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The Decisions of the 1990s 

The view from a Monday morning quarterback.
The early 1990s were heady times in health care. Most hospitals and physicians were doing well. Empires were in the making. Large nonprofit integrated health systems were being pieced together. New investor-owned companies were springing up in just about every corner of the industry. And the number of HMOs was exploding.

As the decade drew to a close, the majority of the integrated delivery systems were in some state of disintegration. The stock price of investor-owned health care companies had plummeted. And HMOs had become everyone's favorite whipping boy.

What happened? It's much easier to play Monday morning quarterback than Sunday morning prophet. But on Monday morning, here's one perspective on what happened. A lot of bad decisions were made. Decisions have quality. Some decisions are better than others. Indeed, some decisions are infinitely better than others. Why in retrospect were the 1990s characterized by such miscalculation? Because conventional wisdom always has its day. There was a high level of comfort throughout health care with a set of assumptions about what the future held. A review of the expert literature of the time suggests that the following assumptions shaped many of the most important decisions.

Bigger is better. "Consolidation" and "economies of scale" were the key phrases in many boardrooms and executive suites. Some of the most successful organizations in health care as the decade ended were the ones that maintained their independence and stayed relatively small. 

Cost is the only thing that matters. Employers, it was pointed out, cared about only one thing - cost - and could be counted on to buy the cheapest product. Employers turned out to be a lot more sophisticated than they were given credit for. In a tightening labor market, they recognized the connection between a happy workforce and profits. Employers responded not with restricted health benefit options but with a wider range of choices.

Health plans will own the patient. Ownership of the managed care contract was seen as the critical point of leverage. Patients would, it was widely suggested, go where their health plans sent them. But consumers proved to be considerably more independent than anticipated. And the relationship with a physician remained central.

Once the health care industry got comfortable with its assumptions, not enough energy went into exploring possible outcomes based on different assumptions. The quality of a decision depends on critical thinking. Critical thinking is not the same as skepticism. Skepticism meets every proposition with pessimism and doubt, whereas critical thinking involves being disciplined enough to question.

A set of bad assumptions can lead to a chain of very bad decisions. What's the difference between a good and bad decision? The 1990s offer a number of hallmarks of poor decision-making that, if heeded, may act as guideposts to improve the quality of future decision-making:

1. Look for the right fit. One size doesn't fit all. The quality of all decisions is circumstantial-what works in one situation may not work in all because the circumstances against which the decision is brought to bear are highly variable. Too many health care organizations embraced the same "right answers." And, as seems to be the case more in health care than any other industry, there were plenty of conferences, consultants and think tanks willing to deliver the "right answers."

2. Hire a court jester. Every big decision deserves to be challenged, to have a devil's advocate. There were early indications that the conventional wisdom of the 1990s was seriously flawed. But that didn't distract those who had it all figured out, including the CEOs of significant numbers of some of the nation's leading hospitals and physician organizations.

One of the primary functions of the court jester was to make fun of the king's advisors. A wise king knew what wise executives know: Most of those close to you will tell you exactly what you want to hear.

3. Avoid early overinvestment. Results are never immediately apparent. If the results of actions in a complex environment appeared quickly and unequivocally, then we'd know early about the quality of the decisions. But that's not the way things usually work out. Instead, it can take a long time for the quality of a decision to be demonstrated. It plays out over time in an expanding web of consequences - some of them unintended. As a result, you can find yourself deeply invested before the quality of the decision is clear.

Investment takes many forms. In addition to financial, there are investments of emotion and intellect as well. After all, somebody's credibility is usually on the line. Opportunity costs can pile up too. One decision can limit the ability to pursue another.

4. Don't assume that success is always due to wise decision-making. Luck is often indistinguishable from knowledge and skill. Napoleon was said to have asked for officers who were lucky. But one piece of good fortune can obscure a lot of bad decisions. Many hospitals have been lucky because population growth and demographics have favored them. Luck can fill a bank account just as surely as a series of quality decisions can. But only over the short haul.

In the long run, the odds pile up. Unfortunately, a board of directors cannot easily distinguish whether they are still flush with luck or benefiting from quality decisions. The favorable circumstances in which many health care providers found themselves in the early 1990s may have been more the result of lucky consequences than quality decision-making.

5. Alter your perspective. To make an effective assessment of a situation, you need to be sufficiently exposed to the situation. You can get too close to the situation or too far from it. A forest can be all tree trunks and leaves or a mere patch of green on a distant landscape. Neither view is sufficient to understanding the forest. Multiple angles yield a richer picture and more truth.

Many health care decision-makers have gotten themselves too removed from the real work of their organizations or too immersed in it. Neither the view from the board room nor that from the operating room is sufficient.

6. Tread cautiously in unfamiliar waters. There's a certain amount of muscle memory in every good decision. Practice may not make perfect but it improves the odds. The gymnast who walks the balance beam makes millions of decisions in the process, very few of them conscious but every one informed by past experience. Having faced the challenge before, her muscles remember what to do - they sense the distance between a bad decision and a good one. New players, new regulators, new pressures all stir up uncertain and unfamiliar sea.

7. Re-examine your expectations. A negative prospect can be as compelling as a positive one. When we construct a vision of what we want to be in the future, we should paint a positive view. After all, who aspires to be less? But in a perverse way that's exactly what many health care organizations did in the 1990s. They bought into the notion of hospitals becoming "cost centers" and physicians becoming "commodities." Having embraced this view, they began to operate out of fear instead of desire. Many hospitals started to act like cost centers and many doctors started to act like commodities because they lacked the courage and optimism to see themselves otherwise.

8. Don't rush to embrace somebody else's model. A "decision model" is usually described in terms of causes and effects arranged in logical sequence. Most of us are motivated to understand and explain the world we operate in. This motivation is probably the most pressing when that world is uncertain. When you don't have a model of your own, it's tempting to grab somebody else's.

The "managed care model" was presented as coherent and whole. It was easy to adopt because its assumptions supported it so well: (a) physicians and other caregivers are insufficiently motivated to manage costs so they don't, and (b) if you create financial incentives, costs will be managed. Many hospital leaders and a substantial number of physicians became missionaries for the managed care model. Little time was spent considering alternatives, even though they were apparent. The "consumer model," for instance, suggested that the needs and desires of consumers always trump rigid constraints in a competitive marketplace (such as those explicit in the managed care model).

9. Always ask: What value does this decision create for the patient? The quality of a decision ultimately must be measured against the value it creates. Hospitals and physicians have a claim on continued existence only as long as they are able to generate value for those they serve. And the essence of the value they create can always be found at the interface between a caregiver and a patient.

In health care, the closer the decision is connected to this interface, the more value it can create. Decisions distant from the interface have less potential for value. That's not to say that they are inconsequential. Indeed, a distant decision can ricochet and cascade into an avalanche of unintended consequences that wash away value. But in the long run, the closer the decision comes to the patient, the more important it will be.
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