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Business Strategy in the Health Service June 2000
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Question 1

Study Unit 2, Study Unit 6; Study Unit 12, p 65-/66; Study Unit 15;
Sudy Unit 19, p 4-7
Technicd Update 1998-Business drategy (dl sectors), p 94-%6.

@

Primary Care Groups

Replaced GP fund holders. Primary care groups established from April 1999.
Management board condging of GPs Community nurses, socid —services
representative, Health Authority non exec director, other professonds.

Functions are to contribute to the Hedth Improvement Programme (HIP), develop
primary care, commisson savices, promote better hedth of the population,
integrate primary and community Services.

Exig a oneof 4 levels.

(i)  Subcommittee of thelocad hedth authority acting in an advisory cgpacity

(i)  Asabove but with devolved budget

(i) Free danding primary care trud, accountable to the hedth authority for
ddivery of the HIP

(iv) Asabove but dso responsible for provision of certain community services

Implications in terms of the way that services are commissioned.
Health Improvement Programme

Evolve from exiging service planning arrangements

Locd plan of action

Hedth Authorities will take the lead and involve Truds, locd authorities and the
voluntary sector.

Cover aralling three year period

Measurable targets

The fird comprehensve HIPs addressng dl nationd priorities will be required for
2002/2003

Relationship with other organisations

Implications for strategic planning.

“The new NHS’ introduced changes in terms of planning that involves other
partiesin the process.

NHS is required to involve locd authorities in devisng HIPs. Socid services are
given aseat on Primary care group governing bodies.

Hedth Action Zones formed from a wide range of organisations, based on
integrated trestment giving a better quality of care.

Agenda of HAZs will be saif determined and agreed by the Department of Hedlth.
Implicationsfor joint planning.
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Impact on: crime and disorder, educetiond atanment, wefare to work, socid
housing initiatives. 4

(12)
®)
Brief definition of:
— deliberate strategy:  congdered and planned in advance and
— emergent Srategy - emerges as continuous response to changes in
environment. 1%

Severd possible dternative approaches:

Panned: ddiberate drategy, based on formd plans and centraly driven, works
best in more stable environments

Entrepreneurid:  essantidly  deliberate, based on  drong leedership, capable  of
adaptation.

Umbrdla patly ddiberate, patly emergent and deliberatdly emergent.  Strategy
based upon broad guiddines, within which decison maker will work.

Ideologicd: ddiberate strategy based on shared beliefs and collective vison.

Consensus. lack of centrd direction but Srategy emerges through consensus and
pervades the organisation.

Unconnected: lack of centra direction which alows srategy to emerge in separate
and loosaly connected parts of the organisation.

Imposed: drategy imposed from outsde organisdtion, ether by impostion or use
of condraints.

Other gpproaches are possible and should receive credit when properly articulated

1% marks for each approach fully explained to maximum of 4v2

(6)
(18)
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Question 2
Study Unit 13

(@ Définition:

Importance:

(b)  Power Culture:

Role Culture:

Task Culture:

Person Culture:

(© Stories and myths.

Rituas & symbols.

Leadership:

Structure & systems:

the beiefs, expectations and vadues which ae
shared in an organisation (or some such Smilar
Oefinition)

drategic fit of optionsto culture
increased risk where option does not suit culture

indicator of openness to change
4 x Y2marks to total of 2

controlled centraly by powerful individuds
lack formd rules/ rlaionships
Web structure

bureaucratic, dear definitions of functions specdids
authority, accountability
Templestructure

job or product orientation,
power based on expertise, commitment to teamwork
Network structure

exis to serveindividuas needs and objectives
unrespongive to conventional power systems
No formal structure

1 mark each where well explained up to maximum of 4

about core beliefs
successful individuds, rdationships
outlines acceptable behaviour, expectations

what behaviour is expected and rewarded
language and attitude
outward sgns of acceptance

srategies preferred
leedership syle
where power lies

collaboration or competition
formd or informd
Cregtivity or process driven

Note — alternative versions of the web exist and credit should be awarded on merit

BSHSXM1

1 mark each where well explained up to a maximum of 4
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(d A goodanswer should:

Describe the organisation

Link to cultural web with examples of each element
State which of Handy’ s types apply

Justify which Handy’ s types is dominant
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Question 3
(@ Importance of good communication:

promotes good working relationships

helps creste clear understanding
clarifies the reasons for management action
equips staff to improve performance
cregtes supportive dimate

assigtsin the change process

develops an amosphere of trust

promotes holism

improved morade and productivity

any other appropricte example
% mark each up to a maximum of 4

Features of effective communication:

relevance
regularity
credible
honest

undergandable
Y. mark each to a maximum of 2

(b) Roleof marketing:

ensure that the right products appear in the
right place & the
right time & the
right price,
promoted in the right way to the
right people.
Marketing mix:
Product
Pace

Price
Promotion 1 mark for each element well explained to maximum of 4

() A goodanswer will include:
Ouitline of communication methods employed:
— internal
— external 2
Evauation of effectiveness against criteria set out in part (a) 4
(18)
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Question 4

(@ Payback
Advantages:
Disadvantages:
ROCE

Advantages:
Disadvantages:

DCF

Advantages.
Disadvantages:

Cdculaes how quickly the investment is repad

s_'mpla identifies nonvigble options, to some extent evauates
rlgi(ores time vaue of money, earnings after payback

Cdculates percentage return of capital employed

easy, condderstota earnings
ignores timings, time vaue of money, duration.

Cdculaes the financid return in the current time vdue of
morey, examples, IRR, NPV

takes account of time value of money, alows common base
more complex, discounting rate can be arbitrary

Other gppropriate purdly financid methods, or variations on the above, ae

acceptable.

2 markseach, (1 for explanation, 1 for advantages and disadvantages) up to a maximum of 6

(b) Discusson of gpplicaion, advantages and disadvantages of two tools which
congder non financia aswell asfinancid consequences.

Cost — Benefit analysis:

acknowledges thet there are socid implications
assessments are made for non measurable e ements
decisons should be made on socid and economic vaue

Advantages:

Disadvantages:

includes socid costs and benefits

takes long term view

difficult to measure sociad consegquences
complex principles

different assumptions leed to different decisons

Ranking & Scoring/Weighted Benefit Analysis

groups score againgt weighted sdlection criteria
atempt to turn subjective into objective measurement
accepts that socia consequences are vital

reconciles option to srategic direction

Advantages:

Disadvantages:

BSHSXM1

linked to Strategic objectives
takes dl aspectsinto account
takes long term view
tends to be subjective
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biased results possble

maximum of 4 marks for each method wher e discussion covers key points as above
up to a maximum 8

Risks arisng could be on variability, uncertainty, or optimidtic bias

Methods for taking risk into account indude:

Scenario planning: goply various different environmentd assumptions to
the option and ascertain whether it remains the correct
decison.

Senstivity andyss Teds dl undelying assumptions conddering optimigtic,
pessmigic and normd views of each to ascertan
whether the decison is sendtive to changes in
assumptions.

maximum of 2 marks for each, where clearly explained, up to a maximum of 4

(18)
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Question 5

@ Holigic gpproach to peformance, linking financdd and  nontfinancid
indicators

Linking drategy and operations, short and long-term, soft and hard, lag and
lead indicators.

(b) Issues raised by the case

General

The RPSis structured into 4 functions, but Pls not identified in thisway.

Peformance management admog entirdly based on annud financid
budgets and PI's are short-term and interndlly focused

Current PIs focus on lag and short-term, not balanced with leed or long
term indicators

No link between Pls and drategic direction of the organisation (indeed, not
clear whether RPS has a clear strategic direction)

Incrementa budgeting — inherent problems will be carried forward

Quarterly reviews look only at financid performance againgt budgets — not
clear how frequently Pls are reviewed

Strategic Plan produced 3 years ago and not to be reviewed until year 6

Misson daement taks about qudity, cusomers, technology and VFM,
yet virtualy no Plsto messure performance in these areas

Annua Busness Plan produced by the Head of Internd Support Systems,
but no evidence of consultation with other staff or link to Strategic plan

Pls— concerns

BSHSXM1

Focus too much on financid Pls
Turnover not growing as fast as improving % of new contracts

Above evidenced by poor ddivery time on orders and growing numbers of
customer complaints

Staff turnover trend very worrying
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Other vaid points should attract credit

Report format

June 2000

1 mark for each point explained up to maximum of 12

1

(13)

() Students could use some of the examples in the case or come up with new ones,
but objectives must be rdevant to the case, condgtent with the RPSs misson
statement and capable of measurement. The following is not a model answer

and other relevant objectives will be acceptable.

Financial Per spective

Objective Measure Example tar get
Achieve acceptable return Return on capitd employed | 6%

on capita

Achieve acceptable profit Contract cogting - full cost 20% gross profit

margin on dl contracts

on dl contracts

Customer Perspective

Objective Measure Example tar get
Mesting customer needs Annua customer 95% of customers scoring
satisfaction survey the service received at
95% or above
Maintaining customer Customer complaint All cusomer complaints
satisfaction response times to be resolved, tothe

customers satisfaction,
within 5working days

Internal Business Processes Per spective

Objective Measure Example tar get
Increase market share Tender successrate 80% of tenderswon
Maintaining postion as Deve opment programme Increase range of products
market leader in use of of new products or or services by 5%

cutting edge technology sarvices
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L earning and Growth Per spective

June 2000

Objective Measure Example tar get
Recruitment and retention Completion of g&ff training | 95% of staff to complete
of skilled gaff and development their annud saff training
programme and development
programme
Continuousinvestment in Investment in research and 5% of turnover

cuitting edge technology

development

Y2mark for each objective plus %2 mark for combined measure and target
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Question 6

The answer is based on the article by Susan Key and Samud J. Popkin ‘Integrating
Ethics into the Strategic Management Process doing well by doing good which is
included in the P2 Technica Update 1999, and Study Unit 3 *Why we are here'.

@ Discusson of the importance of mord, socid and legd obligations to guide
management in developing gods and drategies.  Evidence tha integrating
gthics improves drategic deveopment and implementaion and organisationd
aurvivd.  Link of ehics to vadues  Identification of interests and the
importance of linking stakeholder values to ethics. 4

(b) Factors
Economic;

Impact on the financid Stuation of the Hedth Authority
Impact on the Trust that provides these services
Effect of a‘knock-on’ effect on other services (e.g. menta hedlth)
Impect on jobs
% mark for each point up to 4
Ethical:

Moral

ISIVF anillness or not?

Isit mordly correct to choose not to trest people?

To what extent is cosmetic surgery an illness? (eg breast reduction/menta)
Social

Impact on wel being of population

Can they afford to go private?

High incidence of smokers amongst unemployed?
Legal

Obligations of hedth authority?
What about those dready on lig?
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(© Stakeholders

Loca community

Trusts and their staff

Government

June 2000

Likely values

Generd need for hedth care
Couples trying to have children
Smokers/drinkersin need of
treatment

Providers of services
Impact on their jobs
Impact on finance

Influence
Economic — dictate resources
ultimately

Pressure groupsin respect of IVF

Media coverage
Community Hedlth Council

Chief Exec/Managers

Managing likely conflict of views
Locd v nationd pressures
Legd isues

14 for naming stakeholder groups and 1 for values with up to a maximum of 5

Influence will be in extent to which dakeholder vdues match the vison and misson
of the Authority. There are likdy to be conflicts aout misson and purpose, even
within stakeholder groups, and these need to be resolved. 1

The process may involve the following steps

Key & Popkin modd

Inter est identification
ie gakeholders
dominant/passive

Interest analysis
How to serve these interests

eg cadition, bargaining etc

Interest actualisation
Misson daement + educdtion,

Study Unit 13

Identify the stakeholders
dominant/passive

Collect viewsfrom stakeholder s
bargaining view

Collate the views method?

commitment Try it out
Discussion
Implement
4
Throughout part (b) other valid points should attract credit (23)
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