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I
n June 2016, Red Tr iang le  Hea lth
(RTH), a three-hospital  nonprofit
health system in the San Francisco
Bay Area, had six weeks remaining
b e fore  t h e  Joi nt  C om m i s s i on’s

(TJC) return to one of  their hospitals. Ear-
lier that year, in Februar y 2016, TJC cited
s e r i o u s  re c u r r i n g  d e f i c i e n c i e s  i n  RT H’s
outsourced acute dialysis ser v ice. Insuffi-
cient improvement on the imminent TJC
follow-up sur vey risked devastating conse-
quences to RTH’s accreditation and fund-
i n g  s t at u s  w it h  t h e i r  l a r ge s t  p aye r ;  t h i s
could also tarnish their reputation for high
qu a l it y  a m on g  t h e  m e d i c a l  c om mu n it y.
Their challenges included:
•   a  combat ive contracted prov ider ;
•   lack of  effect ive program and clinical

leadership at  the helm; and
•   misalignment between ser v ice opera-

t ions, RTH leaders’ per formance

expect at ions, and the contracted
prov ider’s  abi l it y and w i l l ingness to
deliver.
The high stakes compelled RTH executives

to  fo cu s  re s ource s  on  t hei r  top  pr ior it y :
succe s sf u l  comple t ion  of  t he  i mp endi ng
sur vey. With urgency and clarit y, RTH lead-
ership embarked on a  mission to restore
quality and safety standards in acute dialysis.
Six weeks later, and against the odds, RTH
earned a no deficienc y sur vey outcome.

Af ter  sur vey complet ion, RTH leaders
continued building on their success. Seeking
to maximize the benefit to their organization
and patients, they achieved a holistic trans-
formation of  their dialysis service that saved
the health system more than $7.9 mi l l ion
in cost  avoidance over three years.

This case study highlights the conditions
crit ical  to RTH’s qualit y turnaround and
dialysis transformation. Although RTH had
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This case study examines maximizing value whi le minimizing waste.
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not adopted lean when they under took the
transformat ion, their  approach embodies
the lean management core concept of  max-
imizing value whi le minimizing waste.

Problems
Acute dialysis  at  RTH was a mult i-campus
ser v ice prov ided on-site  by a  contrac ted
s er v ice  prov ider, Kidne y  C are  Comp a ny
( KC C ) . T h e  s e r v i c e  h a d  b e e n  r u n n i n g
u n c h a n g e d  for  n e a r l y  a  d e c a d e  u n d e r  a
l e g a c y  s e r v i c e  a g re e m e nt  t h a t  h a d  n o t
evolved even with market changes and pro-
gram grow th. A data and operations rev iew
and the 2016 TJC sur vey i l luminated sig-
nificant performance and qualit y gaps that
both the hospital and the contracted ser vice
prov ider had fai led to mit igate or correct.

Lack of management oversight. KCC sup-
pl ied an oper at ions manager  and charge
nurse to the hospital as part of  their ser v ice
agreement, whi le an RTH nursing director
was account able for the contractor’s  per-
formance. However, as  a  result, there was
no program oversight or day-to-day oper-
at ional  management. The contracted KCC
nurse manager oversaw 13 hospitals spread
a c r o s s  a  1 1 0  s q u a re  m i l e  t e r r i t o r y  a n d
allotted only two hours of  support per week
to  e a ch  hos pit a l . T he  KC C  cha rge  nu rs e
managed dai ly  scheduling and treat ment
a s s i g n m e nt s  b u t  h a d  l i t t l e  p o w e r  o ve r
program or operational management. RTH’s
nursing director only managed the admin-
istrative aspects of  the ser v ice due to a lack
of  fami liarit y w ith dialysis  cl inical  care.

With no effective program management,
indiv idual  physician preferences dict ated
service operations and cost the health system
millions in avoidable expenses. For example,
the average durat ion of  dialysis  treat ment
was 25 percent longer at  RTH compared to
the industr y average for acute treat ments.
Ad d i t i o n a l l y, d ay  o f  d i s c h a r g e  d i a l y s i s
(D ODD), which measures the percent of
patients receiving treatment on the day they
are discharged f rom the hospital, averaged
80 percent, a $1.46 million annual expense,
whereas the industr y aims for D ODD close
to zero.

As  t he  prog r a m  h ad  double d  i n  t h re e
ye a r s , u n s u s t a i n a b l e  g r o w t h  w o r s e n e d
u n d e r l y i n g  i n e f f i c i e n c i e s  a n d  s t r a i n e d
resources. O ver work and low mor a le  led

to dialysis  nurse attrit ion. The number of
ful l-t ime, par t-t ime, and per diem dialysis
nu r s e s  s up p l i e d  by  KC C  d rop p e d  by  4 0
percent between December 2015 and June
2016. The remaining staff  compensated by
work ing longer shif ts  — 13–17 hours on
average — which risked increased cl inical
errors, st aff  burnout, and cost.

D i sengaged  c l i n i c a l  l e ade r sh i p .  T h e
dialysis  medical  director oversaw clinical
oversight of  qualit y of  care and outcomes
of  p at i e nt s  s e r ve d , w h i l e  s e r v i n g  a s  t h e
conduit to the rest of the medical community
including other nephrologists  prescribing
d i a l y s i s  t re a t m e nt s . KC C  s u p p l i e d  t h e
medic a l  di rec tor  as  p ar t  of  t hei r  s er v ice
agreement. Prior to the poor sur vey out-
comes, the medical  director was unaware
that he was account able to the hospit al  for
any aspect  of  the dialysis  ser v ice.

Stra ined  cont ractor  re la t ionsh ip.  T he
relationship with KCC became strained fol-
lowing the 2016 TJC survey. KCC responded
c o m b a t i ve l y  t o  RT H  l e a d e r s’ re p e a t e d
re q u e s t s  f o r  p e r f o r m a n c e  a n d  q u a l i t y
improvements. The partnership had become
unprofitable for the contractor due to their
outdated pricing schedule that had not kept
pace w ith the market, and they were eager
to exit  the relat ionship. In July 2016, KCC
issued a 30-day notice of  service termination
that coincided with TJC’s follow-up sur vey
w indow.

Lack of strategic alignment. Dialysis was
an essent ia l  ser v ice  suppor t ing the RTH
health system’s major service lines including
the cardiovascular and neuroscience centers
of  excel lence. However, RTH fai led to pri-
oritize strategic planning and performance
management of  the outsourced ser v ice. As
a result, ser v ice operat ions and outcomes
were misal ig ned w ith the health system’s
expectations for qualit y, safet y, and ser vice,
and KCC’s abi l it y and w i l l ingness to meet
these expect at ions.

Process
Key stakeholders included the chief  admin-
istrative officer, the chief  nursing executive
(who was also the engagement sponsor), the
director of quality and safety, and the hospital
director managing operations in the dialysis
treatment units. In their first strateg y and
orientation meeting, it was clear the serious
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and recurring deficiencies cited by TJC were
known to RTH nursing leaders for months,
perhaps years. A facilit y tour, deep dive into
data and operations, audits of  dialysis treat-
ments and documentation, participation in
business meetings, and interviews with front-
line hospital staff  (nurses, case managers,
unit secretar y, and the hospital’s infection
pre vent ion  m a n ager )  were  comple te d  to
assess what corrective actions had been taken
and whether they had worked. Because the
dialysis  team knew their operations best,
indiv idual and group inter v iews with all  15
staff  members helped name problem areas
a n d  s o u rc e  p o t e nt i a l  s o lut i o n s  a n d / o r
improvements on prior failed corrections.1

Most importantly, RTH nursing and opera-
tions leaders became entrenched in the 24/7
dialysis ser v ice, perhaps for the first t ime,
to fully understand it  and its criticalit y to
the health system.

Solutions
First things f irst: Delay partner separation.

It  was clear the health system needed a new
d i a lys i s  p a r t ner. Howe ver, it  wou ld  t a ke
more than 30 days to select, contract, and
transit ion to a new par t ner. Addit ional ly,
the transit ion would not be possible w ith
the imminent sur vey. With a clear definition
of  value, hospital leaders prioritized sur vey
re a d i n e s s  a n d  s u c c e s s f u l l y  n e got i ate d  a
nine-month postponement of  ser v ice ter-
mination. They achieved this feat by making
a market adjustment to KCC’s contract rates
that equated to a 70 percent increase. As a
result, tensions eased sufficiently, al low ing
for  account able  sur vey prepar at ion w it h
the hospit al  assuming primar y ow nership
in al l  areas except personnel  f i les  for the
dialysis  st aff.

Achieve survey readiness. To jump-start
the momentum through quick w ins and to
engender trust with the dialysis team, lead-
ership tack led physical  faci lit y issues first:
•   Decluttering , organizing , and cleaning

the supply room and treat ment rooms
was accomplished through a 5S-like
process, par levels  and a kanban-l ike
system for supply management was
implemented to el iminate waste. These
updates brought the physical  space
into compliance w ith infect ion control
policies  and st andardized supply

order and scheduling act iv it ies. Light
cosmet ic updates enhanced the env i-
ronment and had the effect  of  uplif t-
ing the team’s spirits, as  they t y pical ly
spent over 12 hours in those rooms.

•   An auto-lock ing spring was inst al led
in the medicat ion storage door to
minimize the possibi l it y of  noncom-
pliance due to human error, as  regula-
t ions require medicat ions to be stored
behind double locks.
Simult aneously, they addressed inf r a-

structure issues (i .e. , process and systems
problems). A workflow analysis, or par t ial
value stream map, was created w ith phy-
sic i a ns , hospit a l  op er at ions  le aders , a nd
dia lysis  st aff  to  ident if y  root  c auses  and
d e s i g n  s o lut i o n s . Wh e re  p o s s i b l e , RT H
implemented systemic changes, which alle-
v i at e d  mu c h  of  t h e  d ay - t o - d ay  f r i c t i on
between hospit a l  and dia lysis  teams and
pre vente d  ne w, u nde s i r a ble  h a bit s  f rom
forming over t ime. For example, the elec-
tronic medical  record physician order set
u s e d  t o  o r d e r  d i a l y s i s  t re a t m e nt s  w a s
modified f rom f ree text  format to numeric
format to avoid overly general  orders that
were confusing and easy to misinter pret.
Establishing daily huddles between hospital
and dialysis  st aff  opened the channels  for
regular communication and joint issue res-
olut ion. Huddles ser ved as a  forum where
staff  discussed needs, concerns, opportun-
ities for improvement, and daily scheduling
whi le also educat ing st aff  on polic y, pro-
gram, and hospit al  updates.

Plan for  susta inabi l i ty : In f rastructura l

integration. To sustain compliance, hospital
leaders integrated dialysis  operations w ith
existing initiatives, processes, and systems.
For example:
•    Infection prevention leaders had been

conducting rounding (i.e., the health-
care equivalent of  gemba walks)
throughout the hospital facilit y for
months. Their goal was to remedy
issues as they arose and to engage with
frontline staff  face-to-face in their work
env ironments. RTH expanded rounding
to encompass the dialysis treatment
rooms to better integrate dialysis with
the hospital’s qualit y, safet y, and ser v ice
enhancement activ ities.

•   RTH centralized personnel  f i les  for
dialysis  st aff  w ith the HR record-
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keeping office that  managed employee
fi les  for al l  other contract  st aff  and
had a wel l-est ablished process for
keeping records updated, a  cited defi-
cienc y in the dialysis  ser v ice.
Operations and clinical leadership. While

mo s t  op er at ion a l  i s sue s  c a n  b e  re s olve d
without the addition of  more staff, given the
2016 sur vey experience, the health system
felt  it  pr udent  to  employ an exper ienced
dialysis operations manager who was familiar
with pertinent regulations and would appro-
pr iately  represent  and protec t  the hea lth
system’s interests. A custom job description
was created for the new role and RTH recruited
a highly experienced certified nephrolog y
nurse to lead the multi-campus dialysis oper-
ations. Similarly, the health system appointed
an aligned and collaborative medical director
to supply medical super v ision and clinical
oversight of  dialysis services delivered across
the health system.

New vendor partnership.  Upon sur vey
completion, RTH evaluated options to replace
t h e  cont r a c t  s e r v i c e  prov i de r  i n c lu d i ng
keeping the status quo (i.e., continuing with
KCC at the new contract rates), partnering
with a different dialysis prov ider, and inter-
nalizing the service. A business case analysis
indicated internalizing the ser v ice would
be cost  prohibit ive and it  would increase
the health system’s liabilit y for supporting
nurse education, training, and competencies
in the niche specialt y of  dialysis. Partnering
with the physicians of  the dialysis steering
group in the decision-making and transition
process, RTH chose to contract with a new
dialysis partner, a large, for-profit, dialysis
provider that had attained TJC certification
for its  hospital  business l ine. With a pre-
eminent reput at ion and the advant age of
s c a l e , t h e  n e w  p rov i d e r  w a s  p o s i t i o n e d
favorably for staff procurement and retention.
RTH’s new service agreement specified expec-
tations for staffing suppor t, performance
improvement, professionalism, shared per-
formance risk, and contingenc y planning.

Conditions for transformational success
Strategic clar ity and al ignment. Strategic
clarity and alignment across the organization
and physician engagement were conditions
e s s ent i a l  to  RT H’s  long - ter m  su cce s s  of
maximizing benefits  for the organizat ion

and pat ients. In less  than three years RTH
transformed their dialysis ser vice. The 2016
TJC sur vey irrefut ably demonstrated that
the dialysis service was essential and valuable
to the RTH health system. Organizat ional
leaders acted upon this clarity to strategically
align the enter prise value chain such that
improvements in dialysis performance were
t ied to the health system’s strategic goals:
In 2017, RTH prov isioned adjunct health
system and external  resources to suppor t
t he  pro g r a m , a nd  i n  2 0 1 8 , t he y  adde d  a
dialysis  key per formance indicator to the
system dashboard and l inked it  to annual
per formance incent ives for al l  employees.

Key stakeholder engagement. Hospit al
e xe c ut i ve s , i n c lu d i n g  t h e  c h i e f  nu r s i n g
of f i c e r, re m a i n e d  e n g a ge d  w it h  d i a l y s i s
op e r at i on s  t h ro u g h o ut  t h e  p o s t - s u r ve y
t r a n s f o r m a t i o n  p e r i o d . He a l t h  s y s t e m
leaders also st ayed abreast  of  progress v ia
monthly execut ive repor ts.

Involving independent physicians in per-
formance improvement, however, required
creativ it y. After multiple fai led attempts to
engage mission-crit ical  nephrolog ists  —
the physicians most impacted by program-
matic challenges — physician participation
was secured by creating the dialysis steering
group. This group const ituted a strategic
planning and adv isor y counci l  that  would
guide RTH’s dialysis  strateg y and strateg y
execution. It included representatives from
all the nephrolog y medical groups, hospital
operat ions, the dialysis  medical  director,
a n d  RT H  e xe c ut i ve  l e a d e r s h i p. L e a d i n g
w ith transparenc y, RTH leaders used the
forum to share k nowledge about business
per formance and strategic priorit ies  that:
•   helped dispel  misconcept ions of  prof-

it abi l it y ;
•   increased awareness of  the impact of

nonst andard process and procedure,
which of ten occurred at  the request  of
physicians;

•   involved physicians in per formance
improvement t act ics  to regulate pro-
jected financial  losses; and

•    facilitated joint accountabilit y and
planning for the future of  acute dialysis.

Conclusion
In June 2016, RTH was at risk of  losing their
accreditat ion status, funding , and untar-
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nished reput at ion if  they did not correct
serious noncompliance issues in their out-
s o u rc e d  a c u t e  d i a l y s i s  s e r v i c e . RT H
executives placed paramount impor tance
and urgency on restoring qualit y and safet y
standards to achieve successful completion
of  t he  i mp endi ng  T JC  fol low - up  su r ve y.
With this clarit y, RTH leaders at  al l  levels
o f  t h e  o r g a n i z a t i o n  a c t e d  t o  s u p p o r t  a
common objective and, against the odds,
overcame sig nificant systemic chal lenges
to achieve a “no deficiency” sur vey outcome
in six weeks.

T h e  2 0 1 6  s u r ve y  e x p e r i e n c e  g r a nt e d
RTH the g if t  of  clar it y  on the va lue of  the
acute dialysis  ser v ice to the health system.
To  t hei r  c redit , RT H  execut ive s  bui lt  on
their momentum by strategical ly investing
in infrastructure and continuous improve-
m e n t  t h a t  c o n t r i b u t e d  $ 7 . 9  m i l l i o n  i n

sav ings to the hea lth system in less  than
three years.

Lean management is ubiquitous in health
care. However, to reap ful l  benefit  f rom its
applicat ion, organizat ions must have and
communicate unequivocal clarity in defining
value, a foundational principle of  lean man-
agement. Only with such clarit y can leaders
at ever y level of  an organization take action
to maximize it directly or contribute toward
maximizing it .

Today, RTH’s acute dialysis ser vice main-
tains high qualit y, and safet y continues to
receive accolades from third-party surveyors.
RT H  c o nt i nu e s  t o  p u r s u e  p e r f o r m a n c e
improvements that maximize value. n

NOTES
1  Ga lp in ,  T. ,  Connect ing  cu l tu re  to  o rgan iza t iona l

change, Human Resources Magazine (Mar 1996):
84–90.

44 COST MANAGEMENT                                                                                                             JANUARY / FEBRUARY  2021                                                        MAXIMIZING VALUE




