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Introduction

The numbers don't lie: Healthcare providers who
earn high marks for the caliber of their
corporate and departmental culture also rank
highest on overall performance outcomes and
financial success. Until now, it was very difficult
for an organization to determine where it stacked
up against others in the industry on these
indicators. Thanks to new research, however,
nationwide percentile rankings of cultural
performance with employee satisfaction,
organizational loyalty and professional engagement
measures are now available for the healthcare

industry.

As if regulatory challenges, labor shortages, and
shrinking operating margins weren’t enough, many
healthcare organizations have to deal with
dissatisfied employees, low morale and high
turnover. The burning questions on everyone’s

mind are:

»  What specifically differentiates
performance?

»  Why do healthcare organizations that
appear to be similar in most respects
generate dramatically different results?

» What is it that causes some employees to
go way beyond the call of duty and others to

become disenfranchised?

To answer these questions, Healthcare
Performance Solutions and Success Profiles

completed a groundbreaking study of the

healthcare industry. The focus was to illustrate
the common cause and effect relationships
between business practices, cultural health,
patient experiences and financial success.
Contributing to the research over a five year period
were approximately 500 healthcare organizations
and over 200,000 health care professionals. The
three main cultural outcome Indicators or measures
that were studied included: job satisfaction,
organizational loyalty, and degree of professional

engagement.

Research Approach and Focus

The study examined virtually every healthcare
business model available in the United States that
falls under the umbrella of an integrated healthcare
system. Included were both business practices
assessments and an objective analysis of outcome
indicators. The meta-model framework developed
revealed a very clear chain of cause and effect

relationships:

Hospitals with the best business practices (in
particular, leadership and operational effectiveness)
had the best workplace culture (i.e., employee
satisfaction, loyalty, engagement and retention).
Hospitals with the best workplace cultures had the
highest patient satisfaction/loyalty scores

In turn, hospitals with the highest patient
satisfaction/loyalty scores were financially more
successful than the average hospital and exhibited

the best community stewardship.

The diagram on the next page illustrates the value

equation model for the healthcare industry and it
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serves as the cause — effect performance
framework for Success Profiles’ measurement
research. The business practice performance
drivers on the left hand side of the model were
found to contribute most to the overall outcome
indicators on the right hand side of the
equation. Quite simply, when we “begin with the
end in mind,” exceptional community stewardship is
achieved with the best financial resources/results;
where service excellence and clinical quality
produce the best patient experience; where
stakeholder attitudes about job satisfaction,
organizational loyalty and professional engagement
produce the best workplace; where leadership,
performance management and effective business
processes produce the overall best business

practices.

Objective outcome indicators of performance

included data gathering on patient satisfaction,
measures of performance to budget, productivity
measures, employee turnover and clinical safety
and quality. Data were then gathered into various
indices for comparison with other healthcare
organizations using both top-down, bottom-up and

longitudinal analyses of performance.

The research also sought to “quantify” the health of
the overall culture at both the organization-wide
level and the specific department/function level.
The creation of select normative databases of
performance were sorted by department/function,
job category and leadership position. Comparative
analysis and percentile rankings of business
practice performance are now possible for:
departments (Radiology, Pediatrics, ICU,
Pharmacy etc); also between employment groups
(RNs, Physicians, Therapists etc.); and by
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Diagram 1: Success Profiles Meta-Model for Performance Measurement and Comparative Analysis




leadership position (executives, directors,
managers, supervisors and staff). The normative
databases and percentile rankings help healthcare
leaders determine their relative performance
compared to industry rankings/averages and within

departments in their healthcare system.

Overall Outcomes Linking Cause and
Effect Relationships

Overall, the study found (through regression
analysis) that there are three “macro” drivers of
performance that contribute most to a satisfied,
loyal, and engaged workforce. The dimensions
include five items in the following three categories:

Confidence in, and performance of
executive leadership

Front-line manager capability and
performance

The degree of patient focus within the

organization

There were also ten “at large” drivers: reward and
recognition, fairness, respect, teamwork,
motivation, delegation, process effectiveness,
quality focus, and work-life balance. These results
were not surprising, given the common hierarchical
departmental structures observed in healthcare, the
degree to which front-line managers impact an
employee’s performance, and how leaders
influence the perception of the world in which they

work.

For a complete list of the assessment items, please

visit:

http://www.healthcareps.com/site/healthcare key

metrics_intro.html

Observations, Evidence, and Outcomes

With a closer examination of the business practices
items, the research was also able to determine the
overall (side-by-side) effectiveness of executives,
directors and front-line managers using a unique
tool referred to as the “Eye Chart.” (See Diagram 2
below)

“Eye Charts” are a unique way for an organization
to evaluate and “quantify” the attribute
effectiveness of manager/leader performance. The
chart above illustrates the relative departmental
cultures within an organization side-by-side with
other departments within a specific hospital or
healthcare system.

With this reporting format, we can also compare
specific service line performance to national
performance levels for all healthcare
leaders/managers. Finally, the departments
sorted in the red zone (bottom quartile -
ineffective “D” level leadership performance)
are typically 22.5% less productive than the
average and the departments sorted in the green
zone (top quartile - highly effective “A” level
leadership performance) are typically 22.5% more
productive than average. To view additional Eye
Chart samples, go to:

http://www.healthcareps.com/site/healthcare resou

rce_center.html
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Creating Actionable Knowledge
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Creating Actionabie Knowledge

Diagram 2: Differentiating leadership and departmental performance with quartile rankings

Performance Differentiation by Quartile
Ranking

The Business Practices assessments and
leadership effectiveness analysis, summarizing the
performance of 50 healthcare organizations, with
2,798 front-line managers/directors and 61,734
staff responses are illustrated on the following

pages:

> Relationship between front-line manager
performance and the “Trifecta” index (pg. 6)

> Relationship between the “Trifecta” index
and the business practices leadership

effectiveness index (pg. 7)

Relationship between the Leadership
Index and the Grand Mean score (p.8)
Relationship between front-line manager
capability and employee retention (pg. 9)
Relationship between voluntary employee
turnover and front-line leadership
performance (pg. 10)

Relationship between front-line leadership
performance and patient satisfaction
(pg.11)

Relationship between front-line manager

performance and budget targets (pg.12)
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Relationship between Front-Line
Manager Performance and the Trifecta
Index

The chart below illustrates the consistent pattern of
quartile differentiation with employee survey scores
that reflect job satisfaction (I am satisfied with my
job), organizational loyalty (I am willing to
recommend my organization to friends as a great
place to work), and professional engagement (|
see my profession in a positive light and encourage
others to consider it as a career). The quartile

sorting of performance by the Managers (“A, B, C,

D”) is determined by an index score of five survey

items that demonstrate a high reliability of

leadership performance. These three items are

combined to produce a “Trifecta Index” of overall

engagement.

Ineffective front-line leadership
contributes to lower job
satisfaction, loyalty, and

professional engagement

BPA Data: Satisfaction, Loyalty & Engagement r!.":m
50 Organizations, 2,798 Managers/Directors and 61,734 Responses
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Ereating Actionable Knowledge

Chart 1: Relationship between front-line manager performance and job satisfaction, organizational
loyalty, and professional engagement (referred to as the “Trifecta” index)
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Relationship between the “Trifecta” hand side of the chart. The poor performing
Index and the Business Practices leaders appear to have a negative impact on the

Leadership-Effectiveness Index “Trifecta Index” (appearing to drag down the
scores) whereas the high performing leaders seem

. . ) to “lift up” the overall engagement index. This
The chart below illustrates the relationship between
. ., makes “common sense” and it’s interesting to note
the “Trifecta Index” of overall engagement and the
- o ) that the same pattern repeats itself in the data
specific leadership index scores of front line
) . compiled from all individual healthcare
managers (sorted by quartile). Notice the
. . organizations/campuses. Our data reinforces the
performance score gaps between the ineffective
. concept that good leadership creates engagement
leaders on the left hand side of the chart and
. . . and poor leadership impairs it.
the highly effective leaders on the upper right

{3 : 29 .
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Success Profiles Inc. Research, 1992-2007 SM
Creating Actionable Knowledge

Chart 2: The relationship between the “Trifecta” index and the business practices leadership-

effectiveness index (as evaluated by bottom up measurement from the staff)
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Relationship between the Leadership
Index and the Grand Mean Score

The chart below illustrates the relationship between
the Leadership index (weighted average on the
proven attributes) and the Grand Mean score for all
28 business practices items. Once again, the
pattern is consistent: the average top-quartile
(”A” performance leaders) have higher scores
than the overall Grand Mean. Also, note that the
lowest quartile managers (“D” performers) have

index scores below the Grand Mean.

The performance pattern is
consistent: the average top quartile
("A” performance leaders) have
significantly higher scores than the
overall Grand Mean.

olutions

BPA Data: Leadership Index and Grand Mean Score ﬁ“ﬁ.
50 Organizations, 2,798 Managers/Directors and 61,734 Responses
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Creating Actionable Knowledge

Chart 3: The relationship between the business practices leadership effectiveness index (as evaluate
by bottom up measurement from the staff) and the grand mean assessment score (weighted average

of all 28 business practices items).
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Relationship between Front-Line
Management Capability and Employee
Retention

The chart below illustrates the relationship between
employee evaluations of their front line manager
and their willingness to stay employed with their
organization. The patterns are consistent and
parallel. When front-line managers are respected

and effective, employees tend to want to stay with

their organization for longer periods of time. If the
front -line manager is ineffective, the staff is
less willing to stay with their employer for any
real length of time. It is also possible to
project/estimate the future human capital
replacement cost and staffing level requirements
for any given organization, when data is compiled

in this manner.
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Chart 4: The relationship between front-line management capability and employee retention

(willingness to stay).
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Relationship between Voluntary
Employee Turnover and Front-Line
Leadership Performance

The chart below illustrates the “straight line” In this case study, ineffective
relationship between front-line leadership bottom-quartile front-line managers
performance (as evaluated by staff) and voluntary experience up to 300% more

voluntary turnover of staff when
compared to highly effective, top-
quartile front-line managers.

turnover within one healthcare system. In this
case study, ineffective, bottom-quartile front-
line managers experience up to 300% more

voluntary turnover of staff when compared to

highly effective, top-quartile front-line
managers. (Participants: 161 departments within a

four campus system.)

ABC Health System Comparison of Voluntary Turnover
(161 departments) sorted by front-line leadership capability
("A, B, C, and D" performance ratings)
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10.0% W%

8.0% \

Voluntary Turnover

6.0%
@ 569
4.0% T T T
Average D Average C Average B Average A
Department Department Department Department

Chart 5: The relationship between voluntary employee turnover and leadership performance (sorted

by quartile rating).
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Relationship between Front-Line would equate to an approximate 27 point rise in
Leadership Performance and Patient overall percentile rank.
Satisfaction

The chart below illustrates the relationship between )
Between the poor performing

departments (“D” bottom quartile)

and the high performing (“A” top
quartile) there is a three point

performing departments (“D” bottom quartile) positive differential in raw scores

and the high performing (“A” top quartile) there on overall inpatient satisfaction.
is a three point positive differential in raw

front-line leadership performance (as evaluated by
staff) and patient satisfaction (raw scores) within

one healthcare system. Between the poor

scores on overall inpatient satisfaction. This

ABC Health System Comparison of Patient Satisfaction
(161 departments) sorted by front-line leadership capability
("A, B, C, and D" performance ratings)
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Chart 6: The relationship between patient satisfaction and front line leadership performance (sorted

by quartile rating).
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Relationship between Front-Line
Manager Performance and Budget

Targets

The chart below illustrates the relationship between
front-line leadership performance (as evaluated by
staff) and performance to expected budget targets.
The average ineffective performing front-line
mangers (“D departments) missed budget

projections by an average of (8.3%). Somewhat

effective front-line managers (“C” departments)
missed budget targets by (5.7%). Effective front-
line managers (“B” Departments) missed budget
targets by less than (.4%). Highly effective front-
line managers (“A” Departments) managed exactly

to projected budget targets — on average.
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Average “B”
Manager

“B” & “A” Managers
meeting budget targets
projected vs. actual

Chart 7: The relationship between front-line manager performance and ability to manage to

‘projected budget targets (sorted by quartile rating).
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Summary of Findings

With the study of 50 healthcare systems, 2,798
front-line managers/directors and with a combined
feedback from 61,734 employees, the evidence is
clear: Leadership capability at the front-line
level influences overall performance more than
any other contributing factor. The quartile
rankings of leadership capability showed positive
correlations with:

Job Satisfaction
Organizational Loyalty
Professional Engagement

YV V V V

Overall Grand Mean Survey scores (28 key
performance items)

Willingness to continue employment
Voluntary Turnover

Patient Satisfaction

Performance to projected budget
Employee productivity

vV V V V V VYV

Financial success (profitability)

Our present findings demonstrate the impact
leadership capability has on the 10 performance
indicators listed above. As our research evolves,
we will compile additional comprehensive data on
clinical quality and safety. Itis very likely that our
future findings will identify a strong correlation
between leadership capability and these patient
outcomes as well. Such correlation, once
established, will make leadership capability become
an even more critical performance factor than it is
today because people’s lives and not just finances
will be at stake. Stay tuned.

Research Implications and

Recommendations

With the unprecedented challenges facing the
healthcare industry today, top executives can no
longer afford to tolerate low-performing managers
and departments. There is simply too much at
stake. You must be willing to face the hard
truths or your organization’s performance may
spiral downward at an accelerating rate. Here
are some of our recommendations for improving
the performance of your healthcare organization:

First, recognize the importance of measuring and
managing performance, one department at a time.

Second, stop trying to “change people.” When an
employee or leader is a poor fit for the
organization’s culture, you must have the courage
to make tough decisions about that employee’s
future.

Third, find the right seat on the bus for your leaders
and appoint front-line managers based on
leadership capability that is appropriate for the
department’s relative degree of difficulty (DoD).
Don’t hire or appoint managers using leadership
potential or tenure as selection criteria.

Fourth, senior management and the Boards of
Directors must go beyond basic levels of
accountability and take the appropriate actions that
will create “mini” departmental cultures of
responsibility, ownership, and high performance.

And finally, since “culture” and leadership
capability are so important to performance
outcomes, everyone must see the value in a
creating a more transparent, high-performance
culture with mature and sophisticated business
practices.
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Tom Olivo is the President of Success Profiles
and a founding partner of Healthcare
Performance Solutions. Tom has worked in a
multitude of industries with hundreds of “C-Suite”
executives, emphasizing the importance of
uncompromising performance standards consistent
with best business practices. Tom is the co-author
of the best-selling book Impending Crisis: Too
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About Success Profiles, Inc.

Success Profiles, Inc. is the performance-
measurement and research arm of HPS. As a
consulting firm it specializes in performance
measurement and management. Established in
1991, the firm has worked in virtually every industry
(6,000+ business units). The goal of our service
offering is to create, measure, and manage
"actionable knowledge." Our current industry focus
is healthcare where we have compiled performance

data on over 500 healthcare organizations.

About Healthcare Performance

Solutions

Healthcare Performance Solutions (HPS) is a
consulting and advisory services firm that helps
healthcare organizations achieve significant
improvements in clinical, operational, and financial

performance. Established in 2002, our group has

worked in over 100 hospital systems and has
delivered significant increases in employee
engagement, employee productivity, and the net

operating margin.

Measurement Services

» Employee Survey/Business Practices
Assessment

Eye Chart Report from Your Data
Integrated Performance Measurement
Physician Engagement Assessment
Performance and Talent Management

Employer of Choice Award

YV V V V V V

Keynote Speeches, Onsite Seminars, and

Retreats

Contact Us

To ask a question, get more information, or request

a proposal, please call (877) 582-8884 or visit:

www.healthcareps.com

www.successprofiles.com

Free Online Presentation by Tom Olivo

Nothing gets the point across like a live
presentation. Contact us now to schedule a free
online presentation of our latest research findings
and performance-improvement best practices.

(Designed for HR and “C-Suite” level executives.)
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