
Evidentiary Leadership: 
An Expanded Lens to Determine 

Healthcare Value

We cannot deny our connectedness while we build our separateness.
—M. J. Wheatley and M. Kellner- Rogers, A Simpler Way

Chapter Objectives 
At the completion of this chapter, the reader will be able to

• List fi ve major drivers for documentation of value-based outcomes. 
• Discuss the leadership challenges in selecting metrics for healthcare organizational evaluation. 
• Describe innovative leadership strategies for measurement in complex social systems.
• Gain an appreciation of the realities and challenges of creating more robust measurement 

models refl ecting the complexity of health care. 

Th ere is a great and pressing need to reformulate the way in which health care is valued, 
measured, and reimbursed. Quantum leaders have experienced both the challenges of 
linear measurement models and the potential for integration of complexity principles 
into the healthcare system measurement models. Further, quantum leaders are well posi-
tioned to lead initiatives that challenge current measurement assumptions and to create 
models more refl ective of the complex nature of healthcare work. 

Th e purpose of this chapter is not to provide a template for measurement, but rather 
to off er a new lens for healthcare leaders to consider, compile, synthesize, and evaluate 
the multiple variables of the healthcare experience. Necessarily, each organization must 
customize its measurement model to include industry standards and facility-specifi c 
measures refl ective of the mission and vision. Leaders can create revitalized measurement 
templates specifi c to their organizational context. Also in this chapter, the challenges of 
measuring health care and suggestions for reconceptualizing healthcare measurement 
using the characteristics of complexity are presented. 
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Key Drivers for Change 
Th e need to challenge current assumptions and create more robust models emanates from 
multiple sources and issues. Five major issues are discussed in this section and serve to 
stimulate action. Th e Points to Ponder included challenge each of us to think diff erently 
and consider new strategies that can be useful to reach eff ective measurement and valuing 
of health care in the United States. Th e Points to Ponder comments include explorative 
ideas, challenges, and thoughts about the assumptions that currently drive the healthcare 
system. Th e fi rst issue, not surprisingly, is the belief that health care is too costly. 

Issue: Cost

Th e general notion is that health care in the United States is too costly and the quality 
outcomes are less than desirable. Th e U.S. system–nonsystem of health care continues 
to be too costly and too unsafe. Patient safety is not viewed as having substantially 
improved following the release of the landmark 1999 Institute of Medicine (IOM) report 

announcing 48,000–98,000 deaths yearly 
from medical misadventures (Altman, 
Clancy, & Blendon, 2004; Committee on 
Quality of Health Care in America, 2000; 
Minot, 2009). In addition, the Aff ordable 
Care Act requirements to achieve fully or 
nearly full access for Americans presents 
new challenges for managing the cost–
quality equation. 

Issue: Cost Shifting

Th e cost of health care is aff ected not 
only by the actual services provided and 
supporting technologies, but also by 
numerous well-intended initiatives designed 
to control those costs. Regulations, both 
national and local, are in place to control 
and monitor costs and quality. Price 
adjustments and cost shift ing serve to “even 
the playing fi eld” for payers, providers, 
and patients. Sophisticated mechanisms 
to control access to care and payment for 
services further complicate the system. 
Not surprisingly, there is an unending 
quest to reduce the disparity between 
the costs and quality and ultimately to 
achieve the highest quality health care at 
the lowest cost. Unfortunately, achieve-
ment of this admirable goal has eluded 

Points to Ponder
If we are spending too much, how much are we 
willing to spend? And what level of quality are 
we willing to fund? Perhaps the issue is not how 
much we spend; rather, the issue is the quality 
and consistency of outcomes. The common 
understanding is that health care is too costly. 
Given that healthcare expenditures in 2011 
were at 17.9% of the Gross Domestic Product 
(GDP),  should there be a different question or 
many different questions that would inform us 
what the dollars should achieve and how much 
the United States is willing to spend (Centers 
for Medicare and Medicaid Services, 2008; 
Fleming, 2013)? What kind of health care could 
we have if the expenditures were at 10% of the 
GDP? What services at what level of quality are 
we willing to pay for? If healthcare reform efforts 
were based on a defi ned amount of expenditure, 
level of quality, and defi ned access, would 
the recommendations be different or more 
acceptable? Perhaps a new valuation process 
that integrates the costs and value of innovation 
should be considered.
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the U.S. healthcare system. Shift ing costs 
between payers has become normative; 
however, the fairness of this practice 
is seldom fully supported. Incredible 
attempts are made to level the payment 
structure in a social system that is multi-
tiered and based on individual values and 
rights. 
Issue: Demand Without Accountability

Citizens of the United States believe there 
are no limits to treatment access. Health 
care is believed to be an inherent right for 
every individual to have access to every 
available treatment. Further, the health-
care system has yet to create expectations 
or boundaries for those receiving care. 
Th ere is no accountability for healthy 
behaviors as the requirement for receiving healthcare service funding. Funding con-
tinues to be provided to both individuals who actively engage in healthy behaviors and 
those who repetitively engage in unhealthy behaviors that exacerbate existing conditions. 
Healthcare funding is based on a one-way model: presence of illness or disease. Th ere is 
no expectation that healthcare prescriptions will be attended to or followed. 

Issue: Partial Measurement and Avoidance of Ambiguous Evidence

Measuring the empirical or observable and easily quantifi able variables has dominated 
the healthcare system. Traditional fi nance references identify metrics for returns on 

Points to Ponder 
In a free and democratic society, will the more 
successful and more fortunate individuals 
always need to subsidize those less fortunate? 
Or is there a better way to support those less 
fortunate? Is a national health plan the only 
way to eliminate or control cost shifting? The 
greater challenge for the people of the United 
States is to determine and acknowledge 
whether health care is a right or a privilege. 
Currently, our rhetoric espouses health care as 
an individual right while our fi nancial system 
funds health care as a privilege on the basis of 
those who have resources for  payment.

Points to Ponder 
It would seem that both the desire to have all health care without personal accountability and the 
propensity of providers to overhelp others have rendered the current system to be disastrously 
dysfunctional. Why is it so diffi cult for Americans to say no when there are not enough available 
resources to match the demand? Will changing spending behaviors change the state of the U.S. 
healthcare system? Will changing our expectations become the best fi rst step to reform? Is it 
possible to change this behavior, to change the expectations of all citizens? Can we work to 
guarantee a level of basic services? Should U.S. citizens bite the bullet and continue to give more 
dollars to the healthcare system? Should every available healthcare service be available to every 
citizen regardless of the cost? 

Can we really afford one-way health care? Is the best practice to give and give and give 
without the expectation for healthy behaviors? The failure of fully engaged patient– provider 
relationships unnecessarily increases the cost of healthcare services. How do we engage 
patients in the healthcare process to ensure full-circle accountability within the system?
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investment, ratios for cash management, and allocation percentages for expense cate-
gories (Table 3-1). Th e use of mathematical tools such as graphs, charts, and statistical 
formulas provides important data that are easily understood. Unfortunately, measure-
ment of selected healthcare elements is oft en used to inform the totality of the system. 
In general, they are insuffi  cient to capture the complexity of healthcare work. Although 
these tools have value, they also have limitations when applied to the nonlinear and mul-
tidimensional processes of health care. In the current model, reimbursement is provided 
for selected and discrete clinical interventions or procedures regardless of the surround-
ing circumstances and patient status or values. 

Th e ambiguous or qualitative information such as patient–provider relationships, 
eff ectiveness of the procedure, patient satisfaction, and healthy behaviors practiced is not 
considered in the reimbursement categories. Further, the highly regarded fi ve categories 
of outcomes refl ective of quality (achievement of appropriate self-care, demonstration of 
health-promoting behaviors, health-related quality of life, the perception of being well 
cared for, and symptom management to criterion) are not considered in the current pay-
ment model (Mitchell & Lang, 2004). 

TABLE 3-1 Complexity and Healthcare Measurement Implications

Property Complexity Description Implication for Healthcare Measurement

Connectivity • One standard metric is seldom adequate to tell 
the story. When measuring, ask the question, “Did 
the results affect any other metrics?” If hours of 
care were decreased, were the necessary services 
provided to ensure the desired level of quality?

Interdependence • Reliance on other elements of the healthcare system 
is the norm.

• There’s more to consider than the fi nancial return 
on investment. Utility, effectiveness, health, and 
functionality must also be considered.

Emergence • Be available for unpredictable results/outcomes/
events.

• Unintended and unanticipated consequences often 
occur after implementation of correction of another 
problem, creating the need to consider other 
information.

• Highly structured forecasting and planning may be of 
limited value.

• Identify “anticipatory metrics”—what could happen 
with this decision?

• Examine the traditional metrics and at least three 
additional sequential evolving metrics to increase 
awareness of the impact of emergence.

• When measuring, focus on principles rather than 
specifi c goals and targets.

• Be open and available to reconsider existing 
opinions.
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Th ere is more to the healthcare 
experience than net income margins, 
cost per case, and hours per patient 
day. Every metric has a story connected 
to interdependent measures of quality 
and quantity. Historically, ambiguous 
evidence such as relationship eff ec-
tiveness, surveillance work, and team 
collaboration measurement has been 
avoided. Th e adage that you cannot 
manage what you do not measure has 
been used in healthcare quality and 
measurement discussions, and this idea 
further challenges us to develop systems 
that do measure and account for what 
is valued and managed (Minot, 2009). 
Documentation and accounting for 
the relational and qualitative aspects 
of patient care in the healthcare model 
need to be identifi ed and connected 
to the system. To begin, the antecedents, concurrent processes or interventions, and 
 unplanned outcomes need to be identifi ed and linked to each fi nancial metric. 

Group Discussion
Foolproof Elasticity
Th e foolproof elasticity formula is believed by some to be critical to successful opera-
tions and management. For example, if the cost of care for 5 patients is $50,000, then 
the elasticity formula dictates that the cost of care for 10 patients would be $100,000 
and the cost of care for 20 patients would be $200,000 and so on. Unfortunately, the 
complexity of the processes and resources involved in patient care render this formu-
la invalid and unreliable. In your discussion group, identify a list of variations that 
would occur in patient care and invalidate the elasticity formula.

Interestingly, the healthcare system is working desperately to improve the qual-
ity of health care, to manage relationships, to consider the impact of the context in 
which health care occurs, and to integrate patient personal values into care processes. 
Unfortunately, the emphasis is on creating more discrete and isolated measures rather 
than inclusion of measures refl ective of these variables. Th e formation of relationships, 
the work of clinical surveillance and oversight, the engagement of team members and 
patients, and the perceptions of quality and respect are but a few of the important 

Points to Ponder 
Errol Morris (2008), documentary maker, 
described as “an individual with a forensic 
mind with painter’s eyes,” noted in the Harvard 

Business Review that few people really know 
how to get an accurate read on situations. 
Information is fi ltered, unpopular opinions 
are avoided, and partisan views are veiled as 
objective arguments. The same can be said for 
getting an accurate accounting on healthcare 
services. Too often, the challenges in selecting 
the most appropriate groupings of fi nancial 
and quality metrics are insurmountable, 
and leaders settle on fi nancial and volume 
measures because they become the only thing 
a leadership team can agree on.
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concepts to which it is diffi  cult to assign quan-
tifi able metrics and dollars. Patient satisfaction 
measures are increasingly rigorous for what 
they measure. What does not occur regularly 
is documentation of the story they tell—the 
connections and interdependencies between 
providers, patient care processes, values, and 
the context of care. For example, the events and 
resources required to achieve levels of patient 
satisfaction are seldom if ever identifi ed and at 
best are only inferred. 

The pathway to a meaningful measure-
ment system is not found in magical analyses 
of costs, charges, and profits. Despite the 
quest for a foolproof elasticity formula (see 
the preceding Group Discussion), a formula 
in which changes are predictable based on 
past experiences, is at best incomplete. With 
such formulas, there is always a clarification, 
an exception, or a confounding variable that 
marginalizes the value of the formulation. At 
best these formulas are a beginning, not the 
final word. 

As previously noted, avoiding inclusion of the 
contextual information (environment, resources, 

etc.) can be disastrous and costly. Single-source fi nancial metrics can lead to decisions 
that are short sighted and incomplete. Further, when one entity tries to improve its fi tness 
or position, this may result in a worsening condition for others. Each “improvement” in 
one entity therefore may impose associated costs on other entities, either within the same 
system or on other related systems.

Issue: Using Evidence Is Optional

Evidentiary information is inconsistently 
identifi ed and applied in patient care. Th e 
source of the inconsistency is widespread and 
ranges from lack of knowledge or access to 
current evidence to personal practice prefer-
ences. National studies have documented the 
signifi cance of evidence-based practice and its 
relationship to higher quality of care, improved 
patient outcomes, decreased geographic varia-
tions in the delivery of care, reduced healthcare 
costs, and greater job satisfaction (Heater, 

Key Point
Unraveling Ambiguous Evidence

1.  Scrutinize and unravel 
preconceptions. Identify at least 
three preconceptions that might get 
in your way.

2.  Let the evidence be your guide.
3.  Focus on the source (point of care 

or intersection between patient and 
caregiver) not the second- or third-
hand interpretation. Minimize fi lters 
of information or interpretations 
by those removed from the actual 
situation.

4.  Look around the event. Examine 
and integrate the connections, 
antecedents, and subsequent 
events of healthcare work.

5.  Tell the story using measurement 
language and concepts.

Key Point
Focus on principles versus specifi c 
actions or rules. It may feel 
comfortable to develop an annual 
quality plan with sharply defi ned 
strategies and targets, but a better 
approach is to outline general goals 
and boundaries for improvement 
through which the organization moves 
toward the desired emergence.
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Becker, & Olson, 1988; McGinty & Anderson, 
2008; Shortell, Rundall, & Hsu, 2007; Williams, 
2004). Th e current adoption rates for the 
provision of care based on evidence, caregiver 
expertise, and patient values is unconscionably 
slow.

Perhaps greater accountability should be 
placed on the providers and caregivers in 
addition to organizational leadership. Given 
the clearly defi ned scopes of practice, licensing 
regulations, and independent practice models, 
it would seem that more emphasis should be 
placed on the source of the practice. Th is is not 
to minimize the role of the organization and 
leadership in creating the appropriate context 
for evidence-based practice, rather it is shift ing 
the accountability to the locus of practice. It is 
about shift ing from being rule or policy driven 
to principle driven. Th e principle of patient 
safety that is adopted by every employee should 
negate the need for innumerable policies and 
procedures telling individuals how to be safe! 

Th ese six major issues of high cost, low quality, cost shift ing, demand without account-
ability, partial measurement, and the inconsistent use of evidence provide signifi cant 
incentives for us to consider the healthcare system in a diff erent way. Given the current 
state of disarray and dysfunction in our system, continuing with the same practices 
and valuation model can only perpetuate more of the same. A measurement system 
that refl ects the complexity of health care is desperately needed; a system that provides  
evidence to assist individuals to address these issues and improve the allocation of 
healthcare resources more eff ectively is desperately needed. 

Key Point
Be wary of root cause solutions . . .

An example of selecting and analyzing 
an isolated component is the root 
cause analysis model. Organizations 
have typically approached complex 
problems from the angle of ferreting 
out and eliminating specifi c factors 
(root causes) thought to be responsible 
for undesired results. In fact, targeting 
precise improvement strategies 
toward singular root causes may result 
in the unpleasant and unexpected 
emergence of new problem-laden 
systems. The key to mastering desired 
change begins with a focus on holistic 
systems and the relationships among 
components in those systems.

Points to Ponder
Using available evidence seems so logical. The increasing availability of computerized systems and 
availability of the Internet to most providers and patients strongly support the use of evidence in 
practice. Such strategies as linking the use of federal or state funds to evidence-based practice 
and penalties for failure to use state-of-the-art practices deserve careful consideration. With the 
Institute of Medicine goal to have 90% of clinical decisions based on evidence by 2020, a different 
approach may be in order (McClellan, McGinnis, Nabel, & Olsen, 2007). Further, the leadership 
role in the facilitation and translation of evidence is to more actively and assertively ensure that 
contemporary evidence is considered and integrated to achieve optimal outcomes.
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A Very Complex System
Th ere are other healthcare challenges that could be added to this list; however, these 
issues describe the major problems emanating from the complexity of the healthcare 
system and serve as the foundation for the creation of a contemporary healthcare 
valuation model. In this section, a discussion of the phenomena of complex systems—
connectedness, interdependence, and emergence—is provided to further inform the 
new valuation model. 

Complexity science rejects the belief that systems and processes are like machines 
with parts that can be separated, analyzed, and modifi ed or replaced. All healthcare 
organizations are complex and evolving social systems with innumerable behaviors, 
not mechanical assembly-line models. Th e realities of complexity are evident in nearly 
every aspect of the healthcare system and can better inform how healthcare value can be 
determined and documented more eff ectively. What is not evident or understandable is 
the continuing reliance on mechanistic models of thinking and measurement; thus, these 
principles are discussed as impetus to rethink the current model. 

Connectivity and Interdependence

In complex systems, all things intersect and interact with each other and necessarily 
provide the energy to sustain and enhance the life of the system. No person, event, or 
process is ever fully isolated or immune from infl uences of other persons, events, or 
processes. Intuitively and intellectually, leaders recognize this reality, yet they oper-
ate on the premise that events and individuals are isolated and processes are linear. 
Table 3-1 includes a description of complexity principles and the implications for 
healthcare measurement. 

Th e implications for the healthcare system are signifi cant. Connectivity means that a 
decision or action by any individual (group, organization, institution, or human system) 
aff ects other individuals and systems. Th at eff ect may not have equal or uniform impact 
and will vary with the “state” of each related individual and system at the time. Th e con-
nections or relationships between events provide the essential information to create an 
accurate representation of what needs to be considered for valuation. Documenting and 
determining value in an organization necessarily include valuing of the relationships and 
interdependencies among components in a system and the impact of those relationships 
as an essential part of the value statement. For example, the trajectory of communication 
is seldom linear or unidirectional. Communication may emanate from one individual 
and ultimately connect to numerous other individuals. Th e interactions and interdepen-
dencies in the worlds of patients, families, visitors, and healthcare professionals result in 
innumerable communication pathways and variables. 

Beyond simple connectivity of elements of a system, relationships and dependence 
among elements quickly emerge as entities collaborate and support each other. Th is inter-
dependence occurs among individuals within a system and between systems. Individual 
components in a process or system are not independent of other factors of the environ-
ment, technology, or political infl uence. Interdependence assumes mutual reliance on 
individuals and entities of a system. Th e behaviors and systems in which health care 
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Group Discussion
Emergence and the Electronic Health Record
From the implementation of the electronic medical record, new challenges and 
opportunities emerge. Brainstorm with your team members a list of positive emer-
gent events and negative emergent events.
• Were these events anticipated?
• What is the cost of the events?
•  Finally, create a mind map of all of the emergent events that occurred to further 

illuminate the concepts of connectivity and interdependence.

occurs are multidimensional with multiple dimensions interacting and infl uencing each 
other. Th e social, cultural, technical, economic, and global dimensions continually inter-
act and intertwine in the creation of healthcare outcomes. 

Emergence

In a complex and highly interconnected system, the future is rarely known and only 
somewhat predictable. Beyond our connections and interdependencies, systems off er us 
the possibility of becoming something diff erent: the possibility to emerge into entirely new 
ways of being. Emergence or the evolution of new behaviors, relationships, processes, and 
products is the result of our interdependencies. Th is reality requires recognition of these 
phenomena and accounting for the management of the uncertainty or essential course cor-
rections that must continually occur. Emergence 
is evident in the basic nature of patient care. To 
illustrate further, patient care is oft en guided 
by standards of care and algorithms for evi-
dence-driven practices; however, despite the best 
map for care, the actual care is determined when 
all of the information and conditions connect. In 
essence, patient care is underdetermined until the 
situation is at hand and the caregiver and patient 
are engaged. Th e time of day, presence of family, 
mental and emotional status of the patient, and 
level of pain all converge to determine what and 
how care will actually happen. 

Although glaringly obvious, these fundamen-
tal characteristics of our healthcare systems are 
not central to mainstream business manage-
ment and leadership, where the focus is largely 
on measuring and controlling certain system 
components, discrete fi nancial indicators, and 
specifi c performance goals. 

Key Point
We witness emergence any time 
individuals come together and 
accomplish more than what was 
thought possible. The collective 
wisdom and creativity of individuals 
seldom disappoint us.

Key Point
No metric, such as hours per patient 
day (HPPD) or salary expense, should 
ever stand alone. Each metric has an 
important and essential story that 
cannot be isolated and considered as 
representative of work.
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Th e driving assumptions for a new model focus on addressing current issues and 
recognizing the complexity of the work and expectations for ongoing evolution and 
course corrections as the future unfolds. Quantum leaders can now guide their organi-
zations in the development of more robust models for the valuation of health care. Th e 
goal is to measure the reality as completely and accurately as possible. A new model for 
healthcare valuation must necessarily serve to document traditional fi nancial data as 
well as the value of teamwork, patient provider engagement, and the degree of evidence 
integration. 

New Healthcare Valuation Model
Given the complex nature of the healthcare experience, traditional metrics viewed 
in isolation are limiting and short sighted for effective decision making in health 
care. Financial metrics should be the beginning and not the end for measurement 
of healthcare effectiveness. Evaluation should occur in light of multiple, intercon-
nected variables rather than a single traditional financial metric. Multiple metrics 
and information are needed specific to the achievement of goals and patient experi-
ences as well as financial resources in the determination of healthcare value (Gold, 
Helms, & Guterman, 2011). No metric should ever stand alone for decision making 
without a supporting story. The following strategies are presented to begin the value 
transformation.

Strategy 1: Document the Story

A healthcare system driven by cure of disease, promotion of health, and preven-
tion of disease is not sustainable if the context is not considered in every step of the 
process and evaluation. Anderson and McDaniel (2000) caution against assuming 
that practices that work well in one place can simply be transplanted elsewhere. 
This logic, though alluring, ignores the fact that even systems that appear analogous 
often have underlying differences. Kiel (1994) offers a similar assessment, noting 

Group Discussion
Create a story or narrative that identifi es connections, interdependencies, 
 accountability, evidence, and evolving conditions. Describe both the realized past 
scenario and the desired future(s). Narratives include the individuals, their roles 
and motives, relationships between the individuals, the activities, and the potential 
outcomes. Th e narrative of what actually occurred serves to document the con-
nections, interdependencies, and emerging events. Th e desired narrative serves to 
document how patient needs are evolving, which new provider services are being 
off ered, and the challenges occurring in the environment.
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that “two systems with very similar starting points may evolve along very differ-
ent trajectories” (p. 5). This is not to say that healthcare quality’s current emphasis 
on transplanting best practices is ill placed, but rather that common sense, f lexi-
bility, and a smattering of creativity must accompany the introduction of any new 
practice into an organization. Fraser and Greenhalgh (2001) recommend nonlinear 
approaches such as storytelling, case studies, role-playing, and simulations to illicit 
the essence of complex situations. An insightful leader encourages his or her or-
ganization to consider how the organization’s unique norms, histories, values, and 
processes may impede or facilitate adoption of guidelines, recommendations, and 
other improvement strategies. 

Consider the ever present expectation to increase profi tability (see the following 
Group Discussion). A long-held assumption is that the profi t margin can be controlled 
by clearly defi ned and discrete actions or individuals. Mandating a change in fi nan-
cial processes or expenditures is believed to be the requisite for success. Th e reality is 
that the profi t margin is aff ected by many unknown and evolving infl uences and is 
connected to and intertwined with nearly every variable within the healthcare system. 
Th e traditional model with its well-intentioned steps to cut expenses at believed inter-
vention points requires serious reconsideration. Consider the following two scenarios 
in which two approaches were used: (1) the traditional mandate for expense reductions 
(Story A) and (2) the more contemporary shared leadership approach to increasing 
revenues (Story B). Th e process focus begins with decreasing expenses by selected 
percentages. However, the trajectory and interdependence of the impact of this action 
are seldom articulated. A decrease in labor hours aff ects far more than the individual 
whose hours are reduced.

Th e outcomes from the Group Discussion of Story A and Story B are successful from 
the perspective of the target goal; however, the connecting variables were aff ected quite 
diff erently. In Story A, the eff ect on staff  and patient satisfaction was decidedly negative. 
Patient safety and quality were also negatively aff ected, as was long-term  caregiver turn-
over. Th e results in Story B are quite diff erent. Th is approach sought to engage  caregivers 
and support staff  in addressing the challenge to increase the profi t margin. Not only 
did the revenues increase with minimal increases in expenses, but the approach also 
increased caregiver satisfaction and long-term tenure. No negative impacts on patient 
satisfaction were identifi ed. 

The challenges of measuring health care are the result of the limitations of tradi-
tional analyses and measurement tools as well as many firmly entrenched practices 
believed acceptable. 

Rarely, if ever, can a single metric such as net income or profi t margin refl ect the 
totality and reality of the situation, namely, an eff ective healthcare system. A profi table 
enterprise may in fact have delivered substandard care, alienated caregivers, and created 
negative relationships within the community. Traditional measurement approaches, 
though vital, do not hold all the answers. Most measures are limiting and may be decep-
tive because of the hidden variables contributing to the single metric. Antecedent and 
concurrent events aff ect outcomes in multiple ways. 
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Group Discussion
A 15 percent increase in profi tability was the target for two facilities in a large 
healthcare system. Both facilities achieved the goal.

Story A.
To achieve this increase in profi tability, the facility implemented an initiative to 
decrease expenses beginning with labor hours. All staff  hours were decreased by 
20 percent to achieve the desired increase in profi tability. To achieve the decrease 
in labor hours, nurses increased the number of patients cared for, decreased hourly 
rounds to twice a shift , and decreased discussion of medications with patients 
during medication administration. As a result, patient satisfaction decreased spe-
cifi c to response time to call lights, understanding of medications decreased, and 
the number of falls with injury increased. Further, nurse turnover increased and 
job satisfaction decreased.

Story B.
To achieve the increase in profi tability, the facility engaged the shared leadership 
councils to develop innovative ways to increase revenue. Th ree creative online 
projects were developed to package the facility’s unique clinical standards and 
practices for clinical simulation, technology adoption, and transplant services to 
other organizations. Marketing staff  assisted with both national and international 
advertising for Asia, Japan, and Australia. A total of 160 staff  hours were required 
to create the new revenue center and begin generating revenue. Specifi c metrics 
that were aff ected include caregiver satisfaction, labor hours for creation of the new 
center, and Internet support for the service.

Measurement Category Story A Story B

Revenue Unchanged 3%

Expenses 15% 0.5%

Labor hours 15% 0.5%

Nurse-to-patient ratio 25% Unchanged

Patient satisfaction with response for call 
light

10% Unchanged

Patient satisfaction with education 
regarding medications

15% Unchanged

Patient falls 15% (2 falls 
with injury

Unchanged

Caregiver satisfaction and perceptions of 
quality patient care

20% 5%

Caregiver perceptions of involvement in 
decision making

15% 10%

Caregiver turnover 7% 5%
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Strategy 2: Extend Traditional Tools to Manage and Oversee Complexity

In light of the limitations of traditional fi nancial measurement methodologies, quan-
tum leaders need to explore and develop new tools to illuminate connectedness, 
interdependence, and emergence as the means to better understand system complex-
ities and nuances. Oft en, leaders wonder if new roles or support staff  are needed to 
advance this measurement and data analysis work. Some organizations have created 
Chief Data Offi  cer (CDO) positions to assist with this work. What is especially im-
portant is for leaders to focus on the work to be done rather than the title of a position. 
Managing and analyzing large data sets are an emerging discipline and require 
high-level analytical competencies (Mauboussin, 2012; McAfee & Brynjolfsson, 2012; 
Th urston, 2012).

Moving beyond the emphasis on the selection of appropriate quantitative variables for 
value determination such as net profi t, revenues, expenses, and return on investment is 
the beginning. Th is is not to say that these metrics are not important; rather, they are incom-
plete when disconnected from the totality of the variables representing the healthcare 
situation. Complex quality problems within complex systems rarely have one root cause 
or a single solution. Tools and methods that identify multiple aspects and relationships 
are needed for complex valuation. Although it is impossible to predict the unpredictable 

Group Discussion
A Clock-Out Survey?
Very specific information from caregivers can be obtained at the end of the 
shift. In light of the increasing computerization resources associated with 
time and attendance systems, discuss the value of a quick yes/no survey from 
every caregiver at the time of clock out. The questions, limited to three or 
four, could be:

1. I provided quality patient care today.
2. My team worked well together.
3. I had the supplies I needed to do my work well and in a timely manner.

Group Discussion
Consider the persistent and unresolved issue of patient medical errors. An orga-
nization may monitor medication error data over time, using measurement tools 
such as run charts and control charts. Unfortunately, these tools do not include 
the antecedents and concurrent events that infl uence the outcomes on the run or 
control chart. Use a mind map to describe and display the same situation. What 
are the advantages and disadvantages of each tool?
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and to design solutions for every potential scenario, three contemporary tools provide 
new insight into valuation: mind maps, the geographical information system (GIS), and 
scenario planning. 

Mind Mapping 
Th e mind map tool has become a powerful vehicle for collecting, organizing, and synthe-
sizing large amounts of information. Although initially developed by Tony Buzan (Buzan 
& Buzan, 1993) to improve memory of content, his brother Barry integrated the creativity 
aspect of the tool, thus creating an incredibly robust method for increasing understand-
ing of complex phenomena. Th e use of diagrams, shapes, and colors provides individuals 
with the means to expand and explore ideas, creating linkages between elements while 
maintaining focus on the central theme. Th e mind map is a very useful tool for doc-
umenting connectivity, interdependencies, and emerging phenomena in health care. 
When a particular healthcare scenario is mapped, the identifi ed elements, linkages, and 
pathways become the essential elements for consideration in valuing health care more 
accurately and completely. 

GIS Model 
A geographical interface system integrates hardware, soft ware, and data as the means 
to capture, manage, analyze, and display multiple forms of geographic reference 

Key Point
Measurement Missteps

•  Measuring against yourself: Both internal and external benchmarks are important to recognize 
available resources and the potential in the industry.

•  Looking backward: Historical performance occurred under a different set of circumstances, for 
example, patient types, caregiver skills, physical settings, regulations.

•  Putting your faith in numbers: Return on investment is only one of the variables for evaluation; 
cost-effectiveness, cost utility, and so forth add information to the analysis. Further, the story 
associated with the numbers is of equal importance.

•  Gaming your metrics: Some metrics result in users “manipulating” numbers to meet targets. 
Moving expenses to different categories to avoid inclusion defeats the purpose.

•  Sticking to your numbers too long: Metrics can lose their essence as the business evolves. 
The use of hours per patient day has long been seen as an incomplete metric given that the 
associated costs of support staff, education time, and patient engagement are not included in 
this metric.

•  Not enough metrics: Single-minded metrics can lead to focusing on the wrong priorities.
•  Focusing on inputs over outcomes: Although the processes and inputs of work are important, 

the results or outcomes are the real measure of organizational success.

Adapted from: Anthony, S. D., Johnson, M. W., Sinfi eld, J. V., & Altman, E. J. (2008). Innovator’s guide to growth: 

Putting disruptive innovation to work. Boston, MA: Harvard Business Press.
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information (Bolsted, 2005). Th e unique feature of this model is the display of multi-
dimensional, multilayered aspects of complex situations. Th is approach provides for 
unique views of complex situations as the means to question, interpret, and better under-
stand the phenomenon of interest. In addition, this model provides a means to solve 
problems by looking at data in a way that is quickly understood. Th e utility of GIS in 
healthcare analyses is that perspectives from point of care, local communities, regional 
areas, and national impact can be viewed and analyzed quickly and expertly. 

Scenario Planning 
Scenario planning is the third tool that provides a unique way to capture the essential 
elements for valuing healthcare situations. Scenario planning is especially useful in 
creating capacity for the unknown future. Participants in a workgroup are challenged 
to think more broadly and more creatively in addressing an unknown or extremely 
outrageous problem. The purpose is to move out of traditional thinking patterns 
and develop creative solutions not previously considered. This information now 
becomes available to teams as they confront uncertainty and embark on course cor-
rections. The outrageous scenarios provide background ideas and potential solutions 
for consideration. 

Strategy 3: Quantify the Value of Teamwork

It is no secret that expertly functioning teams are more likely to achieve excellent results 
and have minimal or no errors as a result of their eff ective collaboration. Th e fi nancial value 
of expert teamwork and the cost of poorly functioning teams are not traditionally integrated 
into value formulations. Teamwork across disciplines is critical and at the same time very 
diffi  cult to monitor and quantify. Th e increasingly complex nature of health care and the 
complex issues that caregivers face require a unique balance of responsibility and freedom 
to do the right work. Th e conditions for teamwork where issues are complex—namely, 
an environment that supports involvement in decision making, professional autonomy, 
and creativity in ensuring achievement of patient goals—are supporting variables that are 
linked to positive patient outcomes. 

Measurement strategies to identify levels or degrees of teamwork contributing to 
patient care processes and outcomes begin with qualitative assessments, quantifi cation 
of the specifi c cost of labor hours associated with the identifi ed work, and examination 
of outcomes. Th e unit of analysis best begins with 
the shift  of work or the patient event. Exhibit 3-1 
identifi es the group of metrics that integrates expert 
functioning teamwork. Once the variables are 
identifi ed, comparisons can be made to identify best 
practices among optimally functioning teams. 

Strategy 4: Focus on Engagement of Providers 
and Patients

Th e need for full engagement of patient and provider 
has never been more important as the resources for 

1. Hours of work
2. Skill mix
3. Levels of education of members
4. Years of experience of members
5. Overtime hours
6. Patient complaints
7. Patient satisfaction
8. Caregiver feedback
9. Negative patient outcomes

 Exhibit 3-1 Measures of Teamwork
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health care become scarcer. Creating and supporting accountability for evidence-driven 
interventions and patient behaviors that support healing and healthy behaviors can be 
some of the most cost-eff ective behaviors in this time of resource crises. Th e coordina-
tion of care processes, collaborative care planning that fully engages patients and their 
families to commit to healthy behaviors, and following agreed-to evidence-driven plans 
require skilled dialogue that creates both accountability for progress and sharing of infor-
mation when plans are not working. Th e relationship between patients and caregivers is 
best supported with integrated, computerized electronic record keeping that can be accessed 
by both patient and caregivers. It is no longer acceptable for records to be provider con-
tained and not accessible by patients. 

Group Discussion
System components depend on each other for their success. For example, a 
nurse depends on the presence of patients to provide care, a place to provide 
that care, supplies, medication, and support staff . For the care of your assigned 
patients for one shift , create a mind map that identifi es the components  
required for patient care, the sequence of events, and the factors aff ecting 
 patient outcomes.

• How many relationships did you identify?
• Which elements are working well together?
• Are there areas of congestion or dysfunction that are not working?

Group Discussion
When organizations are attempting to empower staff  and the point of service, the 
hard part is not getting caregivers engaged. Th e hard part is that the senior people 
get scared. It is usually the senior leaders who pull the rug out with the belief that 
the work is disturbing the system, not directing it. Th e lack of clear knowledge of 
what the outcomes are going to be is unacceptable and a threat to patient safety. 
To prevent a premature death of point-of-care creativity and innovation work, it 
is important to communicate regularly, understand the complexity system mental 
model, and realize the need for continuing growth.

Consider a unit in your organization that has many opportunities for im-
provement. Design a plan to empower staff  to identify the issues, prioritize the 
challenges, select the tools of innovation to address issues, communicate progress 
to key stakeholders, and evaluate progress.
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Strategy 5: Begin Locally with Change 

Changing a long-standing culture of single fi nancial measurements requires courage, 
persistence, and a plan that begins at the point of service, not in the boardroom. Kiel 
(1994) noted quite some time ago that oft en the best results come not from large-scale 
eff orts, but from small, well-focused actions. Given the challenges at the unit level specifi c 
to medication administration, safe environments, teamwork, nurse–physician collabo-
ration, and retention of competent staff , the opportunities are available for unit-driven 
activities to begin the processes working from the inside out. 

Th e work of leadership is not to direct this work; rather, it is to empower staff  at the 
point of care to be aware of the challenges and expect staff  to use the tools of innova-
tion to create better processes and outcomes. Leaders need to provide the infrastructure 
specifi c to time, role expectations, and resources to test new models. It is especially 
diffi  cult for senior leaders to let go and empower direct caregivers to operate within loose 
boundaries and be creative in fi nding better solutions. Indeed, this is refl ective of the 
transformation of cultures from a controlling, mechanical model to a shared leadership 
model that embraces the complex nature of human systems. 
Strategy 6: Plan and Budget for Course Correction Work

In light of the reality of complex systems interactions and uncertainty, the work of course 
corrections must become recognized as normative and part of the work of adapting and 
growing; thus, mechanisms and measures for this work need to be included in the bud-
geting process. Specifi cally, it is important to at least determine a percentage of resources 
that will be needed for course correction. Developing expertise in quantifying course 
correction resources requires creativity and persistence. Beginning with comparisons of 
planned work and actual work is the optimal starting point. Using the pre- and post-
analysis of events, or the variance data, becomes informative for more accurate resource 
planning. To be sure, no leader ever believes that 100% of work will be perfect and not 
need revisions or modifi cations to achieve goals. Th e work for each organization is to 
determine a percentage of resources that needs to be allocated for course corrections. 
Strategy 7: Create the Business Case for the Healthcare
Story and Course Corrections

Building the business case for new work is essential. Although there is not experience 
or history to rely on, there is an expectation for certain processes, certain outcomes, 
and the expected value to be achieved (Business link, 2005). This information needs 
to be systematically collected and integrated into a plan that serves as the road map 
for managing new ideas. 

Th e following steps are essential components of the innovation business case: 

 1. Create the narrative for the product or service. 
 2. Identify the goal or purpose of the product or service. Include the relationship 

to mission-driven and fi nancial goals, patient care quality, and patient safety.
 3. Determine projected costs, course correction costs, and excluded costs. Be sure 

to include the rationale for each category, namely, why costs were included or 
excluded. 

115

 New Healthcare Valuation Model

9781284034288_CH03.indd Page 115  06/03/14  5:18 PM user-f467 9781284034288_CH03.indd Page 115  06/03/14  5:18 PM user-f467 /203/JB00102/work/indd/203/JB00102/work/indd

© Jones & Bartlett Learning, LLC.  NOT FOR SALE OR DISTRIBUTION.

© Jones & Bartlett Learning, LLC
NOT FOR SALE OR DISTRIBUTION

© Jones & Bartlett Learning, LLC
NOT FOR SALE OR DISTRIBUTION

© Jones & Bartlett Learning, LLC
NOT FOR SALE OR DISTRIBUTION

© Jones & Bartlett Learning, LLC
NOT FOR SALE OR DISTRIBUTION

© Jones & Bartlett Learning, LLC
NOT FOR SALE OR DISTRIBUTION

© Jones & Bartlett Learning, LLC
NOT FOR SALE OR DISTRIBUTION

© Jones & Bartlett Learning, LLC
NOT FOR SALE OR DISTRIBUTION

© Jones & Bartlett Learning, LLC
NOT FOR SALE OR DISTRIBUTION

© Jones & Bartlett Learning, LLC
NOT FOR SALE OR DISTRIBUTION

© Jones & Bartlett Learning, LLC
NOT FOR SALE OR DISTRIBUTION

© Jones & Bartlett Learning, LLC
NOT FOR SALE OR DISTRIBUTION

© Jones & Bartlett Learning, LLC
NOT FOR SALE OR DISTRIBUTION

© Jones & Bartlett Learning, LLC
NOT FOR SALE OR DISTRIBUTION

© Jones & Bartlett Learning, LLC
NOT FOR SALE OR DISTRIBUTION

© Jones & Bartlett Learning, LLC
NOT FOR SALE OR DISTRIBUTION

© Jones & Bartlett Learning, LLC
NOT FOR SALE OR DISTRIBUTION

© Jones & Bartlett Learning, LLC
NOT FOR SALE OR DISTRIBUTION

© Jones & Bartlett Learning, LLC
NOT FOR SALE OR DISTRIBUTION

© Jones & Bartlett Learning, LLC
NOT FOR SALE OR DISTRIBUTION

© Jones & Bartlett Learning, LLC
NOT FOR SALE OR DISTRIBUTION



 4. Project benefi ts for this work. Examples include meeting quality and safety 
goals, increasing profi tability, and enhancing the organization’s reputation.

 5. Target levels of performance goals. Ideally, the goals should be 100% 
satisfaction and zero errors. 

 6. Anticipate profi t or loss.
 7. Nonfi nancial benefi ts are expected. Th is includes information related to ambiguous 

evidence or evidence that has not traditionally been quantifi ed such as degrees of 
patient–caregiver engagement, eff ect on reputation, or recruitment potential. 

 8. Determine key stakeholders, namely, those individuals who have a signifi cant 
infl uence on success of this work.

 9. Anticipate risks and plan to mediate risks or unexpected results.
10. Create an overall summary of long-term and short-term value to the 

organization and community.

Th e following exemplar is provided to share the creation of a business case for the health-
care story. Each leader and organization has diff erent experiences and information that 
can further enhance this important work. A story from a very satisfi ed patient serves as 
the foundation for determination of value. 

 1. Th e healthcare story: My neighbor’s mother died recently and left  this story in 
her will with directions to donate a specifi ed amount to the healthcare system. 

  My last year of life has been blessed with incredible support from the 
healthcare system for my aging body and the realities of the end of life. During 
this time, my hypertension, diabetes, and irregular heart rhythm required routine 
monitoring and evaluation. My chronic constipation has been a problem for 
years; however, I am willing to live with it with the occasional oral remedies to 
manage it. I never felt like I was overtreated or asked to have tests or studies that 
I did not understand or for which there was an expectation that a positive change 
could be made. My healthcare providers and coaches, Dr. Karen (physician), Dr. 
Michael (nurse practitioner), and Mary (offi  ce receptionist), consistently assured 
me that my records were complete and shared appropriately with other providers 
as needed. Getting an appointment with my providers was handled effi  ciently 
and eff ectively—I never waited when I thought I needed to be seen—or at least 
got a call from Karen or Michael to discuss my questions and concerns. 

  One short episode in the hospital was incredible—my blood sugars were out 
of control and the members of the healthcare team quickly reviewed my records 
and worked diligently to stabilize me. Th ere was very little paperwork and 
interviewing—the only questions were about updates and new events in my life. 
I felt like I was one very special person and recovered quickly and went home 
within two days. I am now able to read again, watch TV, and walk to the mailbox. 
I am thrilled to be able to do these things without shortness of breath or anxiety. 

  Charges, billing, and payment for my care were always clear. Before I left  
the offi  ce or hospital, my bill was presented and the exact amount Medicare 
would cover was identifi ed as well as the amount I would need to pay. I 
never received bills for things I had not been advised about. 
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  I know this is special health care because my neighbor didn’t have the 
same experiences that I did. She, too, had many illnesses associated with 
aging. She was seldom able to get an appointment with her provider in less 
than a month. She went to the emergency department several times last 
year for things that she was waiting to see the provider about. In addition, 
she had two colonoscopies in the last two years—she didn’t know why but 
thought it had something to do with her constipation.

  Th e metrics or measures for this story off er the beginnings of a new mental 
model for health care: Begin with a successful story and identify the associated 
metrics to support similar care. In this story, metrics are extracted to identify 
the meaningful variables that are not oft en identifi ed with traditional 
measurement approaches. Th ese metrics contribute to the business case for 
complex patient care and provide for a more complete measurement picture of 
the healthcare experience. 

  Within this story, there is an incredible amount of information that can serve to 
illuminate new strategies for healthcare measurement. Multiple categories of value 
that refl ect traditional metrics and those refl ecting the complexities of health care 
are embedded in the story. Th e following can be learned from this story: 
• Patients can be realistic and do not want every symptom managed aggressively. Living with 

chronic constipation, although uncomfortable, is tolerable for many individuals. Th ey are 
not looking for the miracle cure (or multiple colonoscopies) to a chronic problem.

• Understand and integrate the patient values; age does matter. 
• A complete and integrated patient medical record reduces redundancy and the 

chance for errors. 
• Access to care providers in a timely manner is important because it can avoid 

unnecessary stress for the patient and unneeded visits to the emergency department.
• Teamwork and communication make a positive diff erence. 
• Clarity and communication of charges and patient accountability for co-pays are 

essential parts of the service of health care that needs to be addressed along with the 
service rather than months aft er the event.

• Single-source billing is possible. It’s like a Visa bill: all charges on one simple statement.

2. Goals and purpose of this story: Th e expectations from this story are multifocal 
and relate to the patient, the caregivers, and the organization. Examples of 
expectations are as follows: 
• Integrated and accessible medical record available 24/7 to enable communication 

among providers and caregivers specifi c to patient’s multiple diagnoses of 
hypertension, diabetes, and heart disease.

• No redundancy of services or requests for information already provided.
• Access to providers and feedback within 24 hours. Providers are accessible for 

unanticipated needs as well as every 3 months for monitoring of diabetes and 
hypertension. No visits to the emergency room.

• Respectful and meaningful relationships with providers. Patient is elderly, hard of 
hearing, and has some vision impairment. Decisions for care are made by the patient 
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with full information from providers and supporting evidence. Patient does not want 
unnecessary diagnostic testing or medications unless they will support or enhance 
current quality of life.

• Personal level of independence and functionality includes limited ambulation with a 
cane and limited driving to church, bank, and grocery story. 

• Payment and billing of healthcare services are fully understood at the time of 
treatment. At the time of service, all charges and costs to the patient are known and 
discussed. Th ere are no unanticipated charges to the payer or the patient.

3. Cost of care is identifi ed as offi  ce visits, medications, blood glucose monitoring 
equipment, and +10% allocations for course corrections should the patient 
need to visit the emergency room. 

4. Th e benefi ts of this coordinated and respectful plan of care include sustained 
quality of life for the patient, a high degree of patient satisfaction, and a 
positive community reputation for the healthcare system. 

5. Anticipated levels of performance are 100% patient satisfaction and zero 
medical errors. Also, zero visits to the emergency room are the goal. 

6. Th e anticipated profi t for these services is 2%.
7. Th e stakeholders include the patient, providers, offi  ce staff , and the local pharmacy. 
8. Th e anticipated risks in this plan are the potential emergency room visits for 

unexpected emergencies or unavailability of offi  ce staff . 
9. Th e short-term and long-term benefi ts of this model of patient care include 

health maintenance and functionality for the patient, fi nancial viability of the 
organization, and a positive community reputation for the organization as a 
resource for quality healthcare services.

Case Study 3-1

Are We a System or a Confederation of Hospitals?

Pacifi c Grove Healthcare System comprises six community hospitals located in a 100-
mile radius, two major integrated physician organizations (IPOs), a healthcare plan, a 
hospice and home health service, and a freestanding rehabilitation center. Th e corporate 
executives have recently hired a chief nursing executive (CNE) to simplify the report-
ing structure for all of the CNOs at each hospital and IPO. Th e new CNE has a PhD in 
nursing and is nationally recognized for his success in developing integrated systems 
for health care. Th e new CNE has just completed a 10-year engagement at another large 
healthcare system that made dramatic changes in nursing services resulting in a sys-
tem-wide Magnet designation by the American Nurses Credentialing Center (ANCC). 
Th e CNE has published many papers and spoken at national conferences about the chal-
lenges and successes of integrating nursing services across a multihospital system.

One of the fi rst changes that the CNE made was to develop a new structure for nursing 
services that included several system-wide councils for (1) operations, (2) research and 
innovation, (3) professional development and scholarship, and (4) clinical excellence. 
Th e CNE announced that the intent and purpose of these system-wide councils were 
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to facilitate planning, implementation of programs and services, and evaluation of the 
eff ectiveness of nursing services across the system. Th e CNE emphasized the importance 
and value of creating the system-wide councils and the need to lead the system eff ort and 
let go of the traditional unilateral decision making by inviting others in the organization 
to participate in decisions that aff ected patient care and nursing practice.

At fi rst the CNOs at each hospital resisted reporting to the system CNE and the expan-
sion of membership on the various system councils to individuals other than the CNOs. 
Th ey viewed this structure change as marginalization of their roles and power structure. 
Th e CNE met with them individually and as a group in a planning retreat to address 
their concerns and shared stories and case studies from his previous organization that 
illustrated the benefi ts and outcomes of integrating nursing across the system. As a group 
they developed a list of attributes that they believed essential for a fully functioning sys-
tem and the strategic actions that would need to take place before nursing in the system 
could be completely integrated. Th ey also discussed the benefi ts and barriers to system 
work. Th e CNE led them through a mind mapping experience to expand their thinking 
about the challenges and opportunities in leading system work. From the mind map 
bubbles, the CNOs explored scenarios that would illustrate some of the situations that 
they might be facing in the future. Th e group discussed possible leaders and the member-
ship for each of the councils and decided to invite some of the top leaders in each of the 
hospitals’ Magnet council structure to participate in the system-wide councils.

To facilitate the eff ectiveness of this change, the CNE also engaged the services of an 
academic partner from one of the local universities to facilitate a professional develop-
ment curriculum focused on leading group meetings, building consensus, managing 
confl ict, managing change, fi nancial planning and management, and system integra-
tion. Once the membership was decided and the leadership selected for each of the 
system-wide councils, each of the members was invited to participate in the learning 
experiences to build their skills and competencies in system work.

Th e CNE invited all of the system council members and the CNOs to participate in a 
retreat where he presented his vision for an integrated nursing service line across all system 
entities. He shared that “success” would have many defi nitions, but one measure of success 
would be system-wide Magnet designation. He presented the characteristics of a high- 
performing system with examples of cost savings, fi nancial gains, and program and service 
expansions from other system organizations that had achieved integration of patient care and 
nursing services across their systems. He outlined several measures that would guide the eval-
uation of their work including fi nancial, quality, satisfaction, work environment, and patient 
outcome metrics. He indicated that each hospital would continue to report their individual 
progress on these metrics, but the aggregate of all of the system entities was a better measure 
of system performance. Each of them would also be evaluated on system metrics in addition 
to their individual entity goals. Each of the councils would include clinical nurses who were 
active in their unit practice councils and their entity’s collaborative governance councils. 

Bolstering his vision for integrated patient care and nursing services, the CNE men-
tioned several business partners whose companies were interested in funding and 
involvement in the Research and Innovation Council, which was a tremendous opportu-
nity to expand patient care and nursing research eff orts. Academic partners representing 
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the local colleges would also participate in the Professional Development and Scholarship 
Council in an eff ort to provide additional opportunities and resources to advance the 
education level and leadership skills of clinical nurses and frontline managers. It was also 
suggested that patient representatives be selected to participate in the Clinical Excellence 
Council to ensure that the “voice of the customer” was heard as a focus area for planning. 
Clinical nurses and interprofessional partners would be invited to participate on the 
Operations Council to integrate eff orts of nursing and other professional providers.

At the end of the planning retreats, the CNOs and others who had participated were 
excited but a bit overwhelmed at the layers of change that were planned for each of their 
entities and for the entire system for patient care and nursing services. Some had doubts 
about the value of such a change, but most trusted that the new CNE would be able to 
direct and facilitate such a change because of his experience and reputation for accom-
plishing a similar process in another organization. Most were eager and pleased to be 
empowered to participate in such a loft y goal of integrating nursing services across the 
entire organization.

Questions

1. What is your impression of the new CNE’s plans for a layered change process to 
integrate patient care and nursing services across the healthcare system?

2. What barriers do you think will challenge the eff orts toward system integration?
3. How do you think that the CNE can ensure accountability of his CNOs to 

support such change and promote systemness in their own organization as 
opposed to promoting their own entity’s interests?

4. What other metrics or measures would you recommend to assess the success of 
the integration process?

5. Describe the attributes that you think would be essential for a fully integrated 
nursing system.

6. To achieve the attributes that you outlined in question 5, what developmental 
elements would be needed to achieve an integrated nursing system?

Case Study 3-2

It’s That Time of the Year Again!

“Good grief, it’s that time of year again!” Th is seemed to be the mantra of the entire 
group of nurse directors at St. Th omas Hospital as budget season approached. Th ere 
seemed to be a spirit of quiet anticipation and resignation to the fact that each of them 
would be spending the next 6 weeks reviewing operational and fi nancial data, planning 
unit budgets, negotiating for changes in fi nancial and productivity targets based on last 
year’s information, and presenting the fi nal budget to their direct reports once they were 
approved by the fi nance department. Th ere never seemed to be enough fi nancial resourc-
es to support all of the proposed initiatives, planned volume for the future, and changes 
that seemed essential, causing great confl ict among the various layers of management 
in the organization as they competed for a greater “piece of the pie” for their respective 
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departments. Th e fi nance department disseminated the budget forms and the operational 
and productivity data trended over the past 3 years. 

Irene, one of the department directors commented, “It’s like planning the future 
looking in the rearview mirror!” Irene was particularly sensitive to using the past data for 
staffi  ng projections because her department had experienced signifi cant changes aff ecting 
staffi  ng, productivity, and expenses. Th e entire department had moved into a new build-
ing with a completely diff erent confi guration of the nursing units, all private rooms, and 
centralized nursing station that increased distances that nurses had to walk when pro-
viding patient care and retrieving supplies and equipment. Th e new unit confi guration 
completely changed the way that nurses practiced, making the past 3 years of data inef-
fective for planning the future. Irene realized that she would have diffi  culty convincing 
the CFO of this fact because the goal of the hospital was to have a budget-neutral plan for 
the next year to accommodate major changes in reimbursement methodologies proposed 
by the new Aff ordable Care Act. It had been clearly announced that none of the depart-
ments would receive more money for staffi  ng than they had been allocated in the past, 
making Irene a bit nervous about how she would justify the need for additional dollars 
needed because of the unit confi guration change in the new building.

To prepare her case for presentation to the CFO, Irene benchmarked her units with 
other hospitals of similar size, complexity, and confi guration. She had asked the archi-
tectural fi rm that designed the new unit for names of other hospitals so that she could 
interface with their nursing directors. She had many questions about how they allocated 
staffi  ng in the new confi guration and particularly with a remote centralized nursing 
station. Irene had hoped for a design that would allow for a documentation area between 
every two private rooms, locating the nurses closer to the patients, but space constraints 
prevented the achievement of this design; at least this is what Irene had been told by the 
architects and the hospital’s executive team. Now Irene was accountable to staff  the unit 
with the same resources that had been used in a more compact semiprivate confi guration 
with the same number of patient beds. Th erefore, Irene felt that it was essential that she 
gather evidence from directors at other hospitals who had also made the change to a new 
unit confi guration.

Irene also needed to add additional money for cross training the staff to the new 
computerized documentation and medication administration systems, and these ex-
penses would not have been realized in the budget snapshots for the past 3 years. It 
seemed that all of these changes not only affected the budgetary expenses, but also 
the staff morale on the unit because they were becoming “change fatigued.” Irene 
was certain that any budgetary restraints on staffing levels would tip the staff into 
becoming more negative about the organization. She did all possible to make her 
staff aware that she was advocating for their needs and included some of the clinical 
nurses in the budget planning meetings so that they could share information from 
a clinical perspective and provide input to their colleagues as well. Irene included 
representation from pharmacy, dietary, and the therapies because their workload 
had also changed with the new unit configuration. Irene’s intent was to develop a 
comprehensive proposal making the business case for her additional needs with the 
input of her interprofessional partners. Together they created a narrative that would 
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support the new budget and developed two separate budgets that would illustrate 
how the unit configuration changed the resource needs for each of their respec-
tive departments. One of the proposals ref lected the resource needs that would 
have been budgeted for the previous unit configuration and compared that with a 
second budget developed for the new unit configuration, which demonstrated the 
incremental increases resultant from changes in the physical design. Irene realized 
this was an important step in presenting her case to the CFO because patient type, 
acuity, and volume did not change appreciably over the past 3 years, but rather the 
physical design affected nursing care hours needed for the same projected volume 
and acuity.

Questions

1. If you were Irene, how would you present your business case to the CFO 
requesting additional nursing care hours and staffi  ng dollars for the new 
budget?

2. What are the benefi ts of an interprofessional approach in supporting Irene’s 
proposal to the CFO?

3. What evidence does Irene need to acquire to support her budget proposal?

Conclusion
In summary, this healthcare valuation model is innovative and requires courage to be 
tested and implemented. What is most important for the healthcare leader is the recog-
nition of the unresolved issues in our current system, the adoption of healthcare reform, 
and the ever-increasing complexity of the system. To be sure the system will not improve 
with waiting and thinking; action is required to begin remodeling and testing new ideas 
that refl ect the complexity of the healthcare system.
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Quiz Questions
Select the best answer for each of the following questions.

 1. Which of the following statements characterizes customizing measurement in 
health care? 
a. It is necessary to integrate local facility resources to identify the most accurate use of 

resources.
b. It makes it diffi cult to compare healthcare practices across the country.
c. It is irresponsible given the need to develop safe and reliable systems that can be 

replicated.
d. It is important to all leaders to be creative and support individual goals.

 2. Why does cost continue to be an issue in health care? 
a. Healthcare reform is too costly.
b. Cost shifting is a reality that legislators do not want to address.
c. The overall system is fragmented and inconsistent.
d. Most citizens do not know how much they really want to spend on healthcare services.

 3. Which of the following statements characterizes cost savings in health care?
a. Cost savings are possible if patient accountability for provider instructions is required.
b. Cost savings are diffi cult to determine in light of system complexity and current 

ineffi ciencies.
c. Cost savings are possible if patients would practice healthy behaviors.
d. Cost savings are most likely if the private sector assumed control of the healthcare 

system.

 4. Which of the following statements characterizes personal patient accountability? 
a. It is important but does not really affect the cost of health care.
b. It could signifi cantly affect the demand for services.
c. It is an untapped component of the healthcare equation for rational spending and alloca-

tion of resources.
d. It is a violation of individual rights and should not be considered in the healthcare model.

 5. Which of the following does complexity theory do?
a. Illuminates the challenges of valuation in the healthcare system
b. Introduces unnecessary information into the system
c. Is limiting in that it is not applicable to all healthcare interactions and relationships
d. Is an outdated paradigm that further complicates healthcare issues
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 6. Which of the following statements characterizes ambiguous evidence? 
a. Ambiguous evidence is a reality that should not be considered in healthcare valuation 

because of its subjectivity.
b. Ambiguous evidence provides an opportunity for manipulation of the reimbursement 

system.
c. Ambiguous evidence is a reality of the healthcare experience and system complexity that 

needs to be considered.
d. Ambiguous evidence should be discounted in fi nancial analyses.

 7. What does emergence, a reality of human relationships, require of leaders? 
a. To plan for eventual confl ict between providers and patients
b. To be sure there is a well-planned patient care plan
c. To identify the budgeting implications for unanticipated changes
d. To recognize and plan for course corrections because no plans ever emerge completely as 

planned

 8. Which of the following statements characterizes documenting the story? 
a. Documenting the story is interesting however nearly impossible to integrate into a mea-

surement system.
b. Documenting the story requires skilled clinicians to interpret the information.
c. Documenting the story is not accepted by fi nancial experts.
d. Documenting the story is a robust method to illicit as much information as possible about 

the patient care experience.

 9. Which of the following statements characterizes traditional measurement tools? 
a. They continue to be adequate for complex measurement.
b. They require supplementation with more comprehensive models of measurement.
c. They should be minimized to decrease the complexity in the current system.
d. They have some limitations; however, they are usually accepted by legislators and fi nan-

cial experts.

10. What is the business case for the healthcare story? 
a. It is another iteration of a strategic plan.
b. It requires additional resources and does not provide additional information.
c. It integrates the elements of a healthcare situation, comprehensive information, and the 

challenges of valuing new models.
d. It is an excellent model to support national healthcare reform.
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