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Designed to bring together the most dynamic minds in health 
care, the CEO/Innovators Roundtable serves as an open and 
robust forum to debate the latest challenges and opportunities 
facing the industry. Over two days, health system and health 
plan leaders, physician-group leaders, medical practitioners, 
technologists, and health policy experts shared their unique 
insights, discoveries, opportunities, and challenges as they 
strive to transform the industry.

A new administration in the White House increased 
uncertainty about the trajectory of health reform. What new 
regulations, or deregulation, will bring is unknown, but this 
lack of clarity hasn’t stopped organizations from innovating. 
Leading health systems and academic medical centers, new 
academic medical centers, payers, and tech startups are all 
developing innovative solutions to bring high-quality lower-
cost health care to the United States.

The focus was on “Making Change Happen.” Eight years of 
federal health reform stimulated unprecedented innovation 
in the financing, delivery, and management of health care 
across the country. Yet, many of these innovations fell short of 
their potential because of the massive scale, complexity, and 
rigidity of our health care institutions and markets. And, while 
the cost trend moderated during the recession, it does not 
appear to have flattened permanently. As a result, accountable 

care, consumer empowerment, clinical integration, and many 
other innovations are still very much “in process.”

The two days of the roundtable were divided into five panels, 
each led by a group of panelists who shared their own 
successes and ideas, and who guided the conversation among 
the room full of participants. The five sessions were:

Summaries of the discussions in each of these panels  
appear below.
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Maninder “Mini” Kahlon of Dell Medical School described 
Dell Med’s effort to position itself as a “business model 
innovator” for academic medicine. Dell Med leadership is 
committed to tying innovations to tangible improvements in 
health and diffusing these improvements around the country. 
However, leadership doesn’t believe that dissemination is 
achieved solely by publications, and pursuing NIH grants 
is not Dell Med’s main goal. Instead, they are developing a 
proactive approach to commercializing innovations that are 
ripe for dissemination. As Mini said, “We’re going to select 
and nurture ideas from nurses, front desk staff, operations 
staff, and patients, To succeed, the ecosystem will have to 
be bigger than just us. It will include pharmacists and the 
community, and it will have to address the business model, 
so incentives can be realigned.” 

A thoughtful discussion followed the panelists’ comments, 
centered around four main themes:

Academic health systems and innovation

Participants from several academic medical centers questioned 
whether the diverse interests and diffuse cultures of AMCs could 
support transformational innovation. One participant emphasized 
the importance of aligning institutional and physician interests: 
“We can’t develop cost-saving innovations if it causes our 
physicians to lose money.” Another participant acknowledged 
that while faculty members are natural innovators in their fields, 
it is hard to identify the “innovative ecosystem” in AMCs. Nath 
of Stanford asked whether AMCs’ appetite for innovation may 
outstrip their ability to deliver. As he said, “We had so many 
different ‘Stanford apps’ that it confused patients and ourselves, 
and we lost control over our ability to launch new ideas.” A 
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The challenges academic health system 
cultures face in encouraging innovation

The importance of getting patients and 
users involved in innovation

The need for top leadership to  
lead innovation

The question of how closely tied  
health system venture units should  
be to operations

Michele Chulick  
Former President, Children’s Health System of Texas Ventures

Todd Dunn
Director of Innovation, Intermountain Healthcare Transformation Lab, 
Intermountain Health

Maninder Kahlon, PhD
Vice Dean for Strategy & Partnerships, University of Texas,  
Dell Medical School

Pravene Nath, MD
Former Chief Digital Officer, Stanford Health Care

Panelists began by describing their views of innovation and 
the factors they think contribute to its success. Todd Dunn 
of Intermountain Healthcare noted that innovation requires 
empathy and curiosity. While most health care providers 
have great empathy, innovators must embed empathy in their 
products and services by getting as close to their customers 
as Pixar does with its movie-making or Procter & Gamble does 
with its “Living It” program. (P&G employs ethnographers 
to live with “lead customers,” observe how they live their 
everyday lives, and identify their needs first hand.) In a 
comment picked up by others, Dunn contrasted companies’ 
innovation engines with their operating engines and said that 
innovation requires processes to integrate them effectively. 
Dunn cited the innovation process model developed by GE 
FastWorks, based on Eric Ries’ book, The Lean Startup, as 
providing a theory, principles, and tools for accomplishing this.

Michele Chulik emphasized the need for capital and stamina 
to support innovation. At one point, Children’s Health System 
of Texas had 16 TeleNICU sites and over 100 kiosks in 
schools. However, the ROI for these outreach efforts in rural 
areas was not always sufficient to preserve them through the 
Great Recession.

Pravene Nath described an aggressive effort by Stanford Health 
Care to introduce consumer-oriented digital technologies, 
including building a custom patient portal with iOS and 
Android smartphone apps. According to Nath, Stanford 
Health Care learned a number of important lessons from this 
experience: (1) how receptive patients and consumers are with 
a modern and streamlined user experience; (2) how easily 
consumers can get confused by multiple apps launched by 
the same health care organization; and (3) how difficult it is to 
anticipate all the ways consumers will use these apps. 

Leveraging Culture to Propel Innovation
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for nurturing ideas; and (4) the Transformation Zone, where 
leadership makes one or two big bets on the future. The 
implication of Moore’s framework is that incubation is best 
carried out separately from operations, which should be 
focused on performance and productivity. Kahlon of Dell 
Medical School agreed with moving incubation to another 
organization to “let 100 flowers bloom.” However, she felt 
that most innovation should be conjoined with operations. 
And operations itself needs to change. Dell Med has tried 
to move away from the traditional departmental structure 
of medical schools by developing “domains” and initiatives 
within and across departments.

Chulick of Children’s Health System of Texas argued for 
embedding innovation in operations, saying that this helps 
innovators understand sources of value and promotes 
sustainability. Dunn emphasized that innovation teams need 
to link closely with providers, clinicians, and even patients 
at the bedside. “The closer you are to the patient, the better 
off you will be,” he argued. “I report to the chief information 
officer, but I work closely with the chief medical officer and 
chief nursing officer, and we meet regularly because I need 
to get out there and see what they’re struggling with.” Mai 
Pham, former Chief Innovation Officer for CMS, and now VP, 
Provider Alignment Solutions for Anthem, acknowledged this 
tension, but said that CMS decided to embed the Innovation 
Center within the agency in order to build support in that vast 
bureaucracy: “You will have more body scars, but somebody 
in leadership has to advocate and support us.”

The synthesis of this dialectic may be that different types of 
innovation need to occur in different parts of the organization, 
and forward-looking companies should encourage innovation 
across all zones.

Leading from the top

There was widespread agreement that regardless of how 
innovation is organized within a health system, top leaders 
must signal clearly that it is critical to the organization’s 
long-term success – and the health of their patients and 
consumers. If leadership doesn’t establish innovation as 
fundamental to the culture, then innovators will find it 
difficult to achieve meaningful and long-term success. 
“Innovations come in all sizes and shapes,” said Nancy 
Valentine, Associate Dean for Practice, Policy & Partnership 
at the University of Illinois at Chicago College of Nursing’s 
Institute for Health Care innovation. “It really comes down to 
top leadership and how much they want to drive it.”

participant from one of the country’s largest AMCs summed 
up the discussion by contrasting incremental innovation with 
transformation. He described Netflix CEO Reed Hastings’ 
decision to move the company into the content business 
and his commitment of a substantial amount of his time to 
making this happen. While a new medical school such as Dell 
Med has more degrees of freedom, it is difficult to imagine 
an existing AMC leader spending half of his or her time 
spearheading this type of radical transformation.

Involving end users in innovation

A number of participants emphasized the importance of 
involving patients and end users in the innovation process. 
Dunn of IHC described the patients-in-residence in Stanford’s 
“Medicine X” program and emphasized the importance of 
getting people (e.g., Chief Experience Officers) and systems 
in place to understand consumer and patient needs. Dr. 
Rasu Shrestha of UPMC described directly integrating two 
radiologists from the Radiology Department to rotate through 
UPMC’s innovation center in order to put end users in the 
middle of the development process. Kahlon of Dell Med 
emphasized the need to create a balance between physicians, 
front desk people, other users, and entrepreneurs. Nath 
emphasized the importance of user-centered design and the 
need to watch what users do, not just listen to what they say. 
Two participants discussed the tension between the need 
to have physicians at the table and the challenge of getting 
them there. One participant from MGH described the strategy 
the MGH Transformation Lab uses to engage physicians: 
“Physicians don’t like it when you tell them what to do. 
But when you involve them in the beginning, they become 
champions and early adopters.”

Embedded innovation or “skunk works?”

Business organizations have long wrestled with the question 
of whether to embed innovation teams within the business 
and immerse them in the existing culture, or house them 
outside and thus free them to experiment, innovate and 
develop a unique culture. Strong arguments were made on 
both sides of this debate.

Several participants, including a former chief innovation 
officer at an academic medical center, argued that embedding 
teams within operating units guaranteed that because of 
cost constraints, innovation will only be incremental. Nath 
of Stanford described four “organizational zones” posited by 
Geoffrey Moore in his book, Zone to Win: (1) the Performance 
Zone; (2) the Productivity Zone, which supports performance 
and transformation; (3) the Incubation Zone, responsible 
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Dr. Hoangmai “Mai” Pham began by giving her perspective 
on health policy in the Trump administration, saying that the 
American Health Care Act (which was then under discussion, 
but never passed Congress) wouldn’t undermine innovation 
at CMS, but was likely to promote more experimentation in 
Medicare Advantage, drug policy, Medicaid, and other areas. 
However, HHS has a thin leadership group, which makes it 
hard to sustain priority programs. She doubts that the federal 
government will lead the way over the next few years and 
believes it is time for the private sector to step into the breach 
and drive change. Specifically, she believes that value-based 
purchasing will force health systems to move from high-
overhead business models that invest in bricks and mortar 
and depend on volume for profitability to one that is nimble 
and more dependent on outcomes and performance.

Participants’ comments reflected the many uncertainties 
and wide range of experience providers have in taking on 
risk and trying to manage total costs of care. One participant 
contrasted the cost savings from CMS’ Pioneer ACO program, 
which he said was a little over one percent, with the 20 
percent guaranteed savings for bundled payment initiatives, 
and wondered why bundled payments weren’t being pursued 
more aggressively. Another explained that bundled payment 
providers were pursuing three main ways to save money: (1) 
getting people home faster; (2) reducing skilled nursing care; 
and (3) lowering readmission rates, which for some conditions 
and populations exceed 30 percent.

Putting physician providers in decision-making roles is 
important. Some conveners, for example, are narrowing 
networks for skilled nursing providers. But others emphasized 
how difficult it is to change mindsets about how care is 
delivered. Pham described Montefiore, whose entire clinical 
enterprise is in the Pioneer ACO program, as one of only 
a handful of full-risk academic medical centers. However, 
getting there requires major restructuring, and most AMCs 
haven’t decided they want to do this or figured out how they 
would go about it if they did.

Pham also believes that we won’t get significant cost 
reduction without addressing prices. Lynn Nicholas, who 
recently retired as president of the Massachusetts Hospital 
Association, recapped the many efforts the commonwealth 
has taken to try to control costs. When RomneyCare kicked off 
in 2006, the Massachusetts Health Policy Commission set a 

Rob Bessler, MD
Founder & CEO Sound Physicians

John Khoury, PharmD
VP & Director of Clinical Solutions & Strategy, Lumeris

Hoangmai Pham, MD, MPH
Senior Fellow, Duke Robert Margolis Center for Health Policy & Former 
Chief Innovation Officer, CMS Innovation Center

(Note: Following the roundtable, Dr. Pham assumed a new position as 
Vice President, Provider Alignment Solutions at Anthem.)

Panel members and participants broadly agreed that the 
transition to value-based care and “full risk” health care 
payment and delivery systems is underway in the private as 
well as the public sector and is unlikely to reverse course. 
However, this transition is proving to be a long and hazardous 
journey, and the pace of change varies enormously across 
the country. 

John Khoury of Lumeris described the experience of his 
company and that of Essence Healthcare, Lumeris’ St. 
Louis-based “sister” MA plan, as demonstrating the “hyper-
local” nature of health care. “People are at different places 
in their journey,” he said. “The government tried to integrate 
providers and business organizations into ‘pay-viders,’ but 
engaging patients and other provider partners depends on 
local market conditions.”

Dr. Rob Bessler described Sound Physicians’ business of 
managing care in the 90-day window around acute episodes, 
where 50 percent of all health care costs are spent. As a 
national medical group, Sound has 2,500 physicians in 
various specialties affiliated with 200 hospitals in over 30 
states. In 2014, the company made a $50M bet on bundled 
payment initiatives, hiring almost 300 nurse case managers 
to support the effort. “What we like about bundled payment 
models,” Bessler explained, “Is that they encourage hospitals 
to figure out what they’re good at and focus on that.” As a 
result of this commitment, Sound physicians conduct 20 
percent of the care under CMS’ bundled payments program. 
Since post-acute care represents a significant portion of 
episode-of-care costs, Sound’s providers spend considerable 
effort integrating acute and post-acute care experiences. The 
company is also active in educating Washington about what it 
takes to manage costs.

Innovative Responses to Payment Reform
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The rest of this wide-ranging discussion illustrated Pham’s 
comment that we still have a lot to learn about managing the 
cost of care. Subjects discussed included:

 ■ The need for an active base of consumers to help rein 
in costs. (“There’s not enough advocacy: We need 
social media memes to foment outrage.”)

 ■ Willingness to exploit price competition across sites 
of service. (“Dupage Medical Group’s MA population 
costs $3,500 less than the Medicare average, and 
site of service is the whole ballgame.”)

 ■ The challenges primary care providers face in 
controlling the cost of care. (“I don’t see many 
physicians using cost information to decide where to 
send patients to the next level of care.”)

 ■ The way other countries (e.g., Chile) use collections of 
providers working within their communities to manage cost.

 ■ The surprising ineffectiveness of “logical” 
interventions like sending NPs into homes or using 
call centers to help manage care.

 ■ The value of using hospital-based patient advocates to 
promote continuity of care. (“The families of elderly 
patients make the decisions, and if our advocates give 
them meaningful data, they make better decisions.” 
– Bessler)

 ■ CMS’ requirement that providers make deliberate 
decisions to become “conveners” for specific bundles. 
(“This has paid off in many different ways.” – Pham)

 ■ Socioeconomic determinants of behavior and 
health care costs. (“In Detroit, we struggled to get 
readmission rates down from 30 percent to 22 
percent; in Palm Springs, it is seven percent.”)

 ■ The benefits of technology. (“In 2004, we brought 
clinical pathways into the software we used to manage 
workflows. We’ve constantly refined this app, and we 
now know what a good workflow looks like. We have 
come to believe in KISS – keeping it simple, stupid.” 
– Bessler)

 ■ The mirage of technology. (“A lot of technology is 
fluff. Providers need to sift the wheat from the chaff. 
When people say, ‘We want to go mobile,’ I always 
ask, ‘Why?’”)

goal to move the commonwealth to global payments. Eleven 
years later, the program is lagging behind this goal with 38 
percent of payments risk-based (primarily through Blue Cross 
Blue Shield of Massachusetts’ Alternative Quality Contract). 
The commonwealth now has two separate commissions that 
are considering controls on prices or total medical expenses. 
Nicholas believes that nearly all Massachusetts hospitals 
would move to full-risk value-based payments if required to 
do so. “They don’t like fee-for-service,” she said. “Legislative 
targets would cause them to switch.”

As progressive as Massachusetts’ hospital executives may 
be, most health care providers are guarding their current FFS 
business models. A former academic medical center executive 
from Michigan argued that in his state most hospitals publicly 
embrace a value-based future, but privately they are sticking 
with fee-for-service until the entire system changes. It’s 
simply too risky to do otherwise. “Hospitals won’t go there 
without systemic change,” said one hospital executive.

Some participants argued that health systems should follow 
the examples of Intermountain, Henry Ford, Sentara, and 
others that have value-based ecosystems with owned health 
insurance plans. In theory, this aligns health systems’ 
business model with their care model. In practice, though, 
unless the plans control a large portion of the care delivered 
by the provider system and risk is pushed down to providers, 
owning a health plan doesn’t motivate the provider system to 
invest capital in care management technologies.
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and find physicians and other care providers. While primary 
care physicians form the hub of the care team and are 
consumers’ most trusted advisors, they often don’t know 
whether their patients are compliant with their protocols or 
not. And, while specialist providers talk to patients, they 
often treat them like conditions rather than people. Health 
assistants, on the other hand, build trusted relationships and 
know what consumers are doing and what they need. They 
can explain treatment options and the cost implications of 
different treatments. A recent analysis Accolade conducted 
showed they can drive down per member per month health 
care costs by 15 percent while dramatically improving customer 
satisfaction. Stoddard said Accolade’s Net Promoter Scores 
using Bain & Company’s methodology are in the high 70s.

Rachel Winokur, Chief Business Officer of Bright Health, 
described her company’s new health plan, which was co-
founded in 2015 by Bob Sheehy, former CEO of United 
Healthcare, Kyle Rolfing, and Tom Valdivia. Rolfing and 
Valdivia were co-founders of Definity Health, the pioneering 
consumer-directed health plan that United Healthcare 
acquired in 2004. Bright Health offers health insurance 
directly to consumers through exclusive partnerships with 
a single health system in each market and works in concert 
with these “Care Partners” to deliver high-quality care and 
share in the savings. Bright Health’s first market is in Denver, 
where its Care Partner is Centura Health, and the company 
is engaging members on several fronts, including cash 
payments and free primary care visits for participating in 
wellness activities. 

Finally, Dr. David Tsay, New York Presbyterian (NYP)’s 
Associate Chief Transformation Officer, explained that 
consumers are looking for simplicity, timeliness, and price 
transparency. (“Today,” Winokur interjected, “They don’t 
even know who to pay!”) Back in 2015, NYP wasn’t ready for 
digital health. They weren’t focused on consumer use cases, 
pilots, or sponsors. Instead, they were focused on building 
infrastructure – getting everybody on EPIC, mapping out 
provider care models and work flows, and hiring front-end 
nurse care managers.

In 2017, however, consumer expectations are much 
higher than they were two years ago. Tsay described NYP’s 
experience with “NYP OnDemand,” a suite of digital health 
applications that enables patients to find NYP physicians, 

Molly O’Neill
Chief Commercial Officer, Proteus Digital Health

Jack Stoddard
Chief Operating Officer, Accolade

David Tsay, MD, PhD
Associate Chief Transformation Officer,  
New York-Presbyterian Health System

Rachel Winokur
Chief Business Officer, Bright Health

The third panel focused on how health care companies can 
connect with consumers to drive change. Molly O’Neill, Chief 
Commercial Officer of Proteus Digital Health, kicked off the 
discussion by observing that digital technologies themselves 
are evolving from products to engagement. Engaging 
consumers requires companies to understand how health 
care fits into their lives and the lives of their families and the 
relationships between “life flow, work flow, and funds flow.” 
“Patients spend 99 percent of their time outside hospitals 
interacting with families and friends, and we need to engage 
them all in helping to manage health,” especially for patients 
with chronic conditions.

Proteus has developed a very small ingestible sensor 
that transmits data to a consumer’s mobile device. Poor 
medication adherence is a major problem that leads to 
illness, return visits to the hospital, and poor health, and adds 
considerable excess costs ($290 billion annually, according to 
one study). Proteus’ system alerts authorized parties if doses 
have been missed and helps patients, families, caregivers, 
and providers ensure that medicine is being taken at the 
right time. In Proteus’ business model, patients own the data 
generated by their sensors and decide whom to share it with. 

Jack Stoddard, COO of Accolade, described his company 
as an on-demand health care concierge for employees and 
dependents. The 10-year-old company sells its services 
primarily to self-insured employers like Lowes, Hewlett-
Packard, and Comcast, to help their employees and 
dependents navigate their health coverage and care. The 
company employs Accolade Health Assistants (mostly social 
workers and nurses) who are health plan experts and work via 
a mobile app and telephonically to understand consumers’ 
health needs, help people understand their benefit options, 

Designing Health Care for the Consumer
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them: “Consumers aren’t one big blob. Low-income people 
may see these tools as frightening.” Both O’Neill and Winokur 
replied that most Medicaid and low-income commercial 
patients have Internet-connected smartphones (close to 90 
percent, according to Winokur). O’Neill characterized mobile 
as “a great equalizer.” Both Proteus and Bright Health have 
full-function iPhone apps that patients use to monitor their 
activities. For those who don’t have smartphones, both 
companies provide iPads to run their apps.

Another participant asked how companies were engaging 
behavioral and mental health patients. Stoddard replied 
that Accolade’s clinical model includes medical, behavioral, 
and social services. Tsay of NYP said that mental health is 
one of NYP OnDemand’s most frequently accessed services. 
NYP provides 24/7 coverage for behavioral health, and while 
its goal is to connect people with local resources, smaller 
hospitals sometimes have difficulty meeting these service 
standards, so NYP professionals often provide video telehealth 
consultations. He sees significant clinical advantages to 
having a digital platform that can track behavioral activities 
over time, rather than just episodically.

O’Neill described Proteus’ joint initiative with Otsuka 
Pharmaceutical to link Otsuka’s antipsychotic drug Abilify with 
Proteus’ medication tracking system. The ABILIFY-MYCITE 
“digital medicine system,” comprised of a pill, a wearable 
sensor patch, and a smartphone app, provides objective data 
about patients’ ingestion of Abilify and their activity level to 
patients and caregivers whom patients authorize to view the 
data. This system is not only popular with psychiatrists who 
value the objective data about the drug they’re prescribing, 
but O’Neill says it has also proved popular with patients. She 
quoted one patient as saying, “I don’t need my parents to be 
drug police any longer. I got them back as parents.”

Another participant asked about wellness initiatives, and both 
Stoddard and Winokur replied that ROIs were not sufficient 
to support general wellness and prevention monitoring. 
“People care about health care when they’re sick,” said 
Stoddard. Tsay agreed, characterizing health care as a 
“negative good,” and said the challenge is moving health 
care from an episodic to an ongoing concern. In his view, 
digital engagement can help accomplish this. O’Neill agreed, 
noting that continuous feedback helps establish this level of 
engagement. “My bank sends me information every morning. 
They earn my engagement. Health care companies need to 
bridge to patients, not ‘capture’ them. Once they get there, 
the ubiquity of digital will be self-sustaining.” One participant 
expressed the hope that “meaningful use” requirements will 
stimulate the creation of APIs that enable many more apps to 
communicate with each other and combat fragmentation.

schedule appointments, pay bills, and, increasingly, receive 
care. Today, patients/consumers can receive a Digital Second 
Opinion and schedule Digital Follow-Up Appointments. With 
NYP OnDemand’s Digital Emergency and Urgent Care app, 
patients can elect to see a physician virtually using real-time 
video instead of waiting to see a doctor at the ER. Given 
the choice, according to Tsay, most people prefer telehealth 
visits. Not only has this service received high customer-
satisfaction marks, but average wait times in the ER dropped 
from 2.5 hours to 32 minutes. NYP’s long-term goal is to 
“build a digital footprint” on consumer phones and desktops. 
Getting this footprint built quickly is important since, as one 
participant observed, millennials want services to be even 
faster and cheaper, and they have little or no brand loyalty.

A broad-ranging conversation with panelists and participants 
followed. Stoddard made the important point that whoever has 
the financial risk has the greatest incentive to focus on the 
consumer. Payers today try to use consumers to make lower 
cost choices that pressure providers. But Winokur of Bright 
Health said that most health plans were passing along risk to 
consumers without giving them tools to manage it. “They’re 
giving consumers a ‘frozen carrot.’” As health systems take on 
more risk, they must get much better at engaging consumers. 
However, as one participant observed, engaging consumers 
is a privilege, not a right. Whoever is trying to engage them 
needs to earn their trust.

Several participants commented that different consumers 
have different needs, and that segmenting the market is 
an important step in designing consumer-driven services. 
O’Neill replied that while segmentation was important for 
developing single-point solutions, Proteus was focused on 
developing a “platform” like Amazon or LinkedIn that would 
work with many different medications and conditions. “We 
see this as a 30-year journey for our company aimed at every 
pill consumers take.” Stoddard agreed with the concern 
about proliferating single-point digital solutions. As he said, 
“The average person doesn’t think about health care very 
much. You have to be available when they need you.” He 
said Accolade health assistants have an ongoing relationship 
with consumers, and because of this, they can curate other 
solutions, resources, and tools. “People don’t know what to 
ask for. We train our people to listen first. Then we can build 
trust and develop services around their needs.” Tsay agreed 
with the idea of maintaining continuous engagement and 
sees this as something NYP is trying to do: “Information is 
exploding, and channels are shrinking. We have to integrate 
forward into this.”

One participant brought up the Medicaid population, 
wondering whether digital engagement tools will work with 
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 ■ Efforts to predict mortality from red blood cell count 
data that produced a dozen new findings related to 
cardiovascular disease

 ■ A collaboration with Stanford on predicting recurrence 
of breast cancer

 ■ Identification of new indicators and process 
improvements for some of Intermountain’s existing 
standardized care processes

 ■ Early stage efforts to improve cost per member per 
month (pmpm) and risk-score prediction for health 
plan members

In addition, Intermountain is an investor in Zebra Medical 
Vision, Ltd., a leading AI/ML company in medical imaging 
interpretation.

Ayasdi’s co-founder and CEO, Gurjeet Singh, spoke next. In 
his view, AI/ML until now has been focused on perception – 
pattern recognition, where you know where to look. Singh is 
committed to expanding AI/ML’s functionality to discovery 
(looking for things you don’t know to ask about), prediction, 
justification (scientific “proofs”), and active participation 
(learning over time). His goal for Ayasdi is to become an “AI-
first company” with a growing ecosystem of users who build 
their AI/ML applications using Ayasdi’s tools.

Singh stressed the need for more and better use cases. He 
sees a huge gap today between developers and users of 
clinical management guidelines and protocols. He gave two 
examples of successful applications of AI/ML by users:

1. A health system in St. Louis that used the Ayasdi 
platform to identify a drug being used by a few 
physicians that helped post-surgical patients 
ambulate faster – but wasn’t picked up in any 
protocols; and

2. (A pharmaceutical company that was able to identify 
a subpopulation of patients that demonstrated a 
differentiated mechanism of action for their drug 

In his remarks, Shahram Ebadollahi, Chief Science Officer of 
Watson Health, reinforced Shrestha’s observation that health 
care organizations around the world are adding enormous 
amounts of structured and unstructured data every day to 

Shahram Ebadollahi, PhD
Vice President, Innovation & Chief Science Officer, IBM Watson Health

Lee Pierce
Chief Data Officer, Intermountain Healthcare

Rasu Shrestha, MD
Chief Innovation Officer, University of Pittsburgh Medical Center (UPMC)

Gurjeet Singh
CEO, Ayasdi

Dr. Rasu Shrestha of UPMC led off this discussion by 
describing the magnitude of “big data” UPMC Health Plan is 
generating – 28 petabytes of data per year from 3.2 million 
members and 62,000 employees. And the amount of data 
generated is doubling every 18 months. UPMC is currently 
working on data ontologies and dictionaries to “connect 
the dots” and enable greater interoperability across the 
various parts of the health system. “But data is not enough. 
The insights are what we need. How do we get them? How 
do we make them actionable at the point of care? How do 
we incentivize behavior change?” This is where Artificial 
Intelligence and Machine Learning (AI/ML) have the potential 
to revolutionize health care. Shrestha believes AI/ML is at an 
inflection point and will be extremely impactful in extracting 
insights from all this data.

Lee Pierce, Intermountain’s Chief Data Officer, started off 
by citing his company’s new mission – helping people live 
the healthiest lives possible. Like UPMC, Intermountain 
owns a large health plan and has access to data from many 
different sources. His responsibilities encompass data 
organization, quality, and stewardship. His main concern, 
though, is leveraging data for useful work that contributes to 
the mission. Pierce recounted Intermountain’s long history of 
working with data, from Dr. Homer Warner’s initial efforts to 
structure medical knowledge to Dr. Brent James’ well-known 
work over a quarter-century to operationalize and improve 
quality of care.

In Pierce’s view, there has never been a more profound 
convergence of data and tools than we have today with “big 
data” and AI/ML. Intermountain has partnered with Ayasdi on 
a number of AI/ML projects, including:

Artificial Intelligence. How is it Being Leveraged Within Health Care?
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Panelists and participants went on to describe other fertile 
areas for applying AI/ML to health care, including:

 ■ A joint venture between Medtronic and IBM Watson 
Health to help diabetes patients manage their glucose 
levels more consistently (Sugar iQ)

 ■ Image analysis in aortic stenosis and skin lesions, 
where machines have proved more accurate than 
physicians in some settings

 ■ A diabetes prediction pilot that Intermountain 
conducted with CognitiveScale, an IBM Watson 
Health spinoff

Participants also identified other potential areas where AI/ML 
applications would be welcome – e.g., wellness and order set 
management.

Despite all this promise, the challenge of implementing 
AI/ML technologies in EHRs and physician workflows 
is real. “Lack of data fluidity,” in Ebadollahi’s words, is 
a major obstacle. One solution is a huge unified cloud-
based data set, but this seems unlikely. Another approach 
is the use of Fast Healthcare Interoperability Resources 
(FHIR) and Substitutable Medical Applications and 
Reusable Technologies (SMART) to promote development 
of interoperable APIs that connect applications and 
stakeholders. But none of this will be easy or quick. Pierce 
described the challenge Intermountain dealt with in 
migrating eight of its 56 care process models from its legacy 
EHR to Cerner, which doesn’t approach the complexity of 
implementing AI/ML in clinical operations.

our knowledge base, including images, audio, patient data, 
pharmacy data, electronic health records, self-reports, claims, 
and much more. A decade ago, IBM scientists projected that 
by 2020, we would have 44 zettabytes (billions of terabytes) 
of health care data. Today, in cancer alone, there are as many 
as 160,000 research papers that could affect care protocols, 
depending on a patient’s specific genetic mutations. But 
doctors can’t read more than 400 scientific papers in a year. 
Only AI (what Ebadollahi calls “Augmented Intelligence”) 
can discover potentially relevant treatment options in 
all that data. And, as Watson for Oncology (IBM Watson 
Health’s oncology initiative) learns more, it gets better at 
recommending therapeutic regimens. A concordance analysis 
conducted at the UNC Lineberger Comprehensive Cancer 
Center and published in Oncology found that Watson agreed 
with physicians in 99 percent of cases, but also identified 
additional therapeutic options beyond what the physicians 
recommended in 30 percent of the cases. This level of 
performance, he believes, has the potential to “democratize” 
cancer care, giving patients in India, Thailand, or China 
access to the same precision medicine as UNC or Memorial 
Sloan-Kettering patients. 

Like Pierce of Intermountain, Ebadollahi sees several trends 
converging to make AI/ML a key component of medical care 
in the future. Data itself is exploding, including patient-
initiated data that were never collected in the past. The scale 
of computing capability continues to track Moore’s Law (more 
or less). AI/ML applications are maturing, and error rates are 
declining in mature areas like speech recognition. Finally, 
the shift to value-based care as a matter of national policy is 
placing more emphasis on outcomes than ever before. The 
combination of these trends, in his view, will usher in the 
“Second Machine Age” predicted by MIT researchers Erik 
Brynjolfsson and Andrew McAfee in their 2014 book. IBM 
Watson Health is well-positioned to play a major role in this 
revolution. With the addition of Truven Health Analytics, it 
now has over 7,000 employees organized in five areas: (1) 
Life sciences & drug discovery; (2) Oncology and genomics; 
(3) Imaging; (4) Value-based care; and (5) Government health 
and human services. Over 180,000 physicians are IBM 
Watson Health users.
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in-patient psychiatric facility, two nursing homes, senior care, 
and the largest behavioral health practice in Massachusetts. 
In 2014, when Conroy joined from an executive position at 
AAMC, Lahey Health added nearby Winchester Hospital and 
its new ambulatory surgery center, and the next year the 
organization added VNA of Middlesex County—a large well-
respected home-health provider. In addition to these strategic 
moves, in the spring of 2017, Lahey completed a systemwide 
EPIC implementation with a nine-star implementation at 
Winchester Hospital.

According to Conroy, Lahey has a unique ability to deliver 
consistent high-quality care at relatively low cost – the second 
lowest cost academic medical center in the country, despite 
the high costs of the Boston area. With just 343 beds, Lahey 
Hospital & Medical Center’s footprint is relatively small for 
a teaching hospital, but it has invested heavily in outpatient 
services and gets 78 percent of its revenue from them. Conroy 
described a number of other features that enable Lahey to 
deliver high-quality care at low cost

 ■ Physician offices and outpatient and inpatient 
services are in close proximity, which enhances 
workflow efficiency and creates a collaborative 
culture. As a result, the average productivity of Lahey 
physicians is at the 75th percentile of AAMC’s Faculty 
Practice Solutions Center.

 ■ Inpatient and outpatient units run at very high 
capacity. Inpatient occupancy is 98 percent, and 95 
percent of clinic slots are filled.

 ■ Primary care physicians are highly valued. Conroy said 
Lahey pays PCPs more than many subspecialists. In 
addition, PCP compensation is based on the number 
of patients rather than RVUs.

 ■ Culturally, there are no “mahogany doors” at Lahey. 
Management is not isolated in a separate office 
building, but is situated right in the middle of the 
clinical activities. And physicians identify themselves 
as Lahey physicians first, not members of specific 
departments, as in many AMCs.

Joanne Conroy, MD
President & CEO, Dartmouth-Hitchcock, and Former CEO, Lahey Hospital 
& Medical Center 

Glen Mathison
Vice President, Executive Communications, Charles Schwab

Brian Tilzer
Former Chief Digital Officer, CVS Health

(Note: Following the roundtable, Brian Tilzer assumed a new position as 
Chief Digital & Technology Officer for Best Buy, Inc.)

The final panel brought together leaders from three very 
different organizations – Lahey Hospital & Medical Center, 
CVS Health, and Charles Schwab – that have undergone 
successful business transformations.

Lahey Health

Dr. Joanne Conroy, who was transitioning from Lahey Hospital 
& Medical Center to her new position as President & CEO of 
Dartmouth-Hitchcock, kicked off the discussion by describing 
Lahey Clinic’s evolution over the last 20 years. Lahey Clinic 
was founded by Dr. Frank Lahey in Boston as a multi-specialty 
group practice, without OB and pediatrics, a few years after 
the founding of the Cleveland Clinic and a few years before 
the founding of the Hitchcock Clinic in New Hampshire. 
While it grew successfully for over a half-century, by the 
1990s, it was facing much larger competitors like Partners 
Healthcare, and the board believed it needed to grow. To 
solve this problem, Lahey initially merged with Dartmouth-
Hitchcock, but the merger was dissolved in 1999 when Lahey 
leadership decided that it had undermined physician control 
and diverted energy from the mission of providing outstanding 
care to patients, After the merger was dissolved, Lahey 
started growing again, but by 2008-09 growth had slowed, 
and the board once again thought it had to expand. In 2010, 
the board brought in a new CEO, Dr. Howard Grant, from 
Geisinger, another physician-driven health system, and he 
began pursuing other growth strategies.

Lahey had a longstanding affiliation with Northeast Health 
System, a suburban Boston system located along the North 
Shore, and in 2012, the two systems merged to create the 
Lahey Health System, with Grant as CEO. This merger added 
two community hospitals (including OB and pediatrics), an 

Case Studies in Transformation: Success Stories
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and 1990s saw the acquisition of major drugstore chains 
People’s Drug, Revco, and Arbor Drugs, as well as an initial 
foray into the pharmacy benefits management (PBM) business 
with the startup of PharmaCare, and, in 1999, the launch of 
CVS.com, the country’s first fully integrated online pharmacy. 
In 2001, CVS launched the ExtraCare card, the first loyalty 
card program developed by a national pharmacy chain. In 
2006, after successful pilots of clinics in three CVS stores, 
CVS acquired MinuteClinic. And, in 2007, CVS merged with 
Caremark, creating the giant CVS Caremark, which changed 
its name to CVS Health in 2014. Since 2010, CVS Health 
has continued to make major acquisitions, including the 
acquisition of Target’s pharmacies in 2015, which are now 
branded as CVS Health.

Brian Tilzer, the company’s former Chief Digital Officer, 
discussed CVS Health’s most recent transformation – its 
digital transformation. In 2012, Tilzer pointed out, CVS 
leadership began seeing digital as a way to engage with 
consumers and providers, and to create a unique experience 
that would also improve the broader health care system. 
This transformation was rooted in CVS’ mission – to save 
consumers time and money by making shopping easy. “We 
learned that the biggest impact we can have is through 
solving real problems for real consumers.”

The dramatic growth in smartphone penetration has opened 
up many opportunities for more efficient digital interactions 
with customers. Tilzer cited the company’s growing use of 
two-way text messaging, an opt-in text alert system that is 
now used by over 50 million people in the U.S. (95 percent 
were signed up by CVS employees at stores or call center 
agents). Consumers who opt into the system can simply 
reply by text to confirm that an order should be filled. Once 
enough people opted into the program, CVS discovered that 
new functions could be added. For example, a text alert can 
prompt consumers to send CVS a picture of their new health 
insurance ID card during the traditional January renewal 
period. Not only is this more convenient for customers, but it 
saves CVS money, eliminating more than one million phone 
calls during its first week. CVS also found that consumers 
enrolled in the program are more compliant with their 
prescriptions, keeping them healthier.

Despite these successes, Tilzer emphasized that mastering 
digital technology is uncertain and hard. Dealing with the 
uncertainty is requiring a shift in mindset at CVS from making 
big bets to innovating through constant testing, learning, 
and iterating. CVS has also found that, as big as it is, it can’t 
afford to keep all the digital expertise it needs in-house, and 
it is now collaborating with outside technology companies, 
as well as providers with digital expertise. The company has 

How did Lahey manage the transformation from the 343-
bed Lahey Clinic to the much larger and more diverse Lahey 
Health? Conroy points to several important change reinforcers:

 ■ Lahey’s clinic model works very well. 

 ■ Governance models were adopted that expanded 
Lahey’s board, gave Lahey Health sufficient control 
to manage the enterprise, and respected local 
community relationships. For example, a physician 
leadership council was created in the Northeast 
merger to advise the Lahey Health Board on clinical 
and physician-related issues.

 ■ Leadership succession issues were resolved cleanly.

 ■ Business models changed to support full integration. 
“We moved 2,000 patients to our partner hospitals, 
and they moved patients to us,” said Conroy. “The 
entire organization had to embrace the idea that 
they benefit when referrals stay in network, and this 
includes referrals to partner hospitals.”

 ■ Compensation and incentives were used to reinforce 
change. 

These various mergers have been successful in reestablishing 
Lahey Health’s growth track. Inpatient discharges grew four 
percent from 2014-17. However, Lahey’s board believes it 
still needs to grow, and today, Lahey is in discussions with 
Beth Israel Deaconess Medical Center to form the second 
largest health system in Massachusetts after Partners. The 
revenue for the combined system wouldbe approximately $4.3 
billion annually. 

CVS Health

CVS Health’s roots are as a neighborhood drugstore in Lowell, 
Massachusetts, (Consumer Value Stores) that sold health and 
beauty products – but no prescription drugs. Today, CVS is 
the largest private health care company in the world and the 
seventh largest company in America, with $177 billion in 
annual revenue. It operates 9,700 stores around the U.S. – 
including more than 1,500 that sit within Target stores – and 
1,100 walk-in health care clinics (MinuteClinics).

Over six decades, CVS’s evolution required the company to 
make many transformational strategic bets and hundreds of 
acquisitions. Its first bet (in the 1960s) was the decision to 
add prescription pharmacies to its stores. The 1970s, 1980s, 
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the company. Everyone was sensitized to how the company 
was doing on this metric. In 2005, Mathison said, Schwab’s 
score was in the negative 50s. This means that when asked 
whether they would recommend them to a friend, 50 percent 
more Schwab customers rated the company 0-6 on a 10-point 
scale than customers who rated them 9-10. The company 
instituted a policy of reaching out to consumers who gave 
poor customer service rankings in order to understand the 
problems they were experiencing and fix them. Schwab’s Net 
Promoter Score is now in the high 60s.

In addition to focusing on customer satisfaction, Schwab 
and Walt Bettinger, his successor as CEO, articulated a set 
of guiding principles for the company that included the 
following:

 ■ Every client interaction changes the company’s future.

 ■ Most revenue growth comes from delighting current 
clients.

 ■ Trust is everything. It’s learned over time, and it’s lost 
in a minute.

 ■ Actions matter more than words. We can’t buy loyalty 
with words.

Schwab was committed to holding leadership accountable to 
these core principles and encouraged employees to question 
their colleagues (and bosses) when they thought they weren’t 
being followed. 

Most of the questions raised by roundtable participants 
were aimed at understanding the “spark” that made these 
transformations successful. Tilzer of CVS Health described 
three factors he called the “fuel” of CVS’ transformation:

1. Momentum – “Momentum is incredibly important. You 
need to get rocking and rolling faster and faster. We used 
a portfolio of changes –financial results, Net Promoter 
Scores, etc.”

2. Tangible results – Changes must be as real as possible. 
We made a big deal about our first 20,000 online 
prescriptions and our ability to scan insurance cards.”

3. Managing expectations – “We’re a high-risk, high-reward 
company, but it’s important to set expectations correctly, 
so people can win.”

developed a model of collaboration where in-house experts 
help their smaller digital partners move quickly through 
once-cumbersome corporate reviews on everything from 
cybersecurity to contracting.

The overall payoff of this digital transformation has been 
tangible. CVS Health has seen the number of consumers who 
use its digital platforms regularly grow from 7 million to over 
60 million. And, online sales, another key metric, have risen 
from $2 billion to $12 billion.

Charles Schwab

Charles Schwab was founded in 1971 as the finance industry 
was being deregulated to help individual investors participate 
in the growth of the economy and achieve better financial 
and personal outcomes. The company experienced meteoric 
growth during the 1990s dot-com boom and the rise of online 
trading. When the tech bubble burst, however, Schwab’s 
business model collapsed. The company’s share price dropped 
from nearly $100 to single digits, and Schwab laid off over 
half its workforce. During this period, the company was losing 
more clients every week than it was taking in. Seventeen years 
later, however, the company has more than recovered. Schwab 
now has more than $3 trillion in assets under management 
and 5 million customers with 10 million accounts that 
generated $7.5 billion in revenue for the company last year. 
Over the last five years, Schwab has taken in $100 billion in 
net new assets every year. 

Glen Mathison, Schwab’s VP of Executive Communications, 
described how Schwab was able to pull itself out of its 
tailspin and begin soaring again. “We lost track of why 
we existed, and we had to reconnect with that in order 
to transform ourselves again.” Because of the market’s 
wild ride and Schwab’s remarkable success in the 1990s, 
Schwab managers and staff had lost sight of the company’s 
purpose. As Mathison said, “The power of purpose is key to 
transformational change. But purpose must be accompanied 
by a clear strategy. Lack of a clear strategy leads to a 
disconnect from purpose.”

In 2004, Chuck Schwab, the company’s founder, returned 
as CEO, and he reoriented the company around a simple 
strategy: “We see things through clients’ eyes.” To implement 
this strategy, Schwab implemented Bain & Company’s Net 
Promoter Score, which measures customer loyalty, throughout 
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executive’s compensation aligned with the success of the 
company as a whole.” He also gave a counter-example: Wells 
Fargo Bank’s compensation system that encouraged the bank 
to open accounts that customers didn’t need or want.

Conroy said that compensation was also a critical element 
of Lahey Health’s transformation. All executive bonuses 
(including physician leaders) are based on the entire 
organization’s performance. Until 2011, physicians were 
on straight salary, but this was changed to reflect efficiency 
and quality for specialists and efficiency and risk-adjusted 
population health outcomes for PCPs. “Half our medical 
specialists’ incentive compensation is focused on population 
health outcomes.” Tilzer also agreed that designing 
performance systems is very important. He gave the example 
of an out-of-stock item that had to be ordered. When CVS 
changed its policy to give the store credit for selling the out-
of-stock item, the stores had an incentive to make sure the 
customer was reasonably happy, and customer satisfaction 
rose significantly.

One final question from the participants was what impact 
Amazon will have on their business. Mathison acknowledged 
that Amazon has raised customer expectations for 
convenience dramatically. He said that Schwab is now 
providing financial counseling services using Skype. Tilzer 
agreed that Amazon has raised the standard for convenient 
purchasing, but he isn’t overly concerned. “We’re a 
convenience store. Eighty percent of the U.S. population lives 
within three miles of a CVS store. And we’re trying to increase 
convenience all the time, especially in the pharmacy.”

4. Mathison described other “sparks” that mattered at 
Schwab:

 ■ Being in a tight spot.

 ■ Reconnecting with staff about why they came to 
Schwab.

 ■ Using compensation and other tools to “help people 
feel good when they go home at night.”

 ■ Going above and beyond for the customer. (“We 
recently enacted a customer satisfaction guarantee. 
We’ll refund fees if they’re not satisfied, which is 
unheard of in the financial services industry.”)

Conroy said that changing Lahey Health’s board from 
“representative members” to at-large members was important 
to its transformation. She asked her fellow panelists about 
governance and the role of their boards in their transformations. 
Tilzer said that CVS’ board – and especially the chair, David 
Dorman, former Chairman and CEO of AT&T and founder of 
Centerview Capital Technology – played a key role in defining 
its strategy and “putting the muscle of the enterprise behind 
management.” Mathison said that Schwab was fortunate in 
having a longstanding board with a long-term vision.

Mathison also attributed Schwab’s success to centralizing 
support functions and changing its compensation structure: 
“In the late 1990s, we had developed silos, and the comp 
system reinforced this. We changed this to make every 
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