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After 33 years as president and Ceo of The Chester County 

Hospital and Health system, H.L. Perry Pepper has seen 

his share of challenges that appeared to be insurmount-

able. The idea that healthcare must become much more efficient 

and deliver higher-value care is not new to him. so it’s not surprising 

that the fundamental tools that worked three decades ago are just 

as relevant now.

“The funny part about it is that process improvement has been 

in healthcare forever and we got away from it,” says Pepper. “I’m 

one of those really old salty dogs that my first job, back in the ’70s, 

was that I had an industrial engineering department underneath me, 

and we went from department to department with a clipboard and 

looked at the process. we didn’t have computers, but we were smart 

enough to know that they were basically industrial engineers.”

Independent hospitals like Chester County—which is a 

220-staffed-bed nonprofit with community governance—might 

think that the looming challenges in healthcare require risky merg-

ers or massive investments in technology to compete with a consoli-

dating market. Pepper and his team believe that Chester County can 

compete with a combination of creative clinical collaborations and 

a focus on fundamental process improvement. automation has a 

place in providing a broader set of data to accelerate improvement, 

but Pepper says hospitals must be mindful of the pitfalls of automa-

tion with examination of the underlying process.

“when computers came in, things got faster and hospitals no 

longer looked at process anymore. everything was about informa-

tion systems, data processing, and we sort of fuzzed it up. we just 

forgot about the fact that people were actually doing things they 

didn’t have to do.”

Pepper says the reimbursement scenario will indeed change in 

the near future, forcing hospitals to reach down to new cost levels 

regardless of whether they are an academic medical center or a 
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small independent hospital. Pepper feels his hospitals and others like 

it may actually have an advantage in competing as reimbursement 

goes down.

“My average charge for a bypass and valve is $100,000; about 

30% of what an academic institution would charge. so for the same 

procedure, same patient, same severity of illness, and comparable 

outcomes, what are the things that make it so much more expensive 

to have it done in a tertiary institution? How much of that is inef-

ficiency or waste or cost-shifting. How much of it is just a matter of 

that’s the way we did it? 

“I do think there’s a tremendous amount of slack in the system. 

I know in our area, our cost and charges are about 50%–60% of 

everybody around me, and I attribute it to the fact that being an 

independent hospital, we’ve never gotten better reimbursement 

because we never had negotiating power, so we had to live on roots 

and berries and had to be more efficient.”

Rather than feel anxious about his hospital’s size related to the 

future reimbursement environment, Pepper welcomes it.

“I can’t wait for that time to occur. step into the ring, that’s 

where we’ve been all our lives. I can’t wait until size and negotiat-

ing power becomes less relevant and the outcome and the cost are 

more relevant.”

Power in partners
There is a fundamental difference between being small and nimble 

and being isolated. The team at Chester County will continue to 

seek collaborations and partnerships that allow the hospital to offer 

the advantages of academic specialty care in key service lines. Its 

clinical affiliations include the Cleveland Clinic for cardiac care, the 

university of Pennsylvania Cancer network, and Children’s Hospital 

of Philadelphia for specialty pediatrics.

“Having three clinical affiliations with completely different insti-

tutions is probably a model that most people don’t have,” Pepper 

says. “some people might think we’re competitors of one sort or 

another, but we have found that the best-of-breed approach to be 

advantageous.” 

one of the advantages of size in the coming healthcare economy 

“We’re using a business process 
management engine to control and 

direct processes ... As our process 
improvement teams define the optimal 

process, we are then building that  
process electronically and having the 

system actually oversee the execution of 
the various steps that we have identified  

as our best practice methodology.”
Ray Hess, CIO,  

The Chester County Hospital 
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is in group pur-

chasing, but in that 

arena Pepper says 

through his hospi-

tal’s affiliation with 

VHa,  it has the 

same price advan-

tages as larger 

hospital members. 

The group col-

laboration also 

feeds back the data 

Chester County 

needs to continue 

to force prices 

down, says senior 

vice president of 

the hospital system 

and hospital chief 

operating officer 

Michael Barber.

“we actually 

committed and partnered with VHa this year on conducting a non-

salary expense reduction,” Barber says. “we spent a lot of time in 

cardiology, pharmacy, all the different areas, and our goal was to 

reduce our non-salary expenses by $1.3 million. It was a guarantee 

through VHa—obviously there’s an expense to do that—but the 

Case Study | The Chester County Hospital

return on that investment was obviously a win for us because not 

only did we find the $1.3 million in that first year, but it’s a long-

term effect. They were able to give us best pricing nationally that 

we could go back to our vendors here and say, ‘well, we know you 

can give us better pricing because it’s out there at other hospitals.’ 

12

H.L. Perry Pepper,
CEO, The Chester County  
Hospital 
having trouble listening?  
Click here.

Source: The Chester County Hospital. Roll over the chart to reveal more information
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mation overtaking process improvement, the first step is to put  

process first in information design. Ray Hess, CIo, says Chester 

County is doing just that.

“we’re using a business process management engine to control 

and direct processes,” Hess says. “as our process improvement 

teams define the optimal process, we are then building that process 

obviously, they can’t tell us which hospitals, but 

they had that database that we were able to go 

back and even in cardiology alone we were able 

to save $700,000 with the vendor by just doing 

that.”

The power of group input goes beyond sup-

ply costs. For Chief nursing officer angela R. 

Coladonato, affiliations with national groups such 

as VHa or IHI create the support network that a 

larger health system might have internally. 

“I came from a system of hospitals, and I 

liked that very much because I was able to go to 

another hospital in the system or my colleagues 

there and ask their opinion and see what they 

were doing,” Coladonato says. “I’ve been at 

Chester County for four years. one of my con-

cerns about making the move was what am I 

going to do now, because I’m the chief nursing 

officer there, but I don’t really have a peer at 

another hospital in the system to go to, to col-

laborate with. That had not been an issue at all 

because of how strategically The Chester County 

Hospital positioned themselves with the partnerships and collabo-

rations. I have a larger network of peers. I just put an issue out on 

the VHa listserv and get a ton of responses back.”

The data key
If hospitals are to flip the paradigm that Pepper describes of auto-
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Ray Hess, 
CIO, The Chester County  
Hospital 
having trouble listening?  
Click here.

VAPS iN iCu (JANuARy 2006 THRougH July 2010) 

Source: The Chester County Hospital.

The ventilator utilization rate has decreased by 44% since 2005 and the ventilator days have 
reduced by 49% in the same time period. TCCH ICu has gone 3 Years without a VaP!

Click the chart to reveal the VAP initiatives.
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I’m reporting different numbers to the state, the CDC, and to The 

joint Commission due to their unique system requirements,” Hess 

says. “I have multiple disparate redundancies that are being regu-

latorily forced on me that are forcing me to buy systems.” The state 

mandated that Chester County buy one of three systems to meet 

infection control reporting standards, even though the system it had 

in place worked well. “we ended up putting out extra money and a 

lot of extra effort to be in compliance with a state regulation that 

really was redundant from a system standpoint.”

electronically and having the system actually oversee the execu-

tion of the various steps that we have identified as our best practice 

methodology. That’s rather unique within the healthcare vertical. You 

see it quite a bit in other industries, but not that much in healthcare.”

Hess and his teams are able to use the business process engine 

to target areas that could lead to potential complications for the 

patient, and in turn cost the hospital loss of reimbursement. For 

example, in the nursing documentation, the system—which Chester 

County has helped develop in partnership with Malvern, Pa-based 

siemens—notes whether there is a Foley catheter in place after 48 

hours. If so, the system prompts the physician every day to assess 

whether the catheter is still medically necessary, Hess says. as time 

passes, the prompts become more urgent, requiring the physician to 

choose to keep the catheter or remove it. 

If all processes were as linear as a Foley catheter, the link 

between data and process in healthcare would be easier, but the 

barriers are structural and external. In structure, one of the barri-

ers is that the process must be “electronically discoverable,” Hess 

says. For example, if even one physician in a specialty has a different 

interpretation of a required medication level and enters it incor-

rectly, the data become unreliable because of human intervention. 

whereas other industries may be able to map processes and data 

input based on their own needs, in healthcare much of the data 

requirement comes from external regulators who are not necessar-

ily tracking cost or efficiency, Hess says.

“a very simple example is infection control. everybody wants to 

drop infection rates, especially hospital-acquired infection rates, but 

“... I have multiple disparate redundancies 
that are being regulatorily forced on me that 

are forcing me to buy systems. [The state 
mandated one of three systems to meet 

infection control reporting standards, even 
though the system Chester County had in 
place worked well.] We ended up putting  
out extra money and a lot of extra effort 

to be in compliance with a state regulation 
that really was redundant.”

Ray Hess, CIO,  
The Chester County Hospital 
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