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Healthcare 
Executive Alliance
Insights for healthcare leadership

Dr Bernd Montag 
Chief Executive Officer 
Siemens Healthineers 

H
ealthcare organizations do a phenomenal job. Today, an increasing number 

of diseases are treated successfully and people enjoy a better quality of 

life even into old age. Yet, while much is being done to discover new ways 

to improve patients' lives, we now see radical changes to structures, incentives, 

and processes within healthcare to sustain provision for our inhabitant-rich planet.

 Gone are the days of the simple equation that a higher price guarantees quality 

and vice versa. Faced with cost pressures, we see provider strategies of consoli-

dation, industrialization, and population health management to meet the growing 

care demands. Times have changed: Today, healthcare and its delivery are increas-

ingly validated and regulated by performance metrics. This development has led 

to nothing short of a paradigm shift in the structures and infrastructures of care. 

In times of transformation, success comes from leading the changes. Riding the 

wave, rather than being washed away. We believe that effective healthcare trans-

formation must include clinical, operational, and financial improvements. Delivering 

healthcare to more people with fewer resources is possible. But the levers need to 

be ideally set to improve your particular clinical outcomes, streamline your opera-

tions, and optimize your financial performance.

Through the Healthcare Executive Alliance initiative, we would like to support you 

and your teams to find insights, ideas and solutions for succeeding in these times. 

Our goal is to be your inspiring partner helping you to achieve better outcomes and 

reduce costs. As a starting point, we developed this set of white papers to help 

identifying key challenges in your healthcare organization with some first outlines 

on improvement methods.

 

Now’s our time to inspire the future of healthcare together.
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Staff Shortages Worldwide
Unemployment is a rare phenomenon in the healthcare 
sector. In Germany, for example, the unemployment rate is 
only about 0.7 percent for nurses and 1 percent for doctors. 
A similar situation exists in the U.S., with an unemployment 
rate of 0.8 percent among doctors.2 The demand for nurses 
in the U.S. is estimated to increase by 26 percent by 2020.3 

So where does the staffing challenge lie?
Firstly, most countries have been experiencing personnel 
shortages for many years. Secondly, the world population has 
grown by approximately 1.2 billion since 2000 – an increase of 
20 percent in just 15 years.1 Globally, there are 1.8 doctors per 
1,000 population.4 Thirdly, longer life expectancy is increasing 
the average age of patients, leading to higher medical care 
costs per patient. Finally, there is an uneven distribution of 
caregivers. This shortage of qualified professionals is one of 
the key challenges for the industry.1

Political Support
Governments around the world have recognized and are 
responding to the enormous HR challenges facing their 
healthcare systems. In many countries, governments directly 
influence the level and structure of physician remuneration 
because they are a key employer of physicians, purchase 
services, or regulate their fees.5 China has taken action to 
speed up caregiver training in response to the needs of its 
rapidly aging population. The country has also set a target 
to train six million caregivers by the end of 2020. In Brazil, 
the government has introduced a program to hire local and 
foreign doctors to work in poor and remote areas where 
there are shortages. By mid-2014, approximately 15,000 
new clinicians had enrolled, more than three-quarters of 
whom came from Cuba.6

In response to shortages of doctors, some countries have 
developed more advanced roles for nurses. Evaluations of 
nurse practitioners from the U.S., Canada, and the U.K. show 
that advanced practice nurses can improve access to services 

and reduce waiting times while delivering the same quality 
of care as doctors to a range of patients.5 However, there are 
shortages of nurses as well as doctors, and nurses greatly 
outnumber physicians in most OECD countries.5 The Royal 
College of Nursing in the U.K. estimates that there are 20,000 
unfilled nursing posts across the country. The Center for 
Workforce Intelligence forecasts a shortfall of 47,000 nurses 
in the next few years.7 

A Successful HR Strategy 
in Healthcare
Needs, Challenges, and Opportunities in Recruiting and 
Retaining Medical Professionals

Developed and developing countries alike struggle to supply adequate numbers of trained, 
qualified healthcare professionals, especially physicians and nurses. Sourcing, attracting, 
and retaining experienced employees are therefore among the biggest management chal-
lenges globally.1

To accommodate the
preferences of the multiple

workforce generations, hospitals 
need to replace traditional 
human resources policies.
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Increasing Workforce Productivity
In the past, hospitals have often made the mistake of 
requiring doctors and nurses to do more in less time. The 
consequence of this is high staff churn, a high level of absen-
teeism, and low overall employee satisfaction. In Germany, 
no other occupational group has more sick days than 
health professionals (4.5 percent).8 According to a study by 
Germany’s largest statutory health insurance company AOK, 
nurses have the most burnout-related sick days of any occu-
pational group.9 According to a British study, 15 percent of 
all sick days in NHS hospital trusts result from psychological 
stress at work.10 The aim of effective hospital HR manage-
ment must therefore be to use staff more sensibly instead 
of burdening them with overtime.

Automation, for instance, reduces the manual workload 
involved in setting up or evaluating clinical protocols. In addi-
tion, targeted training enables a more flexible use of staff – a 
key aspect of business management. The flexible deployment 
of staff also increases employee satisfaction, as their tasks 
become more varied. Doctors and nurses spend less time on 
unpopular administrative tasks, which reduces loss of infor-
mation and frictional losses. If individual employees do fall 
sick, their work can be easily delegated to other employees 
thanks to the greater versatility of the staff. Additionally, 
modern information management is crucial for the speed 
and accuracy of care decisions by hospital staff. This is also 
an important factor in higher employee satisfaction. 

Employee Satisfaction Lowers Costs
When a hospital’s reputation improves, its costs for attracting 
and retaining qualified personnel fall. In the U.K. for instance, 
the reputation of an NHS trust as an employer is the first 

consideration for one in five nurses when looking for a new 
job. Other important factors include a healthy work-life 
balance, good career prospects, and salary.11 As a result, 
hospital operators now optimize their clinical and adminis-
trative processes. They modernize their compensation and 
working time models, improve the promotion of education 
and scientific research, and create a corporate culture that 
makes them an employer of choice for scarce professionals.12

A good working relationship with colleagues is also a prereq-
uisite for high employee satisfaction. In the healthcare sector 
in particular, effective communication and appropriate infor-
mation exchange between work shifts are essential compo-
nents of the job.13 Thus, modern, user-friendly IT solutions 
that help staff efficiently share information across depart-
ments are key to job satisfaction. Additionally, there is a great 
desire and need for the systematic provision of further training 

The message for healthcare
service providers and NHS trusts is 
a simple one. Reputational risk and
effective communications – and in

particular positive employee 
engagement– now need to be top 

of the agenda for any board that 
hopes to attract and retain the 

best staff.

Nicola Bullen, TMP Worldwide, U.K.16
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1 Deloitte, 2015 Global health care outlook
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Resources, 2013; US Department of Labor, 2012
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World Bank
5 OECD, Health at a Glance, 2013
6 OECD 2007, www.worldhealthsummit.org
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9 WIDO 2011, www.statista.com
10 Conservatives for Liberty, Sickness absence across NHS hospital Trusts in England,   
2013-2014
11 The Guardian, www.theguardian.com
12 American Hospital Association, Workforce 2015
13 Goldin C., A Grand Gender Convergence: Its Last Chapter. American Economic 
Review. 2014
14 2014 Working Mother 100 Best Companies; www.workingmother.com
15 OECD, Health at a Glance, 2015
16 The Guardian, www.theguardian.com
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measures. Besides preventing potentially costly errors, training 
promotes personal development, a more needs-based use of 
equipment, and the greatest possible flexibility in deploying 
staff. Job satisfaction is also based on making informed deci-
sions based on one’s own knowledge and reliable information.

The Gender Factor
In the quest for well-qualified staff, female medical personnel 
play a key role, and their numbers are rising. In 2011, an 
average of 44 percent of doctors across OECD countries 
were women. Since 2000, the proportion of female physi-
cians has increased in all OECD countries for which data is 
available.5 This trend is continuing, giving hospital managers 
more reason to specifically address the needs of the growing 
number of female doctors and nurses – such as flexible 
working hours, compressed work schedules, and fully paid 
maternity leave.
Naturally, such criteria differ from country to country. For 
example, fully paid maternity leave is mandated by law in 
countries such as Spain and Germany. In these countries, 
maternity leave therefore does not act as a differentiator in 
employer branding. In the U.S., however, these female-friendly 
criteria set top-rated U.S. companies apart from others.14 

Read the QR-code to 
watch a short video introduc-

tion about the topic of 
workforce strategy 

on YouTube.

In a Nutshell
Workforce Challenges in 
Healthcare
1.	 Given the tight labor market in the healthcare industry and the challenge 

of retaining and attracting skilled professionals, it is crucial for healthcare 
providers to foster their reputation as good employers by offering profes-
sional development, sound education, and an efficient work environment. 
This is true for medical personnel as well as for hospital managers with 
future-proof leadership skills and a high degree of willingness to change. 

2.	 Hospitals need to establish new work models in order to increase effi-
ciency and workforce satisfaction. Relevant measures do not mutually 
contradict but rather encourage each other, and they should always be 
planned and implemented holistically. Measures that systematically reduce 
e.g. overwork to counteract the industry’s high rates of absenteeism and 
staff turnover also play an important role. 

3.	 Quick and comprehensive access to relevant patient data also determines 
the efficiency of a hospital workforce. In addition to full availability, the 
needs-based processing/presentation of data is especially important; 
therefore, information management is crucial for the speed and accu-
racy of care decisions by hospital staff. 

4.	 The feminization of the medical profession is a worldwide phenomenon. 
In order to become an attractive employer, hospital operators must adapt 
to the specific needs of their female workforce to take advantage of their 
increasingly important role.   

5.	 The flexible deployment of personnel is mainly relevant from a business 
management point of view. It allows for optimizing schedules and a more 
varied work environment for employees. However, it requires establishing 
the right conditions in processes, skills management, and technology.

https://www.youtube.com/watch?v=VG7VFTo8N1g&list=PLw7lLwXw4H53BmntD8nPKX1hgNMBk25cG&index=2
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Identifying, Controlling, 
and Reducing Overhead 
Costs
Precisely Defining Indirect Overhead Costs or Diagnosis/
Treatment-related Expenses is a Challenge

Certain operating expenses are necessary to keep businesses functioning. However, in 
healthcare, drawing clear boundaries between diagnosis/treatment-related expenses 
and overhead costs is not always easy. In some cases, overhead expenses might even 
improve the overall economic performance of a hospital.

Overhead Costs are Unavoidable to a Certain 
Degree
Overhead costs are expenses that are not directly attribut-
able to a patient’s medical care. Among other things, they can 
include governance and documentation, billing, or supplies. 
In many cases, however, there seems to be no precise defini-
tion for indirect overhead costs and direct, diagnosis/treat-
ment-related expenses. Examples of these hard-to-define 
costs include things such as labs and laundry.1 Still, setting 
out to reduce overhead costs across the board would be a 
mistake. Hospital operators who reduce avoidable overhead 
costs and invest in overhead expenses that create value and 
improve overall economic performance and medical care will 
increase their competitiveness.

Rising Costs and High Administrative Expenses 
Worldwide
In the U.S. healthcare system, $750 billion is spent annually 
on expenses that are not directly linked to healthcare.2 The 
causes of unnecessary spending vary widely, but generally 
point toward administrative expenses. A study of hospital 
administrative costs in several countries found that costs are 
highest in the U.S., where they consumed 25.3% of hospital 
budgets in 2011. Administrative costs were lowest in coun-
tries operating under single-payer health systems, such as 
Scotland and Canada. There, hospitals are payed global oper-
ating budgets, with separate grants for capital, which results in 
administrative costs of around 12%. Reducing U.S. per capita 
spending on hospital administration to Scottish or Canadian 
levels would have saved more than $150 billion in 2011.3

Complexity and Competition as Cost Drivers
According to the survey, the high administrative costs in the 
U.S. are caused by, among other things, the complexity of the 

health system and billing multiple insurers. Another cause is 
the need for hospitals to generate a profit (or, for non-profit 
hospitals, surpluses) in order to fund the modernization and 
upgrades that are essential to survival. Paradoxically, this 
entrepreneurial imperative and the reliance on market mech-
anisms raises administrative costs and reduces efficiency 
– due to, for example, higher marketing expenses and the 
need to provide high-volume services.3

Allocating Overhead Costs Correctly
According to Australia’s Independent Hospital Pricing 
Authority, all costs accumulated in overhead costs centers 
should be allocated to the final cost to ensure that each 
product category (patient and non-patient) has its fair share 
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of overhead. This should be done before making any attempt 
to partition costs into product categories and subsequently 
into end classes within product categories.4 Incorrect allo-
cation impedes or prevents intervention measures to reduce 
costs. Conversely, it becomes more complicated to make 
targeted and useful investments in overhead expenses where 
the investment creates demonstrable added value.

Learning from Other Industries
For healthcare providers, it would be wise to look to successful 
cost-efficiency measures in other industries, such as the manu-
facturing industry. There, such factors as short throughput, 
optimum utilization, minimum downtime, and low error rates 
are undisputed determinants of success, and high levels of 
attention and planning are devoted to them. In Germany, the 
introduction of fixed prices for DRGs made it indispensable to 
have an accurate grasp of the entire treatment process, its 
time requirements, and its direct costs (e.g. physician time) 
and overhead costs.5

Optimization Potential in Service Billing
One of the most effective ways to reduce overhead costs is 
to optimize the recording and billing of the services provided. 
In the U.S., healthcare providers manually handle around 28% 
of eligibility transactions, which accounted for more than 
2.4 billion transactions in 2013.6 The potential for signifi-
cant cost savings is enormous. The estimated cost for a 
manual transaction is roughly $5, while an electronic trans-
action is approximately $1.60. Thus, U.S. healthcare providers 
could save a total of approximately $7 billion annually by 
switching six routine business transactions from manual to 
electronic.6 This represents an average savings potential of 
86% compared to the costs of manual transactions.

IT as a Cost Reducer
Enhancing efficiency through comprehensive and flexible digi-
talization of hospital processes is essential in the long term 
to counteract the overhead costs caused by complexity and 
a lack of transparency. One problem with today’s IT systems 
is that their concepts are too rigid, they are often operated 
as standalone solutions, and they are not sufficiently inter-
connected. A study by the management consultancy A.T. 
Kearney says that only carefully coordinated processes within 
the IT system can guarantee an accurate management of 
processes and thus reduce the administrative burden.7 The 
authors add that communication processes through third 
parties should be eliminated, as lean information flows would 
reduce interfaces and thus save money. 

In a Nutshell
Overhead Challenges in Healthcare
1.	 The most important prerequisite in eliminating avoidable overhead costs 

is to precisely define and record these costs, and allocate them properly. 
This is crucial in order to control these costs in a sensible way.

2.	 In terms of value, overhead costs are not necessarily economic burdens. 
They can contribute to higher levels of cost efficiency and care quality. 
However, costs that do not contribute to a higher quality of care should 
and must be reduced.

3.	 Hospitals in countries with particularly complex health systems and highly 
competitive markets tend to operate under the highest overhead costs.

4.	 There is considerable potential for optimization in the area of service 
accounting. The increasing use of electronic transactions helps to avoid 
unnecessary overhead costs.

5.	 Like other industries, healthcare providers have financial considera-
tions. Benchmarking with other industries and investing in a manage-
ment team that is well trained and experienced in business administra-
tion helps optimize overhead costs.

6.	 Comprehensive, flexible digitization of healthcare processes can be key to 
increasing cost transparency and process quality, systematically control-
ling overhead costs, and ultimately increasing cost efficiency and care 
quality in the long term.

Read the QR-code to 
watch a short video

introduction about the 
topic of overhead burden 

on YouTube.

1 ISD Scotland, www.isd.scotland.org
2 Institute of Medicine, Mark Smith (et al), Best Care at Lower Cost, 2013
3 HealthAffairs, A Comparison Of Hospital Administrative Costs In Eight Nations, 2014
4 The Independent Hospital Pricing Authority IHPA, 2014 www.ihpa.gov.au; ISD 
Scotland, Overhead Costs, 2010, www.isdscotland.org
5 KU Gesundheitsmanagement, Kliniken im Strukturwandel, 2012

6 CAQH Index, 2014, www.caqh.org
7 A.T. Kearney, Deutsches Gesundheitssystem auf dem Prüfstand, 2011, www.atkear-
ney.de
8 Institute of Medicine, The Healthcare Imperative, 2010
9 HealthAffairs, Accountable Care Around The World, 2014
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Standardizing Quality        
of Care
How and Why Standardization Can Help Healthcare Providers 
Improve Quality and Increase Efficiency

Standards can improve efficiency, particularly in complex areas such as healthcare. 
Standardized clinical pathways are increasingly influencing the debate about sustain-
able, affordable, and efficient healthcare. Proven, standardized procedures can make the 
quality of care more measurable and reproducible for providers, patients, and payers.

Clinical Pathways: A Promising Instrument for 
Managing Quality
Patient surveys indicate that quality of care is a decisive crite-
rion when choosing a hospital.1 For many years now, quality-
related selection factors such as expertise in a specific illness 
or treatment and the history of low numbers of medical errors 
top the list from the patient’s perspective.2 Therefore, the 
quality of healthcare influences occupancy and the commercial 
success of a hospital. Accordingly, systematic quality manage-
ment is an important task. Improvements along clinical path-
ways can positively influence the quality of care. This makes 
enhancing the pathway a promising focus for achieving reli-
able, reproducible care improvements in daily routines.
Evidence of this can be found all over the world. For example, 
a 2014 study of cancer patients at Xi’an general hospital in 
China produced impressive results. A specific clinical pathway 
was designed to standardize the treatment processes of partial 
hepatectomy (removal of the liver) for patients with HCC (hepa-
tocellular carcinoma, or liver cell carcinoma). In all areas of 
postoperative outcomes – total complications, mortality, and 
readmissions – the results were clearly in favor of the patients 
who were treated according to the clinical pathway, as opposed 
to the patients who were not.3

Quality of Care: Large Differences, Poor 
Transparency
The concept of defining clinical pathways has existed since 
the 1980s in healthcare systems worldwide. Despite promising 
results from various projects, the concept has only recently 
received widespread attention in conjunction with the buzzword 
“evidence-based practice.”

The reason for this is growing economic pressure: In the inter-
ests of sustainable, cost-effective healthcare, resources must 
be used as effectively and efficiently as possible. Therefore, 
hospital financing is strongly linked to objective, verifiable 
quality criteria, such as successful surgeries or treatment 
and readmission rates. Current examples of specific initiatives 

include Germany’s Hospital Structure Act, and the Affordable 
Care Act in the U.S.

Indeed, there is a need for action on quality of care. There 
are significant differences in the quality of treatment between 
developed countries on the one hand and emerging or devel-
oping countries on the other. This is reflected in, for example, 
the survival rates of cancer patients. For breast and prostate 
cancer patients, the home country seems to be a factor in 
their survival, since sophisticated diagnostic and therapeutic 
options do exist, but not necessarily in all countries. In many 
countries, there is a call for reliable quality standards from 
payers, government officials, and patients’ organizations.
Figures from the German Cancer Society (Deutsche 
Krebsgesellschaft, DKG) confirm the contribution that quality 
standards can make to better patient care. They indicate 
that the society’s approximately 950 certified cancer centers 



X Special Supplement from Siemens Healthineers in collaboration with HealthManagement.org

SPECIAL SUPPLEMENT

©
Fo

r 
pe

rs
on

al
 a

nd
 p

ri
va

te
 u

se
 o

nl
y.

 R
ep

ro
du

ct
io

n 
m

us
t 

be
 p

er
m

it
te

d 
by

 t
he

 c
op

yr
ig

ht
 h

ol
de

r.
 E

m
ai

l t
o 

co
py

ri
g
ht

@
m

in
db

yt
e.

eu
.

achieve significantly higher survival rates than many of the 
non-certified hospitals.6,7 In the future, German hospi-
tals must therefore expect deductions or could even be 
completely excluded from providing some health services if 
they fail to reach a certain number of cases or if they perma-
nently fall below a defined minimum standard, which would 
indicate that they do not provide adequate treatment quality. 
For hospital managers, therefore, it is increasingly becoming 
an existential matter to prove their hospital’s quality of care 
by means of evaluation criteria. 

Managing Complexity through Evidence-Based 
Standards
Wherever standards and guidelines serve as a basis for treat-
ment, it is important to develop them using the best possible 
evidence and to regularly review them using reliable measure-
ment and comparative data. The collection and evaluation of 
appropriate datasets often involves considerable additional 

work for employees.5 Thus, in the interests of having the 
broadest and most up-to-date database possible, hospi-
tals could rely on routine data, i.e., data they have to collect 
anyway for billing purposes or official health statistics. This 
significantly reduces the burden on the staff compared to 
using separately developed process indicators, and increases 
the willingness to cooperate.
Evidence-based standards not only improve cost efficiency, 
but can also help doctors make decisions, avoid medical errors 
and omissions, explain therapeutic decisions to patients, and 
can support high-quality care. For example, Helios, a German 
hospital chain, has relied on structured quality management 
and continuous improvement processes for many years. As 
part of the Initiative for Quality Medicine (IQM), the quality 
indicators developed by Helios for its companies are now 
also used in Germany, Austria, and Switzerland by numerous 
hospitals outside the group.8 Ideally, participating providers 
can use the figures to compare efficiency across institu-
tions, and the IQM process to manage quality and derive 
optimum treatment paths.  

Limitations and Challenges
For doctors and patients, the introduction of standards in 
combination with increasing economic pressure also leads 
to misgivings. Many doctors fear that standardization will 
restrict them in their individual treatment decisions. And 
patients are worried that they will not receive individualized 
– and therefore maybe more expensive – therapy.

The question is whether 
you, as a system, have a plan 

to EFFECTIVELY ENSURE adherence 
by all team members.

Gerald Hickson, MD 
Vanderbilt University Medical Center in Nashville, U.S.
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Read the QR-code to watch 
a short video introduction 
about the topic of 
standardization on YouTube.

In a Nutshell
Standardization Challenges in 
Healthcare
1.	 Standardization does not aim solely at lowering costs, but first and fore-

most at ensuring reliable, high-quality results. This makes it a key issue 
for providers, payers, and patients.

2.	 Standardized clinical pathways can make quality of care more measur-
able and reproducible for providers, patients, and payers, supporting more 
consistent, reliable treatment decisions.

3.	 For standardization projects to succeed, hospital managers must actively 
address the concerns of clinical staff and patients, persuade all parties, 
and motivate them to participate.

4.	 In view of rising costs and the existing differences in quality, payers, 
government officials and patients’ organizations in many countries are 
calling for reliable quality standards. For hospital managers, they are 
increasingly becoming a matter of survival.

5.	 Evidence-based standards and guidelines can provide support to doctors 
in making complex decisions, help them avoid medical errors and omis-
sions, and help ensure that all patients get a consistently high quality 
of treatment.

6.	 Existing standards and guidelines should be subjected to regular empir-
ical reviews and adapted to current findings. Rules that are based solely 
on tradition, or pragmatic consensus can endanger the quality of care.      

To enforce standards within healthcare facilities, resolute 
and well-thought-out change management is required. One 
important prerequisite for success in standardization projects 
is that providers persuade everyone involved of the benefits 
and motivate them to participate.9 

Even with clinical guidelines in place, a doctor’s individual 
clinical decision-making and individual opinions about the 
patient will still be needed in the future. This is particularly 
true in regard to the increasing number of patients with 
multiple chronic diseases, for whom using various clinical 
guidelines developed for single diseases may have adverse 
effects.5 Decisions must continue to be made individually 
and sometimes subjectively if there is insufficient empirical 
knowledge to secure a specific clinical pathway. To apply 
evidence to a specific patient care situation, the clinician 
needs evidence plus good judgment, clinical skills, and knowl-
edge of the patient’s unique needs. 

https://www.youtube.com/watch?v=9TlbVHhb0Gc


Healthcare Executive Alliance
Insights for Healthcare Leadership
  
Find out how Siemens Healthineers can help you tackle business challenges:

siemens.com/executive-alliance

Download now or request free print copies: 
siemens.com/executive-wp-orders

©
Fo

r 
pe

rs
on

al
 a

nd
 p

ri
va

te
 u

se
 o

nl
y.

 R
ep

ro
du

ct
io

n 
m

us
t 

be
 p

er
m

it
te

d 
by

 t
he

 c
op

yr
ig

ht
 h

ol
de

r.
 E

m
ai

l t
o 

co
py

ri
g
ht

@
m

in
db

yt
e.

eu
.

https://www.healthcare.siemens.com/magazine/mso-workforce-strategy.html
https://www.healthcare.siemens.com/magazine/mso-overhead-costs.html
https://www.healthcare.siemens.com/magazine/mso-standardizing-quality-care.html
http://siemens.com/executive-alliance 
http://siemens.com/executive-wp-orders

