2009 Sterling Criteria Health Care Supplement Notes

Organizational Profile

P1

Organizational Description

P2

N1. Mechanisms for health care service delivery to your
patients and other customers (P.1a[1]) might be direct or
through contractors, collaborators, or partners.

N2. Many health care organizations rely heavily on volunteers
to accomplish their work. These organizations should include
volunteers in the discussion of their workforce (P.1a[3]).

N3. Workforce or staff groups and segments (including
organized bargaining units) (P.1a[3]) might be based on
the type of employment or contract reporting relationship,
location, tour of duty, work environment, family-friendly
policies, or other factors.

N4. Examples of the legal and regulatory environment under
which your organization operates (P1a[5]) might include
the regulations promulgated by the Centers for Medicare
and Medicaid Services (CMS), such as the Health Insurance
Portability and Accountability Act of 1996 (HIPAA) and
the State Children’s Health Insurance Program (SCHIP).
They also might include “industrywide” standards, such as
the standards of the Joint Commission on Accreditation of
Healthcare Organizations (JCAHO).

Organizational Challenges

N5. For some health care organizations, governance and
reporting relationships (P.1b[1]) might include relationships
with foundation funding sources.

N6. Health care market segments (P.1b[2]) might be based
on health care services or features, health care service delivery
modes, payors, business volume, geography, population
demographics, the diversity of patients, or other factors that
are important to your organization to define related market
characteristics.

N7. Requirements for patient, other customer, and stakeholder
groups and health care market segments (P.1b[2]) might
include accessibility, continuity of care, safety, security,
electronic communication, billing requirements, socially
responsible behavior, community service, cultural preferences,
and the staff’s ability to speak the same language.

N8. Communication mechanisms (P.1b[4]) should be
two-way and might be in person, via e-mail, Webbased, or
by telephone. For many organizations, these mechanisms
may change as marketplace, patient and other customer, or
stakeholder requirements change.

NI1. Principal factors (P.2a[2]) might include differentiators
such as technology leadership, accessibility, health care and
administrative support services offered, cost, innovation rate,
reputation for service delivery, and wait times for service.

N2. Strategic challenges and advantages (P.2b) might relate to
technology, health care services, your operations, the health
care industry, and people.

N3. Performance improvement (P.2¢) is an assessment
dimension used in the Scoring System to evaluate the
maturity of organizational approaches and deployment
(see pages 53—56). This question is intended to help you
and the Baldrige Examiners set an overall context for your
approach to performance improvement. Overall approaches
to performance improvement might include applying Six
Sigma methodology, implementing Plan-Do-Check-Act
(PDCA) improvement cycles, or employing other process
improvement tools.
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Preface: Organizational Profile

The Organizational Profile provides an overview of your
organization. The profile addresses your operating environment,
your key organizational relationships, your competitive and
collaborative environment and strategic challenges, andyour
approach to performance improvement. Your Organizational
Profile provides a context for understanding your organization.
It helps the Sterling Examiners and Judges when reviewing your
application to understand what you consider important. It also
helps you to guide and prioritize the information you present
in response to the Criteria Items in Categories 1-7.

The Organizational Profile provides your organization with critical
insight into the key internal and external factors that shape your
operating environment. These factors, such as the mission, vision,
values, competitive and collaborative environment, and strategic
challenges, impact the way your organization is run and the
decisions you make. As such, the Organizational Profile helps your
organization better understand the context in which it operates;
the key requirements for current and future organizational success
and sustainability; and the needs, opportunities, and constraints
placed on your organization’s performance management system.

P1 Organizational Description: What are your key
organizational characteristics?

Purpose

This Item addresses the key characteristics and relationships that
shape your organizational environment. It also addresses your
organization’s governance system. The aim is to set the context
for your organization and for your responses to the Criteria
requirements in Categories 1-7.

Comments

B Use of such terms as “purpose,” “vision,” “mission,” and “values”
varies depending on the organization, and some organizations may
not use one or more of these terms. Nevertheless, you should have
a clear understanding of the essence of your organization, why it
exists, and where your senior leaders want to take the organization
in the future. This clarity enables you to make and implement
strategic decisions affecting the future of your organization.

B The legal and regulatory environment in which you operate
places requirements on your organization and impacts how you
run your organization. Understanding this environment is key
to making effective operational and strategic decisions. Further,
it allows you to identify whether you are merely complying with
the minimum requirements of applicable laws, regulations, and
standards of practice or exceeding them, a hallmark of leading
organizations.

B Leading organizations have well-defined governance systems with
clear reporting relationships. It is important to clearly identify
which functions are performed by senior leaders and, as applicable,
by your governance board and your parent organization. Board
independence and accountability frequently are key considerations
in the governance structure.

B In supplier-dependent organizations, suppliers play critical roles
in processes that are important to running the organization and
to maintaining or achieving overall organizational performance
success. Supply chain requirements might include accessibility,
continuity of care, ontime or just-in-time delivery, flexibility,
variable staffing, research and design capability, and customized
services.

P2 Organizational Challenges: What are your key
organizational challenges?

Purpose

This Item addresses the competitive and collaborative environment
in which your organization operates and the key strategic
challenges that your organization faces. It also addresses how you
approach performance improvement and organizational learning.
The aim is to understand your key organizational challenges and
your system for maintaining a sustainable advantage.

Comments

B Knowledge of an organization’s strengths, vulnerabilities, and
opportunities for both improvement and growth is essential
to the success and sustainability of the organization. With this
knowledge, you can identify those health care service and program
offerings, processes, competencies, and performance attributes
that are unique to your organization; those that set you apart
from other organizations; and those that help you to sustain your
competitive position.

B Understanding who your competitors and collaborators are,
how many you have, and their key characteristics is essential
for determining what your competitive position is and what
your collaborative opportunities are in the health care industry
and marketplace. Leading organizations have an in-depth
understanding of their current competitive and collaborative
environments, including the factors that affect day-to-day
performance and factors that could impact future performance.

B Sources of comparative and competitive data might include
external organizations (e.g., CMS, the NCQA, JCAHO, and the
Maryland Quality Indicator Project), health care industry journals
and other publications, benchmarking activities (comparative
data also can be obtained from organizations outside of the
health care sector, particularly in areas related to patient and
other customer satisfaction, staff satisfaction, and organizational
effectiveness [e.g., cycle time]), annual reports for publicly traded
companies and public organizations, conferences, local networks,
and industry associations.

B Operating your organization in today’s highly competitive
marketplace means you are facing many strategic challenges
that can affect your ability to sustain performance and maintain
your competitive position. These challenges might include
your operational costs (e.g., pharmaceuticals, labor, or medical
technology); expanding or decreasing markets; mergers or
acquisitions both by your organization and by your competitors;
economic conditions, including fluctuating demand and economic
downturns; needs for public health and bioterrorism preparedness;
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HIPAA compliance; the introduction of new or substitute health
care services; rapid technological changes; or emergence of e-health
care delivery technology. In addition, your organization may face
challenges related to the recruitment, hiring, and retention of a
qualified workforce.

W A particularly significant challenge, if it occurs to your
organization, is being unprepared for a disruptive technology that
threatens your competitive position or your marketplace. In the
past, such technologies have included MRIs replacing myelograms
and orthoscopic surgery replacing more invasive types of surgery.

Today, organizations need to be scanning the environment inside
and outside their immediate industry to detect such challenges at
the earliest possible point in time.

One of the many issues facing organizations today is how
to manage, use, evaluate, and share their ever-increasing
organizational knowledge. Leading organizations already benefit
from the knowledge assets of their workforce, patients and other
customers, suppliers, collaborators, and partners, who together
drive organizational learning and improve performance.
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Leadership

1.1

Senior Leadership

1.2

NI1. Senior leaders include the head of the organization
and his or her direct reports. In health care organizations
with separate administrative/operational and health care
provider leadership, “senior leaders” refers to both sets
of leaders and the relationships between those leaders.

N2. Organizational vision (1.1a[l]) should set the
context for strategic objectives and action plans, which
are described in Items 2.1 and 2.2.

N3. A sustainable organization (1.1a[3]) is capable of
addressing current organizational needs and possesses the
agility and strategic management to prepare successfully
for its future organizational and market environment. In
this context, the concept of innovation includes both
technological and organizational innovation to succeed
in the future. A sustainable organization also ensures
a safe and secure environment for the workforce and

other key stakeholders.

Governance and Social Responsibilities

N4. For health care organizations that rely on
independent practitioners, volunteers, and health
profession students to accomplish their work, responses to
1.1b(1) also should discuss your efforts to communicate
with and engage these groups.

N5. A focus on action (1.1b[2]) considers the
workforce, the work systems, and the hard assets of
your organization. It includes ongoing improvements in
productivity that may be achieved through eliminating
waste or reducing cycle time, and it might use techniques
such as Six Sigma and Lean. It also includes the actions
to accomplish your organization’s strategic objectives.
N6. Your organizational performance results should be
reported in Items 7.1-7.6.

NI. Societal responsibilities in areas critical to your
organization’s ongoing success also should be addressed
in Strategy Development (Item 2.1) and in Process
Management (Category 6). Key results, such as results of
regulatory and legal compliance (including malpractice),
accreditation, environmental improvements through use
of “green” technology or other means, or conservation
activities, should be reported as Leadership Outcomes

(Ttem 7.6).

N2. Transparency in operations of your governance
board (1.2a[l]) should include your internal controls
on governance processes. For nonprofit health care
organizations that serve as stewards of public funds,
stewardship of those funds and transparency in operations
are areas of emphasis.

N3. Leadership performance evaluation (1.2a[2]) might
be supported by peer reviews, formal performance
management reviews (5.1b), and formal or informal
workforce and other stakeholder feedback and surveys.
For some nonprofit and government health care
organizations, external advisory boards might evaluate
the performance of senior leaders and the governance

board.

N4. Ethical behavior (1.2b) includes business, professional,
health care practice, and patient rights issues. It

also includes public accountability and disclosure of
information about your organizational health care
performance.

N5. Nonprofit health care organizations should report
in 1.2b(1), as appropriate, how they address the legal
and regulatory requirements and standards that govern
fundraising and lobbying activities.

N6. Public concerns (1.2b[1]) might include patient
safety, cost, equitable and timely access to providers
and health care services, emergence of new health care
threats, and the handling of medical waste.

N7. Measures or indicators of ethical behavior (1.2b[2])
might include the percentage of independent board
members, instances of ethical conduct breaches and
responses, survey results on workforce perceptions of
organizational ethics, ethics hotline use, and results
of ethics reviews and audits. They also might include
evidence that policies, workforce training, and monitoring
systems are in place with respect to conflicts of interest
and the proper use of funds.

N8. Actions to build community health (1.2c) are
population-based services supporting the general health
of your community. Such services might include health
education programs, immunization programs, unique
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health services provided at a financial loss, population-
screening programs (e.g., hypertension), safety program
sponsorship, and indigent care and other community
benefits. You should report the results of your community
health services in Item 7.6.

NO. In addition to actions to build community health,
areas of community support appropriate for inclusion
in 1.2¢ might include your efforts to strengthen local

community services and education; the environment,
including collaborative activities to conserve the
environment or natural resources; and practices of trade,
business, or professional associations.

N10. The health and safety of your workforce are not
addressed in Item 1.2; you should address these staff
factors in Item 5.2.

Leadership (Category 1)

Leadership addresses how your senior leaders guide and sustain
your organization, setting organizational vision, values, and
performance expectations. Attention is given to how your senior
leaders communicate with your workforce, develop future leaders,
measure organizational performance, and create an environment
that encourages ethical behavior and high performance. The
Category also includes your organization’s governance system, how
it ensures ethical behavior and practices good citizenship, and how
your organization contributes to the health of its community.

1.1 Senior Leadership: How do your senior leaders
lead?

Purpose

This Item examines the key aspects of your senior leaders’
responsibilities. It examines how your senior leaders set and
communicate the organization’s vision and values and how they
practice these values. It focuses on your senior leaders’ actions to
create a sustainable, high-performance organization with a patient
and other customer focus.

Comments

B Senior leadership’s central role in setting values and directions,
communicating, creating and balancing value for all stakeholders,
and creating an organizational bias for action are the focus of
this Item. Success requires a strong orientation to the future and
a commitment to improvement, innovation, and organizational
sustainability. Increasingly, this requires creating an environment
for empowerment, agility, and learning.

B An important aspect of leadership in health care organizations
is the relationship and collaboration between administrative/
operational and health care provider leadership in organizations
with separate administrative/operational and health care

leadership.

B In highly respected organizations, senior leaders are committed
to the development of the organization’s future leaders and
to the reward and recognition of contributions by members
of the workforce. Senior leaders personally participate in the
development of future leaders, in succession planning, and in
recognition opportunities and events that celebrate the workforce.
Development activities for future leaders might include personal
mentoring or participation in leadership development courses.

1.2 Governance and Social Responsibilities: How do you
govern and address your social responsibilities?

Purpose

This Item examines key aspects of your organization’s governance
system. It also examines how your organization fulfills its
responsibilities to the public, ensures that everyone in the
organization behaves legally and ethically, and practices good
citizenship.

Comments

B The organizational governance requirement addresses the need
for a responsible, informed, and accountable governance or
advisory body that can protect the interests of key stakeholders
(including stockholders) in publicly traded, private, and nonprofit
organizations. This body should have independence in review and
audit functions, as well as a performance evaluation function that
monitors organizational and senior leader performance.

B Anintegral part of health care delivery, performance management,
and improvement is proactively addressing (1) the need for
ethical behavior; (2) the observance of all legal, regulatory, and
accreditation requirements; and (3) risk factors. Ensuring high
performance in these areas requires establishing appropriate
measures or indicators that senior leaders track in their
performance reviews. Your organization should be sensitive to
issues of public concern related to your health care services and
operations, whether or not these issues are currently embodied
in laws and regulations. Role model organizations look for
opportunities to exceed requirements and to excel in areas of legal
and ethical behavior.

B This Item addresses the use of resource-sustaining processes.
These processes might include the use of “green” technologies, the
replacement of hazardous chemicals with water-based chemicals,
energy conservation, the use of cleaner energy sources, or the
recycling of by-products or wastes.

B Social responsibility implies going beyond a compliance
orientation. Good citizenship opportunities are available to
organizations of all sizes. These opportunities might include
encouraging and supporting your staff’s community service.

B Examples of organizational community involvement include
partnering with other health care providers, businesses, and
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professional associations to engage in beneficial cooperative M This Item addresses actions to build and improve community

activities, such as increasing equity and access and sharing best health, including the consideration of partnering with other local
practices to improve overall U.S. health status and health care. organizations (public and business) and health care providers. The
Levels of involvement and leadership are dependent upon your community health services offered by your organization will be
organization’s size and available resources. dependent upon your mission, including service requirements for

tax-exempt organizations.
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Strategic Planning

2.1

Strategy Development

2.2

NI1. “Strategy development” refers to your organization’s
approach (formal or informal) to preparing for the
future. Strategy development might utilize various types
of forecasts, projections, options, scenarios, knowledge
(see 4.2b for relevant organizational knowledge), or
other approaches to envisioning the future for purposes
of decision making and resource allocation. Strategy
development might involve participation by key suppliers,
partners, patients, and other customers.

N2. “Strategy” should be interpreted broadly. Strategy
might be built around or lead to any or all of the
following: new health care services and/or delivery
processes and markets; revenue growth via various
approaches, including acquisitions, grants, and
endowments; new partnerships and alliances; and new
staff or volunteer relationships. Strategy might be directed
toward becoming a center for clinical and service
excellence, a preferred provider, a research leader, or
an integrated service provider. It also might be directed
toward meeting a community or public health care
need.

N3. Your organization’s strengths, weaknesses,
opportunities, and threats (2.1a[2]) should address all
factors that are key to your organization’s future success,
including the following, as appropriate: your patient
and other customer and health care market needs,
expectations, and opportunities; your culture, policies,
and procedures to ensure patient safety and to avoid
medical errors; your policies and procedures regarding
access to care and equity of care; your opportunities
for innovation and role model performance; your
core competencies; your competitive and collaborative
environments and your performance relative to
competitors and comparable organizations; the life cycle
of your health care services; technological and other key
innovations or changes that might affect your health care

Strategy Deployment

services and how you operate, as well as the rate of that
innovation; your staff and other resource needs; your
ability to capitalize on diversity; your opportunities to
redirect resources to higher-priority health care services or
areas; financial, societal, ethical, regulatory, technological,
security, and other potential risks; your ability to
prevent and respond to emergencies, including natural
or other disasters; changes in the national or global
economy; partner and supply chain needs, strengths,
and weaknesses; changes in your parent organization;
and other factors unique to your organization.

N4. Your ability to execute the strategic plan (2.1a[2])
should address your ability to mobilize the necessary
resources and knowledge. It also should address your
organizational agility based on contingency plans or if
circumstances require a shift in plans and rapid execution
of new or changed plans.

N5. Strategic objectives that address key challenges
and advantages (2.1b[2]) might include access and
locations; rapid response; customization; co-location
with major partners; workforce capability and capacity;
specific joint ventures; rapid innovation; Webbased
provider, patient, and other customer relationship
management; implementation of electronic medical
records and electronic care processes (e.g., order entry
and e-prescribing); and health care service quality and
enhancements. Responses to Item 2.1 should focus on
your specific challenges and advantages— those most
important to your ongoing success and to strengthening
your organization’s overall performance as a health care
provider.

N6. Item 2.1 addresses your overall organizational
strategy, which might include changes in health care
services and programs. However, the Item does not
address service or program design; you should address
these factors in Item 6.1, as appropriate.

N1. Strategy and action plan development and
deployment are closely linked to other Items in the
Criteria. The following are examples of key linkages:

e Item 1.1 for how your senior leaders set and
communicate organizational direction;

e Category 3 for gathering patient, other customer, and
health care market knowledge as input to your strategy
and action plans and for deploying action plans;

e Category 4 for measurement, analysis, and knowledge
management to support your key information needs, to
support your development of strategy, to provide an
effective basis for your performance measurements, and
to track progress relative to your strategic objectives and
action plans;

* Category 5 for meeting your workforce capability
and capacity needs, for workforce development and
learning system design and needs, and for implementing
workforce-related changes resulting from action plans;
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e Category 6 for changes to work systems and work
process requirements resulting from your action plans;
and

* Ttem 7.6 for specific accomplishments relative to your
organizational strategy and action plans.

N2. Deployment of action plans (2.2a[1]) might include
key partners, collaborators, and suppliers.

N3. Measures and indicators of projected performance
(2.2b) might include changes resulting from new
ventures; organizational acquisitions or mergers; health
care market entry and shifts; new legislative mandates,
legal requirements, or industry standards; and significant
anticipated innovations in health care service delivery

and technology.

Strategic Planning (Category 2)

Strategic Planning addresses strategic and action planning,
deployment of plans, how adequate resources are ensured to
accomplish the plans, how plans are changed if circumstances
require a change, and how accomplishments are measured and
sustained. The Category stresses that longterm organizational
sustainability and your competitive or collaborative environment
are key strategic issues that need to be integral parts of your
organization’s overall planning.

While many organizations are increasingly adept at strategic
planning, plan execution is still a significant challenge. This
is especially true given market demands to be agile and to be
prepared for unexpected change, such as disruptive technologies
that can upset an otherwise fast-paced but more predictable
health care marketplace. This Category highlights the need to
place a focus not only on developing your plans but also on
your capability to execute them.

These aspects are important to strategic planning:

B Datient-focused quality and health care performance provide a
strategic view of quality. The focus is on the drivers of patient
satisfaction, patient loyalty, patient health status, and health
care service improvement— key factors in organizational
sustainability.

B Operational performance improvement and innovation
contribute to short- and longer-term productivity growth and
cost containment. Building operational capability—including
speed, responsiveness, and flexibility—represents an investment
in strengthening your organizational fitness.

B Organizational and personal learning are necessary strategic
considerations in today’s fast-paced environment. The Criteria
emphasize that improvement and learning need to be embedded
in work processes. The special role of strategic planning is to align
work processes and learning initiatives with your organization’s
strategic directions, thereby ensuring that improvement and
learning prepare you for and reinforce organizational priorities,
especially health care priorities.

The Strategic Planning Category examines how your
organization

B determines its key strengths, weaknesses, opportunities, and
threats and its ability to execute your strategy;

B optimizes the use of resources, ensures the availability of a skilled
workforce, and bridges short- and longerterm requirements
that may entail capital expenditures, technology development
or acquisition, supplier development, and new health care
partnerships or collaborations; and

B cnsures that deployment will be effective—that there are
mechanisms to communicate requirements and achieve alignment
on three levels: (1) the organization and the senior leader level, (2)
the work system and work process level, and (3) the department/
work unit and individual job level.

The requirements in the Strategic Planning Category encourage
strategic thinking and acting in order to develop a basis for
an appropriate competitive and collaborative position in the
marketplace. These requirements do not imply formalized plans,
planning systems, departments, or specific planning cycles. They
also do not imply that all your improvements could or should be
planned in advance. An effective improvement system combines
improvements of many types and degrees of involvement. This
requires clear strategic guidance, particularly when improvement
alternatives, including major change or innovation, compete for
limited resources. In most cases, setting priorities depends heavily
on health care market demands and a cost rationale. However,
you also might have critical requirements, such as incorporating
new health care technology or community health and public
responsibilities, which are not driven by cost considerations
alone.

2.1 Stmtegy Development: How do you develop your
strategy?

Purpose

This Item examines how your organization determines its strategic
challenges and advantages and establishes its strategy and strategic
objectives to address these challenges and enhance its advantages.
The aim is to strengthen your overall performance as a health
care provider and your performance relative to other organizations
providing similar health care services.

Comments

B This Item calls for basic information on the planning process
and for information on all the key influences, risks, challenges,
and other requirements that might affect your organization’s
future opportunities and directions— taking as long-term a
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view as appropriate and possible from the perspectives of your
organization and your industry or marketplace. This approach
is intended to provide a thorough and realistic context for the
development of a patient-, other customer-, and health care
market- focused strategy to guide ongoing decision making,
resource allocation, and overall management.

B This Item is intended to cover all types of health care organizations,
competitive/collaborative situations, strategic issues, planning
approaches, and plans. The requirements explicitly call for a
future-oriented basis for action but do not imply planning
departments, specific planning cycles, or a specified way of
visualizing the future. Even if your organization is seeking to
create an entirely new health care service or business, it is still
necessary to set and to test the objectives that define and guide
critical actions and performance.

B This Item emphasizes health care industry leadership, which
usually depends on health care service delivery and operational
effectiveness. This leadership requires a view of the future that
includes not only the health care markets or segments in which
your organization provides services but also how it competes and/or
collaborates in these markets. How it competes and/or collaborates
presents many options and requires that you understand your
organization’s and your competitors’/collaborators’ strengths
and weaknesses, including your core competencies. Although
no specific time horizons are included, the thrust of this Item is
sustained performance leadership.

B An increasingly important part of strategic planning is projecting
the future competitive and collaborative environment. Such
projections help to detect and reduce competitive threats, to
shorten reaction time, and to identify opportunities. Depending
on the size and type of organization, maturity of health care
markets, pace of change, and competitive/collaborative parameters
(such as costs or the innovation rate), organizations might use a
variety of modeling, scenarios, or other techniques and judgments
to anticipate the future environment.

2.2 Strategy Deployment: How do you deploy your
strategy?

Purpose

This Item examines how your organization converts your strategic
objectives into action plans to accomplish the objectives. It also
examines how your organization assesses progress relative to
these action plans. The aim is to ensure that your strategies are
successfully deployed for goal achievement.

Comments

B This Item asks how your action plans are developed and
deployed. Accomplishment of action plans requires resources and
performance measures, as well as the alignment of department/
work unit and supplier and partner plans. Of central importance
is how you achieve alignment and consistency—for example,
via work systems, work processes, and key measurements. Also,

alignment and consistency are intended to provide a basis for
setting and communicating priorities for ongoing improvement
activities—part of the daily work of all departments/work units.
In addition, performance measures are critical for tracking
performance.

Many types of analyses can be performed to ensure that adequate
financial resources are available to support accomplishment of
your action plans. For current operations, these efforts might
include the analysis of cash flows, net income statements, and
current liabilities versus current assets. For investments to
accomplish action plans, the efforts might include analysis of
discounted cash flows, return on investment (ROI), or return on
invested capital (ROIC). The specific types of analyses will vary
from organization to organization. These analyses should help
your organization assess the financial viability of your current
operations and the potential viability of and risks associated with
your action plan initiatives.

B Action plans should include human resource plans that are aligned

with and support your overall strategy.
Examples of possible human resource plan elements are

* a redesign of your work organization and jobs to increase
workforce empowerment and decision making;

* initiatives to promote better collaboration and cooperation
between health care providers and administrative staff;

* initiatives to promote greater labor-management cooperation,
such as union partnerships;

* inidatives to foster knowledge sharing and organizational
learning;

* modification of your compensation and recognition systems
to recognize team, organizational, patient and other customer
satisfaction, or other performance attributes; or

* education and training initiatives, such as developmental
programs for future leaders, partnerships with universities
to help ensure the availability of an educated and skilled
workforce, and establishment of training programs on
new technologies important to the future success of your
workforce and your organization.

Projections and comparisons in this Item are intended to improve
your organization’s ability to understand and track dynamic,
competitive performance factors. Projected performance might
include changes resulting from new business ventures, entry
into new health care markets, introduction of new technologies,
innovations, or other strategic thrusts. Through this tracking
process, your organization should be better prepared to take into
account its rate of improvement and change relative to that of
competitors and other organizations providing similar health
care services and relative to its own targets or stretch goals. Such
tracking serves as a key diagnostic management tool.

2008 Sterling Health Care Supplement
2009 Sterling Health Care Supplement



Customer and Market Focus
3.1 Customer and Market Knowledge

NI1. Patients, as a key customer group, are frequently
identified separately in the Criteria. Other customer
groups could include patients’ families, the community,
insurers and other third-party payors, employers, health
care providers, patient advocacy groups, Departments of
Health, and students. Generic references to customers
include patients.

N2. Your responses to this Item should include the
patients and other customer groups and the market
segments identified in P.1b(2).

N3. The “voice of the customer” (3.1a[2]) is your
process for capturing patient- and other customer-related
information. Voice-of-the-customer processes are intended
to be proactive and continuously innovative to capture
stated, unstated, and anticipated patient and other
customer requirements, needs, and desires. The goal is
to achieve patient and other customer loyalty and build
patient and other customer relationships, as appropriate.
The voice of the customer might include gathering and
integrating survey data, focus group findings, Web-based
data, complaint logs, and other data and information
that affect health care purchasing and relationship
decisions.

3.2 Customer Relationships and Satisfaction

N4. “Health care service features” (3.1a[2]) refers to
all the important characteristics of your health care
services that patients and other customers receive. This
includes all customers’ interactions with you and their
service experiences. The focus should be on features
that affect customer health care-related preference and
loyalty and the customers’ view of clinical and service
quality—for example, those features that differentiate
your organization’s services from other providers offering
similar services. Beyond specific health care provisions
leading to desired health care outcomes, those features
might include factors such as extended hours, family
support services, cost, timeliness and ease of use of your
services, assistance with billing/paperwork processes, and
transportation assistance. Key health care service features
and purchasing or relationship decisions (3.1a[2]) might
take into account how transactions occur and factors
such as confidentiality and security. Health care features
leading to desired outcomes should be reported in Item
7.1, and health care features leading to satisfaction should
be reported in Item 7.2.

N5. The determination of health care service features
and their relative importance (3.1a[2]) should take into
account the potentially differing expectations of patients
and other customers.

N1. Customer relationship building (3.2a) might include
the development of partnerships or alliances with
customers.

N2. Determining patient and other customer satisfaction
and dissatisfaction (3.2b) might include the use of any
or all of the following: surveys, formal and informal
feedback, customer account histories, complaints, win/
loss analysis, and information on timeliness of service
delivery. Information might be gathered on the Web,
through personal contact or a third party, or by mail.

N3. Patient and other customer satisfaction and
dissatisfaction measurements (3.2b[1]) might include
both a numerical rating scale and descriptors for each

unit in the scale. Actionable patient and other customer
satisfaction measurements provide useful information
about specific service features, delivery, relationships, and
transactions that affect the customers’ future actions—
choice of health care provider and positive referrals.

N4. Other organizations providing similar health care
services (3.2b[3]) might include other organizations with
whom you dont compete but provide similar services
in other geographic areas or to different populations of

people.

NS5. Your patient and other customer satisfaction and
dissatisfaction results should be reported in Item 7.2.

Customer and Market Focus (Category 3)

Focus on Patients, Other Customers, and Markets addresses how
your organization secks to understand the voice of the customer
and of the marketplace, with a focus on meeting patients’ and

other customers’ requirements, needs, and expectations; delighting
them; and building loyalty and positive referrals. The Category
stresses relationships as an important part of an overall listening,
learning, and performance excellence strategy. Your patient and
other customer satisfaction and dissatisfaction results provide vital
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information for understanding your customers and the health care
marketplace. In many cases, such results and trends provide the
most meaningful information, not only on your patients and
other customers’ views but also on their marketplace behaviors
(e.g., patient/customer loyalty and positive referrals) and how
these views and behaviors may contribute to the sustainability
of your organization in the marketplace.

Throughout the Criteria, patients frequently are identified
separately from other customer groups. This is done to stress
the importance of this customer group (i.e., patients) to health
care organizations. However, Item requirements also address other
customers (or refer to customers generically) to ensure inclusion
of all customer groups in the organization’s customer focus and
performance management system. Other customers could include
patients’ families, the community, insurers and other third-party
payors, employers, health care providers, patient advocacy groups,
Departments of Health, and students. A key challenge to health
care organizations frequently may include balancing the differing
expectations of patients and other customer groups.

3.1 Customer and Market Knowledge: How do you
obtain and use patient, other customer, and health
care market knowledge?

Purpose

This Item examines your organization’s voice-of-the-customer
processes for gaining knowledge about the needs and desires
of your current and future patients, other customers, and
markets, with the aim of offering relevant health care services;
understanding longer-term or emerging patient/customer needs,
requirements, and expectations; and keeping pace with marketplace
changes and changing ways of doing business.

Comments

B In a rapidly changing technological and competitive health care
environment, many factors may affect patient and other customer
preference and loyalty and your interface with patients and
other customers in the marketplace. This makes it necessary to
continually listen and learn. To be effective, listening and learning
need to be closely linked with your organization’s overall strategy.

B Knowledge of patients, other customer groups, and health care
market segments allows your organization to tailor listening
and learning strategies and marketplace offerings, to support
and tailor your marketing strategies, to develop new health care
service opportunities, and to ensure organizational sustainability.

B A relationship strategy may be possible with some customers
but not with others. Differing relationships may require
distinctly different listening and learning strategies. The use of
electronic communication and the Internet (e.g., Web-based
scheduling, support group, and health care information) is
rapidly changing many marketplaces and may affect your listening
and learning strategies, as well as your definition of patient
and other customer groups and health care market segments.

B Sclection of voice-of-the-customer strategies depends on your
key organizational factors. Increasingly, organizations listen to
the voice of the customer via multiple modes. Some frequently
used modes include focus groups with key customers; close
integration with patients and other key customers; interviews
with lost and potential customers about their health care
purchasing or relationship decisions; use of the patient and other
customer complaint process to understand key service attributes;
win/loss analysis relative to competitors and other organizations
providing similar health care services; and survey or feedback
information, including information collected on the Internet.

3.2 Customer Relationships and Satisfaction: How
do you build relationships and grow customer
satisfaction and loyalty?

Purpose

This Item examines your organizations processes for building
patient and other customer relationships and determining
patient and other customer satisfaction and dissatisfaction,
with the aim of acquiring new patients and other customers,
retaining existing customers, ensuring positive patient and other
customer experiences, and developing new health care market
opportunities.

Comments

B This Item emphasizes how you obtain actionable information
from patients and other customers. Information that is actionable
can be tied to key health care service and organizational
processes and be used to determine cost implications
for setting improvement goals and priorities for change.

B Complaint aggregation, analysis, and root cause determination
should lead to effective elimination of the causes of
complaints and to the setting of priorities for process and
service improvements. Successful outcomes require effective
deployment of information throughout the organization.

B In determining patients’ and other customers’ satisfaction and
dissatisfaction, a key aspect is their comparative satisfaction
with competitors and/or other organizations providing similar
health care services. Such information might be derived
from your own comparative studies or from independent
studies. The factors that lead to patient and other customer
preference are of critical importance in understanding
factors that drive health care markets and potentially
affect longer-term success in the health care marketplace.

B Changing health care service needs and directions might
include changing modes of patient and other customer access,
such as the Internet. In such cases, key contact requirements
might include privacy and access to personal online assistance.
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Measurement, Analysis, and Knowledge Management

4.1

Measurement, Analysis, and Improvement of Organizational Performance

N1. Performance measurement (4.1a) is used in factbased
decision making for setting and aligning organizational
directions and resource use at the work unit, key process,
departmental, and whole organization levels.

N2. Comparative data and information (4.1a[2]) are
obtained by benchmarking and by seeking competitive
comparisons. “Benchmarking” refers to identifying
processes and results that represent best practices and
performance for similar activities, inside or outside the
health care industry. Competitive comparisons relate your
organization’s performance to that of competitors and
other organizations providing similar health care services.
Comparative data might include data from similar
organizations and health care industry benchmarks.
Such data might be derived from surveys, published
and public studies, participation in indicator programs,
or other sources. These data may be drawn from local
or national sources.

N3. Organizational performance reviews (4.1b[1]) should
be informed by organizational performance measurement,
performance measures reported throughout your Criteria

4.2

Item responses, and performance measures reviewed by
senior leaders (1.1b[2]), and they should be guided by
the strategic objectives and action plans described in
Items 2.1 and 2.2. The reviews also might be informed
by internal or external Baldrige assessments.

N4. Analysis (4.1b[1]) includes examining trends;
organizational, health care industry, and technology
projections; and comparisons, cause-effect relationships,
and correlations. Analysis should support your
performance reviews, help determine root causes, and
help set priorities for resource use. Accordingly, analysis
draws on all types of data: patient- and other customer-
related, health care outcomes, financial and market,
operational, and competitive/comparative.

N5. The results of organizational performance analysis
and review should contribute to your organizational
strategic planning in Category 2.

N6. Your organizational performance results should be
reported in Items 7.1-7.6.

Management of Information, Information Technology, and Knowledge

NI1. Data and information access (4.2a[1]) might be via
electronic or other means. Of growing importance to
health care organizations are initiatives to develop and
utilize electronic medical records to share patient data
both within the organization and, as appropriate, with

other health care organizations. Of particular concern
to health care organizations is the need to ensure the
confidentiality of patient records in compliance with
HIPAA.

Measurement, Analysis, and Knowledge
Management (Category 4)

The Measurement, Analysis, and Knowledge Management
Category is the main point within the Criteria for all key
information about effectively measuring, analyzing, and reviewing
performance and managing organizational knowledge to drive
improvement and organizational competitiveness, with specific
attention to performance as a health care provider. In the simplest
terms, Category 4 is the “brain center” for the alignment of your
organization’s health care and administrative operations with its
strategic objectives. Central to such use of data and information
are their quality and availability. Furthermore, since information,
analysis, and knowledge management might themselves be primary
sources of competitive advantage and productivity growth, this
Category also includes such strategic considerations.

4.1 Measurement, Analysis, and Improvement
of Organizational Performance: How do you
measure, analyze, and then improve organizational
performance?

Purpose

This Item examines your organization’s selection, management,
and use of data and information for performance measurement,
analysis, and review in support of organizational planning
and performance improvement as a health care provider. This
performance improvement includes efforts to improve health care
results and outcomes (e.g., through the selection of statistically
meaningful indicators, the risk adjustment of data, and the linking
of outcomes to processes and provider decisions). The Item
serves as a central collection and analysis point in an integrated
performance measurement and management system that relies on
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clinical, financial, and nonfinancial data and information. The aim
of measurement, analysis, review, and improvement is to guide
your organization’s process management toward the achievement
of key organizational results and strategic objectives and to
anticipate and respond to rapid or unexpected organizational or
external changes.

Comments

Alignment and integration are key concepts for successful
implementation of your performance measurement system. They
are viewed in terms of extent and effectiveness of use to meet
your performance assessment needs. Alignment and integration
include how measures are aligned throughout your organization
and how they are integrated to yield organization-wide data
and information. Alignment and integration also include how
performance measurement requirements are deployed by your
senior leaders to track departmental, work group, and process-
level performance on key measures targeted for organization-wide
significance or improvement.

B The use of comparative data and information is important to all
organizations. The major premises for use are (1) your organization
needs to know where it stands relative to competitors, to other
providers, and to best practices; (2) comparative information
and information obtained from benchmarking often provide the
impetus for significant (“breakthrough”) improvement or change;
and (3) comparing performance information frequently leads to
a better understanding of your processes and their performance.
Comparative information also may support analysis and decisions
relating to core competencies, partnering, and outsourcing.

B Your effective selection and use of comparative data and information
require (1) determination of needs and priorities, (2) criteria for
seeking appropriate sources for comparisons— from within and
outside the health care industry and your organization’s markets,
and (3) use of data and information to set stretch goals and to
promote major, nonincremental (“breakthrough”) improvements
in areas most critical to your organization’s strategy.

B Sources of comparative data and information might include (1)
information obtained from other organizations through sharing
or contributing to external reference databases (e.g., the Maryland
Quality Indicator Project), (2) information obtained from the
open literature (e.g., outcomes of research studies and practice
guidelines), and (3) data gathering and evaluation by independent
organizations (e.g., CMS, accrediting organizations [NCQA and
JCAHOJ, and commercial organizations).

B The organizational review called for in this Item is intended to
cover all areas of performance. This includes not only how well you
currently are performing but also how well you are moving toward
the future. It is anticipated that the review findings will provide
a reliable means to guide both improvement and opportunities
for innovation that are tied to your organization’s key objectives,
core competencies, success factors, and measures. Therefore,
an important component of your organizational review is the
translation of the review findings into an action agenda sufficiently
specific for deployment throughout your organization and to your

suppliers, partners, collaborators, and key customers.

Analyses that your organization conducts to gain an understanding
of performance and needed actions may vary widely depending
on your type of organization, size, competitive environment, and
other factors. Examples of possible analyses include

* how health care service improvements correlate with key
patient and other customer indicators, such as satisfaction,
loyalty, and market share

* cost and revenue implications of patient- and other customer-
related problems and effective problem resolution

* interpretation of market share changes in terms of patient
and other customer gains and losses and changes in patient
and other customer satisfaction

e improvement trends in key operational performance
indicators, such as productivity, cycle time (e.g., length
of stay, turnaround times, wait times, and billing delays),
waste reduction, utilization rates, error rates, and cost per
case

* relationships among personal and organizational learning

and value added per staff member

* financial benefits derived from improvements in workforce
safety, absenteeism, and turnover

¢ benefits and costs associated with education and
training, including e-learning and other distance learning
opportunities

* benefits and costs associated with improved organizational
knowledge management and sharing

* the relationship between knowledge management and
innovation

* how the ability to identify and meet workforce capability
and capacity needs correlates with retention, motivation, and
productivity

* cost and revenue implications of workforce-related problems
and effective problem resolution

* individual or aggregate measures of productivity and quality
relative to competitors’ performance

* cost trends relative to competitors’ trends (e.g., cost/case for

key diagnosis-related groups [DRGs])

* compliance with preventive screenings compared to similar
health care providers

* relationships among patient health care quality, operational
performance indicators, and overall financial performance
trends as reflected in indicators such as operating costs,
revenues, asset utilization, and value added per staff
member
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e allocation of resources among alternative improvement
projects based on cost/benefit implications or environmental
and community impact

* net earnings or savings derived from quality,
operational, and workforce performance improvements

e comparisons among cost centers showing how quality and
operational performance improvement affect financial
performance (e.g., impacts of HMO preventive care versus
diagnostic expenses and treatment of potentially preventable
illnesses)

* contributions of improvement activities to cash flow, working
capital use, and shareholder and community value

* financial impacts of customer retention (e.g., retention of

third-party payors)

e cost and revenue implications of new health care market
entry

e health care market share versus profits/financial returns

¢ trends in economic, market, and stakeholder indicators
of value and the impact of these trends on organizational
sustainability

B Individual facts and data do not usually provide an effective
basis for setting organizational priorities. This Item emphasizes
that close alignment is needed between your analysis and your
organizational performance review and between your analysis and
your organizational planning. This ensures that analysis is relevant
to decision making and that decision making is based on relevant
data and information.

B Action depends on understanding cause-effect connections among
processes and between processes and results or outcomes. Process
actions and their results may have many resource implications.
Organizations have a critical need to provide an effective analytical
basis for decisions, because resources for improvement are limited
and causeeffect connections often are unclear.

4.2 Management of Information, Information
Technology, and Knowledge: How do you manage
your information, information technology, and
organizational knowledge?

Purpose

This Item examines how your organization ensures the quality
and availability of needed data, information, software, and
hardware for your workforce, suppliers and partners, collaborators,
and patients and other customers. It also examines how your
organization builds and manages its knowledge assets. The aim
is to improve organizational efficiency and effectiveness and to
stimulate innovation.

Comments

B Managing information can require a significant commitment
of resources as the sources of data and information grow
dramatically. The continued growth of electronic information
within organizations’ operations—as part of organizational
knowledge networks, from the Internet, and in electronic
communication/information transfer, including electronic
medical records—challenges organizational abilities to ensure
reliability, confidentiality, and availability in a user-friendly format.

B Data and information are especially important in partnerships
and supply chains. Your responses to this Item should take
into account this use of data and information and should
recognize the need for rapid data validation and reliability
assurance, given the increasing use of electronic data transfer.

B Organizations should carefully plan how they will continue
to provide an information technology infrastructure, data,
and information in the event of either a natural or manmade
disaster. These plans should consider the needs of all of the
organization’s stakeholders, including the workforce, patients
and other customers, suppliers, partners, and collaborators. The
plans also should be coordinated with the organization’s overall
plan for health care and operational continuity (Item 6.1).

B The focus of an organization’s knowledge management is on the
knowledge that people need to do their work; improve processes
and health care services; keep current with changing business
needs and directions; and develop innovative solutions that
add value for the patient, the customer, and the organization.
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Workforce Focus

5.1

Workforce Engagement

NI1. “Workforce” refers to the people actively involved
in accomplishing the work of your organization. It
includes your organization’s permanent, temporary,
and part-time personnel, as well as any contract
employees supervised by your organization, independent
practitioners (e.g., physicians, physician assistants, nurse
practitioners, acupuncturists, and nutritionists not paid
by the organization), volunteers, and health profession
students (e.g., medical, nursing, and ancillary). It includes
team leaders, supervisors, and managers at all levels.
People supervised by a contractor should be addressed
in Category 6 as part of your larger work systems.

N2. “Workforce engagement” refers to the extent of
workforce commitment, both emotional and intellectual,
to accomplishing the work, mission, and vision of
the organization. Organizations with high levels of
workforce engagement are often characterized by high-
performing work environments in which people are
motivated to do their utmost for the benefit of their
patients and other customers and for the success of
the organization. Workforce engagement also depends
on building and sustaining relationships between
your administrative/operational leadership and your
independent practitioners.

5.2  Workforce Environment

N1. “Workforce capability” refers to your organization’s
ability to accomplish its work processes through the
knowledge, skills, abilities, and competencies of its
people. Capability may include the ability to build
and sustain relationships with your patients and other
customers; to innovate and transition to new technologies;
to develop new health care services and work processes;
and to meet changing health care, business, market, and
regulatory demands. “Workforce capacity” refers to your
organization’s ability to ensure sufficient staffing levels
to accomplish its work processes and successfully deliver
your health care services to your patients, including the
ability to meet varying demand levels.

N3. Compensation, recognition, and related reward and
incentive practices (5.1a[3]) include promotions and
bonuses that might be based on performance, skills
acquired, and other factors. Recognition systems for
volunteers and independent practitioners who contribute
to the work of the organization should be included,
as appropriate. In some government organizations,
compensation systems are set by law or regulation.
However, since recognition can include monetary and
nonmonetary, formal and informal, and individual and
group mechanisms, reward and recognition systems do

permit flexibility.

N4. Your organization may have unique considerations
relative to workforce development, learning, and career
progression. If this is the case, your response to 5.1b
should include how you address these considerations.

N5. Identifying improvement opportunities (5.1c[2])
might draw on your workforce-focused results presented
in Item 7.4 and might involve addressing workforce-
related problems based on their impact on your health
care and business results reported in response to other
Category 7 Items.

N2. Workforce capability and capacity should consider
not only current needs but also future requirements based
on your strategic objectives and action plans reported
in Category 2.

N3. Preparing your workforce for changing capability
and capacity needs (5.2a [4]) might include training,
education, frequent communication, considerations
of workforce employment and employability, career
counseling, and outplacement and other services.
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Workforce Focus (Category 5)

Workforce Focus addresses key workforce practices—those directed
toward creating and maintaining a high-performance workplace
and toward engaging your workforce to enable it and your
organization to adapt to change and to succeed. The Category
covers workforce engagement, development, and management in
an integrated way (i.e., aligned with your organization’s strategic
objectives and action plans). Your workforce focus includes
your capability and capacity needs and your workforce support
climate.

To reinforce the basic alignment of workforce management with
overall strategy, the Criteria also cover human resource planning
as part of overall planning in the Strategic Planning Category
(Category 2).

5.1 Workforce Engagement: How do you engage your
workforce to achieve organizational and personal
success?

Purpose

This Item examines your organizations systems for engaging,
developing, and assessing the engagement of your workforce,
with the aim of enabling and encouraging all members of your
workforce to contribute effectively and to the best of their ability.
These systems are intended to foster high performance, to address
your core competencies, and to contribute to the accomplishment
of your action plans and to organizational sustainability.

Comments

B A particular challenge in some health care organizations
is the breadth of staff relationships—the variety of people
contributing to the delivery of the organization’s services.
This might include paid staff, independent practitioners,
volunteers, and students. The contributions of each of these
groups must be considered in the Workforce Focus Category.

B High-performance work is characterized by flexibility,
innovation, knowledge and skill sharing, good communication
and information flow, alignment with organizational objectives,
patient and other customer focus, and rapid response to
changing health care service and business needs and requirements
of the health care marketplace. The focus of this Item is
on a workforce capable of achieving high performance.

B Many studies have shown that high levels of workforce engagement
have a significant, positive impact on organizational performance.
Research has indicated that engagement is characterized by
performing meaningful work; having organizational direction,
performance accountability, and an efficient work environment;
and having a safe, trusting, and cooperative environment.
In many nonprofit organizations, employees and volunteers
are drawn to and derive meaning from their work, because
the work is aligned with their personal values. In health care
organizations, workforce engagement also is dependent on
building and sustaining relationships between your administrative/
operational leadership and your independent practitioners.

B Factors inhibiting motivation should be understood and
addressed by your organization. Further understanding of
these factors could be developed through workforce surveys
or exit interviews with departing members of your workforce.

B Compensation and recognition systems should be matched to
your work systems. To be effective, compensation and recognition
might be tied to demonstrated skills, peer evaluations, and/or
collaboration among departments and health care practitioners.

B Compensation and recognition approaches also might
include profit sharing, rewards for exemplary team or unit
performance, and linkage to patient and other customer
satisfaction and loyalty measures, achievement of organizational
strategic objectives, or other key organizational objectives.

B Although satisfaction with pay and satisfaction with promotion
are important, these two factors generally are not sufficient to
ensure workforce engagement and high performance. Some
examples of other factors to consider are effective problem and
grievance resolution; development and career opportunities;
work environment and management support; workplace
safety and security; workload; effective communication,
cooperation, and teamwork; job security; appreciation of the
differing needs of diverse employee groups; and organizational
support for serving patients and other customers. Health
care organizations should consider the specific factors that
ensure volunteer and independent practitioner engagement.

B In addition to direct measures of workforce satisfaction
through formal or informal surveys, some other indicators
include absenteeism, turnover, grievances, and strikes.

B Decpending on the nature of your organization’s health care
services, workforce responsibilities, and the stage of organizational
and personal development, workforce development needs might
vary greatly. These needs might include continuing clinical
education; gaining skills for knowledge sharing, communication,
teamwork, and problem solving; interpreting and using data;
meeting patient and other customer requirements, including
language and cultural preferences; accomplishing process analysis
and simplification; reducing waste and cycle time; applying
HIPAA regulations and concepts in daily work; working with and
motivating volunteers; and setting priorities based on strategic
alignment or cost/benefit analysis. Education needs also might
include advanced skills in new technologies or basic skills, such
as reading, writing, language, arithmetic, and computer skills.

B Education and training delivery might occur inside or
outside your organization and could involve on-the-job,
classroom, computer-based, or distance learning, as well as
other types of delivery. Training also might occur through
developmental assignments within or outside your organization.

B When you evaluate the effectiveness of workforce and leader
development and learning systems, measures might address the
impact on individual, unit, and organizational performance;
the impact on patient and other customerrelated performance;
the impact on health care outcomes; and a cost/benefit analysis.
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B Although this Item does not specifically ask you about training
for patient and other customer contact employees, such
training is important and common. It frequently includes
learning critical knowledge and skills in the following areas:
your health care services and your patient and other customers;
how to listen to patients and other customers; how to recover
from problems or failures; and how to effectively manage
or meet patient and other customer expectations or needs.

B An organization’s knowledge management system should
provide the mechanism for sharing the knowledge of employees,
volunteers, independent practitioners, and the organization
to ensure that high-performance work is maintained through
transitions. Each organization should determine what
knowledge is critical for its operations and should then
implement systematic processes for sharing this information.
This is particularly important for implicit knowledge (i.e.,
knowledge personally retained by members of the workforce).

To help people realize their full potential, many organizations
use individual development plans prepared with each
person that address his or her career and learning objectives.

those needs to accomplish the work of your organization, and
how you ensure a safe and supportive work climate. The aim is
to build an effective environment for accomplishing your work
and for supporting your workforce.

Comments

B Most organizations, regardless of size, have many opportunities
to support their workforce. Some examples of services, facilities,
activities, and other opportunities are personal and career
counseling, career development and employability services,
recreational or cultural activities, formal and informal recognition,
nonwork-related education, day care, special leave for family
responsibilities and community service, flexible work hours and
benefits packages, outplacement services, and retiree benefits,
including extended health care and ongoing access to services.

B All organizations, regardless of size, are required to meet
minimum regulatory standards for workplace safety; however,
high-performing organizations have processes in place to
ensure that they not only meet these minimum standards
but go beyond a compliance orientation. This includes

designing proactive processes, with input from people directly
52 VVor/eforce Environment: How do you build an involved in the work, to ensure a safe working environment.
effective and supportive workforce environment?

Purpose

This Item examines your organization’s workforce environment,
your workforce capability and capacity needs, how you meet
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Process Management

6.1

Work Systems Design

6.2

N1. “Core competencies” (6.la) refers to your
organization’s areas of greatest expertise. Your
organization’s core competencies are those strategically
important capabilities that provide an advantage in your
marketplace or service environment. Core competencies
frequently are challenging for competitors or suppliers
and partners to imitate and provide a sustainable
competitive advantage.

N2. “Work systems” refers to how the work of your
organization is accomplished. Work systems involve
your workforce, your key suppliers and partners, your
contractors, your collaborators, and other components
of the supply chain needed to produce and deliver your
health care services and business and support processes.
Your work systems coordinate the internal work processes
and the external resources necessary for you to develop,
produce, and deliver your health care services to your
patients and other customers and to succeed in your
marketplace.

N3. In health care organizations, the work systems
focus on delivery of health care services. These services
refer to patient and community service processes for the
purpose of prevention, maintenance, health promotion,

Work Process Management and Improvement

screening, diagnosis, treatment/therapy, rehabilitation,
recovery, palliative care, or supportive care. These include
services delivered to patients through other providers
(e.g., laboratory and radiology studies). Work systems also
may include the conduct of health care research and/or
a teaching mission, as appropriate to your organization’s
mission.

N4. Your key work processes (6.1b[1]) are the processes
that involve the majority of your organization’s workforce
and produce patient, other customer, and stakeholder
value. Your key work processes are your most important
health care service design and delivery, business, and
Support processes.

N5. Disasters and emergencies (6.1¢c) might be weather-
related, utility-related, security-related, or due to a local
or national emergency, including potential pandemics
such as an avian flu outbreak. Health care organizations
should consider both communityrelated disasters, where
they play a role as first responders, and organization-
specific incidents that threaten continued operations (e.g.,
fire, building damage, or loss of power/water). Emergency
considerations related to information technology should
be addressed in Item 4.2.

NI1. Design requirements should consider patient safety,
coordination and continuity of care, and regulatory,
accreditation, and payor requirements, as appropriate.

N2. To improve process performance (6.2b) and reduce
variability, you might implement approaches such
as the Plan-Do-Check-Act methodology, Six Sigma
methodology, a Lean Enterprise System, use of ISO
9000:2000 standards, or other process improvement
tools.

N3. The results of improvements in health care outcomes
and health care processes should be reported in Item
7.1. All other work process performance results should
be reported in Item 7.5.
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Process Management (Category 6)

Process Management is the focal point within the Criteria for
your key work systems and work processes. As appropriate to an
organization’s mission, work processes might include the conduct
of health care research and/or the teaching of medical/nursing
students or allied health professionals. Built into the Category are
the central requirements for identification and management of your
core competencies to achieve efficient and effective work process
management: effective design; a prevention orientation; linkage to
patients and other customers, suppliers, partners, and collaborators
and a focus on value creation for all key stakeholders; operational
performance; cycle time; emergency readiness; and evaluation,
continuous improvement, and organizational learning.

Agility, cost efficiencies, and cycle time reduction are increasingly
important in all aspects of process management and organizational
design. In the simplest terms, “agility” refers to your ability to
adapt quickly, flexibly, and effectively to changing requirements.
Depending on the nature of your organization’s strategy and
markets, agility might mean rapid change to a new technology
or treatment protocol, rapid response to changing payor
requirements, or the ability to produce a wide range of patient-
focused services. Agility also increasingly involves decisions to
outsource, agreements with key suppliers, and novel partnering
arrangements. Flexibility might demand special strategies, such
as sharing facilities or workforce resources, cross-training, and
providing specialized training. Cost and cycle time reduction
often involve Lean process management strategies. It is crucial
to utilize key measures for tracking all aspects of your overall
process management.

6.1 Work Systems Design: How do you design your

work systems?
Purpose

This Item examines your organization’s core competencies,
work systems, and design of work processes, with the aim of
creating value for your patients and other customers, preparing
for potential emergencies, and achieving organizational success
and sustainability.

Comments

B This Item calls for information on your key work processes.
The information required includes a description of the
key work processes and their specific requirements.
Increasingly, these requirements might include the need
for agility—speed and flexibility—to adapt to change.

B Design processes might address modifications and variants of
existing health care services that might result from the shift
of a service from an inpatient to an outpatient setting, the
introduction of new technology for an existing service, or the
institution of critical pathways. You should consider the key
requirements for your health care services. Factors that might
need to be considered in design include desired health care
outcomes; safety and risk management; timeliness, access,

coordination, and continuity of care; patient involvement in
care decisions; variability in customer expectations requiring
health care service options; environmental impact and use of
“green” technology; measurement capability; process capability;
availability or scarcity of staff with critical skills; availability of
referral sources; supplier capability; technology; facility capacity
or utilization; regulatory requirements; and documentation.
Effective design also must consider cycle time and productivity of
health care service delivery processes. This might involve detailed
mapping of health care service delivery processes and redesigning
(“re-engineering”) those processes to achieve efficiency, as well
as to meet changing patient and other customer requirements.

B Your key work processes include those nonhealth care service
processes that are considered important to organizational success
and growth by your senior leaders. These processes frequently
relate to an organization’s core competencies, strategic objectives,
and critical success factors. Key work processes might include
processes for innovation, research and development, technology
acquisition, information and knowledge management, supply
chain management, supplier partnering, outsourcing, mergers and
acquisitions, project management, and sales and marketing. For
some nonprofit organizations, key work processes might include
fundraising, media relations, and public policy advocacy. Given the
diverse nature of these processes, the requirements and performance
characteristics might vary significantly for different processes.

B Your key work processes include those support processes that
support your daily operations and your health care service
delivery but are not usually designed in detail with the health
care services. The support process requirements usually do
not depend significantly on health care service characteristics.
Support process design requirements usually depend significantly
on your internal requirements, and they must be coordinated
and integrated to ensure efficient and effective linkage and
performance. Support processes might include processes for
housekeeping, medical records, finance and accounting, facilities
management, legal services, human resource services, public
relations, community relations, and other administrative services.

B For many organizations, supply chain management is a growing
factor in achieving productivity and profitability goals and overall
organizational success. Suppliers, partners, and collaborators
are receiving increasing strategic attention as organizations re-
evaluate their core competencies. Supplier processes should fulfill
two purposes: to help improve the performance of suppliers
and partners and, on specific actions, to help them contribute
to your organization’s improved work systems. Supply chain
management might include processes for supplier selection,
with the aim of reducing the total number of suppliers and
increasing preferred supplier and partnering agreements.

B Many organizations need to consider requirements for suppliers,
partners, and collaborators at the work system and work process
design stage. Overall, effective design must take into account
all stakeholders in the continuum of care. If many design
projects are carried out in parallel or if your organization’s
health care services utilize equipment and facilities that are
used by multiple services, coordination of resources might be a
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major concern, but it also might offer a means to significantly
reduce costs and time to design and implement new services.

B This Item calls for information on the incorporation of new
technology. This could include e-technology for sharing information
with suppliers, partners, and collaborators; communicating with
patients and other customers; and giving them continuous
(24/7) access and automated information transfer. Examples
include electronic medical records and the use of telemedicine.

B Efforts to ensure the continuity of operations in a community
emergency should consider all facets of your organization’s
operations that are needed to provide health care services to
patients and other customers. You should consider all your
key work processes in your planning. The specific level of
service that you will need to provide will be guided by your
organization’s mission and your patients’ and other customers’
needs and requirements. Health care providers will likely have
a higher need for continuity of services than organizations
that do not provide an essential function. Your continuity
of operations efforts also should be coordinated with your
efforts to ensure data and information availability (Item 4.2).

6.2 Work Process Management and
Improvement: How do you manage and improve
your key organizational work processes?

Purpose

This Item examines the implementation, management, and
improvement of your key work processes, with the aim of
creating value for your patients and other customers and achieving
organizational success and sustainability.

Comments

B Specific reference is made to in-process measurements and
patient and other customer and supplier interactions. These
measurements and interactions require the identification of critical
points in processes for measurement, observation, or interaction.
These activities should occur at the earliest points possible in
processes to minimize problems and costs that may result from
deviations from expected performance. Achieving expected
performance frequently requires setting in-process performance

levels or standards to guide decision making. When deviations
occur, corrective action is required to restore the performance of
the process to its design specifications. Depending on the nature
of the process, the corrective action could involve technical and
human considerations. Proper corrective action involves changes
at the source (root cause) of the deviation. Such corrective
action should minimize the likelihood of this type of variation
occurring again or elsewhere in your organization. When patient
and other customer interactions are involved, differences among
patients and other customers must be considered in evaluating
how well the process is performing. This might entail allowing
for specific or general contingencies, depending on the patient
and other customer information gathered. This is especially true
of professional and personal services. Key process cycle times in
some organizations may be a year or longer, which may create
special challenges in measuring day-today progress and identifying
opportunities for reducing cycle times, when appropriate.

Critical to patient-focused delivery of health care are the
considerations of patient expectations, the setting of realistic
patient expectations relative to likely health care outcomes,
and the opportunity for patients to participate on an informed
basis in decision making relative to their own health care.

This Item also calls for information on how processes are
improved to achieve better performance. Better performance
means not only better quality from your patients’ and other
customers’ perspectives and better health care outcomes but
also better financial and operational performance—such as
productivity—from your other stakeholders™ perspectives. A
variety of process improvement approaches are commonly
used. These approaches include (1) sharing successful strategies
across your organization to drive learning and innovation, (2)
performing process analysis and research (e.g., process mapping,
optimization experiments, error proofing), (3) conducting
research and development, (4) benchmarking, (5) using
alternative technology, and (6) using information from patients
and other customers of the processes—within and outside
your organization. Process improvement approaches might
utilize financial data to evaluate alternatives and set priorities.
Together, these approaches offer a wide range of possibilities,
including a complete redesign (“re-engineering”) of processes.
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Results

7.1

Product and Service Outcomes

~
bo

N1. Health care results reported in this Item should relate
to the key health care features identified as patient and
other customer requirements or expectations in P1b(2),
based on information gathered in Items 3.1 and 3.2. The
measures or indicators should address factors that affect
patient and other customer preference, such as those
included in Item P1, Note 7, and Item 3.1, Note 4.

N2. For many health care organizations, health care
performance measures are mandated by regulatory,

Customer-Focused Outcomes

accreditor, or payor bodies. Examples of these bodies
include CMS and state health care agencies, JCAHO,
and the National Committee for Quality Assurance

(NCQA). These measures should be identified as

mandated in your response to this Item.

N3. Key health care results should be tailored to your
organization and should include both mandated and
nonmandated results.

N
Y

N1. Patient and other customer satisfaction and
dissatisfaction results reported in this Item should relate
to the patient and other customer groups and market
segments discussed in P1(b)2 and Item 3.1 and to
the determination methods and data described in Item
3.2. Other customers might include patients’ families,
the community, insurers and other third-party payors,
employers, health care providers, patient advocacy groups,
Departments of Health, and students.

N2. There may be several different dimensions of patient
satisfaction, such as satisfaction with the quality of care,

Financial and Market Outcomes

satisfaction with provider interactions, satisfaction with
long-term health outcomes, and satisfaction with ancillary
services. All of these areas are appropriate satisfaction
indicators.

N3. Measures and indicators of patients’ and other
customers’ satisfaction with your services relative to
their satisfaction with competitors or other organizations
providing similar health care services (7.2a[1]) might
include information and data from your customers and
from independent organizations.

Responses to 7.3a(1) might include aggregate measures
of financial return, such as return on investment (ROI),
operating margins, profitability, or profitability by health
care market or patient and other customer segment.
Responses also might include measures of financial

7.4  Workforce-Focused Outcomes

viability, such as liquidity, debt-to-equity ratio, days
cash on hand, asset utilization, cash flow, and bond
ratings (if appropriate). Measures should relate to the
financial measures reported in 4.1a(1) and the financial
management approaches described in Item 2.2.

NI1. Results reported in this Item should relate to
processes described in Category 5. Your results should
be responsive to key work process needs described in
Category 6 and to your organization’s action plans and
human resource plans described in Item 2.2.

N2. Responses to 7.4a(1) should include measures and
indicators identified in response to 5.1c(1).

N3. Results for paid staff, independent practitioners,
volunteers, and health profession students should be
included, as appropriate.
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7.5

Process Effectiveness Outcomes

7.6

N1. Results reported in Item 7.5 should address
your key operational requirements as presented in the
Organizational Profile and in Items 6.1 and 6.2. Include
results not reported in Items 7.1-7.4.

N2. Results reported in Item 7.5 should provide key
information for analysis and review of your organizational
performance (Item 4.1) and should provide the
operational basis for product and service outcomes (Item
7.1), patient- and other customer-focused outcomes (Item
7.2), and financial and market outcomes (Item 7.3).

Leadership Outcomes

N3. Appropriate measures and indicators of work system
performance (7.5a[1]) might include audit, justin- time
delivery, and acceptance results for externally provided
products, services, and processes; supplier and partner
performance; health care service and work system
innovation rates and results; simplification of internal
jobs and job classifications; work layout improvements;
changing supervisory ratios; response times for emergency
drills or exercises; and results for work relocation or
contingency exercises.

NI1. Measures or indicators of strategy and action plan
accomplishment (7.6a[1]) should address your strategic
objectives and goals identified in 2.1b(1) and your action
plan performance measures and projected performance
identified in 2.2a(6) and 2.2b, respectively.

N2. For examples of measures of ethical behavior and
stakeholder trust (7.6a[2]), see Item 1.2, Note 7.

N3. Responses to 7.6a(3) might include financial
statement issues and risks, important internal and
external auditor recommendations, and management’s
responses to these matters. For some nonprofit health
care organizations, results of IRS 990 audits also might

be included.

N4. Accreditation, assessment, and regulatory and legal
compliance results (7.6a[4]) should address requirements
described in 1.2b. If your organization has received
sanctions or adverse actions under law (including
malpractice), regulation, accreditation, or contract during
the past three years, briefly describe the incident(s)
and current status. If settlements have been negotiated
in lieu of potential sanctions or adverse actions, give
explanations. Workforce-related occupational health
and safety results (e.g., Occupational Safety and Health
Administration [OSHA] reportable incidents) should be
reported in 7.4a(3).

N5. Organizational citizenship and community health
results (7.6a[5]) should address support of the key

communities discussed in 1.2c.
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Results (Category 7)

The Results Category provides a results focus that encompasses
your objective evaluation and your patients’ and other customers’
evaluation of your organization’s health care outcomes and
processes, your overall financial and health care market
performance, your workforce results, your leadership system and
social responsibility results, and results of all key processes and
process improvement activities. Through this focus, the Criteria’s
purposes—superior health care quality and value as viewed
by your patients and other customers and the marketplace;
superior organizational performance as reflected in your clinical,
operational, workforce, legal, ethical, and financial indicators; and
organizational and personal learning—are maintained. Category 7
thus provides “real-time” information (measures of progress) for
evaluation and improvement of health care processes and outcomes
and all key processes, in alignment with your overall organizational
strategy. Item 4.1 calls for analysis and review of results data and
information to determine your overall organizational performance
and to set priorities for improvement.

7.1 Product and Service Outcomes: What are
your health care results?

Purpose

This Item examines your organization’s key health care outcomes
and health care process results, with the aim of achieving health
care outcomes, process quality, and value that lead to patient and
other customer satisfaction, loyalty, and positive referrals.

Comments

B This Item addresses those measures that best reflect your
organization’s success in delivering on its mission as a health care
provider. The Item calls for the use of key data and information
to establish your organization’s performance on health care
outcomes and processes and in delivering health care. Overall,
this is the most important Item in the Health Care Criteria, as it
focuses on demonstrating improving health care results over time.

B This Item addresses the use of comparative data. Comparative data
from external organizations (e.g., CMS, state health care agencies,
NCQA, JCAHO, and the Maryland Quality Indicator Project) for
your patient population are useful in demonstrating superior results
relative to other organizations that provide similar health care services.

B This Item places emphasis on measures of health care service
performance that serve as indicators of patients’ and other
customers views and health care decisions relative to continuing
future interactions with your organization and/or positive referral.
These measures of service performance are derived from patient- and
other customer related information gathered in Items 3.1 and 3.2.

B Health care process measures appropriate for inclusion
might be based on the following: patient safety practices,
adherence to treatment protocols, care plans, critical

pathways, care bundles, medication administration, patient
involvement in decisions, timeliness of care, information
transfers and communication of treatment plans and orders,
and coordination of care across practitioners and settings.

B Patient outcome measures might include improvement in perceived
pain, resumption of activities of daily living, patient return to work,
decreased severity of decubitus ulcer, reduction of use of physical
restraints, effectiveness of assessment/ screening/treatment/therapy,
decreased mortality and morbidity, and long-term survival rates.

B The correlation between health care service performance and
patient/customer indicators is a critical management tool with
multiple uses: (1) defining and focusing on key quality and patient/
customer requirements; (2) identifying service differentiators in
the health care marketplace; and (3) determining cause-effect
relationships among your health care service attributes and evidence
of customer satisfaction and loyalty, as well as positive referrals. The
correlation might reveal emerging or changing market segments,
the changing importance of requirements, or even the potential
obsolescence of health care and other patient/service offerings.

7.2 Patient- and Other Customer-Focused
Outcomes: What are your patient- and other
customer-focused performance results?

Purpose

This Item examines your organization’s patient- and other
customer-focused performance results, with the aim of
demonstrating how well your organization has been satisfying
your patients and other customers and has developed loyalty,
retention, and positive referrals, as appropriate.

Comments

B This Item focuses on all relevant data used to determine and help
predict your organization’s performance as viewed by your patients
and other customers. Relevant data and information include patient
and other customer satisfaction and dissatisfaction; retention,
gains, and losses of patients and other customers and patient and
other customer accounts; patient and other customer complaints,
and complaint management, and effective complaint resolution;
patient- and other customer-perceived value based on health care
quality, outcomes, and cost; patient and other customer assessment
of access and ease of use (including patient and other courtesy in
service interactions); and awards, ratings, and recognition from
patients and other customers and independent rating organizations.

B This Item places an emphasis on patient- and other customer-
focused results that go beyond satisfaction measurements,
because loyalty, retention, positive referral, and longer-
term patient and other customer relationships are better
indicators and measures of future success in the health
care marketplace and of organizational sustainability.
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7.3 Financial and Market Outcomes: What are your
financial and marketplace performance results?

Purpose

This Item examines your organization’s key financial and
health care market results, with the aim of understanding your
financial sustainability and your marketplace challenges and
opportunities.

Comments

B Measures reported in this Item are those usually tracked
by senior leadership on an ongoing basis to assess your
organization’s financial performance and viability.

B In addition to the measures included in Item 7.3, Note 1,
appropriate financial measures and indicators might include
revenues, budgets, profits or losses, cash position, net assets, debt
leverage, cash-to-cash cycle time, earnings per share, financial
operations efficiency (collections, billings, receivables), and
financial returns. Marketplace performance measures might include
measures of growth, charitable donations and grants received, new
services and markets entered (including e-services for patients
and other customers), new populations served, or the percentage
of income derived from new health care services or programs.

7.4 Workforce-Focused Outcomes: What are your

workforce-focused performance results?
Purpose

This Item examines your organization’s workforce-focused
performance results, with the aim of demonstrating how well
your organization has been creating and maintaining a productive,
engaging, and caring work environment for all members of your
workforce.

Comments

B Results measures reported for indicators of workforce engagement
and satisfaction might include improvement in local decision
making, commitment to organizational change initiatives such as
implementation of evidencebased care processes, organizational
culture, and workforce or leader development. Input data,
such as the extent of training, might be included, but the
main emphasis should be on data that show effectiveness or
outcomes. An example of such an outcome measure might be
increased workforce retention resulting from establishing a peer
recognition program or the number of promotions that have
resulted from the organization’s leadership development program.

B Results reported might include generic or organizationspecific
factors. Generic factors might include safety, absenteeism, turnover,
satisfaction, and complaints (grievances). For some measures,
such as absenteeism and turnover, local or regional comparisons
might be appropriate. Organization-specific factors are those you
assess for determining your workforce engagement and climate.
These factors might include the extent of training, retraining, or
cross-training to meet capability and capacity needs; the extent

and success of self-direction; the extent of union-management
partnering; or the extent of volunteer and independent
practitioner involvement in process and program activities.

7.5 Process Effectiveness Outcomes: What are your
process effectiveness results?

Purpose

This Item examines your organizations other key operational
performance results not reported in Items 7.1-7.4, with the
aim of achieving work system and work process effectiveness
and efficiency.

Comments

B This Item encourages your organization to develop and
include unique and innovative measures to track key processes
and operational improvement. All key areas of health care
service delivery and operational performance, including your
organization’s readiness for emergencies, should be evaluated by
measures that are relevant and important to your organization.

B Measures and indicators of process effectiveness and efficiency
might include work system performance that demonstrates
improved cost savings or higher productivity by using internal
and/or external resources; internal responsiveness indicators,
such as cycle times and turnaround times; utilization rates;
waste reduction, such as reducing repeat diagnostic tests;
cost reduction; strategic indicators, such as innovation rates,
time to new health care service introduction, and increased
use of e-technology; and supply chain indicators, such as
reductions in inventory, increases in quality and productivity,
Six Sigma initiative results, improvements in electronic data
exchange, and reductions in supply chain management costs.

7.6 Leadership Outcomes: What are your leadership results?
Purpose

This Item examines your organization’s key results in the areas
of leadership and governance, strategic plan accomplishment, and
societal responsibilities, with the aim of maintaining a fiscally sound,
ethical organization that is a good citizen in its communities.

Comments

B Because many organizations have difficulty determining
appropriate measures, measuring progress in accomplishing their
strategic objectives is a key challenge. Frequently, these progress
measures can be discerned by first defining the results that would
indicate end-goal success in achieving the strategic objective
and then using that end-goal to define intermediate measures.

B Independent of an increased national focus on issues of
governance, ethics, and leadership accountability, it is important
for organizations to practice and demonstrate high standards of
overall conduct. Governance bodies and senior leaders should
track relevant performance measures on a regular basis and
emphasize this performance in stakeholder communications.
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B Results reported should include key accreditation and
regulatory review findings, patient safety data, staff licensure
and recredentialing determinations, external audits, proficiency
testing results, and utilization review results, as appropriate.

Results reported should include environmental, legal, and
regulatory compliance; results of oversight audits by government
or funding agencies; and noteworthy achievements in these

areas, as appropriate. Results also should include indicators
of support for key communities and other public purposes,
including contributions to improving community health.

If your organization has received sanctions or adverse
actions under law (including malpractice), regulation,
accreditation, or contract during the past three years, the
incidents and their current status should be summarized.
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