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Leveraging Health Care IT Investment
OVERVIEW
In recent years, health care organizations have made massive investments in IT. However,
most are still in the early stages of using those IT investments to improve the quality of care. To
continue the evolution, organizations must take a three-step approach: identify improvement
opportunities, gather and analyze data, and implement organizational change. These actions
can result in more efficient, passive data collection, improved business intelligence, more
streamlined workflows, and better aligned business models.

CONTEXT
David Cutler and Robert Huckman discussed insights and lessons on how to leverage IT investments to drive meaningful operational changes in health care.
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There has been rapid adoption of EHR systems, but frustration with health IT continues.
Improved system functionality and usage have been driven both organically and by policies like
the HITECH Act. Yet, providers are frustrated with health IT. Although EHR systems improve
the quality of care, they also slow physician interaction with patients and some users feel there
are too many alerts. As a result, physician job satisfaction hasn’t increased.
Figure 1
Provider Feedback About Electronic
Health Records

Unfortunately, the full potential of health IT is not being broadly realized. Health care providers haven’t taken advantage of improved billing capabilities or higher fidelity storage of patient
records. Health IT is not yet a driver of productivity improvement.
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Organizations must consider how to implement the near future of health IT, while
planning for the long term.
Health IT evolves in waves. The present and future can be divided into three phases:
1. Today. The emphasis of current health IT efforts is building infrastructure, in response to
policy incentives. The primary goals are more efficient billing and improved compliance.
2. Near future. In the near future, health IT will evolve to create operational efficiencies,
improve patient satisfaction, and increase productivity. The focus of these efforts includes
cost effectiveness, customer service, and clinical protocols.
3. Long term. In the long term, health IT will support transformational care for patients and
create new health care delivery models. This will require personalized care and big data
analytics.
Increasing productivity requires an increase in health produced for a given level of spending or
a decrease in spending for a given level of health produced. It is important to remember that
improving productivity is not the same as increasing profit.
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“The critical challenge
for health IT has
shifted from adoption
to use. Truly
‘meaningful use’ is
not defined by policy
but by doing what is
needed to improve the
productivity of health
care.”
– David M. Cutler

To improve health care productivity through IT, organizations must identify
improvement opportunities, gather and analyze data, and implement organizational
change.
Cutler and Huckman have developed a three-step cycle for improving health care productivity
with IT:
•

Step 1: Identify improvement opportunities. This may include responding to patient
preferences, improving clinical quality, reducing costs, managing variation, and increasing
asset utilization.
Successful improvement requires asking the right questions. For example, how much does
it cost to provide a specific type of care? How can we better measure and communicate
clinical performance to internal and external audiences? How do we improve the productivity of the care we deliver? Answering these questions requires competency in cost accounting, outcomes measurement, and variation and cost-effectiveness analysis.
When identifying opportunities, it can be helpful to look for opportunities and constraints.
Cutler and Huckman recommend focusing on easy wins that have patient and institutional
benefits. Patient safety can be a good place to start. They also suggested enlisting assistance
from salaried staff, since they often have a greater sense of ownership than hourly employees. Interest levels in improvement initiatives tend to increase after some early successes.

•

Step 2: Gather and analyze data. Organizations must identify what type of data they
require. This could include clinical information, cost/operational data, billing, or administrative data. Once they know what kind of data they need, the next task is to facilitate data
collection and analysis.
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To analyze data properly, health care organizations must change the process used to collect
data. Rather than relying solely on clinicians to gather data, patients should become more
engaged. In some cases, patient activities may support more automated data collection.
Organizations must also reconsider how data are collected. The shift from active to passive
data collection is already underway in the fields of transportation and retail.
Figure 2
Active to Passive Data Collection
Examples

“Data is part of the
answer for business
intelligence, but
data is fragmented.
Partnerships are
needed to get the full
benefit. During joint
venture discussions,
look at the potential
business intelligence
that can be gained.”
– Robert S. Huckman

In health care, real-time location systems are one example of passive data collection. At
one organization, RFID tags were assigned to patients, equipment, and staff. This enabled
automatic tracking of several performance metrics including time-driven costing, customer service wait times, and asset and staff utilization. The tags also allowed for dynamic
assignment of patients to rooms or providers. While real-time location systems have many
benefits, they also raise concerns related to labor relations, patient privacy, and usability of
data for analysis and action.
•

Step 3: Implement organizational change. Change must be pursued along multiple dimensions including business intelligence, workflow redesign, and business model
alignment. Business intelligence uses IT systems for ongoing monitoring to continuously
manage and improve performance. Workflow redesign focuses on changing processes or
task allocation to optimize workflow. Business model alignment requires shifting business
models to align incentives and strategy.
Figure 3
Organizational Change Examples
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APIs and data access are needed to realize the vision of health care productivity.
APIs are the key to more fluid data access and interoperability. The technology already exists,
but organizations must embrace the concept. Four actions that can help promote APIs are:
•

Incentives are needed for providers to engage in data exchange.

•

Patient and provider concerns related to privacy and security must be addressed.

•

Vendors must support open APIs with transparent terms of use, policies, and developer
fees.

•

Organizations must consider how data sharing will affect culture and workflows.

Without APIs and data access, the vision of health care productivity won’t be realized.

© 2016 Harvard Business School Publishing. Created for Harvard Business Review by BullsEye Resources www.bullseyeresources.com

www.hbr.org

5

Leveraging Health Care IT Investment

December 15, 2016

BIOGRAPHIES
David M. Cutler

Robert S. Huckman

Steve Prokesch (Moderator)

Otto Eckstein Professor of
Applied Economics,
Harvard College

Albert J. Weatherhead III
Professor of Business
Administration, Chair, MBA
Required Curriculum,
Harvard Business School

Senior Editor, Harvard
Business Review
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and the public sector. He served as Assistant Professor of Economics from 1991 to
1995, was named John L. Loeb Associate
Professor of Social Sciences in 1995, and
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Cutler is author of two books, several chapters in edited books, and many published
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other public policy topics. Cutler received
an AB from Harvard University (1987) and
a PhD in Economics from MIT (1991).
The information contained in this summary reflects BullsEye Resources, Inc.’s subjective condensed summarization of the applicable conference session. There may be
material errors, omissions, or inaccuracies in the reporting of the substance of the session. In no way does BullsEye Resources or Harvard Business Review assume any
responsibility for any information provided or any decisions made based upon the information provided in this document.
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Sponsor’s Perspective
Driving Innovation to Deliver Value
Innovations in Health Care Delivery and Technology Are Key
for Advances in Value-Based Health Care
In many ways, the move toward value-based health care requires
important innovations: a new product that enhances a therapy;
high-functioning health IT systems that foster accessible data;
the formation of new collaborations; or organizational changes—
from employers to systems to governments—that make processes
more efficient. Together, these types of advances interact to
improve long-term patient outcomes in health care.
Many health care systems are incentivized to focus on short-term
medical outcomes where volume is rewarded over value. That’s
changing to a value-based framework where the outcomes that
matter most to patients are addressed throughout the continuum
of care.
We are already seeing this concept being embraced by hospitals,
payers, and governments around the world, but our often fragmented health care systems can slow the progress being made.
Innovations that facilitate alignment among all stakeholders
during the course of this shift will help produce a more effective
and value-based health care environment.
At Medtronic, we define value-based health care as a business
model where we share accountability with systems for the cost
of care and patient outcomes—in other words, where the costs
of the products, services and integrated solutions we provide are
directly linked to the quantifiable clinical, patient, and economic
outcomes. Most importantly, the value derived from the quality
of care isn’t determined at a specific point in time that focuses
on transactional value. Instead, value is measured holistically
over a longer time horizon and in ways that are meaningful to
the patient.

Our role in this new era will be to leverage the full power of our
technologies, services, and people to work with others to help
improve health care outcomes around the world. We are currently partnering with value-based health care experts to develop
new arrangements so that we can be active participants in this
transformation. Across our company—in different groups and
geographies—we’re using an internally developed 7-step valuebased framework to establish new models in which we share
direct accountability for system costs and patient outcomes with
our customers. To date, we are working within shared accountability arrangements with like-minded organizations in three
distinct areas: chronic care management, episodic care bundles,
and therapy based value offerings.
But this is not an effort we are embarking on alone. We are collaborating with other organizations—Harvard Business Review,
the International Consortium of Health Outcomes Measurement (ICHOM), the Economist Group, and the World Economic
Forum, to name a few—to build consensus on how to push valuebased health care even further.
Learn more about Medtronic’s perspective on value-based health
care and the ways we can work together to align more value by
visiting medtronic.com.

