieve scale, and how they must now use 

that size to eliminate waste, reduce costs, and close gaps in care.   
Strategic Partnerships Director
HealthLeaders Media

Jim
Molpus   

MoDerator

patient. This is something in which we are not as strong as we should 

be, but we’re obviously preparing for an accountable care organiza-

tion. To me, growth is not just about gaining market share, which is 

important. You’re going to grow to a certain point beyond which it 

will be very hard to go because outside pressures will indicate you’re 

getting a little bit too big. But there must also be growth in terms of 

diversity, diversity of the programs and services you offer. 

We have to grow in the home care side of the business, in the ambula-

tory, in the long-term care side of the business. At least in this market, 
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if you are going to be able to meet the demands 

of what a healthcare organization is supposed 

to be all about, then it’s not just going to be 

good enough to be a hospital business that has 

40% market share. You’ve got to have all of the 

other pieces as well. 

gary Brock  |  Baylor Health Care System  |  We 

have to continue to get outside of the central 

metropolitan area to where the new rooftops 

are. In the Dallas-Fort Worth area, you’ve got 

more of an explosive growth going in the west 

side of the metro area around Fort Worth and 

the communities north of the Metroplex. Right 

now we have 20 hospitals within the Baylor 

system—10 of those are full-service, adult, 

med-surg facilities. The rest are specialty chil-

dren’s, surgical, or cardiac hospitals. We’re real 

focused on trying to 

grow organically so we 

need new green field 

development to do that. 

We’ve strategically 

acquired four parcels of 

land of about 50 acres 

each. on one of those 

pieces of land, we have under development a 

new hospital in McKinney, which is north of 

Dallas, that we’ll open in june of 2012. We’re 

very focused on outpatient growth with imag-

ing centers, pain centers, and physician clinics. 

Today, Baylor, in the metro area, has 268 dif-

ferent locations when you add the clinics and 

the other pain management centers, imaging 

centers, things like that. We do a lot of partner-

ing with physicians. Right now we have about 

900 physicians that are investors with us in an 

ambulatory surgery strategy. 

Paul WIles  |  Novant Health  |  our footprint 

covers essentially four states from the north 

end of Virginia and the Prince William county 

area down into Atlanta. And we have both acute 

care and ambulatory care across that footprint. 

our organizational structure is set up such that 

market leaders, people who run for instance the 

Charlotte or the Winston-salem market, are 

responsible for their organic growth to better 

meet the marketplace in which they’re working. 

While at the same time, there’s the corporate 

strategy to make a difference across that 

four-state footprint. We very much believe in a 

diversity of the portfolio, both in locations and 

types of services. Although, unlike Mike, we’d 

say we’re going to stay a little bit closer on the 

delivery side where physicians are integral and 

intimate to the process. so that kind of limits 

you to the ambulatory side, essentially the office 

visit through a little bit of rehab. When you get 

beyond that, the home health and long-term 

care, because of our footprint, we’ve said we 

don’t have the capital to be able to cover that 

kind of space. so we’ll have to find partners to 

work with that we can be comfortable with to 

deliver a high-quality, efficient product. A lot of 

the population growth from our area has come 

from individuals in New York or New jersey 

gary Brock 
Chief Operating Officer 
Baylor Health Care  
System
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who have retired and come down to southern 

Delaware for the lifestyle, the lower taxes, and 

the slower pace of life. But the expectation that 

they brought with them is for the healthcare 

services to be there like they were comfortable 

with when they were at home. so how do you 

capture that market and hold onto that market, 

being only 165 miles back to the New York area. 

We’ve had a very aggressive strategy over the 

last three or four years of recruiting new physi-

cians into the system; both specialists as well as 

primary care. In addition, we’ve had an affilia-

tion with the university of Pennsylvania in car-

diology and in oncology that has allowed us to 

increase our market share and keep individuals 

local instead of 

retreating to their 

former healthcare 

providers. our 

strategy going 

forward is to 

recruit additional 

specialists and 

additional pri-

mary care  

physicians. 

healthleaDers MeDIa  steve, what are 

you seeing across the industry as hospitals 

assess their growth needs?

steven elek III  |  PricewaterhouseCoopers  |  

Across the board, we’re seeing both organic 

growth strategies as well as growth through 

acquisition or affiliation. From an organic stand-

point, hospitals are looking to extend their reach 

and presence into the community to better meet 

growing demand and the needs and preferences 

of consumers. For example, they might be estab-

lishing remote clinics or ambulatory centers in 

suburbs or rural areas as a way of connecting 

with the community. At the same time, the clin-

ics serve as a feeder to the flagship acute care 

hospital. From an acquisition standpoint, we’ve 

seen financially stronger health systems acquir-

ing weaker parties who really need a partner. 

The weaker hospital might be in a good geog-

raphy with strong demand, but it is stressed 

from a capital standpoint and can’t find a way 

to continue to meet the needs of the community 

without joining forces with a financially stron-

ger partner. so we see a lot of those deals hap-

pening, and it’s helping to ensure that there is 

no void of healthcare in a particular geography. 

From the service delivery standpoint, we believe 

that over the next five to 10 years, we’re going 

to see hospitals taking greater accountability 

for the patient’s full continuum of care possibly 

all the way through to end of life. The antici-

pation of this trend has many organizations 

looking at long-term care and assisted living 

facilities, if not through outright ownership then 

through some sort of contractual relationship.

healthleaDers MeDIa  Much of the 

growth and acquisition activity is about  

becoming more integrated. Do you feel pressure 

to emulate the model-integrated systems like 

Mayo Clinic? 

DoWlIng  Every location is somewhat unique. 

And you just can’t transport something from 

one place to another. There are principles that 

you can adapt perhaps, but you can’t make 

everything look like the Mayo Clinic. And I’m 

even sure if you did, it wouldn’t be for the best 

anyway. I believe very, very strongly that the 

biggest challenge going forward is figuring out 

a way to change the delivery of care so that the 

care is not more than the patient needs, and it’s 

steven elek III
Partner, Health Industries 
Transaction Services 
PricewaterhouseCoopers
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coordinated with great quality and service. You 

have to have all pieces of the delivery system 

working together or that is impossible. A big, 

big part of those strategies is aligning with 

the physician community. Every part of our 

expansion and growth has to do with bringing 

physicians in. Getting the physicians together 

from either a legal or a financial point of view 

is one side of the integration model. I want to 

control as much of that as I possibly can. We 

have 10,000 physicians in our health system. I 

have 1,600 full-time, salaried physicians. That’s 

growing at the rate of 200–300 a year now. 

The physician community wants to be much 

more connected to a hospital network than ever 

before, at least in our market. 

healthleaDers MeDIa  With so many 

questions in what 

an accountable care 

organization really 

is, how can a health 

system leader really 

assess what pieces 

they may need to build 

or acquire?

elek  There is no question that accountable 

care organizations and bundled payments are 

being held up as a model for delivering and 

financing care in the future. Evolving into an 

accountable care organization will require a 

breadth and depth of capabilities and services 

that few hospitals have right now. so health 

organizations that want to form an accountable 

care organization need to start by assessing 

the current state of their care processes, the 

services they have currently and which services 

they don’t have but need. Next, they need to 

identify the geographic reach they want to have 

and then begin to identify where there are gaps 

and how to fill them. Can voids be filled by hiring 

people, redeploying existing resources, opening 

new sites, or acquiring new businesses or capa-

bilities? If an acquisition makes the most sense, 

what are the options? Who are the players and 

how receptive would they be to a transaction? 

Does it make sense culturally and financially? 

Are there people, union, pension or debt issues 

to deal with? All of these questions and issues 

need to be worked through before approaching 

other market participants. 

healthleaDers MeDIa  How much is 

integration central to your growth strategy? 

DoWlIng  our strategy has been pretty 

consistent from the very beginning. We want 

to broaden our footprint, we want to have as 

much control, have as many of the capabilities 

as we believe we need. We have to have control 

in those areas. Where there are gaps, we try 

to fill them and partner, but I am much more 

interested in filling them ourselves rather than 

establishing partnerships. But I believe we have 

to be careful. There is danger in exaggerating 

the benefits of integration. I think we are mov-

ing the ball up field. We are a little bit better at 

Michael Dowling 
President and CEO 
North Shore-LIJ Health  
System
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handling these things today than in the past, and 

I think we all expect that the funding mecha-

nisms are going to change. When this happens, it 

will drive a lot of the delivery change as well.

WIles  If you want to understand how a 

system works, follow the money, right?  And 

unfortunately in healthcare, we haven’t figured 

out a way to value healthcare or value health. 

We are a piecework industry, and what keeps 

us confused is what are we in business to do? 

And until we figure out that we’re going to get 

paid for health, not for care, we’re going to stay 

confused. And that’s my recollection of being in 

the HMo business for 15 years. We could come 

up with capitation formulas, we can allocate all 

of that, we could 

build incentives. 

But at the end 

of the day, the 

whole system—

whether it was 

the hospital or 

physicians—

repriced their 

capitation back 

into their fee-for-service mentality. How much 

did I get paid for a chest x-ray? or how much 

did I get paid for an office visit? Regardless of 

whether the primary care physician was getting 

$10 per member per month, they calculated 

whether their visits times uCR [usual, custom-

ary, and reasonable] put them ahead or behind 

on capitation. And therefore, it’s not a good deal 

to the physician and then you started getting 

resistance to it. 

Paul lakeMan  |  Bayhealth Foundation  |  Much 

of our challenge is in education of the different 

constituencies. Whether it is the physicians, or 

the patients, or ourselves, how do we educate 

everyone on where we need to be over the next 

five to 10 years? Part of the difficulty with that 

I think is that we don’t know what it’s going to 

be like. We know it’s going to be different, so 

how do we align all of those constituencies so 

that everybody’s working together? 

healthleaDers MeDIa  Baylor, North 

shore-LIj, and Novant have all merged or 

acquired hospitals in the last year or so. There is 

a trend in the industry that the bigger are going 

to get bigger and swallow up independent hos-

pitals. That presumes there are willing buyers 

out there looking to buy if there is a strategic fit. 

Were your recent deals in that context?

Brock  Baylor Medical Center at Carrollton 

was a good, strategic fit for us in terms of a 

northern facility that we didn’t really have a 

presence in. It’s in Denton County, so it filled in 

that part of the geography for us. It’s a facility 

that had a lot of capacity. It’s underperforming, 

and we felt with going in and putting our sys-

tems in place, and recruitment of new providers 

and more alignment with the strategies that we 

have, that we could quickly turn that into more 

of a profitable opportunity for us, as well as 

spread some of our corporate fixed cost. There 

are facilities that approach us, and it’s really not 

a good strategic fit. Maybe we don’t feel the 

physician community there is probably where 

we need the physician community to be, and it’s 

probably too hard of a road to try to go in and 

turn around that facility given all of the other 

opportunities that we can pursue. 

WIles  (Manassas, VA–based) Prince William 

was doing quite well as a 170-bed hospital. 

Their metrics looked good. They had a good 

Paul Wiles 
President and CEO 
Novant Health
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marketplace. The board was actually equally 

interested in growth and how they could 

enhance their quality and safety as an orga-

nization. We spent a lot of time talking with 

them about that. Realizing they wanted to put 

$200–$250 million into that marketplace over 

a period of time, they just didn’t have the confi-

dence that they could make those investments. 

But there wasn’t anything weak, necessarily, 

about the core business. In the accounting jar-

gon, it was a pooling of interest. There was no 

cash exchange; we just merged the assets and 

the liabilities of the two organizations together. 

our view is there’s going to be lots of opportuni-

ties. We’ve already done the screen in that four-

state area of markets, not hospitals. We look 

at markets, and we say what would be a good 

market fit for us? What 

are the demographics, 

the economics of the 

market, insurability 

of the population, the 

population growth? All 

of those factors help 

determine the markets 

where we’ll look for 

opportunities as they come along. We’ll also 

look at other opportunities, so if somebody calls 

and asks if we would want to talk to hospital A 

or hospital B we can quickly determine whether 

that fits our market screen. And if the answer is 

no, it doesn’t fit our market screen, we’ll pass on 

the opportunity. so markets are more important 

to us than facilities. 

DoWlIng  Lenox Hill Hospital was a merger. 

No cash. In the New York market, it is impos-

sible for stand-alone hospitals to succeed. 

Within 15 minutes of our main office, we’ve had 

four or five hospitals close in the last two years. 

Here in New York City, we had the closure of 

st. Vincent’s, something most people thought 

would never happen in the hospital’s 157-year 

history. Lenox Hill was a stand-alone, indepen-

dent hospital not aligned with anybody, but 

with a wonderful reputation, brand name, and 

fabulous history. It gave us an expanded foot-

print in the market that we needed. Even though 

we’re the largest provider of healthcare in New 

York, if you don’t have a foot in Manhattan, 

you’re perceived by a lot of people as not being 

in New York. Many New Yorkers and the media 

think that Manhattan is New York. We will look 

at hospitals when we believe that they have an 

advantage, both for the local community and 

for us, strategically. But also, I think our biggest 

growth in the future will be in nonhospital  

delivery sites that will provide access for the 

community without necessarily having a full-

service hospital there. We’ve downsized in 

many of our hospitals. We’ve closed beds. We’ve 

moved beds. We’ve consolidated services. None 

of the hospitals we took over look anything 

like they did 10 or 15 years ago. so it’s a multi-

faceted approach. But I do think that in the not-

too-distant future you will have no freestanding 

hospitals in this market. 

Paul lakeman 
President 
Bayhealth Foundation

having trouble  
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lakeMan  our 

independence is going 

to come from the 

affiliations we have 

with the physicians as 

we grow the medical 

staff. At the time of 

the merger, our medi-

cal staff was maybe 

200. Right now, it’s 

pushing 500. And I think that’s where the 

growth is going to come in our area—with phy-

sicians who we’re going to attract into the sys-

tem whether they’re specialists or primary care. 

We are going to grow market share through 

the development of the medical staff, and grow 

that, to a larger extent, by different specialties, 

like cardiology and oncology and look to where 

we take tertiary care services in different disci-

plines beyond where it is right now. 

elek  one thing that’s different between now 

and the merger mania of 10–15 years ago is 

that then institutions were reacting defensively; 

they were thinking “I better grab it because if I 

don’t, somebody else will get it first.” Whether 

it’s a hospital or a physician practice group, I 

really don’t hear that as often now, not among 

this group and not among our clients across the 

board. Healthcare organizations are being far 

more strategic today. If an opportunity doesn’t 

fit with their strategic plan or doesn’t really 

meet their mission and goals, hospitals are 

walking away from deals all the time. 

healthleaDers MeDIa  Part of the barrier 

is really assessing the cultural fit of a potential 

acquisition or merger partner. How do you walk 

through that?

Brock  When we go into the discussions with 

the board and physicians, the nursing leader-

ship, and human resources, this is about becom-

ing part of the Baylor Health Care system; it’s 

not going to be a separate entity. Going forward, 

you’re going to have to become Baylor. You’re 

going to have to accept Baylor’s culture. We’re 

not trying to adopt their culture. so there’s a 

tremendous amount of change on the front 

end. We have a system board, and then we have 

an operating board. The operating board is 

the legal fiduciary with seven board members 

that run our operations of the Baylor system. 

I support the operating board, and [CEo] joel 

[Allison] supports the system board where 

they govern mission, vision/quality strategy 

and financing. We’re driving all the legal fidu-

ciary duties around The joint Commission, 

Conditions of Participation with Medicare, and 

the Texas state license requirements under 

the governance of the operating board. When 

we acquire a facility, immediately the medical 

staff becomes totally aligned with our BHCs 

corporate structure. We have a centralized way 

in which we go about driving that. It’s the same 

with all of the salary and benefit structures 

from employees, the nursing leadership, etc.

DoWlIng  The hardest part—but also the one 

that has the greatest potential—is figuring out 

the synergy between their culture and yours. so 

what I tend to do is spend an awful lot of time 

doing a due diligence process. You know, you 

let the finance people do their job. so maybe 

it’s losing money. The question is whether it 

has potential, right? Can you see it? And then 

it comes down to all of the other intangibles. I 

personally spend a great deal of time with the 

staff. I go to breakfasts, lunches, and dinners 

Michael Dowling 
President and CEO 
North Shore-LIJ Health  
System
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away from the facility. I get to know the per-

sonalities. I meet with many people, both physi-

cians and non-physicians. By doing this, you get 

a sense of the commitment to the organization. 

You get a sense of teamwork. You get a sense 

as to whether or not these people are actually 

able to work together, or whether they’re all in 

little silos. When we did some mergers recently, 

I spent a lot of time with the physicians outside 

the hospital. You get them to talk about the 

place, how long they’ve been there, etc. And if 

you do this enough, your political antenna goes 

up. There’s no substitute for spending an extraor-

dinary amount of time face to face. Forget the 

memos. Forget the text messages. You’ve got 

to look at people and see their eyes when you’re 

talking to them to be able to understand wheth-

er or not they’re giving 

it to you straight. 

healthleaDers 

MeDIa  From the 

transactional side, are 

there some best prac-

tices in due diligence to 

keep in mind, steve?

elek  You need to differentiate between the 

pre-letter of intent stage and post-letter of 

intent stage in working towards the definitive 

agreement. In the pre-letter of intent stage, 

you’re unlikely to get much access to the other 

side’s books, records, or employees. so it’s much 

more of a strategic discussion with the company 

exploring the strategic fit and synergy among 

service offerings. Where’s the void? How would 

filling that void add value to the organization? 

You need to think through the expectations 

of each side to the deal from a governance 

standpoint, particularly with the entity being 

acquired. You need to think about the structure 

of the transaction. Is it going to be an outright 

asset acquisition? Are you going to acquire 

all parts or just some piece of the business? 

Part of that earlier stage is to broadly assess 

potential synergies. Where is the value creation 

opportunity? Are there revenue enhancement 

opportunities with the new service offerings? 

Whether it’s theirs or yours, what are the cost 

savings? Are they up to enhancing quality of 

care? Will they enhance the use of electronic 

medical records? And you are, of course, doing 

a higher level financial analysis. At the earlier 

stage, you may not have the opportunity to do 

a deep dive on the finances. But you can get a 

good sense for the revenue trends—who are the 

key producers, what are the costs, what is the 

profitability, and what is the debt structure. And 

you need to factor that all into your analysis.

healthleaDers MeDIa  How do you make 

the integration go as smoothly and quickly as 

possible?  

lakeMan  one of the lessons we have contin-

ued to learn as we go through that process is 

that it is an ongoing cultural understanding, an 

ongoing cultural education. And I think it goes 

having trouble  
viewing? Click here.
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both ways. We 

have to develop the 

entity itself—the 

Bayhealth brand. 

Even though the 

two hospitals were 

only 25 miles apart, 

they each had a 

different way of 

wanting things 

delivered, and we 

need to be sensitive to that. And understand-

ing that as we’ve gone down the line, the best 

way to deliver healthcare in each community is 

to understand each culture, being sensitive to 

those needs, and bringing physicians into the 

community in that facility that understand that 

as well, while at the same time developing and 

protecting the Bayhealth brand. 

DoWlIng  In the beginning, if it looks like 

there’s no cultural fit, that does not mean it 

cannot be a successful merger. When we went 

through the original big mergers, you couldn’t 

have found two places that were more differ-

ent—different cultures, different expectations. 

And even though those campuses were only 

a mile and a half apart, you would never be 

caught dead on the other property. There were 

two highways between the facilities, which is 

probably about the only reason they didn’t kill 

each other. Everybody in the New York area 

basically said it would never, ever work. And it 

was very difficult. And today, it is completely, 

totally merged. You couldn’t tell today who 

comes from either side. There is a single clini-

cal leadership, single chairs of departments, 

one faculty practice. Everything combined into 

compatible management. You would never 

have imagined it. Now it did require quite a bit 

of change when it came to people. You have to 

move some people out. Many staff publicly stat-

ed that they hated each other until they actually 

spent time with one another. Then they decided 

that they were wonderful friends or that they 

had mutual interests. so you don’t give up. 

elek  Effective organizations tend to manage 

the due diligence and the integration process 

simultaneously. It really helps you identify the 

issues and opportunities early so you know 

what the organization is going to look like on 

day one. Next is securing the leadership  

commitment in the organizations. It’s impor-

tant to establish the executive leadership team 

in both organizations. You want to have excel-

lence in communications around the deal and  

be prepared to communicate not only internally 

to the constituents, but also externally to the 

community of people and governing authorities. 

The next thing is to prioritize the initiatives.  

You really need to know which 20% of actions 

are going to drive 80% of the value. Make sure 

you have an integration management office for 

a coordinated and rigorous approach to the 

program. You need to execute quickly. Time  

is of the essence here. Make changes and then 

move forward. And above all, always  

remember to put the people first. At the end  

of the day, they’re going to make the deal  

successful or not. Make sure they’re engaged, 

well-informed, and their interests are aligned 

with the organization. 

healthleaDers MeDIa  How are you 

assessing physician and group practice M&A 

activity?  

Paul lakeman 
President 
Bayhealth Foundation
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Brock  Right now we have about 120 physi-

cians within various practices under acquisition 

evaluation. We look at their quality, how they 

are following up with patients, and what kind 

of resources we are going to need and invest 

in once they become a partner. If we have 

physicians that we just don’t feel are going to 

work in an organization, then we walk away. 

Not everybody fits into that organized, clinical 

practice mold. And that’s not saying they’re bad 

physicians; it’s just that it’s not culturally a good 

fit for them. We have physicians contact us all 

the time that we just don’t feel we can assimi-

late them at this point. They’re trying to just 

cash out, and really aren’t interested in trying 

to work inside an aligned, physician community 

model.

healthleaDers 

MeDIa  Are they over-

valuing their practices?

Brock  some of them 

have thoughts that their 

practice is worth a lot of 

money. We’re just going 

through an acquisition of a group of cardiolo-

gists and cardiac surgeons. When they first 

approached us, they somehow thought their 

clinic value was worth around $25 million. By 

the time we get through our due diligence pro-

cess, you’re buying patient charts, you’re buying 

FF&E, and you’re buying accounts receivable. 

so based on an independent third-party valua-

tion, it determined that the practice was worth 

somewhere between $7–$8 million depending 

on the day we close based on where the AR bal-

ance stands. And we’re not buying good will. 

This is how our compensation plan works. That’s 

the reality. What we’re bringing to the table is 

infrastructure and electronic records, billing 

systems, professional management, access to 

capital, managed care, contracts, integration 

with a health system, and if you want to be part 

of that, great. If you don’t want to be part of 

that, then that’s great too. 

WIles  For us the evaluation question is rela-

tively easy: no. Exam tables and old waiting 

room furniture is about all we buy. We  

just assume they’ll keep the receivables col-

lected on their own, and it gives them a good 

incentive. Their books are not always such that 

you can properly evaluate the value of the  

receivable that’s there. so as far as the evalua-

tion of the group, we handle it very much like a 

group practice. It’s done by the leadership of the 

Novant Medical Group. They sort whether this 

is a physician they want to have as a partner, 

who is compatible with the ideals of practice 

and patient care. so ours operates pretty much 

like a large, group practice over a large territory. 

Physician leaders all have at least half a day, if 

not more, of clinic time. so our physicians have 

a sense of ownership and that it really is their 

group to run and operate, and take the responsi-

bility for the quality of the group and the quality 

of the outcomes the group produces. For those 

physicians who raise their hands and say they 

are interested in coming in, it’s a fairly straight-

forward evaluation process with no deviation. 

We used to buy practices a long time ago. And 

it was a very expensive lesson to learn, but we 

did learn it. Buying practices makes no sense 

whatsoever.

healthleaDers MeDIa  Paul, talk a little 

bit about your dynamic with this growth and 

having trouble  
viewing? Click here.

http://content.hcpro.com/breakthroughs/5/Novant_Paul_Wiles_320.mp4
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consolidation that you’re going through. I mean, 

how does that fit into your bigger strategy to 

deliver value?

WIles  one of the techniques that one of our 

folks developed is what we refer to as payer 

neutral revenue. We reprice everything. Every 

encounter back to a standard, and we use 

Medicare. Then we run it back through the 

same way on the expense side across all of our 

systems. And what we have found by doing that 

is you take out all of that variability of who gets 

paid how much in each market by what payer 

and the case mix adjustments. When you get 

it down to its very core, you have a common 

financial view of the world. Then we go back 

and look at the operating rooms, and the nurs-

ing units, and the emergency rooms. And what 

we found is if we would just adopt inside our 

system our own best practice, we’d be operating 

$120 million less expensively than we are today. 

so consolidation does provide value if you go 

harvest those kinds of things. For example, we 

operate nine different emergency departments. 

At any one time we have as many as three dif-

ferent trials going on about what to do to run 

them better. We test what would happen if we 

onboarded patients in different ways. As part 

of what we learned, we’ve taken 76 minutes out 

of the length of stay of emergency department 

patients. on a single facility or even on a couple 

of facilities, it’s very hard to see and do those 

kinds of things. 

healthleaDers MeDIa  Hospitals and 

health systems have been through an era of 

merger and consolidation that, in the end, did 

not necessarily provide better care for better 

value. Is the atmosphere sufficiently different  

to get it right this time? 

lakeMan  I think we learned some lessons 

as we went through it the first time that we 

wouldn’t repeat again. We’re smarter for the 

experience. We’re better prepared to go for-

ward. Reform is not necessarily going to come 

from Washington. In our communities, it’s 

got to come from us because we’re the major 

player. We’ve got to make it happen. We’ve got 

to educate the individuals in those communities 

about wellness and taking care of patients. Even 

though we are in a suburban rural community, 

that doesn’t mean we can’t take some of the 

lessons from some of the larger metropolitan 

systems and transplant that into our thinking 

going forward. And I think the reverse is so, that 

some of the lessons that we’ve learned and we 

picked up can be used in those other environ-

ments as well.

Brock  The responsibility for all of us is how 

do we continue to grow to meet the community 

needs that we are trying to serve. As we contin-

ue to get more people insured, and even though 

our rates may go down, we’re going to then have 

challenges around what we are doing as a not-

for-profit to demonstrate our tax exempt status. 

gary Brock 
Chief Operating Officer 
Baylor Health Care  
System
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How do we take dollars and reinvest them into 

more community health activities? We’ve just 

made a $15 million investment into a diabetes 

health and wellness institute in south Dallas. It’s 

a very economically distressed community with 

not a lot of access to care and a lot of diabetes; 

those patients are being treated inappropriately 

in our EDs. so we can get them more engaged 

and help them to better manage their disease 

and also to teach their children to work on life-

style changes. As we continue to assess how 

we best grow to meet the community need, it’s 

going to be through brick and mortar, and it’s 

going to be through a lot of programs like that 

that all of us are going to have to invest in, in 

order to help 

manage the 

chronic health-

care needs that 

are there.

WIles  social 

organizations 

and bureau-

cracies by 

and large are 

incapable of changing until put under severe 

stress. The last time we went through BBA, 

and suddenly there was a reason for us to do 

things. Then HMos lost their ability to really 

channel patients, and BBA went away, and the 

government started paying higher rates. so 

there wasn’t a need to continue on that process. 

With the world economy, the u.s. economy, the 

size of the healthcare budgets for everyone, I 

don’t see any relief like we had in the late ’90s 

and early 2000s coming along. I think we’re in a 

long-term period of stress, and it will take very 

different strategies to be successful. We’re all 

going to be working in trying to achieve supe-

rior outcomes, and do it in a more affordable 

way than we have in the past. Integration, size, 

and scale matter. somebody’s going to disagree 

with me, but for my purposes, scale matters, 

and it gives you a better chance of succeeding in 

distressed times. 

DoWlIng  I do think it’s different because of 

the emphasis today on quality measurement, 

transparency, and accountability. I completely 

agree with Paul that we’re in an environment 

that will dictate our having to be a lot more 

entrepreneurial and innovative. We will have to 

do a lot more with a lot less, which would have 

been almost inconceivable half a decade ago. 

Government is going to be the primary payer 

for most institutions if you combine state and 

federal payers. Reimbursement is never going 

to match your traditional and growing cost 

unless you create and implement some dramatic 

innovations. People who won’t innovate and 

who don’t become more cost conscious and 

reduce variations will not survive long-term in 

this environment. But I do think you have to 

be optimistic. There’s a good opportunity to do 

great things. We are going to overcome some 

of the hurdles that will be thrown at us, and 

we are going to reform healthcare. If I don’t 

believe that, I definitely can’t send the message 

to 40,000 employees, who are the ones mak-

ing it happen anyway, not me. And I do think at 

the end of the day, 10 years from now, we’ll be 

delivering better healthcare. We’ll have better 

outcomes. We’ll be leaner. But you will not be 

able to do any of that without scale and size. 

The responsibility is squarely on the shoulders of 

people leading large organizations. 

Paul Wiles 
President and CEO 
Novant Health
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