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Preface

Quality health care has become a worldwide goal. Societies around the world have
become increasingly intent on actualizing the value proposition in health care, and the
science of healthcare quality is advancing rapidly. But we still face stiff headwinds.
The percent of the U.S. economy allocated to health care is large and continues to
grow, ergo:

e Healthcare spending in the United States in 2008 rose to $2.4 trillion (16% of
Gross Domestic Product), with projections of $3.1 trillion in 2012 and $4.3 tril-
lion by 2016.1 By 2017, healthcare expenditures are projected to reach 20% of
GDP. In comparison, the Organisation for Economic Cooperation and Development
(OECD) reports that healthcare spending accounted for 10.9% of the GDP in
Switzerland, 10.7% in Germany, 9.7% in Canada, and 9.5% in France.?

¢ Spending on health care was 4.3 times the amount spent on national defense in
2004. Nearly 46 million Americans are uninsured, but the United States spends
more on health care than other industrialized nations that provide universal health
coverage to all their citizens.3

These facts, combined with the current economic challenges caused by a worldwide
recession, have created perfect conditions for change. The bridge is burning with flames
nipping at our heels, and the healthcare delivery system now faces the crucial decision of
effecting substantive change or watch as the system is wrested from our hands to be man-
aged by those who may have a much narrower perspective (i.e., cost savings) rather than
ensuring adequate resources to improve the quality, as well as the cost, of care. W. Edwards
Deming, one of the pantheons of quality in the United States and many other countries,
stated: “It is not necessary to change. Survival is not mandatory.” The U.S. automobile
industry has learned this lesson convincingly, having shrunk from world domination to
be surpassed by the Japanese powerhouse Toyota and to see two of the three major
automakers fall financially to bankruptcy. The healthcare delivery system faces a similar
fate as consumers become savvier about healthcare costs and quality measurement.
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The need to reduce costs and improve quality over the next few years has become
the mantra for the healthcare industry, and the magnitude of the task will require an
“all hands on deck” approach. My goal in writing this book is to provide healthcare
leaders, clinicians, and executives with the knowledge and tools to guide meaningful
change and to provide a “deep dive” into the culture and technology of quality that
is needed to achieve the goals that society is setting for us in the next decade and
beyond. Not only must we face the reality that the growth in expenditures is unsus-
tainable, but societal expectations of quality and safety are peaking at the same time.
My question to my colleagues in the industry is simple: If other industries can do it,
why can’t we? Air safety is at an all-time high, reaching six sigma levels, even if bag-
gage handling isn’t quite there yet. If someone can get on an airplane—a complex
machine requiring hundreds or thousands of people to manufacture and maintain—
and reasonably expect to travel from one location to another and arrive unharmed,
why can’t we in health care provide the same assurance? The answer, of course, is that
we can. If for some reason a healthcare organization or provider can’t reach those
levels of safety, society, through Medicare, Medicaid, and other payers, is saying “We
won’t pay you anymore.” Additionally, these “never events” will ultimately be the
source of weeding out the poor quality and inefficient players in the marketplace and
replacing them with those who can deliver on the value proposition.

An old maxim states that health care, like politics, is local. However, health care
is gradually seeing the same pressure that brought the U.S. automobile industry to its
knees through what Tom Friedman artfully describes as a “flattening” of the world.*
His perceptive recognition of the effects of technology and travel on a number of
industries is resonating in health care as medical tourism, which describes the increas-
ingly common practice of individuals in the United States who travel to other countries
for medical care that matches the safety and quality in the United States but usually
costs from 75% to 90% less than in the United States. Technologies like “teleradiol-
ogy,” in which a digitized radiograph is sent to radiologists at a different site—even a
different country—for interpretation, have intervened in traditional healthcare deliv-
ery models to insert competition in a traditionally noncompetitive marketplace. The
response to these innovations has been mixed, but they are being adopted at an
increasing pace, requiring physicians and healthcare organizations to adapt rapidly.
Companies like Nighthawk Radiology Services (NHWK-NASDAQ) have leveraged
these new techniques to develop innovative business models that compete with tradi-
tional models of care and create financial returns that make them attractive to inves-
tors. In short, globalization of health care is becoming a major force that necessitates
not only innovation but also agility.

Another important trend in health care is the increasingly blurry lines between the
services rendered by providers. The trend toward broadening the scope of practice of
nonphysician providers has created alarm in some medical and surgical specialties,
but the era of the advance practice nurse and other competent practitioners has arrived.
These care providers will assume responsibility for many medical and surgical
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modalities that once were the province of physicians, requiring adaptation of the
system to this new reality. Although some professional societies have tried to resist
this evolution to a more efficient and openly competitive system, such opposition has
been ineffectual. The U.S. public is voting with its pocketbook and demanding a more
systematic approach to care that leverages all talent in the medical community.

The forces impinging on health care are undeniable, and change is in the offing.
Leading change is the challenge of true leaders, and this book is designed to support
those efforts by providing readers with an intensive information resource to support
innovation and transformative systems for developing truly competitive and sustain-
able healthcare entities that deliver the value proposition that satisfies society’s demands.
Developing the leaders of today and tomorrow must be our greatest undertaking, and
the book you hold in your hands is a contribution to making that happen.
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