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Peter Drucker on Hospital 
Management

1. “The four hardest jobs in America (not 
necessarily in order) are: President of the 
United States, a university president, a 
hospital CEO, and a pastor.”

2. “Health care is the most difficult, chaotic, 
and complex industry to manage today.”

3. “The hospital is altogether the most 
complex human organization ever 
devised.”
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Health Delivery Reform
(informal and formal)

• Accountable Care 
Organizations (ACO)

• Bundling 

• Hospital Readmissions

• Value-Based Purchasing 
(VBP) (Value not Volume)           

eff. 10-1-12

Expanded Coverage
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•More Integrated Care

•More At-Risk

•More Accountable     
Health Care

•More Primary Care

Trauma
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The costliest quartile accounted for 83% of Medicare spending….
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2001 recession

Percentage Change in Medicaid Expenditures and Enrollment, 
FY1998 – FY2009
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Source: Smith, V., et al. (September 2008). Headed for a Crunch: An Update on Medicaid 
Spending, Coverage and Policy Heading into an Economic Downturn. Kaiser Commission on 
Medicaid and the Uninsured. 
*FY2009 figures are projected in above study.

Medicaid expenditures – the largest and fastest growing portion of 
many state budgets – increase even faster during economic 

downturns as enrollment grows...
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Percent Change in State Tax Revenue and Medicaid Spending 
Growth, FY1996 – 2009
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Source: Boyd, D., et al. (November 6, 2008). State Tax Revenue Now Flat, for the First Time 
Since 2002 Recession: After Weak Third Quarter, Further Declines Likely Lie Ahead. The 
Nelson A. Rockefeller Institute of Government; Smith, V., et al. (September 2008). Headed for a 
Crunch: An Update on Medicaid Spending, Coverage and Policy Heading into an Economic 
Downturn. Kaiser Commission on Medicaid and the Uninsured. 
*FY2009 Medicaid figure is projected; FY2008 revenue figure only includes the first quarter.

…even as state tax revenues drop.

2001 recession
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Medicaid Budget =

Covered Benefits
X

# of Enrollees
X

Provider Rates
(or “efficiency”)
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Medicaid OP Cuts
• Effective 11-1-10
• ~$150-$200M Total Impact
• 44% cut in Medicaid OP reimbursement
• 20% cut in Total Medicaid reimb.
• 3-5% cut in total patient revenue

• More to come? (FY12 - $50M GF shortfall)
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2011 Legislative Session
• Disclosure to patients
• Patients Bill of Rights
• Medical Harm Disclosure
• Charges to the Uninsured
• Medical malpractice amendments
• Medical Board subpoenas
• Hospital provider fees
• Medicaid budget

Social, personal, 
emotional

Financial

Process + 
WF + $$

Teens



16

Federal Health Reform
• Medicare hospital cuts begin in 2010

– National impact = $155 B
– State impact - $768 M

• Expanded Medicaid coverage and subsidized 
private coverage doesn’t start until 2014

• New focus
– Readmission penalties: minimal impact at first
– Hospital-Acquired Condition penalties
– Value Based Purchasing: an un-winnable formula
– Accountable Care Organizations: largely undefined

• Health Insurance Reforms

Over 10 years
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Source: Trustee Magazine, January 2011
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Bridges to Health
(targeted population segments)

OB


