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Service Line Cost Management
A Cleveland Clinic Best Practice

Executive Summary
Cleveland Clinic has undertaken an initiative to analyze and reduce service line costs.  Teams from every institute are conducting a deep-dive analysis of costs and are executing action plans to reduce overall costs by 4% enterprise-wide, in order to sustain profitability at the Medicare reimbursement rate. 
Point of Contact
Dr. Robert Wyllie, Chief Medical Operations Officer

Summary of Best Practice
Objective:
The objective of the Service Line Cost Management project is to reduce direct costs of procedures by addressing four major areas: streamlining order sets, evaluating high-volume or high-cost diagnosis-related groups and transplants, optimizing throughput and increasing Supply Chain efficiency. By improving these four areas in all service lines, Cleveland Clinic’s goal is to lower costs while providing the best possible care for every patient. 

Background:
The current environment surrounding healthcare expenditures across the United States health system is forcing organizations to find ways to provide quality care with a reduction in reimbursement from some of the largest payors, such as Medicare.  This fact, coupled with healthcare costs rising at an unsustainable rate, has encouraged Cleveland Clinic to take significant steps to understand the component costs of delivering services, identify where reductions can be made, and execute the proper changes to realize a 4% reduction in costs from 2010 to 2011.

Implementation Methods:
To begin the process of identifying cost savings opportunities, the Heart & Vascular institute agreed upon five areas of focus: Streamlining order sets, transplants, high volume DRGs, throughput optimization, and cost visibility.  In order sets, for example, a team was tasked to examine the group of order sets as a whole and make recommendations for a number or percentage of line items that could be reduced, with an end goal of eliminating redundant or unnecessary sets.  By moving towards a smaller, more controllable and standardized group of order sets, the institute can better manage variation amongst similar procedures.
High volume DRGs became a large focus as the project moved forward.  Finance produced detailed financial summaries on the highest volume DRGs in the institute, including the # of encounters, technical net revenue, technical direct and indirect costs, and net income.  Armed with this information, the institutes brought together representation from all phases of care, including pre-op, OR, post-op care, nursing, administration, and physicians.  This team was then tasked to look at each selected DRG and identify potential areas for savings.  Categories were hashed out, and included implantables, sutures, disposables, drugs, testing & labs, and others.  Within each of these categories, each represented group looked for savings.  They asked questions like, “what are we wasting at each step?”, “what do we duplicate?”, and “where can we reduce costs without negatively impacting quality?”
Once the full list of potential changes was developed, those changes were then taken to Finance, which assisted in quantifying the potential savings.  The results provided some good insight into how actual savings can be achieved.  For example, heart valves tend to be highly expensive devices, but it is rare that the devices are “wasted” or “over-utilized.”  Sutures, however, when compared with valves, are far less expensive, but are also far more prone to be wasted.  The finance team demonstrated to the clinical team that by removing 2 sutures that usually go unused from the custom packs, huge savings can be achieved as those savings are multiplied by the thousands of packs that are used each year. 

Once each of the changes had been quantified, they were then categorized in a 4-box matrix to decide which changes should be tackled first, based on impact and effort. Options were: High effort, high impact; high effort, low impact; low effort, low impact, and low effort, high impact.  Those tasks falling into the “low effort, high impact” category were the most appropriate changes to make first, and the team focused on getting them in place.
Action plans for each chosen change were developed and owned by the most appropriate groups.  It is important to note that any of the changes that included modifications to clinical practices had physician and nursing leadership input and approval.  From this point forward, each group with an action plan reported on its status on a monthly basis.

Results:
The financial impact of these changes is being measured against 2010’s costs as a baseline.  It is too early to tell if CC will reach its reduction target of 4%, but many leaders are confident that the changes put into place will affect costs in the long run.  One of the goals of this exercise was to create not just a one-time cost reduction, but rather, a culture of examining costs with the goal of empowering groups to identify and take actions to achieve savings.  Leadership wants to keep frontline and clinical staff aware of the costs and the direct impact that their actions have on the bottom line, and keeping them involved in the continuous improvement process will create that desired culture.

Conclusion:
This practice is almost entirely outcomes-based and considers both financial and clinical implications, with input from the experts on both sides.  The step-by-step process of identifying areas for cost savings and process improvement are surely replicable by any organization, and the process is designed to be institutionalized and sustainable over the long term.  It is a truly innovative method of examining costs of service lines that could assist virtually any health organization get a handle on their costs, and is an excellent way to include the clinical team in the process of keeping costs sustainable over the long term.
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