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Management and performance are tightly linked in our
research on over 6,000 manufacturing firms globally
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3 Tobin’s Q assuming constant book value 3



Healthcare management practice findings

" Management practice is strongly related to:
— Clinical outcomes
— Patient satisfaction
— Hospital financial performance

Management
really matters

" US healthcare management practice:

There is large — Good US average score Vs others

variation — Large intra-country variation creates a real opportunity
for improvement
" 4 factors are associated with better management practice:
Improvement — Degree of competition
is possible — Hospital size

— Hospital ownership
— Share of clinically trained managers
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Our hypothesis was that management practices were key
drivers of hospital performance

Codify good
management
practices

Select and train
a team of
interviewers

Select and target
hospitals

Assess quality of
management
practices

Correlate
management and
performance

" Based upon our Management Matters in Manufacturing:
" Defined 20 scoring dimensions focusing on:

— Lean hospital operations

— Performance management

— Effective talent management



Our hypothesis was that management practices were key
drivers of hospital performance

Codify good
management
practices
Select and train " Team of:
a team of — 24 MBA and post-graduate management students
interviewers — Dedicated, highly skilled and trained interviewers

Select and target
hospitals

Assess quality of
management
practices

Correlate
management and
performance



Our hypothesis was that management practices were key
drivers of hospital performance

" Randomly selected public and private hospitals across 7
countries




Our hypothesis was that management practices were key
drivers of hospital performance
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Our hypothesis was that management practices were key

drivers of hospital performance

Codify good
management
practices

Select and train
a team of
interviewers

Select and target
hospitals

Assess quality of
management
practices

Correlate
management and
performance

" Examined management scores with data that is:
— Publically available
— Obtained from independent sources
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We use a hospital speciality—level assessment tool to

evaluate management practices

Management Example dimensions
practices evaluated
/
“ Performance dialogue
Hospital / : 9
: / and review

Operations 7
Management /

Interconnection

of targets

\
\

Talent and People
management

Target balance

Consequence
. measurement

Dimension Scoring
criteria

1.Measures tracked do not
indicate directly if overall
hospital objectives are
being met. Tracking is

2.Most key performance
indicators are tracked
formally. Tracking is

overseen by senior staff

3.Performance is
continuously tracked
and communicated,
formally and informally,
to all staff using a range
of visual management
tools
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The overall hospital management practice score is the
average of assessments across 20 dimensions

Dimensions Score

1. Lay out of patient flow 2
2. Rationale for introducing standardisation 3
and/or pathway management

3. Standardisation and protocols 2 —
4. Continuous Improvement ... 3
5. Good use of human resources 4
Overall
management
7. Consequence management 3 practice score
8. Quality of targets 2 on scale of 1-5,
9. Target stretch 3 o is calculated
10. Clarity of goals and measurement 3 from average
1. ... across all 20
dimensions
13. Rewarding high performers
14. Promoting high performers

15. Making room for talent
16.

A~ W0 b, W
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We interviewed almost 1,200 hospitals across 7 countries

Number of interviews

U.S. 326

N

N

U.K.

*

Canada
Italy
France

Germany
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Sweden
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There is a strong relationship between management

practice and health outcomes
Risk adjusted 30 days AMI mortality rates relative to national mean (US and UK)

102

Bottom quartile 3rd quartile 2nd quartile Top quartile

Management practice score
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Good management is correlated with better clinical and
financial performance

A one point increase in management practice is associated with:

US Hospitals

" 7% reduction in risk adjusted 30 days AMI mortality rates
" 14% increase in EBITDA per bed

" 0.8 increase in the percentage of people that would recommend the
hospital

UK Hospitals

" 6.5% reduction in risk adjusted 30 days AMI mortality rates
" 33% increase in income per bed

" 20% increase in the probability that the hospital is above average
in terms of patients satisfaction
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There is a wide variation in average hospital management
practice score by country

Management practice score — by country

I Average

US 3.00

NV
)

UK 2.82

Sweden

| jT

Germany

Canada

*

ltaly 2.48

France 2.40

- =
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There is an even bigger variation of management practice
scores within countries

T 2 3 4 5 1 2 3 4 5 1 2 3 4 5
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Tougher competition appears to be good for management

Management practice score

2.90

2.82

2.69

2.59

None 1105 51010 More than 10
Number of competitors?

1 As perceived by the manager.



There is a strong relationship between hospital size and
management practice

Management practice score

2.80

2.71
2.65

2.44

<100 100-499 500-1,499 >1,499
Number of employees

1 Directly employed by the hospital
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Private hospitals tend to have higher management practice
scores

Management practice score

3.02

2.83

2.59

Private, Private, Public
not for for
profit profit

Hospital ownership
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Hospitals with more clinicians as managers have better
management

Management score relative to national mean

1.02

1.01
1.00

0.97

Bottom quartile 2nd quartile 3rd quartile Top quartile

Proportion of managers with a clinical degree
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There is wide variation in the prevalence of clinically

trained managers by country

Percentage of managers with a clinical degree’

-I— Sweden

US
B¥] canada
B Germany
BB France
== UK

1 ltaly excluded as it is a legal requirement that all general managers have clinical degrees

93.14
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These findings pose some questions for policy makers

" How can greater competition be fostered without losing
scale economies?

" How can the trend to more clinically qualified managers
be accelerated?

" How important are management practices for driving
health performance?
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Quotes

Don’t get sick in Britain %

Interviewer : “Do staff sometimes end up doing the wrong sort of

work for their skills?

NHS Manager: “You mean like doctors doing nurses jobs, and
nurses doing porter jobs? Yeah, all the time. Last week, we had to

get the healthier patients to push around the beds for the sicker
patients”
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FOR MORE INFORMATION

www.worldmanagementsurvey.org
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