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    FOREWORD



    Several years ago I was in a strategy meeting with the senior leadership team from the hospital that I was then working at. We were struggling to find a way to build a future for ourselves and for the healthcare industry. The conversation was a common one among healthcare providers—how to maintain effective margins, while improving quality amid a pretty significant softening financial position, an increasingly sick population, and encroaching competition from very large and well-funded competitors; it was a pretty dismal scenario to say the least. Unfortunately, our situation was what doctors call “unremarkable,” meaning that there was nothing significantly abnormal about it. Therein lies the problem with US healthcare: we accept what would in any other industry be unacceptable as the status-quo in healthcare.


    Someone at the meeting suggested that we read a book he’d come across called Smartsourcing. He said it detailed a vision of how companies across all industries were using a new form of partnering to find additional efficiencies in their overall operations while increasing their ability to innovate their core. In our case that translated into increased focus on our mission of delivering affordable, quality care while also innovating the many administrative systems that supported that mission.


    The challenge was that we had become bogged down in the “keep the lights on,” day-in-and-day-out operational management that ultimately did nothing to drive value and quality, and certainly did not allow us to focus on maintaining or improving our financial performance so that we could invest in innovation or transformation.


    I purchased the book that evening and started reading it by the next day. It didn’t take long for me to realize that it was describing exactly the kind of transformation that we were searching for.


    To get out of the zero-sum model that pitted investment in administration against investment in care we needed to focus on what the author called our core competency in order to drive transformation and innovation in our healthcare organization, while allowing partners to take responsibility for innovating non-core operations. Smartsourcing finally gave us a roadmap with which to do that; it was a transformative concept.


    It suddenly dawned on me that we could have our cake and eat it too! Not only could we focus on the things that were most important to our mission, taking care of the health of our community, but we could also focus on innovation and transformation across every aspect of the patient experience. We could create the sort of digital health platform that our clinicians and patients expected, improve the doctor-patient relationship, leverage the deep data repositories we had to create predictive analytics, use artificial intelligence to assist our care teams in improving patient outcomes, streamline the patient’s experience, and ease the burden of insurance and billing.


    Most importantly, smartsourcing wasn’t outsourcing. One thing that we were sure of was that we did not want to go down the path of outsourcing. The streets are littered with healthcare outsourcing failures. The leadership team had decided that we were not going to end up in that situation. Smartsourcing was an alternative that allowed us to leverage the strengths and core competencies of partners in a unique and novel way.


    It was as though someone had just turned the lights on. We immediately began to look at the hospital through a very different lens, identifying opportunities and partners with deep core competencies that we would want to smartsource with.


    While most partners we spoke with were still stuck in the world of outsourcing, we noticed that a few had already started to think about smartsourcing. The conversations that resulted with those progressive companies were a world removed from the concept of outsourcing, which basically distances the sourcing partner from the organization it’s serving. These were relationships that were guided by common purpose. We quickly realized that there was significant additional value in partnering in a much more ambitious way than we had initially expected. This was not about the math of zero-sum, it was a classic case of 1 + 1 = 3.


    This is the fundamental value that smartsourcing drives with the right partners; they are not just focused on their small part of the value chain, they are looking at the whole organization, raising their hand and saying, “Have you thought of this idea or that concept?” It significantly changes the way the organization functions in a very positive way that opens the door to innovation that would simply not have been possible otherwise.


    Reimagining Healthcare builds on many of the ideas in Smartsourcing, but it goes well beyond them to provide not only a vision but a roadmap of how we can reengineer healthcare to refocus it on what matters most, the patient, while at the same time reducing the crippling administrative friction that drives up costs and undermines quality care. In the process we may well be able to transform American healthcare into a much more sustainable model than what we have today.


    The current US healthcare model cannot continue to function in its current state. What’s lacking is a practical strategy that guides healthcare into the future. I’ve lived in the healthcare industry long enough to know that won’t be easy. The transition to a more sustainable model will not be a simple or painless process. So much of today’s healthcare industry lives off of the friction that’s been baked into the system. But the solution is there, hidden in plain sight, as Tom says. If we have the courage to follow some of the suggestions in this book we may finally be able to put healthcare on a trajectory towards affordable value and quality care for our communities, our patients, and ourselves.


    Creating a sustainable healthcare system is the most important journey that the US, and the world, will be faced with for a generation and now we have a logical way to approach the transformation that must occur to make that journey.


    Most importantly, Reimagining Healthcare offers a reason to be hopeful about the future of healthcare and the significant positive change that it can bring. But it will take healthcare leaders willing to step out of the traditional industrial age model of healthcare to embrace new ways of thinking about the role of the hospital, and a new generation of organizations, what Tom calls HSPs, that can take on the critical role of innovating all of the non-clinical activities that today make up over 30 percent of healthcare spending.


    Reimagining Healthcare is a clear and straightforward guide to assist in that process.


    As I look back to that original meeting, when I first learned about smartsourcing, I realize how fortunate we were to have someone at the table make the suggestion that we evaluate a new way of looking at healthcare. Every healthcare provider now has that same opportunity. And, if they take it—if we take it as an industry—I have no doubt that the result will be a remarkable future for healthcare.


     


    Jon Russell


    Senior Vice President & Chief Information Officer


    MultiCare Health System

  


  
    Introduction


    The Blue Pill

    or the Red Pill


    There’s an iconic scene at the start of the Hollywood blockbuster movie The Matrix in which Morpheus asks the central character, Neo, in reference to the Matrix, “Do you want to know what it is?…It is the world that has been pulled over your eyes to blind you from the truth.” Neo sits motionless as Morpheus reveals a blue pill in his left hand and a red pill in his right. “You take the blue pill and…you wake up in your bed and believe whatever you want to believe. You take the red pill…and I show you how deep the rabbit hole goes.”


    You don’t need to have seen The Matrix to know which pill Neo chooses; that scene has become a social meme played out countless times. By picking up this book, you too have chosen the red pill and a backstage pass to the myriad disjointed and dysfunctional parts of the US healthcare system.


    I’ll warn you now that as you read this book, there will be times when you will wish you’d taken the blue pill. But as my own doctor of twenty years once said to me about a diagnostic procedure I was debating, “What’s better, Tom—knowing, or not knowing?” The fact that you’re reading this book tells me that your answer is the same as mine; knowledge, painful and disturbing though it may be, is always better—but only if you intend to do something with that knowledge.


    The history of how I came to write on the topic of healthcare is important in understanding my own red-pill journey and the perspective of this book.


    Fifteen years ago, I sold a very successful advisory services firm to Perot Systems—the company that the late Ross Perot had formed after selling Electronic Data Systems to GM. Ross was perhaps much better known for his run at the US presidency in 1992, in which he garnered 19 percent of the popular vote—more than any independent candidate since Theodore Roosevelt in 1912. But Perot was also a pioneer in building the outsourcing movement in technology. His idea was simple: since information technology required highly specific skills, it was better for large organizations to let someone whose core competency was computers and IT handle that part of their business.


    Perot purchased my company to build a thought leadership practice within its global outsourcing services business. They were a just over billion-dollar player, and much of that revenue came from Perot’s target industry, healthcare.


    At the time, outsourcing and offshoring were experiencing rapid growth, having doubled in size over the previous ten years—1994 to 2004—to $77 billion.1 Outsourcing is the practice of shifting work to a partner whose economies of scale, location, and expertise allow them to do this work for a lower cost. Offshoring is similar, but it’s also meant to take advantage of wage arbitrage, the inherently lower wages in certain geographies and less developed economies.


    The problem that Perot faced was threefold. First, outsourcing had developed a reputation as a euphemism for job destruction. Second, the much-touted benefits of wage arbitrage rarely proved sufficient to offset the added overhead of managing an offshore operation. Even when they were, the gap would decrease over time until the difference was negligible. Third, even though companies were outsourcing noncore activities, they still needed partners who were willing, able, and committed to driving innovation. In other words, innovating the core was critical, but these innovations could easily suffer if noncore activities were not keeping up with rapid technology and process innovation.


    What’s especially important to understand about outsourcing is that it is a relatively recent phenomenon. The move to computers and networks makes it possible to move a business process seamlessly across companies and geographies. So it’s no coincidence that, as technology and connectivity have evolved, so has outsourcing.


    When I coined the term smartsourcing in 2005 and then published a book by the same name, my premise was simple; rather than viewing outsourcing as a crude means by which to cut costs and eliminate jobs, we needed to look at a new model that maximized growth and innovation.


    In the smartsourcing model, partners form a digital ecosystem with shared risks, shared rewards, and shared innovation across the entire ecosystem of activities. Everyone involved in a smartsourcing relationship focuses on their core competency while improving the overall quality and innovation of the ecosystem that they are also part of. In short, every player in a smartsourced ecosystem has a unique role in the creation of value, as is the case with every part of a natural ecosystem. And, as with any biological ecosystem, there are also the predators and parasites who take advantage of the frailties in the ecosystem. But we’ll come back to that.


    In the thirteen years since Smartsourcing was published, the concept has been used across industries from manufacturing to retail, transportation to hospitality. Having been a small part of that revolution was incredibly gratifying.


    Yet, when I looked at the healthcare industry, it seemed to be lagging behind. Instead of shedding their noncore activities, many large healthcare providers were consolidating and acquiring smaller hospitals, private practices, and clinics. Community hospitals and community healthcare systems, which serve one of the most vital roles in healthcare by forging local bonds and developing a better understanding of their population’s health risks, were barely getting by. Many were simply closing their doors due to an inability to achieve the economies of scale needed to operate a hospital with adequate services. This was especially true in cases where the physician group, hospital, or health system (a collection of hospitals and physician groups) were already stretched thin in terms of their resources and economic viability.


    All the while, administrative processes were becoming increasingly more complex and frustrating for consumers, and the broader conversation about healthcare, often finding its way to the headlines of major media, centered mostly on policy and political agendas.
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    At around the same time that I sold my company to Perot Systems, my mother was starting a decade-long struggle with an illness that gave me painful first-hand insight into the sorry state of US healthcare. I witnessed the inordinate amount of effort that patients and their caregivers put into the coordination of the many disjointed pieces of the healthcare system, and the toll this took on the quality of healthcare, along with the economic horrors of the patient experience.


    It became abundantly clear to me, having seen smartsourcing play such a vital role in reengineering so many other industries, that there were readily available options for improving the healthcare system. Smartsourcing would not only make fixing healthcare possible, but possible within the coming decade.


    Most importantly, these were not solutions that required substantive changes to policy or the more draconian suggestion of rebuilding the healthcare system. Although that may make for colorful political diatribes, it is simply not practical. We need to work on improving the current healthcare system by eliminating the enormity of administrative friction that inhibits innovation in the business of healthcare: the same friction that distracts providers by siphoning valuable resources from the innovation and delivery of their clinical core competencies.


    The question I repeatedly asked myself was, “If so many other industries could benefit from smartsourcing, why couldn’t healthcare?” The answer I consistently received from healthcare insiders was this: healthcare is just different. Although I understood the essence of this belief, I had spent thirty years hearing that same phrase uttered in every industry I’d ever worked with when a newer, more efficient, and more effective way of doing things was proposed to replace the way things had always been done.


    I embarked on a mission to understand healthcare, resolving to more credibly make the case that while healthcare may be “different,” it is not different enough that we can excuse and ignore the benefits of reimagining healthcare that’s affordable, accessible, and that drives the outcomes we all deserve from the single most expensive healthcare system in the world.


    The point I make in this book—and repeat regularly—is that there’s a clear path toward a sustainable healthcare system by applying methods and approaches that have been used and proven elsewhere, in other industries, with enormous success. However, these will only work if we choose to take action now.
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    I also want to be clear from the outset that when we look closely at healthcare, the fundamental force undermining its ability to scale has little to do with the quality of care, the availability of diagnostics and therapies, advances in pharmacology and genomics, or progress in research. All these areas have been evolving rapidly along a mostly positive trajectory.


    Instead, the central challenge is continuing to scale the two-hundred-year-old industrial-era model of healthcare into the twenty-first century. The primary and pervasive culprit of the industrial model of healthcare is the invisible administrative friction that has been baked into the industry’s highly fragmented processes. These are processes that lack sufficient innovation to keep pace with the increasing clinical complexity of healthcare.


    The best way to describe what that friction feels like is an exercise I did many years ago while working as a nurse’s aide. I was a college student in my late teens and had just landed a job assisting disabled patients whose movement was severely limited due to spinal cord injuries. To this day, I’m still not sure how my qualifications, which had little to do with a clinical setting, got me the job. But I’ve been forever grateful for the insights that experience provided.


    As part of the orientation, I had to wear a disability-simulation suit that severely restricted my ability to move. The suit used a heavily weighted jacket, restrictive metal braces for arms and legs, stiff gloves, and a neck brace that prevented me from turning my head without turning my whole body. After a few minutes in the suit, trying to navigate even the simplest day-to-day activities became extraordinarily difficult and tiring. Here I was, in the best shape of my life, feeling otherwise invincible, and I couldn’t even walk up a flight of stairs.
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    Healthcare today is similarly immobilized by having to wear a suit woven of administrative burdens that make the delivery of affordable and quality care nearly impossible.


    The objective of this book is to first identify the culprits responsible for compromising and shackling the healthcare industry. We will then identify ways to shed the albatross that weighs down, and threatens to permanently disable, US healthcare.


    Although the focus will admittedly be on the business of healthcare, improving the business of healthcare will also improve the patient experience, increase quality outcomes, and reduce costs.


    We will look at the business of healthcare from the perspective of other industries: how new ways of partnering are driving significant efficiencies in these industries, and how these models can be used to also create a scalable healthcare system designed to meet the needs of the future. In that regard, I’ll review how many of the concepts in the book that have been applied to other industries can also be applied to healthcare. That means we’ll periodically embark on tangents that may at first seem to share little in common with healthcare. But that’s only because we have developed a myopic view of healthcare. It is an insular industry that resists the opinions of outsiders and frequently puts up barriers of “not invented here.” Those same barriers are among its biggest impediments to change.


    I’m also well aware of the primary argument against much of what I’ve already said and what we’ll discuss in this book: namely, that healthcare shouldn’t be thought of as a business. The premise of the argument is that looking at healthcare as a business doesn’t consider it a basic human right, and that it does not apply the most fundamental aspects of healthcare—compassion, caring, and healing—to how we approach any solution. What we will see is that these two points of view are not in conflict.


    The force that is most dehumanizing healthcare, impeding the ability of a physician or clinician to focus on caring and healing, making healthcare unaffordable for so many, and ultimately disincentivizing patients from seeking healthcare, is the enormous administrative friction created for patients, healthcare providers, and insurers—something that any sound business would relentlessly seek to drive out of its processes.


    Most importantly, keep in mind throughout the book that what we’re describing isn’t just an option, but rather a mandate for change that is unavoidable and which we put off at the peril of our social and personal well-being.


    One last thing; a book of this sort cannot be written without asking the colloquial question, “Is this a prescription for healthcare?” The answer is that we are writing a new script for healthcare that will require off-label use of viable alternatives already in place in numerous other industries that are either unfamiliar to or rarely used in healthcare.


    The good news is that there is a clear path forward to put healthcare on a track to serve the needs of the next hundred years if we have the courage and the resolve to take action now.


    Everything we are about to discuss is already available as an option to create a future for healthcare that can set the standard for quality and value for the next century of change.


    It won’t be easy. Big change never is. It will require leadership with courage and vision on the part of those who are insiders, as well as the many more who live outside of the healthcare system. It will be messy, overwhelming at times, and painful for those who continue to fall through cracks that at times feel more like chasms. But the fact that you are reading this brings hope that we will fix US healthcare because of the efforts that you and so many others are taking. This book is at best a compass pointing in the direction of the change that needs to happen.


    As Morpheus said to Neo just before Neo swallowed the red pill, “All I’m offering is the truth. Nothing more.”


    Welcome to the future of your healthcare.


    Navigating the Book



    To help you navigate the book, here’s a rundown of what we’ll cover in each of the book’s three sections.


    [image: ] Part One, The Problem: Chapters 1–3 provide a summary of the trajectory of healthcare from the establishment of the first hospitals to its current state. We introduce the Ten Culprits of healthcare. We’ll look at how the relationship between the patient and the healthcare provider has changed and the advent of health insurance and its evolution. We’ll also begin to explore how healthcare complexity has increased to unsustainable levels and introduce the concepts of risk and smartsourcing and the role both play in reimagining healthcare. We’ll look at the specific costs of complexity, the demographic pressures that will force changes in the current system—including the government-funded, single-payer healthcare systems in other countries—and draw on examples from other industries that can be used as role models for the use of smartsourcing.


    [image: ] Part Two, The Solution: Chapters 4–5 introduce the importance of having healthcare providers focus on their core competency. We begin to deconstruct the current model of healthcare by presenting an alternative model of a “core competency” provider. We’ll also look at how the trend toward core competency is evolving and changing every industry and use role models from other industries to better understand how we can apply these models to healthcare. We’ll explore the challenges that smartsourcing will address as healthcare evolves into what we’ll call Healthcare 2.0. We’ll look at the changing role of the hospital, the myth behind the popular narrative that mergers and acquisitions are the best way to create economies of scale that reduce healthcare costs, and we’ll begin to explore the move toward value-based healthcare. We start laying the groundwork for the concept of smartsourcing, which enables the formation of vast healthcare digital ecosystems that work together seamlessly by leveraging economies of scope, rather than economies of scale.


    [image: ] Part Three, The Future: Chapter 6 looks at the case study of John Muir Health and how it is using smartsourcing to build a sustainable community hospital for the future. Using John Muir Health as an example, we’ll take a closer look at specific areas that can be smartsourced, such as the revenue cycle and information technology. We’ll introduce and elaborate on the role of the healthcare services provider and how it directly addresses the Ten Culprits of healthcare.


    Chapter 7 will offer a glimpse over the horizon at what the future of healthcare will look like. We’ll delve into how the core competency model will be used to create the foundation for automated patient advocates, explore the possibility of hyperpersonalized medicine, take a look at some of the other disruptors to healthcare that will shape its future, and follow the evolution to what we’ll call the hospital in the cloud.


     


    At the end of each chapter, I’ve included a series of takeaways and lessons learned in the chapter, which we’ll leverage as we move deeper into the book and the challenges of reimagining healthcare.

  


  
    Part One:

    The Problem


    “It’s time to build the future we want,

    or one we don’t want will be thrust upon us.”


    —Michael Bennet (US Senator, Colorado)

  


  
    Chapter 1


    On the Precipice


    Healthcare is on the precipice of enormous transformation brought on by three immutable forces: an aging demographic; the increasing sophistication and volume of diagnostic tools, therapies, and pharmaceuticals; and the exponential rate at which digital technology is advancing.


    These changes are creating an unprecedented opportunity to build a future for healthcare that will put the patient at the center of a rich ecosystem with the power to positively impact the quality of life for each of us in dramatic ways.
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    As the demographics of the US and the world transition to a predominantly aging population and the diagnostic tools to uncover illnesses become prolific, we will experience a paradigm shift in how we view healthcare: from an acute service meant to deal with injuries and sicknesses to an ongoing service that constantly monitors and maintains our well-being. Simply put, we need to make the transition from “sick care” to “health care.”
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    With the ability to capture and store data from every healthcare interaction, our digital genomes, and health patterns across vast populations, we will be able to predict disease and illness more accurately than we can currently predict tomorrow’s weather forecast. It could be an amazing future in which healthcare becomes not only a fundamental human right, but one that is accessible and affordable for everyone.


    Note that I said “could be” because healthcare is also at another precipice—one that threatens to send it, and all of this promise, plummeting out of control into an economic abyss.


    Runaway administrative costs, dramatically shrinking margins for hospitals, the increasing burden on patients to pay for healthcare out of their own pockets, an equally onerous burden on doctors and clinicians to handle paperwork over patients, and systems that silo data in myriad proprietary repositories are crippling healthcare and the promise it could otherwise deliver.


    If we don’t do something dramatic, courageous, and deliberate within the next decade, the US healthcare system will simply become economically unsustainable and unable to provide quality care to an aging population with ever-increasing and ever more complex healthcare needs. What we think of as a crisis in healthcare today will pale in comparison to what lies ahead.


    This may sound like fearmongering, but that is decidedly not the purpose or tone of this book. Instead, I’ve written this with the objective of providing insights into how healthcare organizations can apply proven methods, such as smartsourcing, to improve their underlying business, which in turn determines so much of the efficacy and the experience of healthcare for the patient and ultimately averts the crisis ahead.


     


    
      Who’s Who


      It’s important at the outset to clarify some core terminology that we will use throughout the book.


      First off, the term healthcare organization or system refers to a variety of different players that make up the healthcare ecosystem. To keep things as simple and as straightforward as possible, we’ll use the term provider to refer to those who are involved with the delivery of healthcare, such as hospitals, healthcare or hospital systems, doctors, doctor networks, clinicians, and clinics. We’ll use the term payer to refer primarily to insurance companies or the government, which pays for healthcare through programs such as Medicare and Medicaid, also known as Centers for Medicare and Medicaid Services (CMS). However, a patient and an employer can also be a payer if the patient is paying out of pocket or if the employer is self-funding an insurance plan for a provider’s services. Where needed, we’ll make the distinction of which payers we’re referring to.


      Second, much of our focus will be on what’s called smartsourcing. The easiest way to understand smartsourcing is by contrasting it to outsourcing. Outsourcing is driven purely by cost cutting. When an organization outsources a process, it sheds not only the process, but also all of its employees who were once responsible for that process. Unlike outsourcing, smartsourcing is driven by the need to innovate while keeping the employees of the original organization in place.


      Smartsourcing is also a strategic decision by an organization to invest more of its resources into developing its core competency while partnering on those areas that are outside of the core.


      Another term we will introduce is healthcare services provider (HSP). HSPs are third-party organizations that partner with a healthcare provider or payer to deliver smartsourcing services. These are private for-profit enterprises that have deep core competency in healthcare administration. As we’ll see, HSPs are essential to slowing the high costs of administrative overhead, improving the patient experience, and allowing providers to focus on their core competencies. Ultimately HSPs will become a necessary part of the healthcare ecosystem.


      Lastly, the use of two terms should be clarified. The first is the “business of healthcare,” which refers specifically to the operational and administrative aspects of healthcare rather than to the clinical care itself. So, while a surgical procedure is not, in our use, the business of healthcare, the billing, claims processes, information technology, analytics, documentation of procedures, and payments are. The second is the term “consumer” or “patient-consumer.” Although I realize that the word “consumer” carries connotations of commercialism, which may be off-putting to some, it also speaks to the focus on the individual as someone who needs to be understood and respected for their specific needs and wants. It is that ethos of empathy that we’ll focus on in the use of the term within the book.

    


     


    Before we go any further, it’s helpful to make what we’re discussing a bit more tangible by considering what healthcare could look like if we take the steps outlined in this book.


    So let’s take a quick jump into the future and imagine a healthcare system where each of the following is the norm.


    What if…


    [image: ] …the patient experience and journey were streamlined so that administrative friction, paperwork, documentation, and the burden on the patient of denied claims and erroneous and surprise billing were removed?


    [image: ] …providers actually treated patients like consumers with a simplified experience, alternative ways to access care, and online conveniences?


    [image: ] …providers were able to spend their time focusing exclusively on delivering care and healing rather than spending over half of their time documenting and justifying procedures?1


    [image: ] …providers and payers were able to eliminate the friction (effort, cost, and frustration) caused by the endless back-and-forth to determine the validity of coverage and claims?


    [image: ] …healthcare costs were reduced through the use of analytics and predictive models that leveraged large pools of data to better understand the short- and long-term costs of different outcomes on patient populations and individual patients?


     


    No doubt, it’s a stretch to imagine that sort of healthcare system in the next five to ten years. However, the unabashedly bold claim presented here is that all of this is possible. The changes I’m suggesting will not only increase capacity and quality while decreasing the costs of healthcare, but also improve access to healthcare. Granted, that’s a tall order, but it is not only achievable; it’s achievable in the near term without a wholesale restructuring of healthcare, all the while preserving the option of choice for the patient and the benefit of significantly improved outcomes.


    One last thing before we move on. The question I encountered regularly while researching and writing this book was, “Why now—what makes this point in time so critical to make a change?” As this book was being written, the US was still in the longest economic boom since the 1920s. GDP had been steadily rising for over a decade. Unemployment hadn’t been this low since Diana Ross and the Supremes topped the Billboard charts. The fifteen largest companies in the US had nearly one trillion dollars of cash in the bank.2 Although healthcare is no less broken because of this, its brokenness is much more tolerable in a healthy economy since more people have greater means to pay out of pocket. But that would imply that now is not a good time, right?
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    In 2010, when the ACA (the Affordable Care Act or Obamacare) was passed, the country was just coming out of a recession, with unemployment having reached 9.9 percent in the prior year. The nation was in pain, and political will and social support for change is almost always commensurate with the current degree of socioeconomic pain, which fuels the desire for change. However, if we wait for an economic crisis, the political will and public appetite to make drastic changes to healthcare may be adequate to push through nearly any policy change, but we will end up with crisis-mode decision-making, which is reactionary and rarely bodes well for the best long-term outcomes. Instead, as we’ll see, it results in precisely the sort of patchwork healthcare policy that has led us to where we are today.


    Today we have the luxury of making conscious and deliberate decisions about healthcare from a position of some economic strength on the part of providers, payers, and patients. None of this dismisses the importance of policy change. This will be necessary, and it will occur—but if history is any indication, it’ll happen only when all other options have been taken off the table. Why not take advantage of this unique moment in time to start creating a healthcare system that we can live with?


    The Ten Hidden Culprits of Quality Healthcare



    Fixing the US healthcare system is one of the greatest challenges we face as a society. But trying to deconstruct the subject in a way that makes it meaningful and easy to understand can be daunting. To help us in our discussion, I’ll use what I call the Ten Culprits of healthcare.


    Although we all face these ten challenges on a regular basis, most of us feel helpless to do anything about them. As with so many of the costs involved in running any business, we accept them as simply the price to pay for the system we have, however dysfunctional it may be. Besides, we have no choice but to accept them since it’s the only healthcare system the overwhelming majority of us have access to. Like the citizens of an impoverished economy, we wait in breadlines because that’s the only place to get bread.
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    The irony is that we all know what the basic problems are. None of these Ten Culprits should come as a surprise. In fact, I expect you will nod your head in familiarity (or frustration) when you read through each one. As my friend Bill Shickolovich, CIO and executive VP at Tufts Medical Center, said to me, “We know what the elephant in the room is. We all agree it’s there. We can all see it clearly. We just can’t get it to move, no matter how many peanuts we throw at it!”


    Well, in this case, there are ten elephants in the room. Notice, however, that I specifically call them the Ten Culprits and not the Ten Costs. That’s because although they all have some negative impact on cost, the more critical effect they have is on the quality of care.


    As we encounter each of these Culprits throughout the book, we will often call them out in order to point out how they individually and collectively undermine the US healthcare system. Later in the book, we will take them on one by one as we suggest ways to solve the US healthcare crisis.


    1. The Anonymous Patient. Despite all the efforts to create medical records that are portable and shareable, there is still no single continuous repository of patient data that can be used to provide a reliable context for the treatment of patients and the projection of their outcomes. The problem lies in the fact that sharing of this data still happens within silos of provider organizations and insurers. As patients move from provider to provider and insurer to insurer, their continuity of care suffers as their health history is hidden in myriad healthcare systems.


    2. The Asymmetry Between Costs and Outcomes. A lack of visibility into the relationship between costs and outcomes of a healthcare procedure, treatment, or therapy prevents patients and doctors from treating patients in a way that adequately balances cost and risk. Furthermore, large-scale studies have shown that there is no correlation between the cost of healthcare and outcomes.3 The result is an inherent asymmetry and lack of consistent alignment between the cost of a procedure and its impact on healthcare outcomes. Any relationship between the two is hidden and often incalculable. Try to come up with any other case when you are involved in a commercial transaction without being able to weigh costs against outcomes. It just doesn’t exist because we would never tolerate it anywhere else.


    3. The Episodic Care Conundrum. A disconnected healthcare life cycle creates vast opportunity for errors, redundancy, suboptimal treatments, and diagnostic failures. This goes beyond just having a single data source for a patient’s history, as in Culprit #1. The disconnected nature of healthcare comes from the inability not only to share data, but also to coordinate a patient’s life cycle of integrated care. This makes predictive methods to determine diagnostics and interventions nearly impossible. As a result, we are constantly stuck treating individual symptoms and not the underlying issues. This has an impact on both individual outcomes and public health issues such as diabetes, kidney disease, and Alzheimer’s, which are among the most prevalent and costly diseases on the rise involving large populations of patients.


    4. The Complexity Crisis. Our healthcare system has simply become too complex and sophisticated for humans to handle on their own without the use of much more sophisticated technologies such as data analytics, artificial intelligence (AI), and machine learning, which can quickly interpret the uniqueness of each patient’s situation and handle the enormity of administrative work required for each patient. Consider that a typical primary care doctor has a panel of 1,200–1,900 patients4 to deal with on an ongoing basis. Attempting to diagnose, treat, coordinate care for, and document that many patients—especially as the number of diagnostic codes and the number of treatments increase radically—is next to impossible. And that’s for patients lucky enough to have a primary care physician. According to a Kaiser Family Foundation report, 28 percent of US men (45 percent for Hispanic Americans) do not have a primary care doctor.5 As we’ll see, patients without a PCP increase the complexity and cost of healthcare by relying on specialists and emergency room visits. The complexity of medicine is not going to subside, especially as the population ages. As we’ll see, it will not be solved by adding more PCPs—there just aren’t enough of them. What we can do is radically decrease administrative complexity and costs.


    5. The Missing Link. There is no single interorganizational entity to coordinate all the pieces of the healthcare system that need to be synchronized among patients, payers, and providers in order to coordinate care that both minimizes costs and optimizes outcomes. This sounds a lot like Culprits #1, #2, and #4. The difference is that it’s not about the data as much as the hidden processes. Tracking the data and tasks needed to coordinate healthcare can never happen without an independent third party to streamline the care and management of administrative transactions and processes, as opposed to expecting it to happen organically through standards or a government-imposed entity.


    6. Drifting from the Core. Healthcare providers have been forced to take on the responsibility of managing many administrative aspects of care, such as documentation, coding, and billing procedures, which detract them from their core competency of caring for the patient. For example, a physician spends two hours on the electronic health recordi (EHR) and desk work for each hour of direct patient care.6 Hospitals are also increasingly turning to mergers to alleviate eroding profit margins by at least leveraging shared services and buying power through the economies of scale of larger providers. Hidden in all of this is a dirty little secret about healthcare: economies of scale drive up costs. And, as we’ll see, these mergers can actually have a negative impact on the overall quality of care and outcomes.


    1.The Tragedy of the Commons. Healthcare is an inherently complex process that has evolved organically without a clear or well-designed overarching architecture. This has resulted in myriad participants (providers, physicians, clinicians, payers, and administrators) involved in the delivery of healthcare, each one attempting to optimize their own metrics for success. While this may appear to be advantageous for each individual participant, its overall effect is to erode the patient experience and dramatically increase costs and the potential for fraud through extensive gaming of the system.


    2.Defensive Medicine. The practice of physicians ordering unnecessary tests and procedures in order to protect themselves from the potential of malpractice, although the tests have no benefit to the patient, results in up to 25 percent of all healthcare costs according to Gallup.7 That comes to about $2,000 per person per year of unneeded procedures such as x-rays, blood tests, MRIs, and CT scans. A 2012 survey conducted by the American Academy of Orthopaedic Surgeons found that 96 percent of its doctors self-reported the practice of defensive medicine.8 Researchers at Vanderbilt University found that the nation’s orthopedic surgeons alone accounted for $173 million a month, nearly $2 billion annually, of defensive medicine. A 2015 survey conducted by the Congress of Neurological Surgeons found that 75 percent of neurosurgeons reported practicing defensive medicine to protect themselves from litigation. A 2017 survey of 2,106 physicians reported that 20.6 percent of overall medical care was unnecessary. The most common cited reason for overtreatment was fear of malpractice at 84.7 percent.


    3.The Primary Care Crisis. There is a growing shortage of primary care physicians in the United States. According to the Association of American Medical Colleges, the US will see a shortage of up to 120,000 physicians by 2030.9 Primary care physicians are potentially the single most important factor in determining quality healthcare and patient longevity. Because they also balance the costs and benefits of treatment plans, primary care doctors also ultimately determine much of the cost effectiveness of the healthcare system. The lack of enough PCPs may well be one of the greatest hidden threats to the long-term effectiveness of any healthcare model, since the relationship between patients and their physicians is a foundational cornerstone of a patient-centered approach.


    4.The Aging of America. An aging demographic will multiply the consequences of the above Culprits dramatically over the next two decades, ultimately making today’s healthcare models economically unsustainable.


     


    These Ten Culprits are at the heart of why the US healthcare system has become the most expensive in the world. However, they are also present to some degree in virtually every industrial-era healthcare system across the globe, regardless of the payer. As we look at the current state of healthcare and plot a trajectory for its future, we will come back to these regularly.


    Friction(less)



    Before we go much further it’s important to clarify what I mean by the term friction because it’s a central theme we will explore throughout the book.


    In engineering, friction is a force that acts on a moving object and creates resistance, which slows the object down. Here, friction refers to the many administrative resources and systems that do not add value to the healthcare system. Administrative overhead creates resistance to change, slows the delivery of care, overcomplicates and frustrates the patient experience, creates impediments to delivering quality affordable healthcare, and pits providers against payers and forces gaming of the system by both. Ultimately, friction restricts the innovation of new business models through which to deliver better healthcare outcomes.
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