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Informed Consent Intro

1. We have a wholly unsustainable “system”

2. Universal Coverage + Financing ≠ Reform

3. Pre-occupation with the Revenue Curve
(which we are incredibly parochial and protective of) 

4. Real reform lays under the Cost Curve by eliminating 
the waste, duplication, redundancies, inefficiencies, 
unnecessary variations (redeploy $650B of $2T) 

5. The Pathway to Quality is Through the Doors of Cost

6. Our core processes require fundamental 
reengineering enhanced by Information Technology 
& Leadership Development for sustainability

7. The adage “Culture eats strategy everyday from 
lunch (and breakfast and dinner)” is true. But if we 
don’t have the courage to lead a state change, then 
we should stop complaining.

8. Lack of an implemenation science research 
framework; comments informed by applied research
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• My intent today is to build upon what has been said (eg, health care reform) and 
bring it down in altitude How to move from the theoretical to the practical or 
do-able?

• Extend the thinking and language from hospital/clinic/physician to other 
schools, missions, faculty (“Academic Health Enterprise”, AHE, AHC)

• Invite you to listen to these themes as occurring in parallel

• Think from the multiple perspectives of:
– $5B multi-mission academic health enterprise
– 30,000 faculty and staff
– 500 medical students, 800 residents & xxx fellows
– 1M patients served

• The opportunity you have is to transform Hopkins & Academic Medicine

Opening Thoughts



Access = Demand + continued perverse incentives =  Costs (which will 
burden margins & potentially stress the ability to cross-subsidize)

Demand +  Costs = Value = Upset 

consolidation of health plans, hospitals 

consolidation of physicians in larger medical groups and employed vehicles

SGR fix and CBO (re)calculations add another $400B to the $1T increased spend

NIH funding likely to be (or possibly )

GME funding likely to  ($30B at-risk over 10 years through MedPac or IPAB)

A Word About "Health Reform" Implications
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Identifying the Gaps vs. Filling the Gaps
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http://www.youtube.com/profile?user=centurahealth#p/u/10/lF8bK7AJyL0

Hype, Hysteria, or the Coming Reality?

http://www.youtube.com/profile?user=centurahealth#p/u/10/lF8bK7AJyL0
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1. Context Setting
2. Funds Flow, “All Funds, All Missions” Integrated 

Budgeting, & Accountability Mechanisms
3. Managing in a Complex Matrix Environment
4. Embedding Talent Management & Leadership 

Development
5. Effectively Managing the Transition Process
6. Breakthrough Sustainable Results
7. Your Role & the Board's Role
Questions, Clarifications, Discussion

Today’s Agenda
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Interdependency & Accountability

Interdependency

Accountability
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The Ability & Necessity of Thinking Differently

Creative
Thinking
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A Breakthrough Roadmap for Managing 
Academic Health Enterprises

Key Distinctions & Underlying Principles: Strategy Bridged into Economic Reality; 
Transparency and Open Books; Peer Accountability; Recognizing the Interdependencies; 
Appreciating the Diversity; Maintaining the Collegiality & Collaboration; Instituting Financial 
Discipline; Providing Rewards & Consequences
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ILLUSTRATIVE

Distinguishing Real Planning, Difficult Choices, 
and Resource Reallocations



12No part of this material may be circulated, quoted, or reproduced for distribution without prior written approval from the AAMC and David S. Hefner, Sr Advisor,  AAMC.

1. Context Setting
2. Funds Flow, “All Funds, All Missions” Integrated 

Budgeting, & Accountability Mechanisms
3. Managing in a Complex Matrix Environment
4. Embedding Talent Management & Leadership 

Development
5. Effectively Managing the Transition Process
6. Breakthrough Sustainable Results
7. Your Role & the Board's Role
Questions, Clarifications, Discussion

Today’s Agenda



13No part of this material may be circulated, quoted, or reproduced for distribution without prior written approval from the AAMC and David S. Hefner, Sr Advisor,  AAMC.

Pass-Through 
$14.8M

Hospital

Patients/ Other 
Payers: $624K

Interest/
Endowment:
$17.7M

GME:$68.2MBonds, 
loans:
$17M

Health System Departments

Faculty 
Compensation

Staff
Compensation

Other

Schools of 
Medicine & Allied Health

Net Patient
Revenues  

Network

FPP Support $3.8M

Salaries/Fringe/Other
$150M

Clinical Billings

Rent (non-hospital) $580K
Malpractice $4.2M
Prof. Development $2.2M

Faculty 
Practice

Plan (FPP)

Other 
Income:
$17.4M

Research
$1.2M

Billing 
Expenses

Salaries/Fringe/Other $23M

Shortfall Support $860K

$7.4M

Indirects: 
$43.5M

T&A $17.8M

MD Comnts $4.5M

Prch. MD. Srvs $18.5M
MD Admin $4.9M

Rent $3.7M
Parking $1.6M 
Lsed Emplys $2.3M

Overhead $350K

Dept Shortfalls $860K

Admn Srvs $1.2M

PCPs $15.6M

Research $18.5M

Spcl. Purpose $1.3M

MD Support $115K
ARC $575K
Affiliate Svcs $400K

Net Revenues $112.1M

Academic Health Enterprise Funds Flow By Key Sources1 

(FYxx Budget2)

1 Bad debt is not deducted.
2 To protect client confidentiality, all numbers have been adjusted to 

disguise actual performance.

ILLUSTRATIVEGifts 
$750K
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Articulate 
Strategic 

Priorities & 
Required Margin

Agree on  High 
Level 

Department 
Margins

Dean & 
JHHS CEO:

1. Review FUDs, VPs, 
Vice Deans, 
performance

2. Articulate new 
expectations

3. Link to Comp & 
Incentive plans

FUDs:

1. Review Vice FUD & 
faculty performance

2. Articulate new 
expectations

3. Link to 
Departmental Comp 
& Incentive plans

4. Develop new 
budgets & business 
plans

FUDs, PPG, JHHS 
CEO, Provost,  

Present Budgets to 
Finance Team

With Finance 
Team Input, 
Reformulate 
Budgets as 

needed

Manage & 
Oversee Budgets

Total Margin 
= Required 

Margin?

YE
S

NO

Finance Team 
Sets New Targets

Monthly 
Variance?

Negative

Po
si

tiv
e

Support Colleague via 
“Peer Accountability 

Mechanisms”

Acknowledge, 
Appreciate, Celebrate, 

Reward

Managing from an “All Funds, All Missions” 
Integrated & Iterative Budget Perspective

ILLUSTRATIVE
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Quality

Education

Research
Community

Sustainability

Aligning Strategic Priorities, Goals, and Comp/Incentives

ILLUSTRATIVE

Create 
New Metrics
• Productivity
• Pass Rates
• Margins
• Quality
• Population

Engagement &
Effectiveness

• CE awards
• etc.
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Execute from a Process Management Point of View
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Execute from a Process Management Point of View
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Finance/GL;
Human Resources;

Materials Management

Sustaining Change with Technology Solutions…
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Facilities & Space 

Strategic Planning

Communications; PR; Marketing

Strategic Affiliations; Network Development

Finance

Quality

Development/Institutional Advancement

Information Systems/Information Technology/BioInformatics

Human Resources/Talent Management

Legal

Compliance; Risk; Audit; COI; Pt. Safety; Accreditation 

Government Relations; Advocacy 

Supply Chain; Procurement; Purchasing

Hospitals/
Depts

Clinics FPP Schools/
Depts

Education Research

Functional Integration in the Emerging Matrix and Team-Based
Environment

Structures

VP 
Facilities

CSO

CCO

CFO

CQO

CDO
CIO/
CMIO
CHRO

CLO

CIO

CAO

VP 
Bus. Dev.

Functions

VP 
Supply 
Chain
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Effective Management in the Emerging Matrix 
and Team-Based Environment
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Pipeline

Recruit

Select, Onboard, 
Transition in

Development, 
Networking

Transition & 
Succession

Retain High Performing 
Organization

Talent Management & Leadership Development
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Effective Advice and Engagement of the Faculty and Leaders
Key Distinctions & Underlying Principles: Effecting powerful campus-wide realignment 
requires more than just one or two great leaders - - it requires mechanisms for processing 
and harvesting advice from the best and the brightest across all of the mission fronts.  By 
enlisting the engagement of the next 100 – 200 faculty and staff leaders, better work 
products are produced, while simultaneously creating understanding and buy-in for the 
proposed solutions as well as providing the necessary training and education for the next 
generation of enterprise leaders.

ILLUSTRATIVE
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Investing in Your Future Leaders
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FUDs & Chiefs State Change…
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1. Grow Department by 
whatever means 
available

2. One-off side deals with 
Hospital and Dean

3. Rewarded solely for 
Department results

4. Only anecdotal 
knowledge of 
performance of other 
departments 

5. Competed for resources 
against other Chairs 

The Past… The Future…

1. Successes and 
failures more visible

2. Frank dialogue and 
mentoring with each 
faculty member

3. Deep understanding 
of, and engagement 
in, the success of the 
entire enterprise

4. Change agent

5. Work collaboratively 
with peers, while 
holding peers 
accountable for 
results

FUDs & Chiefs State Change…
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Effectively Managing the Transition Process
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Effectively Managing the Transition Process
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Breakthrough Sustainable Results 
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Breakthrough Sustainable Results
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Breakthrough Sustainable Results
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Breakthrough Sustainable Results
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Breakthrough Sustainable Results
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The Board’s Work in Leading Transitions
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