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Cost Containment  
Under Healthcare Rules

In a regulated industry in which incentives don’t always align, leaders are committed to cost 
cutting despite complex and contradictory economic rules.  By PhiliP BetBeze

G
enerally, as services and 
retail products get broader 
distribution, as competi-
tion kicks in and as those 
services get democratized, 
they get cheaper. Health-

care doesn’t follow those economic rules. 
It gets more expensive every year—and 
usually outpaces the rate of inflation, 
salaries, and everything else. That clearly 
can’t continue ad infinitum. 

The challenge of cutting costs under 
one reimbursement system while pre-
paring for the advent of another adds 
a degree of complexity as well. That’s 
reflected in the 2011 HealthLeaders Media 
Cost Containment survey, where elimi-
nating excess cost and waste is seen as a 
top priority, but where progress is seen 
as difficult to achieve. In what areas is 
it most challenging? The emergency 
department and surgery top the list, 
where 65% and 48%, respectively, say it 
is very or moderately difficult.

Why doesn’t healthcare respond 
to the economic rules that drive other 
industries? For one, the relationship 
between the patient (the end user) and 
the healthcare entity (the producer) is 
muddled by the presence of regulatory 
and payer bodies.  A Byzantine reim-
bursement system prevents—or at least 

About this Survey. The 2011 Cost Containment Survey was conducted by the 
HealthLeaders Media Intelligence Unit, powered by the HealthLeaders Media Council.  It is part 
of a monthly series of Thought Leadership studies. In August 2011, an online survey was sent 
to the HealthLeaders Media Council and select members of the HealthLeaders Media audience. 
Respondents work in hospital, health system, or physician organization settings. A total of 250 
completed surveys are included in the analysis. The margin of error for a sample size of 250 is 
+/- 6.2% at the 95% confidence interval. A detailed report and analysis can be found online after 
November 17 at www.healthleadersmedia.com/intelligence/.
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here are selected comments from the 
HealthLeaders Media Intelligence Report, 
Cost Containment: Overcoming Challenges.

“Operating room information manage-
ment technology is one of few areas 
in the hospital that stands to benefit 
substantially from a financial standpoint 
with a solid return on investment in IT. 
Unlike other areas of the hospital, the 
operating room is most akin to a factory 
production line, and has the most to 
gain from IT implementation.”
—Chief of staff for a small hospital 

“Physician program leaders have not 
been held accountable for cost/efficiency 
outcomes, but have significant impact 
on costs. They are still operating under 
the assumption that good quality costs 
more.”  
—Vp, director of operations for a mid-
size hospital

“Most of our leaders believe we have a 
cost problem, but they believe it is either 
someone else’s responsibility to solve this 
problem, or there is no solution. We need 
to move to collective accountability.”
—CFo for a midsize hospital

“We, like many other healthcare  
organizations, have not developed a way 
to break down services into actual costs. 
Examples include breakdowns for specific 
components of nursing care, food service, 
room cleaning, etc.”
—Vp of nursing for a health system

“We can’t get beyond the idea stage. We 
run around like Chicken Little—the sky 
is falling—must reduce costs now. Then, 
we get absorbed into the next crisis and 
forget all about cost reduction. We need 
to appoint a leader, create a plan with 
measureable goals, get buy-in, implement, 
and then monitor and reassess. We’re just 
too busy some days to reduce costs.”
—CFo for a physician organization

What Healthcare 
Leaders Are Saying

discourages—the type of competition 
and quality improvement techniques 
that define so many other industries. 
But that landscape is rapidly changing. 
It doesn’t mean that healthcare will get 
less complex—indeed, probably the oppo-
site—-but various 
changes in the 
way healthcare is 
evaluated and paid 
for are causing 
healthcare senior 
leaders to focus 
as never before on 
cost control. In a 
future that seems 
dominated by declining reimbursements 
and clouded by uncertainty, costs are 
one area that healthcare leaders feel is 
a clear goal that can be attacked with 
zeal. However, in many cases it seems as 
though healthcare is still going through 
the experimental stage in this endeavor, 
and that is reflected in the new Health-
Leaders Media Intelligence Report: Cost 
Containment: Overcoming Challenges .

While senior leaders reported that 
programs that eliminate waste and 
reduce cost had a positive or at least 
neutral effect on clinical outcomes  
and patient satisfaction—by an astound-
ing 96% and 90%, respectively—more 

than 30% cited 
“reducing cost 
while also main-
taining service and 
outcomes” as their 
biggest obstacle 
to successful cost 
reduction. 

What gives?
Part  of  the 

problem lies in the fact that hospitals 
must continue to operate—and oper-
ate profitably—in the fee-for service 
world, which does essentially nothing 
to incent healthcare providers to cut 
costs other than through the blunt 
tool of cutting reimbursements across 
the board. For at least a few more 
years, fee-for-service will continue to 
be the dominant payment model. At 

 HealthLeaders n November 2011   21Sponsored Material n www.healthleadersmedia.com

“The schizophrenic  
reimbursement  

environment makes 
this extremely difficult.”

What is your organization’s single biggest obstacle  
to successful cost reduction?

Reducing cost while also  
maintaining service and outcomes

Lack of accountability,  
follow-through

Physician resistance

Lack of sustainable process for 
attacking cost

Leadership’s lack of  understand-
ing the urgency for accelerated 

change
Insufficient IT and/or professional 

infrastructure

Staff resistance

Lack of monitoring, measurement

Other

30%

16%

16%

10%

8%

7%

6%

5%

2%

Please describe hoW other areas of Performance have been 
affected by your organization’s Programs that eliminate 
Waste and reduce cost.
 improves  declines  stays the same

Clinical outcomes 44% 4% 52%

Patient satisfaction 39% 10% 51%

Employee satisfaction 33% 37% 30% 
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the same time, leaders must tool up for 
a reimbursement environment that 
includes incentives for lower costs. 

“The schizophrenic reimbursement 
environment makes this extremely dif-
ficult,” says Charles Hart, MD, president 
and CEO of Regional Health Inc., a sys-
tem of nine hospitals and an assortment 
of clinics, nursing homes, and assisted 
living facilities headquartered in Rapid 
City, SD. In adjusting to a different reim-
bursement environment, “I feel like I 
know where we need to go, but getting 
there is so difficult,” Hart says. “It takes 
your labor productivity standards and 
blows them up because you have to put 
extra resources in to address both reim-
bursement systems.”

He’s not alone. Throughput and 
efficiency are the top choice of senior 
leaders (at 32%) when asked which 
performance data measurement area 
represents their biggest need. Much 
of the waste exists there—not to men-
tion problems with coordinating care, 
which will be a big factor under future 
reimbursement schemes. With an eye 
toward those future schemes, clinical 
outcomes (26%) and actual labor pro-
ductivity (18%) are top priorities for 
data on which managers can act. 

Maybe healthcare gets a bad rap in 
cost containment. Although it’s rela-
tively new to the sector, most organi-
zations are paying attention to it—to 
what level is debatable. Yet they do 
report significant results, although 
those results are incremental. Some 
70% of respondents said their average 
annual savings over the past three 
years in cost reduction programs have 
ranged between 1% and 5%, while  
29% of respondents reported even  
bigger gains. 

intelligence rePort: coSt contAinMent under heAlthcAre ruleS

“I feel like I know  
where we need to go, 

but getting there is  
so difficult.”

When your organization imPlements cost containment,  
hoW do you share the savings among stakeholders?

Savings are not shared

Direct benefit is realized  
at the facility level

Implement a bonus  
structure for participants

Use a % of the savings for  
discretionary reinvestment in that 

dept or organization

Other

48%

30%

10%

9%

4%

Please describe the staff resources your organization has 
dedicated to cost reduction and efficiency.

0 FTEs

1–2 FTEs

2–5 FTEs

5+ FTEs

22%

29%

22%

27%

even With your cost reduction initiatives so far, hoW much 
additional cost remains to Pull out of your oPerating budget?

 0% 1%–3% 4%–5% 6%–10% 11%–20% More than 20%

20%

29%

26%

14%

2%

9%



The programs run the gamut. Yes, 
some do involve easy (and perhaps 
shortsighted) efforts that involve cut-
ting staffing and other labor costs, but 
others are innovative, and take advan-
tage of the largely untapped scale of 
many hospitals and systems and their 
formal relationships to each other. For 

example, with its GPO, Regional Health 
recently developed the Northern Plains 
Premier Collaborative, a purchasing 
partnership with a geographically close 

partner that pools purchasing power 
over 40–50 hospitals, Hart says. 

“We began to put value analysis 
teams together to work on group pur-
chase items, and it has been very suc-
cessful over the past three years,” he says.

From the simple to the complex, 
the collaborative standardized gloves 

throughout all the hospitals, which saved 
Regional Health about $250,000 over the 
time period. “Where we see the biggest 
change is in capital purchases where we 

will spend about $110 million among the 
organizations next year,” he says. “You 
save 2%, 3%, 4%, which is a significant 
amount of money. Another example is we 
bought CT and MRI scanners together 
and we saved $30,000 per machine.”

Yet those kinds of wins might be a 
little more difficult for smaller players. 
Perhaps that’s why nearly half (49%) of 
survey respondents told us they still 
have 6% or more to trim from their 
operating budgets. Another 49% saw 
their targets as less than 6%, while 2% 
feel like they’ve already achieved the 
savings they will need. 

Because of expected reimburse-
ment declines, it’s critical that not all 
of the savings from cost containment 
programs be plowed back into other 
spending. That said, perhaps better 
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“We began to put value analysis teams together to 
work on group purchase items, and it has been very 
successful over the past three years.”

What is your average annual savings from cost reduction Programs over  
the Past three years?

0%

1%–3%

4%–5%

6%–10%

11%–20%

More than 20%

1%

41%

29%

21%

5%

3%

have you ever had a cost 
reduction initiative fail to 
achieve Planned results? 

n Yes
n No

           

    
   

   
   

   
   

   
   3

2%

     
    

           
    

 6
8%

  

                      

         

What Was the main cause of the failure?

Cost gains were overestimated

Poorly planned/implemented

Lack of leadership support/
infighting

Not enough resources dedicated

Fatigue/took too long

Other

23%

23%

22%

18%

8%

6%
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buy-in might be obtained if organi-
zations involved in cost-cutting pro-
grams were inclined to share some of 
the gains. Some 48% of respondents do 
not share savings at all among stake-
holders, while 30% say the direct ben-
efit accrues at the facility level. Only 
19% either use some of the savings for 
implementing a bonus structure for 
participants or that use a percentage of 
the savings for discretionary reinvest-
ment in that department. 

That is an area for the industry to 
explore, and one that might put it more 
in line with traditional economic rules. 
Because while healthcare leaders say pro-
grams that eliminate waste and reduce 
cost are not harming clinical outcomes 
and patient satisfaction, employee sat-
isfaction does take a hit, with 37% of 
respondents saying the metric declines 
under the influence of such programs. 

Perhaps a little sugar, in the form 
of sharing the savings, would help the 
medicine go down a little easier. 

Philip Betbeze is senior leadership editor for  
HealthLeaders Media. He may be contacted at 
 pbetbeze@healthleadersmedia.com.
reprint hlr1111-3
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About the HealthLeaders 
Media Intelligence Unit 
the HealthLeaders Media Intelligence 
unit, a division of HealthLeaders Media, 
is the premier source for executive 
healthcare business research. It pro-
vides analysis and forecasts through 
digital platforms, printed publications, 
custom reports, whitepapers, confer-
ences, roundtables, peer networking 
opportunities, and presentations for 
senior management. the HealthLeaders 
Media Intelligence unit is powered by the 
HealthLeaders Media Council. to learn 
more about joining the Council, please visit 
www.healthleadersmediacouncil.com/.

Which area of hosPital oPerations could yield the greatest 
return in efficiency imProvement or cost reduction?

Revenue cycle

Clinical operations, skilled and 
technical staff

Purchasing/supply chain

Administrative/fiscal  
overhead areas

Department directors/managers 
and mid-level leadership

Physical plant and  
environmental savings

Support services, skilled and 
technical staff

Other

30%

26%

16%

11%

8%

3%

2%

4%

Which Performance data measurement is your  
most critical need?

Throughput and efficiency

Clinical outcomes

Actual labor productivity

Individual clinician performance

Ambulatory service line costs

Other

32%

26%

18%

14%

7%

3%

Which of the folloWing efficiency techniques or systems does 
your organization currently use?

Business Process  
Management, Continuous 

Improvement Process

Balanced scorecard

Lean

Six Sigma/TQM

57%

50%

50%

32%

Which statement best describes hoW your organization  
currently uses information technology to guide cost  
efficiency Programs?

We have robust clinical and 
financial data integrated with 
solid business intelligence and 

analytical tools to guide us

We have some reliable clinical 
and financial data that we use to 

achieve results

We lack clinical and  
financial data for improvement 

at this time

16%

67%

17%

Multi-response
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With reliable predictions that reimbursements will decline steadily in coming years, hospitals and 
health systems are working to eliminate waste and excess cost in order to position themselves 
to be competitive long term. In August 2011, HealthLeaders Media conducted a detailed survey 
among senior leaders at these institutions in an attempt to better understand their motivations, 
their pressure points, and, most important, their strategies for gaining control of their organiza-
tion’s cost structure. In September, we held a roundtable with several key executives to discuss  
the findings in an effort to identify strategies that yield the best results in this time of rapid change. 

PAneLISt PRofILeS

the Cost Containment Struggle

chArleS e. hArt, Md
president and Ceo

Regional Health, Inc.
Rapid City, Sd

 

Jeffrey liMBocker 
Chief Financial officer

our Lady of the Lake Regional 
Medical Center

Baton Rouge, LA
 

PAul kronenBerg, Md
Ceo

Crouse Hospital
Syracuse, NY 

 

BArry WAiter 
Vice president
optumInsight
pittsburgh, pA

 

PhiliP BetBeze 
(ModerAtor)

Senior Leadership editor
HealthLeaders Media 

Nashville, tN
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heAlthleAderS: Why is revenue cycle 
still such a high priority even though hospitals 
have been concentrating on it for years?

liMBocker: Revenue cycle is a large 
one for us, but we’re not only trying to 
plug remaining holes in the revenue 
cycle, we’re also trying to automate 
it. There are a lot of costs on both the 
hospital and the payer side in process-
ing claims. We’re also always looking 
at labor productivity, and supply chain 
is, from a benchmarking perspective, 
what might be our largest opportunity 
at this point.

kronenBerg: Our first effort was 
around the supply chain, and we got 
input from the hospital staff in addi-
tion to people in materials management 
and purchasing. We formed several 
committees, collectively called the sup-
ply expense reduction task force, that 

developed several value analysis teams. 
They’ve even looked at what doctors 
order in lab testing. So there were a lot of 
opportunities, for example, in smooth-
ing out how certain tests were ordered 
so that they would not be duplicated. 
Certain tests don’t make any sense to 
do more than once during a hospital-
ization, yet if people didn’t find the 
result, they would 
order the test again. 
Now they order 
one, and that one 
method saved close 
to $100,000 a year. 
What we haven’t 
done on the rev-
enue cycle, which we’re paying attention 
to now, are things like point-of-service 
collections. Energy is also an opportu-
nity. There are grants for energy effi-
ciency. We have significant steam costs. 
These are things that we’re looking at as 

well. Just replacing a lot of the electrical 
fixtures is going to save us a few hundred 
thousand over a multiyear period.

hArt: In the revenue cycle, we feel like 
we’re pretty well down the chain. What 
I see as one of the biggest challenges for 
us in the revenue cycle isn’t truly a cost 
saver, but it’s something that’s going to 

affect our reim-
bursement, and 
that’s patient 
satisfaction. The 
area of billing 
and how con-
fusing it is—that 
customer service 

side of it—is where we’re at now with 
our revenue cycle. That said, we have 
cut our accounts receivable days down 
from 87 to about 50 over the course of 
about two years. When it comes to sup-
ply chain, we’ve taken that to a whole 
other level. Premier, our GPO, helped 
us create a new corporation to aggre-
gate our purchases with a sister insti-
tution. Now we have 40–50 hospitals 
in our group purchasing collaborative 
within our GPO. Our greatest oppor-
tunities are in construction, capital 
purchases, and supplies. Construction 
represents about $110 million next year 
with an opportunity to save 2%–4%. 
Last year, combining group purchases 
of CT machines saved us $30,000 per 
machine. By combining 42 contracts 
between organizations, we saved $1.5 
million last year. This concept allowed 
a small rural system like us to obtain 
the purchasing power of a much larg-
er organization without sacrificing  
our independence.

kronenBerg: It’s clear that size mat-
ters when it comes to purchasing, and 

Roundtable Highlights

roundtABle: the coSt contAinMent Struggle

charles e. hart, md
president and Ceo
Regional Health, Inc.

“We formed several  
committees that we called 

the supply expense 
reduction task force.”
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sure that they have a follow-up appoint-
ment, making sure that they become 
more self-sufficient so that they learn 
how to care for themselves rather than 
running to the emergency room. We’ve 
had some preliminary success, but  
right now, until we get penalized for 
readmissions, all the good work is hurt-
ing us a little bit in the current fee-for-
service environment. 

hArt: The schizophrenic reimburse-
ment environment makes this extremely 
difficult. I feel the same way. I feel like 
I know where we need to go, and a lot 
of our people feel like we need to go 

now, but getting 
there is so dif-
ficult without 
payment reform. 
It’ll take your 
labor productiv-
ity standards and 

just blow them up because you need to 
add additional resources. I always tell 
my board I feel like I’ve got one foot 
on the dock and one foot on the boat. 
We’ve gotten into grant programs where 

we have coaches working with patients 
with chronic, complex diseases. That’s 
been a very successful program for all 
parties. But now that the grants have 
run out, how do we continue to sustain 
it because we’re not reimbursed for these 
services? In reality we are penalized for 
doing the right thing.

liMBocker: We’re in a catch-22 as 
healthcare leaders. The one thing we 
know is that our fee-for-service payment 
is going down, especially relative to infla-
tion. What we don’t know is how fee-for-
service would be replaced. The ACOs are 
quasi-capitation models to some degree. 
So we’re all focused on cost reduction. 
You’re so focused on cost reduction, 
yet you want to plan for the future, 
invest in care across the continuum and 
preventive health. We’ve recently used 
our employee health insurance popula-
tion to try health coaches and a medical 
home that we developed a couple years 
ago. The program is called Healthy Lives 
and our intention is to use it with the 
employee base, and then perhaps go 
from that point to commercial payers. 

through our GPO and VHA we can 
put together such collaborative efforts, 
but you have the benefit of being in a 
system already, linking with another 
system to double or triple or quadruple 
your purchasing power. 

liMBocker: We’ve joined with a larg-
er healthcare system for some vendor 
contracting; I call it almost a mini-GPO. 
They developed their own GPO and 
went out and sought other partners sim-
ilar to the situation Dr. Hart described. 
We started about nine months ago and 
the early returns are positive.

WAiter: Some of our clients who see 
what’s coming with healthcare reform 
want to get ahead of it and start man-
aging costs proactively. Some others 
are slow to adapt. A lot of our clients 
see the value in productivity manage-
ment—not only setting labor produc-
tivity standards. The real benefit is to 
have the discipline to monitor, mea-
sure, and manage labor productivity 
on a biweekly or weekly basis. Clinical 
operations are the most difficult areas 
to tackle, but are the most important in 
order to ensure that labor costs are not 
creeping out of control. 

kronenBerg: We’re all living in a fee-
for-service environment, moving (hope-
fully) to a different delivery system. So 
we have been dabbling with the future 
as we live in the present. We started a few 
programs initially with grant support 
and we contin-
ued them around 
transitions of care. 
We were one of 
the first hospitals, 
believe it or not, to 
have the transition 
coach program around congestive heart 
failure. We’ve had it for four years. We’ve 
had experience with a trained nurse 
making visits in the patient’s home, 
looking at their medications, making 

Paul kronenberg, md
Ceo
Crouse Hospital

“We’re in a  
catch-22 as 

healthcare leaders.”
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your patient, you’re going to be in good 
standing legally as well as meeting your 
patient’s expectations.

kronenBerg: I do agree that the ED 
is the most challenging area because 
of the mix of patients. One of the  
biggest problems is the overutiliza-
tion of emergency departments. People  

are using that ser-
vice as primary 
care because of 
the lack of pri-
mary care physi-
cians or access 
to them. Maybe 
we should think 

about whether or not that should be the 
primary care delivery service for certain 
subsegments of patients who don’t 
have chronic conditions. 

hArt: I’ve always been amazed with the 
amount of interest in stopping people 
from going to the emergency depart-
ment. But the emergency department 
is a fixed cost. It’s going to be there 

heAlthleAderS: The emergency 
department and surgery represent the biggest 
challenges in improving efficiency according 
to the survey. In what clinical areas are you 
having the most difficulty in finding efficiency 
and improvements?

hArt: A lot of it has to do with what 
happens outside the emergency depart-
ment. You get a 
patient ready to 
admit, and maybe 
there’s not a bed 
ready or radiol-
ogy is backed up. I 
believe the biggest 
opportunity in the 
emergency department is the unneces-
sary testing. The number of CT scans 
or lab tests that are unnecessary is huge. 
They are performed for legal reasons, 
patient expectations, or as a standard 
protocol. There’s a lot of opportunity 
there if we can change those expecta-
tions, risks, and institute evidence-based 
medicine. If you document a good rea-
son for not doing a test and explain it to 

regardless—quite a bit of it—so to focus 
so much energy on this part of the cost 
equation is the wrong approach. It’s 
such a small part of the larger equation.

kronenBerg: The commercial insur-
ers believe that will reduce their cost per 
encounter. But in terms of the whole 
system, does it really save money? And 
do people want less access to the emer-
gency room? That’s what we’re going 
to have to come to grips with. It’s not 
that emergency rooms are abusing any-
thing. It’s that sometimes patients do 
go there when they really don’t need to. 

hArt: I practiced family practice for 
five years, and I would say two-thirds of 
the patients I saw probably didn’t need 
to be seen in an office. With today’s 
technology many of these visits could 
be avoided. That’s just the mentality of 
how we respond to illnesses as a coun-
try and have designed a reimbursement 
system to reward this behavior.

WAiter: There’s not a client that I 
have who doesn’t raise concerns about 
things they would like to see improved 
in the ED. There are so many down-
stream issues that all bubble back up 
in the ED that it’s not just working on 
the ED work flow, but hospitalwide 
patient flow, patient throughput, and 
care management. The key is to make 
it a data-driven process. It’s critical to 
be able to develop service-level agree-
ments with ancillary departments, 
such as lab or radiology. That’s not 
always easy, but even having the dia-
logue and opening those communica-
tions between departments enables 
them to view each other as customers, 
which is a good start. 

heAlthleAderS: What are the oppor-
tunities and traps you find in trying to 
get a handle on supplies, and more spe-
cifically, about physician preference items 
and standardization?

roundtABle: the coSt contAinMent Struggle

“The commercial  
insurers believe that  

will reduce their cost 
per encounter.”

barry Waiter 
Vice president
OptumInsight
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medicine and surgery to work with the 
physician groups on these efficiency and 
standardization exercises. It’s been a big 
help to getting buy-in because they’re 

trusted people. 
The doctors lis-
ten to me a little 
bit, but I think 
they really listen 
to them. We tried 
standardization 
around price rath-
er than around a 
product. We said, 
“Okay, you want 
those screws? 

Get them for this price.” And they were 
very effective at going to the vendors and 
doing that with the threat of standardiza-
tion surrounding vendors.

WAiter: That’s a great example. 
That’s a technique that can be used for 
any product, and it’s basically setting 
up capitation pricing. In other words, 
our price is X and if you, the vendor, 
want to do business with our orga-
nization—we’re not going to do any 

standardization and we’re glad to have 
to you—but this is our price. A lot of it 
depends on physician leadership and 
how much they’re willing to stay with 
the hospital’s strategy, and that’s the 
real key. Surgery initiatives can be very 
complex, but they’re usually worth the 
effort because the OR is the engine that 
drives an organization’s case mix and 
revenue, and it’s also home to some very 
expensive labor resources and the very 
costly physician preference items. So 
the job you do in the OR is crucial and 
it can have both a significant impact on 
improving your revenue and a signifi-
cant impact on reducing costs. 

heAlthleAderS: At the end of the day, 
though, one of the bigger problems leaders 
face is figuring out the true cost of providing a 
service and all of the testing, labor costs, and 
other costs that are all bundled into it because 
there are so many variables involved. How 
do you begin to make sense of it?

hArt: I just wish I knew for sure the cost 
to provide a service. Revenue is a little bit 
easier. That’s dollars in the bank. 

liMBocker: We have agreements 
with physicians, including cardiology, 
orthopedics, and neurosurgery. In the 
last couple of years, we’re doing a much 
better job with 
getting clinicians, 
administrators, 
purchasing peo-
ple—even vendors—
at the table trying 
to figure out how 
we can get results. 
I sat on the cardiol-
ogy value analysis 
team. It’s amazing 
going through all 
the different ideas at the physician level 
and all the different products they had 
in the cardiology realm. Many times the 
most expensive product was chosen. It 
appeared to me there was a lot of oppor-
tunity not only for price reduction, but 
also product selection. On the efficiency 
side, we had opportunities with start 
times and unused block time in the ORs. 
We put together a physician leadership 
committee—we call it the OR Steering 
Committee—because there was a lot of 
discussion and frustration between the 
physicians who didn’t have preferred 
block times. 

hArt: We’re in exactly the same spot. 
I’m not down at that level like I used 
to be, but I’m involved in it. Overall 
I’ve found the physicians understand 
that there are challenges with costs. 
That conversation is much easier than 
four or five years ago. They’re willing 
to step up, and we’re looking for ways 
to develop incentives in our comanage-
ment agreements. Now it’s just a mat-
ter of getting the physicians educated, 
because once you educate them, we’ve 
found them to be very helpful.

kronenBerg: Plus, you have to have 
people on-site doing continuing training, 
education, and reminders. We’ve done 
that with two senior quality officers in 
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kronenBerg: It goes back to deter-
mining what kind of data is really 
actionable. People say information 
technology will give you accuracy, but 
it won’t necessarily because something 
has to be entered by a person. So just 
because it’s electronic doesn’t mean  
it’s accurate.

liMBocker: Business intelligence is 
defined differently by different people, 
but to me it’s being able to put together 
three or four source data systems in our 
institutions where 
data from all the 
platforms can be 
seen together in a 
succinct format. 
About 10 years 
ago, I was very 
proud of creating 
a senior-level dash-
board and depart-
mental dashboard 
for all leaders 
across the institu-
tion, where before 
they were getting a 
stack of paper sev-
eral inches thick. 
Well, it was still too 
much data for most. 

WAiter: The healthcare industry 
now has some excellent business intel-
ligence systems that enable exception 
reporting where you can start with 
high-level metrics and then drill down 
to a very granular level of detail to 
understand the drivers of variances. 
Hopefully managers and executives 
will get more comfortable with busi-
ness intelligence systems over time. 

kronenBerg: The thing that scares 
me is whenever you see someone dem-
onstrating how to do it; it’s always 
the person who has worked a lot with 
the system. The capacity is there, but 
maybe what it’s telling us is that if you 

really want to use it, you really have 
to have a lot of people dedicated to 
it to drill down into the activity and 
then share it with the people who actu-
ally need to use it. For the managers on 
units, I don’t know if I want them doing 
that level of drill-down when they have 
people to manage and patients to take 
care of. 

WAiter: Cost management certainly 
can’t be the only focus for a manager, 
but if we can get cost management to 

become an impor-
tant part of their 
day-to-day job, 
that’s an enor-
mous step in the 
right direction. 
Several years ago 
I was working on 
a cost reduction 
program with one 
client for nine to 
12 months. Con-
sultants quite 
often are brought 
in to be change 
enablers and to 
help an organi-
zation focus and 

successfully implement difficult initia-
tives. I had a final steering committee 
meeting where one of the executives, 
who I had a good relationship with, 
needled me and said, “Boy, I’m glad 
this is the last meeting and we’re not 
going to have to do this anymore.” And 
I was thrilled because before I could 
even respond, one of his colleagues said, 
“The consultant’s work is wrapping up, 
but we have to make this process part of 
our normal routine.” That was a gratify-
ing end to the project.

kronenBerg: It’s a cultural issue, 
but that culture is from a group of 
people in the healthcare delivery side 
who went into that field with com-
pletely different skill sets and com-

pletely different motivation. It was on 
the personal “do well for people” side, 
not “cost management or efficiency” 
side. And that’s a challenge that we’re 
all going to face. What do you want 
them to do, what can they do, and can 
they blend it all? Why we’re in this 
crisis is because we haven’t focused as 
much on this as an industry for a long 
period of time. 

heAlthleAderS: We talk about using 
information technology to guide cost effi-
ciency programs. How do you marry clinical 
and financial systems? 

liMBocker: Much of the data, even 
on the clinical side, that we rely on 
is often charge-based data, and so a 
charge entry has to take place and then 
someone will pull data and rely on 
it, which creates obvious problems. 
The clinical data that many of us also 
use consists of chart reviews. Chart 
reviews are still a fairly standard way 
to review data as opposed to having a 
clinical data field in a clinical informa-
tion system. What you want to do is be 
able to compare high-quality outcomes 
with financial outcomes so you can 
see whether the things you’re doing to 
improve clinical quality or reduce cost 
are having a positive or negative impact 
on the other. 

kronenBerg: Doing chart reviews 
or charge reviews are very difficult and 
tedious. The answer for me, conceptu-
ally, is that you have to marry groups 
of people together because not one per-
son has the entire skill set that is need-
ed to do all of this work. Our finance 
department has the decision support. I 
think you need a decision support per-
son. You need a clinical person and you 
need a methodological person, maybe a 
management engineer. You have to get 
them working as a team rather than do 
it on a case-by-case basis. 
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