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The CFO’s Role in Innovation
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NEXT TO THE CEO, THE CFO CAN BE THE MOST IMPORTANT CATALYST FOR
INNOVATION BY ENSURING DEDICATED RESOURCES FOR TESTING NEW
IDEAS.

In this interview, innovation consultant Adam Ward, author of Lean
Design in Healthcare: A Journey to Improve Quality and Process of Care,
examines the CFO’s role in innovation.
O nn w
whhaatt ccoon ssttiittu t e s i n nnoov aatti o n i n h e a lltthh c aarree. Ward defines innovation
as “the process and output of creating something that makes something
obsolete that exists today,” such as the process of transitioning from flip
phones to smartphones. In the healthcare industry, large-scale innovations
include moving from paper charts to electronic health records or
implementing telemedicine for population health management.
But innovation also can be incremental, Ward says. Inside healthcare
organizations, innovations often build from smaller operational
improvements, such as implementing a tool that improves productivity in a
particular unit.
O nn bbaar rriieerrss t o h e a l t h c a r e i n n o v a t i o n . Ward concedes that health care has
been somewhat averse to the risk associated with innovation. In addition,
some healthcare leaders, including physicians, have a difficult time breaking
with tradition and changing how processes have always been done. “Many
physicians don’t want to change, and they have been blasted by really bad IT
projects, and they are burning out,” he says.
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However, the right innovation teams and structures can help get innovation
projects off the ground.
S eeee r e l a t eedd t o o l : Is your organization ready for innovation? Take this quiz
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to find out.

On building innovation teams. Every innovation project needs executive
oversight. “The CEO and the CFO are the two most critical executives,”
Ward says. These leaders should encourage their teams to brainstorm ideas
that advance the Triple Aim—improved population health, enhanced patient
experience, and reduced costs.
If organizations have a chief innovation officer or a chief strategy officer,
these leaders also play critical roles. On the clinical side, chief medical
officers (CMOs) and chief nursing officers (CNOs) also may provide
executive guidance and support for projects.
However, Ward cautions against having COOs, the chief information
officers (CIOs), or other operational leaders directly oversee innovation
projects that aim to transform operations. “A lot of times when they get
involved in executive oversight, they have a tendency to protect current
operations,” he says. In such cases, CEOs, CFOs, or leaders from project
management offices (PMO) or dedicated innovation centers may be tapped
for oversight.
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Ideally, each project team needs to have an owner who understands the
business and what needs to get fixed. A team also should include tactical,
cross-functional experts who can dedicate at least 20 percent of their time
addressing project-specific questions related to technology, clinical
processes, or other areas. Other experts can serve as “curb-siders” who
spend even less time on the project but can be pulled in as needed to work
on the team, Ward says.
O nn tthhe c a p iitta l n eeeedde d f o r i n n o v aatti o n . To help spur innovation, CFOs
should “isolate the innovation dollars” by keeping the funds separate from
operations, Ward says. This might mean creating a separate line item for
innovation or using foundation funds to start projects.
Although there is no clear rule for what percentage of operating revenue
should be set aside for innovation, organizations that invest even less than
one percent can have significant results. “The high performers in innovation
are not necessarily the high percentage investors,” he says, adding that some
organizations may set aside $500,000 to complete one innovation project,
while others may dedicate more than $10 million to start working on
innovation.
O nn ssppe c iiffi c t e cchhn i q u e s t h a t p r o m
moot e i n n oovvaatti o nn.. Ward stresses the need
for high-quality process improvement methodologies, such as Lean, to roll
out innovations in patient services. For project management, he
recommends Agile and Scrum, two methodologies that were born from
software development and can provide a framework for innovation. In
addition, he suggests that teams adopt design-thinking processes, which can
help bring ideas to life through a prescribed series of stages.
O nn pprroom
moot i n g iinnn oovvaat i o n iinn s m a l l e rr h o s p iitta llss.. Organizations that do
not have dedicated staff for innovation may want to get a leader certified in
Agile, Lean, or human-centered design, which focuses on creative problemsolving, Ward says. Then, this leader can serve as an in-house “owner” for
innovation. “All hospitals can afford one-quarter of an FTE to work on
innovation and just experiment,” he says.
O nn tthhe m i s t a k e ss y o u c a n a v o i d . “The biggest mistake I see is when health
systems try to become something they are not,” he says, pointing to
organizations that view innovation through the lens of technology or device
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development exclusively. Although he thinks joint ventures with device and
technology companies can be fruitful, he does not believe that healthcare
organizations should focus on becoming these high-risk companies
themselves. “There’s a lot that should be left to the medical device world
because these types of innovations pull resources and time, and create risk in
the organization,” he says. “There is plenty of innovation that can happen
with patient services, and no one knows that better than they do.”
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O nn ccrre aattiinngg a m
moorree i n n o v a t i v e c u l t u r e . To sustain innovation—which
may require several quarters or even years to generate results—CFOs should
create more flexible financial reporting timelines for these projects that look
beyond monthly or quarterly reports. While process improvement projects
may be able to turn around results in two months, larger scale innovations
often require longer timeframes.
He also recommends that CFOs look for opportunities to be evangelists for
innovation. “Any time CFOs see an idea that could render traditional
processes obsolete, they should talk about it and reward it,” he says. “The
simple first step is to find a person and start a tiny project—it can start that
small.”

Laura Ramos Hegwer is a freelance writer and editor based in Lake Bluff, Ill.

Interviewed for this article:
Adam Ward is an innovation consultant with Simpler and the author of
Lean Design in Healthcare: A Journey to Improve Quality and Process of
Care.
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