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One Size Doesn't Fit All
The object of integration must ultimately be value for the customer.
The experiences of some health systems shape the evolution of others. Consultants, conferences, site visits, and articles all transport experience and thinking from one system to the other. This creates a tendency toward homogenization.

Yet there are counteracting local and regional forces that resist homogenization: differences in leadership philosophy, cultures, the character of competitors and allies, the clout of customers, the pervasiveness of regulators and legislators, and the strength of the economy (Minneapolis-St. Paul is a very different place from Los Angeles or Chicago). All of these differences help ensure that no one model is likely to work well everywhere. Like species isolated on an island, integrated delivery systems will evolve in their own way at various locations throughout the country.

The fundamental principle of differentiation - that organisms and organizations thrive by being different in a way that’s meaningful and valuable - will remain alive and well as it relates to the development of integrated delivery systems.

But a tendency towards distinctly different ways of integrating is at odds with the presumption that seemingly drives much of the work focused on designing and operating an integrated delivery system: that there is a "right way" to be integrated, and that integrated delivery systems ought to be about the process of becoming that right way.

Not so long ago, there was a model that represented the "right way" - the prevailing wisdom about where integration should move. It was often depicted as a simple triangle with physicians on one corner, hospitals on the second, and managed care (or risk) on the third. Real integration, it was argued, consisted of putting the three corners together in a single organization whose purpose it would be to manage the cost and quality of a comprehensive range of health care services and deliver them to a defined population for a fixed fee.

Organizations built on this model - Humana, CIGNA, Kaiser - were held high as role models. Unfortunately, the model proved inherently unstable. There were conflicts between the businesses incorporated within the model that pushed it toward disintegration. Two of the corners of the triangle, physicians and hospitals, are in the same business - "the delivery of care" business. This is a very different business from "the insuring health care" business - the third corner.
Providers and insurers are not only in two distinct businesses, they are also competing for the same health care dollars. Those in the business of delivering health care are not interested (for rational reasons) in having their margins eroded by insurers who keep the margin for themselves. Nor are they interested in seeing their influence over the actual delivery of care subordinated. Insurers, on the other hand (just as rationally), view the ability of providers to maintain influence and profitability as a direct threat to their margins. This conflict is inherent.
Systems that tried to put these three corners of the triangle together often set themselves up for endless, irresolvable dysfunction. Although it probably makes sense for health care delivery organizations to create infrastructure very similar to the typical health plan, the central questions remain: "What business are you in?" and "How are you going to make your living?" Systems that find themselves in both the "delivery business" and the "insurance business" can end up at war with themselves. Managed care tries to make money at the expense of delivery. Delivery tries to make money at the expense of managed care.

In my experience, there is no single right model for integration in health care. There do appear to be, however, a limited set of options that have emerged:
· The Leverager is committed to preserving the unique character of various operating units (hospitals, physician groups) including their operating autonomy, while amplifying their strengths and shoring up their vulnerabilities. This system is the sum of its individual operating units.

The organization creates value through its role as a negotiator (on behalf of member operating units) and as an image maker (enhancing awareness of institutional strengths). Although the Leverager will have a name, it subordinates that identity in favor of enhancing the existing brands of the various operating units.

Because the Leverager system is in service of its member operating units, not vice versa, it measures its performance in terms of the volume and preference for its member organizations.

Even though some Leverager models have been granted substantial powers by their member organizations, they often remain hesitant to use them. An executive for one well-known Leverager system likened its reserve powers to a nuclear bomb: It may be powerful, but the aftermath leaves the survivors wondering who really won the conflict. Indeed, the inability of member organization executives and their boards to decide where and when they will surrender autonomy for the benefit of the system remains this model's great Achilles' heel.

· The Consolidator seeks to create economies of scale and cost savings by combining operating units (hospitals, physician practices), departments, and functions on a centralized or decentralized basis. The focus of the Consolidator is on financial management and economies of scale. Mergers usually reflect a consolidator mindset and often consume a significant percentage of organizational energy in markets where consolidators are active. The Consolidator measures its success in financial terms, particularly profitability.

· The Integrator model attempts to create seamlessness and transform once-dependent operating units into a balanced and synergistic system. Focus is on linkages, relationships, and internal communications. "Systems thinking" is central to the philosophy of the Integrator.

The Integrator system measures its success in terms of rising customer satisfaction and indicators of flow like cycle time, quality improvement, and ready access to information. Although the notion of being integrated is common to the vision statements of many health systems, the number of organizations making meaningful progress on this model is still very small.

No health care organization has been as closely tied to an integrated vision as the Mayo Clinic. It is one of the few true Integrator systems in the country. Starting with its radically differentiated group practice model built around the notion that "the patient's consideration is the only consideration," Mayo grew its international reputation. Will and Charlie Mayo were prone to always say "we" when they talked of their perspectives on the clinic. While other systems struggle with creating something as fundamental as a single medical record and a single bill, Mayo has had both since its earliest days. And it has been linked in enviable fashion for decades, first by a system of conveyor belts, drop slots, light signals, pneumatic tubes and then by computers and satellite uplinks. The technology of the linkages has changed, but the vision of integration hasn't.

· The Learner, the rarest of integrated delivery systems, facilitates the flow of information to each operating unit, encourages decentralized decision making, and provides ready access to knowledge that creates an advantage in quality, cost and access. It establishes standards and manages the system through compliance with specifications derived from the marketplace. These specifications answer the question, "What represents value to our customers?"
The focus of this type of integrated delivery system is on ramping up the level of learning in each operating unit. It does this by facilitating the sharing of experiences and distribution of best practices as well as by rewarding results-based learning - all disciplined by performance to specifications. Learning comes from inside and outside the organization.

The Learner requires a higher level of "tightness" than all the other models in terms of commitment to constant learning and compliance with specifications. It is exceedingly "loose" about everything else. The Learner helps its operating units meet specifications by giving them knowledge and tools that facilitate their efforts. But those operating units usually have autonomy and freedom when it comes to how they meet the specifications. So the Learner is both "loose and tight." The Learner measures success against specifications. "Live and learn": That's the motto of the Learner.
Do these four models represent phases in the evolution of an integrated delivery system? They could, but they don't need to. There is nothing to suggest that moving from one model to the next in sequential fashion is necessary or even useful. There is no reason, save lack of vision and resolve, that would preclude an emergent system from jumping right to a Learner model.

Indeed, I would suggest the best place to start designing a system is with the question, "What do we intend to become (vision)?" Asking this question early prevents confusion, haphazard wandering, and undisciplined emulation. Vision should change, however, and it's likely some Leveragers and Consolidators will commit themselves to becoming Integrators and Learners. Organizations can and do move from model to model, with sometimes beneficial and sometimes detrimental results.

Health care organizations interested in moving from one model to another need to recognize the challenge will be significant requiring dramatic shifts in vision, leadership, staff, operations, and investment. Some organizations will be incapable of such a transition. They may be better served by making their current model work as well as it can.
The degree of difficulty in establishing and operating each of these four models varies, with the Leverager being easiest and the Learner being most difficult. The Leverager is easiest because it requires the least change and, therefore, potentially the least commitment on the part of its operating units.

The Learner model comes closest to a "virtual" organization with its focus on specifications and learning as the glue that holds it together. Both the Leverager and the Learner models interestingly are "loose" from the standpoint of control. But the Learner is exceedingly "tight" from the standpoint of commitment to learning and specifications.

Of the four models, the Leverager has displayed the greatest tendency to unravel, because these systems were formed largely for purposes of managed care contracting. A catalyst for unraveling was the decline in the potency of a single assumption regarding the likely evolution of the health care market - the assumption that patients (and dollars) can be channeled on an exclusive or semi-exclusive basis to networks of hospitals and physicians by health plans. With the success of "point-of-service" health plans, concerns about being cut out of managed care contracting dissolved along with the motivation to integrate on the part of many hospitals and physicians.

The other models, while concerned about managed care contracts, had other reasons for being. For Consolidators, the driving motivation for formation historically has been more favorable financial performance. Consolidators usually hold a conviction that a lower cost structure will be necessary to meet growing pressure on reimbursement.

Both the Integrator and the Learner models tend to be more vision based than the other two models. At the heart of the Integrator is a conviction that success will depend on organizing around the patient. Integrators feel the health care consumer is going to demand that services become seamless and demonstrate their effectiveness. They believe disjointed and fragmented organizations cannot demonstrate effectiveness with consistency across time and place. The Integrator envisions itself as providing care that is connected and whole.

The Learner is also vision driven. It regards tight specifications for care and service as its glue. And it sees quick adaptability and agility as fundamental to success in a rapidly evolving environment. It views itself as committed to continuous change and sees a steady flow of experience and learning as fundamental to change.

Must organizations choose to be one type of integrated system or the other? We think systems may find themselves being all four at times. There are distinct advantages in each of the models. What kind of model a system becomes should reflect its vision. But a differentiated system will place its emphasis on one of the models. That emphasis indicates what kind of model the system represents - what the essence of the organization is.

A Learner, for instance, will find that it needs to promote the strong capabilities of its operating units (like a Leverager) and build a seamless information system (like an Integrator), but its fundamental commitment will remain focused on setting specifications and facilitating learning.

Systems that have no clear emphasis are undifferentiated, and an undifferentiated player is likely to become a marginalized player. It is not enough to be differentiated for a while. You want to be differentiated for as long as possible. As a result, organizations should seek to build differences that are not easily duplicated by others. All the reasons that make the Leverager easy to do also make it easy to duplicate. Any competitive advantage it offers may be fleeting.

Although the Consolidator is tougher to pull off, the differentiation offered by this model can also be readily duplicated. Evidence of this can be found in the consistency with which investor-owned systems have been able to apply their operating templates and quickly produce significant reductions in costs when they've acquired nonprofit hospitals. 

Both the Integrator and the Learner systems should be able to carve out lasting differentiation largely because of the inherent difficulty in setting them up and the level of investment they require. Both models also require fundamental shifts in culture. These will constitute significant barriers to competitors seeking to emulate their results. You can't create an Integrator or Learner overnight.
The market orientation of these four models varies. The Leverager model usually has little, if any, focus on consumers, leaving market realities either unaddressed or in the hands of local operating units. Consolidators focus on financial performance, often to the exclusion of external dynamics.

Integrators, on the other hand, have the patient at the heart of their purpose, but this does not necessarily mean this model is customer intimate. Instead, it's often built on a single presumption that patients desire health care that is whole and seamless. Further, the Integrator believes that there are significant inherent cost and quality problems associated with the fragmentation that still characterizes the vast majority of health care in America. As a result, the Integrator tends to focus internally.

The Learner's most important learning is always about those it serves. At the heart of the Learner is the notion that understanding patient needs cannot be presumed (It does not presume that "We know best" or that "We know what the patient wants.").The Learner throws itself into direct and continuous contact with patients so that it understands not only the current reality of their needs but needs not yet imagined. More than any other model, the Learner tries to stand in the future. Specifications are built around not only what is wanted today but what is likely to be wanted tomorrow.

Although none of the four models has yet proven itself, the Learner will have the long-term advantage. While an Integrator will have created something still so rare in health care that it will have powerful differentiation, it will have to move itself beyond its internal focus and begin enriching its stream of benefits with ever deeper understanding. It will also have to translate that understanding into specifications that discipline a torrent of new ideas and learning from inside and outside the system.

The object of integration must ultimately be value. Ultimately, true integration is about flow - a flow of ever improving benefits at ever decreasing cost with ever increasing speed. It is against this standard that every integrated delivery system must ultimately be measured.

Commitment to one of the four models involves a commitment to different leadership styles and operating disciplines:

In the Leverager model, the CEO serves as publicist and cheerleader, focusing on building awareness for the strength of the individual organizations that comprise the system. The message: "We have the best individual team members, so together we represent the best system."
For the Leverager leadership, these are the central questions: "How can we build greater awareness and preference for our individual strengths?" and "How can we get a better deal for our member operating units?"
The CEO of the Consolidator focuses on financial management and productivity. He is preoccupied with reducing the cost structure of the organization, on removing excess capacity (thereby increasing the market value of the remaining capacity), and on creating economies of scale in both the administrative and clinical areas. Leaders of the Consolidator model constantly ask: "Why have two (or three) when we can have one? Are our costs lower now together than when we were apart? and Are our costs lower than our competitors'?"
In the Integrator model, the CEO serves as architect and coach. Viewing the architecture of the organization from 30,000 feet, looking at the system from the perspective of the whole, this leader is able to see where things need to be buttressed, reinforced and connected. His questions: "Where are the barriers to flow? Where are big leaks that need to be plugged? Where are things disconnected or working at cross purposes?"
"Educator" and "grader" describes the role of the CEO in a Learner system. She views the organization as both a health care delivery system and a pragmatic university. She holds the conviction that any organization that is not constantly changing as the result of continuous learning is dying or dead. The role of the system is to continuously import new ideas and knowledge from the outside while constantly generating learning off the work of the organization. At the same time, self-examination or "grading" performance is also part and parcel of the leader's role. The persistent questions for this model's leader are: "What represents value for our customers today and tomorrow? What specifications do we need to set? How well are people meeting specifications? ​What’s new? How is new thinking being applied? How can we apply it?"
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