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1. Executive Overview 
 
XXXXX is investigating the market opportunity associated with productizing a 
workflow solution targeted toward the healthcare marketplace. Specifically 
workflow associated with medical orders from nursing floors and outside clinics to 
specific modalities within primary healthcare facilities. The objective of this 
inquiry is to produce an offering that would take advantage of existing XXXXX 
intellectual property in the form of a turn-key offering that would require minimal 
custom programming to implement. 
 
The conclusion of this investigation is that it is extremely likely that XXXXX can 
be success in delivering the workflow solution currently installed at Shands 
Hospital in Jacksonville to Primary Care and LTAC hospitals across the United 
States. The new product offering can be funded through internal cash flow. 
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2. Potential Business Problems facing Primary Healthcare 

2.1. Shortage of qualified employees 
2.1.1. Nursing 
Background 
The shortage of registered nurses is already having ill effects on the U.S. 
health care delivery system: 90 percent of long term care organizations 
lack sufficient nurse staffing to provide even the most basic of 
Care; home health care agencies are being forced to refuse new 
admissions and there are 126,000 nursing positions currently unfilled in 
hospitals across the country. And news of the shortage has reached the 
American public: 81 percent are aware that there is a shortage, 93 percent 
believe that the shortage threatens the quality of care, and 65 percent 
view the shortage as a major problem. Further, the current nurse staffing 
shortage is burgeoning at a time when patient acuity is higher, care more 
complex, and demand for services often exceeds capacity. 
 
But what is already a bad situation only threatens to worsen. The baby 
boom generation ï all 78 million of them ï are aging. More so that 
generations before them, baby boomers in their old age will have access 
to scientific advances and technologies that will help them live longer ï if 
the health care delivery system can deliver. Given this anticipated 
additional demand for health care services, it is estimated that by 2020, 
there will be at least 400,000 fewer nurses available to provide care than 
will be needed. Aging right along with their baby boomer peers are nurses 
themselves. The average age of a working registered nurse today is 43.3, 
and that average age is increasing at a rate more than twice that of all 
other workforces in this country. Only 12 percent of registered nurses in 
the workforce are under the age of 30, a decline of 41 percent compared 
to a one percent decline for all other occupations since 1983. By 2010, it I 
projected that the average age of the working registered nurse will be 50. 
As the growing numbers of nurses reach retirement, far too few are 
coming forward to fill their ranks. 
 
The proceeding information was provided by the Joint Commission on 
Accreditation of Healthcare Organizations (JCAHO) in the whitepaper 
entitled ñHealth Costs at the Crossroadsò 

 
Implication 
Healthcare facilities are fighting a losing battle to maintain quality patient 
care. In the past this battle has been waged on the human resource front. 
Healthcare facilities have focused on nurse retention through improved 
wages and benefits. The problem is that there are just too few viable 
candidates in the marketplace to fill all of the open positions. 
 
Healthcare facilities are now looking to augment quality nursing care with 
automated process and procedures. One of the driving factors, CPOE 
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(Computerized Physician Order Entry) is designed to minimize the 
involvement of the nursing staff in routine administrative work. Doctors can 
input directly into the Hospital Information Systems, freeing nursing 
resources for direct patient care activities. The problem with CPOE is 
twofold; first it is extremely expense and complex to implement and 
second it requires the attending Physician to be versed in its use. Most 
attending physician practices are more than one hospital and would need 
to be versed in more than one CPOE system. This detracts from their 
primary responsibility which is diagnosis and treatment. 
 
There is a window of opportunity to provide an interim solution that 
streamlines the workflow process without injecting new technologies. This 
approach will provide a faster return on investment, minimize the 
complexity of implementation and provide the bulk of the benefit to the 
nursing staff without putting additional burden on the physicians. 
 
2.1.2. Pharmacy 
Background 
There are currently 196,000 licensed pharmacists in the United States. 
Although the demand is increasing, the number of active pharmacists is 
expected to grow only by 28,500 over this decade -- 800 less than the 
29,300 over the last decade. There also is a decline in pharmacy school 
applications, with the number of 1999 applicants 33% lower than in 1994, 
the high point of the past decade. 

According to the HRSA study, indicators of a shortage include: 

Increased job vacancy rates and difficulties in hiring. The number of 
unfilled full- and part-time drugstore pharmacist positions nationally rose 
sharply from about 2700 vacancies in February 1998 to nearly 7000 
vacancies by February 2000. Such vacancies are expected to continue to 
grow. 

Increases in the volume and range of activities demanded of today's 
pharmacist. The increased volume is manifested most convincingly by the 
sharply increased number of prescriptions filled each year in retail 
settings. The increased range is manifested by the substantially expanded 
roles and responsibilities of pharmacists in both retail and institutional 
settings.  

Among the factors contributing to the shortage is the increased use of 
prescription medications. The number of retail prescriptions dispensed per 
year in the United States increased 44% between 1992 and 1999, from 
1.9 billion in 1992 to 2.8 billion prescriptions in 1999. The estimated 
annual number of prescriptions filled per pharmacist in retail pharmacies 
grew from 17,400 in 1992 to 22,900 in 1999, an increase of 32%. 
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Other factors contributing to the shortage are: 

¶ market growth and competition among retail pharmacies, resulting in 
increased pharmacist positions, expanded store hours, and new store 
openings; 

¶ expansions in pharmacy practice and pharmacists' roles and 
professional opportunities; 

¶ increased access to healthcare, and an increase in the number of 
healthcare providers authorized to prescribe medications; 

¶ changes in the pharmacist workforce, including the greater number of 
women pharmacists and their shorter work patterns; and 

¶ the double impact of increased insurance coverage for prescription 
drugs, resulting in an increase in both prescription volume and the 
number of third-party payment issues that need to be resolved. 

This information was provided by the Health Resources and Services 
Administration in a study entitled ñThe Pharmacist Workforce: A Study of 
the Supply and Demand for Pharmacistsò 

 
Implication 
As JCAHO requires drugs to be at least reviewed by a Pharmacist before 
dispensing, this requirement is becoming more important as it filters its 
way down to LTAC (Long Term Acute Care) facilities that cannot afford 
the services of a full time Pharmacist. Primary Healthcare Companies, 
those that manage more than one hospital, are looking for ways to comply 
with JACHO without the added expense of adding Pharmacists. Even 
single location providers are looking for a means of proving compliance by 
providing an audit trail of the approval process. 
 

2.2. Introduction of increased Government Oversight 
2.2.1. HIPPA 
Background 
HIPAA stands for the Health Insurance Portability and Accountability Act. 
This is the result of the Kassebaum-Kennedy bill, sponsored under the 
auspices of the health care reform initially proposed by former President 
Clinton, which was signed into law in 1996. Under the Portability portion of 
the Act, it is designed to protect Americans, who had preexisting health 
conditions, from losing their health insurance when they changed jobs. 
The Administrative Simplification Portion of the Act was designed to 
streamline and simplify the health care payment system through the 
adoption of standards for transmitting electronic health care claims.  
 
HIPAA regulations are likely to become the ñfloorò for privacy and security 
standards of care for healthcare services moving forward. HIPAA 
regulations include standards for: securing the storage and security of 
health care information; transmission of electronic claims; and protecting 
the privacy of individualsô health care records. HIPAA was also created to 
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decrease the cost of health care by streamlining and standardizing the 
ways in which insurance claims are processed. As a result, HIPAA also 
deals with issues of privacy as they pertain to handling, storage, and 
use/disclosure of health care information.  
 
The Privacy Rule is of most concern to EAP organizations and 
practitioners currently. The Privacy regulation went into effect on April 
16th, 2003.  
 
Implication 
In a paper based process, critical and sensitive information is moved 
throughout the organization in an unsecured manner opening the 
institution to legal issues surrounding privacy. Electronic document 
delivery provides the framework to both secure confidential patient 
information and track it use.  
 
2.2.2. JCAHO 
Background 
The Joint Commission evaluates and accredits nearly 20,000 health care 
organizations and programs in the United States. An independent, not-for-
profit organization, the Joint Commission is the nationôs predominant 
standards-setting and accrediting body in health care. Since 1951, the 
Joint Commission has developed state-of-the-art, professionally based 
standards and evaluated the compliance of health care organizations 
against these benchmarks. 
 
The Joint Commission is governed by a 28-member Board of 
Commissioners, which includes nurses, physicians, consumers, medical 
directors, administrators, providers, employers, labor representatives, 
health plan leaders, quality experts, ethicists, health insurance 
administrators and educators. The board commissioners bring to the Joint 
Commission countless years of diverse experience in health care, 
business and public policy. The Joint Commissionôs corporate members 
are the American College of Physicians -- American Society of Internal 
Medicine, the American College of Surgeons, the American Dental 
Association, the American Hospital Association and the American Medical 
Association. 
 
More than 650 physicians, nurses, health care administrators, medical 
technologists, psychologists, respiratory therapists, pharmacists, durable 
medical equipment providers and social workers are employed by the 
Joint Commission to conduct accreditation surveys. In addition, more than 
500 people are employed in the Central Office in Oakbrook Terrace, IL. A 
small office also is maintained in Washington, DC. 
 
Implication 
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JCAHO provides much of the framework under which we can present our 
solutions. Healthcare facilities constantly look for improved methods of 
either meeting or substantiating JCAHO compliance. JCAHO also 
provides some of the limiting factors in providing a solution because it 
governs much of the workflow. States look to JCAHO for guidance in 
establishing rules which govern the way a healthcare facility will be 
evaluated by the state. Although states differ in their implementation due 
to political influences, there is a movement in place to standardize rules 
making to allow for more inter-state business opportunities.  
 
It is becoming very difficult to make money in the healthcare business due 
to government regulations and insurance policy making. Hospitals must 
consolidate management and purchasing power to reduce cost. JCAHO is 
an independent, governing body that can help facilitate healthcare cost 
consolidation by providing a uniform certification process.   
 

2.3. Lost revenue Opportunities 
Background 
For 2006 and the foreseeable future, XXXXX will concentrate of lost 
revenue opportunities from Image Services. The details of how we help 
capture new revenue will be documented in another section. Image 
Services is one of the primary revenue generation departments within a 
hospital. Equipment is very expensive. New technology must be 
continuously integrated into the practice to attract new business. Everyone 
wants to be diagnosed by the latest techniques and technology.  
 
The expenditures must be made. The challenge for the hospital is to 
capture as much revenue as possible for the investment. The major 
inhibitor to success for the hospital is patient and Physician apathy. There 
are a lot of service providers. The Physician wants to do as little as 
possible to schedule the procedure and the patient just wants to show up 
and have it performed. The hospital is tasked with making everything 
happen according to the Physicians request, state regulations, insurance 
mandates and Patient expectations. If the paperwork does not flow 
according to policy and procedure, the procedure cannot be performed as 
scheduled. This is a hospital problem. If the patient is left waiting too long, 
they walk. If the patient walks, the Physician reschedules the procedure 
elsewhere. Lost opportunities and lost revenue. 
 
Implication 
If we can streamline and make more predictable the required document 
delivery process, we can reduce errors and improve the Patient 
experience. By having the paperwork completed before the Patient 
arrives, the hospital reduces delays and captures more revenue. By 
providing detailed statistics concerning the movement and timing of 
document delivery, the hospital can improve the process in a more 
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consistent manner. By doing this, the Physician-Patient experience is 
enhanced and the Physician refers more business. 

 
2.4. Cost Reduction Opportunities 

Background 
There are many areas ripe for cost reduction within a hospital. These 
areas range from the most obvious, like labor, to the least obvious, like 
inventory reduction. Hospitals are by their nature very eclectic in the 
approach to work. Physicians, Nurses, Technologist and Pharmacist all 
have their own ñshort cutsò to getting work done. Their intent is not to short 
change patient care, but to get around the inherent inefficiencies of 
hospital operations. 
 
A prime example of this is the way that prescriptions make their way to the 
Pharmacy. Within any given hospital, medical orders are delivered by 
vacuum tube system, intra-hospital carrier, fax, and sneaker net. All of 
these approaches might be used by the same nursing station on the same 
shift. It all has to do with urgency and perception of reliability. If it is 
important, I need it now and I must be absolutely sure it is done, I may 
walk it to the Pharmacy. If it is routine and I have the luxury of time, I may 
first try the vacuum tube systems, unless I am not comfortable with the 
technology then I may fax it.  
 
How a hospital reacts to these eclectic procedures also varies. Some 
hospitals try to mandate procedures so that the process is predictable. 
Some hospitals only provide guidelines, focusing more on the end result, 
than the process. Making a process predictable makes it easier to identify 
points of failure and fix them. But in a hospital, fixing a problem required 
inter-departmental cooperation. Each department has their own issues 
with efficiency and effectiveness.  
 
A Director of Pharmacy may choose to have multiple Pharmacies spread 
out around the hospital to speed up medication delivery. A Directory of 
Pharmacy can control Pharmacy resources, but may not be able to get 
nursing cooperation. This may reduce nursing labor, but increases both 
Pharmacy labor and inventory. There are no easy answers. 
 
Implication 
 

 
3. Introduction to why the Healthcare Workflow Marketplace 

XXXXX has selected the Healthcare marketplace as a target of opportunity 
because of the many and disparate systems that are typically deployed within 
a Primary Care Facility. Many of the specialty departments within a hospital 
are run technologically independent of other departments yet still dependent 
on them for functional support. The challenge is to manage workflow between 
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these disparate technological platforms while streamlining the electronic 
document delivery process. 
 
With the help of both the Director of Pharmacy and the Director of Image 
Services at Xxxxx Hospital in Jacksonville, Florida, XXXXX built a workflow 
solution that both improves interdepartmental coordination and accelerates 
the manual workflow process. These two advantages translate to improved 
Patient care and financials. 
 
The business driver for XXXXX was that by providing solutions into the 
Healthcare marketplace we accomplished three major goals; first we provides 
additional revenue streams to XXXXX that were not as heavily influenced by 
competition,  second we improved our average Gross Margin and third we 
incorporated our entire product line; XxxxxXxx, Alchemy, Xxxxxxxxx Workflow 
and XXXXXflow, into a single solution. By marketing the entire solution as a 
single price, we avoided the prospect price shopping the components. 
 
This business case presented by Shands demonstrates the value to them of 
these solutions. The radiology department is currently capturing 67% of the 
available radiology referrals coming out of the UF & Shands Primary Care 
Clinics.  Based on the Fiscal YTD through December data, the number of 
referrals to Shands Radiology is 5,753 and out of system are 2,834. 
 
Radiologyôs average outpatient technical charge through December 2004 was 
$742.60.  The average outpatient professional charge through December 
2004 was $125.00. 
 
 

Primary Care Clinics July-December 
referrals 

Projected current 
fiscal year 

Radiology referrals 8,587 17,174 
In-house 5,753 11,506 
Out of system 2,834 5,667 
Percent in system 67% 67% 

 
Extensive discussions had been held between radiology services and the XX 
& Xxxxxx Primary Care Clinics administration, physicians and staff about 
capturing additional in-house referrals.  The following table demonstrates the 
additional net income that would become available if current referrals that 
leave the system are captured within the radiology department. 
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POTENTIAL INCOME GROWTH 

%  Syst 
referrals 

Number 
referral 

growth 1 

Technical 
Income 
Gross2 

Technical 
Income 

Net3 

Professional 
Income 

Net4 

Total 
Net 

Income 

72% 859 $637,893 $127,579 $24,696 $152,275 
77% 1,717 $1,275,044 $255,008 $49,363 $304,371 
82% 2,576 $1,912,937 $382,587 $74,060 $456,647 
87% 3,435 $2,550,831 $510,166 $98,756 $608,922 
92% 4,294 $3,188,724 $637,744 $123,452 $761,196 

 
1 Take the projected fiscal year radiology referrals multiply by 67% in house 

percentage.  Take the projected fiscal year radiology referrals multiply by 
72% to arrive at a new in-house referral number.  Subtract this number 
from the 67% referral total.  The difference is the number in referral 
growth. 

2 Average outpatient technical charge $742.60 
3 20% of technical gross charges 
4 Average professional outpatient charge is $125.00 net income (23%) is 

$28.75. 
 
How to increase referrals to radiology and capture the out of system 
radiology business? 
 
Radiology currently depends on patients that arrive for their radiology exams 
to present with a written order signed by their attending physician, ARNP or 
PA.  On numerous occasions for a variety of reasons patients show up for 
their appointed exam and fail to have the signed order with them.  Radiology 
cannot proceed with the examination on the patient.  The financial 
representatives then contact the referring physicianôs office requesting that 
the office fax a copy of the signed order.  This process is very disruptive to 
the referring physicianôs office practice and often takes a long time to 
accomplish.  Radiology then has the issue of the schedule being disrupted 
and long waits occurring in the patientôs waiting rooms. 
 
Fax all outpatient physician orders to the radiology department prior to 
making patient appointments for radiology services. 
 
It is estimated that two full time client service representatives would need to 
be hired to perform the clerical tasks of collecting the 200 plus faxes per day 
that would be generated and matching them to the posted patient schedules.  
The department has on average a 20% no show rate.  Each no show has to 
be rescheduled and the faxed written order must follow the revised schedule.  
Over time a mountain of fax orders causes the scheduling department to call 
the physician offices to refax orders as orders become hopelessly lost. 
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Costs for this solution is $64,000.00 salary and benefits for 2.0 FTE client 
service representatives, the addition of four fax machines and two computers.  
A larger office space will also need to be found to handle the faxing and filing 
function. 
 
The approach that Shands took toward the cost justification of automating the 
Image Services approval workflow has proven valid at almost every hospital 
we have presented it to. The solutions pay for themselves in months, not 
years. From a Pharmacy perspective, the cost of one net new Pharmacist is 
over $120,000 per year plus benefits. The cost of a FTE nurse is almost 
$90,000.  
 

 
4. Introduction to XXXXX Workflow solutions for the Healthcare 

Marketplace 
 

4.1. Pharmacy Workflow 
The Pharmacy workflow solution is targeted at hospitals that have a problem 
tracking and filling medical orders for prescription drugs. These problems 
generally are created by both the antiquated delivery systems used from the 
nurseôs station to the pharmacy and the eclectic way hospitals are expanded 
over time. The combination of these two issues results in nurses taking time 
away from patient care to deliver and track down medical orders. It also 
provides an environment for lost orders and slow fulfillment.  
 
The XXXXX Pharmacy Workflow solution provides a process in which all 
medical orders go through the same process each and every time. The 
process not only tracks the progress of each medical order, it provides 
valuable metrics which can be used to improve the process. The Pharmacy 
Workflow solution provides all approved stakeholders a customized view into 
each and any medical order within the system almost instantaneously. This 
saves a great deal of time for both the nurses and the pharmacists. 
 
 The nurse input the medical order into the workflow by either faxing the 
medical order or by scanning it. Once the order is input into the system its 
status can be viewed by nurses, pharmacist and department head.  
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Nursing Station Order Status View  
 

 
Each phase of the workflow process is time stamped to assure compliance 
with hospital standards. Once the order is in the system it is automatically 
routed to the appropriate work queue. The appropriate work queue can be 
determined by the solution using many methods including, but not limited to, 
CSID, Barcode, or OCR. Once in the work queue it can be opened by 
Pharmacist or Pharmacy technician. Based on the specific requirements of 
the hospital routing rules can be configured for medical order review and 
exception handling.  
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Orders are not lost, priorities can be established on a consistent basis, nurses 
no longer need to leave their station to manage medical order fulfillment and 
accurate metric are automatically generated to assure compliance with 
hospital policies and procedures. 
 
4.2. Image Services Workflow 
The Image Services solution is targeted toward the capturing of incremental 
new revenue by streamlining and solidifying the document delivery process 
required to successfully schedule and performs a procedure in the Image 
Service department. Image Services is typically an important revenue 
generating department within a hospital.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Image Service Lifecycle Example 
 
 
Each Medical Order must provide specific information to be processed. The 
information includes, the Clinic which initiated the request, the Patient name 
and the procedure. There may need to be additional information to uniquely 
identify either the Patient or the procedure. There are several approaches for 
acquiring this information. The two most used are either the Coversheet 
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expert, that custom builds a bar coded coversheet, or optical character 
recognition. The more reliable of these two is the coversheet expert.  
 
Once the medical order is properly identified it is sent to the business office 
which enters the information into the HIS (Hospital Information Systems) for 
billing both the insurance company and the Patient, as required. Once this is 
completed, the medical order is sent to central scheduling to verify that the 
correct procedure is scheduled at the correct time. The workflow system can 
then be set up to notify both the modality and registration of procedures 
scheduled for that day. It can also present the signed medical order at the 
registration desk when the patient arrives. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Scheduling workflow Queue 
 
 
The system can track medical orders to assure that all required stops along 
the approval process are complete before the schedule visit. It will also help 
provide feedback of procedures scheduled that have not been paired with a 
signed medical order. As registration sees a scheduled procedure, but has 
not received notification of a signed medical order, they can work to resolve 
the issue before the patient arrives. 
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Registration Order Status View  
 
 
5. Market Potential of the United States Primary Healthcare Market 
 

The value of the United States marketplace for Primary Care Healthcare 
Facilities is over 2,600 Hospitals certified to provide service for one hundred 
beds or more. The following breakdown will help understand the true 
potential. 
 
Twenty-four per cent of the hospitals in this classification have one hundred to 
two hundred certified beds. Another thirty per cent have between two hundred 
and three hundred. These two groupings constitute more than half the total 
hospitals. Less than five per cent of the hospitals have more than eight 
hundred beds. 
 
Beds 100 200 300 400 500 600 700 800 900 1000 
Market 
Share 24.3% 29.6% 18.7% 10.7% 6.2% 4.0% 2.8% 1.0% 1.1% 1.7% 

 
 
The Geographic dispersion is almost evenly spread across the four regions of 
the United States. The states that are more populated have the most 
hospitals. California and New York have the most number of very large 
hospitals with thirty per cent of the total hospitals over 900 beds.  

 
 

% Region States Biggest 
25.8% Southeast 11 FL GA 
25.0% Northeast 13 NY PA 
23.8% Central 12 IL OH 
24.6% West 14 CA TX 
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If each workflow solution was worth only $60,000 and there was the potential 
to sell multiple solutions into one hospital, letôs say only two, then a single 
hospital would be worth $120,000 in revenue. If we target 5% of the low-end 
hospitals under three hundred beds and 7% of the hospitals between three 
hundred and eight hundred beds we would have a potential market of over 
145 hospitals. At $120,000 revenue per hospital, the total market potential 
would be $17.4M with a recurring revenue stream of $3M for support 
services. The total market penetration would be 5.6% leaving considerable 
room for growth. It would also resent the opportunity to develop other 
workflow solution which would bring in additional revenue.
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6. Financial Pro Forma Presentation 
 

                

  2Qtr - 2007 3Qtr - 2007 4Qtr - 2007 1Qtr - 2008 2Qtr - 2008 3Qtr - 2008 4Qtr - 2008 

                

Industry Specialist One  $    60,000   $  120,000   $     180,000   $  240,000   $  240,000   $    240,000   $    240,000  

Industry Specialist Two     $       60,000   $  120,000   $  180,000   $    240,000   $    240,000  

Industry Specialist Three       $    60,000   $  120,000   $    180,000   $    240,000  

            

Total Systems Sold 1 2 4 7 9 11 12 

            

Total Revenue  $    60,000   $  120,000   $     240,000   $  420,000   $  540,000   $    660,000   $    720,000  

Technical Resources (Days)  $           30   $           30   $              45   $           67   $           67   $             67   $             67  

Technical Resources (cost)  $    12,600   $    12,600   $       18,900   $    28,140   $    28,140   $      28,140   $      28,140  

Legal Fees  $      2,000   $            -     $               -     $      2,000   $      2,000   $             -     $             -    

Sales Cost  $    20,760   $    26,520   $       53,040   $    85,320   $    96,840   $    108,360   $    114,120  

Product Cost  $      6,000   $    12,000   $       24,000   $    42,000   $    54,000   $      66,000   $      72,000  

Total Cost  $    41,360   $    51,120   $       95,940   $  157,460   $  180,980   $    202,500   $    214,260  

            
Quarterly Contribution to Fixed 
Cost  $    18,640   $    68,880   $     144,060   $  262,540   $  359,020   $    457,500   $    505,740  
Annual Contribution to Fixed 
Cost  $    18,640   $    87,520   $     231,580   $  262,540   $  621,560   $ 1,079,060   $ 1,584,800  
Total Contribution to Fixed 
Cost              $ 1,816,380  

        

Labor Cost per day $420.00      ROI 192% 

 


