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Medical Center Labs Under Tremendous Pressure To Expand Services, Cut Costs




For the first time ever, outside competition is threatening to take away the internal lab processing from major teaching hospitals. National, now the largest independent lab with its merger with Roche, has just made a bid to handle all lab processing to the hospitals in the Texas Medical Center.  One of the Medical Center hospitals, name unknown at this time, is ready to go to the negotiation table.  With a guarantee of reducing costs 20% while retaining satisfactory turnaround time, many hospital administrations are taking the bid under consideration.  Specifics on how they will transport the specimens have not yet been released, but our sources say National will use what they call  “point of care” testing and the fastest processing equipment on the market as part of their take-over strategy.  Windows 95 has allowed the company to link up to doctors’ offices which makes their offer more attractive. Many of the medical center labs wonder how National will work the specimen handling, however new  innovations have made this possible, National says.  St. Luke’s Episcopal Hospital’s Pathology Department is the only lab that is seriously considering to make a counter proposal.  Their spokesperson said that an independent lab can not have the patient’s interest at heart like an internal lab.  To protect its own lab and fellow Medical Center labs, St. Luke’s  will counter with a bid  to perform the additional hospital’s  lab work at a rate that is more attractive than Nationals.  To do this will require St. Luke’s to take on 50% more work while adding only 25% more staff.   President of National, Mr. C. B. See, said “In any case, either hospitals will have to change how they do business or we will be doing their business for them”.  The Chronicle will keep its readers appraised of future developments.

CASE STUDY SPECIFICS
St. Luke’s Lab must remain competitive or run the risk of someone else taking over their positions.  The lab has a choice between reducing staff and costs by 25% or taking on additional medical center lab processing.  One medical center hospital is willing to negotiate an agreement for St. Luke’s to take over its processing, but to beat National’s deal, output  must increase from the current of 9,000 results per FTE annually to 11,000 per FTE (22% increase).  Capital expenditure for improved equipment, software, etc. is readily approved as long as there is a 5-year payback (justification) through fewer supplies or manpower after installation.  Cycle times for specimen processing must remain the same or get better to keep National from taking your business.  Space is limited to the existing work area.  Again Layout changes are OK as long as there is a 5-year payback.  For a frame of reference, to reposition the tubes and redo the counters for more people to assist at central processing cost $60 K. Staffing can not increase over 30% or you will be fair game for the competition to steal your business. Work processes can be changed as long as they do not negatively effect cycle time or quality. You must lean on the support of the management tem to introduce and maintain this deep level change. 

ASSIGNMENT
You are a self-directed work team that drives the lab.  You have been asked to work together to derive plan.   Prepare a business plan for how you are going to trim waste, change processes, purchase enabling equipment, and rearrange priorities to achieve this 20% efficiency and cost improvement. This will require more out of the box thinking than ever before.  You must use the tools you have learned from the team training and reengineering to create a credible plan. Remember, the success and future the Lab may rest in your decisions. If other hospital departments or medical staff are going to have to make accommodations for your changes, you must show how they will be convinced to make the changes. Don’t be surprised if there is a shift in the situation at the middle (change happens) of your plan development.  At the end of the session you will have to pick a presenter to explain your plan to rest of the groups.  You will be judged more on how well your team process was exercised than the outcome of the presentation.
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