The McKinsey Hospital Institute
Whole Hospital

Diagnostic Scanner

Example Trust

v2.0
January 2011

CONFIDENTIAL AND PROPRIETARY
Any use of this material without specific permission of McKinsey & Company is strictly prohibited

McKinsey&Company




Example Trust

Executive summary

The McKinsey Hospital Institute (MHI) is a global initiative whose
mission is to work with hospital leaders to build capacity for their
hospitals to become high-performing organisations. The main areas
of support are; diagnostic and benchmarking, partnering in delivery,
building capability and knowledge and networking.

As part of our diagnostic and benchmarking service, we have
developed a hospital-wide performance scanner which looks at
hospital performance against four main areas; quality, operations,
finance and organisational health. This tool draws on the many
publicly available sources to create a comparative picture of hospital
performance.

In this second version of the tool, we have extended it to specialty-
level (still based on publicly available data). This document provides
an overview of what the tool can do as well as some sample
analyses for your hospital. We have not yet discussed or validated
these analyses with you.

We would stress that although they are a hugely valuable source,
there are limitations to the national data sets and what they can be
used for. However, our experience is that this tool provides an
excellent basis to develop a deep understanding of hospital
performance and to identify and quantify priority areas for
improvement.
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The benchmarking analysis covers 4 dimensions of the hospital

o
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Quality

Patient safety, clinical
outcomes and patient
experience including links
to operational metrics and
underlying drivers

Organisational health

Effectiveness of
management practice and
outcomes, with options to
review change readiness,
top team effectiveness and
physician alignment

Operations

Key clinical operational
areas, with a focus on
patient flow through
specialties, utilisation in
theatres, outpatients and
diagnostics, and staff
productivity

Finance

Key financial metrics, from
both a historical perspective
and future scenarios as well
as assessment of coding,
procurement and overheads

Example Trust
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Example Trust

Benchmarking: What it is and what it is not

What it is... What it is not...

Analysis using major, nationally-
published data sources (e.g., HES,
Department of Health, etc)

Indication of areas of strength and

potential areas of improvement within the

Trust

Opportunity to build a platform for
change within the Trust to improve current
practices

Fact base on potential improvement
opportunities that need to be validated

Data based on national datasets, cleaned
of outliers, with data quality restricted by
the quality of data source

* Internal analysis using Trust data that is
NOT published or publically available

* Root cause analysis of all the factors
underpinning the current performance levels

* The basis for attributing inefficiencies on
specific specialties or parts of the
organisation

= A clear cut improvement roadmap and
definitive improvements lever

= Benchmarking with the most up to date,

individually verified or internal data from
all Trusts
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Example Trust

Key points on the diagnostic

* The analysis in this document primarily compares your Trust with
standard peer-groups — typically other hospitals within the SHA or
of similar size/scale nationally, as agreed by yourselves

* The sources of data used in this analysis are the major nationally
published data sets (e.g., HES, FIMS, ERIC, etc.)

= We have developed and weighted a selection of these metrics to
develop summary compound metrics for each dimension of Trust
performance (quality, operations, finance or organisational health)

= The diagnostic assesses the improvement opportunity that would

be realised through changing the performance levels of the
underlying drivers in each dimension
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It is important to carefully consider the peer group
EXPLANATION SLIDE — SAMPLE DATA

The peer
group used
for
comparison
with Trust’'s
performance
is listed here

We can choose an appropriate peer
group according to hospital size,

type, and geographical area

Selected peers for your Trust

The greater
the number of
trusts in the
peer group the
more robust
the peer
benchmarking

2009/10
Trust Number of HNon-elective
income  spells* spells Total

Trust name FT Trusttype £m 000 % Beds
Dummy Trust v Custom 788 149 47.0% 1,249
University Hospitals Bristol NHS Foundation Trust ¥ Teaching 535 132 38.5% 997
Royal Free Hamp: NHS Trust % Teaching 504 ATY. 17.2% 684
Cambridge Univess ity Hospitals NHS Foundation Trust ¥ Teaching 820 173 258% 1.108
Southampton University Hospitals NHS Trust % Teaching 501 117 49.8% 1,133
Sheffield Teaching Hos pitals MHS Foundation Trust +  Teaching 1) peip ] 26.2% 2073
Guy's and St Thomas' NHS Foundation Trust ¥ Teaching 1,054 193 24.4% 1,109
5t George's Healthcare NHS Trist % Teaching 483 115 39.3% 846
King's College Hospital NHS Foundation Trust v’ Teaching 620 120 45.6% T52
University Hospitsl of South Manches ter NHS Foundation Trust ¥ Teaching g2 81 46.4% 852
Salford Royal NHS Foundation Trust v Teaching 357 18 329% 795
Barts and The London NHE Trust % Teaching ] 07 44.4% 1.011
Royal Liverpool and Broadgreen University Hospitals NHS Trust % Teaching 401 111 35 5% a80
Chek ea and Westmins ter Hos pital NHS Foundation Trust ¥ Teaching 337 73 52.4% 431
Leeds Teaching Hospitals NHS Trust % Teaching 811 224 48.8% 2,196
Uni ity Hospital Birmi NHSF ion Trist ¥ Teaching 543 13 324% 1.018
University College London Hespitals MHS Foundation Trst v Teaching 780 108 29.5% 801
The Newcastle Upon Tyne Hospitas NHS Foundation Trust ¥ Teaching 821 189 36.5% 1,702
Onocford Radcliffe Hos pitak NHS Trust ¥ Teaching 838 198 357% 1.240
Central Manchester University Hospitals NHS Foundsation Trust ¥ Teaching ™ 169 34.9% 1.169
University Hospitals of Leicester NHS Trust % Teaching 828 228 54.2% 1,914

* Qutpatients excluded
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Example Trust

Considerations (using
sample slide as an
example)

* What other criteria
are important to you
when selecting the
peer group?

* Are there trusts not
on this list that you
specifically want to be
compared with?

= Are there trusts on
this list that you don’t
want to be compared
with?
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Example Trust

We can provide an overview of performance vs peer and NHS

The number in the bubble shows The green and red dotted lines
_ your Trust’s performance with color show the top and bottom
Each axis shading indicating relative performance of the selected
_SI_hOWS your performance to the national spread peer group, respectively
rust’s
erformance . h "
(F))n each S— Considerations (using
dimension MHI diagnostic: insights into performance W First Quartile  —— Your Trust sample slide as an
. ) [ second Quartile ----- Top Peer example)
relative to ﬂi. [ Third Quartile  ===== Bottom Peer
the national . W Fourn Gusrile = Area of strength (first
spread and o quartile) is finance
that of the | — What is driving the
selected o |+ excellence?
peer group a%) . &—— . ..
. ° * Areas with significant
9 2 S N s improvemen.t op_portunity
For each ‘o o (52%); i (fourth quartile) is quality
dimenSion, Finance L - Operations .
Elea e i - — What are the drivers
- - for improvement?
selection of CL) :
publically R Areas with some .
available Improvement opportunity
metrics % (2nd/31d quartile) are
W . .
weighted by satons! organizational health and
impaCt and SOURCE: McKinsey Hospital Inétitub. Care Q.Lfslity Ccrr.rrl'lssicn. Hospitsl Episode Statistics, Or. Foster, Department of McKinsey & Company | 20 Operatlonls -
data quality Health, NHS Information Centre, British Association of Day Surgery, HPA . What IS dr|V|ng the

mixed performance in
these areas?
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MHI diagnostic: Overview of performance
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Example Trust

All NHS - excluding specialist trusts
B 1stQuartie [T 3rd Quartile == Your Trust

[ ] 2nd Quartile [Jl] 4th Quartile ***** Top Peer
===== Bottom Peer
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Example Trust

We illustrate strong performance in each dimension

©
For each metric, we have EXPLANATION SLIDE -

benchmarked Trust SAMPLE DATA
performance against the
peer median within the
selected peer range

Your Trust is performing well on several metrics compared to selected Considerations
peers I 1stQuartie [T 3rd Quarile O Yourtust [ ] Peer range H
Sub D an?)uanlile . jt:CuaniIe A Peer median ’ ? sample sllde as a
Dimension Dimension Metric example)
- -Patient falls
. 17.4 6.7 5.8 4.2 0.3 a Wh t th d .
We have listed GEERN [SEE sv (s e w e— | D at are the driver
here a” the metrICS - -Delayedtransferofcare 10. é Of exce"ence?
where your Trust is RACP: 2 weck referral By
erforrr>]l|n |n the - -appointmev'itlein F?Aecsli) 96.02%  99.89%  100.00% 100.00%  100.00% § o Al’e these areas Of
]E ? __- LN S w—— continuous strength?
Irst quartile G [NERGHEN prowss (groi heria) JENTT 0 T
relative to the (] [l cricameamsarwre TR ;. = How do the areas of
national spread - e strength map to
on-clinical income per -:E- a
areas in the bottom
--c Ex rating revenu | N | q
apEx to operating revenues -0.05 0.03 0.05 0.06 0.17 quart”e?
- -Absenteeism&sick days -Z:_
5.8% 4.5% 4.0% 3.7% 2.5% . " .
T LI = R - r'ving the
L e — | reemmn B ces N

McKinsey & Company | 1
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Example Trust

Your Trust is performing well on several metrics compared to selected

peers

Sub

Dimension Dimension Metric

Patient falls

RACP: 2 week referral to
appointment in RACP

% stroke patients receiving CT scan
within 24 hours

PROMS (groin hernia)

Clinical income per WTE
Non-clinical income per WTE
CapEx to operating revenues

Absenteeism & sick days

Staff recommend trust as a place to
work or receive treatment

Quality of job design

. 1st Quartile |:| 3rd Quartile O Your trust : Peer range

|:| 2nd Quartile | 4th Quartle A Peer median

e — ——
174 6.7 5.8 4.2 0.3
|
96.02% 99.89% 100.00% 100.00% 100.00%
| A
17.0% 49.0% 58.8% 71.0% 100.0%
T S e ———
0.02 0.07 0.09 0.10 0.14
T — ——
38.6 53.9 58.1 64.4 124.2
e E——————
0.6 5.3 6.4 9.2 27.5
e I w— |
-0.05 0.03 0.05 0.06 0.17
A |
5.8% 4.5% 4.0% 3.7% 2.5%
T o
3.2 3.4 3.6 3.7 4.0
BT o
3.2 3.3 3.4 3.4 3.5
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Example Trust

We illustrate where there is improvement opportunity

For each metric, we have

benchmarked Trust EXPLANATION SLIDE —
performance against the SAMPLE DATA

peer median within the
selected peer range

However there is a significant opportunity for

improvement on some metrics M 1stQuatie [ 3rd Qartie O Yourtust [ Peer range . h
a Sub ["] 2nd Quartile [l 4th Qlartile A Peer median CO“SlderatlonS

Dimension Metric

SV Medication errors (using sample slide

EEEVAN CDIFF infection rate E:-_ < as an example)

RV MRSA infection rate —II:-_ c = \What are the root
IV il AGE experience [ o ——— causes of weak
Experonce (1 S -_— performance?

We have listed
here all the metrics
where your Trust is
performing in the
fourth quartile
relative to the peer

Quality
Quality
Quality
Quality

Quality

9
3
@
H
@
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3

o
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]

Quality STV PROMS (varicose vein) Ol i T
spread | = What are the key
Operations [l Inpatient FARERSNIY K2 g :
drivers of
Operati Outpatient [NNNEY o I S — i
[P utpatien rate 162%  93%  7.9%  66%  0.0% |mpr0veme nt?
Operations (ON(eEULIM First OP to elective IP ratio -:I-
11.2 32 2.6 2.1 0.2
: - N = Are these areas of
(O] TENION SN (L[ i%id Consultant productivity 1ioa = — — o
. " . continuous
(O IENTo N (L[ dYisA Nurse productivity o s e T e
' o e e weakness?
(O] TENO SN (Lo d%iA Nurse productivity _::—
29.9 112 9.8 8.2 35 | ——
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Example Trust

Improvement on some metrlcs . 1st Quartile I:l 3rd Quartile O Your trust : Peer range
Sub [ ] 2nd Quartie [l 4th Quartie A Peer median
Dimension Dimension Metric
Quality SEVEVAMN CDIFF infection rate B A B
9.1 4.3 3.3 25 0.0
Quality SEVELVA MRSA infection rate B 2 - E
1.28 0.64 0.45 0.31 0.00
Quality Mother's satisfaction - A -
67.3 78.1 81.2 83.3 88.2
Quality 1]V PROMS (varicose vein) R A ]
0.00 0.07 0.10 0.11 0.15
[SEUA N ALoS ELIP e I | B
5.38 3.47 3.08 2.87 1.11
Outpatient [DINLYEVE o NN 1
16.2%  9.3% 7.9% 6.6% 0.0%
SISl First O to elective IP ratio o Y ——
11.2 3.2 2.6 2.1 0.2
LM Consultant productivity o | A | |
1484 442.1 537.6 617.7 989.1
LN S0IVA Nurse productivity o HN | - B
9.4 143.0 163.4 194.2 459.0
L IS0IVA Nurse productivity B A | | B
29.9 1.2 9.8 8.2 3.5
I8 Non-clinical staff to total staff ratio 04-02 O 0|2 A 0!1
LISV Non utilised space o A 1
27.3%  8.9% 3.6% 0.6% 0.0%
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Example Trust

We look to identify the drivers behind financial performance

In

order to identify drivers for cost savings,

we have broken down non-pay cost further
and compared them to the national spread

Non-pay cost is
shown broken
down into a driver
tree for your Trust

Examined levers on the non-pay costs side

W Frstouee [ T Guane

[ zecorm uzee [l Fourmn Guzee
@ Perceriags on toial novoay cost

Clinikcal su polles e Clinikall supoly ¢ ost! clinkal Income 9 Clnilkal Income
32,438,000 ai7o #
Lawnary Lawnary per bedday Bed days
-{?66 83 ‘ e 361 ‘ E 212,538 ‘
Cleaning M ©ocupled m2
3013816 e 770 6 B3.134
Total cost =
180,209,000
@ |hon mass Estales and g eneral suppikes | | | Catering B 9 Beddays
65,245,000 18,372,000 1145530 539 212,538
Esfahishment a Establishment cost per Tokal WIE
2387000 104 a0
omer Cooupled m2
11,559,106 e 183 m B3,184
Omernon py¢
4582000
Omer dired Gosst come o Total trust ncome
9366000 206,555,000

e PeEAGL ephTan Serang. reel TSEEAnc. rem S SpIn S T e

2 e w  mning

1 Sanshrs m eram wE pinel oo Tl S sesney, gn S s

b -
4 St o wach m mack, FRT, Fesuncancy, Cincal M. #

SOURCE: Mc¥insey Hospital Institute

. VIO, BT LnfoTE and cthing. et cithing, handwans an: codcery,

e wr e age, fumiue, T g W fEtrgn, 7o @G DT, Sl e s e BT N, I CPSSET NG RS AL L . ey nEsanms
i
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EXPLANATION
SLIDE — SAMPLE
DATA

Considerations (using
sample slide as an
example)

= What are the drivers
of high/low relative
cost?

= What actions can the
Trust take to reduce
cost and maintain
quality of care at the
same time?

Areas in the third or fourth quartile indicates potential cost savings
opportunities; however, further understanding of the data and the Trust’s
context is required in order to validate the savings opportunities

McKinsey Hospital Institute | 12



) - Example Trust
All NHS - excluding specialist trusts

Examined levers on the pay costs side B rstquartie [ 3 Quartie
|:| 2nd Quartile . 4th Quartile
~ - Percentage on total pay cost

. Clinical MFF adj - clinical
Medical pay . Market : : Market
. income income / medical
_1(£'000) g (£'000) 8 force factor force factor
120,895 576,198 78.8 1.12 1.12
28.3% B ]
Nurse pay Bed days 'F\>Aa|§/F/ iijr;irr:;rsmg Market Bed days / nurse
—{(£000) () Q< |wre o0y | €I [foreefector | S UM
140,916 425,740 38.1 1.12 128.3
Clinical MFF adj - ST&T MFF adj - clinical
Pay costs ST&T pay . Market . Market
. . income Pay / ST&T WTE income / ST&T WTE
(£'000) (£'000) e (£1000) 8 (£000) 0 force factor 6 (£000) 0 force factor
427,174 59,145 576,198 37.9 1.12 369.5 1.12
_clini ini i- MFF adj - clin
:::; chlsrl[lcal ﬁtglr%a; g/lliI:sz(;J/ nrg)nnclin ]Ic\/larkeft . incomeJ/ non clin ]Ic\/larkeft t
— (£'000) e (£000) orce factor e WTE (£'000) 8 orce factor
87,635 576,198 37.6 1.12 047 3 1.12
Other pay
L1 (£'000)
18,583

4.4%
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How to read the page below?

Example Trust

EXPLANATION SLIDE — SAMPLE DATA

In order to identify drivers for improvement, we have broken down

medical pay cost into pay per medical WTE compared to the

Trust’s peer median, top quartile, top decile and best in class ...

The medical pay
costs are shown
broken down into
a driver tree for
your Trust

Opportunity to reduce medical pay cost in comparison|with selected peers

Mediccal pay cost gap
£m

® || 143

Trust Savings Savings Target
current  target stretch  value
value range range

Clinical income [l selected value

£000 for savings
__F calculations —
[ selected value
for savings
a [ ] calculations —

stretch target
Adjusted medical pay/ medical WTE

£'000

T4

Total savings opportunities
£38.6m ( 28.7%) - £47.0m
(34.8%)

459

Your Peers Peers Peers Bestin
Trust median top top class
quartile decile peer

S

MFF adj clinical income/ medical WTE
£000

1 565 577

@ Your Peers Peers Peers Bestin

Trust median top top class
quartile decile peer

McKinsey Hospital Institute | 0

... as well as clinical income per medical
WTE, compared to your peer median, top
quartile, top decile and best in class

Considerations (using
sample slide as an
example)

* What are the drivers
of high/low income
per medical WTE?

* What are the drivers
of high/low pay cost
per medical WTE?

* Does the Trust’s
staffing level match
the variation and/or
change in patient
demand?

Higher income per medical WTE may indicate higher
productivity whereas low income per WTE could indicates
lower productivity, or potentially mis-managed staffing levels

McKinsey Hospital Institute | 14



Example Trust

Opportunity to reduce medical pay cost in comparison with selected peers

MFF adj medical pay cost gap
£m

. Selected value

Clinical income
£°000 for savings
calculations —

576,198 target

B selected value

120.9 28.5
B 525
. - ———
Trust Savings Savings Target
current  target stretch  value
value range range

Total savings opportunities

£28.5 - 110.9m (23.5 - 91.8%)

for savings
* calculations —
. . . stretch target
MFF adj medical pay/ medical WTE
£'000
89.6
78.8 80.4 728
9
Your Peers Peers Peers Bestin
trust median top top class

quartile decile peer

S

MFF adj clinical income/ medical WTE

£°000
796
519 537
376 454
Your Peers Peers Peers Bestin
trust median top top class

quartile decile peer
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Example Trust

Overview of top specialty performance B 1st Quartile [] 2nd Quartile [ ] Not Available
2009/10, peer group comparison W o Quarie [ ardQuartie ] No Peer Values
b)
Operations Finance
OoP IP Day Case
o o >
gl | 2 e 8 g % 8
D Q = Q © [}
8 2 B3 9 5 S o 3 6= § =
Total Number of spells: © o @ o o = = = 2 O= 3 =
222,135 » B = g 2 T © 9 £ = 0 s 28 = S
o5 © 3 9 -1 1 11 1 E 8% 8. o
SE - > Bg o £ B 3 8§ gz & £ g& g& 3
e 3 S  I® o a i e < a a . o0& o8 o
Rate Y% Y% # Days Days % % £ £ £ %
Obstetrics @ @ - 6.1% .
General Medicine . . . d 9 2.90%

Clinical Haematology 7.69%

H
-
(o]

Trauma & Orthopaedics ’ 86 | 9.93%

Gastroenterology 4.01%

Urology
Cardiology -
Gynaecology

1 Represents tariff activities only (e.g. tariff IP income/tariff IP spells) McKinsey Hospital Institute | 16



Moving from diagnosed opportunities to validated
opportunity and implementation for change

Diagnostics

A. Evaluate
performance
through
benchmarking with
comparable peers

B. Understand gaps
and opportunities

C. Assess
capabilities
required for
change

Validate

opportunity

A. Understand root
causes of gaps
and opportunities

B. Determine the
change
management
requirements and
strategy

A.

C.

Drive delivery

Example Trust
In scope for MHI Diagnostic

I In scope for traditional
McKinsey engagements

Build culture
for “change”

A. Build continuous
system capacity

Set targets
and establish
trajectories for

improvement B. Communicate

“‘change” message
Produce delivery

plans C. Empower

department heads
and other leaders
to drive change

Establish routines
to drive and
monitor
performance

Sustain and
continually build
momentum

McKinsey Hospital Institute | 17



Example Trust

Moving from diagnosed opportunities to validated In scope for MHI Diagnostic
opportunity and implementation for change (1/2) B In scope for traditional

McKinsey engagements

Diagnostics Validate opportunity

_Co_st driver !rees were also used_ as atool to capture ..o - o 1000 usen
insights on improvement potential

What are cost driver trees?
* A way of showing how the operational actions and decisions along the pathway determing the overall cost
of caring for a patient

Why are they important?

. . . = Allow hospitals to gain a deeper understanding of the costs incurred along a patient pathway and to
The McKi nsey Hos p]tal Institute estimate the effect of changes they may have on the total cost of the pathway
Whole H 0s |ta| » Indicate which operational -levers” will have the greatestimpact on the cost of care provision
4 = p When should they be used?
D| ag n ost|c Scan ner + Construction of a cost driver free can be part of a
hospitafs diagnastic work; the tree can then be used
to understand the financial implications of a e
proposed fulure-state design =
YOUR TRUST -E}-EH-EI ==
How can we use it? = o
= Break down issues to the level of individual e o E'E'E
gecsions = =
* Understand implications of each decision and how it o .
Discussion document e e [l e ‘,,E:|
November 2010 = ==
What support might we need? =
= Finance team, support for the Excel modeling it ==
needed ]
R e o s e e st iy B Com a5 s
MeKir
‘SOURCE: NHS Delivering Through Improvement 2008 Mekinsey Hospitl nstiute | 94

Durremy Trost

Revision knees are profitable, but we don’t do very many of them H tor cost

HRG cost driver tree H72

Surplus (£k)
T EB==

Consumabes cost! é_w
spell (£) 3363 y

B Bed costispell (3)
24

Indirect costispell (€)
802

McKinsey Hospital Instiute | 141

McKinsey Hospital Institute | 18



Example Trust

Moving from diagnosed opportunities to validated In scope for MHI Diagnostic
opportunity and implementation for change (2/2) M In scope for traditional

McKinsey engagements

Drive delivery Build culture for “change”

[E—— Do Tt
Building a trajectory requires that the Trust set interim and final There are 4 key elements of perf " I Focus of this framework
delivery targets
= Translation of business goals into clear,
* Challenging performance aspiration, top-level key performance indicators
Delivery target -+ Mid-rajectory articuiated in terms of specific goals (KPIs) and targets
Low trajectory —4 igh trajectory = Effective cascade of KPIs down through
the organization
(implementation (implementation ,
Clear direction for organization, = Simple, measurable, achievable,
has a lagged impact) has - immediate o 1 resute arentexd and timely (SVART)
impact) PP 2 ets agreed through planning process
% targets and
Interim e
o5 et accountabilities
1y targ: Final target
90 - = Open reward and
y recognition of good
85 team performance Underpinned
by active
80 Historical communications
ormance
75 pert
70 Effective visual management
. = Robust, timely, and credibie data
65 Effective = Right IT tools/data management
review meetings processes to support effective
€0 Starting point = Process, daia, environment supporting tracking of KPis
effective review meetings
- Sequenced calendar of performance review
0 Time
- - ‘ ‘ ‘ ‘ § B} ‘ ‘ § ‘ meetings across levels feeding upward
1996 '97 98 99 2000 01 02 03 04 05 ‘06 07 08 09 2010 = Clear objectives, agendas, end products, etc
= Supporting skills, mindsets, and behaviors
MeKinsey Hospital Institute | 141 McKinsey Hospital Insttute | 141
P—— [E——
The key steps in setting targets and trajectories The influence model covers all el t: ded to change mindsets,
capabilities, and consequently behaviors
Process step Deseription Why important
Influence levers to address action themes
* For the key metrics. develop an * Defining metics is essential in determining
Establish a understanding of where the target metric which target to focus on i i ot
Baeeiire would be If no changes were made + Abaselne clarffies the starting point and Role modeling Understanding and conviction
helps to determine where the target metric o
S oot « 1 i S (o ... | know why | need to change

-l agree with it, and it is

ina i ”
reports behaving in the new way’ meaningful to me”

* Atarget sets expectations for the system;

e\/ = Agree on system targets, whether set ‘1op-

doun” or ‘Dottom-up,” and communicate can serve as a gaanizing force
broadly
Seta target N2
. 5

\/ o PR ”

9 = Developa realistic and ambitous pathfo~ * A trajectory ilustrates when and how the 1 will change my behavior if ...
: the final target based on benehmark data system will achieve s target, allowing the
Estimate the target or estimates of the impact a given system to assess whether it has chosen the ,
trajectory intervention wil have right interventions and outlining a clear
sense

the structures, processes,

\/

“... | have the skills and capabili-

allocating a share of the overall system increase the reliabilty of the overall system , - = and systems support the desired
Negotiake target to individual performance units and target and trajectory. both by establishing ties to behave in the new way’ V. " ppo!
subtargets and manage each unit foward ifs sub-target an accountability mechanism and creating change
st b can be set via the buyin ) . 5
ey top-down, bottom-up, or hybrid methods Skills and capabilities Formal mechanisms
McKinsey Hospital Instiute | 141 MeKinsey Hospital Insttute | 141
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Example Trust

3 year scenario planning modelling can quantify the financial challenge
that Trusts face as well as levers of improvement

that the Trust may face

Activity

demographic growth

We looked at 3 scenarios for the external environment

* Al services +2.0% (exc ARE) non- = -2.0% base tariff upif;

] Base scenario
Bold indicates
variance from base
Recurrent annual cost

Cost savings reauired?
Price inflation £m (% p.a.)
. 24% = £237m (2,9%0a)

2.5% CQOLIN, 90% = Equivalentto achieve 44%

achieved, no impact of

of top quartile’ targets, or

Financial goals

= Fund

expe

Upside
We reviewed these scenarios in light of the Trust’s financial goals for Cash
and EBITDA
Cash
_op4(] We have looked at three potential levels of productivity improvement

« MiB £10.7m over 2 years, no h _op11| from closing the gap to upper quartile performance
surgery from Bury =201
* Decommissioning of Dermat Recurrent cost
_ (5% reduction in Outpatients —201 Phasing savings achieved in
Downside 12113) Basis of scenario 1112121311314 Assumptions (annual savings) scenario £m (% p.a.)
* Further (5)%pa) reduction in = Maint * Trusks achieves 45% of  15% 30% 45% = Paycost 4.9%pa £247m
Outpatients and ARE (shift ou | cavnes opportinities § i
hospital) (plus Low indicated by ‘upper s
ieve quartile’ performance in i i 3 i Duroey Trost
________ ment Whole Hospital Whether the Trust achieves its financial goals depends [ Trust exceeds all goals
D 4 L
« Maint tagnostie (WHE) on the combination of external factors and the level of [ Trustmeets goals
EBITDA levels productivity improvement delivered I Trust does not mest goals
* Tust achieves 60% of  20%§ EBITDA and Cash balance 2013114, £m
10/11 Mid-range savings opportunities
2 indicated by ‘upper e
TEL quartile’ performance in Productivity im nt
WHD | Increasing level of Trust response
Extemal scenarios ‘Low’ ‘Mid” ‘High®
————————— Upside EBITDA. EBITDA
T * Trusts achieves 100%  33% + Higher growth £235m (115%) | £43.2m(212%)
achi of savings appaortunities « Higher tarifi. and higher CQUIN
=iEs indicated by ‘upper + Lower cost inflation Cash: Cash:
ment quartile’ perfomance in £330 £73.5m
EBITDA: EBITDA:
Basecase £4.0m ( £31.3m (16.3%)
- Trust's annual planning assumptions
2010102013 Cash- Cash:
£6.0m £49 8m
Downside -
. Lower demand growth EDTE

+ Less MiB and activity from Bury

+ Lower tariff and lower CQUIN

+ Higher cost inflation, and pay deal ends
201314

-£18.7m (

Cash balance:
£1.0m
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Example Trust

The Organisational Health Index measures outcomes (effectiveness)
and management practices (frequency) which can be benchmarked vs.

other organisations

Accounta-
1114

Leadership

Role Performance Consequence Personal
clarity  contracts management  ownership
Accountability
External
orientation
Practices

* The choice of emphasis/style of practices an
organization uses in order to deliver
performance

* Determined by reported frequency a practice
occurs
— Example question — “Management actively
solicits employee involvement in setting
the client’s direction”;
(1 = never, 5 = always)

Capability

Culture &
climate

Coordin-

ation and
control

Outcomes

= The extent to which an organization is effective
within a particular element

= Determined by the level of agreement with
questions that make a positive performance
assertion
— Example question — “The vision for the
client’s future is widely understood by
employees”;
(1 = strongly disagree,
5 = strongly agree)

Innovation &

Motivation

learning

Top-down  Bottom-up Knowledge Gapturing
: . . . : external
innovation innovation sharing .
ideas
Innovation
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Example Trust

We can help organisations desigh and implement service lines to improve
performance at the specialty level

There are a number of organisational design questions we needed
to think about at Trust A to design service line management

Where does decision- .

. Executive
making happen?
How is performance, I
talent, risk and knowledge

management information
shared upwards?

Trust A has set specific criteria for designing service lines

| |_ - = Discrete patient group
| elf-

contained = Discrete finances (profit and loss)
1 = D\S’I
E [ I = Coll Trust level example — using Service Line criteria Areas for review
! — = Min
i - o~ L] . w -
N T g g 2 & £ 2
= Sta = = = =3 : :
Service Line structure C_omparable g g g g ﬁ %
D h th ht size and = Bu o 13 E E E &
owe have the ng complexity Criteria 7 o W W 0 2]
groupings? = Incdl Self contained Dummy Trust
. Cofl - Discrete patient gioup v Service Line example 1 — general surgery
* Discrete finances (profitand loss) v o
* Discrete staffing group v Criteria Comments
Common = Coll « Compatible infrastructure v = Discrete patient group v = Requirements of the patient journey is
currency for (ie requirements Self- * Discrete finances (profit and loss) v common across the specialities within
incentives ded| * Minimalinteractions outside of the v contained = Discrete staffing group v general surgery with pre-theatre
senvice line = Compatible infrastructure v assessment, anaesthetists, theatre time,
Comparable requirements recover and inpatient facilities
. Stall (Al WTE) " = Minimal interactions outside of v = Relies on anaesthefists and theatre time
AINATE the service line support, with core consultants and nursing
* Staff (Consuitants WIE) # team as a discrete staffing group
‘SOURCE: Team snalysis and international best practice v
— £l . .
Budget (£m) i Comparable " Staff (Al WIE) # = Where budgets include anaesthetics and
. size and = Staff (Consultants WIE) # theatre infrastructure it often moves into
Income (£m) f, complexity v being a very large budget which can
) = Budget (Em) # impact on “‘comparable size”
T Compledty (A LT v
Commaon measures of success ® Income (£m) # General surgery
v fits the criteria to
= Complexity (H/M/L) L be a service line
SOURCE: Tesmanalysis M
Common = Common measures of success v * Common success measures with KPIs
measures focused on theatre utilisation and
of success operational efficiency measures as well as

patient outcomes
Common objective to maximise profit
through optimising the use of resources
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Example Trust

MHI is a global initiative developing support for hospitals in four main

areas

Diagnostics
Understanding where you

are today:
= Whole hospital overview

= Growing database of individual

specialties & services
* 1 day on the ground expert
assessment

Academy
Building capabilities for

delivery in /‘
organisational leaders:

* BU strategy

* BU management

* Improvement
leadership

SOURCE: Source

T~

Diagnostics

Membership

Academy Delivery

Delivery
Making change happen
through improvement
programmes and networks:

* Benchmarking & improvement

networks (based on FTN
methodology)

individual trusts to deliver
change in high priority area(s)

* Draws on knowledge base in
critical areas such as
productivity & workforce high
value specialties, overheads
and procurement

MHI Membership
Full annual membership offers a

/ = Delivery Partnerships with

package of member benefits:

= Annual health check

= |nvitations to member conferences,
dinners and events

* Online peer networking and knowledge
bank (Spring 2011)
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