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Abstract 

 Change is happening rapidly in every organization within every industry. The following 

paper will go through the changes that are necessary within the healthcare system, specifically 

addressing changes needed for commercial payer organizations, and will identify the most 

appropriate change management framework that organizations can apply to successfully 

implement these changes.  

For many decades, the United States has continued to see declines in the quality of care 

provided to patients and the overall health of its population, yet the costs associated with 

healthcare continue to rise year after year. While changes have been occurring by other parts of 

the system to achieve better healthcare, the payer sector appears to be trailing behind. To ensure 

successful change across the entire industry, all pieces of the system must be aligned towards the 

same effort. The best way for payers to align with the remaining facets of the industry is to 

transform their reimbursement structure to focus on value-based reimbursement (VBR) methods. 

Through exploration of change leadership tools and processes, the change framework that 

proves to have the most success for organizations in any industry is John Kotter’s eight-step 

change process. This paper will provide research that supports the use of Kotter’s process for 

organizational change. The paper will also analyze the research published and how it can be 

applied to payer organizations by using the fictional commercial payer organization 

“Organization Z” to better illustrate the use of Kotter’s framework for organizational change.  

It is through VBR methods that payers can influence the entire healthcare system to meet 

the triple aim, and complete the system-wide change effort for healthcare. Applying Kotter’s 

framework to implement these changes will ensure the organization’s change effort is successful 

and sustainable.  
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Introduction 

Organizational changes are necessary in every industry throughout the world for 

organizations to improve processes to become more efficient and find new ways to remain 

competitive in today’s business world due to increasing global competition and consistent 

technological advances (Kotter, 2012). This need for change is evident in the healthcare system 

within the United States. In 2000, the Institute of Medicare published their report identifying the 

industry’s need for change due to the low quality of care provided, stating that “between the 

healthcare we have and the care we could have lies not just a gap, but a chasm” (p. 1). Eight 

years later, Health Affairs published their own report also citing the need for change within the 

healthcare industry and introduced the concept of the “triple aim”, which is the goal for the entire 

healthcare industry to achieve improvements in the patients’ experience of care, improvements in 

the health of the population, and reductions in the total costs of healthcare (Berwick, Nolan, and 

Whittington, 2008).  

No industry-wide changes that have taken place between then and now have been more 

impactful than the Patient Protection and Affordable Care Act of 2010 (PPACA), which was 

signed into law by former President Barack Obama on March 23, 2010 (Kaiser Family 

Foundation, 2013). As a result of this law, changes began to develop within the Centers for 

Medicare and Medicaid Services (CMS), using the PPACA as the foundation to shift 

reimbursement strategies for providers from the status quo process of focusing on the volume of 

services rendered to focusing on the value of services being provided (Thompson, 2011).   

The concern facing the healthcare industry within the United States in the present is the 

lack of adoption of reimbursement policies focusing on value versus volume. While industry 

experts agree the need to make this shift is important for the industry to achieve its triple aim 
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goals, they feel the changes need to be sped up and the sector of the industry that is more 

influential in making that happen are the payers (Small, 2017). Payers within the healthcare 

industry need to change their organizational strategy by reimbursing providers using VBR 

methods instead of the traditional fee-for-service reimbursement methods.  

Shifting reimbursement methods for payer organizations is not an easy task to 

accomplish; however, successful organizational change leadership is possible when the 

organization follows a change framework that has been proven successfully previously. Kotter is 

an industry expert in organizational change leadership who has identified such a framework for 

organizations to successfully implement changes by following his eight-stage change process. 

This eight-step process, when adopted by payer organizations in the healthcare industry, can lead 

them to successfully shift their focus to VBR methods and influence those in the industry to also 

embrace the need for this change.  

The following paper will provide an overview of literature available in the field of 

organization change leadership to explain how payer organizations can change to VBR methods 

successfully while also illustrating why the change is necessary for the healthcare industry to 

overcome the challenges of declining health in the United States population, declining 

perceptions of the level of care by patients, and unyielding increases to overcall costs of 

healthcare. Following the review of literature is an analysis of the literature in application to the 

fictional payer organization, Organization Z. The analysis will provide specific benefits that 

VBR methods will have on payer organizations such as Organization Z, as well as an analysis of 

how this organization can apply Kotter’s framework to shift from fee-for-service reimbursement 

methods to VBR methods. 
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Background 

Healthcare in the United States has needed major changes for many decades. In 2000 and 

2001, two major reports were issued by the Institute of Medicine reporting staggering details 

about the current state of healthcare in the United States. The first report, To Err is Human: 

Building a Safer Health System, focuses on highlighting the major quality issues that had been 

occurring within healthcare. The Institute of Medicine (2000) references data from the Centers 

for Disease Control and Prevention (CDC) when stating that “more people die in a given year as 

a result of medical errors than from motor vehicle accidents (43,458), breast cancer (42,297), or 

AIDS (16,516)” (p. 1). In their second report, Crossing the Quality Chasm: A New Health Care 

System for the 21st Century, the Institute of Medicine (2001) furthers elaborates on the issues 

within the healthcare system due to the breakdown in many facets of the healthcare system 

requiring a redesign to meet the needs of the population; however, they identified the change is 

not required by providers and healthcare organizations. Changes are also required to policies and 

procedures in place within the entire system, with specific reference made to providing rewards 

to those who improve performance (Institute of Medicine, 2001).  

The quality of healthcare is not the only concerning aspect within the system that has 

been long identified as requiring a change. Despite the lower quality of healthcare provided and 

the declining health of the population in the United States, healthcare costs within the nation 

continue to rise at an exceedingly fast rate. The measured per capita costs for healthcare in 2005 

was $6,041, a measure that has been increasing steadily since 1980 when per capita costs 

measured at just over $1,000 (Frogner & Anderson, 2008). In 2013, healthcare costs have only 

continued to grow with total healthcare spending in the United States measuring at $9,086 per 

capita (Squires & Anderson, 2015). When compared to other nations, the United States has the 
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poorest population health, it has one of the lowest quality rankings, and it continually has the 

highest healthcare spending costs per capita (Chang, Peysakhovich, Wang, & Zhu, 2011; Squires 

& Anderson, 2015; MacDonald, 2017).  

The United States has continued to recognize its failures to achieve successful adoption 

of the triple aim within the healthcare sector as identified by further publications recognizing the 

need for change. However, none was more prevalent than the article published by Health Affairs 

after the Institute for Healthcare Improvement (IHI) organized multiple researchers and 

organizations within the healthcare system together to better understand how to achieve a better 

healthcare system. The article, published in 2008, defined three specific aims that all facets of the 

healthcare system must pursue simultaneously. These aims, coined by the IHI as the “triple aim”, 

became a part of the United States’ strategy to improve its healthcare system (Whittington, 

Nolan, Lewis, & Torres, 2015). The triple aim includes the following: improving the patient’s 

experience of care, improving the health of the population, and reducing the total costs of 

healthcare (Berwick, Nolan, and Whittington, 2008).  

Prior to the coining of the “triple aim”, the United States government created legislation 

that has been at work to attempt to battle the issues facing the healthcare system. In 1998, former 

President Bill Clinton and his administration created the Quality Interagency Coordination Task 

Force, whose mission is to establish healthcare quality standards using all facets of the healthcare 

system, to work collaboratively between Federal agencies to find ways to improve the quality of 

healthcare, and to use the new Health Care Quality Council to create goals for quality and 

actively track progress to achieve these goals (Clinton, 1998). A year later, the Healthcare 

Research and Quality Act of 1999 went into effect, changing the name of the Quality Interagency 

Coordination Task Force to the Agency for Healthcare Research and Quality (AHRQ), and 
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reaffirmed its mission from the Federal government to focus on improving healthcare quality 

(Meier, 2000). Today, the AHRQ continues to be a source of research and data used to improve 

the quality and safety for America and the healthcare system (AHRQ, “Profile”, n.d.) 

After the “triple aim” goals were defined, the United States continued to use these as a 

foundation for its national strategy for the healthcare system. When former President Obama 

took office, healthcare improvements were one of the main challenges he sought after to tackle. 

Within two years of his election, former President Obama signed into effect the PPACA on 

March 23, 2010. With the passage of the PPACA, several provisions were created for a multitude 

of changes within the healthcare industry, including payment reforms aimed to meet the needs to 

change the healthcare system and achieve the triple aim by focusing on value-based care versus 

the traditional, fee-for-service care that most payment methodologies are built upon (Kaiser 

Family Foundation, 2013).  

The CMS has been fundamental in paving the way for value-based care through 

implementing several VBR methods. To test these payment and delivery models, the PPACA 

established the Center for Medicare and Medicaid Innovation (CMMI), more commonly referred 

to as the Innovation Center. CMMI’s intent is to prepare healthcare payment and service delivery 

models and test them to ensure they meet the needs of the healthcare system and will reduce 

costs, increase efficiencies, and improve quality in healthcare (Scott & Eminger, 2016).  

One of the first VBR methods that CMMI unveiled was the Bundled Payments for Care 

Improvement (BPCI) initiative, which is a voluntary program for providers to participate in that 

bundles payments for certain types of services, by reimbursing the hospital and physicians for 

the entire episode of care for the patient (Scott & Eminger, 2016).  The hospital and/or 

physicians receiving the bundled payment is then responsible for reimbursing additional 
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providers to whom they coordinated care with. The expectation for this model is that care will 

save costs, prevent unnecessary procedures, and gives the provider the choice in which services 

to offer (Henkel & Maryland, 2015). Another VBR program through the CMS is the Shared 

Savings model, which rewards providers for increasing quality and cutting healthcare spending. 

The CMS encourages physicians and hospitals to participate with other providers to form an 

Accountable Care Organization (ACO). The ACO is measured by the CMS to ensure the 

providers are meeting the performance standards for value-based care and lowering their 

healthcare costs, and the rewards the ACO through financial incentives (CMS, 2016). Since 

2012, the Medicare ACOs have generated a total savings of $1.29 billion (MacDonald, 2017).  

Additional VBR methods have been developed and tested over the past several years 

since the PPACA took effect. These include, but are not limited to: pay for performance (P4P) 

models, which rewards providers when they meet specific quality goals; shared risk models, 

which rewards providers for realizing cost-savings in care, but providers are expected to cover 

the amount of costs if the saving goals are not met; global capitation models, in which providers 

agree to accept a specific dollar amount payment for each person they provide care for to ensure 

that providers keep members as healthy as they can; and lastly, provider-sponsored health plans, 

which are insurance plans offered 100 percent by the providers where the provider receives the 

insurance premiums from their members and accepts 100 percent of the risk for the costs 

incurred with the members’ care (Henkel & Maryland, 2015).  

More VBR methods are being developed regularly by the CMMI, some models becoming 

mandatory for Medicare and Medicaid providers, such as bundled payments for heart attacks and 

joint replacement. However, experts indicate that not all facets of the healthcare industry have 

been as successful in adapting to the changing framework of VBR methods. Michael Tarnoff, the 
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chief medical officer at Medtronic, advised that the payer sector needs to begin shifting their 

strategy to focus on value-based care and reimbursement (Small, 2017). The history of the 

United States healthcare system has been riddled with failures leading to declining health and 

quality of care while increasing overall healthcare costs. When changes need to be made, it is 

vital that all parts of the system are aligned with the same goal. In this case, the same goal for 

each aspect of the healthcare system is the triple aim. As Tarnoff stated, changing the framework 

for payers in healthcare is “the most powerful thing that could be done” (Small, 2017, para. 18). 

 

Conceptual and/or Theoretical Framework 

Change is necessary in any industry, within every organization. As history has shown, 

there is no industry in greater demand for change than United States’ healthcare system. 

Changing the entire system requires buy-in from all facets within the healthcare industry, 

including the government, providers, payers, and patients. Through the enactment of the 

PPACA, the government has initiated the change effort to achieve the triple aim, placing 

emphasis on value-based care and VBR methods. Providers have begun to make the shift to 

focusing on value-based care to meet the requirements sent by the CMS. Patients have long been 

wanting lower healthcare costs with value-added care being provided. The final aspect of the 

healthcare system that needs to join the change effort in full are the payers. There are many 

change frameworks available to organizations that highlight success; however, none have proven 

as successful as Kotter’s eight-step process.  

Kotter’s eight-step process defines specific steps or stages within the change process, that 

when followed in its entirety, will ensure that the change effort is successful and sustainable. 

Changes within organization face many challenges and obstacles that can cause failures, or may 
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lead to a successful change effort only to last a short time frame before the process reverts to the 

original process. There are two main approaches applied to change efforts: “analysis-think-

change” and “see-feel-change”, and Kotter’s process has been expanded to focus on the “see-

feel-change” approach as this has been proven to be more powerful in achieving successful 

change within organizations (Cohen, 2005). These eight steps, or stages as they are sometimes 

referenced as, are provided below:  

1. Establishing a sense of urgency 

2. Creating the guiding coalition 

3. Developing a vision and strategy 

4. Communicating the change vision 

5. Empowering broad-based action 

6. Generating short-term wins 

7. Consolidating gains and producing more change 

8. Anchoring new approaches in the culture 

(Kotter, 2012, p. 23) 

Kotter’s process took off after the publishing of his initial article “Leading Change: Why 

Transformation Efforts Fail” in the Harvard Business Review. The article, along with several 

subsequent book publications by Kotter, defined the eight-step change process through additional 

research and identified a practical roadmap for organizations to follow for successful 

transformation while also identifying several key mistakes many organizations make during the 

change process causing the transformation to fail. Each step should be completed in the sequence 

illustrated above as it creates a solid foundation for the change effort (Kotter, 2012). Without this 
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foundation, Kotter provides examples of organizations that experienced problems during the 

transformation and/or caused the change to fail (Kotter, 2012; Kotter & Cohen, 2002).  

The first step within the process is to create a sense of urgency. Kotter has identified this 

step as the most important and crucial for organizations to complete to achieve successful 

transformation. By thoroughly researching organizational change efforts, Kotter found that all 

successful change efforts started the process with a sense of urgency; however, those that 

remained complacent or created a failed sense of urgency created more problems throughout the 

change effort (Kotter, 2008). Many organizations face the problem of complacency in which 

they believe that the status quo is sufficient. Payer organizations face this problem by holding 

onto the idea that a fee-for-service focused strategy remains the best option for the industry. 

They may agree that change is needed, but push the responsibility onto other facets of the 

industry to implement changes. Following the first step, it is vital that the payer organization 

removes this complacency and increase the sense of urgency that change is necessary to shift to 

VBR methods.  

Once the change sponsor confirms that the sense of urgency is prevalent within the 

organization, the next step in the process is to build a guiding coalition.  When initializing the 

change process, the change sponsor will have already started this step when working with key 

stakeholders for the organization to help build the sense of urgency; however, the change effort 

will require more than one great leader or even one team to continue through the change process 

successfully (Cohen, 2005). Gilley et al. (2009) (as cited in Hayes, 2014) supports this insight 

addressing that the key to successful change comes from collaboration, not just the top leaders of 

the organization using their authority and power to force change efforts.  



CHANGING THE HEALTHCARE ORGANIZATION 13 

The second step addresses increasing buy-in and selecting appropriate leaders for the 

coalition for change, which starts with engaging the right people, setting clear team goals, and 

developing trust and commitment from within the teams (Cohen, 2005 p.36). When determining 

who the right people are, organizations can use formal models, such as a criteria model that 

identifies specific criteria each potential team member should embody, or informal models such 

as the penguins used in Kotter’s & Rathgeber’s fable Our Iceberg is Melting, in which the 

current members of the change effort verbally discuss potential team members and made a final 

decision without formally addressing their skills and qualities (2005). Many organizations fail 

either because they put together the change coalition with competent leaders with excellent 

skills, but the team does not synergize, or the team works together great but do not have the right 

characteristics necessary to lead the change effectively (Kotter, 2002). Either of these options 

can cause the change effort difficulties in proceeding or lead to its failure.  

After pulling together the right people to act as the guiding coalition for the change effort, 

the change team will need to develop the vision and strategy for the change. The vision and 

strategy will act as the foundation for communicating about the change in a more simplified 

manner, it will coordinate all participants in the change effort to move collectively in the same 

direction, but most importantly, it can be used to keep up the change momentum and motivate 

the support of the change effort by stakeholders inside and outside of the organization (Kotter, 

2012). By developing an effective vision, the change team can remain on task in an easy manner 

by continually verifying that their actions and decisions align to the vision of the change.  

The vision of the change effort is a picture of what the future will be once the change is 

completed successfully. An effective vision will be: imaginable and futuristic, compelling, 
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desirable, feasible and realistic, clear and focused, flexible, and communicable (Cohen, 2005; 

Kotter, 2012). When developing the vision, “simplicity is essential” (Kotter, 2012, p. 79). 

Although the final vision developed should be simple, the process of its creation should 

include reviewing and analyzing data related to the problem and the need for change; creative 

problem-solving techniques; consideration of the audience’s heart, as well as the head; and 

should consider all stakeholders to prevent team members within the coalition from narrowing 

their suggestions to what will best protect their own subgroup (Kotter, 2012). It is important to 

also address the urgency in developing the vision. The change sponsor should remain 

conscientious to this and keep creating a vision as a priority. Once the vision has been 

completed, the change team can use the information to develop an effective strategy for how the 

organization can achieve its vision.  

After the vision and strategy are developed, the next step in the process is for the change 

team to communicate the change effort and its vision with the organization to obtain buy-in from 

the organization’s stakeholders. While the development of the vision is an important step, if it is 

not communicated effectively, the vision of the change will be lost. Similar to creating the 

vision, Kotter (2012) indicates that communication should be kept simple. Communication can 

also include a metaphor, analogy, or example to further illustrate the vision’s message (Kotter, 

2012). Another tactic referenced by Kotter (2012) and Cohen (2005) is to repeat the message 

often and use different forums to spread the message. This is important for obtaining buy-in from 

stakeholders because it shows that the change effort is a priority and can build excitement about 

the change, which can work to prevent or minimize resistance for the change.  

Additionally, the communication should be multi-directional. The change team should 

not simply talk to the organization about the change, but instead should engage in dialogue with 
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stakeholders about the change process and obtain feedback and suggestions for the vision 

(Cohen, 2005). Involving stakeholders in the change effort can add to their excitement and 

motivation to help push through the change effort, as well as provides the opportunity to make 

better decisions based on feedback received from stakeholders with different perspectives and 

experience (Hayes, 2012).  

When creating effective communication about the vision, it is important that initiatives 

by the organization and actions taken by leadership are aligned with the vision (Cohen, 2005). 

This element of effective communication relates to the adage that “actions speak louder than 

words”. Stakeholders lose trust in the change effort following the communications shared about 

the change effort when new initiatives are introduced that are inconsistent with the goal of the 

vision. Stakeholders identify this to mean that leadership is not supportive of the vision causing 

stakeholders to withdraw any buy-in that was sparked following communications about the 

change vision. Communicating the vision effectively is necessary, otherwise the next two steps 

in the process will fail (Kotter, 2012).  

Following communications about the change vision, the next step in the process is to 

empower employees for broad-based actions. This step refers to removing barriers for employees 

that would prevent them from implementing the change vision (Kotter, 2012). It is during this 

step that employees become involved in the change process; therefore, understanding the vision 

and strategy of the change effort will be vital in the success of this part of the process. During 

this part of the process, it will be important for the change team, as well as the stakeholders of 

the organization, to identify barriers to achieving the change. Part of this will include reviewing 

the organization’s strategy to ensure that it will align with the vision after the change. Kotter 

(2012) provides an example where the vision is to “speed everything up”, yet the organization 
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has silos of departments who do not communicate effectively causing everything to slow down 

(p. 109). This type of barrier does not provide employees with the ability to achieve the vision, 

and will impede the change process or cause it to fail.  

Kotter (2012) cautions that not everything related to the vision can be changed due to 

resource constraints; therefore, the focus should be on changing major processes that are not 

aligned with the vision. One such example would be troublesome managers, or “NoNos” as 

Kotter refers to them (Kotter & Rathgeber, 2005). These types of individuals in organizations 

work against the change process by discrediting members of the change team and/or providing 

only negative rationales related to the change effort, most likely to explain why the change is not 

needed. These individuals are best dealt with using honest dialogue, or as used in the case of 

NoNo, the penguin, in Our Iceberg is Melting, diverting their attention and energy away from the 

change process entirely (Kotter & Rathgeber, 2005). The below list references Kotter’s 

suggested actions to empower people, or stakeholders, to effect change:  

 Communicate a sensible vision to employees… 

 Make structures compatible with the vision… 

 Provide the training employees need… 

 Align information and personnel systems to the vision… 

 Confront supervisors who undercut needed change… 

(Kotter, 2012, p. 119, “Table 7-2”) 

Following empowering broad-based action for the employees, the change team should 

focus on generating short-term wins. Doing this step will ensure that momentum for the change 

process continues by highlighting successes that are already happening. It is important the wins, 

or improvements in the process are measurable, visible, timely, relevant to all stakeholders, 
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relevant to the situation, and relevant to the people involved in the change (Cohen, 2005). These 

wins should be big, but they should also be planned out. Kotter’s research has found that most 

change efforts are undermined because “managers don’t systematically plan for the creation of 

short-term wins” (Kotter, 2012, p. 128). Instead, managers are either praying or hoping for 

results that may or may not occur. Most do so because of the added pressure of needing to plan 

for a short-term win amid a major change effort is too much; however, generating short-term 

wins reminds all involved of the urgency of the change needed and prevents those involved from 

“letting up on the gas” or dropping the rate of momentum (Kotter, 2012).  

Following this stage in the process, the change effort should have a team in charge that is 

guiding the change that has sufficient momentum sustained by generating short-term wins. 

Additionally, there should be a clear vision and strategy of how the full change effort will be 

achieved that has been communicated to the organization and stakeholders obtaining their buy-in 

for the change process. The next step is to continue this momentum by consolidating gains and 

producing more change.  

Most commonly, it is between step six and step seven in the process that change efforts 

fail when the organization celebrates the victory sooner than they should. This tends to happen 

when a short-term win is celebrated in a manner that the celebration is construed as the final 

victory, or the organization celebrates so many short-term wins that stakeholders become 

complacent believing that what they have accomplished sufficiently achieved the change vision. 

It is vital for the change team to plan for this step by understanding that the change effort, 

especially those taking place in large organizations, will be a long-term process. During this, 

they will need to implement more changes, obtain more help including people from senior 
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management and the leadership teams below in the hierarch, and reductions of unnecessary 

interdependencies within the organization (Kotter, 2012).   

Step seven of the process is one of the largest steps in Kotter’s process as it involves 

tackling more difficult changes aligned with the vision. Kotter (2002) found that most change 

efforts start with the guiding coalition taking on easier problems to generate short-term wins; 

therefore, as the momentum builds and time progress, those problems that remain are more 

difficult to solve for producing more change. Additionally, reviewing the change effort can lead 

to the change team regrouping with experts, which may include bringing in more assistance from 

stakeholders, senior management, and leadership from lower ranks, and refining the change 

effort. The key focus of this step for the organization is to not let up in the change effort and 

ensure that the sense of urgency and momentum are sustained until the vision is fully achieved.  

Once the vision is achieved, the final step in the process is to make it stick by “anchoring 

new approaches in the culture” (Kotter, 2012, p. 23). This step involves the organization 

incorporating the new culture or updating the old culture with the new practices while removing 

those that are inconsistent with the vision, which can be a difficult task as culture cannot be 

changed easily (Kotter, 2012). Kotter has this step last in his change process framework because 

of the research he conducted, which found that most cultural changes will not take place until 

after it has been proven that the new processes work and are better than old methods (Kotter, 

2012). However, without rooting the changes implemented throughout the transformation 

process into the organization’s culture, it is too difficult to sustain them, and the organization 

will regress back to the original processes.  

Similar to step six, step eight involves achieving tangible results, or short-term wins; 

however, it expands to include showing stakeholders these wins and clarifying why the previous 
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processes would not have achieved the similar results (Cohen, 2005). Additionally, it is 

important that the change team recognizes that during step eight, turnover may be necessary for 

individuals that are not or cannot change their behavior to align with the new approaches created 

as part of the change effort (Cohen, 2005). Culture is difficult to change because individuals tend 

to rely on doing things the way they have always been done. As such, it is important for the 

change team, as well as leaders within the organization, to see how beneficial the change effort 

will be once completed. The way to achieve this is by immersing the change in their day-to-day 

activities (Cohen, 2005). Once the change has been rooted in the culture of the organization, so 

behaviors and values are focused on the new approaches and there is no risk to revert to old 

behaviors and values, the change effort has been completed successfully.  

The eight-step process best achieves successful change when completed in order; 

however, Kotter (2002) recognizes that there are times that steps may overlap, such as creating a 

guiding coalition while also developing the vision. While the organization is developing the 

coalition into a cohesive group, they may also be using their time to work together to develop the 

vision and strategy for the change. This is acceptable and will not sabotage the change effort; 

however, Kotter (2012) cautions against skipping steps or proceeding with steps out of sequence 

because it will not create the momentum necessary to achieve successful change. While some 

steps may seem out of order for a specific organization, the process should be completed in order 

to prevent failures or challenges during the transformation.  

 

Organizational Overview 

Kotter’s framework for organizational change has the potential to apply to any 

organization, including payer organizations within the healthcare industry. The payer 
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organization can be a for-profit organization, or non-profit organization, covering individuals, 

families, employer groups, and/or provide supplement coverage for individuals covered by 

Medicare or Medicaid. The largest payer in the United States is the CMS, which is ran by the 

federal government (Centers for Medicare & Medicaid Services, 2013). For the purposes of this 

paper, the focus of the organizational change will be on a hypothetical company referred to as 

Organization Z, though the information presented could apply to other types of payer 

organizations.  

Organization Z is a large organization with over 100,000 employees. It is headquartered 

within the United States and provides insurance coverage to residents of the same nation. It is a 

for-profit, commercial payer ran by a Board of Directors, as well as the Chief Executive Officer 

(CEO). The organization provides products to markets in all fifty states, as well as Puerto Rico. 

The three main product types they offer include health and medical insurance, dental insurance, 

and vision insurance. As such, employer groups and individuals can obtain a health and medical 

insurance policy, a standalone dental insurance policy, a standalone vision insurance policy, a 

combination of two of the products, or all three products.  

Organization Z has been profitable for the past five years. Their mission is centered on 

not only providing insurance coverage to members, but improving the health of their members 

and making insurance understandable for their members. As such, the company provides 

wellness support programs as part of their coverages, including nurse support available 24/7, and 

customer service support available 18 hours a day, 7 days a week. The organization focuses on 

this mission as part of all its marketing strategies, though the strategy for individual state markets 

vary depending on that state’s demographic.  
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While led by the organization’s Board of Directors and CEO, the organization is divided 

into four main branches. The first three branches are broken out by product type specialty: the 

health and medical branch, the dental branch, and the vision branch, each reporting up to a 

branch Vice President (VP), who then reports to the CEO. The fourth branch includes all support 

and administrative staff that does not have a designated branch as they support all products, 

including the information technology and support teams and the legal and regulatory teams. 

These team report to the support and administrative staff VP, who reports up to the CEO. Below 

each VP are various business directors and managers, departmental supervisors, and 

departmental staff. This hierarchy is illustrated in Appendix A.  

Organization Z’s current reimbursement strategy for their contracted providers is based 

on fee-for-service methods. They have considered implementing contracts with providers that are 

value-based, but most of the leadership team (CEO & VPs), as well as the Board of Directors, 

are not convinced it would be the best strategy for the organization. The financial impact is a 

barrier to making the change, as it would require a lot of the company’s resources to change the 

existing contracts the organization already has with the providers within their networks and a 

large cost would be required for updating the systems within the organization and preparing the 

organization for the shift. Due to the magnitude of this kind of change affecting all areas of the 

organization, all branches and departments would need to be prepared and trained on the changes 

happening. The key stakeholders within Organization Z for this change would include the CEO, 

the leadership team, the legal team, the departmental directors and managers, and the remaining 

employees in the company.  

There is also concern about the regulatory risk of proceeding with the change to applying 

VBR methods. Organization Z would need to ensure that there are no regulatory, legal, or 
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compliance issues to consider with changing the contractual structure for providers within each 

state and market. This may include obtaining approval from key external stakeholders to the 

organization. These key external stakeholders would include each state’s regulatory agency, such 

as the Department of Insurance, who regulate and ensure compliance with state statutes by payer 

organizations. As these agencies regulate Organization Z’s business within each state, this 

stakeholder has high power regarding a successful change and minimizing the risks associated, 

as well as how Organization Z’s change may affect the state’s consumers (Commonwealth of 

Kentucky, 2017).  

Another barrier to the change for Organization Z involves its contracted providers 

acceptance to change their contractual reimbursement to apply VBR methods. As these contracts 

must be agreed to by both Organization Z and the provider, each contracted provider would be 

considered a key stakeholder, and Organization Z risks losing that contractual relationship. To 

effectively market their product within each state, contracted providers are an important asset to 

the organization. It would be to Organization Z’s benefit to communicate and work with 

contracted providers in the planning phase of the change process to ensure they will be 

supportive of the change. This can ensure that there will be enough providers willing to contract 

using VBR methods. Additionally, there is the risk that Organization Z faces by not shifting to 

VBR methods for contracted providers that are already using VBR methods with other insurers, 

including the CMS. Providers may not be willing to continue their contract with Organization Z 

if the payer does not shift to VBR methods as it would require the provider to maintain records 

that would meet requirements by both VBR methods and fee-for-service reimbursement 

methods.  
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The final major barrier to the change process that Organization Z faces is their members. 

The members, including employer groups and individuals, provide the financial leverage 

necessary for Organization Z to be successful by paying monthly premiums to the company. 

Without these premiums, there would be no funds for Organization Z to maintain their business. 

While the focus of the change effort is related to reimbursement methods for contracted 

providers, the costs related to the change could increase premiums. As required by PPACA, 80% 

of premiums paid by members must be applied to healthcare costs and quality improvement 

activities (Center for Medicare & Medicaid Services, n.d.). When considering this change, 

Organization Z will need to manage costs related to completing this change effectively and be 

able to demonstrate that the change will sufficiently improving quality. Doing so ensures the 

organization can apply premium revenues to cover the costs associated with the change and fall 

within the 80 percent minimum required by the PPACA. Otherwise, Organization Z is faced with 

obtaining revenues from other sources to use towards the costs related to the change effort.  

Each key stakeholder identified has the potential to cause the change effort to fail. There 

are multiple risks and barriers involved that must be considered while planning the change effort. 

The most difficult barrier to overcome is each stakeholder’s resistance to the change. However, 

the change to Organization Z is necessary. Shifting reimbursement methods to focus on the value 

of care instead of the number of services rendered ensures that providers are rendering only 

necessary services to their patients, which limits the amount of waste and abuse within the 

healthcare system. Additionally, VBR methods put some of cost-efficient responsibilities on the 

provider. These changes will help payers reduce costs while not limiting their ability to ensure 

that only quality care is provided to their members.  
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Providing the necessary evidence to Organization Z’s stakeholders will show that the 

change is not only necessary, but will benefit the organization greatly. Additionally, Kotter’s 

framework for implementing the change process will ensure that it is completed successfully. 

Each of the steps in the process has been proven to be necessary in organizational change 

management to prevent failure and unnecessary and costly delays.  

 

Literature Review 

Value-Based Reimbursement  

Healthcare organizations have been shifting to VBR methods since the passage of the 

PPACA. The CMS sparked the change with their implementation of various VBR methods 

they’ve developed in the past seven years. Providers within the industry have also made changes 

within their own organizations to adapt to the changing foundation of the industry. The research 

and information published regarding both facets of the industry identifies that the shift to VBR 

methods is successfully moving the industry closer to the triple aim goal.  

One of the main issues involved within the healthcare industry continues to be the rising 

costs within the United States. Despite having some of the lowest quality scores for health 

compared to other nations, the United States remains the biggest spender on healthcare costs 

(MacDonald, 2017). Since starting ACOs through the Medicare Shared Savings Program, the 

analysis has shown that by 2014, the savings for Medicare have increased significantly and it is 

expected that such savings will continue in the future, especially if the program is strengthened 

in a manner that promotes spending reductions to exceed bonus payments afforded under the 

program (McWilliams, 2016). Additional reports published by the Department of Health and 

Human Services (DHHS) show that in the past three years since the analysis, the program has 
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attained a net savings of $1 billion and further reduced spending from Medicare (Minemyer, 

2017). This data element is important as the report from the DHHS predicts that Medicare 

spending will reach $1.4 trillion by 2027 without implementing cost saving measures 

(Minemyer, 2017). Additional cost savings of $120 million have been recorded through 

Medicare’s BPCI initiative, with overall cost savings reported at nearly $32 million in 2015 from 

reduced readmissions due to the CMS’ Meaningful Use program, ACOs, and bundled payments 

programs (PR Newswire, 2017; Minemyer, 2017). Minemyer (2017) cites Conway’s report 

where nationally there has been a 10 percent savings with the implementation of bundled 

payments.  

An early entrant in the change to VBR methods, Banner Health Network has seen 

significant improvements with their quality of care while also reducing their costs and increasing 

savings through shared savings relationships with the CMS and Aetna (Kuhn & Lehn, 2015). 

While reports are marginal regarding improvements due to delays in the reporting of 

measurements and the complexity in measuring the outcome of programs, evaluation of available 

literature conducted by Damberg and RAND colleagues found that the studies provide evidence 

of positive results (Chee, Ryan, Wasfy, & Borden, 2016). Additional research studies conducted, 

as reported by NaviNet, shows the trend of outcomes related to the shift to VBR methods is 

positive with improvements made in health outcomes for patients while also attaining reductions 

in healthcare costs (Weston, n.d.). Broussard, CEO for Humana, has stated that when working 

with providers who have shifted to VBR models, the partnership between the payer and provider 

has improved quality, customer service, and reductions to overall costs (Small, 2017).  

Information provided by NaviNet indicates that payer organizations are starting to 

involve themselves in the change effort based on press releases issued. According to NaviNet’s 
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research, the majority of large plans through Blue Cross Blue Shield have made announcements 

that they are shifting to some form of VBR strategies (Weston, n.d.). Gruessner (2016) also 

reports Blue Cross Blue Shield’s involvement in several different VBR programs. Additionally, 

Aetna has been reported as working with ACOs to see reductions in costs and improved quality 

(Gruessner, 2016; Kuhn & Lehn, 2015).    

The outlook on the healthcare industry shifting to VBR methods and achieving the triple 

aim goals is promising. It will be important for commercial payer organizations within the 

industry to continue to shift to VBR methods, and organizations similar to Organization Z who 

have not shifted yet, implement changes immediately to make the shift to VBR methods.  

When conducting organizational change, the most effective framework to apply is 

Kotter’s eight-step process. Literature published related to organizational change leadership 

provides supporting evidence that Kotter’s eight-step process includes the important steps 

necessary to make the change successful and sustainable.  

Establish a Sense of Urgency  

The first step in Kotter’s process is to establish a sense of urgency within the organization 

for change. Establishing a sense of urgency is a fundamental step for organizational change as it 

ensures the change effort obtains buy-in from within the organization through illustrating the 

importance and need for the change, as well as sparks the momentum needed to propel the 

change effort forward and sustain it throughout the entire process.  

To promote a sense of urgency, it is important that leaders understand that there is a need 

for change, but also that they can adequately translate this need into a desire to change for others 

(Hayes, 2014). Kotter continually explains that leaders need to utilize an emotional message to 

showcase the need for change to spark others’ desire to change (Cohen, 2005; Kotter, 2002; 
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Kotter, 2012). Hayes (2014) explains that creating a vision is not enough to promote change, but 

the need for those involved in and effected by the change to translate the need into a desire (p. 

173). Pitt et al. (2002) (as cited in Hayes, 2014) further supports that emotional connections and 

messages are more effective than rational messages, such as providing a fact-based business 

case. Phipps & Prieto (2017) identify that emotional intelligence is a vital skill for leadership to 

be able to convey messages to influence and inspire others, which is necessary for organizations 

invoking organizational change. This is especially true when showing others why the change is 

needed if complacency is too high, as motivational messages can be used to convey the benefits 

for the change for those involved (Hayes, 2014). While getting to the hearts of those needed to 

make the change a success is important, this process step does not ignore the rational reasons to 

proceed with the change. Cohen (2005) provides two outcomes to confirm a sense of urgency has 

been created, they gain converts through both logical reasoning for the change and the emotional 

tie-in (p. 21).  

Creating a Guiding Coalition  

Leadership is an important factor in any change effort to help facilitate the necessary 

actions throughout the organization. Additionally, effective change requires the leadership of the 

change effort consists of a team and not only one individual. Maxwell (2011) states that “a 

leadership team is more effective than just one leader” (p. 265). Without a team guiding the 

change, decisions made will only encompass one person’s ideas and experiences, which may not 

provide enough information related to various circumstances that can come up when 

transforming an organization (Hayes, 2014; Kotter, 2012). Additionally, a single individual 

would not be able to keep pace with the amount of decisions needed to be made within short time 

frames while maintaining the sense of urgency required for successful change. Kotter (2012) 
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provides an example of an isolated CEO who attempted to move through the change effort on his 

own, and decisions were made by him that may have caused the change effort to fail or be 

delayed (p. 54-55).   

There are many books and articles written about the skills necessary for a leader to guide 

change successfully; however, a weak coalition is one of the major causes of change failures 

(Kotter, 2012). Changes in healthcare organizations are specifically referenced by Denis et al. 

(2001) (as cited in Hayes, 2014) as requiring collective leadership to ensure successful change 

(p. 181). This collective leadership group is the organization’s guiding coalition and needs to 

embrace change. When members on the guiding coalition do not understand the change effort, or 

lose their initial energy, the complacency can increase and the momentum wanes, which 

sabotages the change effort. Cohen (2005) provides several recommendations to battle 

complacency and maintain commitment from the guiding collation by conducting guiding team 

renewal workshops that are used to remind the team of why the change is needed and maintain 

its sense of urgency. Those guiding the change effort will be the leaders that are looked upon to 

gauge the effectiveness of the change. Yates (2009) and Gilley et al. (2009) (as cited in Hayes, 

2014) collectively explain that employees’ perception of how the leader is conducting the change 

effort will directly affect the employees’ resistance towards the change, depending on whether 

the employee views the leader’s actions as positive or negative (p. 169). 

Kotter (2012) describes four characteristics that should be included in the guiding 

coalition for effectiveness: position power, expertise, credibility, and leadership (Kotter, 2012). 

Each of these elements ensures that the change team can implement the necessary changes, make 

informed decisions about the organization and its stakeholders, maintain a level of trust with the 

stakeholders, and lead the change effort to completion successfully.  



CHANGING THE HEALTHCARE ORGANIZATION 29 

Yet even with a team made up of individuals meeting these characteristics, they will not 

be effective if they are not cohesive. Keller and Meaney (2017) support the importance of team 

characteristics, but further explain that without unity within the team, even a team with perfect 

composition will provide mediocre results, at best. With the right composition and unification in 

the team, they will be aligned in regard to the overall goal of the change effort, trust their 

teammates, remain committed to the team, and remain energized to produce effective changes 

(Keller & Meaney, 2017). A weak committee may create some progress, but Kotter (2002) states 

that “sooner or later, countervailing forces undermine the initiatives” (p. 6) leading to failed 

change efforts. There will be resistance to the change effort, loss of momentum, and situations 

that arise that attempt to end the change effort; however, a powerful and unified guiding coalition 

will push past these barriers because of the strong relationships the team members have that are 

built on trust and a shared goal of a better future.   

Developing a Vision and Strategy  

After establishing a sense of urgency and creating the guiding coalition, the third step is 

one that is fundamental and used in all future steps of the process. This includes developing a 

vision and strategy for the change effort. The vision is used to guide the change effort to the 

future of where the organization will be at the end of the change effort. Cohen (2005) explains 

that the vision is necessary for all involved to see a clear picture of the future state to inspire 

them to proceed with the actions necessary to achieve the change. Locke and Latham (1984) (as 

cited in Hayes, 2014) indicate that visions should be clear and realistic so those involved remain 

committed to the change effort and can follow and understand its intention. A study conducted 

by Martin, McCormack, Fitzsimons, and Sprig (2014) provide further research that supports that 

when provided with a shared vision, those impacted by the processes were able to “stay on track 
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and to set priorities accordingly” (p. 10) from the front-line employees up through senior 

leadership.   

There is no clear-cut process in developing a vision; however, it requires creating an 

initial draft and then modifying and improving it through analysis and feedback (Cohen, 2005; 

Hayes, 2014). The initial draft will be created by the coalition; however, research and studies 

show that feedback and participation of stakeholders in developing the vision has produced more 

successful change efforts (Hayes, 2014). Martin, McCormack, Fitzsimons, and Sprig (2014) 

found that when involved in the development of the vision, stakeholders had a higher sense of 

empowerment and ownership and could identify how their projects were connected to the overall 

vision. There was some concern referenced by Martin, McCormack, Fitzsimons, and Sprig 

(2014) related to team size and the difficulty in deciding on the vision when including all key 

stakeholders. Due to this concern, Kotter’s process involves developing the initial draft with the 

guiding coalition before involving other stakeholders in the development process and obtaining 

their feedback to refine and clarify the vision until the vision becomes crystal clear (Cohen, 

2005; Kotter, 2012). 

Once the vision is developed and meets the required elements for effectiveness, the 

change team should develop the strategy that supports the vision. The change strategy is 

important for proceeding with the change effort as it identifies the best way to proceed in order 

to achieve the vision. Dunphy and Stace (1988) (as cited in Hayes, 2014) identified a 

contingency model that the guiding team can apply to determine the best strategy to incorporate 

depending on the time available for the change, the type of change, and the level of support for 

the change. This model identifies that depending on these variables, the four change strategies to 

apply would include a collaborative evolution, charismatic evolution, force evolution, or 
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dictatorial evolutions (p. 292-294). The strategy selected must align with the change vision, as 

well as the organization’s overall strategy.  

Kotter (2012) explains that the importance of developing a clear vision is so there is a 

definitive answer whenever a question arises regarding the change process. These questions can 

be answered by confirming that the decision or solution is aligned with the vision. Once 

developed, the vision and strategy will work together to keep the change effort, and those 

involved, moving towards the future the organization envisioned. 

Communicating the Change  

Communications relating to the change vision must be sent out to stakeholders to proceed 

with the change effort. Heckelman (2017) references that communication is an important aspect 

of organizational change; however, most organizations have insufficient or confusing 

communication when proceeding with change efforts. To overcome this issue, Heckelman 

(2017) recommends creating a communication plan that will provide clear information that 

includes the vision for the change that will resonate and inspire the readers. Hayes (2014) and 

Cohen (2005) further support the creation of a communication plan for the change effort because 

it can be used to provide important details about the who, what, why, when, and how for 

communicating information about the change to stakeholders. Communication can be further 

expanded and supported by creating a communication audit as recommended by Tourish and 

Hargie (2009). An audit will ensure that the communication sent conveys an appropriate message 

that is clear and will be perceived and interpreted by readers while also ensuring the 

communications are aligned with the change vision (Hayes, 2014).  

Kotter (2012) explains that one of the reasons organizations fail to change is that they use 

ineffective communications about the change process and/or under communicate the change.  
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Communication plays an important role at the start of change efforts by obtaining buy-in from 

stakeholders for the vision. Cohen (2005) provides the objective for communication “is to 

influence people to think and act in accordance with a new direction” (p. 91). Unless the 

organization is led by an authoritarian, the influence from the communication Cohen references 

is used to give stakeholders reasons to want the change to happen. Resisting the change is 

expected; however, effective communication can minimize the resistance.  

Hayes (2014) cites low trust, low tolerance for change, different assessments, and 

parochial self-interest as factors that can undermine the support for change. Communicating the 

change vision effectively, while also ensuring that leadership is acting in accordance with the 

change vision (covered further in step eight), can establish trust between the coalition and 

stakeholders through honest and open communication. Using two-way communication methods 

can also spark discussions to ensure all stakeholders assess the change situation in the same 

manner. Lastly, effective communication can provide stakeholders with information about how 

the change effort can affect them personally. Hayes (2014) recognizes that low tolerance for 

change is a difficult resistor to overcome as in some cases it is not caused by rational reasons, but 

emotional reasons (p. 237). However, effective communication, especially those including two-

way communication in which feedback and discussion can occur, will help answer a 

stakeholder’s emotional resistance to the change effort.  

When communicating the change, it is important to consider the stakeholders involved 

with the organization. Each stakeholder can play a different role in the change process; therefore, 

how the change vision is communicated can vary in terms of method, time, frequency, and 

whether two-way communication is necessary. Hayes (2014) introduces a normative approach to 

management stakeholders for a change effort. This approach refers to the importance that all 
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stakeholders’ interest should be considered during the planning and implementation of a change 

due to their potential influence or effect on the organization (Hayes, 2014). To best manage 

stakeholders, organizations can develop a stakeholder grid that will help identify stakeholders 

and how they should be managed in regard to their attitude towards the change and their power. 

Appendix B provides an example of a stakeholder grid for Organization Z. The stakeholder grid 

can be used in conjunction with the communication plan to best determine how communications 

with the stakeholders should take place (Hayes, 2014).  

The final piece in regard to communicating the change vision for the organization is to 

repeat the vision regularly in an effective matter. Kotter (2012) states that “effective information 

transferal almost always relies on repetition” (p. 96); however, Cohen (2005) clarifies that 

organizations should not overload information and the messages sent should be consistent. This 

includes written communication, both formal and informal, as well as verbal communication and 

actions. When the message sent out is consistent and aligned with the vision, stakeholders can 

trust that the change is happening as intended and the stakeholder will be more likely to give 

their buy-in to the change process. However, as Cohen (2005) illustrates, people are watching 

leaders more closely during a change effort, and if leadership is contradicting their message 

through their actions, the change will quickly lose support and trust from their stakeholders.  

Empowering Broad-Based Action  

One of the important aspects in a change effort is for leadership to give their employees 

the tools necessary to empower them to proceed with the change. Kotter (2012) explains that one 

of the causes of failures in organizational change is that the organization does not adequately 

remove roadblocks for people to achieve the new vision. Depending on the roadblock, this could 

impede or cause the change effort to fail completely. One way to prepare for these barriers is to 
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collaborate with the guiding coalition and stakeholders to attempt to anticipate obstacles to the 

new vision. Hinckley (2009) explains that by anticipating barriers, change efforts can save time 

and prevent unnecessary frustrations by stakeholders as the change progresses. Olson and 

Simerson (2015) refer to this process as game theory, where leadership should prepare for 

resistance and competition by anticipating what others’ may say or do to block progress by 

countering their moves.  

Cohen (2005) references that this step requires that leaders within the organization “bust 

barriers” for employees to enable them to act according to the new vision. These barriers include 

organizational structure, lack of skills, organizational systems, and resistant leaders and 

managers (Cohen, 2005, p. 118). The organization can face one or more of these barriers and it 

will be important that they are identified and resolved to prevent the change from failing. This 

can be best achieved by anticipating the barriers, especially arguments or “counter attacks” by 

resistant leaders or managers, and preparing for them before they become an issue that impedes 

progress (Olson & Simerson, 2015). By not resolving them, employees may feel discouraged and 

develop new resistance to the change effort if they feel that leadership is not working to ensure 

success with the new vision.  

Andrade (2016) provides an example for distance learning changes to explain the 

importance of ensuring that the structure of the organization can support the new vision. The 

change, or shift, to distance learning for higher education has caused learning organizations to re-

evaluate their structures to determine if changes to structure are needed or not, or if a new design 

would be best (Andrade, 2016). When the organization’s structure and/or system prevent 

employees from pursuing the new vision, the urgency of the change and momentum to change 

diminishes.  



CHANGING THE HEALTHCARE ORGANIZATION 35 

Most change efforts will require changes to processes and/or systems that will require 

additional training and development for stakeholders. Training and development needs will 

depend on the nature of the change and the level and size of the change effort; however, this step 

requires that leadership prepares for this sufficiently as part of the change strategy (Hayes, 2014). 

Olson and Stensaker (2014) further expand on the need for sufficient planning of training needs 

in the post-change environment by addressing the uncertainty that often surrounds change efforts 

regarding the training provided for the expected change and the reality that change recipients 

face post change. This information expands on the notion of planning training related to the 

change by challenging the guiding coalition to remain supportive of stakeholders applying new 

skills they’ve learned to new systems or processes resulting from the new vision.  

Overcoming the “boss” barrier, as Kotter (2002) refers to the barrier of resistant leaders 

and managers, can be difficult. Organizational changes will continually face resisters, or those 

that do not want to proceed with the change; however, when leaders or managers are resistant to 

the change this can multiply the resistance if it cascades from the leader to their employees. 

Cohen (2005) provides several strategies for busting this barrier by confronting the resistor and 

engaging him or her through honest discussion while being clear about their expectations related 

to the change effort. It is important that the coalition also reminds the leader or manager why the 

change is necessary by sharing the change vision with them again, speaking to their heart instead 

of their mind, and focusing on their reasons to resist change to overcome it (Cohen, 2005; 

Deutschman, 2005).  

Facing the barriers that occur due to the change efforts will be necessary to prevent 

failures. Kotter (2012) references that some barriers may not seem like barriers during the initial 

stages of the change effort, or do not develop until further into the process. Nevertheless, when 
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these barriers are recognized, it is vital to the success of the change that a plan is developed to 

overcome them.  

Generating Short Term Wins  

Most organizational change efforts are long-term changes that require several months or 

years to complete the entire change. During this process, it is common for individuals or groups 

within the organization to lose their momentum or drop the sense of urgency surrounding the 

change effort. To combat these from causing the change to fail, the coalition should develop 

short-term goals that can be met throughout the entire change process. Kotter is referenced 

advising that generating short-term wins at 14 to 26 months after the change initiative starts will 

generally lead to a successful change process ("The Critical Value of Short-Term Wins", 2005). 

These short-term wins can provide evidence to the organization that the change is progressing 

forward, which can maintain the sense of urgency (Cohen, 2005).  

When short-term goals are attained, it leads to positive factors that improve the change 

effort; however, should the organization not achieve the goal, these should not be hidden from 

the organization (Cohen, 2005). Doing so can lead to loss of trust between the coalition and their 

stakeholders. goals align with the vision. Instead, should the organization fail to achieve the 

short-term goal, Cohen (2005) stresses the importance of communicating the failures effectively 

to control any damage to the overall change effort, and use the failure as a learning lesson for 

how they are helping the change effort. This can minimize the negative impact of a failure by 

communicating a clear picture of why the failure is a benefit to the change process.  

Setting short-term goals have additional positives for the change effort. Sijts and Latham 

(2012) (as cited in Hayes, 2014) explain that attractive goals can help stakeholders set priorities 

accordingly, increase motivation from stakeholders for their effort and persistence in achieving 
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each goal, and can also promote stakeholders to find more effective ways of working (p. 244). 

Olson and Simerson (2015) support the use of creating short-term goals advising that doing so 

can help to drive change by setting incentives for employees to achieve, with a focus on using 

goals that will motivate employees with increased reputation and/or a sense of purpose instead of 

only tying goal achievement to compensation.   

It is important when developing these goals that undue pressure is not placed on the 

organization to deliver quick wins solely to provide a win to celebrate. Hayes (2014) cautions 

that pressuring managers to deliver these wins without established plans in place beforehand can 

cause resentment and loss of motivation. Kotter (2012) explains that pressure isn’t all bad as 

pressure can help keep urgency as employees need renewed motivation after 12 to 36 months 

into the change effort; however, the pressure caused from these short-term goals should be 

clearly related to the vision and communicated with the vision as the foundation for the 

additional work to effective renew motivation and urgency to the change effort.  

Furthermore, manufacturing short-term wins generally will backfire leading to negative 

impacts to the change effort ("The Critical Value of Short-Term Wins", 2005). By creating these 

short-term gimmicks as referenced by Kotter in Leading Change, additional problems can come 

up in the future and lead to employees becoming resistant to the change or cause them to lose 

trust in the organization and change effort (Kotter, 2012). It is important when setting short-term 

goals and achieving wins that the goals are legitimate and aligned with the change effort, and the 

information is clearly communicated to prevent any misconceptions about what the goals does 

for the overall change effort, and how it propels the change effort forward. Cohen (2005) 

recommends this is best achieved by communicating the win using a two-way method to obtain 
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feedback from stakeholders, especially resisters to include their point of view in the change 

effort.  

Consolidating Gains and Producing More Change  

Generating short-term wins has additional impacts on the change effort because these 

gains can lead to more change that is needed to achieve the final change vision. However, when 

the celebrations of these short-term wins cause urgency to be lost, momentum for the change will 

suffer. Additionally, during the implementation of the change effort, there may be areas 

identified that need to be altered from the plan as the outcome is not what was expected during 

the planning phase (Hayes, 2014). The seventh step in Kotter’s process identifies how 

organizations can overcome these issues by maintaining the change effort through all areas, 

consolidating gains and re-designing the change effort as needed by identifying new 

opportunities for improvement that will further progress the organization to the future vision 

(Cohen, 2005; Kotter, 2012). It is important during change implementation that the guiding 

collation maintains the momentum to keep the change effort progressing despite the length of 

time (Hayes, 2014).  

Reviewing the change effort during implementation can be completed by comparing the 

results to the expected goals developed in prior steps. This can be measured in multiple ways; 

however, the best application is to use a balanced scorecard and adapt it in a way that it can be 

used as a tool to monitor the implementation of the change effort (Hayes, 2014). Cohen (2005) 

explains that monitoring the change process requires reviewing the following aspects within the 

organization and whether they are changing to align with the new vision and strategy: structure, 

technology, processes, measurement and rewards, and the people (see Figure 7-1, p. 166).  
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The seventh step of Kotter’s process is also used as a reminder to leadership that there are 

still barriers to overcome related to the change effort and these barriers need to be removed 

(RBSGroup, n.d.). The phrase referenced by Kotter (2012) is “Don’t let up!” (Cohen, 2005; 

Kotter, 2002; RBSGroup, n.d.). This phrase is used to make an impact that at this point in the 

change process and implementation, it is vital for momentum to be sustained, change projects 

should continue, barriers need to be removed, and more change should be produced because the 

change effort is not completed even though the organization has achieved small victories (Cohen, 

2005; Hayes, 2014; Kotter, 2002; RBSGroup, n.d.). Although the change process is in step 

seven, the prior steps may need to be re-visited as well to sustain the effort, such as continuing to 

communicate the change vision to the organization or conducting workshops to keep the guiding 

coalition cohesive (Cohen, 2005). Momentum of the change effort should not end until the 

change vision is achieved and sustainable following the eighth and final step in Kotter’s process.  

Anchoring New Approaches in the Culture  

After the change implementation is completed, sustaining the changes are necessary. 

Kotter (2012) asserts that this is best achieved by anchoring the changes in the organization’s 

culture. The organization’s culture refers to two main elements: the norms of behaviors and the 

values (Cohen, 2005). Changes to the culture are necessary in order to make any change effort 

stick. Galpin (1996) explains that without the new processes being accepted into the culture, the 

changes will revert to the old processes. Cohen (2005, p.195) further explains that this step must 

come last in the change process because the magnitude of a cultural change requires that the 

employees no longer consider the processes to be new, but as “the way we do things around 

here”. Lewin’s model as explained by Hayes (2014) considers this step to be refreezing of 

behavior at the new level. By doing so, the organization can sustain change by increasing its 
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“stickability” that begins early in the change process by diminishing the forces that are against 

the change effort (Hayes, 2014, p. 468).  

Anchoring the change into the organization’s culture is difficult. Changing the 

organization’s collective norms, behaviors, and values to support the new vision can take time. 

The best process for ensuring that the new processes are part of the culture is by increasing 

participation from stakeholders throughout the change process.  Hayes (2014, p.470) references 

several authors that support the need for feedback mechanisms during this process to monitor 

what is working well in the change, what needs improvements, and lastly, how do the 

stakeholders perceive the change effort. Sinek (2009) advises that the best way for leaders to 

inspire others to act requires that those people understand the why behind the change. He further 

explains that those that have shared values and belief will be part of the same culture, further 

supporting the need that the new vision must provide clear understanding of why the change is 

necessary for those needed to take actions aligned with the change, so the culture can shift 

accordingly, and the change will stick (Sinek, 2009).  

Part of ensuring that the change is anchored in the process is to re-evaluate the various 

aspects of the organization to ensure that all processes, systems, and structures are aligned with 

the change vision. Galpin (1996) references an example where the change did not stick within an 

organization because various systems and processes were still promoting the old ways through 

training, goals, and management. Following Kotter’s framework and completing each step 

should create a foundation that removes such barriers and verifies that organizational elements 

are correctly aligned with the new vision (referenced through steps five, six, and seven); 

however, confirmation that these are removed can be identified through two-way communication 

and feedback mechanisms with the stakeholders (Cohen, 2005; Hayes, 2014; Kotter, 2012).  
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When the change process is anchored in the culture, any change that takes place 

following this implementation will not affect the underlying new vision or undermine the process 

changes that occurred. To ensure this happens, it is important that the changes that happen 

following the completion of Kotter’s eighth and final step are aligned with the new vision. The 

only exception to this may occur in situations where the new vision created through the change 

effort is no longer valid or outdated, or the change that took place was not completely successful 

or once it completed, it produced counterproductive results for the organization (Hayes, 2014).  

The following section of the paper will analyze the literature reviewed and address how 

VBR methods and Kotter’s change framework can be applied to an organization. This paper will 

be using the fictional payer organization, Organization Z, for reference purposes; however, 

Kotter’s framework can be applied to any organization within any industry.  

 

Analysis of the Literature 

Value-Based Reimbursement  

Based on the literature reviewed, several commercial payer organizations have already 

made the shift to applying VBR methods and are collaborating with providers resulting in overall 

improvements with the change (Gruessner, 2016; Weston, n.d.). Without joining the change 

movement, Organization Z risks the possibility of having to implement these changes in the 

future with minimal time to plan accordingly. Schaefer (1998) refers to several examples of 

organizations where change was evidently needed, but ignored due to the risks and barriers 

perceived by the organizations’ leaders. As a result, the changes needed did not take place until 

the organizations hit a crisis situation and the change had to be implemented quickly to prevent 
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further consequences. One example is the ending of the Sears catalog operation, which had been 

predicted as needing to end for years prior to its actual conclusion (Schaefer, 1998).  

An additional risk to Organization Z not shifting to VBR methods is increased 

competition from other payer organizations already making a major impact following the change 

to VBR methods (Weston, n.d.). In addition to commercial payers joining the change effort to 

VBR methods, there has also been an emergence of new competitors stemming from the 

Medicaid managed care organizations (Small, 2017). To overcome these threats and maximize 

the opportunities available, Organization Z should proceed with changing their organization to 

focus on VBR methods.  

The following sections will provide supported recommendations for how Organization Z 

can successfully shift to VBR methods using Kotter’s eight-step framework for successful 

organizational change management. These recommendations are not exhaustive of all possible 

change processes that can be used following Kotter’s framework. Instead, this analysis is used to 

illustrate how Kotter’s framework can be applied for an organization such as Organization Z.  

Establish a Sense of Urgency 

When increasing the sense of urgency within Organization Z, the problem at hand must 

be brought into the spotlight. Most leaders within healthcare understand the problems within the 

industry since it is a prevalent issue in the media, as well as within politics. However, to spark 

the transformation within the organization, it will be necessary for the change sponsor within the 

organization to illustrate this problem and how it directly affects their organization in a manner 

that can be felt by each area. In the example of Organization Z, the sense of urgency must be 

developed in a manner that the key stakeholders agree that the status quo of continuing with fee-
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for-service reimbursements will not be in the company’s best interest, and that there are risks 

associated with not shifting that could cause major issues in the future.  

One example in which Kotter’s theory was applied to a change effort happened in 2012 at 

the J. Willard Marriott Library at the University of Utah (Soehner, 2015). To help develop a 

sense of urgency, the departments referenced within the example developed a SWOT analysis, 

which showcases the strengths and weakness of the department or organization, while also 

providing its opportunities and threats (Soehner, 2015). There are many strengths within payer 

organizations, especially those largely representing the payer facet of the insurance industry. 

Small (2017) references that payers are a huge influencer in how changes happen within 

healthcare. This has been illustrated with the many changes the CMS has already implemented 

involving VBR methods and the transformation it sparked. By not joining the transformation, 

Organization Z risks a major weakness in losing providers from their networks due to not 

providing options for reimbursement contracts following VBR methods. There have been several 

payers already cited to have joined this transformation; however, there is still an opportunity for 

Organization Z to be one of the first of several large commercial payers to shift to VBR methods 

and maintain a competitive advantage (Gruessner, 2016; Kuhn & Lehn, 2015; Weston, n.d.). Not 

joining the transformation could be a threat for the organization through the loss of business, 

membership, and partnerships with providers.  

Kotter’s research has repeatedly found that sparking urgency within the organization is 

best achieved by influencing the stakeholder’s feelings, directing information to their hearts 

versus simply providing facts and figures (Kotter, 2002). Cohen (2005) explains this misstep 

stating that “alone it [a concrete business case] is not enough to successfully change behavior; 
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people first have to see and then feel the need to change” (p. 14).  Simply citing facts and figures 

will not increase the urgency needed to start the transformation to VBR methods. 

Based on these recommendations, Organization Z should provide research and obtain 

real-life examples of where the VBR methods have proven to be effective in achieving the triple 

aim. This will provide the necessary effect of giving facts and figures, but also including real 

people and experiences to demonstrate the case will assist the organization in gaining initial 

support from leadership. By bringing the outside world into the organization, leadership will be 

able to see how their organization can benefit from the change. This can further paint a picture 

for the organization of the risks and threats their organization faces if they do not move forward 

with change. 

Creating a Guiding Coalition 

Organization Z is a large organization with many employees that will be affected by the 

change. As such, the guiding coalition should include the right people from multiple departments 

within the single organization. Following Kotter’s recommendations, the right people will 

include four key characteristics: position power, expertise, credibility, and leadership (Kotter, 

2012). For Organization Z, the guiding coalition should include the CEO, the VP of each 

division, and several directors and/or managers representing various divisions that have a history 

of credible leadership for the organization. By including not only top leadership, but leaders from 

within various levels of the organization, decisions made to propel the change effort forward will 

include considerations for how the decisions will affect various teams and departments. For 

example, it will be important to have operations represented as well as a leader from legal and a 

leader from clinical that can address how the change can be best implemented within their own 

areas of the organization.  
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A key important factor that the literature has shown is that developing a powerful and 

effective team requires that they are also cohesive. While conflict may arise between the 

members of the change team, especially when considering how changes will affect various 

teams, the coalition should be able to manage this efficiently through open communication and 

conflict resolution based problem solving (Cohen, 2005). Additional ways to foster this 

environment can include team-building activities.  

Organization Z’s guiding collation would benefit from building relationships within, if 

not already there, through non-work-related experiences, such as attending retreats outside of the 

organization or simply making an effort to get to know the other members of the team (Kotter, 

2012; Olson & Simerson, 2015). Selecting the composition of the team for Organization Z is 

only part of the process of building a guiding coalition, it is necessary to ensure there is trust and 

commitment to a common goal (Kotter, 2002; Kotter, 2012). Once developed and progressing 

through the change effort, if there is an identified waning of commitment or energy within the 

team, Organization Z’s guiding coalition could conduct renewal workshops to renew the team’s 

commitment to the change process, maintain momentum, and re-energize the sense of urgency 

needed to finish the full change effort (Cohen, 20015).  

Developing a Vision and Strategy   

The next step in the process is for the coalition to work together to develop the vision of 

what their organization will look like once the shift to VBR methods has been achieved. This 

process will take time; however, the change sponsor should continue to remind the team of the 

urgency in which this should be completed. Organization Z’s guiding coalition will start the 

process by creating the first draft. This draft should incorporate the company’s mission and 
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values and how they will be achieved through incorporating VBR methods. As VBR methods are 

focused on achieving the triple aim, these goals should also be incorporated in the change vision.  

Once the first draft is completed, the coalition will collect and analyze data to validate 

and change information identified in the first draft, as needed (Cohen, 2005). This step for vision 

development will include obtaining feedback from other stakeholders. After analysis, the main 

elements of the vision can be decided upon and then the key behaviors that will need to be 

added, removed, or modified to achieve the elements of the vision are decided upon (Cohen, 

2005). These three steps will be repeated continually after receiving feedback and discussing 

changes until what the future will look like is clear and focused (Cohen, 2005).  

After the vision is developed and the vision meets the characteristics of an effective 

vision showcasing how the organization will be pictured after implementing the VBR methods, 

the change team will need to develop an effective strategy for how the team can best achieve the 

vision and determine measures that can be used to confirm the change was successful.  

Communicating the Change Vision 

The next step for the organization is to communicate the vision to obtain buy-in from the 

remaining stakeholders. Effectively communicating the vision will start with the change team 

sharing the story of why the change is needed urgently, what changes will be occurring, and how 

the change will proceed (Cohen, 2005). Following Kotter’s framework, it will be important that 

communications are kept simple and repeated often, and multiple different forms of 

communications are used. For Organization Z, the initial message should be sent from the CEO. 

Additionally, it will be important that the vision is continually shared throughout each area of the 

organization from the VPs to departmental directors, managers, and supervisors to illustrate that 

the leaders of the organization support the vision. When teams are meeting to discuss day-to-day 
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business activities, Cohen (2005) identifies that this is an ideal time and place to demonstrate 

how these activities are linked to the new vision.  

It will be important that the leadership team within Organization Z ensures that their 

actions and messages support the change to VBR methods. If the actions or messages from the 

leadership team appear to focus on maintaining the use of fee-for-service reimbursements, this 

could lead to increased resistance for the change effort and/or a loss of trust between the 

leadership team and stakeholders (Hayes, 2014). It will be important when planning future 

initiatives, that the leadership team verifies prior to implementation that the initiative can be 

linked to the vision. Additionally, the leadership team should integrate the vision into any 

communications about those future endeavors. This ensures that the vision is being 

communicated regularly while also demonstrating the leadership team’s commitment to the 

change process and achieving the change vision.  

The change team should be communicating with the stakeholders to share the vision and 

solicit the stakeholders’ feedback through open discussions and two-way communications 

(Hayes, 2014). The different stakeholder roles for the shift to VBR methods will require a 

different manner and method of communication. For example, communicating the change vision 

to an external stakeholder such as a state regulator would require different verbiage and possibly 

a different method than when distributing information about the shift to VBR methods to internal 

employees at Organization Z.  

Once the vision has been communicated to all stakeholders effectively and the coalition 

is confident that the leadership team’s actions will align with the vision, the change team can 

move onto the next step of the process to empower their employees for broad-based action.  
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Empowering Broad-Based Action  

There are many areas for potential barriers within the payer organization. In regard to 

Organization Z, their primary functions are to develop benefit plans of their members, review 

and respond to requests related to the benefit plan, and administer any claims received according 

to the benefit plan. Much of these processes rely on employees following specific procedures to 

ensure the processes are handled according to the benefit plan and regulatory and legal 

requirements; therefore, changes related to these types of processes may need to go through 

multiple approval avenues before they can be implemented. This can lead to multiple potential 

barriers that would impede the employees’ ability to act in accordance with the new vision.  

To overcome these barriers, it will be important for Organization Z to consider the effects 

that shifting to VBR methods will have on the organization. The structure of the organization 

may need to be reconsidered. It is structured presently with each benefit type separated into their 

own division with further segregation between other areas, such as claims and provider 

operations. Such divisions should be re-evaluated to ensure the current set up will enable 

employees to successfully shift to VBR.  

Regarding their systems, Organization Z will need to evaluate whether the current 

systems can be enhanced to handle new contract types related to VBR methods. When updates 

are made, or if a new system is required, training will need to be provided to employees to ensure 

they are familiar with and can implement the updated processes on the new system. Additionally, 

consideration should be made to streamline current processes for efficiency. For example, 

Organization Z will need to update all contracts within the system (once completed and approved 

between the provider and Organization Z). This will be a lot of contractual updates; therefore, 

normal processes that are currently lengthy and may require multiple approvals between 
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departments can be streamlined so one or two employees can complete all needed actions to 

facilitate faster processing with fewer roadblocks.  

Furthermore, Organization Z’s employees will need to be trained effectively to 

understand the concept of VBR methods and how they will be calculated during claim 

processing. This will affect a large number of employees including customer service, claim 

processors, and research reviewers. These trainings should be planned accordingly so employees 

are enabled with the necessary skills to complete their tasks with minimal issues following the 

implementation of VBR methods. There should be additional meetings to follow-up with 

employees should there be additional questions related to updates that were not addressed during 

training.  

Lastly, Organization Z will need to work with any leaders or managers that are identified 

as resisters to the change effort. Kotter (2002) and Cohen (2005) highlight the importance of 

handling these resisters quickly to prevent the resistance from spreading to others. The guiding 

coalition for Organization Z should remain attentive for locating resisters and work with them 

quickly once identified.  

Generating Short-Term Wins  

By recognizing these barriers, especially “the big built-in, hard-wired incentives and 

processes [that] are seriously at odds with the new vision” (Kotter, 2012, p. 115), Organization 

Z’s guiding coalition can also work towards the sixth step of Kotter’s process, which is to 

generate short-term wins. Considering the magnitude of the change effort an organization of this 

type is undertaking by changing to VBR methods, there will multiple projects within the overall 

change process that need to take place simultaneously and sequentially. When planning the 

change effort, goals for each project can be created providing many opportunities throughout the 
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change effort to generate short-term wins that can be effectively communicated to the 

organization and its stakeholders. These short-term wins should be planned out throughout the 

duration of the change effort to maintain momentum throughout, not simply at the start.  

One example for Organization Z would include re-evaluating and developing new 

contracts with providers. This overall change in the process will be a time-consuming effort, 

requiring several years to complete; however, to generate short-term wins, Organization Z can 

break this endeavor into smaller pieces that can be completed sooner. Instead of focusing on the 

goal of changing all contracts, Organization Z could focus on the goal of re-designing 

reimbursement methods and contracts for hip replacement services for providers who would be 

providing these types of services, or the organization can implement a project for changing 

contacts for all chiropractors. Assuming this can be realistically completed in 12 months, the win 

can be communicated to the entire organization and stakeholders to reiterate the change vision of 

Organization Z shifting all its reimbursement strategies to apply VBR methods while also 

celebrating the progress of the change effort by completing these smaller projects. While the 

entire change has not happened, these wins provide evidence that progress is happening within 

the organization that will lead to the final change vision.    

When developing short-term wins, Organization Z should not manufacture wins. This 

could include pre-emptively communicating potential contract changes to the organization before 

the contract is finalized. Making assumptions or referencing possibilities for short-term wins can 

undermine the change effort and cause issues to the coalitions credibility (Kotter, 2012). 

Additionally, the short-term wins generated should be planned. If there is a situation in which a 

statute is passed within a state that requires a shift to VBR methods, the coalition should 

communicate this honestly and not take credit for this short-term win as though it was planned. 
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Instead, if this example were to take effect, the guiding coalition can use this to maintain or 

further increase urgency for this change effort by illustrating what it means for the organization 

that VBR methods are being required outside of the organization.   

The most important parts of generating short-term wins for Organization Z is for them to 

be planned in a way they can be achieved timely. Additionally, the short-term win should be 

impactful to the change effort and will be visible to the stakeholders, so they can receive 

validation that the change process is moving forward. Progress in the change effort through 

internal discussion within the coalition or change team would not be visible to the team and 

would not be a short-term win. It would be positive progress; however, simply communicating 

plans or discussions in the form of meeting minutes (or something similar) to the organization 

would be ineffective as visible actions will be more impactful to the employees than hearing 

about what is progressing without visual evidence (Kotter, 2012). 

Consolidating Games and Producing More Change 

As momentum builds and the change process continues, the next step in the process is for 

the organization to continue to make more changes, keep urgency up, and not declare victory too 

soon (Kotter, 2002). Payer organizations are large and complex; therefore, the shift to VBR 

methods will be a long-term process. The organization can prevent failure in their change effort 

by ensuring that consistent projects are being worked and completed that achieve move the 

organization closer to the change vision. These projects may have been initiated at the start of the 

change process, but new projects may be necessary as the change effort is reviewed and 

redefined so the organization remains on task to complete the change in its entirety.  

Although the change process is in step seven, the prior steps may need to be re-visited to 

sustain the effort. For example, part of communicating the change vision is “repeat, repeat, 
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repeat” (Cohen, 2005, p.92); therefore, regular communications about the shift to VBR methods 

will be crucial, as will generating more short-term wins on projects that will have an impact on 

the organization’s stakeholders. Generating new short-term wins may uncover new opportunities 

for Organization Z to improve a process that is no longer adding value, which can save resources 

for all involved.  

It would be easy for Organization Z to give up on shifting to VBR methods if they don’t 

feel the change is happening fast enough; therefore, it will be necessary for the leadership in the 

change team to remind those losing momentum of the vision, why it is important, and the risks 

associated with not proceeding with the change effort. “Without sufficient leadership, change 

stalls, and excelling in rapidly changing world becomes problematic” (Kotter, 2012, p. 151). 

Resisters will emerge during this time to attempt to gain their own momentum in ending the 

change effort, either because they perceive the change effort is successful due to the short-term 

wins obtained, or because they believe the momentum shifts are allowing room for them to enter 

the discussion once more. Organization Z needs to manage this appropriately and instill the sense 

of urgency through continued communication with the organization about the change effort, and 

ensure that their actions and the messages sent invoke the stakeholders to continue their 

momentum during the process.   

Anchoring New Approach in the Culture  

The last step of Kotter’s (2002; 2012) process is for the organization to anchor the 

changes made into the culture to ensure it sticks. Due to the size of the change for Organization 

Z to shift to VBR methods, the culture will affect the entire organization and will need to be 

considered. In addition to this, there may be subcultures within the organization’s separate 

divisions and departments. When considering the values, norms, and behaviors of Organization 
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Z’s employees, it will be important that they are aligned with the values that make up VBR 

methods. If the changes made to shift to VBR methods are not a part of the culture, the 

organization is more likely to regress to behaviors and values that were prevalent when the 

organization focused on fee-for-service reimbursement.  

To illustrate further, take the example of a regression in the culture within the claims 

department. By not focusing their values and actions on VBR methods, employees processing 

claims for providers could lead to incorrect application of the provider’s contract if they are 

selecting rates that were previously created based on the number and type of services rendered 

instead of applying the rate calculation based on the value of the services rendered. When the 

change effort is rooted in the culture, such an error would be caught immediately by the 

employee processing the claim by recognizing the inaccurate reimbursement calculation. 

Organization Z can perform continual feedback meetings and sessions with employees 

and other stakeholders to monitor the results of the change process and also to take measure from 

those involved in the process change regarding how well the changes are taking affect. 

Additionally, updates to processes such as the organization’s training programs should be 

completed during the change process to ensure that there are no lingering processes out there that 

would sabotage the cultural changes needed for the change process to be successful at this final 

step.  

Organization Z, like most organizations, has corporate values and mission statements 

identified that are continually communicated to its stakeholders to ensure the culture is shared. 

When completing the final step in Kotter’s process, Organization Z will need to alter these 

values and mission statements at the corporate level, but also ensure that all similar cultural 

references are updated accordingly. For the specific change process Organization Z is 
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implementing, there may not be a major shift or update needed in the corporate culture as most 

payer organizations have cultures that are related to delivering high quality services to members, 

which is aligned with the shift to VBR methods. While changes to the culture from the top level 

down to the lowest level of the payer organization will be needed, the challenge will be to 

implement changes to the pieces that are inconsistent with the new practices.  

 

Conclusion 

Changes within the healthcare organizations are necessary in order for the industry to 

achieve the triple aim goals. The shift to VBR methods provides the providers and payers in the 

industry the ability to lower costs and improve quality while ensuring that the patient experience 

is maximized. According to open system theory, a change in one facet of a major system will 

affect another (Hayes, 2014). Without consistent changes taking place across the healthcare 

industry, the effort will fail. Literature published provides support that VBR methods is the 

revolution needed for the healthcare industry to meet the triple aim (Centers for Medicare & 

Medicaid Services, 2016; Chee, Ryan, Wasfy, Borden, 2016; Henkel & Maryland, 2015; Kuhn 

& Lehn, 2015; MacDonald, 2017; McWilliams, 2016; Minemyer, 2017; Minemyer, 2017; 

Minemyer, 2017; "PRNewswire", 2017; Scott & Eminger, 2016; Small, 2017; Small, 2017; 

Small, 2017; Small, 2017; Thompson, 2011; Weston, n.d.).  

Providers have begun making the shift in response to the multiple VBR methods 

implemented by the CMS. To promote further change, commercial payers need to become more 

prominent in the change effort. Patrick Conway with the CMS advises that a barrier for providers 

to expand further into VBR methods is the mixed signals they receive from public and private 

payers (Small, 2017). Additionally, he further refers to the speed of change being a challenge in 
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the change effort to value-based care, stating that “the Center for Medicare and Medicaid 

Innovation couldn’t keep pace with change early on, so it was rolling out new payment models 

too slowly” (Minemyer, 2017, para.4). Without payer organizations, as well as providers and the 

CMS shifting to VBR methods the challenge, Conway stated this will cause momentum of the 

entire change to slow enough to cause failures in the entire system (Minemyer, 2017).  

Organizations can best achieve success in this change effort by completing their changes 

following Kotter’s eight-step process. Organization Z is only one example of how the 

information about each of the steps can be applied to create change when it is needed. Kotter is 

an industry-identified specialist on the topic of change management. Through years of studying 

organizations and their changes, Kotter developed his eight-step process by identifying the steps 

and processes these organization took to achieve successful change, and the steps and processes 

they took that led to failure in the change effort. Together, these observations were developed 

into Kotter’s change framework that has been used by many organizations to achieve successful 

change consistently.  

There are several examples where Kotter’s steps were applied to real-life organizations 

for successful change (Hinckley, 2009; Soehner, 2012; Wheeler & Holmes, 2017). Additionally, 

research into the topic of change management identifies that that change is best supported 

through creating a sense of urgency, creating a team that can guide the change effort, ensuring a 

vision and strategy is implemented, communicating the change effectively, empowering the 

organization to move forward with the change, generating short-term wins to promote more 

change, and finalizing the change effort through a new culture in which the changes can remain 

successful. Whether it is Lewin’s three-step process, or expansions of his three-step process, 

each process explained for leading change includes steps that align to or mirror the steps Kotter 
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presented (Hayes, 2014). While literature differs in the order this process is completed, it 

collectively supports that the steps within Kotter’s process are necessary for successful change. 

At a time in the nation where change is necessary to improve healthcare for all its 

citizens, it would be difficult for organizations, including those like Organization Z, to not 

recognize the need to change and initiate Kotter’s process as soon as possible to achieve the 

triple aim.   
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Appendix A – Organizational Chart for Organization Z (overview) 
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Appendix B – Stakeholder Grid for Organization Z 

The stakeholder grid for Organization Z applied Hayes’ (2014) power/attitude matrix (see 

Change Tool 10.1, p. 204-205).  

 


