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COMMENTARY

Jelf Goldsmith

investing in clinical IT

Hospital CFOs can play a key role in health care’s long-overdue
productivity revolution.
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The Futwre of Capital Spending, HFMA's third Financing the Future report
{Mareh qmﬂ. [uuﬁnl.llhr. Surprising rﬂ'ul'l':nl':nu"rq. Thrlrl.rrpnnrm
the emerging primacy of information technology (IT) investment in the
hospital capital spending mix: the three highest priority capital spending
items were all technology investments—digital radiology, computerized
physician arder entry (CPOE). and major IT system investment. By contrast,
increasing bed capacity was a distant eighth on the List.

Traditional Clinical IT Processes

These results are heanening. and strongly suggest a long overdue recogni-
ton that the primitive state of IT in hospitals constrains their ability to
improve both operating performance and patient safety. They also recognize
that traditional hospital strategy, which has focused on revenue enhance-
ment and service-line development, may have reached a point of diminish-
ing economie returns and now requires fundamental retooling asd
rethinking of core clinical processes,

The current generation of hospital CEOs has spent a good portion of their
caneers lighting a multifront rear-guard action sgainst external threats (o
their franchises, These threats inchaded the revenue-ercding influence of
hiealth plans, the entreprencarial development by medical staff members of
competing ambulatory services, and incursions by investor-owned rivals
into their markets. CEOs felt compelled by rising market chaos to foeuss
most of their energies ouiside their institutions in menger-and -acquisi-
Lign - orienled strategies.

For most of the past 20 years, inpatient services sither declined in valume ar
grew modestly. Ambulatory volumes (particularly surgery and imaging) grew
reliably, but much less rapidly than overall market demand for comparable
gervices, While CEOs focused on external threats, hespital operations and
the political complexitics associated with them were delegated to a frus-
trated cadre of clinical managers who felt that what they were doing was not
appreciated by those in charge.

Signa of erosion of the clinical services enterprise were abundant, but fre-

quently ignored. The most important of these signs were flagging morale
among clinical staff (physician and nonphysician) and the increasing
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scarcity of personmel in skill positions of all
descriptions in hospitals. Simply put, hospitals
burned out an entire generation of care givers
and their supervisors, who spent a good portion
of their days either documenting care or fighting
the hospital's primitive seheduling and resource
management systems, which relied wpon the use
of paper and telephone-based suppart.

The costs of burnou and tarnover—that ks,
replacing experienced clinical specialinis
[purses, pharmacists, radiology technicians, and
nthers} with inexperienced people—rarely pene-
trated G0 consciousness. This EE'PII"I].}' becaise
hospital accounting has not traditionally incor-
paraied human capital costs inte the equation.
These issues began attracting CFQ attention as
riging raes of overtime use and the exiorlionate
poet of temporary stafling agencies began clob-
bering operating carnings in the late 19908,
Hospitals saw almaost a 3o-year trend of steadily
increasing FTEs per lﬂjulni nm.l.]:'lﬁd beds
finally end in the late 1ggo=, when it could be
argued that hospitals simply ran out of replace-

ment troaps.

Meanwhile, outside the hoapital in the general
economy, firms were reaping sustained gains
from the use of IT to redefine and improve their
hasiness processes. Thess prndu.i:lir.i.i}' El.u:l.l
were the key to the extraordinary boom seen in
the United States and other modern economiss
during the same period. These gains—most pro-
noumced in retail and wholesale distribution,
computer manufsciure, lnancial services, and

telscommunications—were the direct result of
strategic investments in IT, and the creation of
new and agile enterprises.

Hospital executives recognize that their ability to
pEnErate new revenses o cover the increased cost
and complexity of healtheare delivery will e
eompromised in future years, nol only by state
and federal budget deficits. but also by the rising
share of healthcare costs being borne directly by
consumers through increased cost sharing.
'P'md,l.mtivil]l pi-:n.u represent the sole salvatvrn ol
hospitals in a resource-constrained world, and
iy canmol be achicved without tilting the capital
spending mix toward IT.
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PAPERWORK SLOWING
YOUR REVENUE CYCLE:

Paper files consume time and space. LaserFiche
electronically streamlines medical records,
improves billing processes and assures HIPAA
privacy compliance. Nurses, physicians and
support staff have immediare, secure access to
each patient’s medical history. And the finance
office settles patient accounts faster...to ensure
the health of your organization.

Call 800-985-8533 to receive a free guide to
improving efficiency with digital patient
records.

((LASERFH:HE‘

wuu}.u:ﬁrﬁf. Caa

D004 Compulink Mansgement Cosaer, Do, All sighas sesauved,

S8 ALCIET 2004 Bealibears nancial management

COMMENTARY

This situation is going to push many hospital
CEDs and boards outaide their comfort zones.
Expanding physical plants and purchasing radi
ology equipment are Bamiliar and gratifying exer-
ciscs of executive authority. Moreover, there are
powerful constituencies on hospital boards and
in the medical siaff that can be counted on io
applaud these investments, [t is also relatively
eagy to quantily the potential refurn on invested
capital in many of these familiar uses,

IT imvestment, on the sther hand, is risky and
unaettling to CECk, Most CEQs had limited
preparation in their training fnrundtrn:l.rldi.ng
IT, and their career experiences have been littered
with dizgstrous “partnerships” with [T vendors
and a checkered history of IT implementations., IT
vendors have often misrepresented the state of
maturity of the applications they sell, recnaiting
unwitting “alpha” site hospital partners.

CFOs have complained, partbeularly about elindeal
IT applications, that they cannot document ade-
quately the return on capital for these invesi-
ments, This i because it is politically difficult
and n:nrtnﬁr:.ri.a!h' tlu].lenging L] L‘|1.II:IEE the oper-
ating culture of hospitals sufficiently to realize
thiese pir.u:. To implemr.nl clinical |'T]'.lm-|.|-:r]_}',
clinkeal process and workflows musst be
redesigned (o eliminale wasted motion and
unnecessary clerical tasks performed by scarce
clinical personnel. Huge portions of nursing and
other direct patient care time deveted to docu-
mentation amd m:hﬂluling can be deplﬂ}'ﬂi i
direct care activities if clinical process is appro
priately “reframed.”

This reframing, however. is enormously disrup-
tive of established clinical routines. 1T elinieal IT
implementation is done properly, “everyone's
cheese gets moved,” Without the appropriate
invalvement of care Ei'l'l!r.l, and broad and d.-l:l:'p
medical stalf support, internal “immunesys-
tems” will rise up and kill the IT implementation
process. This is why hospital CEDs and senior
MARAZEEnT must e 'pup.lr-:d o Er.l:thz'iriuudl
dirty, and to commit sulficient attention and
political capital to see the implementation
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through. IT implementation and clinical irans have adverse Medicare payment conssquences
formation go hand in hamd; merely to purchase for inpatient care).
the technology and delegate the ealture and
process change required to the technology part - CFOs must also stretch beyond their own comfort
mer is 1o invite a costly and embarrassing failure.  zones in revenue cyele and enterprise resource

management applications. CFOs must become

What Can CFOs Do? techmically literate and involved in clinical IT
CFOs can help with this process. They can ensure  issues. CFOs have a vahable contribution to make
that pmduﬂ ivity gains claimed in clinical I'T in midwifing a new era of elindeal productivity,
implementations are realized in practics. They accountability, and quality, and in helping their
can monitor the redesign 1o ensure that clerical CEOs and boards make intelligent purchasing and
employment is redwced , and nursing hours actu implementation decisions, lmplementing change
ally spent in direct patient
care increase as the
Al Implementing change of any kind is the
matures. They shoald
tnsist on reduced soft underbelly of many healthcare enterprises.

furnover, AFCOCY W, and

overtime in direct patient

care positions, with approprisie lead times for
implementation bailt in. They shoald set
process-improvement targets, particularly for
reduced adverse drug events, improved results
reparting (leading to shorter lengthe of stay), and
reduced requests for duplicative testing (which

of any kind is the saft underbelly of many health
care enterprises. However, with patience and
enlightened leadership, CFUs can help their
inatitutions make more effective use of scarce
clinical perEOmpoOwer ard ﬂ'!!l.l.‘ll.‘ll thse hiealth
and well- being of their patients, ®

ol ALCUST 3004 B9





