Published in the
April 2004 issue of
S0 Executive Insights
Financial Resource Group, LLC

How Hospitals Can Improve Performance Through the Use of Dashboards

By: Matt J. Nelson

One of the most complicated businesses to run today is a healthcare organization. And
they are getting more difficult to manage every day. Executive leadership is continually
faced with the challenge of doing more with less. A healthcare organization’s staff is
responsible for keeping track of hundreds of projects, initiatives, regulations, clinical
outcomes, policies and procedures. The need to keep track of all of these factors has
resulted in a huge increase in the amount of data generated on a daily basis from a wide
assortment of sources. But even with all of the data available, it is easy for managers to
lose their focus on what is important and fail to keep their strategic thinking in alignment

with the long-term goals of the organization.

A few well-chosen measurements (or key performance indicators) displayed in the format
of an executive dashboard can be a powerful tool to keep everyone focused on the
important issues and strategies that the hospital is striving to achieve. The measures are
graphically displayed in an “at-a-glance” format that facilitates easy review and
identification of which areas are doing fine and which areas need additional
improvement. Indicators can include such items as financial viability, clinical outcomes,
patient safety, quality of care, marketing and development, internal business procedures,

and employee, patient and physician satisfaction.

Measurement is a way of driving improvement by providing a means of accountability to
all areas of the organization. But there are several key factors to consider in developing
measures that work:

O The measures must extend throughout the whole organization

U The measures must tie into the overall strategic plan of the organization

O There must be consensus on which measures to use and how to use them



U The measures should be based on both internal and external factors
U The measures should empower employees, not stifle them
O Review of the measures should be systematic, both for management and board

of directors

The measures must encompass each entity in a healthcare system including acute care
hospitals, psychiatric units, nursing homes, home health agencies, outpatient clinics and
surgery centers, and specialty hospitals/units. If there are multiple governing boards,
each board should have its own metrics to measure and the overall system should have its

unique measurements.

The measures must be linked to the overall strategic plan for the organization. By tying
the measures to the strategic planning process, you are establishing a culture of
accountability that will permeate the whole institution. This will also enable the
organization to put a more focused approach into the planning process thereby

guaranteeing better results.

One of the most difficult things to develop is a common definition for each measurement
that is valid throughout the organization. You must build a consensus on which measures
to use that is consistent and standardized. Part of the process of building the definitions

is to be very specific about how the measurements are going to be used.

Many dashboards only include internal data such as operating margin, days cash on hand
and patient satisfaction scores. But an organization must have some measures on its
external environment such as market trends, nursing and physician shortages in the

community, and community health status among others.

When you clearly define measurements and make them public, employees are
empowered to make decisions and work towards achieving goals established in the
overall strategic planning process. One of the keys to success is to communicate the
goals to employees and then to routinely communicate the results to employees through



posting them in a common location, on the intranet, or through town hall meetings. You
must create an atmosphere where employees and management are working together to
fulfill the strategic plan and its associated goals. Positive reinforcement is extremely
important - you must reward employees who strive to meet the goals of the organization.

An excessively critical or punitive approach will only serve to stifle employees.

The board and management must work together in the development and review of the
measures. The board should not be responsible for the development of the measures, but
should provide feedback to management on whether the dashboard is really effective in
helping them fulfill their responsibilities. Also, management and the board should set up
a systematic review of the measures so that swift actions can be taken when certain
metrics are not achieved. Management should continually be on the lookout for new
measurements and test the validity of existing measurements since the landscape is

continually changing.

So how does measurement drive improvement? One process to take is to develop critical
success factors for your improvement process. For each critical success factor you would
develop key strategies to implement that factor. For each key strategy you would
develop key measures that give you the ability to track the progress you are making as

you implement the strategy.

An example of this would be:
Critical Success Factor: To be the employer of choice.
Strategy: Create a learning culture by developing new education courses

Measurement: Reduce nursing vacancies by 5%

You would only want to develop a small number of critical success factors at first. It is
more important to get started in the process and regularly report a few factors than to try
to fully develop and define all of the measurements you want to use. You should start
with 3 to 5 critical success factors and develop 2 to 3 strategies for each factor. Each
strategy could have from 1 to 5 measurements. The significant measures for the total



organization should number no more than 25 to 30 so as not to dilute or distract the

attention of management and the board.

The key to developing the dashboard is to keep it concise and easy to use and read.

The report can be a combination of line and bar graphs, run charts, instrument
gauges, or spider diagrams to name a few.

It should be separated by the organization’s major critical success factors.
Comments should be used where necessary to assist the reader in understanding
and interpreting the information.

The measures should be compared to both targets and benchmarks.

The focus should be on looking at and explaining variances from both targets and
benchmarks.

Trend analysis should be used when necessary so that the reader can visually see
long-term patterns and not just short-term results.

Clear definitions must be published and the measurements must accurately reflect
the definitions.

Forecast trend lines where appropriate using linear regression tools.

Dashboards should be looked at as one tool that management can use to communicate

strategy and results in a systematic way. By presenting only the critical information in a

format that is easy to use and understand, the healthcare organization can focus on the

key critical success factors, and their associated strategies, in order to make sustainable,

long term improvements in operations over time. Dashboards can be used to hold both

management and staff accountable in meeting and beating benchmarks and targets and to

instill a culture of responsibility and accountability for results.
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