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What Can Healthcare 
Learn From Other  
Industries? 5 Lessons 
By Molly Gamble

Healthcare reform is pushing the industry into uncharted territory. 
Healthcare providers must make decisions without precedent, and 
consumers are savvier than ever. Change this monumental cannot be 
achieved in a vacuum or with an insular approach. As a result, healthcare 
is borrowing lessons and business models conceived and implemented 
within other industries: hotels, automakers, media, retailers, service pro-
viders and financial institutions. As disparate as these fields may be from 

Hospital and Health  
System Strategy in 2012: 
6 Key Initiatives
By Sabrina Rodak

To meet goals of  improved quality and reduced costs in today’s chang-
ing healthcare environment, hospitals are being forced to be creative 
and flexible in their strategies. As part of  the transformation to value-
based care, many hospitals are beginning to focus strategies on popula-
tion health management, one of  the core goals of  healthcare reform. 
Managing population health will require close relationships with physi-
cians, partnerships with organizations in the community and expan-
sion into preventative and outpatient care. Here are six key strategies 
forward-thinking hospitals and health systems are using to achieve 
population health management and other quality and cost goals. 
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REGISTER TODAY! 
Becker’s Hospital Review  
CEO Strategy Roundtable

Nov. 1, 2012, 4-6 p.m., Dinner and reception to follow
 Ritz Carlton, Chicago

Come listen to 11 panelists discuss their biggest concerns
and how they are addressing them.

Limited to 100 Attendees. To register or for   
sponsorship options, please call Jessica Cole  

at (800) 417-2035 or visit
www.beckershospitalreview.com/novhospitalevent.html

Credit  
Downgrades: 
How Could 
They Impact  
a Hospital’s  
Capital  
Structure?
By Bob Herman

Through the first six months of  2012, 
non-profit hospital credit downgrades 
have outnumbered upgrades 23 to 20, 
and there were 12 downgrades alone in 
the second quarter.

It’s easy to overlook the plethora of  credit 
upgrades, downgrades and affirmations 
when ratings agencies release their re-
ports, but astute hospitals that are looking 
to maintain solid standings in the credit 
markets should understand the bearings 
behind the credit market and how down-
grades could negatively impact their capi-
tal structures.

The basis behind  
downgrades
Three credit rating agencies assign ratings 
for hospital and health system issuers: 

continued on page 42
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Today, Sandlot Solutions is providing the foundation supporting the management of care for millions of patients and has 
delivered a multi-million dollar ROI for those using this innovative health care technology platform. Sandlot Solutions 
offers proven, advanced technology for more informed clinical decisions and improved patient outcomes by combining 
our Next Generation Health Information Exchange (HIE) with a Data and Analytics Toolset.

Sandlot Solutions, transforming the way you operate by providing the right information, at the right time, in the right format.

Find out more.  
For a demo of Sandlot Solutions, call (800) 370-1393.  

Or, visit us online at sandlotsolutions.com.

©2012 Sandlot Solutions, Inc.  All rights reserved.

Developed by practicing physicians, 
the system displays patient records 
the way physicians want to see them.

Comprehensive analytics and 
reporting, provides decision 
support tools at the point of care.

Streamlines the physicians’ daily 
operating processes, no interruption 
to the patient workflow.
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HELP WHERE HOSPITALS NEED IT.

972.943.6400     CommunityHospitalCorp.com

Community Hospital Corporation owns, manages 
and consults with hospitals through three distinct 
organizations — CHC Hospitals, CHC Consulting and 
CHC Continue Care, which share a common 
purpose of preserving and protecting community 
hospitals.

Hometown hospitals are deeply rooted in the communities they serve. 
Still, they must advance with the times. CHC brings help where 
hospitals need it, providing onsite assistance with strategic vision, 
financial performance,  operations, and regulatory compliance. 
Depending on your hospital’s needs, CHC offers solutions ranging from 
consulting services to hospital management and ownership. If you 
don’t know what your next move should be, please call CHC today.  
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October Special Issue. We are pleased to share with you the Octo-
ber issue of  Becker’s Hospital Review. This special “Strategy & Innovation 
Issue” features several articles on hospital and health system strategy 
and how it will be impacted by healthcare reform and reimbursement 
changes. Mayo Clinic Phoenix’s Wyatt Decker, MD, Sacred Heart Hos-
pital’s Julie Manas and UC Health University Hospital’s Brian Gibler, 
MD, all share their thoughts for hospital strategy going into 2013 on 
page 28 of  this issue. Also included in this issue are Q&As with two 
leading hospital executives: Kenneth David, MD, CEO of  The Mount 
Sinai Medical Center in New York City, and Melinda Estes, MD, CEO 
of  Saint Luke’s Health System in Kansas City, Mo. Both share their in-
sight on challenges facing their organizations and opportunities ahead 
for healthcare delivery.

CEO Strategy Roundtable. The Becker’s Hospital Review Annual CEO 
Roundtable will be held Nov. 1, 2012, at the Ritz-Carlton Chicago. Ten 
CEOs from leading hospitals and health systems around the country and 
Quint Studer, founder of  the Studer Group, will participate in the discus-
sion. Featured CEOs include Dean Harrison of  Northwestern Memorial 
Hospital, Bill Leaver of  Iowa Health System and Jim Skogsbergh of  Ad-
vocate Health Care, among others. The event will be co-chaired by myself  
and Chuck Lauer, former publisher of  Modern Healthcare. 

Sessions will be held from 4 to 6 p.m. and will be followed by a networking 
dinner. For more information or if  you are interested in attending, contact 
Jessica Cole at jcole@beckershealthcare.com. 

2013 Annual Meeting. Please save the date for our 2013 Becker’s Hospital 
Review Annual Meeting, May 9-11, 2013, at the Westin Michigan Avenue in 
Chicago. Keynote speakers include legendary football coach Lou Holtz and 
Brett Baier, host of  “Special Report with Brett Baier” on Fox News Channel. 
The event will also feature leading hospital and health system CEO and 
CFO speakers and will include roundtables of  CEOs and CFOs from sys-
tems across the country discussing current opportunities, challenges and 
strategies for hospitals. 

Should you have any questions or if  we can be of  help in any manner, 
please do not hesitate to contact me at sbecker@beckershealthcare.com or 
call me at (800) 417-2035.  

Very truly yours,

Scott Becker

Publisher’s Letter
Becker’s Hospital Review Special Strategy & Innovation Issue; 
CEO Strategy Roundtable; 2013 Annual Meeting
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1. Forming relationships with physicians. 
Hospital-physician relationships have changed dramatically in recent years, 
with physicians moving from private practice to hospital employment or 
partnership in droves. Hospitals are beginning to leverage this relationship 
for a variety of  initiatives. 

Larry B. Anderson, CEO of  Tri-City Medical Center in Oceanside, Calif., 
says aligning with physicians has been a key strategy for his facility. “Tri-
City Medical Center has pursued a very specific and deliberate strategy of  
partnering with our physicians, and much of  our recent success is attrib-
uted to that strategy,” he says. 

Market share
On a basic level, partnering with physicians gives hospitals the opportunity 
to expand their market share, as physicians are typically the source of  pa-
tient referrals.  “To get patients, you have to have a relationship with physi-
cians,” says J.R. Thomas, CEO of  physician alignment firm MedSynergies. 
“It’s the most important thing [hospitals] can do today.”

Hospital quality 
Beyond increasing market share, physicians can also help hospitals increase 
quality. Engaging physicians is crucial to any quality improvement project be-
cause they are the ones delivering care directly to the patient. “There’s work 
that needs to be done around the clinical care delivery model, and physicians 
need to lead that work,” says Bill Woodson, senior vice president at health-
care analytics company Sg2. Involving physicians in leadership of  the hospi-
tal can ensure everyone’s goals are aligned and that the focus stays on quality. 

Population health management
Beyond the hospital walls, hospitals’ relationships with physicians are also 
a valuable strategy in improving population health. “Physician employment 
is not an end in itself,” Mr. Thomas says. “It’s a vehicle to provide health-
care needed by the marketplace.” By partnering with physicians, hospitals 
gain access to a wider data set of  the community, allowing providers to 
identify and address areas of  need in the population. Collaborating with 
physicians on data collection and analysis can help hospitals manage popu-
lation health. Furthermore, a crucial part of  managing population health is 
improving access to preventive care, which is largely provided by physicians 
through yearly checkups and other screenings. 

2. Pursuing payor relationships and new 
revenue models. 
Many hospitals seeking to reduce costs and improve quality are seeking 
new relationships with payors to create payment models that reward value. 
Hospitals use these new models, such as accountable care organizations 
and bundled payments, as strategies to align incentives for low-cost, high-
quality care. 

Hospitals are partnering with payors such as BlueCross BlueShield and 
others to support quality improvement and reduce costs. For example, in 
January, Boston Children’s Hospital, its affiliate physician organizations and 
BlueCross and BlueShield of  Massachusetts committed to an Alternative 
Quality Contract that rewards hospitals and physicians for quality, includ-
ing the management of  chronic illnesses. These types of  arrangements 
help hospitals reach their goal of  managing population health by funding 
quality improvement projects.  

Hospital and Health System Strategy in 2012: 6 Key Initiatives
(continued from page 1)
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Some payors are aggressively pursuing ACO-type arrangements to lower 
costs. Health insurer Cigna, for instance, announced it is on pace to create 
100 accountable care initiatives by 2014 and bring accountable care to 1 
million total customers.

Formalizing coordination of care
ACOs and other collaborative care delivery models are also a useful strat-
egy because they formalize the coordination of  care — their definition 
requires a level of  partnership between hospitals, physicians and payors. 
An ACO can therefore provide an avenue for hospitals to build a relation-
ship with physicians and community organizations to coordinate care and 
improve population health. 

3. Partnering with the community. 
In addition to partnering with physicians and payors, hospitals are partner-
ing with other organizations in the community to better coordinate ser-
vices for patients along the continuum of  care. 

For example, Stanford Hospitals & Clinics in Palo Alto, Calif., includes 
these partnership efforts in its strategy. “Stanford has been collaborat-
ing with physicians, employers, beneficiaries and payors to deliver its 
unique blend of  leading edge and coordinated care through a number 
of  modalities,” says Amir Dan Rubin, Stanford Hospitals & Clinics’ 
president and CEO. 

Managing transitions of care
Collaborating with organizations in the community such as nursing homes 
and long-term care facilities can help hospitals manage transitions of  care 
and improve population health. For example, Grand Rapids, Mich.-based 
Spectrum Health works closely with post-acute care providers to prevent 
heart failure patient readmissions. Spectrum Health teaches staff  at a local 
rehabilitation facility how to monitor heart failure patients’ salt and fluid 
intake, weight and other symptoms to ensure patients receive appropriate 
care after hospital discharge.

Scott Regan, founder and CEO of  AchieveIt, a strategic planning com-
pany, says many hospitals are working to manage population health, but 
many “are going back to the old standby strategy of  staffing a call center 
and regularly calling patients with chronic illnesses to ensure they are com-
pliant with their treatment regimen. 

“I doubt this is the answer, as behavioral modification is often driven by 
very complex issues, such as access to healthcare, insurance, ability to af-
ford medication and a good social support network,” he says. “Simply call-
ing patients and reminding them to take their blood pressure medication 
does not [do any] good if  the patient[s] cannot afford their blood pressure 
medication. We need to get at the systemic issues if  we really want to see a 
change in community health.” 

Sharing data in the community
Some hospitals aim to better manage population health by partnering to 
share data on patients throughout the community to identify current prob-
lems and strategize ways to eliminate them. Health information technology 
systems such as electronic health records and health information exchange 
can help hospitals gather more complete data on the population. 

“Forward-thinking health systems have realized that we’re more dependent 
on one another than ever before. Hospitals will begin taking risk for 30-day 
readmissions and diagnostic bundles without the ability to constrain patient 
choice in service selection. ACOs are in a similar situation, and both cases 
make having access to patient information from across the community 
critical,” says David Kendrick, MD, CEO of  MyHealth Access Network, a 
group of  healthcare organizations that formed a community-wide health 
information system in Tulsa, Okla. 

4. Focusing on the outpatient arena. 
Another strategy many hospitals are using to reduce costs is investing in 

outpatient care, as the goals of  healthcare reform — increased quality, de-
creased cost and improved population health — will shift much of  patient 
care to less expensive outpatient settings. 

“In our ever-evolving healthcare landscape, the key issue for Catholic 
Health Initiatives, and all health systems, is to implement ways to keep 
people healthy,” says Kevin Lofton, president and CEO of  the Englewood, 
Colo.-based system. “We must shift from a hospital-centric to a truly in-
tegrated system — essentially, creating clinically integrated networks that 
provide care across the continuum. It’s a transformational change that will 
help us organize and operate in fundamentally new ways to improve care 
and make us more efficient at the same time.”

Remaining relevant
Hospitals are building facilities such as ambulatory surgery centers, out-
patient health centers and urgent care centers to remain relevant in an in-
dustry that is beginning to focus on keeping patients out of  the hospital. 
“The center of  gravity will start to move away from hospitals and toward 
ambulatory and physician enterprises, where patients have more frequent 
experiences,” Mr. Woodson of  Sg2 says. “Hospitals will remain essential, 
but will be more on the cost side of  the equation, not as much on the 
profitability side.”

Increasing access to care
In addition to investing in outpatient facilities, hospitals are focusing on 
outpatient care as a core competency, emphasizing the need to make care 
more accessible to patients. Increased access to care can lead to increased 
market share and an opportunity to better manage population health. 

For example, in early May, Cleveland-based MetroHealth broke ground 
on the $23 million MetroHealth Middleburg Heights November Family 
Health Center — the first of  four new outpatient suburban health centers. 
The addition of  community-based outpatient centers is part of  the health 
system’s strategy to increase access to care, improve quality and reduce 
cost. Bringing care closer to patients makes services more convenient for 
patients, which may motivate patients to seek preventive care, one of  the 
key elements of  population health. 

5. Investing in technology. 
Investing in technology is also a key strategy for hospitals, not only to 
meet meaningful use requirements, but also to more easily connect with 
physicians, payors and the community — strategies discussed above — 
and to gather data necessary for improving quality. Health IT systems 
enable hospitals to capture metrics relating to the practice and outcomes 
of  the delivery of  care to identify areas that need improvement and track 
progress. Furthermore, resources such as decision support tools and 
computerized provider order entry help physicians improve quality and 
avoid medical errors. 

“The implementation of  electronic medical records has changed the 
way we’re able to provide care for our patients,” says Charles O’Brien, 
MD, president of  Sanford USD Medical Center in Sioux Falls, S.D. “The 
implementation of  EMR saves time and ensures patients’ information is 
always up-to-date. It’s critical for healthcare providers and staff  to find 
the information they need to provide patient care and perform adminis-
trative tasks.”

6. Merging with other hospitals and health-
care systems. 
Mergers and acquisitions in the healthcare industry have spiked in the last 
few years as hospitals use consolidation as a strategy to gain capital nec-
essary for health IT investments, outpatient facility construction, physi-
cian partnerships and other projects. In fact, the 2011 hospital merger and 
acquisition market saw the highest level of  deal making since 2007, with 
90 deals targeting 156 hospitals, according to “The Health Care Services 
Acquisition Report, 18th Edition” by Irving Levin Associates. 
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healthcare, they share the oldest and most basic 
economic concept: supply and demand. 

Richard Afable, MD, president and CEO of  
Hoag Memorial Hospital Presbyterian in New-
port Beach, Calif., takes a basic perspective 
when comparing healthcare to other industries. 
“It’s almost primal,” he says. “The rules of  
supply and demand and consumerism are al-
most like gravity. They will always win the day. 
What’s changing in healthcare is on the demand 
side. What people, employers, the government 
and retiree groups want is changing. That’s 
what we’re thinking about going forward. We’re 
not trying to think about how to best adapt to 
[healthcare reform].” 

What do hospitals, hotels, restaurants, newspapers, 
banks and automakers have in common? More 
than you might think. Here are five healthcare les-
sons with roots in other American industries. 

1. Lesson: There are simultaneous de-
mands for standardization and person-
alization, and both must be met.   

Examplars: Retail, restaurant and hospitality 
industries. 

Reduced reimbursement is forcing hospitals and 
other providers to “do more with less,” rein-
forcing the need for productivity and efficiency. 
Healthcare has already been characterized as 
one of  the most widely inefficient sectors in the 
economy as it is, and many economists are look-
ing to the retail, restaurant and hospitality indus-
tries as models to change that.  

Some of  the industry’s brightest minds are ex-
ploring the connotations behind “big medicine,” 
suggesting it does not have to stand in stark op-
position to patient-centered care. Big medicine is 
a term used to describe standardized care deliv-
ery, often in large, integrated health systems with 
hospital-employed physicians. 

Atul Gawande, MD, a surgeon at Brigham and 

Women’s Hospital in Boston and regular con-
tributor to The New Yorker, made waves this 
summer when he compared modern healthcare 
delivery to The Cheesecake Factory, praising the 
chain restaurant’s quality food, predictable expe-
rience and reasonable prices, and finding fault 
with healthcare’s versions of  all three.

“We can bristle at the ideas of  chains and mass 
production, with their homogeneity, predictabil-
ity and constant genuflection to the value-for-
money god,” Dr. Gawande wrote. “Then you 
spend a bad night in a ‘quaint’ ‘one of  a kind’ 
bed-and-breakfast that turns out to have a man-
ic, halitoxic innkeeper who can’t keep the hot 
water running, and it’s right back to the Hyatt.” 

Dr. Afable says the strategies of  big medicine — 
while gaining recognition — do not generalize 
well and aren’t a conclusive solution. He main-
tains that healthcare providers need to master 
two types of  care delivery: factory-like efficien-
cies for predictable procedures and the custom-
ized care coordination for specialized cases. For 
example, a 65-year-old, relatively healthy patient 
in need of  a knee replacement has different 
needs than an 85-year-old nursing home resident 
with underlying dementia, heart disease, diabetes 
and no family in the area.   

Healthcare providers must be cognizant of  these 
distinctions while balancing demands for in-
creased efficiency and standardization. “A knee 
replacement is a perfect example of  [a service] 
in which the creation of  a consistent, highly pre-
dictable product at an affordable cost is the best 
care possible. There are many things in health-
care that go that way,” says Dr. Afable.  

2. Lesson: When provided with more 
convenient delivery options that do 
not compromise quality, consumers 
change habits in a heartbeat.   

Examplar: Retail industry and media. 

Healthcare and retail are increasingly inter-
twined, but particularly with the current boom 
of  urgent care centers and retail clinics. The fact 
that Mayo Clinic is looking into care delivery set-

tings within the Mall of  America in Blooming-
ton, Minn., is a living analogy for the intersec-
tion of  the two industries. 

Some of  America’s most prominent hospitals 
are expanding into suburban malls and drug-
stores, and for good reason: The number of  
patients visiting retail clinics rocketed from 1.48 
million in 2006 to 5.97 million in 2009. That’s 
more than a four-fold increase. Along with retail 
clinics, patients recognize the value in alterna-
tive healthcare delivery, like telemedicine. One 
company called HealthSpot is even rolling out 
a combination of  retail care and telemedicine in 
its Care4Stations, which have been described as 
“ATMs for healthcare.” 

Patients have more choice in how, when and where 
they receive care, and they’re prepared to walk away 
from hospitals that don’t meet their expectations, 
including expectations of  convenience. In a re-
cent PricewaterhouseCoopers survey, 34 percent 
of  consumers said they would change their habits 
based on their healthcare experience. 

“We didn’t expect to see patients voting with 
their feet as much as we did. In general, for most 
industries, 25 to 35 percent of  people are will-
ing to change given their experience,” says Paul 
D’Alessandro, leader of  the customer and pa-
tient experience practice at PwC. “People are 
saying, ‘You know what? I have a [healthcare] 
alternative today that I didn’t have in the past.’”

This trend mirrors major changes in entertain-
ment and book retailing that have accelerated over 
the past five years. The accessible and convenient 
nature of  tools and outlets like NetFlix, iPads, 
Kindles, OnDemand television, Hulu and You-
Tube helped shove bricks and mortar stores like 
Borders and Blockbuster into bankruptcy. There 
is a similar parallel in the newspaper industry, as 
readers continue to gather news from social me-
dia and websites opposed to print subscriptions. 

3. Lesson: Consumers expect risk 
management and security innovations 
in new delivery platforms. 

Examplar: Banking industry.  

What Can Healthcare Learn From Other  
Industries? 5 Lessons 
(continued from page 1)

Strategy for survival vs. strategy for continued 
growth
Some hospitals are merging with larger healthcare systems out of  a need 
for survival, having suffered steep budget cuts and shrinking patient vol-
ume. These hospitals may need to close if  they don’t find a partner, so they 
pursue a merger as a strategy for gaining capital and continuing to offer 
care in the community.

For larger hospitals and health systems, mergers and acquisitions are a 
strategy to increase market share, improve quality, gain efficiencies and 
reduce costs by eliminating unnecessary, duplicated services. For these in-
stitutions, a merger or acquisition expands their reach in the community, 
giving them access to more data on the local population, which can be used 
to manage population health. 

Combining strategies
While each of  these strategies implemented alone may achieve some goals, 
hospitals need to use multiple strategies in tandem to see lasting, meaning-
ful change. 

“At Stanford Hospital & Clinics, we are focusing on the delivery of  leading-
edge and coordinated care,” Mr. Rubin says. “We seek  to combine cutting-
edge discoveries and translational medicine with a patient experience that 
delivers [the] highest levels of  quality and service, which leverages the ex-
pertise of  multidisciplinary teams, which is highly accessible and which 
supports lifelong health.”  n
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Banking and healthcare information technology share a variety of  parallels. 
Both deal with highly sensitive information, so consumers’ banking hab-
its are suggestive of  the demands they will place on HIT. Consumers are 
beginning to expect their healthcare experience to resemble their banking 
experiences, but share in common thread in that they expect high security 
and risk management from both industries. 

Automatic teller machines — which first went into use in the 1970s — are 
to banking what electronic medical records are to healthcare. Now, more 
consumers are transitioning to online and mobile banking and are happy in 
doing so: A 2011 study found satisfaction with online banking overall was 
83 on a 100-point scale. 

Americans’ trust and satisfaction with EMRs hasn’t progressed at the same 
pace, however. A 2012 survey conducted by Harris Interactive found 85 
percent of  Americans have anxiety over EMRs, and half  are worried that 
their health data can be lost, damaged or corrupted. These qualms aren’t 
unfounded, as other data revealed the top six data breaches of  2011 in-
volved healthcare organizations. In the future, consumers will demand 
electronic access to healthcare data, just as they do with their financial data, 
but this demand cannot be met unless security issues are addressed. 

Another example of  patients expecting similar experiences in healthcare 
as they experience in banking is the way in which consumers have come to 
expect risk management in individual care delivery. Benchmarks and com-
parative data are especially valuable as healthcare providers are expected 
to place more emphasis on potential hazards. For instance, patients want 
to know more than their blood pressure numbers; they want to know how 
those figures compare to others in their age group. 

“In the past we were asked our net worth. Today, we might be asked our 
FICO score,” says Mr. D’Alessandro. “There are lines of  comparison [in 
healthcare] driven back to the banking industry, and consumers are saying, 
‘Banking is helping me understand my risk — why aren’t you?’”

4. Lesson: Precision and excellence in basic tasks may influ-
ence consumer satisfaction more than elaborate amenities.

Examplar: Hospitality industry.  

The federal Value-Based Purchasing Program has tightened providers’ fo-
cus on patient satisfaction, and the provider-patient relationship in particu-
lar. VBP, which went into effect Oct. 1, ties a portion of  hospitals’ Medi-
care reimbursement to their performance on 12 clinical outcome measures 
and eight metrics from Hospital Consumer Assessment of  Healthcare Pro-
viders and Systems scores. 

These HCAHPS metrics include communication with nurses, communica-
tion with physicians, staff  responsiveness, pain management, communi-

cation about medications, discharge information, hospital cleanliness and 
hospital quietness. While hospitals may encourage regular rounding and 
measure the frequency of  provider-patient interactions to boost HCAHPS 
scores, some patients may still leave the hospital with experiences most af-
fected by how often their rest was disturbed. 

Provider-patient relations initiatives — commonly high-cost interactions 
— will have little return on investment for these types of  patients, espe-
cially if  the initiatives’ narrow scope leads hospitals to skimp elsewhere 
along the quality spectrum. 

“[Hospitals have] to spend their money in the right place,” says Mr. 
D’Alessandro. “In some hotels, you’d walk in and see the doorman, the 
concierge and high-end services in the lobby. But the reality was that 
people checked out of  the hotel and weren’t happy about how their room 
was cleaned.”

The lesson here is that while some hospital patients may be swayed by a 
hospital’s customized food, valet parking or panoramic views, these supple-
mentary perks cannot take away from providers’ performance in the most 
basic elements of  care delivery. Like hotels, hospitals may first want to 
ensure they have mastered the main HCAHPS measures before spending 
on more lavish features. 

5. Lesson: Industries must adopt new communication tactics 
when performance information goes public.

Examplar: Education. 

The language, criteria and method for how hospitals differentiate them-
selves from one another — and consequently “sell” themselves to pa-
tients — has changed due to the availability of  information. Quality 
and performance data has broadened the stage for comparison. Before, 
hospitals may have competed with a cross-town competitor over certain 
quality metrics, but those dynamics have since expanded on regional and 
national levels. 

The geographic expansion coincides with the rise of  new ideology, such 
as preventive care and patient-centered delivery. “Hospitals are looking for 
leaders who can deliver that language,” says Peggy Naas, MD, vice presi-
dent of  physician strategies for VHA. “It’s very different from saying, ‘We 
have X number of  beds filled today.’”

Dr. Afable recalls the day of  pen and paper prescriptions and how physi-
cians’ orders were rarely legible to patients who would soon be taking those 
medicines. “There was a reason for that,” he says. “The consumer wasn’t 
supposed to be aware. Consumers had none of  the knowledge to affect 
demand. They had no skill or ability to know what they wanted, what they 
deserved or what they were paying for. The system was perfectly designed 
so the consumer was not a part of  the healthcare delivery equation. Infor-
mation has changed all of  that.”

This trend is similar to reviews of  any product online — cars, restaurants, 
blue jeans — but holds close resemblance to ratings of  public and private 
schools across the country. Each state has a variety of  websites dedicated 
to showing school-by-school comparisons of  students’ performance on 
state exams and also rating individual teachers. 

When this type of  data went public, some education leaders struggled in 
how to define, communicate and explain their scores. For instance, when 
the Texas Education Agency unveiled annual “accountability ratings” for 
the state’s public school districts, some school officials faced a dilemma: 
How they would explain their low ratings to parents and taxpayers? 

Many hospitals are reinforcing increased provider-patient communication: 
Some are hiring chief  patient experience officers (hailed as the new execu-
tive “must-have”) or medical communication specialists to make discus-
sions about services and costs less intimidating and jargon-filled. n
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101 Hospitals With Great Orthopedic 
Programs
By Bob Spoerl 

Becker’s Hospital Review is pleased to name 101 Hospitals 
with Great Orthopedic Programs for 2012. Hospitals in-
cluded on this list have orthopedic surgery departments 
with outstanding reputations, making them worthy of  
recognition. Exceptional departments often include phy-
sicians who treat professional athletes, engage in cutting-
edge research and perform a large number of  orthope-
dic procedures every year. Many of  these hospitals have 
been recognized for excellence in orthopedics by U.S. 
News & World Report, HealthGrades and Thomson Re-
uters, and several have earned Magnet accreditation by 
the American Nurses Credentialing Center. 

Note: Hospitals do not and cannot pay for inclusion on 
this list. This list is not an endorsement of  included 
hospitals or associated healthcare providers.

Abbott Northwestern Hospital (Minneapolis). 
Established in 1970, Abbott Northwestern Hospital 
formed from a merger between Abbott Hospital and 
Northwestern Hospital, which dates back to the 19th 
century. The hospital’s current joint replacement center 
was established in 2008 and reported an average length 
of  stay for joint replacement patients at 3.03 days be-
tween September 2008 and March 2009, compared to 
the national average of  four to five days. U.S News & 
World Report ranked the hospital among the top fifty for 
orthopedics in 2011-12. 

Allegheny General Hospital (Pittsburgh). Al-
legheny General Hospital has a long history of  caring 
for patients in the Pittsburgh area; it first opened as a 
50-bed hospital in 1886. It is a Blue Distinction Center 
for Knee and Hip Replacement, designated by High-
mark Blue Cross Blue Shield. The orthopedic surgeons 
at Allegheny General Hospital have advanced training 
in less-invasive and minimally invasive surgical tech-
niques. Allegheny is also the official medical provider 
for orthopedic and rehabilitation care for the Pitts-
burgh Pirates, a Major League Baseball team.

Aurora BayCare Medical Center (Green Bay, 
Wis.). Aurora BayCare Medical Center is a 167-bed full-
service hospital and a joint venture of  Milwaukee-based 
Aurora Health Care and BayCare Clinic, a physician-
owned specialty clinic. The hospital offers minimally 
invasive outpatient total knee replacements, reverse total 
shoulder replacements, arthroscopic labral repairs in the 
hip and biological-based repairs for ACL injuries, among 
other procedures. The medical center received a five-star 
HealthGrades rating for back and neck surgeries in 2012, 
with average patient length of  stay at 1.9 days, more than 
one day below the Wisconsin average.  

Barnes-Jewish Hospital (St. Louis). Barnes-
Jewish Hospital, the teaching hospital for Washington 
University School of  Medicine, was created in 1996 
after a merger between Barnes Hospital and The Jew-
ish Hospital of  St. Louis. The physicians in the or-

thopedics department are team physicians for several 
St. Louis teams, including the St. Louis Rams and St. 
Louis Blues. Available services include sports medi-
cine, spine, extremities, musculoskeletal oncology and 
joint preservation and replacement. The surgeons are 
focused on providing less-invasive procedures and per-
form more than 1,200 orthopedic procedures annually. 
Barnes-Jewish was ranked among the top 10 hospitals 
for orthopedics in 2011-12 by U.S News & World Report.

Baylor Orthopedic and Spine Hospital at 
Arlington (Texas). Baylor Orthopedic and Spine 
Hospital is a specialty hospital that has received The 
Joint Commission’s Gold Seal of  Approval for hip 
and knee replacement. Physicians on staff  include 17 
orthopedic specialists, specializing in sports medicine, 
joint replacement and spine. The hospital specializes 
in providing comprehensive outpatient and inpatient 
treatment for orthopedic and spine disorders, offering 
minimally invasive treatments for hips, knees, shoul-
ders and spine, as well as full joint replacements and 
complex spinal surgery when necessary.

Beaumont Hospital (Royal Oak, Mich.). Beau-
mont’s implant retrieval and analysis section is one of  
the largest joint implant libraries in the country, con-
taining more than 4,300 specimens to help physicians 
and scientists research wear patterns and device failures. 
The department of  orthopedic surgery includes 40 
specialists and subspecialists board certified in ortho-
pedics. Beaumont’s orthopedic unit includes 16 suites 
dedicated to orthopedic technology, physician therapy 
and rehabilitation. The department also has a fully ac-
credited residency program and fellowship programs in 
joint reconstruction, spine and sports medicine.

Beebe Medical Center (Lewes, Del.). Beebe 
Medical Center’s James P. Marvel Jr. Orthopaedic Unit 
provides orthopedic services designed to treat injuries 
and conditions affecting joints, muscles and bones. The 
medical staff  includes eight board-certified orthopedic 
surgeons specializing in joint and skeletal repairs, sur-
geries, knee and hip replacement and spinal surgery. 
A specialized surgical team including nurses, physical 
therapists and occupational therapists works with case 
managers and home health professionals to provide a 
continuum of  care during patient recovery. Beebe Medi-
cal received HealthGrades awards in 2012 for excellence 
in both orthopedic surgery and joint replacement. 

Beth Israel Medical Center (New York City). 
Beth Israel Medical Center is a full-service tertiary 
teaching hospital on Manhattan’s Lower East Side, 
founded in 1890. Currently, the hospital’s orthopedic 
surgeons perform around 9,000 procedures annually, 
providing comprehensive care in every specialty of  or-
thopedic surgery. They are board certified and fellow-
ship trained, and many serve as faculty members of  
Albert Einstein College of  Medicine. Orthopedic sur-10
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geons have expertise in joint replacement, sports 
medicine, shoulder and elbow surgery and hand 
surgery. Many of  the procedures performed use 
minimally invasive arthroscopic techniques. 

Boone Hospital Center (Columbia, Mo.). 
Established in 1921, Boone Hospital Center is a 
400-bed full-service hospital that serves people in 
26 mid-Missouri counties. Boone Hospital Cen-
ter’s orthopedic specialists provide a range of  
services and the hospital sports three orthopedic 
centers, including a fracture center, joint replace-
ment center and a recently opened spine center. 
More than 20 orthopedic surgeons perform 
surgeries at the hospital. The hospital received 
HealthGrades awards in 2012 for excellence in 
both orthopedic surgery and joint replacement.

Brigham and Women’s Hospital (Bos-
ton). Formed in 1980 as the result of  a three-way 
merger, Brigham and Woman’s hospital includes 
a staff  of  40 orthopedic physicians with a spe-
cial interest in cartilage repair, joint replacement, 
sports medicine and spine care, among other spe-
cialties. The 793-bed hospital also includes ser-
vices for orthopedic trauma and orthopedic on-
cology. Orthopedic physicians at the hospital are 
committed to research and have become involved 
in clinical investigations for tissue engineering of  
cartilage, bone, intervertebral discs, knee menisici 
and joints. The hospital includes an orthopedic 
and arthritis center for outcomes research and a 
skeletal biology research laboratory.

Bronson Methodist Hospital (Kalama-
zoo, Mich.). Bronson Methodist Hospital 
is a 404-bed hospital with origins dating back 
to 1900. Bronson completely redeveloped its 
hospital campus in 2000 and is now an exem-
plary site for hospital design. The hospital re-
cently partnered with HealthCare Midwest and 
K Valley Orthopedics/Southwestern Michigan 
Sportsmedicine Clinic to form Bronson Ortho-
pedics & Sports Medicine, a multidisciplinary 
group of  more than 20 orthopedic physicians 
representing a wide variety of  orthopedic sub-
specialties. The hospital received an award for 
excellence in joint replacement from Health-
Grades in 2012. Bronson Methodist provides 
outpatient and inpatient surgery options in 19 
surgical suites, including a range of  arthroscopic 
and other minimally invasive surgeries. Bronson 
also offers pediatric orthopedic care. 

Carilion Roanoke (Va.) Memorial Hos-
pital. Carilion Roanoke Memorial, founded in 
1899, is now a 703-bed hospital. Carilion was the 
first healthcare provider in Virginia to introduce 
computer-assisted orthopedic surgery. A special-
ized orthopedic team at Carilion Roanoke Me-
morial offers an array of  services and includes 
more than 20 physicians. The hospital received 
a HealthGrades award in 2012 for excellence in 
orthopedic surgery as well as joint replacement. 
It’s also a Blue Cross Blue Shield Blue Distinc-
tion Center for Knee and Hip Replacement.

Carolinas Medical Center (Charlotte, 
N.C.). Established in 1940 as Charlotte Memori-
al Hospital, Carolinas Medical Center has grown 
into the flagship facility of  Carolinas Health-
care System. The 874-bed hospital includes a 
research institute and is one of  the state’s five 
teaching hospitals. The physicians, who are part 
of  CMC Orthopedic Surgery at Carolinas Medi-
cal Center, provide general orthopedic care and 
subspecialize in orthopedic oncology, trauma, 
degenerative arthritis, sports medicine and frac-
ture care. The hospital also includes spine sur-
geons and physicians who are able to perform 
minimally invasive radiologic procedures.

Cedars-Sinai Medical Center (Los An-
geles). The hospital’s orthopedic department 
includes sports medicine, pain management, 
oncology, trauma and extremities care services. 
When possible, the surgeons offer minimally 
invasive surgery to treat its orthopedic and 
spine patients. Several of  the hospital’s ortho-
pedic spine surgeons participate in research 
and FDA trials to further advance spine surgery 
techniques. To complement the orthopedic and 
spine physicians, the hospital offers diagnostic 
and imaging services and specialists who focus 
on metabolic bone disorders.

Cleveland Clinic. Cleveland Clinic has built 
its orthopedic surgery department around ad-
vanced technology for diagnosing and treating 
orthopedic, spine and rheumatologic conditions. 
The surgeons perform approximately 7,000 hip, 
knee, shoulder and extremities joint replace-
ments each year. Cleveland Clinic specialists are 
focused on expanding the use of  arthroscopic 
surgery in the hip, artificial joints, tissue engi-
neering and biological enhancement to heal and 
repair cartilage and ligaments. Many Cleveland 
Clinic surgeons have pioneered techniques and 
technologies in orthopedics and serve as team 
physicians for the Cleveland Browns, Cleveland 
Barons and Cleveland Cavaliers.

Community Hospital of the Monterey 
(Calif.) Peninsula. Founded in 1934, the 
Community Hospital of  the Monterey Penin-
sula’s orthopedics program includes physical 
therapy, occupational therapy, spine care and 
joint replacement surgery. Community Hospital 
orthopedic surgeons replace more than 500 hips 
and joints annually. For spine care, the 207-bed 
hospital offers kyphoplasty, a minimally invasive 
outpatient procedure to fix compression frac-
tures resulting from osteoporosis. It received 
excellence in both orthopedic surgery and joint 
replacement awards from HealthGrades in 2012.

Community Medical Center of Scranton 
(Pa.). Community Medical Center’s orthope-
dic services focus on prevention, diagnosis and 
treatment of  injuries and disease that affect pa-
tients’ bones, joints, ligaments, tendons, muscles 
and nerves. The hospital’s orthopedic depart-
ment includes orthopedic surgeons, physiatrists 

and rheumatologists. The hospital provides 
24-hour coverage for all orthopedic problems. 
It received HealthGrades awards in 2012 for 
excellence in both orthopedic surgery and joint 
replacement.

Delray Medical Center (Delray Beach, 
Fla.). Established in 1982, Delray Medical Center 
is a 493-bed hospital offering a range of  special-
ized services. The hospital’s Center for Advanced 
Orthopaedics offers joint replacement, sports in-
jury treatment and spine treatment from a team 
of  orthopedic spine surgeons and neurosurgeons. 
When possible, Delray surgeons use minimally in-
vasive techniques and offer complex spinal sur-
geries using instrumentation systems to stabilize 
the spine. The hospital received HealthGrades 
awards for excellence in joint replacement and 
orthopedic surgery in 2012.

Doctors Hospital of Sarasota (Fla.). Doc-
tors Hospital of  Sarasota is a 155-bed facility with 
an orthopedics team that also specializes in neuro-
surgery and spine surgery. Surgeons offer hip and 
knee replacements as well as laminectomies and 
kyphoplasties, among other procedures. The Or-
thopedic and Spine Institute at Doctors Hospital 
includes private rooms and suites, concierge ser-
vices and a dining room. In 2012, the hospital re-
ceived HealthGrades awards for excellence in both 
orthopedic surgery and joint replacement. 

Duke University Medical Center (Dur-
ham, N.C.). Duke University Medical Center 
is currently constructing a new orthopedics 
center, slated to open this summer. Surgeons 
at the 798-bed hospital perform nearly 16,000 
inpatient and more than 19,000 outpatient sur-
geries every year. The services include joint re-
placement, pediatric orthopedics, spine, sports 
medicine, orthopedic trauma and orthopedic 
oncology. Surgeons are able to provide several 
types of  procedures, including minimally inva-
sive knee surgery, computer-assisted procedures 
and the implantation of  patient-specific devices. 
U.S. News & World Report ranked Duke Medical 
Center the No. 6 hospital in the country for or-
thopedics in 2011-12.

Emory University Medical Center (At-
lanta). Emory University Hospital dates back 
to 1904, when a hospital was founded in an At-
lanta mansion that managed to survive the de-
struction of  the Civil War. Emory’s orthopedic 
and spine specialists strive to take innovative ap-
proaches to care and bring all aspects of  muscu-
loskeletal diagnosis, treatment and rehabilitation 
together at one location. Emory spine surgeons 
have studied the biological process of  bone heal-
ing for 30 years and played a role in mastering 
bone growth factors. Orthopedic surgeons are 
currently investigating how to best use alterna-
tive biomaterial in hip and knee replacements.

Evanston (Ill.) Hospital. Founded in 1891, 
Evanston Hospital is the flagship of  NorthShore 
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University HealthSystem and serves as a Level I 
trauma center. Orthopedic physicians and staff  at 
NorthShore strive to use the latest technology and 
techniques to diagnose, treat and rehabilitate mus-
culoskeletal injuries and diseases. Orthopedic ser-
vices offered include: hip and knee reconstruction, 
foot and ankle, hand and upper extremity, podiatry 
and spine. NorthShore also offers sports medicine 
and is home to a total joint replacement center. 

FirstHealth Moore Regional Hospital 
(Pinehurst, N.C.). FirstHealth Moore Regional 
Hospital is a 395-bed hospital servicing 15 coun-
ties in North and South Carolina. The hospital 
opened on Thanksgiving Day in 1929 and is the 
flagship facility for FirstHealth of  the Carolinas. 
FirstHealth Moore Regional Hospital surgeons 
perform nearly 2,000 total hip and knee replace-
ments annually. The hospital received Health-
Grades awards in 2012 for excellence in both or-
thopedic surgery and joint replacement.

Forsyth Medical Center (Winston-Salem, 
N.C.). The 932-bed Forsyth Medical Center is a 
Magnet-recognized hospital that became part of  
Novant Health in 1997. Forsyth Medical Center’s 
Hip and Knee Replacement Program was the 
first in the Carolinas to receive Joint Commission 
certification. Orthopedic surgeons at the hospital 
perform around 2,200 total hip and knee replace-
ments every year. Additionally, spine surgeons 
perform nearly 500 spine fusions each year. 

Fresno (Calif.) Surgical Hospital. Found-
ed in 1984 by two orthopedic surgeons, Alan 
H. Pierrot, MD, and Thomas Thaxter, MD, the 
hospital started as an outpatient center known 
as Fresno Surgery Center. Less than a decade 
later, it became licensed as an acute-care hospi-
tal. The hospital earned the Joint Commission’s 
gold seal of  approval in 2005 and changed its 
name to Fresno Surgical Hospital one year lat-
er. Surgeons in the orthopedic department of-
fer carpal tunnel surgery, ACL reconstruction, 
arthroscopic surgeries for knee and shoulder 
repair and total joint replacement surgery. The 
hospital received a HealthGrades award in 2012 
for excellence in joint replacement surgery.

Gundersen Lutheran Medical Center 
(La Crosse, Wis.). Gundersen Lutheran is 
a 325-bed hospital that was born from a 1995 
merger between Gundersen Clinic and Lutheran 
Hospital-La Crosse. Adolf  Gundersen, a sur-
geon and the clinic’s founder, was part of  a 1917 
court decision that ruled hospitals could develop 
their own criteria for medical staff. Gundersen 
Lutheran’s staff  of  30 orthopedic surgeons in-
cludes board-certified surgeons who special-
ize in joint replacement, pediatric orthopedics, 
orthopedic trauma, podiatry and sports medi-
cine. The medical center received HealthGrades 
awards in 2012 for excellence in both orthope-
dic surgery and joint replacement. Orthopedic 
surgeons perform nearly 900 total hip and knee 
replacements at the hospital every year. 

Hackensack (N.J.) University Medical 
Center. Founded in 1888 with 12 beds, Hack-
ensack University Medical Center has since 
grown to become one of  the state’s largest in-
patient and outpatient facilities with 763 beds 
and numerous teaching and research programs. 
Hackensack University Medical Center’s Kayal 
Orthopaedic Center provides full-service or-
thopedic surgical care and treatment, including 
minimally invasive surgery, sports medicine and 
athroscopy, partial and total joint replacement, 
trauma and fracture care and care for spinal 
disorders. The hospital received HealthGrades 
awards for excellence in orthopedic surgery and 
joint replacement in 2012. Orthopedic surgeons 
at Hackensack perform nearly 2,200 total hip 
and knee replacement surgeries annually.

Henrico Doctors’ Hospital (Richmond, 
Va.). Henrico Doctors’ Hospital is a 767-bed facil-
ity spread across three campuses. In 2011, the hos-
pital completed a five-year, $100 million expansion. 
Henrico Doctors’ Hospital added an Orthopedic 
Hospital five years ago. The facility includes a Joint 
and Spine Center with hotel-like suites and the lat-
est technology to care for patients. The hospital’s 
orthopedic surgeons perform nearly 1,000 total 
hip and knee replacements every year. The hospi-
tal also includes a Sports & Occupational Rehab 
Center.

Hoag Memorial Hospital Presbyterian 
(Newport Beach, Calif.). In November 2010, 
Hoag Memorial Hospital Presbyterian opened 
The Hoag Orthopedic Institute, a freestanding 
orthopedic specialty hospital formed as a joint 
venture between the hospital and a large group 
of  Orange County orthopedic surgeons. About 
100 joint replacement and spine surgeries are per-
formed at the 70-bed hospital each week. Surgi-
cal volume is projected to increase to 125 to 150 
cases per week by the end of  this year, which will 
be one of  the highest volumes in the country. The 
physicians focus on knee, spine, sports medicine, 
orthopedic trauma and extremities care, and serve 
as team physicians for several local high school 
and collegiate teams as well as World Team Ten-
nis’ Newport Beach Breakers.

Holy Cross Hospital (Ft. Lauderdale, 
Fla.). A full-service 571-bed hospital, Holy 
Cross in Ft. Lauderdale opened its doors in 
1955. The orthopedics department at the hospi-
tal offers a wide range of  services from shoulder 
and ankle injuries to complicated surgical pro-
cedures. The hospital is also home to a spine 
center, at which the average length of  stay is 
2.7 days — compared to the national average 
of  3.4 — for back and neck spine surgeries not 
including fusions. Holy Cross Hospital received 
HealthGrades awards in 2012 for excellence in 
both orthopedic surgery and joint replacement. 

Hospital for Joint Diseases-NYU Lan-
gone Medical Center (New York City). 
The Hospital for Joint Diseases was founded in 

1905 and is focused on providing treatment for 
musculoskeletal and neurological disorders. The 
hospital merged with NYU Langone five years 
ago. Surgeons at the hospital perform more than 
1,200 joint replacement procedures annually. 
The hospital includes one of  the largest pedi-
atric orthopedic programs in New York City as 
well as a center for arthritis and autoimmunity, 
neuroscience and lupus. The hospital’s Harkness 
Center for Dance Injury provides care for some 
of  the world’s leading dancers.

Hospital for Special Surgery (New York 
City). Founded in 1863, the Hospital for Special 
Surgery focuses on orthopedics, spine and rheu-
matology. Surgeons perform more than 25,000 
procedures annually and more hip surgeries and 
knee replacements than any other hospital in the 
country. U.S. News & World Report ranked it the 
No. 1 hospital in the country for orthopedics 
in 2011-12. The hospital supports a team of  
physicians and scientists to pioneer orthopedic 
research, and is one of  two facilities in the coun-
try participating in the Musculoskeletal Repair 
and Regeneration Core Center, which is part of  
the effort toward the International Consortium 
of  Orthopedic Registries. Every year, the hos-
pital hosts an orthopedic residency program 
that draws more than 500 applications for eight 
spots. Surgeons at HSS serve as team physicians 
for several collegiate and professional teams, in-
cluding the New York Giants, Mets and Knicks.

Hospital of the University of Pennsylva-
nia (Philadelphia). The Hospital of  the Uni-
versity of  Pennsylvania, which opened its doors 
in 1765, currently has orthopedic physicians sub-
specializing in joint conditions, spinal disorders 
and sports injuries. The physicians in the orthope-
dic surgery department perform more than 5,800 
surgical procedures every year. The physicians 
are able to use the McKay Orthopaedic Research 
Laboratory for projects focused on cell biology, 
stem cell mechanobiology, musculoskeletal tis-
sue engineering and soft tissue mechanics, among 
other areas of  research. The department also has 
residency and fellowship opportunities in adult 
reconstruction, hand surgery, shoulder and elbow 
care. The hospital was among the top 20 hospitals 
for orthopedics in the country, according to 2011-
12 U.S. News & World Report rankings.

Indiana University Health at Methodist 
Hospital (Indianapolis). Indiana Univer-
sity Health Orthopedics & Sports Medicine is a 
top-ranked orthopedics program in Indiana, ac-
cording to U.S. News & World Report. IU Health 
Orthopedics provides expertise in joint replace-
ment and revision surgery for knees, hips, shoul-
ders, elbows, hands, ankles and feet. IU Health 
also offers minimally invasive spine surgeries. 
Additionally, IU Health delivers a full-spectrum 
of  sports performance training and sports med-
icine care. IU Health received HealthGrades 
awards in 2012 for excellence in both orthopedic 
surgery and joint replacement. 
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John Muir Medical Center (Walnut 
Creek, Calif.). The 324-bed John Muir Medical 
Center is the only facility in Contra Costa County 
designated as a trauma center. The hospital’s or-
thopedic department includes joint replacement, 
extremity care, spine surgery and sports medicine. 
The hospital’s spine surgeons perform cutting-
edge minimally invasive techniques for patients 
who need surgical intervention. The hospital 
also includes physical therapy and rehabilitation 
services for both inpatient and outpatient proce-
dures. U.S. News & World Report ranked John Muir 
Medical Center among the top 50 hospitals in the 
country for orthopedics in 2011-12.

Johns Hopkins Hospital (Baltimore). 
Johns Hopkins Hospital was founded in 1889 at 
the bequest of  American entrepreneur and phi-
lanthropist Johns Hopkins. U.S. News & World 
Report ranked Johns Hopkins the No. 5 hospi-
tal for orthopedics in the country in 2011-12. It 
also received a Blue Distinction Center for Knee 
and Hip Replacement, designated by CareFirst 
BlueCross BlueShield. The orthopedic depart-
ment includes orthopedic and spine surgeons as 
well as sports medicine physicians. Johns Hop-
kins’ orthopedic surgeons also perform hip and 
knee replacements and hand surgeries.  

Keck Hospital of University of Southern 
California (Los Angeles). This 411-bed 
hospital, which opened in 1991, offers special-
ized services in the diagnosis and treatment of  
back pain, musculoskeletal disorders and sports 
injuries. Keck physicians are team physicians for 
USC athletics. The hospital also offers minimally 
invasive joint replacement, extremities surgery 
and trauma and orthopedic oncology care. In 
addition to surgical services, the hospital pro-
vides pain management specialists and post-
surgical rehabilitation. U.S. News & World Report 
ranked USC among the top 25 hospitals in the 
nation for orthopedics in 2011-12.

Lakeview Hospital (Stillwater, Minn.). 
Lakeview Hospital is the second-oldest hospital in 
Minnesota and has been identified as having the 
best outcomes in the state for orthopedics by two 
independent consulting groups. The readmission 
rate for orthopedic complications is half  the na-
tional average and lowest in the region. The aver-
age length of  stay after total joint replacements is 
less than three days, compared to the national av-
erage of  four to five days. Surgeons at the hospital 
provide general orthopedic, spine and extremities 
care. In 2012, the hospital received HealthGrades 
awards for excellence in orthopedic surgery, spine 
surgery and joint replacement.

Lee Memorial Hospital (Ft. Myers, Fla.). 
The 355-bed Lee Memorial Hospital opened its 
doors in 1916 and includes the only Level II Trau-
ma Center between Tampa, Fla., and Miami. The 
hospital’s All-Star Total Joint Center is one of  the 
most active joint replacement centers in the nation, 
performing more than 2,550 total knee and hip 

replacements every year. Lee Memorial received 
HealthGrades awards in 2012 for excellence in 
both orthopedic surgery and joint replacement. 

Los Angeles Orthopaedic Hospital. Los 
Angeles Orthopaedic Hospital dates back to 
1911 when it was founded as a clinic for children 
with disabilities. It has grown considerably since 
then, recently opening its new 40,000-square-
foot orthopedic hospital outpatient medical cen-
ter. In 1959, surgeons at the hospital performed 
the first successful limb reattachment, allowing 
the patient to regain full arm function. It was 
also the first to establish a bone and connec-
tive tissue tumor program in 1962. With more 
than 50,000 outpatient visits every year, the 
hospital offers both adolescent and adult treat-
ment in orthopedic surgery, limb reconstruction, 
sports medicine, orthopedic oncology and spine 
surgery. The hospital is partnered with UCLA 
Health System.

Lourdes Hospital (Binghamton, N.Y.). 
Lourdes Hospital’s roots go back to 1925 when 
concerned citizens in Binghamton purchased 
a mansion that became a 25-bed hospital, man-
aged by the Daughters of  Charity. Now a 197-bed 
hospital, Lourdes receives nearly 3,000 inpatient 
surgical visits and nearly 17,000 outpatient sur-
gical visits every year. The hospital’s orthopedic 
surgical program beats the national average for 
days patients stay following inpatient surgeries 
across procedures. Lourdes also has a Joint Acad-
emy offering total joint care, from preoperative 
education and exercise to surgery and continuing 
through the hospital stay to after discharge.

Martin Memorial Medical Center (Stu-
art, Fla.). When Martin Health System was 
founded in 1939, its flagship hospital had 23 
beds and three physicians. The hospital has 
grown to 316 beds and has made strides in its 
medical accomplishments. Martin Memorial’s 
Orthopaedic Specialty Center treats nearly 700 
patients annually who receive knee and hip re-
placements. The hospital received HealthGrades 
awards in 2012 for excellence in both orthopedic 
surgery and joint replacement. The specialized 
team at the orthopedic center includes orthope-
dic registered nurses, physical and occupational 
rehabilitation therapists, registered pharmacists 
and case managers to guide patients through the 
discharge and follow-up care process.

Massachusetts General Hospital (Bos-
ton). Physicians in the department of  ortho-
pedic surgery see more than 60,000 patients per 
year at Massachusetts General Hospital and treat 
a wide range of  musculoskeletal conditions. The 
physicians have access to the numerous labo-
ratories dedicated to specialties such as bioen-
gineering, musculoskeletal research and sports 
performance. The department of  orthopedic 
surgery supports adult reconstructive surgery, 
combined orthopedic trauma, hand surgery, 
sports medicine, musculoskeletal oncology and 

spine surgery fellowship programs. MGH sports 
medicine physicians are team physicians for the 
New England Patriots, Boston Red Sox, Boston 
Bruins and Major League Soccer team the New 
England Revolution.

Mayo Clinic (Rochester, Minn.). Mayo 
Clinic’s orthopedic surgery department includes 
a multispecialty group of  47 surgical, research 
and clinical consultants. The physicians are able 
to provide care for more than 66,000 patients 
annually. The four specialty areas in orthope-
dics at the hospital include adult reconstruction, 
hand surgery, orthopedic oncology and pediatric 
orthopedics. Last year, the hospital initiated a 
hand transplant program, which is one of  the 
few in the country. Specialists are also focused 
on research, which includes work at the biome-
chanics and motion analysis laboratories, bone 
histomorphometry laboratory, cartilage and 
connective tissue laboratory and osteoporosis 
and bone biology laboratory. U.S. News & World 
Report ranked it the No. 2 hospital for orthope-
dics in 2011-12.

McLaren Northern Michigan (Petos-
key). Formerly known as Northern Michigan 
Regional Hospital, McLaren Northern Michi-
gan is a 202-bed hospital serving 22 coun-
ties in northern Michigan. McLaren Northern 
Michigan’s Orthopedic Care Center provides 
comprehensive orthopedic services through a 
team of  surgeons, rheumatologists, physiatrists 
and nurses certified in orthopedic care. The or-
thopedic center has 18 semi-private rooms and 
offers arthroscopic shoulder surgery, cartilage 
reconstruction, foot and ankle treatment, hand 
therapy, joint replacement and other orthopedic 
services. McLaren also includes a rehabilitation 
unit offering inpatient services. Additionally, pa-
tients receiving spine fusions at the hospital stay 
an average of  2.4 days — half  the average length 
of  stay for that procedure in Michigan.

MedStar Union Memorial Hospital 
(Baltimore). Union Memorial traces its roots 
back to 1854 when Union Protestant Infirmary 
opened in Baltimore. This year, the 301-bed 
Union Memorial changed its name to MedStar 
Union Memorial. In total, specialists at the hos-
pital perform more than 7,900 orthopedic pro-
cedures annually and orthopedic surgeons per-
form more than 1,400 hip and knee replacement 
surgeries. Additionally, physicians are involved 
in orthopedic and sports medicine research, as 
Union Memorial Sports Medicine is the official 
medical team of  the Baltimore Ravens. 

Memorial Hospital (Chattanooga, 
Tenn.). Memorial Hospital in Chattanooga 
is part of  two-hospital Memorial Healthcare, 
along with Memorial Hospital Hixson. Memo-
rial’s orthopedic department includes a joint re-
placement center, spine center and sports medi-
cine program. Orthopedic surgeons perform 
around 4,350 procedures at the hospital every 
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year. Additionally, the hospital includes inpatient 
physical, occupational and speech therapies for 
patients recovering from sports injuries and or-
thopedic surgery. The hospital received Health-
Grades awards for excellence in both orthopedic 
surgery and joint replacement in 2012.

Mercy Medical Center (Roseburg, Ore.). 
In 1909, the Sisters of  Mercy opened the 25-
bed Mercy Hospital after raising $12,000 for 
construction. More than 1,500 surgeries are 
performed at the 174-bed hospital every year, 
including more than 450 total hip and knee 
replacements. Since 2003, Mercy has operated 
Oregon Surgery Center, offering patients outpa-
tient surgical care, including orthopedic surgery. 
Mercy Medical Center received a HealthGrades 
award for excellence in orthopedic surgery in 
2012 and is a Blue Cross Blue Shield Blue Dis-
tinction Center for Knee and Hip Replacement.

Mercy Miami Hospital. Mercy Miami Hospi-
tal’s original building structure is in the shape of  
a cross, symbolizing the hospital’s Catholic roots. 
The hospital officially opened in 1950 with 125 
beds; it is now a 473-bed facility. Founded in 
2003, the Orthopaedic Institute at Mercy Miami 
performs advanced surgical techniques for joint 
replacements, hip and knee surgeries and ar-
throscopies. The hospital received HealthGrades 
awards in 2012 for excellence in both orthopedic 
surgery and joint replacement. Carlos J. Laver-
nia, MD, an orthopedic surgeon and biomedical 
engineer, is head of  the Orthopaedic Institute 
and performs research and surgical procedures 
with his colleagues. Mercy Hospital also includes 
a Minimally Invasive Surgical Institute.

Methodist Hospital (Houston). Methodist 
Hospital opened in 1919 and is affiliated with Weill 
Medical College of  Cornell University in New 
York. Orthopedic services include joint replace-
ments, shoulder surgery, back and spine surgery 
and extremities care. Sports medicine physicians 
are team physician for the Houston Astros, Dy-
namo and Texans. The hospital also has a physi-
cal and occupational therapy center that includes 
strength training customized to each individual pa-
tient. Hand therapy, neurological rehabilitation and 
lymphedema management are also available.

Methodist Hospital of Sacramento (Ca-
lif.). Methodist Hospital is a full-service com-
munity hospital that was founded in 1973 and 
has since grown to affiliate with Mercy Health-
care Sacramento. It is a Blue Distinction Cen-
ter for Knee and Hip Replacement, designated 
by Blue Shield of  California. The surgeons at 
the hospital focus on joint replacement, spine 
surgery and sports medicine. The surgeons are 
able to stay on the cutting edge by performing 
a minimally invasive partial knee replacement 
procedure with The Oxford Knee or the Opus 
Magnum minimally invasive procedure for ro-
tator cuff  tears. The department also includes 
hand and foot surgery specialists and outpatient 

rehabilitation centers designed for patients with 
extremities injuries and conditions.  

Mission Hospital (Asheville, N.C.). 
Formed through a partnership between St. Jo-
seph’s Hospital and Memorial Mission Medical 
Center in 1996, Mission Hospital is an 800-bed 
hospital with a freestanding outpatient surgery 
center. The hospital’s inpatient orthopedic unit 
includes 42 beds and operating suites with ad-
vanced technology. Orthopedic services at Mis-
sion Hospital use a multidisciplinary approach to 
caring for patients. Orthopedic surgeons at the 
hospital perform around 2,400 total hip and knee 
replacements every year. The hospital received 
HealthGrades awards for excellence in both or-
thopedic surgery and joint replacement in 2012.

Mississippi Baptist Medical Center (Jack-
son). Baptist Medical Center began in 1908 as a 
clinic run by two Jackson physicians. Three years 
later, the Mississippi Baptist Convention bought 
the property and formed Mississippi Baptist Hos-
pital. It’s since grown to include a 564-bed medical 
center offering a variety of  medical services. Bap-
tist Medical physicians perform more than 1,100 
replacement surgeries annually at the hospital. The 
medical center received HealthGrades awards in 
2012 for excellence in both orthopedic surgery and 
joint replacement. Mississippi Baptist’s joint pro-
gram includes a joint care coordinator who assists 
patients in the transition from surgery to hospital 
to home. 

Munson Medical Center (Traverse City, 
Mich.). Munson Medical Center was the first 
general hospital in Northern Michigan after James 
Decker Munson, MD, a well-known humanitar-
ian and neurologist, donated a boarding house for 
use as a hospital in 1915. The 391-bed, Magnet-
designated hospital is one of  the largest in its re-
gion. Orthopedic physicians at Munson Medical 
Center perform more than 1,900 inpatient proce-
dures and more than 3,900 outpatient procedures 
every year. A multidisciplinary team of  surgeons 
and support staff  deliver a continuum of  care to 
patients. Orthopedic services provided include 
adult joint replacement surgery, arthritis care, 
microsurgery, minimally invasive knee surgery, 
reconstructive and arthroscopic surgery, scoliosis 
treatment, sports medicine and foot, hand and 
spine surgery, among other procedures. 

Nebraska Orthopaedic Hospital (Oma-
ha). Founded in 2004, the physician-owned 
24-bed Nebraska Orthopaedic Hospital was the 
first in its region dedicated to complete care and 
treatment of  orthopedic patients. Orthopedic 
surgeons specialize in foot and ankle, hand and 
upper extremity, joint replacement, spine care 
and sports medicine. Surgeons at the hospital 
performed nearly 6,000 outpatient surgeries and 
1,500 inpatient surgeries in 2011. The hospital re-
ceived a high-performing award for orthopedics 
from U.S. News & World Report in 2011-12. 

New England Baptist Hospital (Boston). 
Physicians at New England Baptist Hospital take 
the team approach to providing patient care in 
collaboration with ancillary specialists at the hos-
pital. The hospital is affiliated with Tufts Uni-
versity School of  Medicine and provides teach-
ing programs in collaboration with the Harvard 
School of  Public Health and Harvard School of  
Medicine. Orthopedic services include extremi-
ties care, arthritis treatment, sports medicine and 
spine surgery services. Also, physicians serve as 
the team physicians for the Boston Celtics, World 
Cup soccer and Olympic athletes.

New York-Presbyterian University Hos-
pital of Columbia and Cornell (New 
York City). New York Hospital merged with 
The Presbyterian Hospital in 1998 to create the 
current facility, which includes more than 2,200 
patient beds. Orthopedic specialists at New York-
Presbyterian University Hospital of  Columbia 
and Cornell focus on bone disease and tumors, 
extremities care, joint replacement, sports medi-
cine, spine and trauma care and less invasive 
procedures, including arthroscopy. U.S. News & 
World Report ranked the hospital among the top 20 
in the nation for orthopedics in 2011-12.

North Mississippi Medical Center (Tupe-
lo). North Mississippi Medical Center is a 650-bed 
hospital, the largest in Mississippi and largest non-
metropolitan hospital in the United States. It serves 
nearly 750,000 people in 24 counties in Mississippi, 
northwest Alabama and parts of  Tennessee. The 
hospital’s Joint Replacement Center focuses on hip 
and knee replacement patients, taking an approach 
to care centered on patient education and rehabili-
tation. Orthopedic surgeons perform around 750 
total hip and knee replacements at the medical 
center with an average patient length of  stay un-
der three days, well under the state average. The 
medical center received a HealthGrades award in 
2012 for excellence in both joint replacement and 
orthopedic surgery. 

Northwestern Memorial Hospital (Chi-
cago). Northwestern Memorial was established 
in 1972 after a consolidation of  Chicago’s Passa-
vant Memorial and Wesley Memorial. The depart-
ment of  orthopedic surgery also treats patients 
with arthritis, extremity deformities, knee injuries 
and sports medicine needs. U.S. News & World 
Report ranked the hospital among the top 20 in 
the nation for orthopedics in 2011. The hospital 
is among a handful in the nation designated by the 
National Institute on Disability and Rehabilitation 
Research as a Model System of  Care for spinal 
cord injury. Northwestern Memorial includes the 
Acute Spinal Cord Injury Center and operates in 
partnership with the Rehabilitation Institute of  
Chicago, which are both part of  the Midwest Re-
gional Spinal Cord Injury Care System. 

Ochsner Medical Center (New Orleans). 
Ochsner Medical Center is a 437-bed hospital 
that opened in 1985. The orthopedic surgery 
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department’s services include spine, oncology, 
sports medicine, joint replacement, pediatric 
and extremities care. Surgeons at the hospital 
perform more than 300 joint replacements every 
year in special operating rooms designated for 
the procedure. Fellowship-trained sports medi-
cine physicians are able to perform arthroscopic 
surgery and provide coverage for the New Or-
leans Saints, New Orleans Hornets and New Or-
leans Voodoo arena football team.  

Oklahoma Surgical Hospital (Tulsa). In 
2001, orthopedic surgeons, neurosurgeons and 
anesthesiologists joined together to open the 
Orthopedic Hospital of  Oklahoma on the site 
of  a hospital complex formerly operated by Oral 
Roberts University. Physician leaders of  the or-
thopedic hospital changed its name in 2007 to 
the Oklahoma Surgical Hospital in an effort 
to reflect the growing number of  surgical pro-
cedures offered. The 76-bed hospital currently 
offers orthopedic surgery, neurosurgery and 
general surgical procedures. It received Health-
Grades awards in 2012 for spine surgery excel-
lence and patient safety.   

Parkview Hospital (Fort Wayne, Ind.). 
Parkview Orthopedic Hospital is a physician-
owned facility that opened in 2007. The sur-
geons perform a range of  orthopedic and spine 
procedures, including total hip and knee replace-
ments, minimally invasive spine surgery and foot 
and ankle reconstruction procedures. For pa-
tients who need surgery, the hospital uses a pro-
gram called “Club Ortho” to guide them along 
the care process — more than 8,500 patients 
and family members have participated in the 
program. The hospital received a HealthGrades 
award for excellence in orthopedic surgery in 
2012. It’s also a Blue Cross Blue Shield Blue Dis-
tinction Center for Knee and Hip Replacement. 

Penn State Milton S. Hershey (Pa.) 
Medical Center. Penn State Milton S. Her-
shey Medical Center was founded when the M.S. 
Hershey Foundation offered Penn State Univer-
sity $50 million in 1963 to establish a medical 
school and hospital. The Penn State Hershey 
Bone and Joint Institute allows for collaboration 
between specialists in orthopedics, sports medi-
cine, spinal disorders, hand surgery and chronic 
pain management. The institute also includes re-
searchers studying a variety of  musculoskeletal 
disorders. The medical center received Health-
Grades awards for excellence in orthopedic sur-
gery and joint replacement in 2012.

Piedmont Hospital (Atlanta). Founded in 
1905, the 529-bed Piedmont Hospital is dedi-
cated to offering individual care with innovative 
technology. Orthopedic surgeons at Piedmont 
perform more orthopedic procedures than any 
other hospital in Georgia. Surgeons at the hospi-
tal’s Reconstructive Joint Center perform more 
than 1,000 total joint replacement procedures 
annually. The hospital received HealthGrades 

awards in 2012 for excellence in both joint re-
placement and orthopedic surgery. Besides joint 
replacement, orthopedic surgeons at the hospi-
tal specialize in hand and microsurgery, shoulder 
and elbow surgery, spine surgery, foot and ankle 
surgery, pediatric orthopedics and rehabilitation.

Providence Medical Center (Kansas 
City, Mo.). Providence Medical Center was 
founded in 1918 when the Sisters of  Charity of  
Leavenworth were asked to manage a new hospi-
tal in Kansas City. Providence Hospital officially 
opened two years later and included an orthope-
dic ward. In 2003, the Providence Joint Center 
opened, offering free joint pain seminars and a 
multidisciplinary approach to joint replacement 
surgery. The Providence Spine Center also takes 
a multidisciplinary approach to treating back 
and neck problems. Patients who undergo spine 
surgery at Providence have significantly shorter 
hospital stays following surgery compared to the 
national average. The hospital received Health-
Grades awards for excellence in both orthopedic 
surgery and joint replacement in 2012.

Riverside Medical Center (Kankakee, Ill.). 
Riverside Medical Center, which was founded in 
1964, and Oak Orthopedic Associates in Bradley, 
Ill., partnered to create Total Joint Resources, a pro-
gram to help patients through the pre-, peri- and 
postsurgical process. The hospital includes an ac-
credited rehabilitation unit for orthopedic patients. 
Surgeons at the hospital employ cutting-edge tech-
niques for surgical intervention, including anterior 
hip replacements. The orthopedic department also 
includes an orthopedic consultant for the Chicago 
Bears and a team physician for U.S. Soccer. The 
surgeons also pursue research and have published 
articles in professional journals, including The Jour-
nal of  Bone & Joint Surgery and The American Journal 
of  Sports Medicine.

Rogue Valley Medical Center (Medford, 
Ore.). Founded in 1958, Rogue Valley Medical 
Center is a 378-bed nationally recognized medi-
cal facility. Rogue Valley’s Orthopedics and Sports 
Medicine Center is a partnership between Rogue 
Valley Medical Center and Southern Oregon 
Orthopedics. Orthopedic surgeons at the cen-
ter specialize in hip and knee joint replacements, 
performing more than 1,100 total joint and hip re-
placements each year. The medical center received 
HealthGrades awards in 2012 for excellence in 
both orthopedic surgery and joint replacement. 

Ronald Reagan UCLA Medical Center 
(Los Angeles). Ronald Reagan UCLA Medi-
cal Center includes 520 inpatient beds and 61 
beds for short-term hospitalizations. The physi-
cians often find themselves at the cutting edge 
of  orthopedics, performing innovative proce-
dures such as hand transplants. The hospital 
also offers the Bone Disease and Osteoporosis 
Center, which has comprehensive evaluation and 
care for patients with osteoporosis or other met-
abolic bone disorders. Hospital physicians treat 

UCLA athletic teams, and UCLA Health System 
is also the official health system of  the Los An-
geles Lakers. The medical center was ranked by 
U.S. News & World Report among the top 20 hos-
pitals in the nation for orthopedics in 2011-12.

Roper Hospital (Charleston, S.C.). A 
member of  Roper St. Francis Healthcare, Roper 
Hospital is a 368-bed acute-care facility located 
in Charleston, S.C. Orthopedic specialists in-
clude experts in the fields of  total joint replace-
ment, spine surgery, hand surgery, foot and ankle 
surgery, shoulder and elbow surgery and sports 
medicine. Roper Hospital also offers outpatient 
rehabilitation services. It received a HealthGrades 
award in 2012 for excellence in joint replacement. 
Additionally, Roper Hospital is a Blue Distinction 
Center for Knee and Hip Replacement, desig-
nated by BlueCross BlueShield of  South Carolina.

Rush University Medical Center (Chi-
cago). The 676-bed Rush University Medical 
Center was founded more than 170 years ago. 
The orthopedic and spine department includes 
many of  the physicians from Midwest Ortho-
paedics at Rush, who are the team physicians for 
the Chicago Bulls and White Sox. Rush’s ortho-
pedic surgeons are pioneers in their field, per-
forming minimally invasive joint replacements 
and spine surgeries. They were among the first 
to implant a “growing prosthesis” for children 
with bone cancer. Services at Rush include or-
thopedic trauma, oncology, sports medicine, 
women’s sports medicine, spine care, pediatric 
orthopedics and joint replacement. The hospital 
also has its Cartilage Restoration Center, where 
surgeons research cartilage repair techniques.

Saint Anthony’s Memorial Hospital (Eff-
ingham, Ill.). Founded in 1875, St. Anthony’s 
Memorial Hospital has provided care to its com-
munity for more than a century. Since 2000, the 
hospital has built an orthopedic department that 
includes joint replacement, extremities care and 
spine care. Peter Bonutti, MD, performed the 
hospital’s first live satellite broadcast while per-
forming a minimally invasive total knee replace-
ment, which was viewed by an international audi-
ence. The hospital now includes a floor dedicated 
to private patient rooms and a physical therapy 
area for orthopedic patients, and received Health-
Grades awards in 2012 for excellence in both or-
thopedic surgery and joint replacement. 

Saint Francis Hospital (Tulsa, Okla.). 
Saint Francis Hospital has its roots in Warren 
Petroleum. The owner of  the company, William 
Warren, and his wife Natalie raised the capital 
to build a 275-bed hospital. It’s now a 918-bed 
facility offering a wide range of  medical care, in-
cluding treatment of  the musculoskeletal system. 
Orthopedic services provided at the hospital in-
clude treatment of  cervical, thoracic and lumbo-
sacral disorders of  the spine. Specialists provide 
total joint replacement, sports medicine, fusions, 
spine surgery, foot and ankle surgery and other 
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treatments. Orthopedic surgeons at St. Francis 
perform around 3,000 orthopedic procedures 
annually. The hospital received HealthGrades 
awards in 2012 for excellence in both orthopedic 
surgery and joint replacement. 

Saint Francis Medical Center (Cape Gi-
rardeau, Mo.). The Thomas G. Otto, MD, 
Orthopedic Institute at Saint Francis Medical 
Center earned top honors from HealthGrades 
in 2012, including the Orthopedic Surgery Ex-
cellence Award and the Joint Replacement Ex-
cellence Award, and was ranked in the top 5 per-
cent nationally for overall orthopedic services 
and for joint replacement. The 280-bed medical 
center also ranked best for overall excellence in 
joint replacement surgery and number one for 
its joint replacement center by Marshall | Steele. 
Saint Francis has been performing total joint re-
placements since 1972, with ongoing program 
enhancement. In 2007, the medical center intro-
duced a new approach to joint replacement with 
the Center for Joint Replacement & Revision. 

Saint Joseph Regional Medical Center 
(Mishawaka, Ind.). Originally founded in 
1882 in South Bend, Ind., by the Sisters of  the 
Holy Cross, Saint Joseph Regional Medical Cen-
ter is now a multi-hospital health system with 

a flagship 254-bed hospital. Orthopedic physi-
cians at Saint Joseph utilize minimally invasive 
techniques and offer partial joint replacements, 
total knee and hip replacements, hip fracture re-
pairs and back and neck fusions. The hospital 
was one of  the first in Indiana to offer robotic-
assisted hip and knee joint replacement surgery. 
It received a HealthGrades award for excellence 
in orthopedic surgery in 2012.

Saint Vincent Health Center (Erie, Pa.). 
Founded by the Sisters of  Saint Joseph in 1875, 
Saint Vincent Health is an integrated health sys-
tem. Saint Vincent’s orthopedics department 
offers inpatient and outpatient services. The 
hospital is also engaged with its community, as 
its Total Joint Center offers free joint seminars. 
Saint Vincent received a HealthGrades award in 
2012 for excellence in orthopedic surgery. Also, 
Highmark Blue Cross Blue Shield has named 
Saint Vincent a Blue Distinction Center for 
Knee and Hip Replacement.

Scripps Green Hospital (La Jolla, Calif.). 
Founded in 1977, Scripps Green Hospital is con-
nected to the 173-bed Scripps Clinic Torrey Pines 
that provides more than 50 medical and surgical 
specialties. Orthopedic services include hand and 
elbow reconstruction, joint replacement, foot and 

ankle care, shoulder surgery, spine surgery and 
sports medicine. Sports medicine physicians work 
with the San Diego Padres and United States 
Olympic Training Center as well as local high 
schools. The physicians also emphasize research, 
which is conducted through the hospital’s Shiley 
Center for Orthopaedic Research and Education. 
Scripps Green received awards from Health-
Grades in 2012 for excellence in both orthopedic 
surgery and joint replacement.

Sibley Memorial Hospital (Washington, 
D.C.). Dating back to 1890, Sibley Memorial is 
now a 328-bed full-service community hospital 
in the nation’s capital. Over 3,000 arthroscopic 
surgeries are performed at Sibley each year. Ad-
ditionally, orthopedic surgeons utilize high-defi-
nition video technology, robotics and minimally 
invasive surgical techniques during surgery. The 
hospital received HealthGrades awards in 2012 
for excellence in both orthopedic surgery and 
joint replacement.

St. Joseph Mercy Ann Arbor (Ypsilanti, 
Mich.). Saint Joseph Mercy Ann Arbor is the 
flagship for Saint Joseph Mercy Health Sys-
tem, a seven-hospital system in southeastern 
Michigan. Orthopedic surgeons perform more 
than 8,000 surgeries each year at the hospital. 
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The hospital offers a full range of  orthopedic 
procedures, including total joint replacement 
and reconstruction. It received HealthGrades 
awards in 2012 for excellence in both orthope-
dic surgery and joint replacement. Additionally, 
the hospital offers sports medicine and reha-
bilitation services.

St. Joseph Regional Health Center (Bry-
an, Texas). St. Joseph Regional traces its roots 
to Bryan Hospital, a three-story brick building 
with 25-beds that opened in 1913. In 1935 the 
Sisters of  St. Francis took over management of  
the hospital and purchased the building a year 
later, renaming it St. Joseph Hospital. The hospi-
tal is now a 611-bed facility offering a continuum 
of  healthcare services, including a Joint Univer-
sity. St. Joseph received HealthGrades awards 
for excellence in both orthopedic surgery and 
joint replacement in 2012. It’s also a Blue Cross 
Blue Shield Blue Distinction Center for Knee 
and Hip Replacement.

St. Vincent Medical Center (Los Ange-
les). The Daughters of  Charity of  St. Vincent 
de Paul established the hospital in 1856, the 
first hospital in Los Angeles. In 1974, the hos-
pital changed its name to St. Vincent Medical 
Center. To treat patients with orthopedic and 
spine issues, the hospital has the St. Vincent 
Orthopaedic Institute, the Joint Replacement 
Institute and the St. Vincent Spine Institute. 
Spine orthopedists and neurosurgeons at St. 
Vincent use minimally invasive techniques and 
image-guided technology. The medical center 
received HealthGrades awards in 2012 for ex-
cellence in both orthopedic surgery and joint 
replacement. 

Stanford Hospital & Clinics (Palo Alto, 
Calif.). Orthopedic services at Stanford Uni-
versity Hospitals & Clinics include arthritis and 
joint replacement, extremities care, musculoskel-
etal tumors, spine, sports medicine and trauma. 
The hospital includes equipment to perform 
minimally invasive and computer-assisted sur-
gery for arthritic disorders of  the hip, knee and 
shoulder. Spine surgeons are also able to provide 
minimally invasive procedures, percutaneous 
surgical techniques, total disc replacement and 
fracture stabilization. The hospitals’ physicians 
include the head team orthopedist for Stanford 
University Football and team physicians for 
the San Francisco 49ers, U.S. Ski Team and the 
Golden State Warriors.

Texas Orthopedic Hospital (Houston). 
Texas Orthopedic Hospital opened in 1995 
and is partnered with Fondren Orthopedic 
Group, one of  the largest orthopedic physician 
groups in the city. Services include orthopedic 
trauma, joint replacement, spine surgery and 
sports medicine. In addition to inpatient and 
outpatient surgery, the hospital includes reha-
bilitation, aquatic therapy, diagnostic imaging 
and a spinal diagnostic and treatment center. 

Surgeons in the spine center focus on minimal-
ly invasive procedures for treating back pain. 
U.S. News & World Report ranked the hospital 
among the top 50 in the nation for orthopedics 
in 2011-12.

Texas Spine and Joint Hospital (Tyler). 
Texas Spine & Joint is a physician-owned ortho-
pedic hospital with 20 beds. It recently underwent 
a $22 million renovation to update patient rooms 
and add more clinical space. The hospital offers 
joint replacement, spine surgery, sports medicine 
and pain management. HealthGrades recognized 
the hospital for excellence in spine surgery in 
2011. Texas Spine & Joint received a five-star 
HealthGrades rating for total hip replacements 
in 2012; the average length of  stay for total hip 
replacements at the hospital is three days, nearly a 
day under the state average.

The Washington (Pa.) Hospital. Founded 
in 1897, The Washington Hospital started in a 
farmhouse in southwestern Pennsylvania and 
now offers a variety of  medical services. Its 
Center for Orthopedics and Neurosciences of-
fers comprehensive services under the direc-
tion of  specially trained physicians. Orthopedic 
surgeons at the hospital perform more than 700 
total hip and knee replacement procedures every 
year. The hospital received HealthGrades awards 
for excellence in both orthopedic surgery and 
joint replacement in 2012.

Thomas Jefferson University Hospi-
tal (Philadelphia). Established in 1825, 
Thomas Jefferson Hospital has an orthopedic 
surgery department that includes 50 board-
certified physicians. Services include hip and 
knee, shoulder and elbow, foot and ankle, hand 
and wrist, spine and sports medicine care. 
There are approximately 1,000 cases of  spinal 
injury treated at the hospital annually and the 
surgeons are at the forefront of  minimally in-
vasive surgical techniques. The hospital’s joint 
replacement program services more than 6,500 
patients annually. Physicians at the hospital are 
team physicians for the Philadelphia Eagles, 
Philadelphia Flyers and Philadelphia Phillies. 
U.S. News & World Report ranked the hospital 
among the top 15 for orthopedics in the nation 
in 2011-12.

Tulsa (Okla.) Spine & Specialty Hos-
pital. Founded in 2002, the Tulsa Spine & 
Specialty Hospital specializes in spine surgery, 
orthopedics, pain management, general and 
plastic surgery, ophthalmology and gynecol-
ogy. The hospital has the da Vinci system, 
which assists surgeons in minimally invasive 
surgical procedures. Tulsa Spine & Specialty 
has received several recognitions, including a 
spine surgery excellence award from Health-
Grades in 2012.

UC San Diego Medical Center. UC San 
Diego Medical Center traces its roots back to 

1962 when University of  California Regents ap-
proved a new medical school for the San Diego 
campus. The center, opened in 1966, is a 386-
bed facility. U.S. News & World Report ranked 
the orthopedic surgery department among the 
top 50 in the nation in 2011-12. Orthopedic and 
spine surgeons offer both advanced surgical and 
nonsurgical treatments and, when possible, use 
minimally invasive surgical techniques. UC San 
Diego Medical Center also offers physical, reha-
bilitative and sports medicine. 

UCSF Medical Center (San Francisco). 
Ranked among the top 25 in the nation for 
orthopedics by U.S. News & World Report in 
2011-12, UCSF Medical Center is the second 
largest recipient nationwide of  grants from 
the National Institutes of  Health. UCSF Medi-
cal Center includes a number of  clinics within 
its Orthopaedic Institute, including centers for 
arthritis, joint replacement, cartilage repair and 
regeneration and dance medicine, among other 
subspecialty clinics. Additionally, UCSF’s spine 
center is one of  the largest of  its kind in the 
country; more than 10,000 patients are treated at 
the center every year. 

University Hospitals Case Medical Cen-
ter (Cleveland). The 1,032-bed University 
Hospitals Case Medical Center is affiliated with 
Case Western Reserve University in Cleveland. 
The surgeons focus on adult and pediatric ex-
tremities care, joint preservation, cartilage res-
toration, spine care, sports medicine, total joint 
replacement and orthopedic oncology. The phy-
sicians also have a focus on research and have 
been supported by the National Institutes of  
Health. Past research projects include working 
on cartilage and bone-cell biology, tissue engi-
neering, biomechanics and functional electrical 
stimulation. Spine surgeons are able to perform 
minimally invasive surgical techniques and care 
for patients with traumatic and degenerative 
disorders. U.S. News & World Report ranked the 
hospital among the top 20 in the country for or-
thopedics in 2011-12.

University of California, Davis Medical 
Center (Sacramento). UC Davis Medical 
Center is a 619-bed teaching hospital serving pa-
tients across 33 counties. UC Davis was ranked 
among the top 50 hospitals for orthopedics in 
the nation by U.S. News & World Report in 2011-
12. The Department of  Orthopaedic Surgery, 
which was founded in 1969, provides compre-
hensive medical and surgical care for people of  
all ages and focuses on specialties including foot 
and ankle, adult reconstruction, hand, upper 
extremity and microvascular, pediatric ortho-
pedics, spinal disorders, oncology, trauma and 
sports medicine.

University of Chicago Medical Center. 
The University of  Chicago Medical Center 
is home to some of  the most advanced care 
and established history in the advancement of  
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medicine. U.S. News & World Report ranked the 
medical center among the top 50 hospitals for 
orthopedics in 2011-12. Orthopedic surgeons at 
the University of  Chicago Medical Center spe-
cialize in joint replacement, scoliosis, bone can-
cers, foot and ankle and sports medicine, among 
other areas. More than 15 orthopedic surgeons 
provide a multidisciplinary approach to patient 
treatment. Several members of  the faculty at the 
medical center have been instrumental in devel-
oping new models for prostheses used for joint 
replacement. 

University of Iowa Hospitals and Clin-
ics (Iowa City). The University of  Iowa 
Hospitals and Clinics is the state’s only com-
prehensive medical center and regional refer-
ral center. The hospital’s orthopedic services 
include extremities care, spine surgery, joint 
replacement and sports medicine. The or-
thopedic department sees more than 50,000 
patients in its clinics each year and performs 
more than 5,000 orthopedic procedures an-
nually. In addition to ranking among the top 
hospitals for orthopedics by U.S. News & World 
Report in 2011-12, the hospital was also named 
among the top in the nation in orthopedic care 
for children by the publication. The hospital is 
home to the immediate past president of  the 
American Academy of  Orthopaedic Surgeons, 
John Callaghan, MD.

University of Maryland Medical Center 
(Baltimore). Within the Baltimore area, Mary-
land and the country as a whole, the University 
of  Maryland Medical Center has made a lasting 
imprint in how it delivers quality care. The or-
thopedics program was ranked among the top 
50 in the nation in 2011-12, according to U.S. 
News & World Report. Additionally, Blue Cross 
Blue Shield recognized the orthopedics program 
as a Blue Distinction Center for Knee and Hip 
Replacement. Orthopedic specialties at UMMC 
include foot and ankle, hand, knee, orthopedic 
oncology, total joint replacement and spine, 
among others. 

University Hospital (Ann Arbor, Mich.). 
University Hospital, part of  the University of  
Michigan Health System, is one of  the top hos-
pitals in the Detroit metro area and the first 
university-owned medical facility in the United 
States. The University of  Michigan’s orthope-
dic surgery training program was ranked among 
the top 40 in the nation in 2011-12, according 
to U.S. News & World Report. The orthopedics 
department comprises nearly 30 faculty mem-
bers with a broad range of  clinical interests. 
The department of  orthopedic surgery saw 
44,000 outpatient clinic visits and performed 
4,700 operations in 2011. 

University of Minnesota Medical Cen-
ter (Minneapolis). The teaching hospital of  
the University of  Minnesota Medical School, 
this 1,700-bed hospital has been home to many 

medical milestones, such as the world’s first 
open heart surgery in 1952. The Orthopaedic 
Clinic at the University of  Minnesota Medical 
Center supports subspecialties such as rheu-
matology, physical medicine and rehabilitation, 
family medicine and sports medicine. The medi-
cal center offers total joint replacement, Tommy 
John elbow reconstruction and minimally inva-
sive spine surgery, among other services.

University of Pittsburgh Medical Cen-
ter Presbyterian. UPMC Presbyterian, the 
hospital that would become UPMC’s flagship, 
was founded in 1893, and the orthopedic sur-
gery department is more than 100 years old. In 
May 2009, UPMC physicians performed the first 
double hand transplant. Research is critical to 
UPMC, which includes the Stem Cell Research 
Laboratory and the Orthopaedic BioDynamics 
Laboratory. Physicians in the orthopedics de-
partment work with the Pittsburgh Steelers and 
Pittsburgh Penguins, and the UPMC facilities 
include a sports training center.

University of Washington Medical Cen-
ter (Seattle). This 450-bed hospital opened 
in 1959 as one of  the nation’s smallest teach-
ing hospitals. Today, the University of  Wash-
ington Medical Center provides orthopedic, 
spine and sports medicine along with women’s 
sports medicine care. In addition to providing 
clinical care, the physicians are also focused on 
research and have access to the Orthopaedic 
Science Lab. Current research includes studies 
on the various approaches to revision total hip 
arthroplasty and associated complication and 
re-infection rates.

Valley Baptist Medical Center (Harlingen, 
Texas). Valley Baptist’s board-certified orthope-
dic surgeons and specialists seek to use advanced 
technology and techniques. Valley Baptist is ranked 
as one of  the best hospitals in Texas providing 
orthopedic services, according to HealthGrades. 
Orthopedic surgeons perform more than 800 total 
hip and knee replacements at Valley Baptist Medi-
cal Center every year. The hospital received Health-
Grades awards in 2012 for excellence in both or-
thopedic surgery and joint replacement. 

Valley Hospital (Ridgewood, N.J.). Phy-
sicians at the 451-bed Valley Hospital have 
provided joint replacement services for several 
decades — the first joint replacement was per-
formed at the hospital in 1972. The hospital 
received HealthGrades awards in 2012 for excel-
lence in orthopedic surgery and joint replace-
ment. In addition to joint replacement surgery, 
Valley Hospital offers hip resurfacing, total ankle 
replacements, pain management services and a 
case manager to help patients going through 
joint replacement surgeries. 

Vanderbilt University Medical Center 
(Nashville, Tenn.). Vanderbilt Orthopaedics 
treats more than 110,000 patients every year in 
Nashville and several other locations in Ten-
nessee and Kentucky. Vanderbilt Medical Cen-
ter includes a bone and joint clinic and a sports 
concussion center. The team of  physicians at 
Vanderbilt is also the official sports medicine 
provider for the NHL’s Nashville Predators, 
NCAA’s Vanderbilt Commodores, NCAA’s Bel-
mont Bruins and Triple A baseball team, the 
Nashville Sounds. U.S. News & World Report 
ranked the medical center among the top 50 
hospitals for orthopedics in 2011-12.

Venice (Fla.) Regional Medical Center. 
Founded in 1951, Venice Regional Medical Cen-
ter is a 312-bed regional medical center. The 
orthopedics and neurosurgery specialty unit at 
Venice Regional includes 27 private rooms and 
rehabilitation services. Venice Regional orthope-
dic surgeons also, in some cases, utilize MAKO-
plasty, a robotically assisted minimally invasive 
partial knee replacement surgery technique. Or-
thopedic surgeons at Venice perform more than 
1,200 total hip and knee replacement surgeries 
annually; additionally, patients stay at the hospi-
tal for half  a day shorter than the national aver-
age for both hip and knee replacement surger-
ies. The medical center received HealthGrades 
awards in 2012 for excellence in orthopedic sur-
gery and joint replacement. n
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Kenneth L. Davis, MD, serves as presi-
dent and CEO of  The Mount Sinai 
Medical Center in New York City. He 

was appointed in 2003. However, Dr. Davis’ af-
filiation with Mount Sinai dates back to early 
childhood. At age seven, he received emergency 
surgery at Mount Sinai. Then, as a young adult, 
he attended Mount Sinai School of  Medicine 
and received the Harold Elster Memorial Award 
for highest academic achievement in the medical 
school’s graduating class. 

Dr. Davis is a widely recognized leader who has 
led Mount Sinai to receive many awards and rec-
ognition. For instance, the 2012-2013 Best Hos-
pitals issue of  U.S. News & World Report ranked 
the medical center 14 out of  nearly 5,000 hospi-
tals nationwide, earning it a spot on the Honor 
Roll, while Mount Sinai School of  Medicine is 
ranked 18th in the nation.

Here, Dr. Davis discusses how he handles the 
pressure of  leading Mount Sinai through a chal-
lenging healthcare landscape, how affiliations 
help Mount Sinai remain an excellent academic 
medical center and how effective leadership 
means congratulating all members of  the team 
no matter how major or minor their role.

Question: What are the greatest chal-
lenges for Mount Sinai currently and 
how do they compare to current nation-
al challenges?

Dr. Kenneth Davis: We are seeing what ev-
eryone is seeing. Revenues to providers are not 
increasing as fast as expenses, and margins are 
shrinking. Although the full impact on provid-
ers in Medicare and Medicaid [reimbursements] 
will not be felt fully for some time, we do expect 
the margins to continue to erode. [Hospitals like 
Mount Sinai] are directed the question of  how 
to preserve the margins that we have while our 
revenues are decreasing and our expenses are in-
creasingly difficult to control.

Healthcare is changing rapidly. [Mount Sinai] 
recognizes that providers don’t want to be in a 
fee-for-service universe anymore. [Hospitals] 
have prospered in that universe and built a 
model around the fee-for-service world for quite 
some time. Now we are having to think more 
and more about population management and in-
tegrating different forms of  care. We have to ac-
cept that payments may come in bundles and we 
won’t be paid “per click,” which is to say by ev-
ery bit of  service we provide. Instead, hospitals 

will receive payments by episodes of  care. The 
incentive before was to do as much as you could, 
and now it is to do as little as you can with the 
same outcome. Ultimately, the biggest challenge 
moving forward is that we have to change our 
business model and how we develop healthcare.

Q: What is your overall philosophy for 
Mount Sinai? Where would you like to 
see the health system progress?

KD: Our commitment is to being the absolute 
best provider of  care and the best academic 
medical center in the universe of  biomedical 
sciences and healthcare delivery. We try to be 
the best at everything we do. I want to see the 
system progress to a sustainable platform where 
we don’t have to worry from year to year about 
the fiscal health of  the medical center; where we 
are secure in the funding for the science that we 
conduct; and where we can continue to meet the 
demand of  the communities we serve and the 
students we educate.

[In order to do this,] we need to develop pro-
grams and relationships that cater to Mount 
Sinai’s complex patients. Those patients need 
our care and provide us with the margin that 
we need. That may mean Mount Sinai inte-
grates with other systems, like the potential af-
filiation with N.Y. City-based Continuum Health 
Partners; that we support our existing affilia-
tions with N.Y. City-based Richmond Univer-
sity Medical Center, Lutheran Medical Center 
in Brooklyn, N.Y., or St. John’s Riverside Health 
in Yonkers, N.Y.; or that we build large ambula-
tory platforms. We will pursue all of  those ele-
ments because they are synergistic and bring to 
Mount Sinai the complexity of  patients that we 
are staffed and equipped to treat. 

In addition, the responsibility of  being an aca-
demic medical center involves providing the 
most complex care. If  we left that, we would 
be leaving our mission as an academic medi-
cal center. We are not trying to be a commu-
nity hospital. We are trying to have cutting-edge 
treatments and complex services, and extend 
this care to everyone in our community and to 
people from all over the world who come here 
for highly specialized treatments. That comes 
from a leading faculty comprised of  the most 
intelligent scientists and physicians in the world.

Q: You mentioned affiliations with other 
hospitals and health systems — like the 
potential Continuum Health Partners 

deal — as a means for Mount Sinai to 
support its infrastructure and progress 
as an academic medical center. How 
does Mount Sinai approach partner-
ships and affiliations?

KD: When Mount Sinai looks to partner, we look 
to develop a meaningful relationship with an af-
filiate that is clearly mutually beneficial. We don’t 
look for a lot of  affiliations or relationships. We 
look for a handful of  meaningful relationships. 
If  we can’t bring value to our affiliates, the rela-
tionship will not survive. In turn, if  they are not 
bringing value to Mount Sinai, we won’t do it.

Finding organizations to create mutually benefi-
cial relationships takes due diligence. There is no 
substitute for putting in the time it takes to really 
know your partner.

It is also important for our management team to 
know the personalities of  the hospital executives 
and to understand the services that the hospi-
tal delivers. As well, it is important for the po-
tential partner to know what they want from a 
large academic medical center, at least when they 
consider affiliating with Mount Sinai. Once you 
decide to affiliate, then it takes a great deal of  
time to foster a strong relationship.

Q: Do you have any personal routines 
or guideposts when you come to diffi-
cult decisions?

KD: It is important for me to make decisions 
with my senior management. Unless I am abso-

Facing Challenges With Meaningful  
Affiliations: Q&A With The Mount Sinai 
Medical Center CEO Dr. Kenneth Davis
By Kathleen Roney 
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lutely convinced of  a particular direction and it 
is necessary for me to make a decision individu-
ally, which would be very unusual, I review my 
decisions and often develop them with at least 
three to four senior managers at Mount Sinai.

In terms of  guideposts, I assess whether we have 
consensus from the critical individuals. Usually 
that involves the individuals in charge of  data 
analysis, operations, finances and academics. If  I 
have the support of  them — whether the deci-
sion was made collectively or not — I know it is 
the right way to go. Rarely is our group divided 
about our decision. In the occasional time they 
may be, I make the final decision.

Q: How do you handle that pressure and 
come out with a no-regrets answer?

KD: No one can have a no-regrets answer if  they 
are completely honest. Rarely are decisions so 
black and white that you have absolute certitude 
that you made the right decision. Time often tells 
you that you were right, but if  you used a logical 
and extensive decision-making process you usual-
ly are right. If  you didn’t come to the right answer, 
you have to look at the process and apologize for 
the decision that you made and now regret.

As for how to handle the pressure, it is impor-
tant to step out of  the environment, whether 
that means I am swimming in a pool for 45 
minutes or just not in New York City. In today’s 
world we are connected constantly. So, no mat-
ter how far away I am, I still receive my usual 350 
emails a day. However, getting away gives me a 
chance to be in a different environment; it gives 
me more time to pause and reflect and to think 
about the issues without having to manage mo-
ment to moment the crises that may be occur-
ring around me.

Q: Who has most inspired your per-
sonal leadership style? What did he/
she teach you?

KD: No single person has done that for me. I 
have borrowed a leadership style from lots of  
individuals that I have met along the way, a lot 
of  whom probably didn’t know they were influ-
encing me. One that I can think of  right now 
was my track coach in high school. He taught 
me what it meant to be a part of  a team and 
to work hard at something that was painful to 
do, that there is a reward at the end of  the day 
if  you put in the time to get really good at a 
skill. He was also a man who was tremendously 

generous with his encouragement, from what 
may have been the most important to the least 
important person on the team in terms of  skill 
contributions.

For instance, when I was a sophomore, my track 
team was in a huge [track] meet that would de-
termine who would be champion of  our divi-
sion. There were three runners from our high 
school and three from the other. The result from 
this race would determine if  we won and if  we 
were champion of  our league for the first time in 
our high school’s history.

While I finished last, the two other runners 
from my high school finished first and second, 
so we won the meet. We had just won the meet 
and the coach won the division for the first 
time, but he didn’t congratulate the first and 
second runners. He ran to me and said, “You 
were great. Great race, congrats!” I felt awful 
that I was last, but he wanted me to feel good. 
He was thinking about all of  the members of  
his team, which included me and my sadness 
in my last-place finish. It has taught me that 
everyone on the team really matters, that gener-
osity of  spirit is important in building a strong 
team around you. n

Melinda Estes, MD, is a board-certified 
neurologist and neuropathologist, 
but her resume is well-seasoned with 

leadership roles at some of  the country’s most 
prominent healthcare institutions. 

She became president and CEO of  the 11-hospi-
tal Saint Luke’s Health System in Kansas City, Mo., 
last September. Before then, she served as presi-
dent and CEO of  Burlington, Vt.-based Fletcher 
Allen Health Care for about eight years, spent 
nearly 20 years in a range of  leadership roles with 
Cleveland Clinic — including two years as CEO of  
Cleveland Clinic Florida in Ft. Lauderdale — and 
also served as senior vice president of  medical af-
fairs at MetroHealth System in Cleveland.

It’s easy to assume an individual with a health-
care background as sophisticated and vast as 
Dr. Estes’ must have set out for this industry 
from the very beginning, but that’s not so — she 
began her undergraduate education as a music 
major with dreams of  becoming a professional 
bassoonist. Years later, now armed with a medi-
cal degree and master’s degree in business ad-
ministration, Dr. Estes is hailed as a leader who 

knows the delicate balance between the clinical 
and financial tenets of  healthcare. She has prov-
en time and time again that she is not daunted 
to turn around and make a change — a valuable 
attribute in times of  reform. 

Here, Dr. Estes discusses some of  the most im-
portant lessons she’s learned throughout her ca-
reer, Saint Luke’s plans to deliver value-based care 
and how her time spent as a physician has influ-
enced her perspective as a health system CEO. 

Question: Who is the toughest boss 
you ever had? How did he or she chal-
lenge you and what did you learn?

Dr. Melinda Estes: It’s really difficult for me 
to point out a single person. In the course of  my 
career, I’ve had a number of  people I’ve reported 
to who were demanding individuals and strove 
for excellence. You ask what I learned over that 
period of  time, and certainly first and foremost 
was that you always need to be prepared. 

Looking at all sides of  an issue is very valuable, 
including looking not only at the intended con-

sequences but the unintended consequences. 
Every action has a reaction, but unintended con-
sequences and thinking those through before 
you make a decision — that’s certainly some-

Unafraid to Change Her Mind: Q&A With 
Dr. Melinda Estes, CEO of Saint Luke’s 
Health System
By Molly Gamble 
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thing I learned. I had a series of  bosses who challenged me to make data-
driven decisions. Today we have plenty of  data, but healthcare hasn’t always 
been that way. I was challenged early on to make sure we had reasonable 
data sources.

Q: Do you feel there are aspects of your leadership and per-
spective that may not have been as developed if you had not 
spent time as a physician? 

ME: What makes a good physician, as well as a good leader, is good listen-
ing. Listening to what patients are telling you or rhythms of  an organization 
and what employees are telling you — those are two sides of  the same skill. 
Healthcare is a team-driven effort. We put a tremendous number of  people 
around the patient. Physicians are very data-driven. What you do when 
you treat a patient is examine them, make a diagnosis, get tests and make 
a treatment plan. That same approach, in many respects, works pretty well 
in a hospital or health system: Listening, figuring out the problem, getting 
data and making a plan to move forward. 

Sometimes you see a patient and you think you know what’s going on, 
and then you change your mind. As a healthcare CEO, I think it’s useful 
to change your mind. Multiple heads make better decisions. That’s a skill I 
learned early on — don’t be afraid to ask for help. I try to hire the absolute 
best people I can and let them do their jobs. If  you do that, you have a 
group of  people with tremendously varied skill sets bringing different ap-
proaches to problems. 

Q: Back in April, Saint Luke’s was the first participant in Blue 
Cross Blue Shield of Kansas City’s Collaborative Value Pro-
gram. Are there any developments on that front since? In 
what other ways is the system embracing collaborative and 
value-based care? 

ME: We’re still in the first year of  the Blue Cross Blue Shield arrangement, 
so it’s really too early to tell what the results will be. But central to this 

model is the development of  a medical home. Our group is in the process 
of  getting Level 3 medical home accreditation [from the National Com-
mittee for Quality Assurance].That will put us in a good position to be a 
medical home and provide value-based care. 

We’re also in a similar arrangement with Humana for their Medicare prod-
uct [that was finalized in 2010], and we’re talking to many other payors 
about similar arrangements. We’ve put a lot of  emphasis on the govern-
ment’s value-based purchasing projects, and we’re an active participant in 
the VBP arena. We’re actively working on it and trying to monitor all the 
shifts in our market and nationally toward VBP. 

Q: You’re a champion for a range of issues in the healthcare 
industry. Are there any issues you’d find yourself advocating 
even if you weren’t a health system CEO?

ME: There are a number of  issues I’m personally invested in as a health-
care CEO, and one is quality of  care and the safety of  our patients. Second 
is access, and finally, I am a firm believer in the idea that health starts with 
what you put in your mouth. I’m a real believer in nutrition. We, as health-
care providers, have an obligation not only to provide nutrition education 
but to practice what we preach. Is there something I’d advocate even if  I 
weren’t CEO? One is access. I feel very strongly that everyone should have 
ready access to healthcare. And I’m a real proponent of  nutrition and a 
healthy lifestyle.

Q: Your career path is an interesting one — it suggests it’s 
never too late to make a change. How do you keep yourself 
going in midst of a nationwide reform, when healthcare is try-
ing to tackle such large, unprecedented changes?

ME: Most careers I liken to sailboat racing. Conditions may change, wheth-
er wind, seas or tide, and you have to be unafraid. In terms of  all the 
change, I think you can either view it as truly daunting or as an opportunity. 
I view it as an opportunity to figure out better ways to provide quality, safe 
care for patients and continue to achieve the excellence in healthcare that 
Saint Luke’s is known for. 

I’m a firm believer in paying attention to what you can control. We work 
really hard in trying to work on those things we can control and we keep an 
eye on other things going on, but don’t get too caught up in it. None of  us 
knows what will happen in the next six months, as I expect the election will 
have an impact on healthcare. 

Q: Finally, what are some things occurring at Saint Luke’s 
right now that have you the most excited? 

ME: There’s a lot going on at Saint Luke’s, just like everywhere in health-
care. We’ll be moving to a new electronic medical record over the next 
two to five years. We’ll also be building a data warehouse, which should 
give us an opportunity to have real-time data from patient records, fi-
nancial records and utilization records to make better decisions and ask 
better questions. 

The second thing is our Focus 2015 project. [Editor’s note: This system-
wide initiative launched in January to achieve a $100 million improvement 
through revenue enhancements and the elimination of  ineffiencies.] Every-
body in healthcare is really working on the value equation. The numerator 
of  the value equation is quality, safety and access, but the denominator is 
cost-effectiveness. I think that’s in perfect concert with the national move-
ment. Regardless of  what happens with the Affordable Care Act or the 
election, the fundamental problem is that healthcare costs won’t go away. 

Saint Luke’s is a big and complex health system. We’re trying to leverage 
the power of  that system and view ourselves more as a system rather than a 
collection of  entities. We’re looking at integration at multiple levels, wheth-
er operational or strategic, and how that will let us leverage the power of  
our system. n
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A popular quote from the teachings of  Bud-
dhism says that, “An idea that is developed and 
put into action is more important than an idea 
that exists only as an idea.”

Ideas are great to have, especially in today’s 
evolving healthcare environment, but they 
don’t mean a whole lot if  they never material-
ize. Learning from the best practices, and ideas, 
from other hospitals and health systems could 
expedite the reform everyone craves, and many 
CEOs are already trying to change the paradigm.

The year 2012 is surprisingly almost three-quar-
ters behind us, so that means plenty of  strategic 
planning lies ahead for 2013. Here, three CEOs of  
innovative health systems — Wyatt Decker, MD, 
CEO of  Mayo Clinic in Phoenix, Brian Gibler, 
MD, president and CEO of  UC Health Univer-
sity Hospital in Cincinnati, and Julie Manas, CEO 
of  Sacred Heart Hospital in Eau Claire, Wis., and 
president of  Hospital Sisters Health System West-
ern Wisconsin Division — share some of  their 
biggest strategic ideas going into 2013 and how 
those ideas are actually being put into action.

Question: If you had to narrow down 
your hospital or health system’s strategy 
for the rest of this year to one main item, 
what would it be? Why is that one item 
so vital to your organization’s success 
for the rest of 2012 and going into 2013?

Dr. Wyatt Decker: We have to provide care that 
is trusted and affordable. That’s obviously pretty 
broad, but what we have to do in healthcare is fo-
cus on creating value. That’s providing excellent 
quality at an affordable cost, and of  course, that’s 
something that is part of  the Mayo Clinic’s formula 
and has been for years. But now we’re accelerating 
that because of  the Affordable Care Act, and all 
providers are starting to figure out what new mod-
els of  care provide quality care at a low cost.

Dr. Brian Gibler: I would have to say it is 
developing a 24/7 hospital. It seems counterin-

tuitive. A hospital is, of  course, open 24 hours a 
day, seven days a week. But academic hospitals 
are going to have a different role in the future 
than they do now. University Hospital is part 
of  UC Health, which is a $1.3 billion operation 
that includes UH, UC Physicians, a rehabilitation 
hospital, West Chester (Ohio) Hospital, an affili-
ation with the Lindner Center of  HOPE — that 
is UC Health. UH obviously serves as the flag-
ship because of  its size, and it is the tertiary and 
quaternary care institution in the region. UH is 
the place where patients come who are critically 
ill or critically injured and come from all over the 
region, nationally and even internationally. 

This concept of  24/7 is pushing toward a new ver-
sion of  the hospital. Hospitals are open 168 hours 
a week, but most services at hospitals are open dur-
ing weekday hours. We are expanding out every-
thing: critical care, radiographic imaging — in real 
time at 4 a.m., you can have a CT scan read within 
30 to 40 minutes — OR hours, transplant services. 

To make this work, you have to have very strong 
nursing care. You have to have nurses who can 
provide critical care, and we have very high-qual-
ity nurses here. And that goes along with physi-
cians being available. 

We want patients discharged anytime during the 
day all during the week, and it makes us more 
efficient. This is all part of  a strategy to have 
hospitals demarcated by what they are. These 
pieces woven together will get us where we want 
to go in the future — an environment where the 
academic medical center is the last resort for the 
critically ill and injured patients.

Julie Manas: For the two hospitals I am re-
sponsible for, it’s the focus on quality, safety and 
service. We want to be in the top 10 percent in 
those areas. This isn’t because Sacred Heart Hos-
pital and St. Joseph’s Hospital aren’t close to that 
— we are already at the 90th percentile in some 
measures, but in others, we are in the 50th to 60th 
percentile, and we know we can do a better job.

Why is this important for me? It’s the important 
thing for our patients. But also, from a strategic 
standpoint, this marks the evolution from vol-
ume to value. If  we can get this right for the 
patient and have our baseline in the top 10 per-
cent, patients can know that we are doing the 
right thing for them clinically. It’s definitely our 
focus for the next few years, and I don’t think 
we’re going to let up on it. It’s a wonderful thing 
for the patients and communities we serve that 
we’re focusing on this. 

Q: New payment models are obviously 
becoming a game changer in the hospi-
tal sector. Can you explain what strat-
egies your hospital or health system 
has in regards to bundled payments, 
shared savings, innovative payor con-
tracts, etc.? 

WD: We’ll see an increasing focus on keeping 
patients and the population healthy as opposed 
to treating them when they are sick. Academic 
medical centers are at risk. We’ll share in the 
costs of  treatments, so then we’re all motivated 
to keep them well, and to me that’s a fundamen-
tal shift in the healthcare system. 

BG: This comes down to a major shift away from 
procedural-based care to outcomes-based care. 
Value-based purchasing and these types of  things 
are all ways of  saying, “Look, we want to reward 
great outcomes.” And this is not just federal pay-
ors but also private payors — United, Anthem, 
Humana and so forth. They also want to reward 
you and reward patients for great outcomes. 

Where we can go with this: We will do fine from 
any payment if  we take care of  patients who no 
one else can take care of. We’re not competing with 
community hospitals. We have great community 
hospitals here, but an academic medical center is 
different. Our competition is Cleveland Clinic, 
UPMC, Washington University [St. Louis], Mayo 
Clinic — those are the places patients could leave 
Cincinnati to go to, which will affect our payments.

Ideas Into Action: 3 Hospital CEOs Talk 
Strategy Going Into 2013
By Bob Herman

Dr. Wyatt Decker Dr. Brian Gibler Julie Manas
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JM: Those [models] have been around for a while. They’re getting more 
national play because that really is the future direction. One of  the things our 
health system has done a good job of  is we’re self-insured for our employees 
and families, and we offer wellness initiatives to keep colleagues healthier, 
therefore reducing the total expense of  healthcare. We’ve had tremendous 
success in that across all 13 hospitals in the [Hospital Sisters Health System] 
ministry. Taking those lessons learned and offering that expertise to self-
insured employers in the community is something else we’re developing. 

One of  the other things we’re doing health system-wise is a clinical inte-
gration network as a [limited liability company]. Many independent and 
employed physicians have signed up already, and it allows us in any market 
to go to insurers for shared savings and bundled savings opportunities. A 
lot of  work goes into building it, and you have to have physician buy-in.

Q: What about your hospital’s health IT strategy? How are 
electronic health records, ICD-10 and other initiatives of the 
same ilk being prioritized?

WD: It’s incumbent upon healthcare providers to leverage technology to 
make lower-cost, better-quality healthcare. We traditionally think of  tech-
nology as increasing healthcare costs. A great example is the EHR. Right 
now, we’re at an awkward teenager phase of  EHRs. It needs to move fairly 
quickly where we have an efficient EHR so doctors don’t waste time at an 
EHR terminal, but it also has to allow for population management. We’re 
working with GE and Cerner on developing a new generation of  EHRs 
that will allow providers to leverage technology and improve care.

We also began looking at new models of  care a while ago. For example, we 
partnered with Arizona State University, which cares for more than 70,000 
students. We will be working with them to provide smartphone apps that 
provide students with answers to healthcare questions so they don’t have 
to go to the doctor’s office. For example, you could take a picture of  a skin 
lesion you had, send it to a student health center, and they could look at it 
to see if  it is a concern. If  they felt it was a concern, they could have a Mayo 
dermatologist review it. That’s a model we’re already deploying. 

Also, for rural hospitals, we’ve created a telestroke program. If  patient ar-
rives in the emergency department with a stroke, they contact one of  our 
physicians, sort of  like Skype but with more security. We’ve been doing this 
now for a couple years, but to me it’s a great model. It’s state-of-the-art 
care for a population that doesn’t have access to it, and it’s very economical 
because [rural hospitals] don’t have to employ neurologists.

BG: We are right now in the middle of  our $85 million EHR project with 
Epic. Already, we’ve introduced our ambulatory EHR portion, and soon, 
we will be doing the inpatient portion. It’s interesting — it’s very helpful 
for greater Cincinnati that all the systems are on Epic. I’m on the board of  
the Greater Cincinnati Health Council, and we have a group called Health-
Bridge that is trying to improve communications with all these different 
hospitals and different providers. 

We also have technological pieces to improve — CT scanners, MRI, robot-
ics that you’d expect in an academic medical center. It’s all brought together 
by having a great EHR, and we’re very excited about improving everything 
from the quality of  care to the communication among physicians and the 
community of  patients.

JM: [Laughs] It’s very expensive. We’ve termed this “e-care” and have put 
a lot of  things under that umbrella. We have our EHR rolled out in all 13 
ministries/hospitals. The next evolution of  that is computerized physician 
order entry. We have three hospitals that have gone live. We’ll do the rest 
between now and March 2013. 

When meaningful use dollars came into play, it caused a lot of  healthcare 
executives to accelerate their health IT projects, and now it seems like we’re 
all trying to do these projects in an 18-month period. Everybody is trying 
to find the same health IT people at the same time, with go-lives virtually 

everywhere across the country — it’s been a challenge nationally. For the 
right reasons, the execution of  this is difficult. 

Other things we’re working on include telemedicine. For Wisconsin and 
other places in the Midwest where much of  the population is rural, it’s im-
portant we develop this type of  telehealth. It’s also important to assist our 
independent physicians with their EHRs so there is a seamless information 
flow between them, the hospitals and the outpatient [facilities].

Q: When it comes to physical construction and expansion of 
the facility and/or other care centers, what is coming down 
the pike for your organization? When should a hospital con-
sider an expansion strategy with its real estate and plant? 
How do energy efficiency projects within your hospital fit 
into your current vision?

WD: This is a really key question. [Mayo Clinic is] growing in our Arizona 
presence, but we’re trying to do it a thoughtful way. We talked about popu-
lation management and healthcare providers being at risk for the care of  
that population. If  we keep people healthier, it’ll be much harder to fill 
hospital beds. We’re building 200,000 square feet of  new space, but most 
of  it will be outpatient space or hybrid, inpatient/outpatient space. It has 
to be a new model of  care where patients can get access to infusions and 
tests 24/7, but not actually sleep in the hospital. 

With energy efficiency, we’re also being mindful of  our energy expenses. 
There are two sides. One is the imperative for all organizations to think 
green, whether it’s recycling or being energy-efficient, but now there’s a 
legitimate business case. Luckily, those things go hand-in-hand. Utilizing 
renewable energies and minimizing needs for resources is both right for the 
environment but also generally is worth it in costs over time.

BG: Bricks and mortar are very important for any hospital. We just built 
West Chester Hospital, and we brought psychiatry to a local hospital that 
no longer provides acute care. So we are now leasing space at that hospital 
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for psychiatry, and that freed up our eighth floor, which used to be our psy-
chiatric floor. It has increased the number of  beds all through renovations, 
and ultimately our beds are going to cost $180,000 a piece. If  you built a new 
tower, those could be $2 million per bed. We’re doing it in a very proactive 
fashion, but we’re doing it at 10 percent of  the cost. Leasing is a cost, but it’s 
less than building new. 

For energy efficiency, all windows on our eighth floor — which were installed 
circa 1969 — are being replaced with high-grade windows that will prevent 
energy loss. Other areas will now have double- or triple-glazed windows, too, 
which is what you expect at a modern facility now. West Chester Hospital was 
also built as a green hospital. Just doing that will save us energy costs. 

JM: Generally speaking, we should all be looking at expansion more on an 
outpatient basis and less hospital-centric. If  you’re going to undergo hospital 
construction and it doesn’t meet one of  three buckets — creating private 
rooms, meeting some type of  code requirements or improved energy effi-
ciencies — then you really should look at it even more carefully. Yes, interest 
rates are at all-time lows, which makes it financially easier, but I believe with 
healthcare reform and value-based purchasing that we’re going to see utiliza-
tion of  true inpatient beds lessen in the future, even more than what we’ve 
already experienced. 

Q: What are some of the most innovative and unique projects 
you have planned for your hospital or health system going 
into 2013? 

WD: Where to start? We’re launching an expansion of  hybrid centers and 
cancer services. We’re also focusing on the science of  healthcare delivery to 
show the value of  healthcare over time instead of  just looking at the cost 

of  a single episode of  care. Another center is the Center for Individualized 
Medicine. It focuses on “-omics,” like genomics, and how to bring that to 
the bedside. For example, we just opened a genomic cancer clinic. It’s al-
lowed us to find some customized approaches to cases. 

Another one is regenerative medicine. This is moving away from transplants 
to actually growing cells of  your own cartilage and implanting them in your 
joints so you don’t have joint replacements. We have a trial right now at Mayo 
Clinic in Rochester, Minn., that involves heart muscle cells — essentially, it’s 
taking your own skin cells, getting them to grow in a Petri dish, turning them 
into stem cells and telling them they are muscle cells. Projects like this could 
be game changers for something like cardiac transplants. It’s just a huge or-
deal to go through a transplant.

BG: One of  the things we’re trying to do is expand our research. Patients 
expect to be in programs that will provide them not just state-of-the-art care 
but also treatment. What’s that next drug? We have a very strong clinical trials 
program, particularly for cancer, stroke, trauma and emergency care. That’s 
something we’re really emphasizing from our hospital’s perspective because 
that defines you as different from a community hospital. Educationally, we’re 
responsible for training future physicians, nurses and allied health profession-
als — that’s also a part of  what we do. Trying to improve innovation and edu-
cation will make this a better place to train. High-quality training that makes 
you a better hospital attracts better faculty and, quite frankly, attracts patients.

JM: One of  the things we have that is relatively unique is we’re working 
with a county hospital [Rusk County Memorial Hospital & Nursing Home 
in Ladysmith, Wis.] that wants to get out of  the hospital business. Through 
a partnership with Marshfield (Wis.) Clinic, we are working to establish a 
joint venture to acquire and run this hospital with the Marshfield physi-
cian group. We’re in the due diligence phase right now. A partnership with 
a physician group in a joint venture to take over a county hospital — it 
makes a lot of  strategic sense, and it could be a really unique, integrated, 
all-service campus. It’s a win for the community. 

Q: If you could advise other hospital CEOs out there to take 
one calculated risk with their strategy for next year, what 
would you suggest? How can other hospital CEOs make sure 
their organizations remain vibrant?

WD: This is an interesting question. I would say take your area of  strength 
— primary care or complex tertiary care — and develop a better model. Do 
something you think is a more efficient model of  care. For example, if  you’re 
in primary care, maybe you don’t need a doctor seeing every patient. Use a 
medical home model and have a nurse see some of  the patients. Right now, 
doctors feel threatened by a model like that, but it could be very empowering. 
We’re launching a small primary care clinic, and that’s what we’re going to do. 
It’ll be a team-oriented approach with the doctor as the quarterback or the 
CEO. Patients will have access to physicians, but if  they need a check-up or 
something along those lines, they won’t always have to go to the physicians. 

BG: The strategy of  expanding traditional hours is something that is a ma-
jor difference compared to how medicine is traditionally provided. People 
are always struck how a hospital parking lot in the middle of  the day is full, 
but at 7 p.m., it’s empty. That doesn’t make any sense. Try to expand the 
hours of  care. Make the hospital a creature that is 168 hours a week.

JM: First, be bold, and don’t be stagnant. If  there is anyone within the or-
ganization that is interested in doing something unique, consider doing it. 
Those that are most successful will take the risk. This directly involves a pri-
mary care focus and primary care physician alignment. That has served many 
health systems well in the past, but it’s going to be critical going forward to 
drive the care of  patients to the right place. The infrastructure of  primary 
care physicians aligned with a health system will be a very positive strategy. It 
doesn’t mean you have to go out and hire them necessarily — it’s more about 
alignment and having physicians who can work with you in a collaborative 
model on what’s best for the patient. n

Connecting People
to Healthcare
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Overworked and Exhausted: How to  
Alleviate Nursing Resources Through 
Employee Engagement and Recognition
By Cynthia Hanna, RN, Clinical Director, BerylHealth

The registered nursing workforce is the top occupation in terms of  
job growth through 2020, according to the American Association 
of  Colleges of  Nurses. By then the number of  employed nurses 

needed will grow to 3.45 million, a 26 percent increase within the decade, 
according to the Bureau of  Labor Statistics. This is great news for job op-
portunities, but with an already large shortage of  resources and increased 
demand, will many nurses “check-out” of  the hospital if  all of  these slots 
aren’t progressively filled? 

Presently, it comes as no surprise and is no secret that nurses are over-
worked, heightening concern for systems that are moving towards pay 
for performance and results-driven reimbursement. Patient satisfaction, 
reportable quality indicators and reducing readmissions are top priorities 
for hospital and healthcare organizations. These priorities, coupled with 
more acutely ill patients, make the task of  delivering quality care harder for 
nurses to achieve — let alone achieve upon exhaustion.  

Nurses take the profession seriously and have a high level of  skills that 
serve as a requirement to delivering exceptional care. Conducting over 100 
tasks per shift and being interrupted every three minutes, the reality of  be-
ing a nurse in today’s healthcare delivery system seems overwhelming and 
sometimes impossible. Emotional exhaustion, physical injuries due to the 
demands of  the job and post-traumatic stress disorder are common ail-
ments our nurses are facing.

Sleep deprivation due to extended work hours and circadian disruption is the 
Achilles heel of  the medical profession. Fatigue increases the risk of  adverse 
events, compromises patient safety, and increases risk to personal safety and 
well-being. In addition, one out of  every five emergency department nurses 
meets the criteria for post-traumatic stress disorder, which can clearly be 
brought on by continual exhaustion. Imagine if  one-fifth of  your hospital or 
healthcare organization’s nursing staff, including ED nurses, suffered from 
exhaustion and PTSD. This not only impacts your hospital staff ’s happiness 
and performance, but quality care and the patient experience. 

Healthcare has evolved to an environment of  increasing complexity. In 
some cases, this complexity has resulted in adverse events from uninten-
tional human error, such as receiving the wrong type or dose of  medication 
or being identified as the wrong patient. In some organizations, nurses are 
working extended hours due to staffing shortages and have little time for 
breaks and time at the bedside where it matters most, which can lead to a 
higher margin of  error. 

So what are some solutions for healthcare organizations with already too 
few resources to improve nursing satisfaction and free up nursing staff ?

Through employee engagement and recognition, hospitals and systems can 
increase the morale of  their staff  as well as decrease turn-over, which yields 
a happier, healthier staff. With a happy and engaged nursing staff, the results 
will show a direct correlation with increased patient satisfaction, which keeps 
the hospital in the clear when it comes to satisfaction survey reimbursement 
penalties from CMS. It also instills trust and loyalty in the patients they serve. 

An increasing number of  hospitals are also integrating post-discharge call-
ing as part of  the care continuum following a patient’s stay to manage 
disease and reduce readmissions, another task often assigned to the unit 
nurses to complete between patient encounters. A trending solution is to 

outsource post-discharge 
follow-up calls and offload 
some of  the multiple re-
sponsibilities some systems 
ask their nursing staff  to 
perform. For example, nurs-
es are used in many ways 
aside from care delivery at 
the bedside by providing 
virtual triage services, allow-
ing patients to call a nurse to 
provide medical advice. 

Emerging data reveals the ev-
idence-based best practice of  
outsourcing post-discharge 
calls has proven to increase 
patient satisfaction, reduce readmissions and improve medication compli-
ance and aid in navigating patients to the next stage of  the care continuum.

In order to get nurses back to the bedside to deliver exceptional experiences, 
taking some of  these responsibilities off  their plates is key. This not only al-
leviates stress, but also ensures nurses are satisfied with their job by getting 
back to the role they have sworn to play set forth by Florence Nightingale 
— devoting themselves to the welfare of  those committed to their care. n

Cynthia Hanna, RN, BSN, clinical director at BerylHealth, brings more than 21 
years of  nursing experience and clinical insights to the BerylHealth business strategy. 
Ms. Hanna also works closely with BerylHealth’s services development team to be the 
voice of  the healthcare organization during development and enhancements to align goals 
with that of  the clients’. Ms. Hanna spent much of  her nursing career in critical care 
at Baptist Memorial Memphis, Cardiology Associates of  Memphis and the trauma 
ICU at The MED. She was also the director of  cardiology at Saint Francis Hospital 
in Memphis. Prior to coming to BerylHealth, Cynthia worked for several Fortune 100 
companies, including GE Healthcare, as a clinical solutions specialist and Wolters Klu-
wer where she helped create CPOE for different EHR companies. 

“INSANITY  is doing the same 
thing, over and over again, but  

expecting different results.” 
-Albert Einstein 
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The challenge
For most healthcare leaders, reform has focused 
on the implications of  changes in payment 
models. Yet the objectives outlined in the Triple 
Aim require a significant redefinition in the way 
frontline personnel must work together to de-
liver service. No formulas, mandates or policy 
changes from outside the organization can de-
termine the best way to redefine these relation-
ships. There may be several exemplary models 
of  organizations that have successfully cracked 
this nut, but typically these models are not trans-
portable to different organization cultures. 

The responsibility to reframe these critical rela-
tionships rests upon the shoulders of  hospital 
CEOs to determine who the critical internal and 
external stakeholders are, to redefine what those 
relationships should be and to outline the strat-
egy and tactics to move from the current state to 
the new one. At center stage are physicians, most 
of  whom must learn to work in a more collab-
orative environment than they are accustomed 
to and where the work they have been trained 
to perform must often be distributed to others. 

At the heart of  the matter, most physicians are 
skeptical that healthcare reform will help them 
improve their ability to serve patients. An in-
formal survey of  physicians completed in May 
2012 by the Doctor Patient Medical Association 
Foundation indicates that 83 percent of  respon-
dents said that changes in policy “makes me 
think about quitting.” Ninety percent responded 
that they feel the healthcare system is on the 
wrong track. Interestingly, when asked, “Who 
is most likely to improve the problems in medi-
cine?” 80 percent of  the respondents believed 
that physicians and medical professionals held 
the solutions. In short, physicians do not like the 
direction healthcare is moving, and they feel they 
are the only ones who can properly reframe how 
healthcare is delivered. 

The key for the successful transformation to 
the new models of  care will be the manner in 
which CEOs use the capabilities of  physicians 
to accomplish this work. Unfortunately, for both 
parties, the perceived quality of  relationships 
between hospitals and physicians is low. A Price-
waterhouseCoopers 2010 report, “From Court-
ship to Marriage: Why Health Reform is Driving 
Physicians and Hospitals Together,” delves into 
the challenges of  the hospital-physician relation-
ship. When asked whether they trust hospitals, 
20 percent of  physicians surveyed said “no” and 
57 percent said “sometimes.”

Behind the curtain
In our work with physician leaders, we have of-
ten found them at the surface to be skeptical 
of  hospital leadership. They believe they them-
selves have become replaceable commodities, 
not appreciated for their unique talent and the 
time and devotion to the profession. They be-
lieve they have little influence over the practices 
of  the institutions they serve. They believe that 
healthcare administrators do not understand the 
complexities of  their roles and see them as com-
plaining when bringing up issues. Many physi-
cians believe that they work in systems for which 
they can see no other logic than being squeezed 
to serve the financial interests of  the larger 
healthcare systems of  which they must be a part. 

CEOs often view physicians as incapable of  see-
ing the larger picture — unable to appreciate the 
complexities and challenges of  running an orga-
nization. Administrators may see physicians as 
reluctant to look at their work with a different 
set of  eyes. They may see physicians as naïve and 
self-serving, rigid and unwilling to move out of  
their parochial perspectives.

Both groups want something appreciably more 
from their relationships, but appear to be un-
successful in building mutual trust and creating 
more effective organizations to get what each 
both desperately want. The reality is that physi-
cians and administrators working together must 
forge the path forward. 

Peeling back the curtain, it becomes obvious that 
both groups must rely on one another to work 
through these adaptive issues in more effective 
ways. Both have the motivation to achieve better 
outcomes, yet neither side consistently knows how 
to capture the passion and capability of  the other. 
This tragic set of  circumstances can be overcome 
through some consistent leadership practices. 

Building physician  
engagement
Healthcare administrators who consistently use 
five questions to guide the way they work with 
physicians will find it easier to build more power-
ful physician engagement necessary to create and 
implement more effective models of  care deliv-
ery. The answers to these questions help create 
effective physician/administrator relationships 
during times of  ambiguity and relentless change. 

1. What do you want your physicians 
to do? In far too many cases, senior healthcare 
administrators are concerned with controlling 
policy or providing narrow roles for their physi-

cian leaders. Physicians are consequently suspect 
of  the intentions of  the CEOs and administrators 
and feel that they are simply being used for some 
lesser purpose. Physicians will be more highly en-
gaged if  they believe their voices will be actively 
included on the substantive issues. Asking physi-
cians to address and subsequently holding them 
accountable for the solutions of  the more impor-
tant organization challenges creates a higher level 
of  transparency and a realization that there may 
be no single solution. It also sends a message that 
the senior leader values physicians’ input and does 
not see them as a replaceable commodity. 

2. Do they know how to do the work? 
Physicians are problem solvers on steroids. They 
are paid to see a patient and listen to the malady, 
diagnose the situation and determine a remedy in 
a matter of  minutes. Typically no one has trained 
them how to deal with complex organization is-
sues that require higher levels of  finance, strate-
gy, leadership, etc., that have been so much a part 
of  the most administrator’s advanced education 
and daily experience. When the two stakeholders 
come together, each speaks a different language. 

Rather than complaining that physicians “don’t 
get it,” it is more helpful to provide them with 
substantive education around core business skills 
so they can better understand the administra-
tive challenges of  running the organization and 
more effectively use their medical backgrounds 
to help solve them. Physicians need to under-
stand the basics of  strategy, leadership, finance 
and organizational development. 

3. Do they have the resources to do the 
work? Typically, physicians receive little finan-
cial reward for participation in leadership and 
organization improvement efforts. As a result, 
physicians shoehorn these activities. If  CEOs 
are serious in their expectations that physicians 
are to make a significant difference, then the 
organizations must make the space for them to 
do the work. They must demonstrate that lead-

5 Questions for Building Physician  
Engagement 
By Ralph Jacobson, Founder and Principal of The Leader’s Toolbox
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A new report from the Commonwealth Fund, “Accountable Care 
Strategies: Lessons from the Premier Health Care Alliance’s Ac-
countable Care Collaborative,” explores the various organizational 

models and compensation options for ACOs. 

The report highlights five specific pay models that providers, payors and 
other ACO participants should discuss with physicians before deciding to 
start an ACO. “Ultimately, an ACO’s compensation model needs to be lo-
cally determined, based on the unique makeup of  the physician population, 
the relationship that exists between providers and payors, and other fac-
tors,” according to the report.  

1. Straight salary. The set income level may include a bonus/incentive 
or a provision for guaranteed income. One implication of  this model is that 
it provides the assurance of  an income level, and without bonuses, it offers 
little financial incentive to deliver outcomes based on predefined measures.

2. Equal shares. The income level is based on revenue after expenses, 
and expenses are divided equally among providers. This model rewards 
lower utilization and may allow less productive physicians to capitalize on 
the work of  their more productive colleagues. 

3. Productivity-based compensation. Income is based on the per-
centage of  either billings or collections, or on resource-based relative value 
scale units assigned to procedures. Overhead costs are allocated among 
physicians. This model rewards physicians’ efforts to deliver outcomes, but 
also rewards greater utilization and more referrals. Additionally, it is largely 
affected by patient and payor mix. 

4. Incentive-based compensation. A portion of  income is tied 
to providers’ performance around the ACO’s core goals, such as re-
duced costs or improved population health as measured by specific 
metrics. This model rewards physician efficiency and appropriate uti-
lization while also promoting a patient-centered focus in the care de-
livery process. 

5. Capitation. Income is based on a distribution of  money from payors, 
either equally or based on a predetermined formula. The capitation model 
rewards cost-efficient and effective care but can be influenced by the spe-
cific marketplace and providers’ skills in contract negotiations. n

5 Compensation Options for ACO  
Physicians
By Molly Gamble 

ership and strategic work are legitimate and im-
portant parts of  physicians’ jobs and valued by 
the organization. Physicians must have the qual-
ity time to devote to this work and to receive 
recognition for its accomplishment.

4. Are physicians motivated to do the 
work? Historically, although physicians may 
have had the title of  leader, in fact their primary 
focus has been the day-to-day management of  
their departments or clinics. This requires deal-
ing with issues of  scheduling, conflicts between 
people, operational efficiencies, etc. As a result, 
many physicians believe that leadership means 
dealing with the things no one else really wants 
to address or being thrown in the midst of  un-
winnable controversies. Because they see little 

positive gain by taking on the role, many capable 
physicians avoid taking on the leadership work.

Hospital CEOs need to help physicians more 
clearly understand the positive impact their lead-
ership can have on more important issues, such 
as patient care, organization effectiveness and 
morale. In this manner, physicians can leverage 
their knowledge for the greater good and effec-
tively address the higher strategic issues. 

5. How will CEOs know they have been 
effective? Engaging physicians is challenging 
work. It is helpful for CEOs to understand the 
benefits and the outcomes they want to achieve 
before they start the process. Being clear about 
the positive impact of  better physician engage-

ment in the change process is a critical step in 
shaping the message to physicians. 

Historically, most healthcare change initiatives 
have been perceived as win/lose situations — 
physicians typically perceiving that they have re-
ceived the short end of  the stick. The responses 
to these five questions can streamline commu-
nication and execution and simplify the process 
of  building relationships with this critical stake-
holder group. n

Ralph Jacobson is founder and principal of  The Leader’s 
Toolbox and author of  “Leading for a Change: How to 
Master the Five Challenges Faced by Every Leader.” 
He is also a faculty member of  the Physician’s Leader-
ship College. He can be reached at theleaderstoolbox.com.
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It seems like a logical pairing for hospitals to aggressively manage em-
ployee health. Hospitals are communities’ anchors of  well-being, after 
all. With the rise of  value-based care models such as patient-centered 

medical homes and accountable care organizations, many hospitals have the 
resources necessary to improve the health of  their own workforce, yet this 
initiative often falls from the top of  a healthcare organization’s priorities. 

This seemingly internal duty has taken on a new meaning for hospitals, and 
even more so for CEOs. Employee health is extremely telling of  how suc-
cessful a provider may be in broader population health models — in many 
ways, it is a natural pilot program before organizations can tackle ACOs, 
PCMHs and other models. 

Walking the walk 
Employee health management is an opportunity for hospitals to put their 
money where their mouths are. When a large employer asks how a hospital 
plans to manage population health, a successful organization should be 
able to illustrate that answer by referring to its own workforce. 

“What’s happening is our clients are seeing more interest in health and 
wellness opportunities,” says Andrew Chastain, senior vice president and 
regional director with Atlanta-based Witt/Kieffer. “This is what employers 
in big markets want hospitals to be able to do, and [hospitals] want to show 
they’re doing that for their own employees.” 

Mr. Chastain said more hospitals are seeking CMOs to manage the health 
of  employees in addition to the more traditional duties of  overseeing qual-
ity initiatives and physician recruitment. 

Margaret Sabin, president and CEO of  522-bed Penrose-St. Francis Health 
Services in Colorado Springs, Colo., has realized how vital the health of  the 
system’s employees is to her organization’s credibility. 

“Before we went out to, not even establish an ACO, but help employers with 
their health, employers wanted to know what we had done with our own em-
ployees. The CEO would say, ‘Tell me what you’ve done with your own,’ and 
if  you don’t have a good answer, that’s a big loss of  credibility,” says Ms. Sabin.

The hospital industry is playing catch up 
Somewhat ironically, some say the hospital industry is a bit behind the 
curve in its approach to employee health. Other large employers outside of  
the healthcare industry have aggressively managed the health and wellness 
of  their employees for years. General Mills, Walt Disney Parks & Resorts 
and Perdue are just a few major corporations with employed CMOs in ad-
dition to robust wellness programs including fitness centers, healthy food 
options, on-site health screenings and annual runs and walks. 

“I recently met with the CMO of  a Fortune 10 company. His job is about 
managing the health productivity equation for that company, which has 
about 250,000 employees worldwide.” says Mr. Chastain. “I think hospi-
tals are catching up and viewing [employee health] as an opportunity to 
increase revenue.”

In 2011, Penrose-St. Francis launched its Penrose Pilot Associate Plan, 
which implemented a program similar to that of  a patient-centered medical 
home. The system’s 2,200 employees elected  a primary care physician from 
the two PCP groups with which the system partnered — called preferred 
providers — or other contracted providers.

Penrose-St. Francis paid a $4 per member per month management fee to 
participating providers, and employees’ deductibles for services provided 

by the PCP were waived. As the employer, Penrose-St. Francis identified 
the major health targets of  its employee population, and the providers will 
submit outcomes and metrics to the hospital over the next couple of  years. 
For now, physicians are paid the per-member, per-month fee, but the sys-
tem hopes to introduce pay-for-performance within the next year. 

A director of  integrated services oversees the initiative as well as a medi-
cal director. The director of  integrated services has dual reporting duties 
to Penrose-St. Francis’ human resources department as well as Ms. Sabin. 
“Because of  how important [the program] is, that person has matrix re-
sponsibilities directly to me as CEO. Because it’s about the culture of  the 
organization, and that’s something the CEO must oversee.” 

Gaining a competitive advantage 
So far, Ms. Sabin says Penrose-St. Francis just completed its most success-
ful year yet — in terms of  both financial and productivity performance. 
Johnny Rea, spokesman for Penrose-St. Francis, said in an email that the 
system’s fiscal 2012 year was its fourth consecutive year of  double-digit 
growth in EBIDA and its best year ever. “We did this while maintaining 
operating costs below what they were in 2009,” he wrote.

Ms. Sabin says employee health initiatives are not only predictive of  a pro-
vider’s ability to manage population health, but also serve as a strategy to 
differentiate the hospital workplace in competitive markets.  

“The way to be competitive in this divergent market is all about the culture 
of  the organization,” says Ms. Sabin. “I think CEOs are beginning to realize 
how human productivity is a differentiating competitive factor. Every hos-
pital is saying the biggest challenge is in reducing costs. We are the lowest-
cost network within Centura. [Editor’s note: Englewood, Colo.-based Centura 
Health includes four networks with 13 hospitals.] I believe that performance 
is strongly attributable to out wellness and productivity focus.” n

The New Competitive Edge for  
Hospitals and ACOs: Employee Health
By Molly Gamble 
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Setting CEO compensation is an intricate 
dance that’s intertwined with overall 
hospital performance. Boards want to 

pay a CEO well enough to ensure that he or she 
is getting the best possible expertise for a very 
tough job, and they want to structure the com-
pensation in a way that incentivizes the CEO 
and everyone who reports to him or her to put 
in a great performance. 

“This has always been a delicate balancing act, 
but in the pay-for-performance era it has sud-
denly become a lot trickier,” says Quint Studer, 
founder of  Studer Group. “And as organizations 
seek to hardwire profitability, getting CEO com-
pensation right is more critical than ever.”

Traditionally, the typical CEO has been given a 
base salary plus a bonus connected to how suc-
cessfully the hospital meets a certain set of  goals. 
The better the hospital performs, the more the 
CEO gets paid.

Let’s use Community Hospital as an example. 
The CEO gets $200,000 in base pay and up to a 
30 percent bonus ($60,000) for meeting specific 
performance criteria. (Other senior leaders may 
enjoy similar compensation structures that in-
clude, for example, 20 percent of  their base pay.)

Perhaps one of  the CEO’s incentive goals is con-
nected to patient falls. The hospital is having too 
many falls, so it sets a goal to reduce them by X 
percent. There’s a built-in trigger rate the hospital 
has to meet before the CEO gets any bonus at 
all. Once that trigger rate has been met, the CEO 
will get at least a percentage of  the bonus. (If  70 
percent of  the benchmark goals have been met, 
the CEO will get 70 percent of  the bonus.)

“Of  course, the patient fall goal is only one of  the 
criteria that goes into the bonus,” says Mr. Studer. 
“Bonuses may be contingent on three or more ar-
eas of  performance — financial, quality, patient 
experience, staff  and physician satisfaction, etc. 
And, within each of  these areas could lie numer-
ous benchmarks that determine incentive payout.”

Boards and CEOs have agreed to this system for 
years. It makes sense to them.

However, all of  this assumes the hospital is 
maintaining a workable operating margin. The 
average hospital’s is 2.2 percent. That margin 
is critical. It’s what allows CEO bonuses to be 
paid, sure, but it’s also what allows for invest-
ment in new technology, renovations, and so 
forth — all the things that enable the organiza-
tion to provide excellent patient care.

Now that pay-for-performance has come along 

the entire ballgame has changed. As CMS begins 
withholding reimbursement (as part of  its Value-
Based Purchasing program) based on performance 
in various areas — process of  care measures, pa-
tient perception of  care, readmissions, healthcare-
acquired conditions and so forth — margins that 
may already seem razor-thin are being threatened.

This withholding has already started but it’s not 
nearly as challenging as it’s going to get: with-
holding percentages will steadily increase until, 
by 2018, more than 11 percent of  a hospital’s 
CMS reimbursement will be at risk. That is a 
huge amount of  money, says Mr. Studer; for 
some organizations it’s the difference between 
having to shut down operations and being 
around to save lives in the future.

The message is clear: It’s going to get harder 
and harder to keep margins at sustainable levels. 
Requirements will get progressively stricter. The 
criteria CMS measures will change. Hospital per-
formance in all areas will have to get better and 
better just to maintain the old operating margins.

“This is why I like to talk about healthcare being 
a downward moving escalator,” says Mr. Studer. 
“Organizations can’t just stand still and expect 
to stay on the same level. They have to improve 
every year, and in ways that are not always easy 
to predict, just to maintain basic profitability.”

So what does this mean for boards looking to 
hire new CEOs and renegotiate with old ones? 
Mr. Studer offers the following suggestions:

• Boards need to understand the new re-
ality hospitals face. Many boards are made 
up of  community and business leaders who 
may not be familiar with running a health-
care system at all — let alone a healthcare 
system in a pay-for-performance environ-
ment. Make sure your board gets at least a 
solid crash course in the financial realities of  
value-based purchasing.

“This will allow boards to make educated deci-
sions on what goals need to look like in order 
for their organization to stay competitive,” says 
Mr. Studer. “They need to know that goals may 
need to be much more aggressive than they were 
in the past. And they may need to realize that 
what may seem like lackluster financials are ac-
tually pretty impressive when you consider the 
external environment.”

• CEOs need to be courageous in their 
goal setting. Mr. Studer says a health sys-
tem CEO asked him for advice on how to 
get his organization’s executive team to sup-

port improving HCAHPS scores. He’d had 
difficulty getting them to take the issue seri-
ously. Mr. Studer suggested the CEO make 
a truly far-reaching goal part of  his and 
the other executives’ bonus benchmarks. 
He then further suggested the benchmark 
HCAHPS score be used as the trigger.

 “Yes, it can be unnerving to set truly challeng-
ing goals,” he admits. “But I find that people 
in healthcare tend to be motivated more by 
achievement than by dollar signs. A mature 
CEO who is really willing to stretch himself  or 
herself  may find there is no better way to im-
prove performance.”

• Both parties need to agree on the im-
portance of  hardwiring profitability. Yes, 
it’s critical to hardwire the tools and tech-
niques proven to “move the needle” on the 
quality metrics tied to reimbursement. But 
that’s just part of  the story, says Mr. Studer. 
Most organizations know what to do.  What 
we don’t always know is how to make sure 
that “what” happens with every employee, 
every patient, every time — and that it keeps 
happening over the long haul.

“I’m talking about instilling a culture of  account-
ability,” he says. “That’s what keeps quality up 
consistently, which keeps reimbursements up, 
which over time keeps margins up. That’s what 
makes an organization profitable. The profitabil-
ity is hardwired in. Yes, the particulars of  pay-for-
performance are going to change but what’s not 
going to change is the mindset and the commit-
ment that makes the improvements possible.”

Culture always begins at the top, says Mr. Studer.  
That’s why the CEO and the board need to be 
united in their commitment to keeping the orga-
nization quality-focused and profitable.

“If  this commitment is truly mutual, issues like 
CEO compensation structures will fall into 
place,” he says. “It may take some fresh thinking 
and the willingness to take a few risks, but in the 
end everyone involved will benefit — especially 
the patients we’ve signed on to serve.” n 

It’s Time for CEOs and Boards to Come 
Together on Compensation Issues to  
Ensure Profitability
By Lindsey Dunn
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Hospitals are increasingly looking to 
sell, partner or merge to form orga-
nizations that are more integrated. 

Hospital sale values — generally expressed as a 
multiple of  revenue or cash flow in the form of  
earnings before interest, taxes, depreciation and 
amortization (EBITDA), or for non-profit hos-
pitals, earnings before interest, depreciation and 
amortization (EBIDA) — have generally been 
established by objective measures of  financial 
performance. However, industry-wide competi-
tion in the M&A market can increase multiple 
averages. In 2011, the healthcare M&A market 
reached the highest level of  deal making since 
2007, with 90 deals targeting 156 hospitals and 
24,291 patient beds. 

“In situations where there are more potential ac-
quirers — more competition — one could safely 
conclude that it would be a significant factor in 
final valuation,” says Dan Grauman, president 
and CEO of  DGA Partners.

Hospital multiples on the 
rise with increased  
consolidation
Due to the high volume of  M&A deals, hospi-
tals are seeing higher multiples in transactions, 
according to an Irving Levin Associates Health 
Care Services Acquisition Report. In 2011, the 
average price-to-revenue multiple for hospital 
acquisitions was 0.76x, which is an 8.5 percent 
increase from 2010. The average price-to-EBIT-
DA multiple for hospitals was 9.5x in 2011, a 4.4 
percent increase from 2010. The price-to-revenue 
multiple for critical access hospitals was 0.52x, 
and the average price to EBITDA multiple was 
8.0x, according to Irving Levin Associates. These 
multiples exclude distressed sales and bankruptcy 
transactions. However, according to the report, 
those price-to-revenue multiples for distressed or 
bankrupt sales would be around 0.3 to 0.4x.

For many hospitals, a transaction is a once in a 
lifetime opportunity, especially if  the hospital is 
being fully acquired or purchased. For this reason, 
hospitals often want to optimize the financial out-
comes of  a sale by increasing their value and es-
sentially, their revenue or EBITDA multiple.

“The EBITDA [or revenue] multiple is just a 
rule of  thumb or initial check of  a hospital’s 
‘value.’ Generally, [multiples] are merely snap 
shots or a rear-view look at what happened to 
the hospital last year,” says Joe Lupica, chair-
man at Newpoint Healthcare Advisors. “Value 
to the community can be more important than a 
raw ‘price.’ In fact, most of  our clients trade off  

monetary value to leverage non-financial com-
mitments from their new partner for things like 
service preservation and charity care.”

In addition to industry competition, other fac-
tors — financial and non-financial — can affect 
a hospital’s value multiple. 

Factors of influence
Recent investments
Recent investments such as medical, clinical and 
information technology as well as diagnostic or 
strategic investments can be a crucial factor in a 
hospital’s valuation. Hospitals in need of  invest-
ments in all areas may garner lower multiples. 
However, a buyer will sometimes pay a higher 
multiple for a troubled hospital within a strategic 
location. Regardless, neglect in this area could 
lower the possibility of  a high multiple offer. 

Physician relations
In today’s healthcare environment, there is pres-
sure for hospitals to engage and align with phy-
sicians, and hospital partners would likely assess 
future investments in physician relations as part 
of  the hospital’s value. “Acquiring practices and 
employing physicians requires more financial re-
sponsibility on the hospital’s part. If  a hospital to-
tally neglected this area, a buyer would factor that 
into its valuation and multiple offers,” says Mr. 
Grauman. It is important to note that the ability 
to prevent or slow down physician out-migration 
may be dependent on the hospital’s community. 
A hospital in a metro or urban area may be able 
to replace physicians fairly easily, whereas a rural 
hospital could have more trouble. 

Community
A study of  a hospital’s surrounding community 
will play a role in how a buyer assesses the hospi-
tal, and this assessment could affect the valuation 
multiple. Usually the community demograph-
ics, such as financial stability of  residents, are 
assessed. “There is a direct correlation between 
financial performance of  a hospital and the fi-
nancial profile and payor mix of  the community. 
If  more people are employed and have health in-
surance, it translates to a hospital having a higher 
likelihood for strong financial performance,” says 
Mr. Grauman. If  a community has large, profit-
able companies employing individuals, there will 
be more insured patients to pay for services, and 
the payor mix may be more commercial. In ad-
dition, it is more likely that the community will 
continue to grow, says Mr. Lupica. 

While a hospital can monitor the above-men-
tioned factors to maintain its value, the reality is 
that many hospitals may not have the foresight 

to consistently be upgrading facilities, investing 
in technology and fostering physician relation-
ships for a future transaction. They would need 
to begin revamping these areas three to five 
years prior. For this reason, many valuation pro-
fessionals and healthcare advisors believe that a 
hospital’s ability to increase its multiple in a short 
period is minimal.

“The biggest determinants of  value in a change-
of-control transaction are often fundamental 
factors a hospital cannot entirely control and 
change. The characteristics of  the market and 
hospital’s share of  that market are usually the 
drivers, not short-term earnings results,” says 
Rex Burgdorfer, vice president at Juniper Advi-
sory, an investment banking firm that provides 
the hospital industry with M&A and strategic 
financial advice.

While many of  the factors driving hospital prices 
are out of  a hospital’s control, nothing is entirely 
impossible. Here are some best practices hos-
pital leaders can utilize during a transaction to 
encourage potential buyers and acquirers to see 
value in the hospital and offer a higher multiple. 

1. Set up a competitive transaction pro-
cess. Mr. Burgdorfer and another Juniper Advi-
sory vice president, Jordan Shields, recommend 
a competitive transaction process as the best way 
to increase price-to-revenue and price-to-EBIT-
DA multiples. “By introducing competition to 
the process — multiple potential partners — the 
hospital increases its chances for a partner that 
sees the value of  its market and wants to invest. 
A competitive process is really the only way to 
ensure that a hospital is maximizing the financial 
and non-financial outcome,” says Mr. Burgdor-
fer. A simultaneous market clearing process also 
allows the board of  directors to make the best 
possible decision for the institution.

“Many hospitals approach a potential partner 
who they have identified as ‘the right partner.’ 
They then try to negotiate the financial features. 
That is a bad process. A better process would be 
to simultaneously approach a wide variety of  suit-
ors and allow the market to respond. The hospital 
may review the various offers and multiples for 
what suits it best. A competitive process is the 
one thing a hospital can control to maximize both 
the financial multiples and the non-financial fea-
tures of  the transaction,” says Mr. Shields.

2. Place more emphasis on the partner. 
Along with a competitive process, it is important 
to include a variety of  types of  hospitals and 
health systems to get the best outcomes from a 

Raising Hospital Value Multiples:  
5 Best Practices 
By Kathleen Roney
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transaction. According to Mr. Burgdorfer, trans-
action partners drive variances in hospital mul-
tiples, so the biggest factor in receiving a high, 
or appropriate, multiple is the experience of  the 
potential partners. “Experienced suitors tend to 
understand the value of  hospitals they are bidding 
on, so they make reasonable offers. Inexperienced 
suitors are often unfamiliar with what constitutes 
commercially reasonable exchanges of  economic 
consideration,” says Mr. Burgdorfer. According to 
Mr. Shields, it is the job of  the investment banker 
to pull out the best offer from the market. The 
hospital board can then focus on the non-eco-
nomic elements of  the transaction by finding a 
partner with the best cultural fit. 

3. Accentuate the positive. Beyond the de-
sign of  the transaction process, a hospital can try 
to positively position its supposed weaknesses — 
payor ratio, physician pool, community, lack of  re-
cent investments and market share — throughout 
the search and proposal process. While this may 
not directly increase its multiple or ultimate valu-
ation, it may help a hospital to secure a valuable 
outcome. Accentuating the positives works to 
position negatives as opportunities for investors. 
“Whether the hospital had high out-migration, 
bad management or its top neurosurgeon was on 
disabled leave after a car accident all year; those 
negatives need to be positioned as solvable prob-

lems. A good advisor would make the argument 
to the other side. ‘Despite this problem, look at 
the cash flow that was produced.’ Sell the idea that 
the hospital could have been more successful with 
a partner,” says Mr. Lupica. 

4. Demonstrate value despite financial 
struggles. According to Mr. Lupica, a hospital 
should also use its weaknesses or recent troubles 
as pivots to position itself  as a valuable opportu-
nity for an investor, partner or buyer. If  the hos-
pital’s cash flow has been small, the hospital could 
demonstrate that its operations are sound despite 
small revenue. “The hospital can demonstrate its 
value by highlighting its quality, its patient out-
comes, its patient satisfaction, etc. Additionally, 
the hospital should demonstrate it has maintained 
cash flow — albeit small — with the right tech-
niques (e.g., it didn’t fire nurses to raise its cash 
flow a couple of  months ago),” says Mr. Lupica. 

5. Emphasize future initiatives. Hospitals 
should emphasize ongoing and future initiatives 
to demonstrate to a buyer potential for growth 
and profit in the future. “Do not look at incom-
plete initiatives as failures or as embarrassing. 
Investors may see initiatives that were started 
but never completed, or that were conceptual-
ized but never implemented, as headroom for 
growth. Investors want to see headroom. Do 

not make any promises about the initiatives, 
but mention them as a demonstration of  the 
hospital’s efforts to develop value despite its 
problems and weaknesses,” says Mr. Lupica. It 
is likely that potential buyers or acquirers would 
have the capital and management to successfully 
complete initiatives, using them as platforms for 
a turnaround. 

Many factors, such as the community, market 
competition, investments and physician relation-
ships, influence hospital valuations and M&A 
multiples. The difficulty in quickly increasing a 
multiple is part of  the reason healthcare advisors 
tend to steer hospitals away from focusing on 
high multiples.

“We regularly see hospitals turn down higher fi-
nancial offers for deals with partners that have 
a better cultural fit, robust infrastructure or that 
appreciate commitment to community. The out-
come [of  the transaction] is always more impor-
tant than the multiple,” says Mr. Shields. 

However, for hospitals that still want to receive 
as high of  a multiple offer as possible, the above-
mentioned best practices during a transaction 
can help those hospitals position themselves for 
better valuations. In addition, a focus on the in-
fluencing factors can help a hospital improve its 
value over time. n

Although transactions can be an effective method for hospitals to 
coordinate care, expand patients’ access and add service lines, they 
may also generate anxiety and worry within the physician com-

munity and hospital staff. Since physicians play an integral role in hospital 
operations, they can be a strong force for or against a potential hospital 
transaction. If  the physicians are not on board, their opposition could be-
come a barrier and greatly slow down or stop a transaction. 

Common physician concerns
Physicians may push back on transactions for a variety of  reasons. Some 
community hospitals allow physicians a greater amount of  freedom and 
this freedom may be threatened by a transaction. “[The physicians] may be 
concerned that a new owner may not value them as much as the current 
hospital administration. In addition, if  the hospital has historically let the 
physicians practice in a certain format with certain services, they may be 
worried that this will discontinue under a new owner or operator,” says 
Scott Becker, JD, CPA, partner at McGuireWoods.

In addition to concern over future services of  the hospital, physicians may 
have a variety of  questions that could spur anxiety over the proposed deal: 
Will the new owner recruit new physicians and bring more competition? 
Will the method of  suggesting new equipment and medical devices change 
and affect physician control? Will the new owner change current hospital-
physician agreements?

Problems with physician pushback
While physicians do not usually have legal power to stop a potential deal, 
they could become a barrier for the transaction’s completion, especially if  
the hospital is highly dependent on a small number of  physicians. 

“Usually [the physicians] don’t have a way to stop a deal. However, since 
transactions usually require state approval or attorney general approval, 
they could launch opposition in those ways,” says Mr. Becker. 

In addition, if  a potential buyer hears about strong opposition from phy-
sicians or even hospital staff, they could lose interest, especially if  that 
hospital is reliant on those groups. “If  the potential partners perceive the 
staff  or physicians as opposed to the deal, they could become concerned 
and quickly lose interest,” says Mr. Becker. 

Recent example: Abington Health, Holy 
Redeemer Health partnership
Toward the end of  June, Abington (Pa.) Health — owner of  Abington 
Memorial Hospital — and Huntingdon Valley, Pa.-based Holy Redeemer 
Health System announced their intention to partner and create a new re-
gional health system. Under the deal, Abington Memorial Hospital would 
have stopped performing abortions to comply with Holy Redeemer’s Cath-
olic doctrine.

Transparency is the Key: 3 Tips to Manage 
Physician Opposition to a Transaction
By Kathleen Roney  
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The plan spurred strong opposition from approximately 150 physicians 
affiliated with Abington Memorial. Abington Memorial CEO Laurence 
Merlis also received many letters, emails and social media messages from 
women’s groups, professional organizations and community residents op-
posing the potential partnership. In addition, physicians complained that 
they were not consulted before Abington and Holy Redeemer signed a 
letter of  intent. 

Less than a month later, Holy Redeemer and Abington Memorial an-
nounced they were canceling their proposed deal. Although no specific 
reason was cited, it is likely that the strong physician and community op-
position was a factor in the decision.

3 tips for managing transaction opposition
Here, Mr. Becker offers three tips for managing physician opposition so 
that a potential transaction is less likely to face resistance. 

1. Be transparent. “The best [strategy] I’ve seen involved a hospital that 
was outrageously transparent throughout the entire transaction process. 
From the very get-go they explained what was occurring. They were able 
to mitigate opposition by bringing [issues to the forefront] early on,” says 
Mr. Becker. While different hospitals have different strategies for how they 
deal with communication during a transaction, a lack of  transparency can 
hurt the hospital, especially when the staff  and physicians begin to worry. 
“Many times the board has a great reason for what they are doing, but if  
they are not transparent enough, the community is worried about losing 
jobs and physicians are worried about their security with the hospital. The 

more you can bring out in discussions, the less the staff  and physicians 
have to be concerned over,” says Mr. Becker. 

Transparency does have its risks. The community or physicians could hope 
for potential elements that do not make it into to the final parameters. Mr. 
Becker recommends phrasing any elements of  the potential transaction 
carefully so no promises are made. It is important to make sure communi-
cation focuses on things as potential and not definite. “Overall, the more in 
front of  the transaction you are, the better chance you have of  alleviating 
concern,” says Mr. Becker. “Transparency is the overarching best practice,” 
he says. 

2. Conduct an admitter analysis. Mr. Becker recommends that a 
hospital also conduct a “top 25 admitter analysis” to determine whether 
high admitting physicians would be supportive of  a transaction. “If  you 
do a top 25 admitter analysis it will tell you how likely your top admitting 
physicians are to stay or go if  a transaction develops. It will show you how 
aligned certain physicians are with the hospital,” says Mr. Becker.

3. Capitalize on transaction expertise. Since pushback from physi-
cians is most likely going to be a new experience, hospital executives need 
to utilize experienced advisers — healthcare consultants, lawyers or invest-
ment bankers — who have been through a healthcare transaction multiple 
times. “When you rely on experienced advisers you may navigate poten-
tial barriers with more ease. They can anticipate what you will need for 
a smooth process, especially in the face of  strong opposition,” says Mr. 
Becker. n
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Moody’s Investors Service, Standard & Poor’s 
Ratings Services and Fitch Ratings.

Depending on the agency, a hospital will receive 
a credit rating when it issues debt. For S&P and 
Fitch, anything above and including “BBB-” is 
considered to be investment-grade, while “AAA” 
is the highest rating. For Moody’s, anything 
above and including “Baa3” is investment-grade, 
while “Aaa” is the highest.

The important term there is “investment-grade.” 
Not all hospitals have strong enough balance 
sheets to be considered “ratable,” says Paul 
Goldberg, CFO of  LibertyHealth in Jersey City, 
N.J. For example, safety-net hospitals such as 
LibertyHealth’s Jersey City Medical Center have 
higher rates of  charity care and uncompensated 
care, meaning their operating margins are slim-
mer. Consequently, instead of  going through the 
investor markets, smaller hospitals and safety-
net providers will go through the U.S. Depart-
ment of  Housing and Urban Development or 
other lower cost conduits because ratings agen-
cies won’t give them a rating. “It takes time to ex-
plain our position, but we always manage to get 
through everything,” Mr. Goldberg says. “But 
it’s just a factor of  demographics and of  life.”

So for hospitals that do go through the regular 
debt markets, how could they be saddled with a 
credit downgrade? How can a hospital go from 
an “A”-rated entity to a “BBB”-rated entity over 
the course of  a couple years?

In order to lessen the subjective nature of  credit 
ratings, each category (e.g., the broad “A” rat-
ings) and subcategory (e.g., “A+”, “A” and “A-”) 
have different hospital medians. For example, 
the average hospital with an A2 rating from 
Moody’s in fiscal year 2011 had 403 beds and 
net patient revenue of  $497.7 million. There are 
several other different metrics and ratios that are 
scrutinized, and they cover areas such as utiliza-
tion statistics, payor mix and balance sheet.

Hospitals usually receive a credit downgrade 
if  their revenues and/or profits start to take a 
hit, says Andrew Schrage, co-owner of  Money 
Crashers Personal Finance. Mr. Schrage has 
worked closely with credit ratings agencies and 
closely monitors financial trends with healthcare 
organizations. In today’s environment, many 
hospitals have posted stable revenue numbers, 
but profits are not guaranteed, especially as un-
insured care has risen. “Many Americans are 
putting off  non-immediate medical procedures 
because of  personal finance issues caused by 
the slow economic recovery,” Mr. Schrage says. 
“Furthermore, a decrease in privately insured 
patients and an uptick in the number of  people 
who simply can’t pay their bills after services are 
rendered contribute greatly to the reduced prof-
itability of  medical centers.”

Hospitals could also receive downgrades or have 
their credit reviewed if  certain negative actions or 
events occur. For example, last year, Fitch Ratings 
downgraded Lowell, Mass.-based Saints Medical 
Center’s $45 million in revenue bonds to “B-” from 
“BB+”, citing the hospital’s terminated acquisition 
discussions with Boston-based Steward Health 
Care as a key driver. (The hospital has since merged 
with Lowell (Mass.) General Hospital.)

This August, Moody’s analysts officially placed the 
Ba3 bond rating of  Lewes, Del.-based Beebe Med-
ical Center on review with an “uncertain” direction 
in light of  the hospital’s pending class action law-
suit and settlement involving a former pediatrician 
who was convicted for sexually abusing 86 patients.

A final example was in June. Moody’s officials 
downgraded the bond rating of  Minneapolis-
based Fairview Health Services from “A2” to 
“A3” due largely to the unexpected departure 
of  CEO Mark Eustis and Fairview’s image fol-
lowing the investigation of  its debt collection 
agency, Accretive Health.

Why a hospital’s credit  
rating matters
A hospital’s credit rating is vital to its capi-
tal structure for several reasons. First, a better 
credit rating helps hospitals to borrow money at 
more favorable interest rates, Mr. Schrage says. 
Lower interest rates equal a better ability to pay 
off  debt, which allows hospitals to borrow even 
more money to expand and stay in business.

Additionally, a credit downgrade, especially to a 
non-investment-grade level, could be very detri-
mental for a hospital’s finances, says Frank Ciesla, 
chair of  the healthcare law practice at Middletown, 
N.J.-based law firm Giordano, Halleran & Ciesla. 
For example, the New Jersey Health Care Facili-
ties Financing Authority will only issue investment-
grade revenue bonds to hospitals and health sys-
tems. If  a hospital loses its investment-grade status, 
that impacts not only its ability to borrow but also 
the current holders of  their bonds. 

“Downgrades could be very damaging,” Mr. Cies-
la says. “If  a credit downgrade puts you below 
investment grade, you won’t have that vehicle of  
the Financing Authority, and it limits how much 
you can borrow elsewhere. It also affects current 
holders of  bonds because they may not get the 
same return if  they try to sell the bonds. Also, 
if  the hospital itself  is not investment-grade, it 
will need to employ a credit enhancement device, 
which will both cost money and will likely impose 
additional restrictions on the hospital.”

And whether it’s fair or not, credit downgrades 
usually lead to a sense of  worry or loss of  con-
fidence in the hospital or health system. In the 
previous examples of  Beebe Medical Center and 
Fairview Health Services, both organizations 
are still within the realm of  investment-grade, 
but a credit downgrade — or the potential of  
one — only reinforces the reputational risks that 
brought the hospital there in the first place.

How to avoid credit  
downgrades in the future
Hospital credit downgrades clearly impact an 
organization’s ability to borrow, but that doesn’t 
mean a hospital can’t avoid the situation from 
the get-go. Ratings agencies closely look at a 
hospital’s financial profile before issuing ratings 
and affirmations, so hospital CFOs and other 
financial executives must focus on what can be 
controlled to avoid a downgrade, including:

Expand market position if  possible. In ratings re-
ports, agencies consistently look at what a hos-
pital’s or health system’s market share is. If  it is a 
dominant provider, it is viewed as a strong entity 
because it is a necessary organization within that 
market. Expanding market share through merg-
ers, acquisitions or building new facilities such 
as surgery centers or freestanding medical build-
ings will also increase revenue — an important 
metric for credit ratings.

Smaller hospitals should consider merging with larger 
organizations. If  a hospital is running perilously 
close to negative margins, it may want to look at 
merging with a larger hospital or health system 
with a lot of  market influence, Mr. Schrage says. 
If  a smaller hospital joins forces with a system, it 
could reduce its inefficiencies and then become 
part of  the system, which has a stronger credit 
profile. Hospitals and health systems that take 
on low-rated facilities usually do not have to 
worry about a damaging impact to their credit 
rating because their larger economies of  scale 
will swallow up any negativity associated with 
the lower-rated entity.

Don’t overlook simple financial fixes. Mr. Schrage says 
in general, there are several things hospitals can 
focus on to shore up their financial position: 
cut costs where possible, streamline operations, 
stick to the outlined budget goals, increase pa-
tient satisfaction by providing better care and 
convert to fixed-rate debt if  possible.

Always remember: Cash is king. Dawn Javersack, 
CFO of  Boca Raton (Fla.) Regional Hospital has 
helped her organization maintain its investment-
grade credit rating since she joined the hospital 
in 2010. Her number one focus? Monitoring 
cash flow. She consistently tracks days cash on 
hand, cash-to-debt ratio and cushion ratio be-
cause she knows ratings agencies want to see if  
hospitals have the ability to weather an unex-
pected financial storm.

“You get in front of  rating agencies, and they 
want to know how much cash you have and if  
you can service your debt,” Ms. Javersack says. 
“My focus as CFO is to make sure the organiza-
tion is positioned for the long term in addition 
to the short term. The maintenance of  a credit 
rating is important not only in terms of  access-
ing the capital markets but also in maintaining 
community confidence in the organization as 
well.” n

Credit Downgrades: How Could They Impact  
a Hospital’s Capital Structure?
(continued from page 18)
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When Mike Tretina arrived at Mary Gree-
ley Medical Center in Ames, Iowa, in 
2009 as CFO, the hospital was running 

on an operating margin of  1.5 percent. All things 
considered, a 1.5 percent operating margin at a 
non-profit hospital at the height of  a financial crisis 
was not bad at all, but Mr. Tretina wanted to help 
the institution grow even more. 

In the three years since, MGMC’s operating 
margin has skyrocketed. In MGMC’s 2010 fiscal 
year, the margin jumped to more than 6 percent, 
and in FY 2011, the operating margin topped 8 
percent. For FY 2012, which just ended June 30, 
2012, Mr. Tretina expects the operating margin 
to touch 10 percent. 

“It’s been pretty good,” he says. “It’s been one 
of  our best operating years ever in terms of  
reaching our organizational goals and objectives. 
We have a great management and senior leader-
ship team here at Mary Greely and have been 
blessed with outstanding financial performance, 
as evidenced by 560 days cash on hand and sig-
nificant increases in unrestricted net assets.”

MGMC is a non-profit hospital, but it is also 
city-owned, meaning its board meetings are 
broadcast via television, and all of  the hospital’s 
finances and plans are readily available for the 
public to see. “Our board meetings are a public 
forum, and we’re very transparent,” Mr. Tretina 
says. “We have a great board of  trustees that is 
very engaged, and we share a lot of  this data and 
our strategic plan with everybody.”

Here, Mr. Tretina gives eight tips for other hospi-
tal CFOs on how they can improve their operating 
margins. If  a public hospital has the ability to make 
this progress, then any hospital does too, he says. 

1. Monitor financial metrics closely. Mr. 
Tretina, the entire hospital executive team and the 
board of  trustees make sure to monitor several met-
rics every quarter, including debt covenants, debt to 
capitalization, days cash on hand, cash as a percent-
age of  long-term debt, days in accounts receivable 
and capital expenditure ratios, among others.

2. Embrace today’s new emphasis on 
quality, safety and service. Mr. Tretina 
credits MGMC President and CEO Brian Dieter 
for making patient quality and satisfaction a “call 
to action,” and this will make an even bigger dif-
ference when CMS’ Value-Based Purchasing pro-
gram for hospitals goes into effect this October.

Specifically, Mr. Tretina says the executive team 
and medical staff  monitor all quality core mea-
sures and their own “preventive harm index,” 
which tracks patient falls, drug errors and other 

“never events” that could be prevented. “We’ve 
seen units go three months without a fall in in-
tense patient areas,” Mr. Tretina says. “We are 
seeing that throughout the hospital. Patient 
experience, patient satisfaction, our HCAHPS 
scores — everything is trending very positively.”

3. Shore up the coding process. A few 
years ago, MGMC discovered that they were 
undercoding significantly, meaning the hospital 
was leaving revenue on the table. However, Mr. 
Tretina says this was not a coding problem — it 
was a documentation problem.

Consequently, MGMC teamed up with a clinical 
documentation firm and initiated a “compliant 
documentation management program” that re-
viewed charts and provided better documentation 
for complications and co-morbidities. The result? 
MGMC boosted revenue $3 million annually.

4. Assess programs for employees. As 
a cost saving measure, Mr. Tretina says MGMC 
re-evaluated two key components of  labor: paid 
time off  and health insurance. The hospital 
switched insurance carriers and consolidated 
its employee time off  and sick time off  into a 
“PTO” program, which has helped reduce ben-
efit costs. Mr. Tretina says something as simple 
as looking at the insurance for employees and 
searching for a better deal with another payor 
could result in a major cost savings — one that 
will directly impact the operating margin.

5. Consider new rehab and dialysis mea-
sures. Two growing areas within hospitals are 
rehabilitation services and dialysis. Mr. Tretina 
and MGMC decided to retool these services by 
bringing in outside help: The hospital used an in-
dependent rehab provider to run the hospital’s re-
hab department, and it started a joint venture with 
its dialysis center and a dialysis center operator.

“We were able to monetize our outpatient dialy-
sis service line and in essence got value of  $11 

million,” Mr. Tretina says. “The dialysis joint 
venture is profitable now.”

6. Review your chargemaster. Often 
times, a hospital’s chargemaster will sit idly, re-
sulting in mispriced procedures and hits to the 
operating margin. Reviewing the chargemaster 
annually, line-by-line, will ensure that codes are 
accurate and charges properly reflect the norms 
for the region and elsewhere.

“We had more than 200 charges that weren’t 
even on our chargemaster that should have 
been,” says Mr. Tretina regarding MGMC’s 
chargemaster from several years ago. “We were 
also charging below what fee schedules were al-
lowing. We fixed that, but we’re still not a high-
charge facility compared with other bigger hos-
pitals in Des Moines.”

7. Integrate an electronic health record 
system. MGMC recently implemented its 
Epic EHR system and combined it with the Mc-
Farland Clinic PC, the largest physician-owned, 
multispecialty clinic in central Iowa. Although 
health IT investments normally eat away at the 
bottom line early on, the efficiencies gained later 
through information sharing and better commu-
nication will save the hospital time and money.

“That really helps us,” Mr. Tretina says. “We share 
the EHR, and it makes for a better continuum of  
care and has brought a lot of  efficiencies.”

8. Ensure projects are executed prop-
erly. Ultimately, Mr. Tretina says many hospitals 
could have sound financial meetings and ap-
proaches to improve their operating margin, but 
the follow-through of  those plans must be em-
phasized from the hospital’s CEO, CFO, board 
of  directors and all other stakeholders. 

“A lot of  folks have good action plans and sound 
strategies for different types of  improvement, 
but it boils down to execution,” Mr. Tretina says. 
“Leadership really makes a difference.” n
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Four legal issues carry the most concern around accountable care or-
ganizations: Stark Law, the federal Antikickback Statute, tax-exempt 
status and antitrust law. These laws are structured to prevent fraud 

and abuse of  federal healthcare programs, but could potentially impede 
ACO development and participation in the Medicare Shared Savings Pro-
gram. Federal agencies accordingly designed a series of  self-implementing 
waivers for the application of  these laws, but the exemptions can lead to 
broad interpretations.

This article discusses each of  these legal concepts relative to ACOs and 
highlights each of  the exemptions established by the HHS Office of  In-
spector General, Internal Revenue Service, Federal Trade Commission, 
Department of  Justice and CMS. 

1. Stark Law. The Stark Law, which governs physician self-referral for 
Medicare and Medicaid patients, is strict liability and does not factor the 
intent of  the parties. Compensation arrangements between a hospital and a 
physician group, such as sharing achieved cost savings, would have violated 
the Stark Law as this type of  arrangement did not meet the law’s origi-
nal safe harbors or exceptions. However, CMS and the OIG established 
the exemption in October 2011 that financial relationships between ACO 
participants are waived under the Stark Law if  “reasonably related to the 
purposes of  the [Medicare] Shared Savings Program.” 

The agencies define the term “reasonably related” with six characteristics: 

•  Promoting accountability for the quality, cost and overall care for a 
Medicare population;

•  Managing and coordinating care for Medicare fee-for-service benefi-
ciaries through an ACO;

•  Encouraging investment in infrastructure and redesigned care pro-
cesses for high-quality and efficient service delivery for patients, such 
as appropriate reduction Medicare costs and expenditures;

• Evaluating health needs of  the ACO’s assigned population;

•  Communicating clinical knowledge and evidence-based medicine 
to beneficiaries and developing standards for beneficiary access and 
communication.

2. Antikickback Statute. The Antikickback Statute prohibits the offer 
or receipt of  compensation in exchange for referrals or services that are 
reimbursable under Medicare or Medicaid. AKS, an intent-based statue, 
would potentially prohibit ACO payment arrangements that induce refer-
rals of  Medicare reimbursable business if  not for the regulatory waiver. 

CMS and the OIG have made an exception for ACOs to distribute shared 
savings among ACO participants during the year in which the shared sav-
ings were earned. Furthermore, under the OIG and CMS waiver, shared 
savings payments made directly or indirectly from a hospital to a physician 
must not be made with the intent to induce the physician to limit medically 
necessary services to patients. 

3. Non-profit tax exemption. The IRS established guidelines in March 
2011 for tax-exempt organizations participating in MSSP, noting that a hos-
pital or health system’s participation in an ACO can generally be linked to the 
charitable purpose of  “lessening the burdens of  government.” Under this 
premise, the IRS has said participation in the MSSP should not prompt un-
related business income taxes for tax-exempt organizations. The agency also 
established some basic principles for tax-exempt organizations participating 
in the MSSP. For example, all transactions among participations must be fair 
market value and the tax-exempt organization’s share of  economic benefits 
from the ACO should be proportional to its contributions to the ACO.

While the IRS has said MSSP participation can be interpreted as a chari-
table purpose, the agency did not provide examples of  charitable and non-
charitable activities. This is especially significant for ACOs participating in 
activities unrelated to MSSP, such as negotiations with commercial payors. 
The IRS is still seeking comment to further define this exemption. Given 
the relative youth of  ACOs, it remains unclear what types of  non-MSSP 
activities may still further an ACO’s charitable mission. 

4. Antitrust Law. The FTC and the Antitrust Division of  the Depart-
ment of  Justice recognize that, in certain markets, ACOs could reduce 
competition and hurt consumers by raising prices and/or offering lower 
quality care. The agencies established guidelines in October 2011 for both 
MSSP participants and commercial ACOs. 

The guidelines established a safety zone for participants in the MSSP and 
indicated other ACO providers would be evaluated under the rule of  rea-
son. The rule of  reason analysis determines whether the ACO in question 
is likely to have anticompetitive effects. If  so, the rule evaluates whether 
the ACO’s potential pro-competitive effects are likely to outweigh those 
anti-competitive effects. 

The agencies also outlined anticompetitive concerns for ACOs that fall 
outside of  the antitrust safety zone. One of  those concerns is if  an ACO 
improperly shares competitively sensitive information. This is problematic 
regardless of  the ACO’s primary service area or market power, as it can 
lead participants to price-fix or otherwise collude in their provision of  
healthcare services outside the ACO. 

Four other circumstances likely to raise concerns of  anticompetitive be-
havior relate to provider-payor relationships. The agencies outline specific 
instances that ACOs with primary service area shares and market power 
“may wish to avoid.” Those include:

•  Preventing or discouraging private payors from incentivizing patients 
to choose certain providers, including providers not participating in 
the ACO. 

•  Linking the sales of  ACO services to the private payor’s purchase 
of  other services from providers outside the ACO. For example, an 
ACO should not require a payor to contract with all of  the hospitals 
under the same system of  the hospital participating in the ACO. 

•  Contracting exclusively with ACO physicians, hospitals, ambulatory 
surgery centers and other providers to prevent those providers from 
contracting with payors outside the ACO. 

•  Restricting a private payor’s ability to share information on its health 
plan enrollees cost, quality, efficiency and performance to help en-
rollee choose providers — if  that information is similar to the cost, 
quality, efficiency and performance measures used in MSSP. 

Conclusion
A common thread between all four waivers is the criterion that ACOs must 
be good-standing participants in the MSSP. The agencies’ waivers and ex-
emptions do not provide protection for commercial ACOs or hospitals’ par-
ticipation in other value-based payment arrangements with private payors. It 
is critical that hospitals consult legal counsel to ensure such commercial ar-
rangements comply with the four federal laws discussed above in absence of  
regulatory waivers. Providers should also analyze and ensure ACOs abide by 
their respective state laws, as more than 30 states have their own False Claims 
Act, antikickback statutes and self-referral or “mini-Stark” laws. n

Molly Gamble is an associate editor with Becker’s Hospital Review. Barton C. 
Walker, JD, is an attorney with McGuireWoods in the firm’s Charlotte office. 

4 Key Legal Issues for ACOs 
By Molly Gamble and Barton C. Walker, JD
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Hospitals are facing pressure to increase 
transparency from both patients, who 
are playing a larger role in choosing their 

healthcare providers, and the federal government, 
which requires regular reporting on quality. While 
making quality and patient safety data available to 
the public has raised concerns that consumers will 
misinterpret the data, transparency may ultimately 
spur improvement. Roger A. Ray, MD, executive 
vice president and CMO of  Charlotte, N.C.-based 
Carolinas HealthCare System, explains how the 
health system embraced transparency to drive 
higher quality. 

Transparency on the  
website
The front page of  CHS’ website has a link to the 
system’s quality report card, which shows a chart 
of  Hospital Compare data for its six hospitals 
compared to the U.S. and state average. Each CHS 
data point is color coded based on whether the rate 
is better than, the same as or below state average. 

In areas where CHS is below state average, the 
website explains steps the system is taking to 
improve performance. For example, on the mea-
sure “percent of  surgery patients whose urinary 
catheters were removed on the first or second 
day after surgery,” some of  CHS’ hospitals’ were 

one to 10 percentage points lower than the state 
average. The website shows that to improve 
their score, the hospitals have developed a daily 
electronic reminder for physicians to continue 
or discontinue urinary catheter use. “What many 
patients and families want to know is, ‘So what 
are you doing to improve?’ Being able to create a 
linkage between the data and that discussion for 
improvement has power,” Dr. Ray says. 

This easy access to quality data is new for CHS, 
as its new website launched May 1. “We took 
that opportunity to freshen our approach, bring-
ing quality front and center,” Dr. Ray says. 

Improving care
The transparency of  CHS’ quality data has 
helped drive improvement efforts throughout 
the system, according to Dr. Ray. “We believe 
that learning to better share information and be 
more transparent with data over time is effective 
at improving the quality and safety of  care we 
provide.” For example, this reporting allows the 
system to easily identify areas for improvement, 
which encourages action. “With the awareness 
of  anything short of  perfect care, healthcare 
professionals are very much engaged,” Dr. Ray 
says. “People are very energized about pursuing 
improvement.”

Data transparency can also improve quality by 
increasing patients’ awareness of  safety risks and 
standards of  care. “The healthcare environment is 
complex, and we understand that we all have a role 
to play in improving quality and safety, including 
patients and families,” Dr. Ray says. “Being trans-
parent with information is a way of  engaging them 
and enabling them in that journey.” For example, 
he says one medication safety best practice is to 
check patients’ arm bands before administering 
medication. The hospital could place signs in the 
hospital notifying patients of  this practice and en-
couraging them to remind providers to check the 
armband if  the providers ever forget. n

Carolinas HealthCare System’s CMO  
Dr. Roger Ray: Embracing Transparency 
to Drive Quality
By Sabrina Rodak  
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Moving Beyond Traditional Hospital  
Operations: The Value of Integrating 
Service Lines
By Sabrina Rodak

Sponsored by:

By now, most hospital leaders have realized that traditional strat-
egies of  running a hospital will not be sufficient to reach their 
quality and revenue goals. New models such as accountable care 

organizations and patient-centered medical homes are forcing hospitals to 
collaborate with others to coordinate care more efficiently and safely. To 
improve coordination of  care with outside organizations such as other hos-
pitals and health systems, however, hospitals need to first improve coordi-
nation of  care within their own institution. 

Oliver Rogers, president of  hospital-based services, and Jeff  Wood, vice 
president of  hospital-based services at TeamHealth, explain how integrating 
anesthesia, emergency medicine and hospital medicine can improve quality 
and efficiency and prepare hospitals for changes under healthcare reform.

Breaking down silos
“With the coming changes in the health-
care bill, it’s incumbent on all of  us to 
rethink historical processes and silos that 
exist among specialties,” Mr. Rogers says. 
“We don’t have the ability in healthcare to 
afford that anymore.” 

In contrast to silos, integration forms 
connections between different ser-
vice lines to facilitate communication 
and eliminate inefficiencies. “We have 
to find ways to create new efficiencies 
and decrease duplication of  cost,” Mr. 
Rogers says. “That’s what service line 
integration is all about — how to knock 
down historical boxes and reconfigure 
patient processes.”

To break down silos, hospital leaders 
must discuss integration with physicians 
and staff  of  different service lines. Mr. Rogers suggests soliciting ideas 
from these individuals on how to improve processes. Providing forums for 
discussion between service lines allows physicians and staff  to brainstorm 
improvements without assigning blame. 

Driving accountability across service lines
When the physicians and staff  determine key goals for integration, they 
should become jointly accountable for reaching these goals. “The most 
successful ways to break down silos is to have folks mutually responsible 
for outcomes, so it’s not just the anesthesiologists’ or surgeons’ responsi-
bility for how the hospital does on [Surgical Care Improvement Project] 
measures, it’s everyone’s responsibility,” Mr. Rogers says. 

Hospitals can make service lines accountable for quality and efficiency 
goals by creating incentives. New value-based payment models such as 
bundled payments and other shared risk pool models can make physicians 
and staff  accountable because everyone shares the savings for meeting cer-
tain quality metrics. 

Creating collaborative teams
Successful integration of  hospital services requires physicians and staff  
form collaborative teams that work toward common goals. 

Platforms for communication
One way to encourage collaboration between service lines is holding regu-
lar meetings between different groups to help people understand another 

service line’s perspective. Mr. Wood says 
TeamHealth requires one member of  a 
service line to attend the provider meeting 
of  another service line. For example, the 
medical director of  the hospital medicine 
program might attend the emergency de-
partment provider meeting. 

“Within that venue is an opportunity for 
the leader of  one service line to hear con-
cerns and compliments that relate to the 
interfaces between the two service lines,” 
Mr. Wood says. TeamHealth hospitals have 
cross-service line meetings quarterly at 
minimum, but often monthly, according to 
Mr. Wood. 

In addition to provider meetings by ser-
vice line, hospitals should also hold regu-
lar meetings between physician and nurse 
leaders to address challenges and success-
es of  the integrated service line model. 

Similarly, leadership of  the integrated services can meet with the hospital 
executive team annually to establish goals, and then quarterly to explain 
progress toward the goals. “[These meetings] provide a great venue for 
collaboration,” Mr. Wood says. “By setting clear goals and understanding 
each other’s priorities, we’re able to provide the right resources to come to 
a beneficial solution.”

Transitions of care
Teamwork among service line providers is particularly valuable during transi-
tions of  care, such as from the emergency department to surgery, surgery to 
inpatient care and inpatient care to post-discharge. For example, Mr. Wood 
says a patient could present to the ED with a hip fracture and need to be 

"With the coming chang-
es in the healthcare bill, 
it's incumbent on all of 
us to rethink historical  
processes and silos that 
exist among specialties." 

— Oliver Rogers, President,  
Hospital-Based Services, TeamHealth
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transferred to the operating room immediately. After the surgery, the patient 
will then need to be transferred to post-operative care. Integrating anesthesia, 
emergency medicine and hospital medicine can facilitate these transitions.

Safety during handoffs
Patient handoffs during transitions of  care are vulnerable for errors that 
can jeopardize patient safety. It is there-
fore necessary providers communicate 
clearly. If  service lines involved in the 
transition of  care are integrated, the pro-
viders can more easily and safely trans-
fer patients to different levels of  care. 
“We’ve found when we have a team that 
knows each other and has agreed-upon 
care guidelines, the transition of  care is 
expedited and is safer,” Mr. Wood says. 

For example, integrating anesthesia with 
emergency medicine enables anesthe-
siologists to manage ED patients’ pain 
more effectively. Similarly, integrating 
anesthesia with hospital medicine allows 
anesthesiologists to provide pain man-
agement throughout the inpatient unit 
instead of  only to surgical patients. “An-
esthesiologists often have a tremendous 
skill set around managing and alleviating 
patient pain. We’ve found their expertise 
working in coordination with hospital-
ists for inpatient service, and for patients 
who present in the ED, has been a real 
value,” Mr. Wood says.

Patient flow 
In addition to providing safer transitions of  care, integrated services can im-
prove patient flow. Frequent communication and collaboration between ser-
vices helps speed care, creating efficiencies and reducing costs. One strategy 
for improving patient flow through integrated services is parallel processes. 

“Oftentimes patients are treated within a sequential manner, and we order 
tests and provide services one after the other,” Mr. Wood says. “We’ve 
found improving length of  stay can often occur through more parallel pro-
cessing, where you’re doing multiple things for patients at same time, thus 
driving down length of  stay and improving coordination of  care.”

Integration also avoids duplication of  services, such as two different pro-
viders unknowingly ordering the same imaging test for a patient. Com-

munication between service lines and establishing common processes 
eliminates the need for a patient to wait for an unnecessary, duplicated test. 
“[Integrated services] is focused on reducing cost, improve quality, driving 
duplication out of  the system and streamlining processes so we can get 
patients in and out quicker,” Mr. Rogers says. 

Furthermore, improving patient flow 
in one area, such as between the emer-
gency department and OR, can affect 
patient flow through every area of  the 
hospital. “It’s not only the flow of  pa-
tients through the emergency room,” 
Mr. Rogers says. “It has a large impact 
on the whole house.” 

Improving quality
Another key value of  integrating servic-
es such as anesthesia, emergency medi-
cine and hospital medicine is improved 
quality. “Around quality, we find if  we 
have venues where leaders of  hospital 
medicine, emergency medicine and an-
esthesia service lines can get together 
and review cases, better results occur 
for patient care,” Mr. Wood says. 

Collaborating on patient care ensures 
every provider is aware of  the patient’s 
condition. For instance, Mr. Wood says 
a best practice is to have physician 
leaders of  the integrated service lines 
round on patients together to hear 
directly from patients how they expe-

rience care across the service lines. In addition, coordination between 
integrated service lines can improve the discharge process, which can in 
turn reduce readmissions. 

Value of Integration
By breaking down silos between service lines, hospitals can create col-
laborative teams that can effectively improve patient safety, especially 
during transitions of  care, and quality. The many intersections between 
anesthesia, emergency medicine and hospital medicine make them ideal 
services to integrate, and physicians and staff  from these service lines 
can work together to reach common goals of  efficiency and quality. This 
integrated model will be a key feature of  hospitals on the cutting edge of  
care delivery as the healthcare industry moves toward a more coordinated 
system of  care. n

“Around quality, we find 
if we have venues where 
leaders of hospital  
medicine, emergency 
medicine and anesthesia 
services lines can get 
together and review  
cases, better results  
occur for patient care.” 

— Jeff Wood, Vice President,  
Hospital-Based Services, TeamHealth 

TeamHealth is one of the largest suppliers of outsourced healthcare professional staffing and administrative services to hospitals and 
other healthcare groups in the United States. Founded by emergency physicians in 1979, TeamHealth remains a physician-led, patient-
focused organization committed to strengthening hospitals, supporting physicians and improving healthcare through high-quality man-
agement, staffing and support services. TeamHealth’s more than 5,600 affiliated healthcare professionals provide emergency medi-
cine, hospital medicine, anesthesia and pediatric staffing and management services to more than 540 civilian and military hospitals, 
clinics, and physician groups in 45 states.
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In August, CMS released the final requirements that hospitals and 
healthcare providers must meet to qualify for incentives during stage 2 
of  the electronic health record incentive program. 

The meaningful use stage 2 requirements aim to increase health informa-
tion exchange between providers and promote patient engagement by giv-
ing patients secure online access to health information. 

“The changes we’re announcing today will lead to more coordination of  
patient care, reduced medical errors, elimination of  duplicate screenings 
and tests and greater patient engagement in their own care,” said HHS 
Secretary Kathleen Sebelius in a news release.

Much of  what CMS proposed in March was incorporated into the final 
rule; however, CMS did incorporate revisions based on information it re-
ceived from thousands of  providers concerning the proposed rule. In addi-
tion, the final rule derives from data elements from providers who already 
registered and attested to stage 1, including demographic information and 
performance statistics on the meaningful use objectives and measures, ac-
cording to the report. Here are six highlights of  the final stage 2 provisions. 

1. Timing. In Stage 1 meaningful use regulations, CMS established a time-
line that would have required Medicare providers who first demonstrated 
meaningful use in 2011 to meet the stage 2 criteria in 2013. The stage 2 final 
rule has adjusted the timeline so that a provider who attested to stage 1 of  
meaningful use in 2011 will not need to attest to stage 2 until 2014.

2. Meaningful use objectives changes. The core-menu structure 
of  stage 2 is similar to that of  stage 1. Eligible hospitals and CAHs must 
meet the measure or qualify for exclusion for 16 core objectives and 3 of  
6 menu objectives. Eligible professionals must meet the measure or qualify 
for an exclusion for 17 core objectives and 3 of  6 menu objectives. While 
the structure is similar, some core and menu objectives have changed:

•  The “exchange of  key clinical information” core objective from stage 
1 was eliminated in favor of  a more robust “transitions of  care” core 
objective in stage 2. 

•  The “provide patients with an electronic copy of  their health infor-
mation” objective was eliminated. It has been replaced by a “view 
online, download and transmit” core objective. This is slightly differ-
ent than the suggested “electronic/online access” core objective in 
the Stage 2 proposed rule. 

•  The final rule adds “outpatient lab reporting” to the menu for hospi-
tals and “recording clinical notes” was added as a menu objective for 
both EPs and hospitals. 

•  CMS finalized the ability to use a batch reporting process for mean-
ingful use, which will allow groups to submit attestation information 
for all individual EPs in one file. 

In addition to the changes above, CMS added two new core objectives: 

•  EP stage 2 core objective — Use electronic messaging to communi-
cate with patients on relevant health information.

•  Eligible hospital and CAH stage 2 core objective — Automatically track 
medications from order to administration using assistive technologies 
in conjunction with an electronic medication administration record. 

3. Patient engagement. In the proposed stage 2 rule, CMS listed two 
new core objectives to encourage patient engagement — providing pa-
tients online access to health information and secure messaging between 

patient and provider. The measures required patients to take specific ac-
tions in order for a provider to achieve meaningful use and receive an EHR 
incentive payment. The threshold was set to 10 percent for both objectives. 
According to CMS, many providers were concerned about the proposed 
objectives. For this reason, CMS finalized the proposed measures but with 
reduced thresholds of  5 percent for both objectives. 

4. Electronic exchange of summary care documents. CMS also 
proposed two measures to spur commitment to electronic exchange for stage 
2 meaningful use. The first measure required that a provider send a summary 
of  care record for more than 65 percent of  transitions of  care and referrals. 
CMS has reduced the threshold to 50 percent for the final rule. The second 
measure required that a provider electronically transmit a summary of  care 
for more than 10 percent of  transitions of  care and referrals, and that the 
summary of  care be electronically sent to a provider with no organizational 
or vendor affiliation. According to the release, the intent of  this measure 
was to foster electronic exchange outside established vendor and organiza-
tion networks. However, CMS is eliminating the organizational and vendor 
limitations. Instead, CMS is requiring at least one instance of  exchange with 
a provider using EHR technology designed by a different EHR vendor. The 
10 percent threshold for electronic transmittal is included in the final rule. 

5. Clinical quality measures. In the stage 2 proposed rule, CMS 
suggested that EPs, eligible hospitals, and CAHs be required to report 
on specified clinical quality measures in order to qualify for incentive pay-
ments. For EPs, CMS proposed a set of  clinical quality measures beginning 
in 2014 that align with the existing quality programs such as measures for 
Physician Quality Report System and CMS Shared Savings Program. The 
Stage 2 proposed rule also outlined a process by which EPs, eligible hospi-
tals and CAHs would submit CQM data electronically, reducing the associ-
ated burden of  reporting on quality measures for providers. 

In this final rule, CMS finalized that eligible hospitals and CAHs must re-
port on 16 out of  29 CQMs, and EPs must report on 9 out of  the 64 total 
CQMs. In addition, all providers must select CQMs from at least 3 of  the 
6 key healthcare policy domains from the HHS’ National Quality Strategy:

•    Patient and family engagement

•    Patient safety

•    Care coordination

•    Population and public health

•    Efficient use of  healthcare resources

•    Clinical processes/effectiveness

6. Payment adjustments. Medicare payment adjustments are required 
by statute to take effect in 2015. In the final rule, CMS maintained its pro-
posal that any Medicare EP or hospital that demonstrates meaningful use 
in 2013 will avoid payment adjustment in 2015. Also, any Medicare pro-
vider that first demonstrates meaningful use in 2014 will now avoid the 
penalty if  they meet the attestation requirement by July 3, 2014 for eligible 
hospitals or Oct. 3, 2014 for EPs.

Although CMS originally proposed three exceptions to these payment 
adjustments, it finalized four. The three exceptions, which were originally 
proposed, include exceptions based on infrastructure, newly practicing EPs 
who would not otherwise be able to avoid payment adjustments and un-
foreseen circumstances. The new exception is by specialty/provider type 
concentrated among three specialties: anesthesiology, radiology and pa-
thology. Infrastructure, unforeseen circumstances, and new CAHs/eligible 
hospitals are also exception categories for eligible hospitals and CAHs. n

CMS Releases Final Rule for Stage 2 of 
the EHR Incentive Program
By Kathleen Roney 
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One of  the core goals of  meaningful use is to exchange health in-
formation electronically, which requires interoperability between 
systems. Interoperability will allow hospitals and other healthcare 

providers to share clinical and financial data and to deliver care more ef-
ficiently. “It’s not too much of  stretch [to say] interoperability could be the 
“Holy Grail” for addressing clinical and nonclinical issues in hospitals, in-
cluding patient safety, billing, collections, quality measures and satisfaction 
of  customers,” says Jim St. Clair, CISM, PMP, SSGB, senior director of  In-
teroperability and Standards at HIMSS. He notes that while interoperability 
is growing, it still has a long way to go. He shares eight steps hospitals and 
healthcare systems can take to achieve interoperability. 

1. Become a “meaningful user.” “The most important thing for a 
typical hospital or medical facility is to make sure they are working diligently 
to meet requirements of  meaningful use stage 1 and beginning to work to-
wards meaningful use stage 2,” Mr. St. Clair says. Some of  the requirements 
for meaningful use stage 2 call for hospitals to send data electronically to 
other organizations, such as transmitting prescription orders to pharma-
cies or laboratory results to public health agencies. Meeting meaningful use 
standards will thus help hospitals prepare for health information exchange 
and interoperability. Mr. St. Clair suggests hospitals that are not currently 
participating in HIEs start to get involved at the state level to become fa-
miliar with electronic information exchange.

2. Understand interoperability. While many hospitals are including 
interoperability in their IT strategies, the concept remains new for the in-
dustry, Mr. St. Clair says. “One of  the biggest challenges is making sure 
everyone understands the requirements for having interoperable systems, 
specifically around meaningful use and what the incentive program is for 
adoption of  electronic health records.” 

3. Follow industry standards. One of  the keys to successful interop-
erability is following a set of  industry-wide standards that govern how in-
formation is shared. In fact, the Office of  the National Coordinator for 
Health IT has identified reducing optionality in health IT as a goal for 
supporting interoperable HIE. 

Integration profiles — a collection of  information exchange protocols 
— are one tool that can enable different technologies to communicate 

with one another. “Integration profiles apply part of  a technical frame-
work that allows two systems developed by two different companies 
to have rules and protocols to exchange information [so] when one 
machine says one thing, the other understands it to be what was in-
tended,” Mr. St. Clair says. Profiles and other standards are essential for 
interoperability because they can ensure a large number of  participants 
in an HIE. “Interoperability is a phenomenon that can only be ob-
served as a network effect,” says Elliot B. Sloane, PhD, CCE, professor 
and director of  Health Systems Engineering and founder, president and 
executive director of  the Center for Healthcare Information Research 
and Policy at Drexel University School of  Biomedical Engineering in 
Philadelphia. “As more systems and [physicians] are able to share infor-
mation with each other, the more powerful it is. The value is multiplied 
by the number of  participants.”

4. Define the information to be exchanged. Before exchanging 
data, participating providers have to define what type of  information they 
will share — whether it’s clinical or nonclinical — and what they will do 
with the information. “One of  the challenges is that each aspect of  the 
business process requires a different type of  information,” Mr. St. Clair 
says. “First you have to come to an agreement on what types of  infor-
mation there are and what they mean. Then establish standards to collect 
information and do something usable and meaningful with it.”

5. Secure data. Exchanging data between different organizations re-
quires the data to be secure and that each participating provider under-
stands what the security requirements are. Mr. St. Clair suggests hospitals 
first ensure they comply with HIPAA, and then look at requirements under 
the HITECH Act to also secure data. 

6. Test the systems. Testing interoperability involves several differ-
ent levels of  testing. Healthcare organizations should first test that the 
software has successfully implemented the integration profiles using test 
data. Then, providers should test the systems as part of  an HIE to en-
sure they can work within the HIE’s specifications. Lastly, organizations 
should test interoperable systems as part of  a configuration at a site, ac-
cording to Mr. Sinclair. “Testing represents the first step in several that 
we have to move to in the future to truly validate interoperability needed 
for systems,” he says. n

6 Steps for Hospitals to Achieve  
Interoperability
By Sabrina Rodak  
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It’s not easy to reach a consensus on a lot of  
issues, but I think all of  us agree that health-
care associated infections are a very serious 

threat. With this sort of  alignment, you’d think 
hospitals would be doing all they could to eradi-
cate HAIs. Unfortunately, that is not the case. 

Part of  the problem seems to be that a lot of  
people don’t get excited about fighting HAIs. 
They should be. An estimated one out of  every 
20 hospitalized patients in the United States will 
contract an HAI, at a total cost of  as much as 
$45 billion a year. 

Twelve years ago, the Institute of  Medicine re-
leased its groundbreaking report, “To Err is Hu-
man,” which got hospital executives all fired up 
about this issue. In the report’s wake, just about 
every hospital in the country began updating 
safe practices, rethinking staff  training and set-
ting up patient safety committees. 

The IOM report found that preventable medi-
cal errors were causing 44,000 to 98,000 deaths 
per year — an astounding figure. In an analogy I 
remember to this day, the IOM said these deaths 
amounted to one jumbo jet crashing every sin-
gle day of  the year. If  that actually happened, 
the airline industry would be shut down! But in 
healthcare, we tolerate this death toll. 

A dozen years after that 1999 report, where do 
we stand? According to some accounts, deaths 
from HAIs are now much higher than the IOM’s 
1999 estimate. Basically, we have been treading 
water. Of  all the infections out there, the most 
difficult one to control is probably Clostridium 
difficile, a bacteria that can cause severe diar-
rhea, inflammation and bleeding in the colon, 
and death. It strikes half  a million Americans 
a year, and more than 9 percent of  C. difficile-
related hospitalizations end in death. 

USA Today recently ran a sobering front-page 
article on U.S. hospitals’ losing battle against C. 
difficile. It’s a stubborn infection. Alcohol-based 
hand sanitizers and many disinfectants are inef-
fective in getting rid of  the spores. Simply mop-
ping hospital floors just spreads them around. 
Eight years after “To Err is Human,” the CDC 
reported that the C. difficile rate in U.S. hospi-
tals almost doubled. The rate declined a little in 
2008, but the current level is still way above what 
it was when the IOM report opened our eyes to 
the enormity of  this problem. 

Should we give up? Is it simply impossible to 
punch a hole in an infection like C. difficile? Ab-

solutely not. A number of  hospitals have shown 
that by applying some imagination, determina-
tion and grit, it is possible to cut the infection 
rate substantially. In 2010, the Mayo Clinic re-
duced C. difficile acquisition rates by one-third 
in high-risk units, mainly through daily cleaning 
of  all high-touch surfaces with a disinfectant. 
This doesn’t need to cost a whole lot of  money. 
Jewish Hospital-Mercy Health in Cincinnati, for 
example, cut its C. difficile rates in half  in less 
than a year, at a cost of  just $10,000. 

But as hospitals struggle to control their bottom 
line, that kind of  money is, in many cases, ap-
parently too much. Even basic services that help 
control HAIs have been cut back. A big part of  
the fight against C. difficile involves maintaining 
adequate housekeeping staff. According to the 
Association for the Healthcare Environment, 
however, hospitals have cut housekeeping bud-
gets by up to 25 percent in recent years. AHE 
surveys also found that many hospitals spend 
as little as 18 minutes cleaning a patient’s room, 
well below the optimal level of  25-30 minutes.

One effective way to get hospitals interested 
in eradicating infections is to lower reimburse-
ments for cases involving HAIs. But these initia-
tives may simply cause hospitals to shift existing 
resources around. 

In 2008, CMS began withholding additional reim-
bursement for hospitalizations for just two HAIs: 
catheter-associated urinary tract infections and 
central line-associated bloodstream infections. 

The CMS policy was a success, in that it forced 
hospitals to redouble efforts against the two 
targeted infections, and infection rates fell. But 
in the process, resources were taken away from 
fighting other HAIs. In a recent survey by the 
Association for Professionals in Infection Con-
trol and Epidemiology, 81 percent of  infection 
preventionists reported that their hospitals had 
focused more resources on the two targeted 
infections, but one-third of  respondents said 
resources had been shifted from fighting other 
infections, including C. difficile.

This is robbing Peter to pay Paul. Fighting HAIs 
shouldn’t be a zero-sum game. It’s time for hos-
pitals to take a more aggressive approach against 
stubborn infections like C. difficile. HAIs ac-
counted for $40 billion in excess healthcare 
costs in 2009, with the average infection costing 
$20,000 to $25,000 to treat, according the CDC. 
As reimbursements move from fee-for-service 

to bundled payments, hospitals may be forced 
to swallow the high cost of  HAIs or finally do 
something about them. 

In the meantime, hospitals’ uninspiring fight 
against C. difficile has even disillusioned HHS, 
which in 2008 had established optimistic five-year 
targets for reducing of  HAIs. It slated a 30 percent 
reduction for C. difficile hospitalizations by 2013, 
but now, one year before that deadline, HHS con-
cedes there us no way that goal can be reached. 

Government must take a stronger stand to erad-
icate stubborn infections like C. difficile. The 
British government requires hospitals to report 
all C. difficile cases –– part of  a regulatory cam-
paign that has reduced infections by more than 
50 percent since 2008. In the United States, a 
new C. difficile reporting rule for facilities will 
take effect next year. Thirty-four states now re-
quire hospitals to publicly report their rates of  
infections, but fewer than a quarter of  them 
include C. difficile, according to an analysis by 
HAI Focus.

For the past dozen years, we have seen greater 
awareness of  the massive destruction wreaked 
by HAIs like C. difficile. Now we need to finally 
do something about it. n

Chuck Lauer (chuckspeaking@aol.com) was publisher of  
Modern Healthcare for 33 years. He is now an author, 
public speaker and career coach who is in demand for his 
motivational messages to top companies nationwide.

Greater Awareness of HAIs Has Not 
Translated Into Action
By Chuck Lauer, Former Publisher of Modern Healthcare and an Author, Public Speaker and Career Coach 
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Milwaukee-based Aurora Health Care and 
Franklin, Tenn.-based IASIS Healthcare an-
nounced a partnership, which includes clinical 
affiliations and the formation of  a development 
joint venture — Aurora IASIS Health Partners. 

Boone Memorial Hospital in Madison, W.Va., 
transitioned from a county-owned hospital to a 
community-operated, non-profit entity. 

Englewood, Colo.-based Catholic Health Ini-
tiatives and Vancouver, Wash.-based Peace-
Health signed a nonbinding letter of  intent to 
create a regional healthcare system

Central Baptist Hospital in Lexington, Ky., 
entered into an agreement to manage Russell 
County Hospital in Russell Springs, Ky. 

Central Maine Healthcare in Lewiston filed a 
letter of  intent with the Maine Department of  
Health and Human Services to acquire

Crittenden Regional Hospital in West Mem-
phis, Ark., entered into a new affiliation and con-
sulting agreement with Methodist Le Bonheur 
Healthcare in Memphis, Tenn.

Deer River (Minn.) Healthcare Center became 
part of  Duluth, Minn.-based Essentia Health. 

Dexter (Mo.) Community Regional Health-
care Foundation entered into a long-term lease 
with SoutheastHealth in Cape Girardeau, Mo., 
which allows SoutheastHealth to assume op-
eration of  the Dexter hospital as a lessee. 

Dignity Health and University of  California 
San Francisco, signed a memorandum of  un-
derstanding to begin discussions about integrat-
ing their San Francisco hospitals

Hartford (Conn.) HealthCare and Backus 
Healthcare System in Norwich, Conn., for-
mally agreed to affiliate.

Holy Cross Hospital and Sinai Health Sys-
tem, both Chicago-based, are conducting due 
diligence and expect to sign a definitive agree-
ment to partner by the fall. 

Huntsville (Ala.) Hospital announced a 40-

year lease agreement to acquire Decatur (Ala.) 
General Hospital.

Jefferson Regional Medical Center in Crys-
tal City, Mo., and Chesterfield, Mo.-based Mer-
cy entered into a formal letter of  intent for a 
partnership. 

The bankrupt Medical Park Hospital in Hope, 
Ark., now has a new owner, as the U.S. Bankrupt-
cy Court for the Western District of  Arkansas 
approved its sale to Wadley Regional Medical 
Center in Texarkana, Texas, and its parent com-
pany, Franklin, Tenn.-based IASIS Healthcare. 

Colorado Springs voters agreed to lease Memorial 
Health System in Colorado Springs, Colo., to Uni-
versity of  Colorado Health in a special election.

Memorial Health University Medical Center in 
Savannah, Ga., announced a strategic partnership 
with Winston-Salem, N.C.-based Novant Health. 

The agreement between Mercy Health in Okla-
homa City and Franklin, Tenn.-based Capella 
Healthcare to merge Mercy Hospital Hot 
Springs (Ark.) and National Park Medical 
Center in Hot Springs is moving forward despite 
initial reservation from local Catholic clergy. 

Mercy Health System of  Maine in Portland 
entered into a non-binding letter of  intent to 
be acquired by Boston-based Steward Health 
Care System.

MidMichigan Health in Midland and the Uni-
versity of  Michigan Health System in Ann 
Arbor announced plans for a clinical and busi-
ness affiliation. 

Naples, Fla.-based NCH Healthcare joined the 
Mayo Clinic Care Network as the first mem-
ber of  the network in Florida and the Southeast 
region of  the United States. 

Parkview Adventist Medical Center in Bruns-
wick, Maine, which prompted Mid Coast Hospi-
tal, also in Brunswick, to file a competing proposal.

Claiborne County in Mississippi took control of 
Patients’ Choice Medical Center of  Claiborne 
County in Port Gibson, Miss., after the operator, 

Tupelo, Miss.-based Team Health — formerly 
Rural Healthcare Developers — defaulted on 
two years of  lease payments. 

Ontario, Calif.-based Prime Healthcare Ser-
vices plans to acquire Lower Bucks Hospital 
in Bristol, Pa. 

St. Joseph Health in Orange County, Calif., and 
Hoag Memorial Hospital Presbyterian in 
Newport Beach, Calif., signed a letter of  intent 
to form an affiliation.

Transaction discussions between two-hospital 
St. Joseph Healthcare System in Paterson, 
N.J., St. Mary’s Hospital in Passaic, N.J., and 
St. Louis-based Ascension Health Care Net-
work may not be completely off  the table, even 
though a board controlling two of  the hospitals 
pulled the plug on merger in August. 

Salinas (Calif.) Valley Memorial Hospital 
rejected a proposed merger with Salinas-based 
Natividad Medical Center — its last partner-
ship option — to remain a standalone hospital. 

Denver-based Sisters of  Charity of  Leaven-
worth Health System agreed to pay Arvada, 
Colo.-based Community First Foundation ap-
proximately $275 million over the next 20 years 
as part of  governance changes for Denver-based 
Exempla Healthcare, a non-profit healthcare 
system that includes three hospitals and a physi-
cian network of  more than 100 clinics. 

The board of  regents for the Texas A&M Uni-
versity System in College Station approved the 
plan to merge Texas A&M Health Science 
Center under the administration of  Texas A&M 
University. 

Queen’s Medical Center in Honolulu finalized 
a deal with Honolulu-based St. Francis Health-
care System of  Hawaii to acquire and reopen 
the shuttered Hawaii Medical Center-West in 
Ewa Beach. 

WCA Hospital in Jamestown, N.Y., and UPMC 
Hamot in Erie, Pa., signed a strategic affiliation 
agreement to expand access to healthcare ser-
vices and resources in the region. 

Hospital & Health System Transactions

NEW! CFO E-Weekly Report
Current news, analysis and best practices on hospital revenue cycle issues, including 
coding, billing and collections, the transition to ICD-10 and Recovery Audit Contractors 

To sign up for the FREE E-Weekly, visit  
www.BeckersHospitalReview.com or call (800) 417-2035
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Hospital & Health System Executive Moves 
The Martin Luther King, Jr.-Los Angeles Healthcare Corporation 
named Elaine Batchlor, MD, as the CEO of  the new Martin Luther King, 
Jr. Community Hospital in South Los Angeles. 

Alexian Brothers Health System, based in Arlington Heights, Ill., 
named Paul Belter CFO.

St. Joseph Health System in Bryan, Texas named Odette Bolano, RN, 
MHA, as acting president and CEO.

Columbia Memorial Hospital in Hudson, N.Y., announced that its current 
COO, Jay Cahalan, will take over the CEO position at the end of  the year.

Louisiana State University’s Health Care Services Division removed Fred 
Cerise, MD, MPH, as head of  the University’s state-wide network of  clin-
ics and hospitals. 

The Christ Hospital in Cincinnati’s CEO Susan Croushore retired.

University Hospitals in Cleveland announced that COO Achilles Deme-
triou, MD, PhD, FACS, intends to retire at the end of  the year.

Arthur Gonzalez, CEO of  Minneapolis-based Hennepin Healthcare Sys-
tem, which operates Hennepin County Medical Center in Minneapolis, re-
signed to serve as CEO of  Denver Health. 

Mayo Regional Hospital in Dover-Foxcroft, Maine, named Edward Han-
non CEO.

St. Luke’s South Hospital in Overland Park, Kan., named Jani L. John-
son as its new president and CEO.

Temple University Hospital in Philadelphia named John Kastanis as presi-
dent and CEO.

Bedford, Mass.-based Veterans Affairs New England Healthcare System 
named Ryan Lilly as director of  its VA Maine Healthcare System in Augusta.

Mark Marley was named the new president and CEO of  Opelousas (La.) 
General Health System.

Ontario, Calif.-based Prime Healthcare named Bockhi Park as CEO of  
Sherman Oaks Hospital and Encino Hospital Medical Center in Los Angeles.

Wellmont Health System in Kingsport, Tenn., named Alice Pope, CPA, 
as CFO.

Joseph Quagliata, president and CEO of  South Nassau Communities Hos-
pital in Oceanside, N.Y., announced his plans to retire at the end of  this year.

Providence Saint Joseph Medical Center in Burbank, Calif., named Mi-
chael A. Rembis CEO. 

Richard Reynolds, president and CEO of  MidMichigan Health in Mid-
land, Mich., announced his decision to retire in early 2013.

St. Joseph Hospital in Nashua, N.H., announced that David Ross left his 
post as president and CEO. 

University of  Missouri Health System, parent of  University of  Missouri Health 
Care, announced the retirement of  MU Health Care’s CEO Jim Ross. 

Dallas-based Parkland Health & Hospital System’s board of  managers 
named Robert Smith as interim CEO, replacing Thomas Royer, MD, 
whose contract expired at the end of  August.

R. Timothy Stack, president and CEO of  Piedmont Healthcare in Atlanta, 
has passed away. Piedmont named Patrick Battey, MD, as interim CEO.

Sacred Heart Health System in Pensacola, Fla., named Henry Stovall as 
president of  Sacred Heart Hospital in Pensacola. 

Los Angeles-based Providence Health & Services, Southern California 
named Dale Surowitz as regional COO.

Tenet Healthcare-owned Coastal Carolina Hospital in Jasper, S.C., named 
Brad S. Talbert CEO.
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