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t may finally be time for the healthcare business
model to implode. The days of hospitals getting bigger in order to grab more revenue from
fee-for-service volume reimbursement may have been
healthy for some bottom lines, but that model has
failed to deliver cost-effective care.
share
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If the healthcare economy shifts necessarily and
belatedly to one that rewards high clinical quality,
reduced waste, and streamlined care, then only those
hospital and health systems that have been building
value capability will thrive—or even survive.
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While the tendency may be to seek new tools and innovations,
the solutions that may yield the most results have already-familiar
names. To be a healthcare organization that provides a dollar’s
worth of care for something approaching a dollar requires a comNinfa Saunders,
president and COO,
Virtua
Having trouble listening?
Click here.

mitment of resources to the skill of process improvement and a cultural intolerance for waste.
To thrive in a market that would seem to force consolidation and
mega mergers will require health systems of all sizes to reevaluate
how they seek collaboration with peer institutions, physicians, the
community, and even vendors and associations, as they seek a more
expansive pool of best practices. And from expanded collaboration

“
“There are certain best practices we
know that we can institute where we’ll
get better outcomes and therefore we
have fewer complications, and we can
save a lot of bucks by doing this.”
Dennis Brown,
senior surgical quality control director,
Crouse Hospital

could come a healthcare process database finally large enough to
yield more reliable evidence across the spectrum of care, and not
just a handful of data points.
That’s the vision anyway. To get to the value endpoint is not
going to be easy or quick. The fee-for-service payment system is still
in use and often punishes hospitals for eliminating tests or admissions. The good news is that more often than not, by improving overall quality and focusing on the patient, the value will come naturally,
says Heartland Health president and CEO Mark Laney, MD.
“I believe that when you do invest in quality, that you ultimately
do create value,” Laney says. “Now the challenge is that that value
may not be seen in a short term. It may be a longer-term value. It
may be spread over several departments or entities within your
organization. It’s not only the right thing to do from a quality and
safety standpoint, it is also the right thing to do financially in the
long term.”

share

Process improvement upgrade
Hospitals and health systems have some unfair disadvantages when
it comes to the quality of process improvement. Understanding the
interlaced, overlapping, and all-too human processes that come
when people and their health are in the equation, healthcare has not
been able to advance the gains that more linear industries may see
with standard organizational development tools such as Six Sigma.
Added to that has been a tendency toward quick hit, off-the-shelf
solutions to root out clogs in a handful of areas at the expense of
more ground-level redesign to teach and invest in the skills and
equipment for process improvement.
Given those disadvantages, healthcare organizations must
aggressively use process improvement tools—in whatever form.
Where there is design or variation, says Ninfa Saunders, president
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and COO at Marlton, NJ-based Virtua,
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CMS completed a benchmark revision in 2006, introducing changes in methods, definitions, and source data that are applied to the entire
time series (back to 1960).
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For more information on this revision, see http://www.cms.hhs.gov/NationalHealthExpendData/downloads/benchmark.pdf.
Source: American Hospital Association.

ment to department with a clipboard
and looked at the process,” he says. “We
didn’t have computers, but we were smart enough to know that
they were basically industrial engineers.”

New view of collaboration
Hospitals and health systems are not a true industry, but a loosely
affiliated collection of local businesses with common goals. In the
past, collaboration meant sharing basic knowledge with a focus

share

that could raise the value equation for all players.
For those who choose to stay as independent hospitals, clinical
affiliations, regional data sharing, national associations, and other
vendor-sponsored partnership opportunities could be enough to
sustain them.
“Some of the independents are going to die,” says Heartland

on practical solutions to improve patient safety and quality. In an

Health COO Curt Kretzinger. “They are already on the margin or

industry that is consolidating more rapidly, the collaboration is more

below. Organizations are going to have to coalesce not for strength

strategic and involves sharing hard-earned best practices and data

and leveraging of mergers for commercial insurance power, and not
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even for centralization, but for the ability to take best practices and

charts to try to determine what went wrong and how to improve

deploy them over a large geographic area.”

the outcomes.

Data in bulk
Healthcare has maintained data in packed silos for years, constantly
adding in bulk but doing little to leverage the power of those data
for broader industry improvement. Now with the opportunity of
the HITECH Act to make the use of healthcare IT truly meaningful, healthcare systems have the potential to build connections that
share meaningful information to provide value analysis across a
broader set of metrics and outcomes. If the best practice to manage readmissions in congestive heart failure is largely based on data
from a handful of hospitals, imagine the gains if those processes are
tested at 2,500 hospitals.
Crouse Hospital in Syracuse, NY, belongs to the American
College of Surgeons National Surgical Quality Improvement
Program, sharing benchmarking data with hundreds of other member organizations. “We look at our general surgery, vascular surgery,
and colorectal cases. We look at about 94 data points, which include
pre-op data points on each surgical patient, intraoperative data
points, and postoperative data points, such as whether they have a
myocardial infarction postop,” says Dennis Brown, Crouse’s senior
surgical quality control director.
Collaboration and data sharing on such a large scale is a powerful tool to identify best practices, reduce complications, improve surgical outcomes, and decrease costs. And it allows the organization
to better examine its processes to make improvements. Whenever
results are lower than they should be, Brown can examine patients’

share

“There are certain best practices we know that we can institute where we’ll get better outcomes and therefore we have fewer
complications, and we can save a lot of bucks by doing this,” Brown
says. For example, post-op heparin can prevent deep vein thrombosis (DVT) and save an average of $10,000 per patient. And when
Crouse wanted to reduce pulmonary embolism (PE) rates, surgeons
changed orthopedic surgery protocol, replacing the anticoagulant Coumadin with faster-acting low-molecular-weight heparin.
Educational programs for clinicians and anesthesiologists led some
of them—although not all—to change their practice. As a result,
DVT/PE rates plummeted, Brown says.
“One of my favorite quotes is ‘Two points do not make a trend,’ ”
says Derrick Suehs, chief quality officer at Crouse. “And to this day,
a lot of decisions are made on two points. And we don’t understand
the variability within our own processes because we don’t know how
to map that out. And once we recognize what is caused by the waste,
then we can define what our future state looks like. But that type of
problem solving and data analysis is lacking within the industry.”
That kind of analysis and action is one more key to success: It is
not enough to collect and share information—you must also scrutinize it and use the data to make changes that will improve quality,
maximize efficiency, and reduce waste. And then you have to quantify the success of your efforts. “Any program that doesn’t measure
your outcomes is faulty,” Brown says. “If you’ve got a problem, face
it. Drill down on it. And fix it.”
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Joining Forces
Collaborating to Accelerate Performance
Scott
Downing
Executive Vice President of Supply
Chain Management,
VHA Inc.

With significant healthcare reform on the way—including Medicare’s value-based purchasing program,
due in October 2012—hospitals need to take a more collaborative, strategic approach to decision-making.
As the entire industry prepares for the change from a fee-for-service platform to a value-based model,
careful thought must be given as to how to balance the need to cut costs with the ongoing mission to
improve the quality of patient care. In short, we must do more with less.
Challenges faced by healthcare providers are broader and deeper
than ever before—and changing rapidly. You need a comprehensive

nel issues, physician issues, technology adoption, clinical improvement,

approach that addresses all aspects of your operations.

patient safety, rapidly changing payment and reimbursement schemes,

How? With solutions that advance your clinical and economic

share

be addressed: supply and services costs, operating processes, person-

and more.

performance, the creation of groundbreaking methods to facilitate

That’s what my company, VHA, does. We are asked to deliver

leading practices, and innovative tools to analyze and reduce supply

positive returns annually and substantial savings every day. But here’s

spending. It’s a big undertaking because all areas of operations must

the thing: The financial benefit of this process is only the beginning.
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Successful hospitals put the needs of their patients first, even

cians. The teams then built customized solutions to address the goals

as they implement major cost savings and quality improvement initia-

and work requirements within the unique cultures of their individual

tives. That’s a big goal to set, but four hospitals—Crouse Hospital,

hospitals.

The Chester County Hospital, Virtua, and Heartland Health—have
done just that.
How did they do it? The hospitals each used collaboration to focus
on common problems and work toward solutions that resulted not only
in substantial savings, but also sweeping transformational, clinical,
operational, and cultural changes throughout all their organizations.
And best of all, it’s their patients who ended up benefitting most.

The end result? Working together, the hospitals tackled the
issues head-on and saved more than $2.5 million and 29 lives in just
one year.
Together, hospitals generate momentum and powerful ideas.
For the past six years, 34 hospitals over seven Rocky Mountain states
have collaborated to create breakthroughs in pharmacy standardization and integration. They all brought expertise, purchasing data,

It all starts with collaboration. The financial stress and the clinical

analytical tools, and clinical support to the table, enabling them to work

demands that hospitals face today are driving them to work beyond

together to dramatically cut their pharmacy costs and improve the

their walls. That’s a good thing. Looking at how other healthcare

quality of patient care.

institutions solve similar problems gives you insight that you otherwise
would not have. And that works both ways. Collaboration puts hotbutton issues on the fast track and generates innovative, positive
results that continue to pay off well into the future.
Working as a team can save money—and lives. Bloodstream infections, sepsis, and ventilator-associated pneumonia are three problems
that are plaguing hospitals everywhere, and recently, several hospitals
in New Jersey and Pennsylvania united to find solutions to these issues
by joining a VHA Rapid Adoption Network™, also known as RAN.
Keeping in mind that every hospital’s environment and culture

share
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This initiative began with the consolidation of member pharmacy
purchases through a common pharmacy distributor. With that one bold
decision, all of the hospitals were able to achieve tremendous savings—
exceeding $5.6 million annually.
Through collaboration, these members were able to get a clear picture of what each member spent individually and how much the group
could leverage in aggregate. By using both distributor and VHA spend
data, they were able to identify and compare specific purchase and
utilization patterns to identify cost savings opportunities for the whole
network. This data was then used to project savings, specific to each

is different, team members in the RAN helped each other recognize

hospital, using various contract and utilization scenarios over the next

where they could improve and how to motivate their staff and clini-

year and into the future.
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The strength of thousands can save your hospital millions. In
the next few years, the entire healthcare industry will be looking for
innovative ways for community hospitals to improve their financial
performance and clinical excellence. Strategies like the leading-edge
services, networks, tools, and collaborative processes you’ll read about
here can be components of your hospital’s strategy to lower costs and
raise quality. In fact, at VHA, thanks to collaboration, effective use
of data, and aggressive application of process improvement, our
members saw savings and value climb to $4.1 billion in just the last
three years.
Collaboration works. Sharing knowledge and resources works. Put
it to work for you and your hospital—and achieve much more than you
could on your own.

Scott Downing
Executive Vice President of Supply Chain Management
VHA Inc.
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About VHA

About HealthLeaders Media

VHA based in Irving, Texas, is a national network of not-for-profit health care organizations that work
together to drive maximum savings in the supply chain arena, set new levels of clinical performance and
identify and implement best practices to improve operational efficiency and clinical outcomes.

HealthLeaders Media is a leading multi-platform media company dedicated
to meeting the business information needs of healthcare executives and
professionals.

Formed in 1977, through its 16 regional offices, VHA serves more than 1,400 hospitals and more than
30,000+ non-acute care providers nationwide.
www.vha.com/JoinUs/Pages/Default.aspx

To keep up with the latest on trends in physician alignment and other critical
issues facing healthcare senior leaders, go to: www.healthleadersmedia.com
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