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Where the Patient Comes First
Ensuring that patients are at the center of organizational mission and vision is a foundational principle for
healthcare organizations. To make certain that this principle is infused in all aspects of the organization,
Northwestern Medicine, headquartered in Chicago, created a unique process for incorporating the patient’s
voice in strategy, planning, and operations.
In a presentation at Kaufman Hall’s 2016 Healthcare Leadership Conference, Peter J. McCanna, Executive Vice
President and Chief Operating Officer of Northwestern Medicine, explained how the process works.

Peter J. McCanna
Executive Vice President
and Chief Operating Officer
Northwestern Medicine

Value as Defined by
the Patient
In 2009 Northwestern Medicine articulated
its vision “to be the premier integrated
academic health system where the patient
comes first.”

NORTHWESTERN MEDICINE AT A GLANCE
•
•
•

Seven-hospital system with 100+ outpatient locations
in Chicago and suburbs
4,400 aligned physicians; 19,000 employees
Primary teaching affiliate of Northwestern University’s
Feinberg School of Medicine
$4.8 billion operating revenue; Aa2/AA+ bond rating
U.S. News & World Report Honor Roll*
Rated “Highest Quality” by Chicagoland consumers*

•
“Combining the best of integrated
•
healthcare with the best of academic
•
medicine as seen through the patient’s
Source: Northwestern Medicine, Chicago
eyes is unique regionally and nationally,”
Note: *Applies to Northwestern Memorial Hospital
says Peter J. McCanna, Executive Vice
President and Chief Operating Officer.
“Putting the patient at the center of our vision and what we are trying to achieve requires hearing from
patients about their wants and needs and how we can deliver those services.”
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Patient voices emanate from numerous sources, including on-site patient comments, patient surveys, and
research, but most importantly from Patient Family Advisory Councils (PFACs). First formed in 2009, three
regional PFACs (and two in development at this time) each include 10 to 20 patients and family members of
diverse ages and backgrounds who meet monthly to provide important insights.
The PFACs accumulate “me statements” that express what patients want from the care they receive. Notes
McCanna: “Although we continually revisit and refresh this input, we keep hearing 12 statements that we feel
capture the essence of what is important to a patient, meaning how the patient defines value.” The statements are:
1. Don’t hurt me.
2. Treat me like you would treat a member of your family.
3. Provide me with and involve me in my plan of care.
4. Tell me what it will cost me before I receive care.
5. Transition me safely and seamlessly to other caregivers during my course of care.
6. Provide me with the latest world-class proven care, but not more than I need.
7. Guide me through my course of care.
8. Allow me to schedule and receive my care at times and locations convenient for me.
9. Tell me who is in charge of my care.
10. Help me to improve my health.
11. Heal me.
12. Make care affordable for me.
continued on page 2
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FIGURE 1. AN OPERATING MODEL DESIGNED TO CREATE
PATIENT VALUE

FIGURE 2. THE PATIENT’S VOICE IN THE OPERATING MODEL
Source: Northwestern Medicine, Chicago. Used with permission.

Source: Northwestern Medicine, Chicago. Used with permission.

Relationships

“Patient statements will not be static, but will change,” says McCanna. “As
we operate, these statements—and not how some payer or competitor
defines value—will be how we define and operationalize patient value.”
To do so, Northwestern Medicine uses a patient-focused operating
model (Figure 1) and groups the patient statements into three of the four
domains of the model—Relationships, Reliability, and Efficiency (Figure 2).
Success in these three domains (RRE) promotes overall Growth for the
system. “The model ensures managerial focus and a common operating
language across the system,” notes McCanna.

Measuring Effectiveness of Patient-Centricity
To assure continued alignment with what patients value, measures have
been identified for the Relationships, Reliability, Efficiency, and Growth
(RREG) domains. Reporting on these indicators occurs on a monthly basis.
Measurement for Relationships spans patients, employees, and
physicians. For example, measures include “likely to recommend”
rankings on patient satisfaction surveys for inpatient, ambulatory
medical practice and surgery, emergency department, and outpatient
settings. “The patient relationship is paramount, but to have sustainable
performance, we believe we also must have exceptional employee and
physician engagement,” comments McCanna.

• Treat me like you would treat a member
of your family
• Provide me with and involve me in my
plan of care
• Guide me through my course of care
• Tell me who is in charge of my care

Reliability

• Heal me
• Don’t hurt me
• Transition me safely and seamlessly to
other caregivers during my course of care
• Provide me with the latest world-class
proven care, but not more than I need
• Allow me to schedule and receive my care
at times and locations convenient for me

Efficiency

• Make care affordable for me
• Tell me what it will cost me before
I receive care
• Help me to improve my health

A monthly performance scorecard (Figure 3) shows how Northwestern
Medicine operationalizes the RREG metrics. “No. 1, and most important
to patient value, is to keep an intense spotlight on organizational
performance and specifically on our scorecard,” comments McCanna.
“Business history has shown that when rapidly growing organizations
lose focus on performance, they start to founder in achieving what
customers value—in this industry they value the core experience, safety,
effectiveness, timeliness, and affordability.”
To help employees “live Patient’s First every day,” Northwestern Medicine
provides employee bonus incentives for meeting performance goals
related to the patient-centric operating model. All staff can earn a bonus
over and above their annual inflationary increase based upon patient
satisfaction, measures of reliability, and performance to budget. Via a
secure portal, employees have full visibility into current performance
versus annual goals at the system, regional, and operating unit level
(Figure 4).

The Patient’s Voice in Business and Clinical
Integration

For Reliability, safety, effectiveness, and timeliness are core tenets that
Northwestern Medicine measures, including indicators such as safety
event closure rates, 30-day unplanned readmissions, and new patient
access within two days.

To meet patient desire for timely and conveniently located world-class
care, Northwestern Medicine is expanding its geographic footprint in the
greater Chicagoland area. The system now has inpatient, ambulatory, and
office practices in Cook County and seven surrounding counties.

As the value-based business model expands, Efficiency per episode and
for a patient population will join unit-based measures as core areas of
focus. “With proof of performance in all three domains of Relationships,
Reliability, and Efficiency, patients will seek care at Northwestern Medicine
and we achieve Growth as a system,” says McCanna.

As Northwestern Medicine grows, the system’s ability to deliver what
patients value in terms of proven, seamless care is achieved through
thorough integration of acquired organizations. McCanna notes that with
business integration, the most effective approach is to “move fast with a
strong point of view.”
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FIGURE 3. RREG MONTHLY PERFORMANCE SCORECARD
Source: Northwestern Medicine, Chicago. Used with permission.
Note: Current YTD performance is green if it meets or exceeds target performance, yellow if performance is below target but above prior-year performance, and red if
performance is both below target and worse than prior-year performance. The “NM” in the left margin flags a goal that is tied to the incentive program.
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FIGURE 4. ANNUAL GOALS PERFORMANCE TRACKING
Source: Northwestern Medicine, Chicago. Used with permission.
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FIGURE 5. BUSINESS FUNCTIONS FOR SYSTEM INTEGRATION

FIGURE 6. CLINICAL INTEGRATION FRAMEWORK

Source: Northwestern Medicine, Chicago. Used with permission.

Source: Northwestern Medicine, Chicago. Used with permission.
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Figure 5 identifies the 28 business functions for system integration. “We
don’t want to be simply a collection of nice assets,” says McCanna. “The
value of a contiguous health system is that it can be operated as an
integrated system under the single patient-centric RREG operating model.”
The No. 1 objective of clinical integration initiatives is to create value
for patients that is longstanding and durable. In contrast to the pace of
business integration, Northwestern Medicine takes a slower and inclusive
approach with such integration. “A top-down, rapidly implemented method
might make us feel like we’re effectively deploying best practices to
achieve what patients value, but those practices simply wouldn’t stick like
they would with a grass-roots process driven by clinicians,” says McCanna.
Current approaches to clinical integration include clinical collaboratives
around specific clinical conditions, service line and program integration,
value-based strategies related to bundled arrangements, and integration
within functional areas such as labs and imaging (Figure 6). “Every idea
related to clinical integration must be driven by the goal of creating value
for our patients,” comments McCanna. “If it isn’t, we won’t pursue it.”

Aligning New Capabilities with Patient Values

Collabora&ves

To ensure optimal results in meeting future needs of patients,
Northwestern Medicine is pursuing consumer segmentation and analysis.
“While a common set of statements exist about what patients value,
as described earlier, there also are many different types of patients
who have unique needs and values,” says McCanna. “Through research
informed by the patient voice, we will segment our patient populations
and tailor services to their needs.”

4

© Copyright 2017 by Kaufman, Hall & Associates, LLC

Ancillaries

Hospitalbased
Special&es

Valuebased
Products

Disciplinespeciﬁc
Workgroups

TOOLS

INFRASTRUCTURE

DMAIC
ADKAR – Change Management
Clinical Analy&cs
Innova&on / Digital Health
Formalized Project Management Standards
Execu&on Valida&on Teams

Electronic Health Record
Physician Compensa&on Program Revisions
Enterprise Data Warehouse
Scorecards and Goal Development

Management legend Peter Drucker reminds leadership teams about the
objective of their work, and McCanna uses this Drucker quote frequently:1
“The single most important thing to remember about any enterprise
is that there are no results inside its walls. The result of a business is a
satisfied customer. The result of a hospital is a healed patient. The result
of a school is a student who has learned something and puts it to work
10 years later. Inside an enterprise, there are only cost centers. Results
exist only on the outside.”
“Executives of healthcare organizations can get caught up in their ‘insidethe-organization’ focus, forgetting that integration or other initiatives
are only important if they get measurable results on the outside. For us,
those results are high-value services for patients,” concludes McCanna.
Kaufman Hall greatly appreciates the willingness of Northwestern Medicine and
Pete McCanna to let us highlight the patient-centric approach in operation at
Northwestern Medicine.

Reference
Drucker, P.F.: “Management and the World’s Work.” Harvard Business Review,
Sept./Oct. 1988.
1

“Value to the patient is the drumbeat and guiding star for every new
venture to expand the organization and its capabilities,” says McCanna.
The key questions are: Will we improve the patient experience? Will the
integration activity foster employee and physician engagement? Will care
be safer? Will clinical outcomes improve? Will care be more accessible
and timely? Will care be more affordable? Will more patients seek us due
to our distinctive value proposition? “Our efforts to build new capabilities
for a population health and risk-based future are filtered and prioritized
according to what adds value for the patient.”

Service
Lines
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Using Reliable Cost Data to Support Strategic Decisions
Dan Seargeant, Jay Spence, and Jennie Dulac
The demand for sound, data-driven decision making has never been
greater as hospitals and health systems nationwide face increasing
pressures to improve care quality and outcomes while cutting costs. A
reliable cost accounting function is now a strategic and business imperative.
Healthcare leaders need efficient access to timely, accurate cost data to
support decision making, including the ability to pinpoint opportunities
for improvement, establish priorities, develop initiative-specific plans,
monitor progress, and assess the impacts of those initiatives.
With an effective cost accounting system, organizations gain clear visibility
into volumes, costs, and profitability measures across clinical service lines,
payers, providers, and populations. The cost data can then be assessed
or combined with outcomes and quality data to ensure progress in
meeting Triple Aim goals.
The specific data gathered, the depth of that data, and how data are
analyzed vary depending on the type of strategic decision being considered.
This article explores how cost data are leveraged across four interrelated
types of strategic decisions facing healthcare leaders nationwide:
• Strategic business, capital, and financial planning
• Service line planning
• Clinical performance improvement
• Strategic pricing
Numerous stakeholders—including executive management, clinical
leadership, finance, and decision support professionals—are involved
in interpreting cost data for short- and long-term strategic initiatives.
A single, trusted source of data is essential, since so many rely on
the resulting analyses in weighing vital organizational decisions. As
an example, this article discusses how one proactive organization—
ProHealth Care in Wisconsin—has improved its planning processes with
its cost accounting and decision support system.

Strategic Business, Capital, and Financial Planning

Planning Example. ProHealth Care is a two-hospital integrated system
that includes clinics, a home health and hospice program, assisted living
centers, and other services. Several years ago, ProHealth’s executive
leadership sought to develop expanded data and analytics capabilities to
strengthen fact-based decision making related to changing healthcare
policies, service line delivery, and value-based population health management.
Management’s goal was to distribute accurate and reliable costing and
profitability information across the enterprise and require use of that
information for capital planning, service line management, business plan
development, pricing, managed care contracting, and all other key strategic
initiatives, said Ron Farr, ProHealth’s Chief Financial and Administrative Officer.
Implementation of a robust decision support system (DSS) three years
ago was foundational to accomplishing that change.
The new DSS facilitates reporting across ProHealth’s various entities,
service lines, and providers. The finance team incorporates the
resulting analytics into business plans for organizational strategies,
said Brad Treichel, Vice President of Finance and Administration.

Service Line Planning
Service line planning is another area that requires reliable patient-level
cost and profitability data. Decisions regarding which service lines to
expand, contract, or eliminate, and opportunities for improvements
related to those service lines can generate significant revenue and
savings. Data that may be considered as part of these analyses are trends
in patient volumes, cost per day, or cost per case.
Planning Example. At ProHealth Care, the new DSS allows finance to
more efficiently analyze and report on service line costs. The previous
cost accounting system required extensive data aggregation and manual
manipulation to group service line results by the applicable definition (i.e.
diagnosis, procedure, and others).

As the industry shifts toward a value-based model, organizations are
achieving market essentiality by differentiating the services they provide,
offering care across the continuum, and eliminating unnecessary costs. In
developing growth strategies, healthcare leaders use cost information as
a critical input to modeling the financial impacts of potential initiatives.

With the new system, such definitions are integrated with the reporting
table structure and can be easily applied to the data. As a result, the
decision support team can be more productive in responding to
reporting requests, Treichel said. Having consistency and the assurance
that the definitions are congruent with organizational objectives have
been essential to ensuring that encounters are not duplicated or omitted
in service line reports.

To lower costs and manage population health, many organizations are
assessing their strategic options. Cost data is a key driver in determining
what capabilities and/or services would best be acquired, developed via a
partnership, or divested.

The new DSS has expanded ProHealth’s capabilities to provide service
line profitability reporting across all patient services. By looking at
provider-specific costing, the finance team can assess individual physician
or other clinician profitability at all service locations.

Finance teams rely on cost accounting data to guide other financial and
capital planning activities, such as capital investment decisions. Also, by
embedding cost drivers within long-range financial plans, finance teams
are better able to develop strategies to sustain a desired credit profile.
Cost reduction efforts rely on cost benchmarks that have been integrated
with the organization’s planning tools.

To assess productivity and margin by provider, the tool’s costing methods
align each provider’s compensation with his or her patient encounters
and the applicable operational costs. These reporting capabilities have
enabled leaders to assess the financial impacts of acquiring or losing
providers from ProHealth’s employed medical group.

continued on page 6
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Clinical Performance Improvement
Cost accounting is becoming an integral part of clinical performance
improvement. Access to accurate and timely data and analytics underpins
an organization’s ability to engage physicians and clinical leaders as they
evaluate financial and clinical outcomes.
To quickly pinpoint underperforming areas, healthcare leaders
simultaneously use a variety of data, including cost, high-volume and
high-risk clinical conditions, utilization, and quality. They then assess
internal and external benchmarks, “drilling down” from the system-level
data to analyze an individual hospital or service line, or a specific clinical
condition, physician, or patient population.
Unwarranted variation in care is one example of a common source of
suboptimal patient outcomes and unnecessarily high costs. To address
the issue, leaders in one 14-hospital health system in the Mid-West
established physician-led committees to assess ways to improve patient
outcomes and address unwarranted variations in care. By implementing
greater standardization and other process improvements, the health
system was able to realize more than $5 million in savings across five
clinical areas in the first year of the initiative alone (Figure 1).
Having a sound, data-driven approach will be critical to successfully
engaging physicians and other clinicians in reducing care variation. This
requires a robust tool that is able to aggregate, analyze, and disseminate
quality, outcomes, and cost data. Without credible data and an accurate
and reliable physician attribution model, physicians are unlikely to trust
the results enough to effect behavior change.

Planning Example. At ProHealth Care, utilization reporting through
the DSS has enabled service line and operations directors to provide
physicians with actionable information on variations in care, and to
improve physician preference-item adherence and care pathway
planning. The credibility of the data increases physician buy-in, Treichel
said. Clinicians are eager to review the analyses and have provided
constructive feedback on how to further enhance reporting.

Strategic Pricing
Many healthcare providers are addressing the challenge of greater
price sensitivity from consumers and other healthcare purchasers by
developing comprehensive pricing strategies. Accurate cost accounting
data are critical to helping leaders understand the differential between
their prices and costs and those of competitors.
Trying to match competitor prices in all services and care sites is not likely
to be appropriate or feasible. To determine where they can and cannot
compete on price, organizations need the ability to model price-volume
trade-offs by service type.
Hospitals and health systems that wish to participate in alternative
payment models also benefit from a thorough understanding of their
costs and those of potential partners. Such data are essential to
identifying a payment amount at which they might reasonably provide
services without taking on too much downside risk, while preserving the
potential for upside gains.

Improving the Value of Care: $25+
Million Cost Savings

FIGURE 1. SAMPLE HEALTH SYSTEM RESULTS

Planning Example. In negotiating contract agreements with its payers,
ProHealth Care’s managed care team relies on the DSS to provide
service-specific data on care delivery costs. This information is used in
contract modeling to assess proposed rates against the organization’s
actual costs. As more risk-based payment models develop, the costing
data will be increasingly important in analyzing and improving the hospital
system’s cost structures for associated services, Treichel said.

Conclusion
Cost accounting data are key to many types of strategic decisions
critical to an organization’s success in a rapidly changing healthcare
environment. Patient costing and decision support systems provide
the best lens for monitoring progress and the real impacts of strategic
initiatives over time.
Hospital and health system leaders also should ensure their
organizations have the resources to support a reliable cost accounting
system and its integration with other analytic systems. Resources include
adequate staff with the time and expertise to analyze and interpret
data, identify areas in need of improvement, and to track progress on
strategic initiatives over time. Lastly, organizations need strong leadership
dedicated to ensuring that the data are used effectively to influence real
cultural change.
For more information, please contact
Dan Seargeant (dseargeant@kaufmanhall.com)
Jay Spence (jspence@kaufmanhall.com)
Jennie Dulac (jdulac@kaufmanhall.com) or 847.441.8780.
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Kaufman Hall Announces
Acquisition of KREG
Information Systems
Kaufman Hall recently announced the acquisition of KREG Information
Systems (KREG), a leading provider of contract modeling, budgeting, and
decision support software for healthcare providers.
With the acquisition of KREG, Kaufman Hall extends its industry-leading
performance management and decision support capabilities with
contract modeling and analytics that enable health systems to more
effectively and intelligently transition from traditional fee-for-service to
fee-for-value reimbursement models. These tools help organizations
to better predict and manage reimbursement and leverage a datadriven approach for improved payer negotiations. With KREG software,
organizations can estimate net revenue by patient and better manage
contracts, claims, and payments across the organization.
“We are excited to welcome KREG into the Kaufman Hall family, adding
extensive industry expertise and new software capabilities that will
significantly benefit our clients,” said Tom Walsh, CEO of Kaufman Hall
Software. “In today’s healthcare environment, analyzing the impact on net
patient revenues of changing reimbursement rules and contract models
is integral to both short- and long-term financial planning.”
With KREG, Kaufman Hall expands its robust enterprise performance
management and integrated decision support system—which now
includes advanced cost accounting, clinical benchmarking, and revenue
cycle management capabilities—to drive informed, accurate decisions
that impact profitability and patient outcomes across service lines,
organizations, and the care continuum.

Kaufman Hall Continues to
Lead Healthcare Industry
in Advising New Debt
Transactions
Kaufman Hall once again ranks as the No. 1 financial advisor in the
country in new healthcare debt for both long-term municipal public
offerings and private placements. According to Thomson Reuters’
year-end Municipal Market Analysis, Kaufman Hall advised on the
issuance of more new, long-term municipal healthcare debt than any
other firm in 2016, supporting nearly $10 billion in debt transactions
on behalf of client hospitals and health systems.
Kaufman Hall ranked first by advising $8.55 billion in tax-exempt debt
issues through 47 new healthcare long-term transactions exclusive of
private issues, representing a 23 percent share of activity in this debt
market. The firm also advised $1.43 billion in private long-term municipal
issues through 19 transactions solely to healthcare providers.
Since 2006, the firm has advised nearly 950 long-term municipal public
offerings and private placements totaling more than $100 billion in debt
transactions, giving Kaufman Hall more transaction experience than any
other firm in the not–for–profit healthcare market.
“Access to capital remains a key priority for healthcare providers as they
work to meet the demands of a rapidly evolving industry,” said Managing
Director Eric Jordahl, who leads Kaufman Hall’s Financial Advisory
practice. “We are thankful to the many hospitals and health systems
that put their trust in Kaufman Hall to help them navigate increasingly
complex markets.”

“We are proud to be joining Kaufman Hall, a firm with a long track record
of helping healthcare executives develop and execute strategies that
optimize financial performance,” said Stephen Kreter, Executive Vice
President and Co-founder of KREG Information Systems.

Kaufman Hall is the only independent financial advisory firm providing
services exclusively to borrowers, and not issuing authorities. This allows
Kaufman Hall’s consultants to provide completely conflict-free borrowing
recommendations and to vigorously advocate for clients’ interests
throughout the financing process.

KREG founders Kreter and Greg Ferguson are continuing in leadership
roles within Kaufman Hall, and the KREG team is operating business as
usual in supporting customers and ongoing operations.

To learn more about how Kaufman Hall is assisting hospitals and health systems
with financing strategies, visit www.kaufmanhall.com/fa or contact Mr. Jordahl
at ejordhal@kaufmanhall.com or 847.441.8780.
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Keynote Speakers Announced for the
2017 Healthcare Leadership Conference

See an unmatched
lineup at the nation’s
premier healthcare
leadership event.

Michael Lewis
Bestselling author of
Moneyball, Liar’s Poker, and
The Big Short in conversation
with renowned economist
Richard Thaler.
The Undoing Project: Turning Decision
Science Upside Down
In a Kaufman Hall exclusive, Michael Lewis will discuss his new book,
The Undoing Project, with one of the scholars profiled in the book:
the nation’s top behavioral economist, Richard Thaler, Ph.D.

Plan to attend:
October 18-20, 2017
Four Seasons Chicago
8
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Lewis is one of the nation’s most insightful and popular authors.
The Undoing Project tells the story of how
the partnership of behavior economists
Amos Tversky and Daniel Kahneman
upended our understanding of how
people make decisions. Lewis will be
interviewed by his longtime friend,
Dr. Thaler, of the University of Chicago.

Richard Thaler

KaufmanHall Report Spring 2017

Harry Kraemer
Former Chairman and CEO of
Baxter International
Value-Based Leadership

James Skogsbergh and
Eugene Woods
Leading CEOs, and the two most recent chairs of the
American Hospital Association

Author and business leader
Harry Kraemer will address how
healthcare executives can navigate
immense adverse pressures in
the current economic and political environment through
disciplined focus on value-based leadership.
The author of two bestselling books—From Values to
Action and Becoming the Best—Kraemer is currently Clinical
Professor of Strategy at Northwestern University’s Kellogg
School of Management.

Transformative Strategies
James Skogsbergh and Eugene Woods, CEOs of two of our
nation’s most innovative health systems, will share their
organizations’ transformation strategies in a conversation
with Kaufman Hall Chair Ken Kaufman.
Skogsbergh is President and CEO of Advocate Health Care and
Immediate Past Chairman of the AHA. Advocate is the largest
fully integrated healthcare delivery system in metropolitan
Chicago. Woods is President and CEO of Carolinas HealthCare
System and the current AHA Chairman. Carolinas is one of the
nation’s most comprehensive, integrated healthcare systems.

Eric Topol
Prominent cardiologist
and medical futurist

Ken Kaufman
Chair, Kaufman Hall
Leadership Imperatives
in the Internet Economy
Known for his powerful insights on
healthcare disruption, Kaufman Hall
Chair Ken Kaufman will kick off the
conference with a framework for
understanding and responding to the economic, technological,
competitive, and sociological forces undermining the
traditional healthcare model.
Kaufman has delivered more than 400 speeches and is
the author of seven books, including Fast and Furious:
Observations on Healthcare’s Transformation.

High-Definition,
Individualized Medicine
Eric Topol, M.D., is the premier
authority on how technology is
accelerating the shift toward true
individualized, patient-centered care. He will describe the
technological advancements propelling a consumer-driven
revolution that is dramatically altering how care is delivered.
The author of The Patient Will See You Now and The Creative
Destruction of Medicine, Dr. Topol is Director of Scripps Translational
Science Institute, Professor of Genomics at The Scripps Research
Institute, and Chief Academic Officer of Scripps Health.

You won’t see a program like
this anywhere else.
A must-attend event for
senior executives and trustees.
© Copyright 2017 by Kaufman, Hall & Associates, LLC
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Staff Notes
Please join us in welcoming…
Tim Drozd joined Kaufman Hall as Chief Financial
Officer, responsible for directing the company’s
financial and accounting practices. This includes
financial planning and analysis, budgeting, cash
management, investments, insurance and real
estate affairs, audit coordination, taxes, and
employee health and savings benefits. With nearly
25 years of experience, his focus is on directing and
supporting Kaufman Hall’s strategic corporate growth.
Prior to joining Kaufman Hall, Mr. Drozd worked for Nielsen for more than
a decade, where he held senior finance positions including CFO roles
for the Media and Global Buy divisions. He also served in commercial
pricing roles, partnering closely with professional services teams to
negotiate large client contracts and leveraging best practices globally
to drive topline growth. Before Nielsen, Mr. Drozd served as a Director
with Archstone Consulting, where he advised consumer packaged goods,
retail, and private equity portfolio company clients on growth strategies,
strategic sourcing, and business process improvement.
Mr. Drozd holds an M.B.A. in Finance, Marketing, and Strategy from the
Kellogg School of Management at Northwestern University, and a B.S. in
Chemical Engineering from Purdue University.
Therese Fitzpatrick, Ph.D., RN, FAAN, is a Senior
Vice President with Kaufman Hall, specializing in
Strategic Cost Management. Her responsibilities
focus on providing consultation to hospitals and
health systems across the country in assessing
their clinical and operational performance,
and developing effective strategies to enhance
efficiencies and optimize staffing.
Dr. Fitzpatrick has 40 years of healthcare experience spanning operations
and policy development in local, regional, and global markets. Her areas
of expertise include strategic management of clinical and administrative
services, analytic and financial competencies, labor relations and contract
negotiations, and strategic workforce optimization with specialty focus in
developing clinical staffing algorithms based on advanced modeling and
scheduling policy.
Prior to joining Kaufman Hall, Dr. Fitzpatrick was a Principal and Practice
Operations Lead for Philips Healthcare North America. Her previous
positions include serving as Executive Vice President at Assay Healthcare
Solutions and The Optime Group, as Senior Vice President at Evanston
Northwestern Healthcare, and as Senior Vice President and Chief Nursing
Officer at St. Francis Hospital in Milwaukee.
Dr. Fitzpatrick holds a Ph.D. in Urban Studies from the University of
Wisconsin, Milwaukee, and a Masters in Nursing Administration and a
B.S.N., both from DePaul University. She was inducted into the American
Academy of Nursing in 2016, and is an Assistant Clinical Professor in the
College of Public Health at the University of Illinois at Chicago.

10

© Copyright 2017 by Kaufman, Hall & Associates, LLC

Please join us in congratulating our new
Senior Vice Presidents…
In the Strategic and Financial Planning practice, those promoted were
Kristopher Goetz, who joined Kaufman Hall in 2013, Jeff Kilpatrick,
who joined in 2015, and Kevin Neuman, who has been with the firm
since 2012.
Those promoted in Financial Advisory were David Ratliff, who started
with the company in 2009, and Matt Robbins, who started in 2012.
Courtney Midanek, who joined the Mergers and Acquisitions practice in
2011, also was promoted, and Abe Cohen, who has been with Kaufman
Hall since 2014, was named Senior Vice President of Marketing.

Kaufman Hall Axiom Software Training
For the current schedule of software training sessions and to
register for a class, please visit http://education.kaufmanhall.com.
Registration is limited. Class dates and availability are subject to
change based on client demand. For more information, please call
847.441.8780 or email training@kaufmanhall.com.

KaufmanHall Report Spring 2017

CALENDAR OF EVENTS
ACHE Congress on Healthcare Leadership

The Governance Institute April Leadership Conference
Strategic Planning 2017: Time to Pivot 		

New Provider Practice Models for Efficient and Effective Operations
Robert Pryor, M.D., of Kaufman Hall, and Stephen Sibbitt, M.D., of Baylor
Scott & White Health
March 28, 2017, Chicago, IL

Mark Grube
April 25, 2017, Scottsdale, AZ

Transforming Your Costs: From Opportunity to Action
Kristopher Goetz

Population Health Management: Optimizing Care Delivery to Asian
Communities
Paul Crnkovich (panelist)
March 29, 2017, Chicago, IL

April 25, 2017, Scottsdale, AZ

Michigan Association of CPAs Healthcare Conference
Operation Consolidation: Trends and Transactions			

Kaufman Hall Webinar

Patrick Allen
April 26, 2017, Livonia, MI

Transforming Your Costs: From Opportunity to Action
Kristopher Goetz
March 28, 2017

HFMA ANI			

Improve Clinical and Financial Performance with
Benchmarking and Analytics
Jennie Dulac
June 26, 2017, Orlando, FL

American Association of Nurse Executives
Optimizing Nurse Staffing: Creating the Staffing Ecosystem
Therese Fitzpatrick, Ph.D., RN, FAAN, and
Margaret Gavigan, RN, of Advocate Health Care
April 1, Baltimore, MD

Developing Creative Affiliations for New Capabilities
Anu Singh
June 27, 2017, Orlando, FL

New Publications by Kaufman Hall Authors
Five Tasks for Hospitals in 2017
Kenneth Kaufman
http://www.hhnmag.com/articles/7981-ken-kaufmansfive-tasks-for-2017

What’s Your Organization’s
Value Proposition?

What the House GOP’s Healthcare
Bill Could Mean for Providers

Mark Grube and Paul Crnkovich

Rob Fromberg

https://sfwebprodblob.blob.core.windows.net/sitefinitylibraries/docs/default-source/default-document-library/
what-39-s-your-organization-39-s-value-proposition.
pdf?sfvrsn=0

http://www.kaufmanhall.com/assets/blog/hc/what-thehouse-gop-s-healthcare-bill-could-mean-for-providers

Governance Insights

What’s Your
Organization’s Value
Proposition?

March 8, 2017

What the House GOP’s Healthcare Bill
Could Mean for Providers

Boards and leadership must monitor customer
needs and competitor positioning strategies.
As the healthcare field transitions
to a business model focused on
value and population health, the
need for stronger board and management performance is greater now
than perhaps ever before. Success in
developing and executing strategies
is achieved by leadership teams that
adjust their overall strategy to align
with the imperatives of a very different care delivery environment.
The Consumer-Centeredness
Imperative
The core imperative of this new environment is to make customer wishes
and requirements central to health
and healthcare delivery models. To do
so, provider organizations must understand the differing needs of individual
consumers, payers and physicians, and
the strategies to meet the needs upon
which the organization will focus.

Nationwide, many organizations have
significant room for learning in this
regard. In an October 2016 survey on
consumer-centric healthcare conducted by Kaufman Hall and Cadent
Consulting Group, 66 percent of
respondents said that consumerism
was an “above average priority,”
whereas only 23 percent said they
had the capability to develop the consumer insights needed to understand
needs and wants. Only 16 percent
were confident of their ability to
implement strategies on the basis of
such insights.
Achieving customer centricity is not
an initiative or a program, but a
fundamental organizational competence and the organizing theme for
hospital and health system strategy.
“Informed intuition” is not adequate to guide providers going

Dimensions of Healthcare Value
Business/Service/
Product Mix
Consumers
Payers
Physicians

✓

Access

Price/Cost

✓

✓

✓

✓

✓

Source: Kaufman, Hall & Associates LLC. Used with permission.

Quality

Customer
Experience
✓

✓

$150,000 or more. Unlike the ACA, the bill does not consider
local healthcare costs in setting the level of subsidy.

forward. Organizations need a customer strategy that positions them
for distinct advantage in the face of
growing competition, particularly
from nonhospital providers that are
making significant inroads in such
areas as low-intensity services.

Robert Fromberg,
Senior Vice President
Kaufman, Hall & Associates, LLC

O

n Monday, March 6, 2017, House Republicans released
their proposed legislation to replace the Affordable Care

Act (ACA). The GOP bill repeals or significantly changes major
portions of the ACA involving the individual and employer
mandates, subsidies, and Medicaid expansion, among others.

The challenge for all
organizations is to determine
which combination of positions
is compelling to its target
market and presents a distinct
competitive advantage.
Dimensions of Value
What do customers value? Different
customer groups function under
different value equations, namely
the benefits they hope to gain given
a certain price or cost. No business
can meet every dimension of value
for every customer. Boards and
executive teams must make choices
with each customer group about
where they will be able to excel and
where they will not be able to
directly compete with higherperforming organizations.

✓

The bill, which already is facing political headwinds, has not yet
been scored by the Congressional Budget Office, so the economic
effect and the potential change to the number of people covered
by health insurance have not been officially quantified. However,
the bill’s overall goals are clear, and it signals areas of concern for
providers. Following are prominent features of the bill, potential
concerns for providers, and likely next steps.

What the Bill Would Change
Mandates
If passed, the bill would repeal the individual mandate to obtain
health insurance and the employer mandate to provide health
insurance. To stem loss of healthy individuals from the risk pool, the
bill includes a one-year, 30 percent surcharge on monthly premiums
for people who have a gap in insurance coverage for more than one
month. The surcharge applies to all, regardless of health status.
Subsidies
Currently the government provides tax credits on a sliding scale
based on income to ease the cost of health insurance premiums
and deductibles. The GOP bill replaces that with tax credits
based largely on age, ranging from $2,000 for people under 30 to
$4,000 for people over 60. While providing higher subsidies for
older Americans than younger ones, the bill also allows insurance
companies to charge older Americans five times more than
younger Americans for similar plans; states are given the flexibility
to set their own ratio.
The current sliding scale is replaced by a phasing out of subsidies
for individuals earning $75,000 or more or families earning

Taxes
The bill eliminates taxes on investment income and wages that
affect individuals making $200,000 or more and couples making
$250,000 or more, which have been used to fund the ACA.
Medicaid Expansion
The bill calls for Medicaid expansion to end in 2020. Until that time,
Medicaid expansion is optional for states, and federal funding
will continue as under the ACA. Starting in 2020, federal funding
for Medicaid would be on a per capita basis, with each state’s
allotment determined by spending in a base year by different
enrollee categories. Also starting in 2020, the bill eliminates the
requirement that state Medicaid plans provide the same essential
health benefits required by plans on the exchanges. The bill also
requires that states with Medicaid expansion populations confirm
expansion enrollees’ eligibility every six months.
In addition, the bill establishes a Patient and State Stability Fund,
which is intended to support state efforts to:
 Provide coverage to high-risk individuals who do not have
access to employer-based health insurance
 Stabilize premiums in the state’s individual market
 Promote access to preventive services
 Help reduce out-of-pocket costs
The bill appropriates approximately $15 billion annually for this
fund in 2018 and 2019. That amount is reduced to $10 billion
starting in 2020, at which time a state match is phased in.

Public Health Programs
Beginning in FY2019, the GOP bill would repeal funding for the
Prevention and Public Health Fund established under the ACA to
support prevention, wellness, and public health initiatives. It would
expand funding in 2017 for Federally Qualified Health Centers. The
bill would impose a one-year freeze on funding to organizations
deemed a “prohibited entity,” defined as “an essential community
health provider primarily engaged in family planning and
reproductive health services,” that “provides abortions in cases
that do not meet the Hyde amendment exception for federal
payment,” and that “received over $350 million in federal and state
Medicaid dollars in fiscal year 2014.”

Dimensions of value for healthcare
customers typically include a mix of
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