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The Quality-Strategy Imperative in Healthcare

Iintroduction

While quality and patient safety are critical to the operation of a hospital, these
core processes often lack a strategic context. Hospitals that explicitly integrate
quality and strategy are more likely to outperform their peers. Quality with
strategic context will lead to superior customer satisfaction, market share, and
financial results. The strongest methodology to creating this quality-strategy
context is through Healthcare Performance Management.

Setting the Stage

The great quality debate occurs when you ask a group of hospital CEOs
whether quality is part of their strategy or, better yet, part of their vision
for the organization. While everyone will be quick to cite the importance of
quality — it is this role relative to strategy that quickly exposes differences
of opinion. In these debates we tend to see three primary types of
responses:

Price of Admission — These are the leaders that will argue that
everyone in healthcare has to provide quality care, but it is
impossible to differentiate an organization on quality. Because of this
perceived lack of differentiation, quality does not typically make it to
strategic planning. Sure, quality and patient safety may get lip
service, but little else is done. You'll typically hear these leaders talk
about the inability to measure quality when defending their lack of
meaningful measurement.

Strong Silos — On the surface, these organizations appear night and
day different than those in the previous category. These are hospitals
that have invested in quality programs—bringing in best practice
communication, benchmarking, training, and process improvement.
But, in the end, while outcomes may be better than those in group
one; they share an inability to link quality to strategy. Leaders end up
in this group because they take quality for granted. In these
organizations, they are building very strong quality silos that lack
true connection with strategy and vision. Typically, these first two
groups tend to see strategy development as a time to think big—
imagine new buildings or services, but not talk about quality or
safety.

3|Page
Confidential and Proprietary ¢ Copyright© QPR Software Plc ¢ All Rights Reserved « www.gpr.com




The Quality-Strategy Imperative in Healthcare

Firm Believers — The differences between this group and the Strong
Silos are subtle, yet significant. Like the previous group, these
hospitals invest in quality initiatives, but the differences exist in the
context for these investments. The organization articulates the role
of quality in achieving its strategies and vision. Quality initiatives are
aligned around the vision and the vision reflects quality. Strategies
may involve capital investments, but they also address the core
processes of the hospital. This group may consist of those hospitals
who have always looked at quality as a strategic focus, but can also
include hospitals that until recently may have fit in the first two
groups. Unfortunately, it can take misfortune and the need to turn
around an organization before conversion occurs.

Rather than having strategic context, many
hospital quality efforts exist within a
functional silo along with other potential
silos in finance and operations.

Having worked with dozens of hospitals in the last few years, we have
seen each of these groups up close. More importantly, we have witnessed
the results that can often occur when an organization loses its focus or
takes its core processes for granted. In many hospitals facing a turnaround,
the first step is to clarify core processes and place them into context. For
example, we helped a large east coast community hospital develop their
strategy/turnaround plan. This hospital had once been recognized nationally
but now stood on the brink of bankruptcy. The new CEO, an avid football
fan, described her view of the problem and the ultimate solution when she
told us “For too long, we’'ve been trying to throw the long pass instead of
making sure we could simply block and tackle and move in the right
direction.” Quality and safety, while not flashy, should be at the core of a
hospital’s strategy.
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Providing Strategic Context to
Quality

Whether a new convert or long time advocate of the quality-strategy link,
hospitals in this group typically embrace the fundamentals of Healthcare
Performance Management (HPM). HPM is aimed at strengthening and
formalizing processes in place in every hospital — performance
measurement, strategy implementation, communication, and knowledge
management. This HPM approach involves the explicit identification of key
processes and links them to the hospital’s vision through strategy. While
many models exist, the best HPM framework is based upon the Balanced
Scorecard.

The Balanced Scorecard strategy
management methodology helps
organizations  navigate towards
realization of their vision.

The Balanced Scorecard Strategy Management Methodology

In use at leading organizations throughout the world, the Balanced
Scorecard framework is a proven approach to implementing and
communicating strategy. Central to Balanced Scorecard are four
perspectives — Financial, Customer, Internal, and Learning/Growth. These
perspectives create a common language that allows the organization’s
strategy and goals to be translated into clear, actionable terms.
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Ideally, implementation of an HPM should start with sponsorship from the
top of the organization. Any type of change initiative is more effective
when owned and driven by senior leadership. This is also the most efficient
route to strategically align the organization, as it removes all doubt from as
to priorities and what actions should and should not be pursued.

With a vision and strategies in place, senior leaders are able to set clear
expectations for the entire organization. A valuable tool in this process is
the strategy map. A strategy map is a tool used to depict the cause and
effect linkages inherent in strategy. If using the Balanced Scorecard
framework, a strategy map will show the hospital vision, financial
perspective, customer perspective, internal perspective, and growth
perspective and the relationships within and between each of these areas.
This map provides the context for quality. Quality is a process critical to
every healthcare provider — so, it is therefore highlighted within the internal
perspective as a strategic theme. Within the quality theme, a clear cause
and effect path can be shown relative to satisfying physicians, payers, and
patients (customer perspective) as well as leading to revenue growth or
greater efficiency (financial perspective). With this clear map, every
business unit is then able to map their own quality processes and
understand how these directly relate to customer satisfaction, financial
viability, and, ultimately, achieving a vision.
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Strategic Themes Drive Strategies

Strategic Themes represent those internal activities (and are therefore
reflected in the "process" or "internal" perspective) necessary to achieve
the desired position. For community hospitals, these themes typically
include:

Superior quality and safety.
o Ensure quality and safety exceed customer requirements
Customer Focus.
0 Expand relationships with existing customers.
Efficiency.
o Lower direct costs, reduce indirect costs, and share common
resources with other business units.
Partnerships.
o Build long-term, dependable relationships with physicians and
the community.
Revenue Growth.
o Develop new sources of revenue from new markets, new
products, or new customers.

For this approach to work, though, there must be full commitment from
leaders to define the hospital’s high level vision, strategies, and map the
perspectives.

Then, the commitment to expand this throughout the organization must be
made.

Bottom-Up Approach

Strong leadership as described above is, unfortunately, not always present.
All too often, strategy is not fully defined or translated into actionable
steps. Consider the example of a seemingly successful regional medical
center — leadership decided to create service specific planning teams but
did not provide a high level strategy or clear expectations. Without
guidance, each team drifted, and ultimately leadership was “disappointed”
because the teams presented inconsistent plans that failed to address key
expectations regarding financing, customers, or internal processes. This
particular hospital’s efforts were doomed from the start because there was
no ownership or definition from leadership, and no planning was taking
place with cross-functional service teams.
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So, does this imply that HPM tools cannot be implemented from the
bottom-up? No, a bottom-up approach can work if certain elements are in
place. With a strong functional champion representing one of the key
internal processes, this approach can be very successful. Quality is an ideal
process to lead the bottom-up development of an HPM.

The most critical element in this situation is to have a strong quality
champion with both a link to leadership and a clear ownership over the
guality processes within the hospital. Such a champion could be the Chief
Medical Officer, another leading physician, Executive in charge of quality
(VP, Director, or Manager), or the Chief Nursing Officer.

We typically see eight stages in rolling-out a quality-based HPM:

1. Buy-In — Create consensus for the need to measure quality results in
context of organizational strategy and performance. With this
understanding, the champion can establish the planned process and
involvement required.

2. Strategy map — Since the process is led by quality, there will have been
limited input from senior leadership regarding translation of a strategy into
the strategy map. There are two methods used to obtain a strategy map —
the first option is to lead senior leadership through a facilitated series of
meetings to develop a strategy map. While this creates the most
ow nership, it also tends to slow the process as education and buy-in must
be cultivated. The second option is to build a proxy strategy map. A proxy
strategy map is built from input of leadership, quality understanding of
current strategy, and existing documents. With each of these reflected, a
proxy map is created and shared with senior leadership. Senior leadership is
able to react and approve the proxy which then serves to provide context
for the HPM.

3. Quality Theme — Using a quality steering committee, create the high
level scorecard for the hospital. This scorecard will reflect all four
perspectives, but will focus on the quality and safety theme. A process
such as that detailed in our HPM e paper is useful in this stage. Note that
while this stage focuses on the quality and safety theme, all other themes
should be referenced but not given detail. The scorecard developed will
reflect strategies and objectives, but actual measures are not identified until
the next phase.

4. Measurement — The first step in defining measures is to inventory
existing quality and safety measures throughout the organization. Involving
business unit managers, it is possible to collect measures, their sources,
typical uses, timing, and whether or not they are required by an external
organization. Using sound HPM data strategies, this inventory of existing
measures is merged with any proposed measures and two subsets of
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measures are selected. First, strategic-quality/safety measures are
populated in the scorecard and secondly, all required measures are
identified and placed into a requirements monitor. It is critical not to force
required measures into the scorecard. For each of the objective areas, a
measure or objective owner is created at the hospital level and measures
are given appropriate definition.

5. Cascading Plan — With a high level scorecard in place, the next step is to
define the way in which the framework will be cascaded throughout the
hospital. This involves identifying the lowest level to be included (division,
department, individual) and the timing to bring these areas on board. It is
best to roll out each level in a new phase.

6. Roll-Out — At each level of the organization, training and support is given
to each business unit so they may build a quality and safety theme
scorecard based upon the high-level scorecard. This process mirrors the
one used in phases 3 and 4. At this point, technology solutions are
appropriate to support sustained implementation.

7. Review and Update — The HPM must become more than a report
distributed to the leadership of the organization: it must become part of the
culture. The quality leader may hold quality reviews based upon the
scorecards at the high level (with senior leadership) as well as with major
business units. At least annually, each scorecard should be updated to
reflect organization and strategy changes.

8. Expand — The quality based HPM should create momentum within the
organization. This momentum can carry over to creating scorecards for
other themes as well as having senior leadership adopt a formal process to
manage the hospital-wide HPM.
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A sample HPM framew ork with quality and safety theme highlighted.

The Bottom-Up Approach in Action

A good example of the bottom-up approach is a community hospital in the
Midwest. Administration fully supported quality/safety initiatives and was
looking to integrate quality into its strategy. But with a formal strategy
process just beginning and uncertainty over how to include quality in this
process, leadership was supportive of a quality-led initiative to develop a
quality performance management solution which included a strategy
context.

The director of quality led a steering committee that determined scope and
selected the QPR tools to guide implementation. With existing quality
scorecards in place, the Director wanted to make sure they were measuring
the right things in the most efficient manner. The first step was creation of
a proxy strategy map based on interviews with senior leaders and business
unit managers. The proxy map was presented to leadership who signed off
on its use in building the quality HPM. Using the proxy, a high level
scorecard was created and distributed as a guide for each department.
Departments selected measures from their existing scorecards (plus they
added additional measures) and placed these measures into their new
scorecards and requirement monitors (for externally required data). As a
result, there is a clear organizational context for why quality and safety are
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important to the organization (why quality is strategic). This has also
served to benefit the strategy development process as the HPM framew ork
makes translation into action much easier.

What to Look for in a Healthcare Performance Management
Solution

The hospital above chose to utilize the QPR solution for supporting
Healthcare Performance Management. Individual hospitals should make sure
they consider four factors when selecting a particular tool or approach.

1. Expertise — Make sure the tool or process is built for healthcare by
exerts in the field.

2. Process — Do not simply look for technology, as an HPM requires a
sophisticated, comprehensive process before considering technology.

3. Technology — While HPM implementation is largely process, it can be
strengthened through technology. Technology — if easy to use, stable, and
accessible — can institutionalize the HPM.

4. Value — HPM solutions come in a variety of forms and price points. An
appropriate HPM solution will deliver value at an affordable price point.
When considering the price point, consider where you want the
organization to be, and the effort required to get there internally. The HPM
solution should provide savings over this effort.

Conclusion

Tightly aligning quality with the hospital strategy typically leads to superior
performance. As a core process, quality directly leads to customer
outcomes and financial viability. HPM solutions provide the context to link
qguality and safety to strategy. This link aligns the most critical process
(quality and safety) within a hospital to the vision and performance of the
organization. While this alignment should occur in every hospital, the reality
is that quality exists in a silo in many organizations. The quality-strategy
focused hospital is achieved through implementing an HPM either top-down
(with executive leadership) or more likely, through a bottom-up approach.
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Next Steps

To | ear n mor e about QPR S oahdt Redornwmibce
Management solution please visit www.gpr.com

To learn more about testimonials from other organizations in your industry
about QPR please visit www.gpr.com/customers.html
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QPR Software Plc

QPR Software Plc is an international, highly regarded partner for enterprises

and public sector in process development and business performance
improvement. QPR6s mi ssion is to help people and
of their business processes and achieve their goals.

QPR software has been implemented in more than 1,500 organizations across
the globe and is provided in more than 20 languages. QPR was founded in
1991, has its headquarters in Helsinki, Finland and co-operates with an
extensive network of talented partners in over 50 countries worldwide.

QPR Software Plc
Huopalahdentie 24
FI-003350 Helsinki, Finland
WWW.gpr.com

Tel. +358 290 001 150
Fax: +358 290 001 151

QPR Customer Care
Tel:  +358 290 001 155
customercare@qpr.com

QPR

Quality. Processes. Results.
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