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Unisys Software Problems Snarl West
Virginia Hospitals’ Medicaid Billing

Already stung by a snafu in the state’s new Medicaid
billing system, West Virginia hospitals are seeing more red with
the short-term fix devised by the state and its vendor Unisys.

The problem for the association’s 69 hospitals began
when the state turned Medicaid billing over to Unisys on July 1.
Since then, the system has had glitches in processing and
paying provider claims.  Medicaid represents about 15 percent
of the average West Virginia hospital’s business.

According to Mike Robbins, VP for financial policy at the
West Virginia Hospital Association, things are going from bad
to worse.  In interviews with West Virginia newspapers, he said
the system is incapable of verifying patient eligibility and dates
of service.  Nor does it do an acceptable job of keeping track
of which claims are already paid.  He called the situation an
“administrative nightmare.”

The latest: affected hospitals must re-bill their claims.  It
is not yet clear who is going to   (see Unisys, p. 6).

Lawson Says Its Layoffs Will Have
Little Impact on Healthcare Products

Faced with a sharp decline in licensing fee revenue in
recent months, Lawson Software, Inc., St. Paul, Minn., has
decided to lay off about 100 employees in the U.S. and the
United Kingdom. The company says the layoffs will not slow
down software releases or product development.
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  “This Government’s blind faith in the merits of centralised IT
systems survives all the empirical evidence against them...Not only
is the Government bad at managing such projects, but they are
also a beanfeast for contractors.” – The Telegraph of London, on
the British National Health Service national program for IT.
The quote reminded us of domestic events, including the VA’s
recent $249 debacle after hiring a Washington Beltway contrac-
tor to do an HIS vendor’s job.

Now’s Probably Not The Time
 To Consider ERP Software

It’s just our opinion, but given
the struggles of ERP vendors
and recent events...Page 2

Medquist: Check Your Bills
We warned readers in April to
check their Medquist bills for
possible overcharges.  Now, the
company admits some over-
charging, and a lawsuit alleges a
lot of them...Page 3.

Names in the News:
--Cerner’s own Congressional
candidate
--The Ireverent HIS blogger
 Page 4.

Paying for CHINs...
Let the beneficiary foot the bill,
says this MD...page 5.

Eclipsys: Sunrise’s Fast
It’s only benchmark tests, but
the application hums, the vendor
says.  Page 5.

Unisys Bags $30 Milllion Deal
Are Feds rewarding non-
performance?  Page 6.

HIMSS Pay Data:
CEOs, naturally, got biggest
percentage hikes in healthcare,
just as elsewhere. Page 7.
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Lawson’s payroll has been steadily
shrinking over the past few years, according
to annual reports filed with the U.S. Securities
and Exchange Commission.  In 2002, the
company had 1,944 employees, but that had
dropped to 1,579 by May of this year. The
new round of layoffs announced Sept. 30 will
reduce Lawson’s workforce by another 6
percent.

The company, a provider of enterprise
resource planning (ERP) applications for
hospitals and other types of businesses, says
it is facing a sluggish market, as customers
are taking longer to make decisions and
contracts are being deferred. Lawson re-
ported a $417,000 loss between June 1 and
the end of August.  License fee revenue was
off 41.5 percent, dropping to $13.3 million
from $22.7 million during the same three
months of 2003.

Selling prices were down 23.1 percent
during the last fiscal quarter, the company
said in its quarterly SEC report, and the
number of licensing deals declined 20.3 per-
cent compared to the same period last year.
A bright spot was that service revenue in-
creased to $69.4 million, up 6.3 percent from
$65.3 million during the same quarter of 2003.

Lawson would not provide details
about where the upcoming 100 layoffs will
occur in the company, but Director of Corpo-
rate Communications Terry Blake said that the
impact to people working on health care
products will be minor and that “No health
care software releases will be affected by our
restructuring plan.”  There will also be no
changes to development plans for health care
products, he said.

Blake said the company’s restructuring
will not diminish support for health care prod-
ucts. “We will continue to deliver the same
level of support to our health care clients,” he
said. Lawson has no plans to contract out
support or installation to other vendors, he
added.

Lawson is moving from a decentral-
ized structure with units focused on individual
industries to a more centralized structure,
Blake said. Instead of having executives
responsible for industry segments such as
health care, the company will have one
executive responsible for a function across
the company.  For example, a chief product
development officer will oversee all develop-
ment activity across all industries Lawson
serves.

In a news release, Lawson said that
Eric Morgan, executive vice president for
health care, is leaving the company.  A new
executive vice president of services will be
named to oversee all implementation, includ-
ing health care, said Blake.

The layoffs and corporate restructur-
ing are expected to save the company $15
million a year. The realignment is being
undertaken to make it easier for clients to
work with Lawson, said Blake. Clients want
a single point of contact within the company,
he said, and the previous decentralized
structure confused clients. The centralized
organization will result in a “more coordi-
nated, consistent effort,” he said. –Correspon-
dent Steve Larose

Our Opinion:
This Is Probably Not The Time To Be
Considering  Investing In ERP Software

This may be saying the obvious, but
now does not seem to be the time to con-
sider enterprise resource planning (ERP)
software.  For some of the same reasons,
this may also be a bad time to be making
any new license commitments with ERP and
financial/human resource software vendors
PeopleSoft and Lawson—at least without
contractual protections against the possibility
of a market exit or other cutbacks in their
commitments to healthcare.  Here’s why:

ERP Software:
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First, ERP is not among the top priori-
ties of hospitals and health care enterprises.
The 2003 and 2004 HIMSS surveys don’t
place this software type among the top eight
systems hospitals are considering now, or
plan to buy in the next two years.  From the
vendor’s point of view, this means hospitals
aren’t a hot market at which to throw substan-
tial dedicated resources.

Second, there’s the $249 million ERP
software meltdown at the Department of
Veterans’ Affairs (VA).  The heart of that
problem was that the VA and its contractor
tried to adapt three commercial vendors’ off-
the-shelf industrial systems into one ERP
package for both non-healthcare and hospital
use.

In the fact that it never worked lie two
long-established object lessons: industrial
software does not adapt to hospital use; and
non-healthcare-specialist software firms do
not succeed as core healthcare applications
vendors.  Neither has ever happened, in many
attempts.

Third: despite this VA experience and
its object lessons, Lawson Software is elimi-
nating its healthcare-specific staff in an overall
reduction in force, and is saying healthcare
clients will be better off merged in with other
clients in a single development and support
system.

No, they won’t.

PeopleSoft And Lawson In Particular:

In addition to being ERP vendors,
PeopleSoft and Lawson are significant ven-
dors of human resources packages to health
care entities.  PeopleSoft and Lawson do not
seem to be doing well right now:

— Lawson’s reduction of its commit-
ment to health care was part of a larger (and
not its first) reduction-in-force due to low
revenues.

— PeopleSoft seems to be even
worse off.  Its sales took a pummeling when
Oracle started its campaign to acquire it, then
its CEO was caught lying about that drop in
sales and was canned by the board. How-
ever, its sales and stock value continued to
deteriorate.

That brings us to Oracle.   The finan-
cial package involved in the $249 million ERP
failure at the VA was an Oracle system.  Its
web site does list a couple of hospital clients
for human resources software (Oregon Health
Sciences University, William Beaumont Hospi-
tals), but we couldn’t find evidence at it web
site of an installed ERP client hospital.
Oracle is trying to buy and absorb a wounded
competitor. All of the above suggests to me
that Oracle is unlikely to be a significant force
in health care software in the next couple of
years-–unless, of course, it were to acquire a
company like Cerner (which, rumors have had
it, Oracle has approached in the recent past).

Even if that were to happen, given the
massive failure of systems integrator
BearingPoint to marry Oracle financials to two
other industrial software packages as an ERP
system, who wants to be the first to buy into
an attempt to integrate Oracle ERP with
Cerner clinicals?  – Bill Donovan, Publisher

[Other opinions, especially contrary opinions,
are welcome.  You can e-mail me at
bill[at]insideinfo.com.  Your name won’t be revealed or
used without your permission.]

As we warned in April...
Check Your Invoices–Medquist
Sued For Alleged Major Overbilling

“Check the arithmetic on your tran-
scription bills if you use MedQuist Inc”, we
warned readers in our April 19, 2004 issue.
Medquist provides transcription and speech
recognition services to health care entities,
principally hospitals.
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Now, the Mount Laurel, N.J., company
is being sued in Los Angeles on behalf of a
Florida hospital by a Washington, D.C. law
firm, which says 3,000 hospitals have been
defrauded for years.  The lawsuit seeks
class-action status.

Between our original April report and
the lawsuit, Medquist did its own internal
review and admitted July 30 that it used
formulas instead of character counts as
required in contracts to charge clients.

Some clients had been overcharged,
some may have been undercharged, the firm
said.  However, it replaced its CEO, CFO,
and chief legal officer–a  housecleaning which
obviously hints at bigger billing trouble than a
few over, a few under.

“The allegations in this lawsuit are still
being evaluated and raise issues that impact
an entire industry.  Before this suit was filed,
Medquist had already begun to proactively
address customer billing issues.  And this
lawsuit will not deter Medquist from continuing
to do so,” said Neal Marder litigation chair for
the Los Angeles office of Winston & Strawn,
which is representing Medquist.

The alleged fraud may go as far back
as 30 years, said Mark Hogge, Esq., an
attorney with Greenberg Traurig, LLP, the firm
that filed the lawsuit on behalf of South
Broward Hospital District in Florida. “We think
that every single hospital that these people
have dealt with in the history of their career
has been defrauded,” he said.

The class could include one in five U.S.
hospitals because MedQuist had a 20 percent
share of the transcription market, he said.
Hogge estimated that if the hospitals prevail in
the lawsuit, the potential damages against
MedQuist could be in excess of $100 million.

According to the lawsuit, MedQuist
inflated its bills to hospitals by counting char-
acters within a transcript more than once. The

lawsuit says that MedQuist also charged for
silent embedded characters within transcribed
reports, even though its contracts with hospi-
tals did not allow for those charges. Hospitals
were charged for software templates and
overhead costs, even though those charges
were not allowed in contracts.

Hospitals had no way of detecting this
fraud, Hogge said, because MedQuist did not
itemize bills and refused to provide backup
documentation. “It was basically a black box
to the hospital,” he said. “They were having to
take it on trust.”

Other competitors in the industry
provide invoicing backup so that customers
can spot check the line and character counts
of transcripts to make sure they are not being
overbilled, he claimed. When customers
complained to MedQuist, they were given
various excuses and the company attempted
to negotiate a settlement, he said.

Medquist’s July 30 announcement
admits that “...the ratios and formulas for
certain client accounts were changed by the
company, generally without disclosure to
clients, in order to affect profit margins.”

Hogge also accused Medquist of using
predatory pricing to win business. “They
underbid the competitors and then recaptured
the underbidding through their billing prac-
tices,” he said. Because of the lack of billing
details, hospitals didn’t have any way of
holding MedQuist to the rates that were
quoted, he added.

New York-based consulting firm SSI
Advisors said it reviewed MedQuist’s invoices
for one large hospital system and found
overbilling by as much as 50 percent on some
invoices. Losses for that one hospital system
were estimated at more than $10 million.

Under its new management, “MedQuist
has been proactively and responsibly working
with its clients to address the questions raised
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regarding its billing practices, and we will
continue to do so,” said newly-appointed CEO
Howard Hoffmann in a statement. “The com-
pany intends to respond to the suit appropri-
ately, according to the best interests of our
customers, employees and shareholders.”

Hogge said that hospitals can protect
themselves from transcription overbilling by
insisting on itemized billing. Invoices should
break out the charges for each transcribed
report, he said, including the number of char-
acters per report, the rate for the report, and
the amount owed for each report. –Correspon-
dent Steve Larose and Publisher Bill Donovan

Names In the News:

Cerner’s Congressional Candidate...

In case you didn’t know, Jeanne
Patterson, a former Cerner employee and
wife of Cerner CEO Neal Patterson, is running
for Congress as a Republican.  Her campaign
is financed largely by her sale of her own
Cerner stock and contributions from 14 Cerner
execs, according to the Kansas City Star.
She is quoted in local papers as being miffed
at her opponent’s ads questioning her commit-
ment to creating U.S. jobs while her husband’s
company exports jobs to India, saying the ads
are “bent on destroying the reputation of a
good company...”

On the other hand, she didn’t say that
Cerner isn’t exporting jobs to India, where, to
paraphrase an old Bob Dylan lyric, the pro-
grammers work almost for nothing.

HIS Blogger

Does anyone know who HISTALK
(http://histalk.blogcity.com/)  is?

This blogger, who claims to be an HIS
director, offers interesting, if sometimes
rambling, news tidbits and colorful rants, such
as, “Thank you for reading. Except for you

folks from profitable HIS publications who troll
here shamelessly to get story ideas from the
nonprofitable, amateurish HIStalk. You should
at least thank me (well, I do appreciate the
one honest reporter who did.)”   (Gving credit,
we noticed links to the news quote below and
the one at the top of this issue at his blog.)

Quote: Paying for CHINS

“What’s been holding up implementa-
tion of all these ehealth initiatives is that the
financing [of EMRs] has not been coming from
the parties that stand to benefit [the most]
financially,” said Allan H. Goroll, MD, an
internist at Massachusetts General Hospital in
Boston and interim chair of the Massachu-
setts eHealth Collaborative. “The financing
has been put on the backs of physicians and
practices, but the financial benefits accrue
predominantly to the purchasers [of health
care] and insurers.”  - from an article on Blue
Cross-Blue Shield of Massachusetts plans to
spend up to $50 million to seed a CHIN.  See http:/
/www.amaassn.org/amednews/2004/10/18/
bisb1018.htm

Eclipsys Says Its SunriseXA 3.5
Performs Well In Benchmark Tests

Eclipsys says it commissioned Aber-
deen Group of Boston, Mass., to test re-
sponse times of SunriseXA Release 3.5, and
that the software performed well in tests “at a
peak hour workload in excess of any realistic
hospital environment.”

The tests were in benchmarks, not live-
environment tests, so the proof isn’t quite in
the pudding yet.  But the news seems quite
positive for Eclipsys clients.  Aberdeen got
similarly good results in benchmarks of
SunriseXA 3.3 earlier this year.

Earlier versions of the software had
experienced response-time troubles (Inside
Healthcare, 11/3/03).  Eclipsys officials were
infuriated by that report, in which we quoted
CIOs as saying response times with the
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earlier release were often 6-8 seconds and
some were as slow as 35-45 seconds, and
that some CIOs were being told through the
early part of 2003 that their sites were the
only ones with the problem.

Unisys...continued from page 1:

pick up the tab.

“Our hospitals incur an expense with
many of their venders to rebill,” said Robbins.
“Any time a bill is cut there is a certain fee for
that.”

The association is waiting to determine
how much all of this rebilling will cost hospitals
before it raises the issue with the state.  Until
then, he could not say how the association will
respond, but it seems like a reasonable bet
that some sort of a reimbursement request is
in the offing.

Robbins said the association has
worked hard with the department to get things
straightened out. “Now this.”

John Law, a spokesman for the state’s
Medicaid program, said hospitals’ concerns
over the cost and inconvenience of rebilling
are new to him.  He agreed that hospitals
have been asked to do so to ensure they get
all of the money they are owed.  Law said the
system could be functioning as it should in
about four to six weeks.  (We note that,
according to the Charleston Daily Mail, Unisys
has been promising since July that the system
would be fixed in 30-60 days.)

Meanwhile, the state is giving hospitals
cash advances based on the prior three
months’ history.  “At least from a cash support
this has not been a problem,” he said.

The problem is, it makes a mess  of
the hospitals’ books. “We cannot reconcile our
accounts receivables.”  Catching up will take a
while, he said.

Robbins said he does not know
whether the state has yet “paid a single cent”

to Unisys. In his view, that is the only stick it
has, short of going with another vendor.

“It would be another transition all over
again,” he said. “That’s why the state has
given Unisys as long as it has to try to work
all of these different issues.”

Meantime, it has lost one deal with the
state.  Robbins said pharmacies went back to
the state’s old vendor – ACS – for Medicaid
claims processing to give Unisys an extra
year to prove itself. He said the state has
continued to work with Unisys to work out all
of the bugs in the processing of other provider
claims.

While Unisys has been the successful
third-party administrator for Medicaid pro-
grams in other states, in the case of West
Virginia, the vendor has made contractual
promises it has so far, been unable to deliver
on, Robbins said. He said Unisys has been
playing catch-up ever since.

Susan Beck, a spokeswoman for
Unisys, said the company is working diligently
to correct the problems and the backlog of
claims that resulted when what she called the
“cutting-edge” system was rolled out in July.
“We think that in about a month or two that
should be cleared up,” she said.  “The system
is stable and we’re paying claims right now.
We are still working our way through the
backlog that happened early on.”  –Correspon-
dent Howard Wheat

...But Unisys Still Scores A
 $30 Million DoD HIS Deal...

Meanwhile, Unisys was recently
awarded a $31 million contract to provide
implementation and training services to the
military as it rolls out its latest version of the
Composite Health Care system to some
60,000 users at 195 facilities.   Let’s hope the
firm does better by U.S. taxpayers working
for the Department of Defense than it has
done so far for West Virginia Medicaid.
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Are you better off today than you were two or ten years ago?

Year-To-Year Comparison of HIMSS Salary Data

You can easily learn how your salary compares to that of your peers by reviewing the
Healthcare Information and Management Systems Society (HIMSS) salary survey.

But how much better of are you today than you were a decade ago? We compared
HIMSS salary data from the two most recent years, 2003 and 2001*, then looked at a randomly
selected former year, 1995*. While apples-to-apples comparisons were not possible between
the earlier and latter years due to changes in survey parameters, we were able to draw some
interesting conclusions.

CEO salary increases outpace CIO salary increases

CIO salaries increased 11.74% from 2001 to 2003 while CEO salaries increased
25.41%. This seems to be a consistent trend: According to the surveys, CIO salary increases
also fell short of CEO salaries from 1995 to 2003, averaging 30.64% and 47.27%, respectively.

CEO/CIO Salary Comparison: 1995, 2001, and 2003
Title 1995 2001 2003
CEO $126,915 $149,036 $186,904
CIO/VP Information Systems        $108,170   $126,473    $141,315

Annual CIO salary increases second only to CEOs and consultants

Focusing on 2001 and 2003 data, it is clear that CIOs are not bad off. They earned more
than all other executive positions shown below except CEOs. Their annual raises also outpaced
the annual raise of the shown positions except CEOs and consultants.

Average Salary By Title: 2001 and 2003
Title 2001 2003 Improvement
CEO $149,036 $186,904  25.41%
CIO/VP Information Systems $126,473 $141,315  11.74%
Clinical Informatics Director $90,377 $110,318  22.06%
Consultant $98,436 $106,401  8.09%
Sales $77,300 $103,438  33.81%
Director of Information Services $89,414 $93,917  5.04%
Security Officer $82,083 $74,542 -9.19%
Clinical Systems Analyst $63,690         $68,882         8.15%

Average Annual Raise: 2001 and 2003
Title 2001 2003 Improvement
CEO 9.35% 8.05% -1.3%
CIO/VP Information Systems 6.20% 5.42% -0.78%
Clinical Informatics Director 5.79% 4.15% -1.64%
Consultant 7.32% 6.67% -0.65%
Director of Information Services 5.37% 4.52% -0.85%
Clinical Systems Analyst 5.64%          3.50%          -2.14%

Bonuses remain fairly consistent

In 2003, half of all survey respondents, 61.3% of CIOs, and 69.8% of CEOs said they
received a bonus. That’s slightly better than 2001, when only 47% of survey respondents,
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55.96% of CIOs, and 61.90% of CEOs received a bonus. In both years, the bonus as a per-
centage of salary remained fairly consistent: Thirty percent of respondents in all positions re-
ceived a bonus that was 10% of their salary or greater.

The gender gap remains

Although year-to-year comparisons of gender-based data were not available, men did
out-earn women ($99,171 to $79,487) in 2001, and men did receive higher raises than women
(5.11% to 4.15%) in 2001.

Looking back…

Due to changes in titles surveyed, 1995 data was not directly comparable to 2001 and
2003 data with the exception of CEO and CIO positions (see above). But here’s what everyone
earned then:

1995 Salary Data

Title Salary
CEO/COO/CFO/Partner $126,915
CIO $108,170
Other Senior Management $  97,917
Senior Staff/Manager $  53,367
Staff $  41,465

* 1995 data is compiled from the 1995/1995 HIMSS annual compensation survey. 2001 data is compiled from the
2002 HIMSS annual compensation survey. 2003 data is compiled from the 2004 HIMSS annual compensation
survey.
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