An opportunity to inform yourself on Value and contemporize your
approach to shoulder care…
Dear Colleagues:
I recently attended a meeting, which is an outgrowth of The Value-Based Care
Initiative championed at HBS by Prof. Michael Porter and Prof. Robert Kaplan. To be
sure, there are academics and non-academics moving this agenda forward. One such
visionary businessman who merits attention is Derek Haas. He is a graduate of HBS
and has created a wonderful company, which seeks to move the value agenda
forward in an entrepreneurial venture. The name of this company is Avant-Garde
Health (https://www.avantgardehealth.com). This is a clever and insightful name
for such a venture as the definition fits this initiative very well:

I am happy and excited to introduce you to this group and share with you some of
my notes from the meeting. The agenda and content of the meeting is included
below. For those of you with a business background, this will resonate as a great
company in the making. And for those of you with an interest in value-based care, be
advised, this is your future. So, all should be informed.
Regards,
Jon JP Warner, MD
Boston Shoulder Institute

Notes on the Meeting:
I.

Harvard Business School Case Study: The Martini Klinik (click here
for Program PDF)
- Robert Kaplan discussed this landmark case study in providing value
for treatment of prostate cancer.
- Take home points:
1. Specialization and Volume result in better outcomes with
reduced complications and thus more value.
2. The US Healthcare system is not built on this kind of model, for
the most part.
3. Critical introspection through systematic measurement allows
for accountability necessary to improve outcomes and this is
essential if you are motivated by a patient-first commitment
and the delivery of value.
4. Building great teams leads to commitment which endures and
to stability in such teams which are loyal to the mission. Most
US healthcare systems are not structured for such a
commitment.
5. Specialization and stable teams allow for systematic process
improvement.
6. Specialized and stable teams committed to the patient outcome
first motivate mentorship and transfer of knowledge to the
outside world.
7. Volume growth and profitability are essential to any such
venture. No innovation survives unless it delivers a profit at
the same time it improves value and outcomes. Martini Klinik
had an 11% profit margin.
8. This Klinik became an international referral center due to its
superior outcomes with lower complication rates (many
patients came from Switzerland to Germany, which is not
something Swiss would undertake usually).
9. Employee loyalty is an ingredient for success.
10. Being academically productive is good for business as it
establishes you as an expert and this is the draw for business
(Martini Klinik surgeons and researchers were prolific).
11. Integrate all care around the needs of the patient. To do this
one must break down silos and other barriers so that surgeons,
anesthesiologists, radiologists, physical therapists, nurses, etc
all work together for the care mission. This is NOT the
structure of most academic programs in the USA (Cleveland
Clinic may be an exception- see HBS case study).
12. Collect data to improve. Martini Klinik had many
biostatisticians to collect data and then the team used this for
analysis to improve on treatment and outcomes.

II.

Care Pathways and Clinical Decision-Making (Dr. Emil Dilorio and
Amy Nyberg of Coordinated Health: www.coordinatedhealth.com,
and comments by others)
- Data Analytics is the reality of the future for Value-Based care.
- You will all be measured on the impact of your care: Outcomes and
Cost
- Who measures you and how they measure will be the key issue.
- Many concepts will need to be embraced.
- One concept offered by Mike West, CEO of Rothman Institute is
“Demand Matching” for shoulder arthroplasty.
1. So, age and activity level may be a basis for selecting the
optimum implant based on cost of technology.
2. For example, a younger, active male might benefit from more
expensive implant designs due to biomechanical implications
etc.; in contrast, an 80-plus year old individual might not need
such complex and expensive an implant.
- Length of Stay (LOS): Many of you know that a focus going forward
will be to reduce length of stay and manage the 90-day post-acute
care cycle.
1. This is a big driver of costs for an episode of arthroplasty, for
example. Many innovations were discussed about how to
achieve this. Reduction in LOS results in lower costs for the
episode of care as well as greater capacity for use of hospital
resources.
2. One of the major savings is reduced personnel cost.
- Operating Room Time (OR Time): Reducing variability among
surgeons improves efficiency, as do many other initiatives, which
were discussed.
1. Imagine where you are and how much variability exists with
your surgeons providing the service line of shoulder care.
2. There is no question that some of your colleagues will be
margin positive for the hospital and some margin negative. If
hospitals are not currently measuring this, they will. AvantGarde is the vehicle to accomplish this and many other tasks.
3. Ways which you can address this are:
a. Proper preoperative planning (BlueprintTM, VIPTM and
other planning programs for arthroplasty).
b. Inventory management using such planning programs.
c. Clear communication to a team prior to surgery.
d. Navigation of the preoperative process.
e. Navigation of the day of surgery.
f. Building great teams with integration of care.
- Supply Costs: This will be analyzed in detail by provider, so be
advised. If you are lucky enough to work in an environment where
this information is collected and shared with you then you can be a
participant in delivering value for each case you perform.

-
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Engaging Clinical and Administrative Champions in each specialty
area, with regular meetings to analyze impact of the initiatives: This is
the formula for success in such endeavors.
Team Alignment and prioritizing opportunities and setting goals with
regular testing and tracking of progress to redirect accordingly.
FIVE FORCES FOR TRANSFORMATION (IN HEALTHCARE) — Dr. Emil
Dilorio, CEO, Coordinated Health
1. Risk Assumption: Self-funded employers are taking the risk
not insurance companies.
2. Consumerism: Revolution in products and services; customer
experience; When a product becomes a commodity and anyone
can produce it the customer experience becomes more
important.
3. Consolidation: This happens as transformation occurs. Few
large consolidations bring down price and improve quality.
(Look at airline industry)
4. Integration: Failure in communication and handoffs; EPIC and
EMR are example
5. Management Science: cost analysis and management moving
to analytics and data-analysis.
Service Line (i.e. Orthopedics)  to the product line  (i.e. Joint
replacement or spine)  to the product (which is the service you
deliver i.e., joint replacement episode of care)
Amy Nyberg, Chief Integration Officer for Coordinated Health:
1. There has been a shift from Healthcare 1.0 to Healthcare 2.0
2. We have moved from “Tertiary care” to “Patient-centric care”
3. There has been a paradigm shift to product management
across an episode of care.
4. The Five Elements of “The Product”:
a. Design Specifications: The design engineers are the
physicians: The Clinical Decisions regarding care and
the standardization of practice through analysis
b. Manufacturing process: (Industrial engineers): The Care
Process
c. Packaging: Connectivity
d. Brandings: Promise
e. Pricing and Distribution: Market price and channels for
distribution.
5. Some examples:
a. Engaging physicians to standardize Total Joint
Replacement Clinical Practice guidelines and track
variations in decision-making.
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b. Showing physicians implications of cost of decisions
they make, changes the way physicians design and
engineer their own products (services they offer).
c. Manufacturing process: Enable process visibility
through CPM.
d. Engaging patients through interactive guides (Our
packaging in healthcare is very poor) … completely
patient centric to anticipate all needs and milestones
and expected recovery.
e. Preop and postop navigation to delivery more efficient
product (service). They manage the entire EPISODE of
care.
Key: Analysis to reduce variation.
Risk stratification: Collaboration with cardiology, anesthesia
etc. in advance of surgery…avoid wasted capacity.
If predictive modeling allows for determination of when not to
do a case, we can make money on avoiding unnecessary use of
resources.
Do the operation the right way, reduce variation: saves money
a. Demand matching: see above definition and description.
Results of the above approach in our system:
a. Costs declined 8-10% over 9 months and 1/3 of saving
returned to physicians through incentive.
b. LOS reduced 20%
c. Anesthesia clearance 7 days before surgery (reduced
loss of capacity through cancellations) cancellation rate
cut by 2/3.
d. Expanded profitability of each product line.
e. Lower post-acute care costs (rapid recovery suite to
avoid rehab. Facility which is more expensive).
f. Product design expansion was possible.
Defining the population that you treat first allows use to
allocate resources appropriate to each category of patient and
their problem:
a. Within a population of patients:
i. Those ready for surgery
ii. Those not ready for surgery
iii. Those who had surgery which failed
iv. Use of navigators prior to surgery to determine
where the patient falls in terms of risk and
resource needs.
Comment from Mike West, CEO, Rothman Institute: How do we
incentivize physicians to take risk to do a complex or revision
case?
a. Managing patient’s disease processes with ongoing
dashboards to monitor patients and using this

surveillance to determine whom needs to be seen and
who does not. This affects management of that
population and cost of this.
b. The decisions consumers make to access healthcare
will be driven by financial implications of the burden
they bare to go out of their network, more and more.
Freedom of choice will become less as employers’
contract with certain healthcare organizations.
c. M. West: Tiering providers on cost not on outcome or
quality is a fact with many employers who look for
contracts with healthcare organizations.
d. Most major payers are not interested in bundles or risk.
They simply want lower cost.
e. Direct deal with employers not insurance companies is
the strategy.
f. Isolated MSK is at a disadvantage. An integrated large
network is what the large employers want.
g. Employers are struggling so they are looking for
alternatives for lower cost healthcare…. This may
reduce access of patients who decide quality of care is
what they want…they’ll be captured.
h. You must control the episode of care to deliver real
value in the care.
*JPW Thoughts — On a competitive advantage for you:
(1) We need to do better job-preparing patients for the postop recovery
process as an added value. Make someone your “Care Navigator”. Give
them this title and have them embrace it. This will enhance the value you
deliver. Some of you do this already with a PA or NP, but redefine this
role.
(2) Can we connect with patients better and in a proactive fashion after
surgery? Manage your patient’s recovery. Engage them and be proactive
not passive. It will improve value and avoid problems.
(3) Think added value: Before surgery, during hospitalization, after surgery.
Manage each component of the episode of care.
(4) The definition of quality becomes the patient experience as more
surgeons can deliver the same outcomes with a surgery…this was not the
case many years ago but we’ve trained so many experts now and
competition on outcomes has changed. Differentiation must be by the
experience and other value-add ons.

III.

“Transparency and Alignment (Ethan Bernstein, Harvard Business
School)
- “Making Transparency Transparent”: Organizations have a quest to
improve worker productivity and “transparency” is a strategy, which
may be part of this initiative. This can be transparency in the
workspace, in the data, etc.
- What happens when data meets human resources? (Your work habits
are being watched and managed)
- Definition of Transparency: “Perviousness to light”; openness;
freedom of information.
- The Evolution of Transparency:
1. Monitoring (let us see your activities) …. Process visibility (let
us watch your workflow) …Surveillance (few watching the
many; aka Compliance; aka “Conflict of Commitment”)
…Disclosure (Let me tell you about our work; market efficiency
and interorganizational relationships).
- The trend to do away with traditional performance reviews and move
to transparency.
- The social penalty that starts to feel in the work place.
- His work shows that performance may improve more in individuals
who have less supportive supervisors (Possibly a motivation).
- Open workspaces reduce communication as everyone can see how
busy every one else is and thus choose not to interrupt but to send
email instead of personal communication.
- Human Behavior: People are more willing to have a machine see their
data of performance rather than a person.
- There is a big difference in the way we use data for learning vs. the
way we use it for control…

IV.

Improving Operational Efficiency in the OR and Post-Operatively
(Chip Davis, Chief of Joint Replacement, Hershey Med Ctr)
- Improving patient experience and financials
1. Length of stay
2. Discharge home
3. Supply costs
- Rapid Recovery Program:
1. Team based: focus on individual patient
2. Setting expectations
3. Improve pain control
4. Reduce blood loss
5. Early ambulation
- Our Goal: We want every patient to recovery quickly enough to go
home on day of surgery
- We reduced average LOS from 2.5 to 1.5 days average LOS…average
savings per case is $1400 and most is personnel costs.

-

-

-

LOS reduction gave way to more capacity (4.3mil in additional
revenue in 2014).
Less complications if patients discharged to home rather than care
facility.
Discharge home led to Savings/case: $4000/case over episode of care.
Supply costs: Re-negotiated contracts, educated surgeons on cost.
Implant costs were the major driver of inpatient care.
*JPW Thought — How to deal with this given surgeon preferences
and Conflicts of Interest; and what is innovation worth? How will
implant companies respond to the price pressure? We analyze
individual surgeons on their overall cost based on implants, etc.
Cost transparency to surgeons: Everyone knows their costs…. this has
implications to higher cost implant using surgeons.
*JPW Thought — This will force implant companies to reassess
their customer focus
Implant savings - $1800/case.
PAC costs dropped $4000/case.
Overall cost savings - 6K/case.
Dedicated anesthesia teams.
Standardized/reduced instruments.
Assigned tasks.
Model process in Sim center.
Panelists: Dr. Chip Davis and Ted Riley (Gunderson Health System,
LaCross, WI)
1. Wheels in to incision time:
a. Does everybody know his or her role?
b. Duel rooms are faster than single rooms in terms of
wheels in and incision start.
i. Comment from Danny Yagoda on study they
have done on this, unpublished
c. Is the surgeon the point of delay?
d. Is the surgeon participating?
e. Teams communicating room to room.
f. What is value-added time for the surgeon.
2. Drivers of efficiency:
a. Staggered rooms: Does this increase or reduce capacity?
b. Hawthorn effect: Do surgeons watch over the team
during prep?
c. Team Communication
d. Dedicated teams
e. Upstream tasks: What is done before the patient enters
the room?
f. Variety of vendors: May slow down setup
g. Type of anesthesia: General or ISB
h. Staffing composition: timing and availability vs. breaks

i. Medical education (residents or not)
j. Unionized staff
k. Employment model: Affects motivation. What behavior
do you incentivize?
l. Responsibilities: Are roles clearly specified? Checklists?
m. Training: Do you do any before surgery to avoid
learning curve during surgery
n. Transparency: Do we monitor processes?
o. Goals: Do we have goals and hold people to these?
p. Accountability: Are there carrots or sticks associated
with team performance?
*JPW Question — Does your hospital share data
with you as surgeon and work with you and your
colleagues to improve on efficiency in the operating
room?
q. Can we compare teaching hospitals to non-teaching
hospitals in terms of metrics for efficiency?
r. Consider surgeon experience, resident training, on
impact on metrics for OR efficiency
V.

The Vital Role of Teaming in Healthcare (Prof. Amy Edmondson,
HBS)
- Teaming…Delivers value
- Stable bounded group of individuals who are interdependent in
achieving a shared goal.
- “Teaming is teamwork on a fly-coordinating and collaborating, across
boundaries, without the luxury of stable team structures.”
- Teaming by Amy C. Edmondson
- A lack of teaming at “University Hospital”
1. People do competent work, but…
2. People part of a different silo without coordination of timely
care
3. Keys: Virtual team, coordinating handoffs and defining roles
4. Teams become habit
- Teaming is a verb
- Teaming is especially needed when the work is complex and
unpredictable.
- Healthcare workers face interpersonal risks every day
- A strategy to avoid risk is to not offer ideas, admit weakness or
mistakes, ask questions.
- Psychological safety is a belief that one will not be punished or
humiliated for speaking up with ideas, questions, concerns or
mistakes. (Permission for candor)
- Inclusive leadership fosters openness for taking personal risks as
above... creating and environment of candor

-

-

-

-

-

Create the right climate for psychological safety to avoid “Apathy
zone” or “Anxiety Zone”. “Learning zone” is when performance
standards and psychological safety are optimized.
“What Google Learned in its quest to build the perfect team” by
Charles Duhigg. (NYT publication: click here for link to article)
Hierarchy can be problematic
Teaming to Innovate:
1. Study of minimally invasive CT surgery
2. Alters operating room team routines and dynamics
3. Studied 16 CT departments, same excellent training
4. Fewer than half implemented the technique successfully
5. Many teams employed an execution frame by default and force
of habit. Wrong reasons to do it: I am an expert, or others will
do it and take our business
6. Framing for Learning (Teaming): Aspirational purpose or
mission, helping patients, interdependent team leader,
empowering team (right reasons)
How to coordinate despite fluid personnel (as in EW)
1. Roles structures as a means to coordinate fluid teams
2. “By establishing shared accountability and making it
psychologically safe, teaming effectiveness improves.”
How do you create psychological safety
1. Frame the work accurately in an innovation consultancy (“Fail
often in order to succeed sooner…”). Deal with uncertainty
better.
a. Blueprint ….to…Brainstorm (from routine to unknown)
b. 3 types of failures: Preventable failures, Complex
failures, and Intelligent failures (teach you)
2. Acknowledge your own limits
3. Embrace messengers: Usually they bring bad news…that can
be helpful.
Failures: Praiseworthy…or blameworthy
1. What percentage of failures in your organization are caused by
blameworthy acts?
2. What percentage of failures in your organization are treated as
blameworthy acts?
3. Culture of acceptable failure leads to comfort with taking risks
or speaking up to improve.
References:
1. Amy C. Edmondson, HBS: “Teaming”. John Wiley and Sons, San
Francisco, CA, 2012.
2. Amy C. Edmondson, HBS: “Teaming to Innovate”. John Wiley
and Sons, San Francisco, CA 2013

VI.

Aligning Hospital-Physician Incentives:
- Panel: Mark Kelly, MGH/HBS; Jon Shaker, NEBH; Sopida
Adronaco, Hoag Orthopaedic Institute; Suzette Song, OSS Health,
York, PA
1. HOAG: Specialty Orthopedic Hospital in Orange County with
Physician Co-ownership. Not part of a healthcare system.
2. NEBH: Specialty hospital built on co-management with
physicians: Patient experience, quality cost and efficiency;
All physicians are in private practice. Not part of a
healthcare system…discussion with BIH and Lahey to join
the group.
3. OSS Health: Physician-owned hospital and health system.
4. Competition: all around but these are specialty hospitals with
physician engagement or ownership.
5. NEBH: “Low cost high volume provider” is way we compete!
a. Co-management is way to partner and incentivize
Drs. To have skin in the game

