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The Great Divide





What are your pain points when it comes to Quality or 
the Quality Department?



Questions

• Is your Quality department considered an OVERHEAD department?

• Are you involved in the individual line item COSTS in the Quality 
budget?

• Do your Process Improvement Projects project the expected ROI 
BEFORE implementation?

• Are you able to CASCADE the cost and ROI implications to front line 
employees?



Cost of Poor Quality

Discussion:

How does poor quality cost the healthcare organization?

What are some examples of poor quality leading to cost?

Cost of poor quality, or COPQ, is both the direct and indirect costs 
associated with the defects generated by a process. The cost varies 
depending on how far the product or service goes along the process before 
being detected. (iSixSigma)



The LOCK…



Companies that Experiences Significant Quality 
Issues



What Do They Have In Common?

• Product quality failures (e.g., outdated or unsafe products)

• Operational quality failures (e.g., poor service, weak processes)

• Data and reporting quality failures (e.g., Enron)

• Innovation quality failures (e.g., Kodak, Blockbuster)

• Customer-experience quality failures (e.g., Toys “R” Us, Circuit City)



Why This Matters to Healthcare

• Quality failures directly impact patient safety, reimbursement, and 
reputation

• CMS, OIG, and state regulators increasingly tie quality to financial 
penalties 

• Rural hospitals face amplified risk due to staffing, turnover, and 
resource constraints 



Hospital Quality Failures

• 10–12% of hospitalized patients in high-income countries experience 
adverse events

• 134 million adverse events globally each year

• 2.6 million deaths linked to poor quality care

Lesson:  Quality failures are not rare — they are systemic

References:
World Health Organization (WHO) 2023:  https://www.who.int/news-room/fact-sheets/detail/patient-safety
Frontiers in Public Health (2025): https://www.frontiersin.org/journals/public-health/articles/10.3389/fpubh.2025.1504172/full
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Common Patterns Across All Industries

• Leadership incentives misaligned with safety

• Underreporting and weak controls

• Overconfidence in regulators to catch problems

• Workforce shortages and inconsistent/lack of training

• Outdated IT and fragmented systems



Human 
Factors

Staffing

Process

EquipmentEnvironment

Training

Leadership
Management

Communication

Policy & 
Procedures

Common Themes…but no Silver Bullet



The Cultural Drivers

• “We’ve always done it this way”

• Fear of speaking up

• Pressure to meet deadlines or budgets

• Lack of transparency

• Siloed departments and poor communication



Hospital Closures

 Chronic patient safety problems
 CMS penalties for readmissions and HACs

 Repeated low performance on CMS 
quality metrics

 Severe staffing shortages
 Inability to maintain service lines
 Difficulty meeting regulatory standards

 CMS decertification for patient-safety violations
 Medication management failures

 Persistent low CMS star ratings
 Chronic infection control issues
 Staffing issues

 Operational strain that threatened safe care



 Regulatory deficiencies and loss of 
patient volumes

 Declining quality scores and 
unsustainable operations

 Staffing, quality metrics, and financial 
losses

 Quality related service cuts and staffing  Failed to meet regulatory and safety 
requirements

 Inability to maintain safe staffing and 
service lines

Hospital Closures



 2 Star hospital
 $4M HAC Penalty

 Financial Reasons Financial Reasons



Cost of Poor Quality

• Public Reporting of Data

• Medicare Payment Penalties
XYZ

https://www.medicare.gov/care-compare

HAC Hospital Acquired Conditions1%
IQR/MU Inpatient Quality Reporting/Meaningful Use2%

HVBP Hospital Value Based Purchasing2%

Readmissions Reduction Program3%

8%

https://www.medicare.gov/care-compare

Average Medicare Revenue: $147,000,000

- $12,000,000
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The Hospital Readmissions Reduction Program (HRRP) penalizes up to 3% of Medicare payments for excessive 
readmissions. The Hospital-Acquired Condition (HAC) Reduction Program applies a 1% penalty to the worst-performing 

25% of hospitals.

CMS Penalties



2/9/2022

Cost of Poor Quality



Stage 3 Pressure 
injury

$43,180 Cost to the 
Hospital1

$300,000 Average Legal 
Settlement2

Inpatient Fall

1AHRQ 5/1/2023 Preventing Pressure Ulcers in Hospitals
2https://nycbedsorelawyer.com/
3https://www.centerfortransforminghealthcare.org/
4https://www.losangelespersonalinjurylawyers.co/

$32,292 Cost to 
the Hospital3

$100,000 – $300,000 
Average Legal 
Settlement4

Examples of Cost of Poor Quality

1https://onlinelibrary.wiley.com/
2https://nycbedsorelawyer.com/
3https://www.centerfortransforminghealthcare.org/
4https://www.losangelespersonalinjurylawyers.co/





Source: https://www.vizient.com/insights/articles/quality-is-healthcares-most-underestimated-financial-lever

Hospitals in Vizient’s top tier for quality performance reported an average operating margin of 6.3% in 
late 2025, while hospitals with the lowest quality posted a -3.6% operating margin, according to 
a Vizient study published March 16.

https://www.vizientinc.com/insights/all/2026/quality-is-healthcares-most-underestimated-financial-lever
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How Can We Use Those Funds?

EMPLOYEE SATISFACTION

Hospital A:
Cost of poor quality:  $7,875,418
Cut in half:       $3,937,709
Number of employees: 1391

BONUS: $2,830!

Hospital B:
Cost of poor quality:  $3,908,555
Cut in half:       $1,954,277
Number of employees: 102

BONUS: $19,082!

>$1M Opportunity

…2,063

Iowa

…21



How Can We Use Those Funds?
NEW SERVICES TO COMMUNITY

Hospital C:
Number Beds:   62
Closest Referral Hospital:  179 miles
Cost of poor quality:   $1,782,523

Cost of Cath Lab:   ~$1.2M

Annual Revenue*   $2.6 – 4.2M

*Estimate with 5 procedures a week

…326

<101 Beds AND >$1M Opportunity



Questions/Discussion



Doug Johnson, RN, CPHQ, LSSBB
505.280.8248
Doug@ConsultingRemedy.com
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