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Healthcare in the modern era represents the single
largest growth business in the U.S. Trends as a
percentage of gross domestic product (GDP) are
progressively higher throughout the 20™ century
following periods of advancement of medicine and
technology. The rate of change in the past 20 years,
however, is particularly noteworthy. The annual
growth rate in healthcare expenditures as a percent of
GDP has never been higher thanint oday " s

Period Post WW | Post WW Il | 1960's -1970's| 1980's - Today

Prospective $/
Constrained FFS/
HMO's/Consumer
Driven Healthcare

Retrospective
Government $/
Commercial FFS

[ELNEIENENER)  Out of Pocket
Payment (OP)

Employer Based
Coverage/OP

Limited risk except
for patient - no
access, no cost

Limited risk Very limited risk
Increased coverage 90% coverage
Increased payment | 75% increase in NOI

High provider risk
Cost containment
Survival intellect

Financial Risks
and Responses

National $1.4B $8.5B $28B- $51B $253B - $2,300B
Expenditures 1.6% GDP 3.2% GDP 5.2% - 7.2% GDP 9.1% - 17% GDP
The challenges experienced by all healthcare

providers, albeit hospitals, physicians, or other allied
health organizations, are compounding daily, and the
uncertainties moving forward with respect to
healthcare reform, population growth, the economy,
physician supply, labor force, etc. continue to grow.

This brief article will describe the recommended
management practice that when incorporated into the
daily culture of any healthcare organization will serve
to minimize these uncertainties and actually maximize
performance outcomes.

While seemingly elementary, it is important to
recognize is that at any point in time there are four
dynamics in play that are in a state of constant change
in the life of the healthcare organization. They include
operating revenue and expense and patient needs and
patient outcomes, and represent the major inputs and
outputs of the care delivery process. Everything we do
from a clinical and non-clinical perspective, no matter
how minor, will have an impact on one or more of
these four key variables.

mar ket .

2

Resource

Supply
s
- >
© = 3
£ BALANCE PATIENT g5
©
23 OUTCOMES 3 z
3
(]
- @
Resource
Utilization

An imbalance within either of these will lead to a
suboptimal result in terms of financial and clinical
performance and in which case one or more of the
following circumstances will exist:

1. Excess profits have not been effectively re-
invested back into the organization

2. Excess expenditures are preventing necessary
investment in resources and quality patient care

3. Growth in patient volume exists beyond the
organizations capacity to effectively provide high
quality services

4. Underperformance by the organization in meeting
appropriate market demand for community and
regional patient needs

There are five essential steps that the organization"s

board and executive leadership should follow to

ensure that t hei r organi zation"s fu
performance is optimal, and that these situations are

avoided.

STEP 1 - DEFINE SCOPE AND CLARIFY OBJECTIVES

Otherwise known as framing, this process will begin
building the foundation for all subsequent planning
activity. It requires the involvement of a cross section
of leadership and line management and is designed to
define the scope and focus of the challenges requiring
strategic foresightt Ref erred to as the “p
or team” from t this grouppob i nt for
individuals should be developed with both horizontal
(executive leadership) and vertical (line management)
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staff in mind, and preferably represent all key
operations of the organization. The organization
should allocate sufficient time required at the outset to
clarify objectives and how best to address them to
avoid investing limited time and resources on the
wrong  issues. The organizational attitude is
essentially aligned, or re-aligned in many cases, during
this process. Dialogue must be open. Barriers to
thought should be eliminated; however both complex
and linear thinking will be applied. The process
should remain positive, minimizing bias, but should
completely embrace disagreement. Focus should be
on outcomes, but clearly use future expectations to
influence the present in order that the organization
does not get stuck in the same unworkable paradigms.
Numerous selected classic planning tools will be
employed during this step.

Achieve Preserve

What does the organization
want but doesn't have?

What does the organization
have and want to keep?

Avoid

Eliminate

What does the organization
not have and not want?

What does the organization
have but doesn't want?

<
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NO <« Does the Organization Have It?———»> YES

¥
| STEP 2 - ANALYZE THE ENVIRONMENT |

The organization must understand its internal
(experience) and external (trends) environments before
formulating any strategy. What are the facts? The
mix of basic driving forces that suggest the most likely
future-t(@remasrq and
l ead to
determined. The vision ultimately defined by the

organization requires this very insight. Any vision
developed without such sagacity is blind and bound to
fail. A typical strengths, weaknesses, opportunities,
and threats (SWOT) analysis should be completed;
however the bandwidth through which this activity is
developed must be intentionally wide.

Nine (9) key strategic attributes ( “ K S Ashosld be
assessed based on what is most relevant to the

organization and examined by trend, impact,
implication, and known strategies employed
throughout the market. K SA“ s enmt ethose

activities that will both shape planned strategy and
ultimately be used to measure daily operations and
organizational performance. Where applicable,
industry standards should be determined and compared
with historical company achievements during this
process. The organization"s position
state” d the $WOF danalybisy should be
developed keeping a focus on both time (i.e., trends,
developments, outlook) and location (geographic
considerations that have influence on the organization
such as national health legislation or local and regional
labor issues, etc).

WHAT'S RELEVANT?: TRENDS - IMPACT - IMPLICATIONS - STRATEGIES

Key Strategic Attributes NATIONAL STATEWIDE REGIONAL LocAL ORGANIZATION

"EXTERNAL" ENVIRONMENT , INTERNAL
ENVIRONMENT

HEALTH POLICY ? ? ?

CAPITAL 2 ?

TECHNOLOGY ?

JRCY PRy Ry

PAYMENT

PHYSICIANS

Historical
Trends -
WORKFORCE

XY BN ) RS BR)

Current -
Developments)
DEMAND

Future -
Outlook QUALITY/SAFETY

COMPETITION

The data convergence, facts and realities isolated
through this scanning process will complete the
foundation for all subsequent planning activity.
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| STEP 3 - IDENTIFY ORGANIZATIONAL DIRECTION

c h a n g &hergjare; twoedistifict segmepis in fhig gtep. The
alternasigemustset c ofp,ﬁqg:@ting(cerrwegtmhe first of these two tightly

aligned activities including visioning) is not what
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some believe to be nothing more that throwing
spaghetti against the wall and seeing what sticks. The
“scenario
as the hard basis for the organizations formulated
vision, and similar to the scanning procedures in Step
2, should be deliberately broad in nature.

It will be necessary at this juncture to have developed
an adequate business modelwith which to run and
assess creative alternative futures and which will also
be used as one tool to craft the organizations vision.
The following elements need to be recognized during
the design focus and construction of the model:

1. Organizational course and direction as defined by
the objectives determined by the planning team

2. Timeframes based on short-term (1 year), mid-
term (3 years), and long-term (5-10 years) periods
and the goals established for each

3. Commitment and support as governed by the
organi missiopn on" s

4. Consideration of all external and internal
environmental strengths, weaknesses, threats, and
opportunities

5. Definition and support for the organization®s
current state and incremental state performance
projections

6. Acceptance that it will be used as a key interactive
business tool supporting leaderships decision
making processes and continual revisions to the
organizations strategic direction as necessary in
the future

7. Ability to maximize future strategic foresight,
growth, and achievement of organizational goals

A baseline forecast should be prepared, but the
organization must avoid long term reliance on the
premise of that baseline projection (as many
organizations fall prey to) which will represent no
more than a future vision based on present archetypes
and policy. Traditional views must be challenged; the
widest range of creative parameters must be generated,
and among various scenarios, those most useful to the
organization must be consolidated.

At this point the organization should begin

development of &ibusiness plagé .

t hi n kdctivity wit serges s

No surprise, but it is strongly recommended that a
business planbe developed as the end product of the
iditialrplanningy fot the brganizations future success. It
is the primary focal point that will guide the
implementation of organizational strategic foresight.
A durable strategy is supported by a well developed
business plan that clearly defines what to do (actions),
how best to do it (measures), and how best to maintain
it (preservation).

Attention to detail and assigned accountability are
keystones in this effort. The business plan will serve
as a daily discussion document keeping all resources
on message and all performance in line achieving the
vision and outcomes desired. The plan should be
constructed in a matrix format based on a series of six
strategy modules which link actions, measures, and
preservation on one plane and, where applicable,
address how the four dynamics are impacted by
actions planned by key strategic attributes on the
other.

Strategy Modules

Cornerstones

Objecti itiati Directi Targets | Controls | Systems
Health Policy ? ? ? 2 2
REVENUE el 2 2 2
Technology ?
EXPENSE Payment ?
Physicians 2
G Workforce
NEEDS
Demand
ZY[S Quality/Safety
OUTCOME o
Competition

During the forecasting phase, the business plan will
begin as a general structure or skeleton. As alternative
planning scenarios are tested through use of the
business model and follow on team assessment and
analysis, certain basics of the business plan will
become apparent (i.e. common objectives, initiatives,
etc). These should be incorporated into the plan as
determined.

Once the organization enters the period of forecast, in
situations where they find themselves facing
unforeseen circumstances, there will be a need to act
deliberately and with immediacy based on the
knowledge of what to do in order to recover and
minimize damage to expected performance. A very
important component of the business plan should deal
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with ultimate contingencies that are largely defined
during this forecasting activity. The process of
considering alternative scenarios becomes very useful
in crafting what these contingent actions should be.

The number of scenarios determined most useful to the
organization by the planning team will depend on the
organization, the issues they face, the direction they
want to move, and the challenges they need to deal
with. However, developing a minimum of three and a
maximum of five scenarios are recommended. Once
this is done, the team will enter the visioning phase.

The collection of alternative future scenarios must be

vision that has already been determined as the
organization enters this stage. Ultimately, a strategy
has to be acted upon. Therefore a bridge or hard
connection between vision and action must be built.
In this step, the organization”s vision is translated or
“ p | a nimtoestlategy supported by specific tactics
leading directly to action. The realm of the long-term
big picture future is guided back to the present via a
seriestof
to the desired future on a daily basis. Sounds
involved. But in fact strategy is nothing more than a
series of steps to be followed by those held
accountable in their area of responsibility. Recall that
the business plan is the end product and its keystones

linked back to the present by askingthe q u e st i o nare,d8adl and accountability. Every segment of the

w h a tWhadt does the organization want to do? This
is where the vision begins to take form. The
advantage at this stage is that the team will have had
the benefit of hard forecast data with which to use and
refer.  There is no substitute for planning team
discussion, process, interplay and ultimate decisions as
a group regarding which direction is best for the
organization over the long term — and there is no
substitute for adequate preparation for which this five
step approach to effective strategic planning is
dedicated.

A critical justification or means that will be helpful in
assisting the team in their decision process is to link
al al ternatives wi t h
purpose, effectiveness, performance, and bottom line.
It will become clear which alternative is a best fit. The
vision should be memorialized and viewed as the map
or pathway to the organizations desired payoff or
goals.

t he

planning activity up to this point has been designed
deliberately in order that those detailed steps or
requirements are apparent. An examination of the
business model will provide the roadmap toward the
detail ed “wor kpl an”,
objective by objective, etc. that in total will simply but
comprehensively represent the organization™s strategy.

Good strategies withstand the test of time, anticipate
the dynamics of change, and recognize the need for
checks and balances. Large or small, they will always
demonstrate that (1) sustained quality patient care (the
horizontal plane of the four dynamics) cannot
effectively exist without patient/customer satisfaction
and thay &) inveseneni io stdff and resourses {the
vertical plane) is under an increasing set of
expectations and constraints in order for the
organization to thrive in its highly competitive market.

¥

| | |
[ [

| | |
[ [

| | |
[ [

| STEP 4 - FORMULATE STRATEGY

| STEP 5- COMIT, EXECUTE, AND INSTITUTIONALIZE THE PLAN |

D h 0 w e sngvetke présdnta t

n

ar ea

i Te objeetives e Heen adentifiedawon &ndvmarket me t h o d
environments are understood, and the direction the
organizafioln wants to go is clear. The plan to get there

The concept of strategy
or series of maneuvers or stratagems for obtaining a
speci fic goal godmworresu & the t
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has been developed. So now the only thing left to do
is act. Where some processes of strategic planning are
better than others, this last segment is where most
organizations fail to succeed regardless of how
effective their approach was that got them to this
point. The primary reason this happens is found in
how management looks at this very important step.
Typically it is viewed as an implementation, not unlike
that seen in the installation of new technology or data
Ssystems. It i s
frequent demise of even the best planning efforts in
healthcare.

This is the most difficult step in the process simply
because it requires the consistent retention, acceptance
and conservation among many individuals throughout
the organization. It is basic human nature that over
time much is taken for granted and there is a tendency
to fall back on ol d
have an on and off switch that can be easily rewired or
repaired. So therefore, re-enforcement will play a vital
role. Also note that we do not use the word agreement
as a requirement. Whatever the plan, from the
beginning, the process embraced disagreement, and
ultimately it is not likely everyone involved and
responsible for this institutionalization will totally
agree with its merit. But in the end, it is mandatory
that all must accept and support its tenets.

Where communication is crucial in carrying the
abstract plan into concrete action, the activity most
ignored is the matter of maintenance. Not only to
ensure that specifics of the plan are supported over
time, but to recognize that things change at different
rates at different times and that this entire approach to
organizational planning now needs to become part of
the daily corporate culture. Application of strategic
foresight is to become a new way of organizational
life. The organization is now on a perpetual cycle
whereby it must constantly leverage learning and
defined capabilities from earlier projects and planning
efforts. Everyday everyone, and by every valid means
must continue to achieve the plan and consistently
plan to achieve.

The concept of corporate synergy should take a

t hicauses* pl ug i n

organi zat.i

achieved goals beyond their own expectations. By
definition, it"s that condi
parts interact producing a joint ef f e c t that “ s

than the sum of the parts acting alone. A stimulating
atmosphere is created on: (1) a foundation of
fundamental communication; (2) a belief that short
term doubt should never jeopardize long term success;
and (3) constant joint revision of the common threads
of data and planning throughout the organization.

" mental ity that

. .
SUSTAINED Y|
PERFORMANCE

BUSINESS
KNOWLEDGE,

ORGANIZATIONAL
STRENGTH GG
COMMITMENT

Many of the uncertainties in our healthcare market can
be minimized and opportunities to grow and achieve
organizational goals made feasible if the right
foundation is laid in the manner recommended in this
article.

There has never been, nor ever be, any shortage of
challenges in the healthcare industry. Recently, we
see clear evidence of conting problems running the
gamut from the substantiated to the emotional.
Regardless, the industry is about to enter, we believe,
itds most di fficult era if
unprecedented attentionhat necessary healthcare
reform has placed on &nd its customers. All wifeel

its impact, but in the end, there will be little room for
error, expectations will be higher, and the need to
plan effectively never gréer.

strong hold throughout the organization, a traitt h a t
common among worl d cl ass

s
organizations
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