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Innovation 2008 — The "No Hassle" Learning Organization
By John W. Kenagy, MD, MPA, Director, Kenagy & Associates

his month's column continues to look at "Innovation 2008 — What's Hot and
What's Not."

Healthcare | nnovation 2008
What's Not

Capital expenditures for new
technology and facilities

Implementing I T systems
Power, compliance and competition
Consultants and manufactured

What's Hot

Growing Return on Investment
(ROI) from operations

Developing people and relationships
Purpose, trust and optimism
Loca knowledge, ingenuity

and innovation innovation
Transforming your culture Fighting entrenched cultures
Multi-purpose hospitals Specialty hospitals

Last month's column predicted the huge, expensive, cumbersome IT system
bandwagon would be on your "What's Not Hot" list in 2008. "What'sHot" in 2008
will be developing your people as your number one asset.

It'snot hard to find the evidence for devel oping people number oneif you agree
that, in a constantly changing world, it's not what you are doing now that's crucial;
it's how you adapt what you are doing now that will make a difference. If you
believe otherwise — "we'll just keep doing what were doing and be successful” —
then save yourself the time, and read another column. If you believe otherwise,
read on.

Adapting requires that an organization learn to do something different. The
dataisoverwhelming that the hot hospitalsin 2008 are going to be doing just that —
becoming No-Hassle L ear ning Or ganizations.

Harvard Business School and Kenagy & Associates research and experience
(e-mail mefor complete data and references) show common healthcare operational
problems —we call them "hassles" — are aroot cause for a dysfunctional point-of-
care.

We have observed two classes of hassles present in every healthcare
environment:

1. < Five percent of the hassles were Errors — execution of atask or process
that was either unnecessary or incorrectly carried out

2. > 95 percent of the hassles were Problems — disruption in a worker's or
team'’s ability to execute a prescribed task because:

a. Something the worker or team needed was unavailable in the time,
location, condition or desired quantity needed, preventing the task from
being executed as planned

b. Something was present that should not have been, interfering with the
designated task or team activity.
(Continued...)
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Innovation 2008 — The "No Hassle" Learning Organization (Continued...)

Given that the vast majority of hassles are problems
rather than errors, it only makes sense that a focus on
operational problem solving leads a hospital to learning
and adapting.

Staff membersand physicians experiencefive broad
categories of hasslesin performing their work.

® Missing or incorrect information

® Missing or broken equipment

e Waiting for a (human or equipment) resource

® Missing or incorrect supplies

e Multiple and simultaneous demands on their time

Thekey istolook at these hassles as chronic, small
system failures that predispose to dysfunctional
performance in unpredictable and uncontrollable ways.
For example, they often occur outside of, or separate
from, the activity they affect, e.g., nursing problems are
most likely to occur whilenurses are preparing to provide
patient care (88 percent). Additionally, staff, clinicians
and management have no way to avoid the problem
because most (91 percent) were caused by a breakdown
ininformation or material transfer outside of their control.

In every healthcare environment we have studied,
caregivers spend 40-50 percent of their time working
around hassles by doing first-order problem solving.
First order problem solving occurs when staff members
compensate for a hassle by getting the missing or
unavailable supplies, information or people needed to
complete atask. The problemis, infirst-order problem
solving, the staff members cannot addressthe underlying

causes (root causes) of the problem and, therefore, fall
to reducethe chancethat it will reoccur. Implementing a
short-term fix gets patients what they need, but without
taking any action to prevent asimilar failure, the problem
only recursand, therefore, the organization failsto learn.
Ask any nurse or doctor —it's usually the same hassles,
over and over again.

In contrast, Adaptive Desi gn® developsthe skillsand
tools necessary for second-order problem solving, in
which the staff, physicians and management get the
patients what they need, and also take action t(g address
the root cause of the hassle. Adaptive Design usesthe
occurrence of asystemfailure ("aproblem™) asthesignal
for disciplined, structured, second-order improvement
and thereby, generates true organizational learning. In
our experience, this structured, real-time, second-order
problem solving simultaneously delivers sustainable
improvement, increased effectiveness and institutional
learning. And No Hassles means a happier staff,
physicians and patients.

A No-Hassle Learning Organization uses problem
solving to eliminate the small system failuresthat plague
hospitals everywhere. Want to
know more about No-Hassle
Learning? E-mail me at
|kenagy @kenagyassoci ates.com.

©2007 John W. Kenagy, MD,
MPA, Director, Kenagy &
Associates, LLC (K&A)
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About

PHNS is an innovative healthcare services company providing strategic

% P"NS outsourcing services in information technology, health information management

The Healthcaring sciuion— ANC r€CE Vabl es management to over 400 hospitals. PHNSisnot aconsultant, vendor
or software company but apartner, asolution. PHNS understands healthcare because our partnersare healthcare
and healthcare only. Unlike its competitors, PHNS strategically aligns itself with a hospital's clinical and
financial goals and objectives. Through its unique business model, PHNS reduces costs by aggregating,
consolidating and sharing resources among its participating hospital partners. PHNS helps hospitals manage
information systems, computer technology, patient records, coding and patient billing to improve patient care,
safety and efficiency and increase profitability and efficiency. For more information, visit www.phns.com.
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Is There an ROl on Your IT Investments?
By Rick Kneipper, Chief Administrative Officer and Co-Founder of PHNS

fter decades of under-investment in information technol ogy
A ("1T™), asteadily increasing number of hospitalshavefinally

decided that they can solve al of their patient safety, patient
service, cost and performance needs with a substantial investment in
new I T. And these hospital s are encouraged by an enthusiastic chorus
of software, hardware and consulting vendorswho encourageincreased
IT investments asthe solution to al of the healthcareindustry's needs.
But the key question is whether IT realy delivers what it promises,
particularly whether hospitals really will realize a return on their
investment ("ROI") inIT.

If your hospital has aready spent, is spending or is planning to
spend significant dollars on new IT, then you ought to read an
interesting new study by PriceWaterhouseCoopers called "The
Economicsof IT & Hospital Performance." Theeconometric analysis
techniques used in the study are extremely detailed and somewhat
mind-numbing, but the conclusions are very interesting and worth a
read and an analysis:

e "Higher investment in IT improves hospital business
performance." However, the study states that the "degree of
the effect, while statistically significant, ismodest." That won't
make your hospital's board comfortable with significantly
increased I T expenditures.

e "Until IT investment reaches a threshold, total operating
expenses increase in hospitalsthat havelittle IT." Translation
— if your hospital has been under-spending on IT for years,
then it's going to be extremely difficult to show an ROl on an
increased I T investment, at least in the short-term.

e Not-for-profit hospitalstend to spend moreon I T than for profit
hospitals. Whilethe study doesn't have aconclusive answer to
why thisistrue, it states that "one hypothesisis that for-profit
hospitalstend to be morelikely to be part of alarge system that
has centralized IT acquisition, and thus, greater capacity for
standardized approaches to application development." That is
potentially ablockbuster point — perhaps independent not-for-
profit hospitals need to start sharing standardized I T selection,
design and implementation approaches instead of continuing
to act as islands unto themselves by continually reinventing a
new IT wheel, and thus, overspending on IT (much to the
pleasure of those who profit from such overspending).

e "IT capital investment has the potential to pay for itself...."
The study concludesthat increased hospital I T investmentswill
eventually level off and"IT capital at some point paysfor itself
by displacing costs elsewhere in the hospital ."
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e "Theeffect of IT capital investment has been proven in other
industries — the studies of other industries...demonstrated far
more powerful effects of IT...Over al, then, these results for
hospitals are rather disappointing. A likely culprit — that
hospitals have failed to take advantage of IT by making more
significant process changes in business and clinical activities
—cannot be verified by thisstudy and requiresfutureresearch."
That is a huge red flag for major hospital IT investments and
deserves significant analysis by hospitals before pushing the
button on major new IT expenditures.

e "[R]ea performance benefits [from IT] may take at least two
yearsto becomefully apparent.” Thusdon't believein or expect
any quick economic scoresthat IT vendors often promise.

This study and its conclusions are worthy
of careful analysis before your hospital decides
to spend significant new dollars on IT — or to
analyze the ROI of your hospital's previous
significant expenditureson IT.

April 16, 2007

I would like to hear your comments.
Send them to:
Richard.Kneipper@phns.com

About
TrendLeader ]
[ Connections

FYA - For Your Advantage is brought to
you by TrendL eader Connections. Thefunction
of TrendLeader Connections is producing
educational materials and seminars that help
healthcare executives differentiate between fads
and trends; and making connections with
“Trend Leaders" within the healthcare industry.

We are committed to delivering new
perspectives and ideas, creative and innovative
healthcare solutions, provocative concepts and
quality educational materials to today's
healthcare leaders. We want to concentrate on
"what comes after what comes next."
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Where Candidates Stand on Healthcare

Crystal balls are coming out as the political
primary race heats up earlier than ever before.
One prediction is virtually unanimous:
healthcare has become the leading domestic policy issue
for American voters. Writing in The New York Times,
last week, Robin Toner suggested that this was an
especially hot issue among Democrats.

Eighty-three percent of the DemocratsinaNew York
Times/CBS News Poll in February said that they
believed the number of uninsured Americans (45
million, inthelast official estimate) wasa'very serious'
problem for the United States.

Toner wrotethat Senator Barack Obama's campaign
for the Democratic presidential nomination faces many
tests over the coming months, but few are as fraught
with risk and opportunity asthis. Hispromiseto produce
a plan that will achieve universal health coverage by
January 2013.

Sen. Obama's main rivals have been campaigning
aggressively on the issue for months now.

Toner points out that Senator Hillary Rodham
Clinton beginsthe race with alot of unhappy history on
healthcare, but also alot of credibility. A survey released
two weeks ago by the Kai ser Family Foundation showed
that Sen. Clinton led the pack, by a significant margin,
when Democrats were asked which candidate "best
represents your own views on healthcare." And as she
develops her own health proposals for 2008, she is
keenly aware of every political landmine on the issue,
having stepped on most of them during the Clinton
healthcare push of 1993-94.

Another of Sen. Obamasrivals, former Senator John
Edwards of North Carolina, laid down a universal
coverage plan in early February, financed, in part, with
arollback of the President'stax cutson the most affluent.

"People who are activists — particularly younger
activists—think thisisaproblem that can and should be
solved,” said Bob Blendon, an expert at Harvard on
public opinion and health.

Sen. Obama delivered a speech in January
embracing the cause of universal coverage, and hasbeen
pressed severa times since then to describe just how he
would do it —notably, at acandidate forum on healthcare

FYA - For Your Advantage
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held in Las Vegas last month where he offered only
vague language about his approach.

His campaign says he is listening to an array of
healthcare experts, including veterans of past debates
like Ken Thorpe at Emory University and Jonathan
Gruber at MIT, both of whom served in the Clinton
Administration.

There are only so many routes to expanding
coverage, as Harvard's Blendon pointed out to The
Times. At oneendisthesinglepayer option—essentialy
expanding Medicare to every American and creating a
national health insurance program, an approach popular
on the left, but considered politically unlikely. At the
other endispureincrementalism—encouraging coverage
with tax credits and the like, but creating no new
mandates on individuals or employers, and settling for
less than universal coverage.

And then there is the middle ground, a mixture of
government and private insurance: expanding the
already existing public programsto catch morelow and
moderate income peopl e, creating new requirementsfor
employersto provide or help pay for coverage, creating
new mandates and opportunitiesfor individualsto obtain
affordable health insurance.

Most of the Democratic candidates are expected to
end up somewhere in this middle ground — including
Sen. Obama.

"He'sclearly not asingle payer guy, but he'sclearly
not a Band-Aid guy,” said MIT's Gruber, who said he
advises widely on healthcare. "[The Senator] wantsto
do something transformative, but at the same time, he
isn't politically tone deaf."

Thismiddle groundishardly without risk: How will
a candidate pay for the expansion of coverage? What,
exactly, will berequired of individuals and employers?
These arethe detail sthat, of course, ultimately derailed
the last serious effort at overhauling healthcare.

Healthcare, in short, is a rite of passage for
Democrats aspiring to leadership.

[WE'll follow the Republican presidential candidates
stances on healthcare in a future issue of FYA]
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