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Definition of Strategy 
The determination of the basic long-term 
goals and objectives of an enterprise and 
the adoption of course of action and the 

allocation of resources necessary for 
carrying out those goals. 

Strategy and Structure, Chandler, 1962 



Two Major Components of Strategy 

• Formulation 
– Decisions about mission and goals 
– Activities and initiatives that will be undertaken 

• Implementation 
– Structures 
– Skills 
– Capabilities 
– Processes 

 
Strategic Alignment: Leveraging Information Technology for Transforming 
Organizations, Henderson and Venkatram, 1993. 



The Strategic Cascade 

• Formulation 
– Goal – reduce the cost of care 
– Focus – reduce inappropriate utilization of radiology 

tests 
– Tactic – implement CPOE with radiology decision 

support 
• Implementation 

– Establish a clinical committee to guide efforts to 
reduce care costs 

– Acquire a CPOE system 
– Hire a Chief Medical Information Officer to work with 

the medical staff 
 



The Business Model of Healthcare is 
Undergoing Significant Change 

• Reactive sick care to proactive management 
of health 

• Fragmented, niche care to a cross-
continuum system of care 

• Rewarded for volume to rewarded for 
quality, safety and efficiency 



Patient-centered medical home Accountable care organization 

Provider accountability 

Fee for 
service  

Pay for 
performance 

Episodic 
bundling 

Partial risk, 
shared  
savings 

Full risk 

Alternative payment models 
2016 2018 Next Gen ACO 
30% 50% 85-100% 

Medicare quality measures 
2016 2018 
85% 90% 

CMS 2015 announcements / goals 

CMS 2015 announcements / goals 

CMS’s Aggressive Payment Reform 

Presenter
Presentation Notes
kill the headerCMS announced plans to accelerate payment model reformExpand percentage of payment tied to value based initiatives85% of payments made under current FFS models to be tied to value based programs by end of 201690% by end of 2018Would emphasize growing percentages tied to programs like readmission reduction, value based purchasing and HAI/HAC reductionExpand percentage of Medicare payments to be made under alternative and population based payment models30% by end of 201650% by end of 2018CMS is convened the Health Care Payment Learning and Action Network Kickoff Network will act as advisory to CMS on payment reformSee http://www.cms.gov/Newsroom/MediaReleaseDatabase/Fact-sheets/2015-Fact-sheets-items/2015-01-26-3.html Bundles - is a rich experimentation area for CMS that may grow in significance for their strategic goals announced in January – three of the four BPCI models may use the hospital as the key organizer and all are triggered by a hospitalization but three of the models emphasize post acute and physician care after discharge as key to the overall bundled payment. All organize around clinical conditions.Reduce ffs volume for medicare beneficiariesTransform FFS into VBRCMS announced in January 2015 their strategic objectives for reducing the volume of beneficiaries in traditional Part A/B FFS in favor of alternative payment models, and to change what remains to more value based approaches.The Healthcare Payment Learning and Action Network is tasked with being the advisory process for proposing methods and sharing best practices for implementing CMS’s plans – this likely will result in expansions of demonstration projects and similar testing of such approaches in addition to expanding on use of current models.Learning & action network objectives (insert member list)…they are supposed to implement the strategies and don’t need additional statute approvalEstablish common health care quality measures across payers Reduce variation in payment methods such as beneficiary attribution, risk adjustment, and financial models Develop national standards and support flexible regional or local benchmarks Align financial incentive structures to avoid conflicts between alternative payment models and fee-for-service Effectively share payment model success stories to encourage adoption by more payers and providers Align claims data sharing processes across payers Support health systems and individual providers during transformation to alternative payment models Conduct outreach and educate consumers about quality care and value-based payment models See http://innovation.cms.gov/Files/x/HCPLANkomtgsummary.pdf    



Business Model Changes are often Consequential 



HIT is a Focus of Vigorous Investment Activity 

 

 

 



An Example of the Convergence of Business 
Model Change and IT Innovation 



IT Strategy Scope 



IT Strategy Vectors 

Applications 

Data 

Infrastructure 

IT staff 

Governance 

IT relationships 

Innovation 

Change management 

Management 

Synthesis and 

Debate 

Derived from 
organizational strategies 

Improvement of core process 
and information needs 

New information 
technologies 

Strategic Trajectory 



How Should We Support Our Disease 
Management Initiative? 

• Develop and publish best practices 
• Monitor costs, quality and care activity of a cohort 
• Guide documentation 
• Critique specific care decisions 
• Monitor and manage a specific patient 

 



Outpatient Care Process Problems 

For Every: There Appear to Be: 
1000 patients coming in for outpatient 
care 

14 patients with life threatening or 
serious ADEs 

1000 women with a marginally 
abnormal mammogram 

360 who will not receive appropriate 
follow-up care 

1000 referrals 250 referring physicians who have not 
received follow-up information four 
weeks later 

100 patients who qualified for 
secondary prevention of high 
cholesterol 

380 will not have a LDL-C, within 
three years, on record 



Telehealth Framework 

Fitness 
Tracking 

Semi-Urgent 
Consultation 

Workflow Integration 

Economic  
Value 

Remote Patient 
Monitoring 

Clinician-to-Clinician 
Consultation 

Critical Care 
(ICU, telestroke) 

Televisit (Existing 
Patient) 

Remote Interpretation 
(radiology, dermatology) 



Example Gains: Video Visits 
$1,233 

$180 

$95 

$45 

Reduces cost of encounter … and length of visit 

PCP Visit Video Visit

20 minutes 

~10 minutes 

Source: RBC, AJMC 

Presenter
Presentation Notes
For example, video visits address two important issues in healthcare: trapping low acuity care in high cost venues, and the increasing shortage of primary care physicians. First, 85% of ER visits occur because patients couldn’t wait to see their PCP, and the ACA has made ER utilization even worse. There is no reason for this to be the case when a provider is available on-demand, 24/7 from your cell phone for less than 4% of the cost.Second, there is expected to be a shortage of physicians in the range of 46,000 to 90,000 by 2025. In spite of this, the length of the typical office visit for a PCP has gotten longer over the past 10 years. We have to make our physicians more efficient, not less. Video visits can help address this, both through quicker, to-the-point visits that take half the time of an office encounter and allowing surplus providers in one area to fill shortfalls in others.



The Human Diseasome 

 



Vioxx’s Adverse Effects through EHR data 
Cumulative sum 
chart of monthly 
incidence of 
hospitalizations 
due to myocardial 
infarction from 
January 1, 1997 to 
March 30, 2006 

Source: Brownstein, PLoS ONE, 2007 



The IT Asset Strategy 

• Applications: 
– Specific applications and application sequence 
– Acquisition approaches, e.g., buy or build 
– Degree to which applications are the same across the 

enterprise 

• Technical infrastructure: 
– Statements of desired capabilities and characteristics 
– Statement of specific components 
– Core technology and standards choices 

 



Core IT Components for the Next Era 

• An electronic health record that spans the continuum of care 

• A revenue cycle application that spans the continuum of care 

• Population health management system  

• Sophisticated business intelligence and analytics 

• Systems that enable interoperability between closely 
affiliated providers 

• Technologies that support the engagement of patients 

 



Population Health 



Enabling Innovation  
Client & 3rd Party Content Facilitate Knowledge  

Creation  
Open Platform  

Ecosystem 



The IT Asset Strategy 

• IT organization/processes 
– Core capabilities and competencies of staff 
– IS organization structure 
– Front line support, project management, etc. 

• Data/content: 
– Definition of which data standards and sources  
– Determination of content/knowledge scope, 

standards 
– Implementation of data/content/knowledge 

technologies 
 



Re-classification of Discharge Locations 



Total Hip Replacement – Care Process Model 

Intermountain, 2016 



A Goal to Improve Outpatient Care Quality 

Applications - Electronic Health Record 
     -Health maintenance reminders 
     -Care documentation templates 
-Connected health capabilities 

Technical infrastructure -Hosting capabilities to provide EHRs to 
small physician practices 

IT organization -Staff to provide implementation support to 
physician practices 
-Addition of quality reporting analysts 

Data/Content -Database to capture and report quality 
measures 
- Disease protocols 



Gross Margin Impact of Well Managed IT 
Investments 

Source:  McAfee and Brynjolfsson, 2008 

Spread between the gross margins of  companies in the top 25% and 
companies in the bottom 25% of  an IT-intense industry 
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What do Successful Organizations Know? 

• Individuals and leadership matter 
• Relationships are critical 
• Alignment must be mature and strong 
• Evaluation of IT opportunities must be thoughtful  
• IT governance must be efficient, inclusive and thoughtful 
• Change management skills must be first rate 
• Singles win pennants 
• The organization must encourage innovation 
• The technology and the technical infrastructure is the great 

enabler 
• A high performing IT organization is critical 

 



IT Leveraging of Competitive Position 

• Create a new business model 
– Change the way a business makes money 
– Redefine what it means to be in “the business” 

• Improve organizational processes 
– Core to organizational definition 
– Used by customers to judge performance 

• Enable rapid and accurate provision of critical data 
– Understand customer and market behavior 
– Enable new products and services 
– Enable processes to be more intelligent 



IT Factors that Enable a Competitive Advantage 

• Deploy a consistent platform across the enterprise 
• Innovate new ways of doing work 
• Propagate innovations across the enterprise 

 
 

McAfee and Brynjolfsson, Investing in the IT That Makes a Competitive Difference, HBR, 2008 



Digital Intensity vs. Transformation Ability:  
The Impact on Profitability 

 

The Digital Advantage, Cap Gemini & MIT, 2012 

X – Change management capabilities 
Y – IT investment level 
 

Y 

Source:  The Digital Advantage, Cap Gemini & MIT, 2012 



Types of Change 

• Incremental 
• Step-shift 
• Radical 
• Fundamental 



Factors Critical to Change Success 

• Leadership 
• Language and vision 
• Connection and trust 
• Incentives 
• Planning, implementing, iterating 



Complexity of Change 



Factors That Contribute to IT Initiative Failures 

• Lack of clarity of purpose 
• Leadership support is insufficient 
• Organizational inertia 
• Organizational baggage 
• The reward system is not there 
• Lack of candor 

 



Factors That Contribute to IT Initiative Failures 

• Complexity of the project 
• Failure to respect uncertainty 
• Undernourished initiatives 
• Failure to anticipate short term disruptions 
• Unstable/immature technology 

 



What is IT Governance? 

IT governance is composed of the: 
  processes 
  reporting relationships 
  roles, and 
  committees 

 That an organization develops to make decisions, and 
manage the execution of those decisions, regarding IT 
resources and activities. Example decisions include: 

  setting priorities 
  determining budgets 
  defining project management approaches, and 
  addressing IT problems and issues 

 



IT Governance is Defined by the Answers to 
Questions Such As 

• How do we ensure comprehensive IT support of our 
strategies and plans? 

• Who sets priorities and how are they set? 
• What organization structures are needed to support the 

linkage between IS and the rest of the organization? 
• How are responsibilities distributed between central IS 

and local IS? 
• How are IS budgets developed? 
• Who is responsible for developing implementation 

plans? 
 



Specific Governance Mechanisms 

• Board IT Committee 
• Executive Committee 
• IT Steering Committee 
• Initiative and project specific committees 
• Liaison roles 
• Chief Information Officer 

 



IT-enabled Value is Diverse 

Type of IT Investment Type of Analyses 
Infrastructure Ability to meet organizational goals, 

e.g., agility 

Mandated Least expensive approach 

Cost reduction ROI/NPV 

New products and services ROI/NPV and sensitivity analyses 

Quality improvement Change in service measures 

Major strategic initiative All of the above and management 
“hunches” 



What Causes Value? 

• Innovation in business practices 
• Economic value results from incremental innovations 

rather than “big bang” initiatives 
• Strategic value results from the cumulative effect of 

sustained initiatives to innovate business practices 
 



Singles and Grand Slams 

 



Value Happens When Value is Managed 

 Days in A/R

-

10.0

20.0

30.0

40.0

50.0

60.0

70.0

80.0

90.0

100.0

Qtr 3-96 Qtr 4-96 Qtr 1-97 Qtr 2-97 Qtr 3-97 Qtr 4-97 Qtr 1-98 Qtr 2-98 Qtr 3-98 Qtr 4-98

Days in 



Steps To Improve Value Realization 

• Make sure that the homework was done 
• Require formal project proposals 
• Increase the accountability for investment results 
• Conduct post implementation audits 
• Celebrate value achievement 
• Shorten the cycle of deliverables 
• Benchmark value 
• Communicate value 

 



The Federal EHR Strategy aka Meaningful Use 



New perspectives on consumers 



Challenges in IT Planning 

• The overall strategy is unclear or volatile 
• The linkage may be shallow 
• Senior management may hesitate to engage in the IT 

strategy discussion 
• The true value of an IT initiative may be unclear 
• The impact of the IT investment can be diluted by a 

range of implementation issues 
• It is difficult to make tradeoffs between IT investments 



The Evolution of IT Strategy 

• IT strategy is becoming less of a “development of a five 
year plan” and more of a “creation of ongoing strategy 
processes that sense and respond” 

• IT strategy is changing from a well defined event to a 
complex, ongoing process 

• IT strategy is increasingly indistinguishable from the 
overall strategy 

• IT strategy involves shared decision making and shared 
learning between IT and the organization 
 



There will be Two Major Shifts in the Dominant Design of 
Health Care Information Technology 

• Record Plan 

• Transaction-oriented Intelligence-oriented 



Questions? 
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