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Observing, Meeting and E-mailing
By Jimmy Udall, Principal, Rule 4 Consulting

ver the past eight years working in process improvement
consulting for healthcare organizations, asignificant portion of

my time has been spent observing work. Often I'm observing a
particular process, other times I'm observing nothing in particular, but
simply waiting for aproblem to occur. You would think that the latter is
good work if you can get it and you would beright, but not for the reasons
that you might expect.

For me, observing our healthcare system makesit clear that we don't
have a system at all, which is alternatively horrifying and uplifting.
Horrifying because our system relies on people to do the right thing and
uplifting because they so often do. This, however, isatopic for another
time. Today | want to develop the ideas of my colleague Jon Roberts
about the role of management from a previous issue of FYA by sharing
storiesfrom my observations.

During arecent visit to aclient | wasworking through anagging problem
with an emergency room manager. The manager got me up to speed onthe
issue by taking me through along list of e-mails on the topic, outlining
who had said what on the subject to whom and when. Thistook sometime
asthe string of e-mails back and forth among the same group of people
totaled more than 25. Many of them were to clear up previous
miscommuni cationsfrom previous e-mails on the subject; othersclarified
stances and understandings of the problem. Nobody, though, was happy
after morethan 25 e-mailsthat they had gotten anywhere on the problem,
whichiswhy | was brought in by the ER manager.

My first question: "haveyou picked up thephone?' Answer, "No." After
morethan 25 e-mails on the subject nobody had called anyoneto attempt
to resolve or clarify theissue. Before phoning anyone, the ER manager
and | identified what we needed from the other partiesand what they would
need to know to help us solvewhat originated asan ER problem. Next, we
called and invited them to come see the problem from the staff's
perspective while we talked through the issues. Interestingly, they were
glad to do this as though it hadn't occurred to them to leave their office
and spend afew minutes|ooking at what they had spent hours e-mailing
about.

From an outside observer's perspective this seemed crazy, but I'm
guessing that if we stopped to think about our ownwork, thereare examples
(Continued...)
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Observing, Meeting and E-mailing (Continued...)

inwhichwe've done something similar. After all, e-
mail is easier than work observation, and the time
focused on it has become an important part of
everyone's day. We've had to learn this behavior
recently. My challenge to managers is to relearn
observation and meaningful conversation. | hopeto
show what | mean by meaningful conversation by
demonstrating the opposite in my next story.

Animportant maximthat guidesour work at Rule
4 Consulting is information that doesn't change
behavior iswaste. We try and exemplify this any
time we have a meeting. Meetings we initiate not
only have aclear agenda, but they'retypically called
to solveaproblem. | recently had ameeting with a
nursing director for which | alotted 30 minutes. |
needed him, aspart of aproject wewereworking on
together, to make a decision as to how best help a
manager under his supervision who was struggling.
My goal was to pass on the information that | had
from my previousinteractionswith the manager and
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allow him to makethe decision asto how to proceed.
The meeting took three hours! Inthat time, | spoke
for 10 minutes, as | had allotted. The rest of the
timeisabit of ablur, but | recall being regaled by
inspirational storiesand anecdotestaken from books
and his experience of life as anursing leader. By
some stretch, you could call these stories"relevant,”
but only if you're ignoring our maxim mentioned
above. That is: none of it changed our behavior in
any way. After the two hour and forty-five minute
point, thedirector agreed to talk to hismanager which
was the only "value added" of the entire meeting.
Hence, my reasoning for only scheduling the meeting
for 30 minutes.

As you may be able to tell, | found the whole
meeting incredibly offensive, not because the
director isn't interesting or doesn't tell agood story;
quite the contrary. Rather, what are we doing as
directors, managers and consultants that doesn't
matter enough that we can waste so much of our time
and there are no consequences? Certainly youwould
liketo think thetimeyou're putting in matters. Could
anurseleave her patient for three hours? Would there
be consequences?

Observing the work of nurses and managers
objectively alowsmeto ask such questionsand my
senseisthat if all of usasked ourselvesdaily if our
time was meaningful, we might start to understand
where our opportunitiesfor improving asleaderslie.

Jimmy Udall has been working with
Dr. John W. Kenagy and his firm since
2001. He has been implementing
"Adaptive Design" in hospitals
throughout the country and teaching
Adaptive design principles to
executives. He is the co-author of a
Microsoft white paper on "Adaptive
Design."
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Yet Another Financial Storm Brewing
By Rick Kneipper, Chief Administrative Officer and Co-Founder of PHNS

he $700 billion bailout of failed and failing U.S.

I financid ingtitutionscontinuesto bethenumber one

subject for the media, Congress and U.S.
regulators. And the depth and breadth of the serious
ramificationsof that financial disaster haveyet to befully
realized, and may takeyearsto completely unfold. But
consder oneramificationthat isnear and dear tothehearts
of al hospitals—Medicaid.

The"perfect gorm™ isbrewing for Medicaid that could
put the program in seriousjeopardy according to arecently
released report from The Kaiser Commissionon Medicaid
andtheUninsured. It carriesthetitle, "Headed for aCrunch:
An Update on Medicaid Spending, Coverage and Policy
Headinginto an Economic Downturn." (Thereportisbased
onasurvey of Medicaid officiasin all 50 statesand the
Didrict of Columbia.)

"' During aneconomic downturn, unemployment
rises and puts upward pressure on Medicaid
enrollment and therefore Medicaid spending, as
individuasloseemployer sponsored coverageand
incomesdecline. Atthesametime, increasesin
unemployment have anegativeimpact on state
revenuesmeaking it even moredifficult for gatesto
pay for Medicaid spending increases.”

Asaresult, the report concludesthat "givenrising
hedlthcare costsand agrowing uninsured problem, coupled
with state requirementsto balance their budgets and the
economic downturn, thereisaheightened state of concern
about Medicaid financing." CombinethiswiththeU.S.
financia crisis and growing economic woes (a.k.a a
recesson’?), anew administration and anew Congress, and
you haveaproverbial "perfect storm"” for theMedicaid
program and the 59 million peoplethat it caresfor.

Consider thefollowing negativeindicatorsfromthe
report:
e "Medicaddirectorsintwo-thirdsof satesindicated

that thelikelihood of aMedicaid budget shortfal in
their statethisyear wasat least 50-50."
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e Whilestatesmade more Medicaid restorations,
enhancements and expansionsthan cuts during
FY 2008 and FY 2009, during past economic
downturnsthereweresignificant cutsto Medicaid
that "camefurther intothedownturncycle.

e "Federd policy actions, aswell asthedownturnin
theeconomy, arelikely to hinder state efforts[to]
maintain current Medicaid coverage and to cover
moreuninsured.”

Thisof courseispotentialy very bad newsfor those
patientswho receivemedical carethanksto Medicaid, but
it also can have amaj or negativeimpact on hospital sthat
havelargeMedicad patient populations. For example, the
number of hospitd failures(ak.a bankruptcies) isincreasng
during our financia meltdown, and many of theseareciting
declining Medicaid reimbursementsasasgnificant cause.
Combinethiswith the serious consequencesof thefinancia
meltdown for hospitals—ahuge hit on the value of their
investment portfoliosand theyield onthose portfolios, and
astaggeringjump oninterest ratesfor borrowings(for those
that arewell off enough to even borrow). Duringthelast
week of September, ahospital borrowed $152 millionat a
rate of about elght percent compared tothe 1.75 percent to
1.85 percent that the hospital anticipated, according to
"Financia meltdown hitshome'" in the 9/29/08 edition of
Modern Healthcare.

Morebad newsfor patientsand for thehospital industry,
andyet it seemsunlikely that the new administration and
Congressaregoing to have enough money (ak.a federa
debt) or willpower to deal with the
escal ating hedlthcareindustry problems
that they continually talk about but don't
do anything about.

I would like to hear your comments.
Send them to:

Richard.Kneipper@phns.com
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Importing Competition (Part 2)

competition." It concerned the growing phenomenon
known as medical tourism — patients going to foreign
countries for less expensive healthcare.

I nthelast issue of FYA, we devoted acolumn to "importing

In a new twist on medical tourism, U.S. employers are
encouraging workersto travel domestically for medical care.

The Wall Street Journal reports some employers are
beginning to take advantage of geographical variationsin the
quality and cost of healthcare withinthe U.S., while others are
leveraging deals they've struck with foreign hospitalsin order
to secure better rates with U.S. hospitalsthat are eager to keep
American patients here. Most of the activity is focused on
surgical procedures, such as hip and knee replacement and
cardiac bypasses.

Employers are offering financial incentives, such as no
out-of-pocket costs — which can save workers thousands of
dollars — money for travel expenses, and access to concierge
services that schedule appointments and organize travel
arrangements, as enticements.

The prospect of losing revenue overseasis prompting some
U.S. hospitals to match lower foreign prices.

In January, U.S. supermarket chain Hannaford Bros Co.
began offering employees the option of getting hip and knee
replacementsat ahospital in Singapore. A hip replacement costs
about $43,000 in the U.S. compared with $9,000 in Singapore,
according to data from Planet Hospital, a medical tourism
company.

"After the announcement, | got calls from severa [U.S]
hospitals offering to match Singapore on pricing,” says Peter
Hayes, Hannaford's director of associate health and wellness.

Hannaford, which is self-insured and therefore pays the
medical claims of its 9,000 covered employees out of its own
funds, tapped Aetnalnc., which managesits health benefits, to
vet the U.S. hospitals.

So far, Hannaford, which is based in Scarborough, ME,
has negotiated a deal for hip, knee and spine surgery with a
hospital in Boston and negotiationswith ahospital in Maineare
ongoing.

Typically, Hannaford's workers must pay for some of the
cost of surgery under its health plan. But if employees choose
next year to go to the hospital in Boston for a procedure,
Hannaford will pick up the entire tab. For knee surgery, that
amounts to a savings of about $3,000 for the employee.
Hannaford will also provide atravel alowancefor theemployee
and a companion.

Traveling to a U.S. hospital is much less daunting than
going overseas, where practical, medical and legal issues pose
complex challenges for patients and employers.

Launched earlier thisyear, Healthplace Americaistargeting
self-insured employerslike Hannaford that want to achieve the
cost savings of medical tourism without the need to leave the
U.S. The company, based in Ligle, IL., offers access to a
specialty network of U.S. hospitals for procedures, such as
hip and knee replacements, coronary artery bypasses and spine
surgery.

Ken Erickson, chief executive of Healthplace America, says
the network can offer employers savings of 30 percent to 50
percent on rates negotiated by insurers because the company
pays the providers upfront in cash based on fixed per-case
rates. (Typically, insurerspay feefor service and pay providers
after the surgery has been done.)

Workers who choose an in-network provider are assigned
a care manager who collects medical records, schedules
appointments, makes travel and lodging arrangements and
organizes post-procedure follow-up, Mr. Erickson says. They
can also save money: There are no deductibles, co-pays or
coinsurance. And the cost of travel and associated expenses
are covered.
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PHNSisan innovative hedthcare services company providing strategic outsourcing
servicesin information technology, health information management and receivables
management to over 400 hospitals. PHNSisnot aconsultant, vendor or software company

but apartner, asolution. PHNS understands healthcare because our partners are healthcare and healthcare only.
Unlikeitscompetitors, PHNS strategically aignsitself with ahospital's clinical and financial goalsand objectives.
Through itsunique businessmodel, PHN S reduces costs by aggregating, consolidating and sharing resourcesamong
itsparticipating hospital partners. PHNShel pshospitalsmanageinformation systems, computer technol ogy, patient
records, coding and patient billing toimprove patient care, safety and efficiency and increase profitability and efficiency.
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