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STEP 1: SET PERFORMANCE STANDARDS

Managers often establish standards (also called targets). Perhaps you do the same in your life. In chapter 3 we learned
that managers plan goals and decide what they want to accomplish during the next year, month, week, shift, and so forth.
During implementation planning and project planning, they set standards and targets by which to compare and judge ac-
tual performance. Standards are expressed using metrics (numerical measurements) of things that can be measured.

Here are examples of targets in healthcare:

. 8 percent reduction in cost per chemotherapy procedure this year

. 20 percent reduction in number of patient care disparities by October 1
. 3 percent gain in social media followers next month

. 6 hours of training for each patient navigator during August

A key performance indicator (KPI) is a metric linked to a target (McLaughlin and Olson 2017). KPIs are directly
linked to an organization's strategic goals (Walston 2017). A KPI generally shows how close (above or below) actual per-
formance is to the target—and thus how close the organization is to achieving a target or goal. Viewing a KPI, a manager
can quickly see how her department's performance compares to the target. Performance management apps and programs
often show KPIs using colored visual gauges so managers quickly see, for example, that actual performance is at 78 per-
cent of the target.

Imagine a dental practice in Austin whose patients complain about long waits after arriving for scheduled appoint-
ments. A goal is set for 8o percent of patients each month to wait less than 5 minutes after arrival. At the end of the first
month, the KPI shows 84 percent of patients waited less than 5 minutes. The KPI gives the practice manager a quick way
to assess whether the practice is achieving its goal.

Suppose Greg manages a community health education center in Omaha. He sets targets for which classes will be
offered, when each new class will begin, and how many people will enroll in each class. Greg creates standards when he
organizes jobs and work, such as a standard of 24 hours to respond to a customer's inquiry. He sets staffing targets,
such as less than 10 percent employee turnover per year. Greg sets targets that are SMART: specific, measurable, achiev-
able, realistic, and time related.

Managers set standards and targets based on external and internal factors. External factors include accreditation
standards, licensure requirements, government regulations, and industry standards. The Joint Commission and the Mal-
colm Baldrige National Quality Award have criteria for quality in HCOs. Websites now publicly report data about HCOs’
prices, quality, outcomes, and other measures. Professional associations such as the Society for Human Resource Man-
agement provide benchmarks, which are standards of performance based on best practices. All these external sources of
data and information influence managers as they set their performance targets.

Managers also consider internal factors when setting expectations and targets. As noted earlier, an organization's
mission, goals, strategic plans, and implementation plans will identify essential standards and targets. Managers should
also think about available internal funds, leadership capabilities, and organization culture that influence goals and targets.
Recall from chapter 3 that the strategic planning process requires an HCO to identify its strengths and weaknesses. Man-
agers must consider these factors when making realistic targets (rather than wild guesses).

Stakeholders—both internal and external—influence managers as they set targets. Internally, if employees express
frequent complaints about parking, managers may set targets of adding 50 parking spaces by March 1 and increasing em-
ployees’ satisfaction with parking to g5 percent by March 15. Externally, when lenders set target dates for repayment of
loans, a physician-recruiting company must accept those targets. Managers should consider expectations of stakeholders
when setting performance targets.

After considering external and internal factors, managers set targets for the future. The targets are reflected in or-
ganization documents, such as strategic plans, budgets, staffing plans, job descriptions, policies, rules, inventory stock

levels, and Gantt charts.

TRY IT, APPLY IT





image8.png
Think of examples of controlling performance in your daily life. Do you control your use of time? Use of money? Aca-

demic performance? Performance in a sport or hobby? If so, describe how you control your performance. What other

control methods could you use? Discuss your ideas with your classmates.

CHECK IT OUT ONLINE

As part of control, managers use publicly available online data to compare their HCOs® performance with that of similar HCOs. Managers of
HCOs can use these data to find the “best” performance in their area and determine a reasonable target for next year. Hospital Compare
(www.medicare.gov/hospitalcompare/) is a national source of HCO clinical care performance data. Many states also provide comparative
performance data for hospitals, nursing homes, surgery centers, home care agencies, or physician practices. Florida Health Finder
(www.floridahealthfinder.gov) and Illinois Hospital Report Card (www.healthcarereportcard.illinois.gov) are two examples. Check it out online
and see what you discover.
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STEP 2: MEASURE ACTUAL PERFORMANCE AND COMPARE IT TO STANDARDS

The second step for control is to measure and compare actual performance to standard performance. Suppose Nina
manages a chronic pain clinic in Las Vegas. She had set a target of serving 25 patients per day at her clinic. Now she must
measure the actual number of clinic patients served per day and compare that number to 25 to determine if performance
was better than, worse than, or equal to the target. As a manager, you will be accountable for measuring performance in
your area of responsibility. You can't manage what you don't measure (as the chapter opening quote told us).

Where do all the data for measuring actual performance come from? If you take a job in an existing department or
program, some measurement systems will probably be in place (although you might want to update them). If you are
helping to start a new program or HCO, you will have to create systems to gather performance data.

Managers obtain data from inside their HCO. Some types of data capture may be centralized for the whole HCO,
such as for patient billing. Other types of data capture might be decentralized to individual departments, such as clinical
procedure completion times. Health and medical records, financial accounts, registration files, payroll records, and
inventory reports have useful data. Department records usually have operational statistics for the department's workload,
inputs, outputs, and activities to produce the outputs. Many data are automatically entered into extensive digital data-
bases and data warehouses that managers can search. More data are available through surveys, such as patient satis-
faction surveys and employee attitude surveys. These surveys might be quantitative, with check boxes and numerical rat-
ings (e.g., a scale of 1 to 5). Or, they might be qualitative, allowing for comments and explanations beyond a single num-
ber. Qualitative data also come from organized focus groups, customer interviews, informal conversations, observations,
town hall meetings, Snapchat messages, phone calls, and other feedback from stakeholders.

External data are also very useful. Managers can obtain these data from documents, digital reports, conversations,
licensure agency proceedings, accreditation surveys, government databases, customers, supply chain partners, and other
stakeholders and sources. Additional data may come from the many external databases found online (e.g., those men-
tioned earlier in the Check It Out Online box).

Managers should be thoughtful about which data they use for metrics and control. Many data are automatically
captured by computers, barcode scanners, and other devices and then moved to cloud storage. Automatic capture and
storage of massive amounts of data can create problems if too many metrics are reported for managers to sort through.
Too many data may overwhelm end users because time, effort, and resources are required to process, report, and inter-
pret data and metrics. Another concern is that data for some metrics might not be easily available because they are confi-
dential or hard to collect. Problems arise when frontline workers must frequently stop and record data. They may feel that
this task wastes their time and interferes with their “real” work. Accurate, valid, and reliable data are usually not free, so
managers must ensure that the value of the data exceeds the cost of accurately collecting and processing it. The number
of metrics used should be few enough that significant additional resources are not needed for data collection, pro-
cessing, and reporting. No more than 20 metrics should be used in a large HCO or multifacility system, and fewer are
needed in smaller organizations (Langabeer and Helton 2016). Measures should be useful, accurate, easily available, eas-
ily understood, and calculated the same way over time (Spath 2018).

Managers often use quantitative performance measures, such as counts, frequencies, percentages, ratios, averages,
and other metrics. These data can be presented in charts, graphs, tables, maps, and other data visualizations that help
managers see the main points. Examples are shown in exhibits 12.1 through 12.5. Some people say that every picture tells

a story. Every chart, graph, and exhibit also tells a story. What story do you think is told by each of these exhibits?
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Managers use a line graph (sometimes called a run chart) to show performance data trends, such as trends for cus-
tomers’ tweets (. ). Managers use a bar graph (sometimes called a bar chart) to show and compare performance
data, such as performance data for multiple patient care units ( ). Managers use a pie chart to show how all
performance data are divided into data categories—for example, how all patient complaints are divided into five cate-
gories of complaints ( ). Managers use a control chart to show actual performance data and trends—such as re-
jected claims—compared to performance standards. An upper control limit (UCL) and lower control limit (LCL), shown
in as thick gray lines, define the range within which performance is considered normal. Within this range, per-
formance can vary and still be considered normal (Spath 2018). A center mean line shown in as a dashed gray
center line is another standard for comparison. Managers use a tabular report (sometimes called a table of data) to show
performance data, such as patient satisfaction results, in a readable format ( ). Another example of a tabular re-
port is shown in of the Partners HealthCare case, which appears at the back of this book.

Many HCOs use scorecards and dashboards to report performance measures in a single report. These graphics
generally report performance for a specific period, such as a day, a month, or a year. They may show any number of mea-

sures (e.g., the ones found throughout this chapter), depending on which measures managers decide to include. The
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graphics can be easily produced and revised to show different measures selected by the managers at any level of an HCO.
Balanced scorecards were first developed in the 1990s to present a balanced view of an organization, rather than only a
financial view. The scorecards typically (but not always) include measures that strongly affect strategic goals in four cate-

gories:

1. Financial (e.g., revenue, return on investment)

2. Customer service (e.g., new customers, client satisfaction)

3. Internal business processes (e.g., inventory levels, production errors)

4.  Potential for growth and learning (e.g., new services, employee retention)

Some HCOs use more scorecard categories to focus on additional dimensions of performance. Managers can add
measures that are important and remove measures that have become less urgent. For example, at a new chiropractic
business that is barely paying its bills, managers could include “cash on hand” and “billed revenue” in the dashboard or
scorecard. After the business becomes more financially stable, they could remove those measures and replace them with

newer measures, such as “number of clients” and “employee satisfaction scores.”
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STEP 3: IMPROVE PERFORMANCE IF IT DOES NOT MEET STANDARDS

If the second control step shows performance does not meet expectations, managers must use the third control step—
improve performance. How? Managers can apply the tools, methods, principles, theories, and techniques described in
earlier chapters of this book to fix performance.

Managers can first reconsider the goals, targets, and standards and decide if they are still realistic. Maybe a law
changed or a new competitor emerged. Perhaps managers were far too optimistic in setting goals during the strategic
planning process. For a variety of reasons, managers might realize that a target should be changed. (Of course, man-
agers should not simply change the standard whenever performance does not meet the standard!)

If managers feel their standards should be maintained, then they must change the organization's structures, pro-
cesses, or both to achieve satisfactory performance. What are some possibilities? Think back to previous chapters. Man-
agers might have to adjust the job design, work design, organization design, decentralization, standardization, hori-
zontal coordination, organization culture, motivation techniques, training, staffing ratios, work schedules, rules, work
processes, performance appraisals, teams, project planning, or leadership styles. In the Here's What Happened at the
beginning of this chapter, we saw that Partners HealthCare made some of these changes. Review the For Your Toolbox
section at the end of each chapter and the defined terms throughout the chapters to think of other possibilities.

When you try to improve performance in an HCO, remember that it is a system of interrelated, interdependent

parts. That means if one part is changed, other parts will be affected and might also have to change for the system (or-
ganization) to perform well. If technological parts of a system are changed, then human processes also have to change.
For example, researchers studied HCOs’ early attempts to use healthcare information technology (IT) systems (Keller-
mann and Jones 2013). Why did actual performance initially not achieve the performance standards of these IT systems?
One common reason was that human work processes had not been changed to fit the new technology. For HCOs and
their new technological systems to reach performance targets, work processes had to be redesigned, workers had to be
trained in the new processes, and incentives had to be provided to motivate the workers to change.

Managers have plenty of possible adjustments that they could make. Which ones should they make? That depends
on the situation. It is a problem to be analyzed and solved. Managers can use three tools to analyze performance prob-
lems: a cause-and-effect diagram, a process map, and root-cause analysis. A cause-and-effect diagram (also called a fish-
bone diagram) can be used to identify possible causes of performance problems. Exhibit 12.6 is an example of a cause-
and-effect diagram. This tool can be used to dig down to factors that contribute to good performance or bad perfor-
mance. The performance (effect) is stated in the “fish head” on the right side of the diagram. The fish skeleton (cause) is
left of the fish head and leads to the head. In exhibit 12.6, the horizontal spine of the fish connects to four diagonal fish-
bones that represent four types of factors that might cause the problem (effect) in the fish head.
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The four main fishbones (categories of factors) are the

1. environment in which the work is performed,
2. equipment used to perform the work,

3. procedures done to perform the work, and
4. people who perform the work.

These four types of factors can be used to identify possible causes of performance problems. Managers can add other
fishbones if necessary for additional categories of factors.

Clinic staff can brainstorm possible factors in each of these four categories that might cause the performance prob-
lem. In , “Disorganized patient files” is a factor in the Procedures category that might cause the problem of
long clinic wait times. Staff could drill down to identify subfactors that might cause the disorganized files factor. Al-
though not shown in the exhibit, “Lack of staff training” could be a subfactor that causes the “Disorganized patient files”
factor, which in turn causes the problem of long clinic wait times. After the clinic staff has suggested possible factors
and subfactors, they use data to figure out which ones actually are causing the problem. Data and information gathered
in the second step of the control method can help them uncover the problem.

Another tool is the , which managers use to visualize work processes that create a product or service.
A is a set of tasks, activities, and steps performed sequentially to transform resource inputs into outputs and
thereby accomplish a specific outcome (Langabeer and Helton 2016, 76). A process map (also called a flowchart) is
shown in . This tool enables managers to identify, arrange, and analyze the flow of tasks, activities, and steps
required to complete a process and create an output, such as a medical image. Managers can use this tool to initially
plan a new work process or revise an existing process. Causes of process problems may be apparent. Steps that do not
add any value to the process may be found. Perhaps resource inputs, tasks, activities, and steps should be added, delet-
ed, combined, rearranged, or simplified to make the process easier, faster, less complicated, more accurate, less error
prone, more convenient, more efficient, less costly, or better in some other way. This is sometimes called process

engineering.
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To understand how to create a process map, study the following steps (McLaughlin and Olson 2017, 140-41):

Assemble and train a team of people who are involved in the process that will be mapped.
Determine the boundaries (beginning and end) of the process and level of detail wanted.
Brainstorm and then arrange in sequence the tasks and steps in the process at the desired level of detail; this

may be done with sticky notes on a table or wall.

Create a formal process map using appropriate symbols and digital drawing software.
Ask relevant people to review the chart; make changes as needed.
An interesting way to diagnose problems is to prepare a process map of how the work process was originally de-
signed and then compare it to a process map of how the work is actually being performed. Managers may discover that

workers are not following the proper process. Perhaps they are using shortcuts or work-arounds. These charts force
managers to think through work processes and how to improve them.

Managers may also apply root-cause analysis (RCA) as a tool to identify and correct the underlying cause(s) of a
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performance problem. RCA is a structured problem-solving technique to find and fix the ultimate cause of a problem
rather than the visible symptoms of the problem (McLaughlin and Olson 2017). It requires understanding what hap-
pened, why it happened, and how to prevent it from happening again. To do this, managers may repeatedly ask “Why?”

until the root cause of a problem has finally been found. Here is an example (McLaughlin and Olson 2017, 145-46):

1. A patient received the wrong medication.
o Why?
2. The doctor prescribed the wrong medication.
« Why?
3. Relevant information was missing from the patient's chart.
« Why?
4. The patient's most recent lab test results were not entered into the chart.
« Why?
5. The lab technician sent the results, but they were in transit.

The why questioning could keep going. Brainstorming, observation, surveys of customers and employees, and cause-
and-effect diagrams can also be used for RCA (Langabeer and Helton 2016). The main point: Dig deeply to find and fix

the underlying cause of a problem.
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QUALITY IMPROVEMENT PROGRAMS AND METHODOLOGIES

Thus far, this chapter has mostly focused on the three-step approach by which managers control performance in their or-
ganizations. This approach helps control quality and is often used in quality improvement (QI) programs. Organizations
have used various forms of QI for decades. We now examine three QI programs that are used in HCOs. Six Sigma and

Lean are both common; high reliability is becoming more common.
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SIX SIGMA

The Six Sigma quality management program strives to eliminate defective products and services by eliminating variation
in systems (McLaughlin and Olson 2017). Its performance standard is extremely high: no more than 3.4 defects, prob-
lems, or errors per 1,000,000 opportunities. This performance level is pursued by using the five-step DMAIC cycle for
improvement projects: define, measure, analyze, improve, and control. The DMAIC cycle takes basic methods from Dem-
ing's Plan-Do-Check-Act cycle of improvement, expands them to five steps, and applies them with greater rigor to reduce
variation and defects in business processes. The following list explains the five DMAIC steps used in Six Sigma (Dunn

2016; MclLaughlin and Olson 2017):

1. Define in measurable terms the quality problem that is to be solved or the quality process that is to be improved.
Identify what customers think are essential characteristics of quality and what their minimal performance stan-
dards are.

2. Measure the current performance of the process and how well it meets customers’ requirements. Gather detailed
data for inputs, processes, and outputs.

Analyze the data for causes of defects and problems. Use root-cause analysis to find true causes.

4. Improve defective processes discovered in the prior step. Select and implement improvements based on proba-
bility of successful implementation and resolution of the problems. Measure results until outcomes meet stan-
dards.

5. Control and maintain the improved process with continued monitoring, training, incentives, and structures as
needed.

Six Sigma was developed by Motorola in the 1980s and then refined and used with much success by General Elec-
tric. Today it is used in many companies and HCOs because of its proven effectiveness. Managers provide extensive
training to employees who work in teams applying Six Sigma to specific projects and processes. Employees may have
specific roles on teams, such as team leader, recorder, or facilitator. They may earn proficiency designations (e.g., yellow
belt, green belt, black belt) for competency in Six Sigma tools and methods including data collection, statistics, and
cause-and-effect diagrams. A Six Sigma team cycles through the five steps to continually improve processes, eliminate
process variation, reduce defects in products and services, and increase fulfillment of customers’ expectations
(Langabeer and Helton 2016).
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LEAN PRODUCTION

Lean production focuses on what is valuable to customers and designs work processes to produce value for customers
(McLaughlin and Olson 2017). This approach includes removing waste to increase efficiency, speed, and quality. After
waste is eliminated, more of the production time and activity adds value to the customer's service and experience. Man-
agers remove the following types of waste (which often occur in HCOs) because they do not add value for the customer

(Langabeer and Helton 2016, 92; McLaughlin and Olson 2017, 258):

. Wait time—when someone is waiting for someone or something to become available

. Transit time—when patients, workers, or equipment move somewhere else

. Idle time—when work is not being done because of system downtime or a planned break

. Transition time—when resources are cleaned after one patient and prepared for the next patient

. Overproduction—producing more than is needed, such as too many meals

. Overprocessing—extra processing and steps to accomplish a task, such as extra “clicks” and screen changes on a
computer or device

. Defects—production of parts or services that have to be redone or thrown away

. Inventory—supplies, materials, work-in-progress, and finished products that are stored for future use

. Unnecessary motion—motion that does not add value to the product or service

Lean tries to eliminate all waste by striving for continual improvement (known as kaizen). The kaizen approach re-
quires a change from “If it isn't broken, don't fix it” to “If it isn't broken, it can still be improved” (McLaughlin and Olson
2017, 276). A Lean organization keeps searching for—and finding—ways to improve its work processes to better serve
customers. Managers of all HCOs can try to do the same.

Lean closely examines processes and workflows (called value streams) that provide a service to a customer. Each
step of each value stream process—such as patient registration, insurance certification, patient transportation, and pa-
tient treatment—is analyzed using value stream mapping. This is a visual diagram of all steps in a process used to trans-
form inputs to outputs when creating a product or service for customers (McLaughlin and Olson 2017). Managers use
this Lean tool to find and eliminate wasted steps, wasted time, wasted supplies, wasted labor, and other waste that does
not add value to the customer. Exhibit 12.8 shows a value stream map for a birthing center. The Lean team that developed
the map over several weeks will use it to find and remove non-value-adding work while keeping the work that does add
value for customers. For example, healthcare processes often have much wait time (as most of us have experienced). The
value stream map identifies wait times in the birthing center. The Lean team will redesign the process where possible to

decrease long wait times.
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The value-added time in a patient's process (such as in ) is sometimes less than 5 percent of the total
time the patient spends to complete the process (McLaughlin and Olson 2017, 261)! Managers in Lean organizations im-
prove this by redesigning and standardizing how work is done (recall scientific management in ). The

sidebar provides an interesting example of redesigning work processes at a US Department

of Veterans Affairs (VA) health center. As a manager of an HCO, you will have many opportunities to improve processes
to improve the patient experience.

Lean is more than a set of tools and methods (Barnas 2018). To really work, Lean must be a systematic approach to
management. The organization's vision, purpose, goals, and strategies must first provide a clear, guiding North Star for
Lean change and improvement. Transformational leadership and humble leadership will help. The Lean management sys-

tem and philosophy must be fully embraced. Then the HCO can actually start using Lean tools and methods.

ING CHAPTER 12 IN THE RE

The Greenville VA Health Care Center in North Carolina used Lean to redesign work processes and produce more value

for customers by removing waste and increasing efficiency, speed, and quality. Staff applied Lean in a population health
program for veterans with hypertension. Before Lean, the steps to perform blood pressure (BP) checks varied. The vari-
ability resulted in inaccurate measurements, wasted time, and extra work because BP checks had to be redone. Lean
principles standardized the steps to perform BP checks, thereby eliminating the variability, wasted time, and repeat
work. Do it right the first time! A second problem before the Lean redesign was that some patients, after seeing a physi-
cian, then needed an appointment with a clinical pharmacist. This appointment often had to be scheduled on a later
day, which caused extra travel, more wait time, and delayed care. After the Lean redesign, an interdisciplinary team
(nurse, primary care provider, and clinical pharmacist) now provides patient-centered care with all required services in
one appointment. This new process improves care and reduces wasted time. Lean redesign used cultural competence

to redesign care so it fit military veterans’ preferences for group appointments. A successful pilot project involving 20

iatients is now beini exianded to serve more than ioo iatients ier iear Forte 2018
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HIGH RELIABILITY
The Agency for Healthcare Research and Quality (AHRQ) defines high-reliability organizations (HROs) as “organizations
that operate in complex, high-hazard domains for extended periods without serious accidents or catastrophic failures”
(AHRQ 2018). One example is a military aircraft carrier that has aircrafts taking off and landing once a minute amid con-
tinually changing and risky, uncertain conditions.

Becoming an HRO involves creating a mind-set. In an HRO, everyone is always on high alert to anticipate prob-
lems, detect them early (e.g., a strange smell), and respond quickly before a small problem becomes a big problem (e.g.,
a raging fire). This mind-set is a continual way of thinking and behaving while working, rather than a project that begins

and ends. An HRO has five essential characteristics (AHRQ 2018; Federico 2018):

1. Preoccupation with failure. People in HROs think about potential failure, realizing that new threats can occur unex-
pectedly anytime, anywhere. They are highly attuned to small signs of danger. A lack of mistakes leads to intense
concern about the imminent next one.

2. Reluctance to simplify. People in HROs do not simplify or shortcut their understanding of work processes and why
things may (or did) fail. They go beyond shallow surface explanations and dig more deeply because work is com-
plex. RCA is applied. Reflective thinking and continuous learning are used.

3. Sensitivity to operations. People in HROs stay very aware of work conditions and any variance from what is ex-
pected. This situation awareness means people develop an understanding of their current work in relation to the
bigger picture and what is going on around them. They are sensitive to how a process change can affect other
processes.

4. Deference to expertise. People in HROs believe those who are closest to a work process know the most about it. In
an emergency, a person of low status or less seniority may know the most about the situation. Deference is given
to local expertise rather than hierarchical authority. Everyone is expected to share concerns with others, and the
organization climate encourages speaking about potential safety problems.

5. Commitment to resilience. People in HROs practice assessing and responding to risky challenges. They develop
skill in quickly identifying potential safety threats and responding before harm occurs. They feel empowered and
safe to speak up about risks and problems.

The high-reliability approach to safety performance is not yet common in healthcare (Federico 2018). Some large
hospitals and healthcare systems, such as Johns Hopkins Medicine in Maryland, have been implementing it to improve
patient safety and avoid medical errors. Others are considering it. However, before trying to implement the five charac-
teristics of high-reliability thinking, hospitals should first ensure leaders are committed to pursuing zero harm and cre-
ating a strong culture of safety and process improvement (AHRQ 2018). Ascension, a large healthcare system that oper-
ates in 24 states, committed in 2011 to become a high-reliability organization. In its evolution toward high reliability,

Ascension has realized several key points (Hendrich and Haydar 2017):

. “Healthcare leaders at all levels must be adamant in creating a safe environment for care.”

. “Complacency lurks around every corner” and must be overcome.

. “Capital and operating budgets challenge even the willing,” yet funds and resources for safety must be made
available.

. “Patients are persons: Disclosure is the right thing to do” when safety fails.

. “Safety is not an initiative” or a program; it is a transformation of the organization's culture that influences out-
comes.

Today, “the U.S. healthcare system is realizing how critical the HRO model is...for healthcare institutions to prevent pa-
tient harm” (Buell 2018, 24). Future healthcare managers should learn more about this approach as they prepare for their

careers.
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CONTROLLING PEOPLE

Earlier in this chapter we learned that performance problems are usually caused by the system a person works in, rather
than by the person. We have studied how to improve systems, structures, and processes to improve performance. Yet
controlling and improving performance does involve people, so let's now think about controlling people. Which tools
and methods can you think of from previous chapters to control human behavior? Leadership, supervision, job de-
scriptions, motivation, performance appraisals, progressive discipline, training, power, authority, rewards, punish-
ments, culture, values, and rules. Excellent—you thought of many useful tools!

Managers use these tools to appropriately control people to help control organization performance. We know
people are not all alike, so what works for Miraya might not work for Tony. What works for baby boomers might not
work well for Generation Z. Professional workers may expect more self-control and peer control than authoritarian con-
trol of their performance. In general, organizations have been changing to rely more on organization culture and values
and less on bureaucratic rules and supervision to guide employees’ performance (Daft 2016). When employees strong-
ly embrace organization values, their performance is controlled more by those values and less by managerial authority
and supervision.

Another important trend is the increased use of evidence, data, analytics, benchmarks, and monitoring systems

to help people know their current performance—often in great detail and frequency. This was noted in chapter 8 in con-

nection with performance appraisals. Even physicians who have historically relied on their own professional judgment
are now using these tools and analytics to improve their performance.

Finally, for managers to successfully control their HCOs, they must control themselves and their own perfor-
mance. This book has offered some ideas for improving one's performance. We will address this topic more fully in
chapter 15 on professionalism. As a manager, you should continually strive to improve your own performance so that

you can contribute more to your HCO, serve as a role model, and manage others effectively.

ONE MORE TIME

Managers at all levels of an HCO must control the performance of their work units, departments, and entire organi-

zation. They control performance by following a three-step process: (1) set performance standards, (2) measure actual
performance and compare it to the standards, and (3) improve performance if it does not meet the standards. This ap-
proach is used to control many dimensions of performance, such as patient experience, costs, diversity, value, produc-
tivity, quality, satisfaction, health status, and dozens of others. Managers should pay attention to structure measures,
process measures, and outcome measures of performance. Outcome measures have become more important, yet all
measures matter because structures and processes create the outcomes. Internal and external information is used to
set standards and targets that are SMART: specific, measurable, achievable, realistic, and time related.

Managers collect, analyze, and display data to compare actual performance to target performance. This requires
effective data collection systems and data visualization methods. If performance does not reach targets, managers can
use cause-and-effect diagrams, process maps, root-cause analysis, and other tools to analyze problems and develop
solutions. Managers of HCOs use Six Sigma, Lean, and high-reliability approaches to control and improve perfor-

mance in HCOs. They also apply the tools and techniques studied throughout this book.

FOR YOUR TOOLBOX

+  Three control steps

«  Structure, process, and outcome measures

+ Standards, targets, and key performance indicators
« Line graph (run chart)

+  Bargraph (bar chart)
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+  Piechart

+  Control chart

«  Tabular report (table of data)
+ Cause-and-effect diagram

+  Process map (flowchart)

+  Root-cause analysis

« Six Sigma

+ DMAIC cycle

+  Lean production

+  Value stream mapping

«+  High-reliability organization

FOR DISCUSSION

1. What are some types of performance that a manager would have to control for a home health care agency? A health
insurance company? A primary care clinic? An outpatient surgery facility? A mental health counseling center? A
medical supply store?

2. Describe the three-step approach that managers use for control. Which step do you think would be the most diffi-
cult? What could you do to make that step easier?

manager can show in a line graph, bar chart, pie chart, and control chart.

|

s for performance improvement.

5. How can a manager control employees so that their HCO achieves its performance targets?

CAS

DY QUESTIONS

These questions refer to the Integrative Case Studies at the back of this book.

1. Hospice Goes Hollywood case: What do you think are Hollywood Hospice's performance goals in this case?
Which performance metrics would be useful for this HCO? Suggest performance targets for Hollywood Hospice.
Describe the kinds of data managers should collect to analyze performance. Which charts or graphs from this

chapter would you use to visually present performance data to the hospice's leaders?

e Vandalia Care's performance

goals in this case? erformance metrics would be useful for Vandalia? Suggest performance targets for the
ACO. Describe the kinds of data the ACO should collect to analyze performance. Which charts or graphs from this
chapter would you use to visually present performance data to the ACO's leaders?

3. Increasing the Focus on Patient Safety at First Medical Center case: What do you think are FMC's performance
goals in this case? Which performance metrics (departmental and centralized) do you think are needed? Suggest
performance targets for the HCO. Describe the kinds of data the HCO should collect to analyze performance.
Which charts or graphs from this chapter would you use to visually present performance data to FMC's leaders?

4. Managing the Patient Experience case: Identify and describe performance improvement terms, concepts, tools,

and methods from chapter 12 that are evident in this case.
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CHAPTER 12

CONTROLLING AND IMPROVING PERFORMANCE

You can't manage what you don't measure.

Common management expression

LEARNING OBJECTIVES
Studying this chapter will help you to

« define and describe control;

« identify types of performance that managers must control;

« explain how managers control performance using a three-step approach;
« describe control tools and techniques, including data visualization; and

«+ understand how Six Sigma, Lean, and high reliability are used for performance improvement.

HERE'S WHAT HAPPENED
Managers measured the performance of Partners HealthCare and realized not all expectations were met. Some as-
pects of performance did not compare well to standards and target performance levels. At Faulkner Hospital (part
of the Partners health system), 27 percent of discharged heart failure patients had to be readmitted within 30 days.
That outcome was worse than the national rate. Managers saw a need to improve the quality of patient care for heart
failure. They redesigned the patient care process for treating heart failure and then continued to measure outcomes.
The redesign used telehealth to enable Partners’ staff to monitor heart patients at home after discharge from the
hospital. Also in the redesigned process, staff taught patients self-care for their heart problems so they could stay
healthy. After changing the structure and process of care, managers continued to measure readmission rates. They
also measured other aspects of performance, such as the percent of patients who learned more about heart failure,
the percent who were able to gain control over their heart failure, and the percent who were confident they could
independently manage their heart failure. Results showed a 51 percent decrease in heart failure readmissions, high

patient satisfaction, and $8,155 net savings per patient because of reduced readmissions.
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As seen in the preceding Here's What Happened, managers must control their organization's performance. Partners’
managers realized some performance was “out of control” when they compared actual results to planned results. So
they made changes to improve performance, continued to measure the results, and brought performance “in control.”
How do managers control and improve performance? This chapter explains how. It begins by defining and de-
scribing the management control function. Controlling and improving performance is the fifth and final management
function (as we learned in chapter 2), and it interacts with the other four functions. Four of the ten managerial roles

identified by Henry Mintzberg (described in chapter 2) involve controlling: the roles of monitor, entrepreneur, distur-

bance handler, and resource allocator. Next, the chapter discusses types of performance that managers must control in
healthcare organizations (HCOs). Managers can do this by using the three-step control method and control tools and
techniques that are described. Sources of data and examples of data visualization are presented. The chapter finishes
with explanations of Six Sigma, Lean, and high reliability approaches to performance improvement in HCOs. Exhibits
show tools, graphs, and diagrams that managers use to visually understand and improve work processes and perfor-

mance. This chapter will help you prepare for operations management work, which some students choose for careers.
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WHAT IS CONTROL?

Recall from chapter 2 that managers control performance by comparing actual performance to preset standards and mak-

ing corrective adjustments if needed to meet those standards (Dunn 2016). Thus, managers do three things to control

performance:

1. Set performance standards.
2. Measure actual performance and compare it to the standards.
3. Improve performance if it does not meet the standards.

What are some examples of control? A thermostat is a mechanical device that controls the performance of a heat-
ing and cooling system to achieve a preset, expected temperature. It measures one dimension of performance: temper-
ature. Often, we are interested in several dimensions of performance, such as when we drive and control a car. The car
measures its speed, fuel consumption, engine temperature, and other dimensions of performance. Drivers measure com-
fort and other dimensions. We compare the actual speed measurements to speed standards posted on signs, and we ad-
just the car's performance if necessary. We steer the car so that it performs according to the standards on Google Maps.
All these actions enable us to control multiple dimensions of performance to accomplish our goals of getting to our
destination safely, on time, and without a speeding ticket. The driving example involves both mechanical and human con-
trol systems.

Organizations are not machines. They are composed of people, which makes control more challenging. Fortu-
nately, effective methods are available that managers can use to control their organizations. Although managers do not
use a steering wheel, they do use management tools to steer their HCOs. What have you already learned from this book
that you could use to steer performance in an HCO? Try to list at least five tools. We next examine dimensions of control

in HCOs.
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CONTROL IN HEALTHCARE ORGANIZATIONS

HCOs have lagged behind other industries in controlling and improving their performance (McLaughlin and Olson
2017). However, forces in HCOs’ external environments—especially those pertaining to healthcare financing, reim-
bursement, and payment—have led HCOs to do more to control performance. Recall that chapter 1 reported trends for
payment based on value rather than volume of care. As a result, HCOs are adapting to pay-for-performance models
based on standards of quality, patient experience, coordinated care, outcomes of care, cost of care, and other expec-
tations.

What other aspects of performance do you think HCOs must control? Name an HCO, and then list a few dimen-
sions of performance you think it should control. One way to think about this is by using the stakeholder approach (stud-
ied in chapter 1). For example, patients often expect convenient scheduling of appointments, short wait times when they
arrive for appointments, and accurate diagnosis and treatment. Employees often expect fair compensation, reasonable
workloads and schedules, and respect from their managers. What are the performance expectations and standards of
vendors, accreditors, the state health department, and other stakeholders?

The structure/process/outcome approach is another way to think about types of performance HCOs must control.
These three performance dimensions were developed by Avedis Donabedian (1966, 1988) primarily for medical care.
They were later extended to other kinds of work. Managers should realize that structures and processes strongly affect

outcomes. Thus, to improve outcomes, managers should improve structures and processes.

. Structure measures: These measures include available resources, staff, equipment, competencies, inputs, facil-
ities, and characteristics of the HCO. They reflect how the organization is (or was) set up. The rehabilitation
facility is accredited; the community health center included three health coaches, one nutritionist, and one
behavioral health counselor; the medical group has an electronic health records system; and the public health
department had two health inspectors.

. Process measures: These measures include what work is done, how it is done, and which activities are involved.
They reflect the HCO in action after someone presses the “on” button. The outpatient surgery center verifies
insurance information for its patients, the hospital made 17 medication errors, and telehealth remotely monitors
blood pressure readings of rural patients.

. Outcome measures: These measures include what happens (or happened) as a result of the structures and pro-
cesses. They reflect the results and effects. The physician group achieved 5 percent growth in pediatric market
share, go percent of cardiac rehabilitation patients are able to work, and 12 percent of the hospital's patients
were readmitted within 30 days. Partners HealthCare examined several outcome measures in the opening Here's
What Happened.

As we learned in chapter 1, stakeholders have begun actively holding HCOs accountable for better value (an out-
come). If performance outcomes do not meet performance standards, what should managers do? According to Donabe-
dian's research, managers should change structures, processes, or both.

To control the performance of an entire HCO, managers must control the structure, process, and outcome perfor-
mance of individual parts of the HCO. These parts include departments (e.g., laboratory), work units (e.g., micro-
biology), shifts (e.g., second shift), and workers (e.g., lab techs). Managers must also control how the many parts work
together (the coordination studied in chapter 5) because organizations are systems of interrelated parts. Today's man-
agement tip: Quality problems are often caused by the system rather than by a person. Quality expert W. Edwards Dem-
ing believed that only about 15 percent of quality problems were caused by faulty workers, whereas the other 85 percent
were caused by faulty systems, processes, and management (Warren 2014). Managers in HCOs are therefore adjusting
how they manage their organization and how they try to improve quality. For example, many HCOs are using scripts
(structures) to carefully control staff interactions (processes) with patients, families, and others, in order to improve pa-
tient experience (outcomes). UCLA Health has scripted standardized tasks and behaviors that all employees must per-

form when interacting with patients (UCLA Health 2018):
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With everyone on every encounter, we commit to:

Connect with Compassion by addressing the patients as Mr./Ms. or by the name that they prefer.

Introduce yourself with Integrity by stating your name and your role.

Communicate with Teamwork what you are going to do, how long it is going to take, and how it will impact the pa-
tient.

Ask with Discovery by anticipating the patient needs, questions, or concerns.

Respond with Respect to patient questions or requests with immediacy.

Exit with Excellence by ensuring all of the patient's needs are met.
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A THREE-STEP CONTROL METHOD
Recall the three steps used to control performance mentioned earlier in this chapter. The next few sections explain the

steps in depth with examples for HCOs. By following these steps, you will be better prepared to control performance:

1. Set performance standards.
2. Measure actual performance and compare it to the standards.
3. Improve performance if it does not meet the standards.

These steps should be viewed as a continual cycle.




