BUSINESS STRATEGY IN THE
HEALTH SERVICE

Professional 2 examination
6 December 2000

From 10.00 am to 1.00 pm
plus ten minutes reading time from 9.50 am to 10.00 am.

I nstructions to candidates

Answer five questions in total. Question 1 from Section A, two questions from
Section B and both questions from Section C. The marks available for each
question are shown in italics in the right-hand margin.

All workings should be shown. Where calculations are required using formulae,
calculators may be used but steps in the workings must be shown. Calculations
with no evidence of this (for example, using the scientific functions of calculators)
will receive no credit. Programmable calculators are not permitted in the
examinations room.

Formula sheets, statistical tables, graph paper and cash analysis paper are
available fromthe invigilator, where applicable.
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SECTION A (Compulsory)

Requirement for question 1

(8 Theuseof performance measures and indicators and benchmarking has become more
high profile in the hedth service. Explain the problems of using these techniques in
assigting the hedlth service in the achievement of its objectives.

() A number of frameworks exis to facilitate comparative measurement and the

dissemination of good practice within the NHS. Describe and comment upon such
frameworks.
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SECTION B (Answer two questions)

It has been suggested that organisations gain sStrategic success by achieving a meatch
between the demands of their environment and their own digtinctive drategic cgpabilities.
One technique whereby an organisation’s strategic capability can be andysed is vaue chain
andyds.

(@)

(b)
(©)

Requirement for question 2
Illudtrate the technique of value chain analyss by drawing and labelling the vaue chain.

Show what form the vaue chain’s primary activities could take in a srategic business
unit in your sector. 8

I dentify the main contributions that vaue chain anadysis can make to resource anayss. 4
For the vadue chain for which primary activities were identified in part (9), give
practica examples of how the management of activities might be informed by vaue
chain andyss 6

(18)

There is much debate among academics and practitioners as to the usefuness of having a
misson statement. Research by academics, including Piercy and Morgan, has proved
inconclusive, but has succeeded in identifying some features and activities, which, when
present, improve the effectiveness of a misson statement.

(@
(b)
(©)

Requir ement for question 3

Outline the role of amisson statement. 2
Identify and explain reasons why some misson statementsfail to fulfil thisrole. 6
Drawing upon the andlysis of Piercy and Morgan, and others, describe good practice

in misson statement development, which can be expected to generate effective

misson statements. 10

(18)
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The firg stage in the process of strategic choice is to generate strategic options available to
the organisation. It is generally accepted that threemethods are available to do this, each of
which hasits merits.

Requirement for question 4

(@) Explainthe‘competitive strategy’ gpproach to option generation, defining the meaning
of each demernt.

(b) Outline what is meant by the ‘srategic issues approach to option generation, and
identify the merits and problems associated with it.

(c) Braingorming sessons are often used in option generdion, dthough in redity they

often lack focus and generate vague outcomes. Outline the factors which reed to be
present for successful braingtorming.
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SECTION C (Answer both questions)

Five years ago, most of the public sector organisations in the regions of Truckshire formed a
group entitled ‘ Partnership for the Public’ (PP) to look a where skills could be shared and
the interests of the public furthered. The first output from the group was the idea for the
cregtion of ‘Interject Audit Services (IAS) which is planned to be an experiment in the
ddivery of internd audit and consultancy services across a range of public service
organisations. It is planned that the new service will begin from April 2001.

Sir Goahead, who leads the PP and is the deputy Chief Executive Officer (CEO) of
Truckshire County Council, recently decided that the group needed a report from each
member on how the proposed change was consdered in their organisation, and each
member of the group reported as outlined below.

Sir Goahead explained that the County Council management are split on the idea. The
CEO s neutrd, and the Treasurer and Chief Internd Auditor are againg it due to the
Specidist expertise required to audit the diversity of services ddlivered. The Leader of the
Council, who is dso a Governor a Truckford University, is enthusiastic. Steff in the audit
section are generdly not in favour of any change, and the externd auditors, currently
PKAM, are reportedly ‘keeping an interested eye on developments .

Lady Lancelot is Vice Chair of the PP and dts on the Board of the loca NHS Acute Trust.
She reported that the Trugt’s audit section is very keen, and the Chief Internd Auditor has
begun preparations. Some of the Trust’s Directors are less keen and have voiced the
opinion that ‘the values of the NHS are complex, and staff outside of it will not be able to
contribute positively’.  She dso reported that the other loca NHS (Community) Trust has
yet to gppoint a replacement to the PP after their last representative retired, so she is unsure
asto the viewpoint of that organisation.

Lady Largebrain, Pro-Vice Chancdlor of Truckford University, reported that in her
experience, such changes would never be implemented if the views of al were sought. She
suggested that the plans are smply implemented and was confident that her staff would
react positively when the time came.

Sir Housedl, who represents the local Housing Association, was concerned that this would
not be appropriate for his organisation as the budget was very tight and more audit fees
were not what was wanted. For this resson he had not consulted, but was sure his
organisation would be againgt any such development.

Sir Truck, the locd MP, has stated his firm support for the idea, which he sees as a move
towards joined up government. He has pointed out his fedings that sich an audit and
consultancy service could be of use to the Executive Agencies in the region, some of whom
have large offices nearby.
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A letter recently gppeared in the Truckford Herald from a condtituent concerned at the IAS
plan. In paticular, concerns relate to the reduction of public sector specidisation in audit
kills, the potentia 1oss of stewardship, and the probability of imminent outsourcing for short
term cost savings. Some debate has since erupted in the letters page on the loss of public
services over the past two decades.

You have recently been gppointed to assst Sir Goahead in cregting 1AS and telephoned
round some colleagues across the partnership to collect additiona intelligence. Y ou have
discovered that the current Chief Interna Auditor (CIA) of the Acute Trust trained with the
County Council audit section, who were surprised at his appointment to the Trust, and some
antipathy has developed. The Finance Department of the County Council holds a firm

centralised control over the aher departments, and the Treasurer tends to have the grestest
input to decisons. It has aso become apparent that the relationship between Lady Lancelot
and the Community Trust has broken down. Lady Lancelot is, however, a good friend of

the County Council CEO. A recent disagreement over land has arisen between the Housing
Association and the University, and as a by-product Sr Housedll is refusing to work with
Lady Largebrain, who is the sster-in-law of Sir Truck.

Requirement for question 5
Y ou have been asked to write a paper which:
(@) Evduatestheforcesinvolved in the change.

(b) Outlines and critiques potentid management styles, in order to evauate which would
be most appropriate to ensure the successful implementation of 1AS.

(c) Identifies other issues which may be important to the successful implementation of
IAS.
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Blagdon NHS Trust introduced their business planning processin 1995. Tony Elwood, the
then Chief Executive, felt thet it was important to introduce the process incrementaly and
not make excessive demands upon his service managers in its early days. Consequently in
1995 the following process was devel oped:

(i)  The formulation of Trust wide objectives by Tony Elwood, which were submitted to
the board for approval.

(i) The creulation of a busness planning pro-forma to dl unit managers, requiring thet
they identify:

Resources available to them over the three year business planning period
The main opportunities and threats facing their business unit
Objectives thet they planned for the unit

(i) The return of the pro-formas to the Chief Executive one month before the findisation
of the Trust’s budget.

This process continued until 1998 when a new Chief Executive, Fiona Shrimpley, was
appointed.

One of her firg actions was to introduce a forma strategic planning process which would
generate a corporate wide plan to act as the arting point for the individud unit business
plans. Thefirg strategic plan has recently been published. She has dso ated that she fedls
that the units business planning processes should become more participative, and the
objectives of the business plans should be integrated with the exising performance
monitoring regime.  She has dso announced that, while wanting to review the content of the
actual business plans, she does not currently propose any changes.

Having been appointed manager of the radiology service in 1998, you have cautioudy
welcomed the changes as you fdt that Blagdon's planning process had lacked the rigour of
that of your previous trust. However, as your staff have shown sgns of significant work
over-load and dress in the last ix months, you are concerned about the suggestion that the
business planning process should become more participative.  More postively, you are
keen to link your busness plan objectives to your performance monitoring regime,
particularly as you have become increasingly concerned about the radiology department’s
level of repeat x-rays that has had to be carried out due to initid unsatisfactory standards.
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(@

(b)

(©)

©)

Requirement for question 6

Identify the benefits of a more participative gpproach to business planning and suggest
what form such an approach might take.

Identify the criteria to which objectives should conform if they are to contribute
effectively to performance monitoring and congtruct an objective which conforms to
such criteriafor the area of radiology repeat work.

Suggest amendments that could have been made to the content of the busness
planning process introduced in 1995.

Identify the main Stagesin any process of performance review and comment briefly on
three different methods of review and monitoring.
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