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Abstract

Performance measurement is an important tool for any organisation that wants
to know what it has been doing, whether it meets expected standards and
objectives or how it fairs in comparison to similar organisation in the same
arena. However, this paper suggests that before it is possible to develop
meaningful criteria of performance measurement that provide both feed-back and
feed-forward information it is necessary to have a tailored and contextual
organisational framework that reflects the realities of performance. In this case,
it is necessary to conceptualise what is actually involved in hospital performance
and attention is drawn to an integrated holistic framework of organisational
inputs, structures, processes and outcomes. Through such an approach four
dimensions or fields of organisational outcomes are highlighted for the NHS
hospital that are seen as representing both essential organisational means but
also the fundamental ends of hospital performance. It is believed that these
should not be examined in an isolated fashion but should be discussed with
reference to each other, the organisational features that produced them and the
wider health care context. However, little attention is given to specific
performance measures, as it is believed that it is possible to rely on a range of
well-established techniques that, once integrated within the model presented
here, may provide a complete picture.
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Introduction

Performance measurement is an important tool for any organisation. Through the

collection of information it is possible to determine what an organisation has been

doing and whether this is satisfactory in relation to objectives, assumptions or

similar organisations in the same arena of activity. Performance measurement is

therefore concerned with organisational outcomes, but also the activities and

procedures that lead to these consequences.

However, ‘performance’ is a highly problematic and complex concept (Jackson

1998), given that it is difficult to isolate a single and transferable meaning that

reflects all the possible uses (Carter 1991). Moreover, the semantic can vary

depending upon normative assumptions, intentions, and the organisation, object,

or person in question. For example, comparing the performance of a family car, a

formula one racing car and a bicycle has different meanings in terms of number

of passengers, speed or environmentally friendliness. The meaning of

performance is dependant upon both the item for measurement and on what terms

(and why) it is being measured. While it also remains important to differentiate

between the act of performance and the consequences of performance; a

distinction that is frequently difficult in the service sector where the acts of

performance are simultaneously elements of outcome. Understanding the

performance of any organisation is, therefore, complex and necessitates a

thoughtful, tailored and explicit approach. Furthermore, for performance

measures to have any real use, as well as being both explicit and relevant, they

should also be both comprehensible and manageable (Carter 1991), in terms of

collection, analysis and informing future activity. Without these necessary

preconditions there is little role for performance data.

In the National Health Service (NHS) performance measurement is littered with

problems. It is difficult to know which aspects of the health service should be

measured, let alone find the right and consistent mechanisms for collecting and

comparing the data across departments and hospitals. The last twenty-five years

has seen an explosion in hospital performance measurement, closely associated

with expansion of hospital management and quasi-marketeering. However, the

re-packaging of routine health service data constitutes the main mechanism for

performance assessment and it is believed that this information should be used

with caution (Allen et al. 1987). Carter (1991: 96) believes that the NHS has just
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about all the factors liable to make the definition and measurement of

performance difficult.

“It is characterised by heterogeneity, complexity and uncertainty. That is, it is

a multi-product organization, which has to mobilise a large cast with a high

degree of interdependence between the different actors and where the

relationships between the activity and impact is often uncertain. It is not

always clear who ‘owns’ the performance; the activities of the NHS are only

one of many factors influencing the health of the population.”

The act of health service performance measurement is invariably associated with

a particular normative or theoretical perspective. Governmental hospital

performance indicators are predominantly associated with political demands for

process efficiency (Ham 1992). Other approaches have different normative

assumptions associated with particular theories, such as financial accounting,

quality assurance, health economics or public health. These different methods of

analysing health care performance each hold normative differences: differences

that may obscure comprehensive and meaningful analysis of organisational

performance.

The argument in this paper is not, therefore, concerned with recommending a

particular approach or specific criteria of measurement. Little attention is given to

techniques, such as patient satisfaction surveys, quality assurance, financial

auditing or governmental targets. Such research and analysis has been dealt with

elsewhere (for example, The Audit Commission 2000, Bartlett and Le Grand

1994, Donabedian 1980, Lam 1997). It is believed that while these are indeed

important areas in the performance measurement discussions, they are too

focussed and do not “step back” and capture the wider picture of hospital

performance.

It is believed, therefore, that before it is possible to develop any performance

measurement tool, it is imperative to comprehend what it actually means for a

hospital to perform. This means that it is necessary to take account of the realities

and context of specific organisational activity. Once a thoroughly worked out

conception of organisational performance has been accomplished it is then

possible to develop an holistic appreciation of its consequences. Understanding

performance comes before understanding performance measurement. It is only
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through such activities that a meaningful normative and comparative framework

of hospital performance can exist.

This seminal discussion paper attempts to develop a generalist model of the

organisational elements implicit in hospital performance; to highlight their

interrelationships and show that there are fundamental differences and

relationships between process and outcome performance; the means and the ends.

It is believed that this will then help generate a framework for performance

measurement that facilitates the attempt to collect, measure and understand

‘meaningful’ hospital performance. Four transferable dimensions for the NHS

hospital are outlined that are related to specific aspects of hospital organisation

and performance. It is believed that this approach is consistent with general

theories of performance management in that it encourages the analysis of

performance in relation to strategy and activity: feedback and feed-forward

(Booth 1997).

This model of hospital performance and the subsequent framework of

measurement dimensions should, therefore, have the basic capacity to feed into

any hospital performance research without being too predetermined as to its

measures and tools. In this instance it will be discussed with reference to the

Aston Centre for Health Service Organisation Research study into Human

Resource Management (HRM) and Trust effectiveness in the NHS.

The outline of this paper is as follows. The first main section presents a brief

history of NHS performance measures. It is believed that not only does this show

the normative and political influences implicit in this area, but it also highlights

some of the main critical issues that should be addressed by any attempt to

develop a performance model and measurement framework. The paper then

proceeds to outline the main organisational components involved in NHS hospital

performance and from this suggest dimensions and relationships on which

hospital performance should be addressed. The final section of the paper briefly

attempts to develop this model in terms of the current research being carried out

in the Aston Centre for Health Services Organisation Research. Prior to this,

however, attention is given to some of the basic approaches to performance

measurement and management. While these have typically been developed

outside of the NHS it is believed that they may illustrate some of the main
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objectives of performance assessment, some of the problems and how they could

be related to the health sector.

Performance measurement

According to Booth (1997) a system of performance measurement is essential for

an organisation to grasp what it has being doing, whether this activity meets the

expected or required standards, and through such inquiry, performance data can

help direct future organisational strategies and energies. It is, therefore, a

mechanism for organisational feedback and strategic planning. This means that

performance measurement should concerned with what an organisation has done

and how it is accomplished it.

Traditional theories of performance have their primary concern with financial

performance, such as profit and market share, possibly reflecting the competitive

business roots of this discipline. For the bulk of private sector firms such

measures are quite suitable given such financial issues are the “bottom line” for

organisational success. Delivering a product or a service is an organisational

outcome that provides the means for achieving the desired profitable ends. This

includes the act of production, marketing and selling to the customer. In the NHS,

however, the bottom line is securing better health for the patient, community and

nation (DH 1997). The hospital produces healthy people (ideally) as an end in

itself, while financial and other organisational performance aspects provide the

means. This is therefore a question of appropriate means and ends. For example,

a hospital could have fantastic financial performance, but this is meaningless if

patient care has suffered in the achievement. It is important to realise that in

many cases of emergency financial performance is totally erroneous, for example,

following a tragic accident, such as a train crash. In such cases life and health

outcomes are the absolute outcome: finance is not. Although these are extremes, a

hospital in the NHS is primarily concerned with delivering health care

effectively, efficiently and fairly. It is therefore necessary to establish the

appropriate means and ends. It is interesting to note that this is where any

similarity between non-profit hospitals in the USA and hospitals in the NHS

ends, as non-profit hospitals remain concerned with securing market share

(Bartlet and Le Grand 1994).
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More advanced theories of performance measurement have attempted to utilise

non-financial information and link these with the strategy and aims of the

organisation. The Balanced Score Card approach (Kaplan and Norton 1992)

consists of financial, process, customer and learning dimensions for performance

(see figure 1). Such a model addresses organisational performance on a range of

dimensions that reflects more of the features involved in organisational activity

and results. However, while this approach is a clear improvement on those

theories that look purely at financial data, it remains inapplicable for the NHS

hospital. For example, “customer retention” is not suitable in a system that relies

on local hospitals and GP referrals and with little consumer sovereignty. “Market

share” is erroneous, even in an internal market, because of the clear lack of real

market conditions, the reliance on service planning and GP referral patterns

(Harrison and Bartlett 1993, Paton 1999). While the model does not explicitly

link the ‘what’s’ and ‘how’s’ of performance in a specific organisational

framework that facilitates organisational feedback and feed-forward information

(Booth 1997).

Figure 1. The balanced scorecard (source: Booth 1997)

A more sophisticated model of performance measurement that provides both

feedback and feed forward information has been developed in the analysis of

organisational performance in service businesses (Brignall et al 1991, Brignall

and Ballantine 1996). The main variation between this model and others is the

recognition that organisations ‘compete’ on many factors other than cost and

price. The resultants and determinants framework (RDF) comprises of six
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dimensions of performance, two of which (financial performance and

competitiveness) are seen in the traditional sense as results. The other four

(resource utilisation, quality of service, innovation and flexibility) constitute the

determinants and reflect some of the main consequences of organisational

activity, development and service deliver (see figure 2).

The complexity of the RDF reflects its origins in the service sector, where it is

typically difficult to clearly differentiate between organisational outcomes and

process. It has subsequently been applied to the health sector where Ballantine et

al (1998) used it to assess the performance of health care providers in both

Sweden and the UK,. This was inspired in part by the introduction of the internal

market and the need for better information systems to inform management

planning and marketeering. This approach found that some of the best measures

of success were resource utilisation, flexibility and quality, not necessarily the

financial dimensions of performance. Therefore while its underlying focus may

have been financial outcomes - a completely valid area of enquiry - it also

demonstrated the need to look at a wider range of issues and elements of

performance, both internal issues of means and ends and external contextual

factors.

This small review of performance measurement indicates some of the issues

central to performance measurement in the NHS. The ability for performance

measures to provide meaningful feedback information related to aims and

objectives has been emphasised. This means that it is necessary to have a relevant

conception of the means and the ends of performance and this can then feed into

management planning. Linked to this, it has also become clear that it is important

not to neglect areas of measurement and bias a performance criterion towards a

particular or narrow normative perspective. This may have the effect of obscuring

a sufficiently detailed and relevant assessment. It is therefore necessary to both

establish the appropriate and complete focus or foci of enquiry relevant to the

given organisation and sector. It is for similar reasons that when studying the

performance of hospitals in the internal market, Bartlett and Le Grand (1994)

emphasised the need to comprehend the organisational and theoretical

characteristics of the NHS trust in order to enable accurate analysis. Accordingly,

before it is possible to develop a better performance framework it is necessary to

outline how a hospital is organised and what is involved in successful

performance.
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Figure 2. The results and determinants framework (source Brignall and

Ballantine 1996)

Health service measures of performance

Health care performance measurement is not a recent trend synonymous with

political targets or contemporary organisational theory. Early records show that

the Babylonian Laws of Hammurabi (c. 1800 BC) make reference to the

comparative monetary value of surgical success and the physical penalties for

surgical malpractice (Rosser 1983). However, subsequent systems of

measurement are not evident until the eighteenth century (AD). The modern

development of hospital performance measurement is associated with the work of

Dr Clifton in 1732 and then Florence Nightingale in the mid-nineteenth century.

These health care professionals advocated the collection of in-patient data to

facilitate the analysis and assessment of hospital performance (Jowett and

Rothwell 1988). Rosser (1983) believes that Nightingale’s system of information

collection, with outcome measures for ‘dead’, ‘relieved’ and ‘unrelieved’, was

possibly the first to promote health service change because it demonstrated the
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benefits of the re-designed hospital ward. By the late-nineteenth century,

workforce and costing data was also collected with the introduction and extension

of the Birmingham Uniformed System of Hospital Accounts. However, by the

late nineteenth the integrity of this information was openly criticised as being

open to simplistic employment and interpretation; establishing a common

criticism for future attempts to measure hospital performance.

The creation of the National Health Service (NHS) in 1948 saw the first

systematic attempt to regularly collect consistent and comparative hospital data,

with the introduction of the SH3 return. This was predominantly concerned with

gathering information about admissions, lengths of stay, outpatients, discharges,

bed availability and waiting lists. Not surprisingly, this constituted an enormous

amount of information concerning hospital inputs, throughputs, occupancy and

other operational data. However, little effort was made to draw any meaningful

conclusions or promote, reinforce or develop new service strategies (Jowett and

Rothwell 1988). Systematic analysis of this data to promote service change did

not have real impact until the 1970s, with bodies such as the Resource Allocation

Working Party (RAWP).

The NHS Re-organisation (Department of Health and Social Security (DHSS)

1972) attempted to deliver greater political accountability “upwards” and service

planning “downwards” (Ranade 1995). Central to the “command and control”

structure was the systematic use of routine hospital data to guide service

management (Ham 1992). Enormous emphasis was placed on service

performance and value for money delivered through better performance and

services information. For example the Grey Book in 1972, Accounting for

Health in 1973 and the Cogwheel Report in 1974, all advanced the role of

performance indicators as a mechanism for insuring greater efficiency and

comparative analysis throughout the tiers of the NHS (Jowett and Rothwell

1988; Ranade 1995).

The current emphasis of performance indicators, however, owes much to the

Conservative governments of the 1980s who were politically and ideologically

concerned with public sector spending and performance. In 1982 a pilot

measurement scheme was established by the Northern Regional Health Authority

to enable comparison between health service localities and facilitate political and

managerial intervention. The success of this trial led to the introduction of the
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first Performance Indicator (PI) package in 1983. This reflected and buttressed

the core managerial functions embodied in the General Management principles

introduced in the Griffiths Report (DHSS 1983).

“[Performance indicators] became central to the work of the new centralised

management and the chain of command that stretched from Whitehall to the

ward” (Strong and Robinson 1990: 169).

The main hospital areas covered by the PIs included finance, manpower,

ambulance services, estate management and bed activity (encompassing several

medical specialities). This information was employed to facilitate comparative

indicators that could direct and promote managerial intervention in line with

political preference, in particular to bring about greater efficiency and savings

(Allen et al 1987). Although performance measures have always embraced a

notion of normative comparability, in the political climate of the 1980s PIs

became a powerful tool to instigate and direct health service change. They were

given a mixed reception: some managers expressed doubt about the purpose of

the measures, while others believed that they could now address serious questions

about the organisations of the NHS hospital (Strong and Robinson 1990).

Other health service information blossomed in the late 1980s and 1990s. As well

as the much discussed managerial indicator packages, systems were developed to

explicitly monitor medical activity. The mid-1980s saw the first real attempt to

manage the resource consequences of medical activity in relation to the infinite

demand and finite resources (Packwood et al 1991). Management Budgeting

(DHSS 1984) and then Resource Management (DHSS 1985) introduced financial

management duties to monitor medical decision-making. This necessitated the

collection of information to identify service costs, waste, inefficiencies,

deficiencies, and expose the financial consequences of decision-making and

planning (Packwood et al 1991). However, it is important to emphasis that these

tools remained focussed on resource consequences and little or no attempt was

made to systematically measure the ‘health’ consequences of medical work.

With the introduction of the internal market in the 1990s (Department of Health

(DH) 1989) hospital performance data took on a whole new function. A

theoretical prerequisite for an effective and competitive purchaser/provider split

is the existence of accurate information about health service costs, quality and
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availability (Bartlett and Le Grand 1993). Without which, it is theoretically

questionable and practically difficult for a purchaser of a service to make an

informed choice and establish a meaningful service contract with a provider

(Bartlett and Le Grand 1993). Hospital trusts, therefore, invested more effort in

collecting better hospital data and providing sufficient information to enable

accurate contracting. However, while this could have led to more extensive

performance data; organisational effort was concentrated more on producing the

financial and costing elements of contracting and not the quality of services

(Bartlett and Harrison 1993). Again little effort was made to measure and account

for the consequences of health care in terms of health and therefore the

comprehensiveness and accuracy and hospital contracting remained dubious

(Bartlett and Harrison 1993; Bartlett and Le Grand 1994).

Possibly the most openly discussed and criticised performance tool in the NHS is

the annual performance package; commonly referred to as the performance

league tables. These capture only a few elements of the wider performance

measurement system, focusing on the “political” areas of NHS performance, such

as waiting times and the Patients Charter. Not surprisingly these performance

tables attract enormous media and public attention and implicitly encourage naïve

and ill-conceived comparison between hospitals. They have also stimulated a

wealth of criticism from both organisational and professional sources. However,

these indicators remain a highly political and potent tool for measuring and

comparing hospital performance.

More recently, the New NHS white paper (DH 1997) and subsequent Health Act

1999, have emphasised the need to modernise the NHS. Central to the new

agenda is the need for better and more comprehensive health service data to

inform service planning and monitor service development (DH 2000). As well as

overhauling the annual performance tables, with the addition of complaints data

and service specific information, the Department of Health has also introduced a

new quality and performance framework (DH 1998a, 1999a)  including two new

indicator packages: the clinical indicators  and High level performance

indicators. These reflect a broader based approach to assessing the performance

of the NHS with emphasis “on things that matter most to patients and the public”

(DH 1999a) both in terms of the health service and public health (DH 1998b,

1999b).  The six areas in the new framework include: improving people’s health,

fair access to services, delivering effective health care, efficiency, the experiences
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of patients and their carers, and health outcomes. The clinical data set provides

local (hospital) level data for clinical and service outcomes in several areas, such

as deaths following surgery and emergency re-admissions. While the high level

data set provides health authority data covering the broader public health and

service objectives. The role of this data will be linked to service planning at the

local level of the NHS, while it will also inform national priorities and targets.

The performance data will also provide a crucial resource for the Commission for

Health Improvement that has responsibility for scrutinising service performance

to ensure the adequate delivery of services and celebrate in excellence and share

good practice (DH 1989a). Importantly, the modernisation of existing health

service data and the introduction of new measures is seen as the political attempt

to move away from narrow financial targets to a wider perspective that reflects

the actual aims of the NHS and provides a framework for achieving them

(McKee and Sheldon 1998).

Another form of public sector measurement, inclusive of the NHS, and also the

most prominent form of financial assessment, is the Audit Commission. Since the

early 1980s, this agency has been concerned with ensuring the “proper

stewardship of public funds” (Audit Commission 2000). This has involved a

range of national and local surveys and audits of the key public sector

organisations, in particular the ‘value for money’ assessments. The main function

of the commission is concerned with the ‘three Es’: economy, efficiency and

effectiveness (Carter 1991). These focus on the economies of organisational

inputs, the efficiency of organisational processes and the effectiveness of

organisational outcomes. They have been applied extensively to the NHS in terms

of both financial performance but also service development (Audit Commission

2000). The role of the commission is now seen as supportive of the current

service reforms, with particular emphasis on national and local service quality

arrangements, such as the National Institute for Clinical Excellence (NICE) and

clinical governance, as well as maintaining its commitment to financial

performance measurement. Despite the enormous relevance of the Audit

Commission in contributing to hospital performance measurement, it is arguable

that with its bias towards financial auditing it would be of limited application

without reference to other performance criteria, such as service quality.

Although NHS performance information has a long history, it has come to

fruition over the last 25 year where it has buttressed managerial change, been
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pivotal to wider organisational features and represented wider changes in the

discourses of public sector management. The meaning, accuracy and use of this

information, however, has been widely criticised since before the 1980s. It is

essential that some of these concerns be shared, therefore ensuring that they are

considered in any further discussion. The problems associated with hospital

performance measures are wide ranging and reflect the complexity of the

organisation, the difficulty to define and operationalise what is meant by

performance and there are also problems with the latent effect upon the NHS.

One of the predominant problems found with mainstream hospital performance

information, is that it tends to have too narrow a focus concerned with transient

normative-political ideals rather than the more basic goals of a health service. For

example, in the late 1980s performance measures were concerned with

management issues such as finance, turn over, and length of stay. These

measures, especially in their isolated format, were concerned with organisational

inputs, processes and efficiency, with no reference to service outcomes. This

criticism is particular applicable to the role of the audit commission, that has its

primary focus of the financial performance of the NHS. Carter (1991) believes

that the commission, especially the ‘three Es’ approach represented the normative

hegemony of the private sector and political climate of the 1980s. Performance

measures therefore have a tendency to portray an extremely inadequate picture of

organisational performance illustrating nothing about services outcomes. The

performance measures of the 1980s and 1990s have relied on illegitimate proxy-

measures of wider performance, such as financial efficiency and failed to show a

meaningful picture of hospital processes and outcomes (Allen et al. 1987, Ham

1992, Jowett and Rothwell 1999).

“In order to measure performance the indicators should be related to some

specific aim or desired outcome” (Allen et al. 1987: 76).

[However] “devising measures in order to assess whether objectives have

been met is beset with difficulties, and as a result many of the indicators used

concern either inputs into health care, for example expenditure and staffing

levels, or activity levels, such as the number of beds occupied or patients

treated” (Ham 1992: 213).
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Without recognising and considering the outcomes of health care in an

interdependent fashion all organisational performance measures are undermined,

since health care is the business of the hospital. Similar problems arose in the

1990s with the internal market; information was concerned with the financial

features of hospital performance and not the outcomes or quality of care. This

therefore had the potential to undermine the whole contracting element of the

internal market (Bartlett and Harrison 1993, Bartlett and Le Grand 1994).

The second broad criticism of NHS performance measures is that they fail to

compare “like with like” (Allen et al. 1987). A major function of the PIs in the

1980s was to encourage and facilitate hospital comparison; this continues with

the annual performance tables. However, this is a highly problematic pursuit

because every hospital exists and performs within a particular organisational and

social context. For example differences in the local health profile will determine

the work pattern of the hospital and this may have an impact upon specific

waiting times or bed occupancy. Without considering and controlling for such

differences, comparative performance information leads to virtually meaningless

information. Fortunately, this problem has recently been addressed in the current

performance framework where hospitals are grouped with reference to their local

socio-economic and demographic profile.

These two criticisms demonstrate a fundamental issue for hospital performance

measurement. This is that measures should be broad and considerate to both

organisational processes and service outcomes (as well as inputs) and the

relationship between them. Moreover, a hospital performance model should be

considerate of wider contextual issues that shape the organisational context

including inputs such a staff and demand.

A final criticism of the NHS performance data is that they have the potential to

encourage perverse incentives in the management of services. Using performance

information naively could have disastrous consequences. A crude example exists

in the case of lengths of stay. A hospital may be seen to have shorter lengths of

patient stay, possibly indicating greater organisational efficiency and streamlined

processes. However, without considering the demands on the hospital and the

outcomes of the service this information is worthless. For example, patients

maybe discharged too quickly leading to re-infection, therefore requiring

readmission to hospital. However without this necessary information it is difficult
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to use such a simple performance measure with meaning and confidence.

Nevertheless, it may still foster and promote a reduction in lengths of stay and

shorter admissions to deliver better comparative performance. The new and

improved indicator packages have attracted similar criticisms, where it was

feared that the information could “lead to a series of managerial responses that

give the impression of doing something without addressing the real issues”

(McKee and Sheldon 1998: 322). This is not to say that such malpractice occurs!

A model of hospital organisational performance

Attention now turns to the development of an organisational model of the NHS

hospital. Essentially this should have the capacity to assist in the development of

indicators for hospital outcomes but also provide a meaningful causal linkage to

the organisational processes that produced them (Bij et al. 1999). It should,

therefore, address the what’s and the how’s: providing feedback and feed-forward

information. However, it is necessary to make clear at the outset that this model

does not attempt to suggest definitive scales, measures or methods of measuring

hospital performance; rather an holistic organisational framework is attempted

An input-process-outcome model has been highlighted by several authors as

providing a basic framework for organisational performance (Bringall and

Ballantine 1996). Although, the work of health care quality assurance will be

discussed later, it is worth noting that this discipline has also relied upon this

basic model to analyse the performance of hospitals in terms of service quality.

Donabedian (1980) has presented a summary of some of these frameworks

(figure 3), suggesting they are not in themselves attributes of quality but they are

approaches to the acquisition of health care information and therefore a basis for

conceptualising performance. This paper is also concerned with this approach:

identifying organisational components of performance not their measures.

The different formulations of quality assurance developed in the analysis of

health care quality make some highly relevant distinctions about the organisation

of hospital services. For example, there is an important difference between

nominal outcomes and real outcomes. This highlights that services have

consequences in terms of immediate consequences associated with delivering

care but also more fundamental outcomes: the difference for example, between

comfortable surroundings that improve the service quality and actual health gain.
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However, it is also important to realise that while these theories of health care

quality assessment are indeed contextually relevant there remains a need to relate

and integrate such information with a range of other organisational and financial

data in order to develop a truly comprehensive framework.

Figure 3.  (De Geyndt 1970, Donabedian 1966, 1980, Dror 1968, Sheps 1955;

source Donabedian 1980)

At its most basic an organisational ‘inputs’ comprises all those features necessary

for an organisation to function, this includes basic resources such as labour and

energy and the financial resource to procure them. Without sufficient inputs,

whether it be money, time or human skills, the performance of the organisation

may suffer and so may its outcomes. The ‘processes’ include all those activities

required to address and complete the task. This can include activities that are

directly involved developing, producing or delivering a service, as well as other
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indirect factors such as managing work and supporting staff members that also

constitute performance. Organisational processes are frequently the focus of

measurement (Jackson 1998), but without reference to organisational outcomes

and inputs, such measures are almost meaningless. The ‘outcomes’ include all

those resultant features of an organisation. Primarily this is concerned with

completing the task - the end; although it can also include other consequences

such as the effect of processes upon resources or the environment. It is important

to note that in the service sector the distinction between organisational processes

and outcomes is not clear and therefore it is necessary to understand their

relationship, these issues will be raised below.

An attempt has been made to capture and characterise the main organisational

features of the acute NHS hospital (figure 4) and from this delineate a range of

performance dimensions and relationships. This organisational model is not

intended to be an absolute conceptualisation or complete article, merely a general

starting point; one that differs from other theories of performance measurement

that fail to acknowledge crucial features of hospital activity. It is believed that

this model and the performance dimensions included, meet the basic criteria

proposed by Bij et al. (1999), that performance measures should actually reflect

the operational elements implicit in performance. This approach, therefore,

provides a more relevant and fundamental framework for comprehending the

basics of hospital performance, and the interrelationships between organisational

features.

Inputs

I have identified three main organisational inputs that are required for a hospital

to perform, which are consistent with other approaches to understanding health

service performance (Fuchs 1973). Each hospital clearly has a need for human,

technical and financial resources. Their level, application and quality are clear

influences on organisational performance.

Human resources include all the necessary human ability, skills and knowledge

required for a hospital to function. This obviously includes medical, nursing,

technical and support staff involved in care services. It also includes a vast array

of other personnel who participate ‘behind the scenes’ including all



Towards an Integrated Organisational Framework of Hospital Performance

18

administrative and managerial staff, catering, laundry, cleaning, estate

management, etc.. Human resources in the NHS are by far the most important and

most valuable, consuming by far the lion’s share of health care financial

resources (DH 1999c). The impact of human inputs on hospital performance is

enormous as it is people that determine how a hospital organises and delivers the

appropriate services (DH 1999c). Problematic examples of human resources

include staff shortages, in particular nursing, which can have serious

consequences for health care.
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The second organisational input comprises the technology, buildings and

equipment necessary for the effective functioning of a hospital. Again, this is an

enormous catalogue of accoutrements ranging from high technology life saving

equipment to office stationary and the buildings and power. These resources are

fundamental to whether a hospital can perform effectively and the manner in

which they are organised and employed is of clear importance in understanding

hospital performance. For example, not having enough beds can delay treatment,

while not having a properly functioning boiler or elevator can seriously impede

organisational performance.

The other main organisational input (frequently a prerequisite to the others)

comprises the financial resources that facilitate the acquisition of staff, equipment

and ensures that the organisation can function. Hospital resources are constantly

under pressure, given the wider context of the NHS (Abel-Smith 1994) and

therefore the way in which they are employed is constantly under organisational,

political and public scrutiny. Like all the other organisational input resources

described above, financial resources must be used both efficiently and

effectively: so as to enable greater acquisition of other necessary inputs or enable

service development. This means that an organisation must maximise value for

money whilst also delivering a suitable service.

Organisational performance should make reference to the way in which these

input resource are used by the hospital. It is important to know how many

resources are being consumed for a given service. These resources should,

therefore, not be examined in a narrow or isolated fashion – in terms of just

volume or efficiency – but they should be integrated and correlated to how

effectively they allow the organisation to perform – effectiveness in relation to

other areas of performance.

The other essential hospital input comprises its demands. These include both

those of a political nature and also the needs of the patient. The political demands

on the NHS hospital are associated with meeting new policy targets, such as the

two-week-wait for urgent breast cancer diagnosis or for shorter waiting times.

The demands or needs of the patients constitute the main daily task for hospital. It

is therefore necessary to recognise these demands, especially the size and
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character of the community or patients need, in order to enable effective, fair and

meaningful performance assessment. Without considering the different task

inputs it is not feasible or fair to compare hospital performance. It is the health or

rather curative needs of the patient that constitutes the primary task of the

hospital. Although, it is difficult to isolate need or demand from culture, socio-

economic characteristics and other normative assumptions (Acheson and Hall

1976, Glass 1976).

Structures

The structures found in a hospital include all those internal features that shape

and determine how a hospital operates. Those highlighted here include factors

such as organisational culture and power, strategies, policies and procedures,

professional dominance and job design. For example, organisational culture may

include norms about how staff problems are perceived, how innovations are

supported and teams managed. While other structural factors may include the

internal bureaucracy of the hospital or the norms of resources utilisation. It is

imperative, especially for organisational research, to establish the relationship

between such organisational structures and how people work together and deliver

services.

The main problem in understanding such structural features is that it is difficult to

isolate, quantify and develop a consistent measure for the relationship between

such factors and other organisational processes and outcomes. For example, while

a hospital strategy may lead to new working arrangements and possibly service

outcomes, it remain difficult to establish a consistent and reliable framework for

such structures as they will change over time and space. A relevant example is

the way in which HRM practices can structure or shape organisational work and

culture. It is also important to realise that such structures are under the influence

of wider social structures or national policies. For example, issues of professional

power and dominance are central to the NHS hospital and are linked to wider

social, political and discursive features in society (Alford 1975, Foucault 1980,

Ham 1992).
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Processes

Organisational processes include all those factors involved in achieving the

organisational task, both directly and indirectly. In terms of performance

assessment this embraces those elements involved in managing, delivering and

supporting services and those involved in actually delivering health care. As well

as frontline health care processes, there is an array of other processes including

executive planning, directorate management, IT services, support staff and

administrators, departmental managers, financial managers, estate managers, etc.

All these organisational features and actors are involved in the proper functioning

of a hospital.

As well as identifying specific elements of hospital process it is also possible to

highlight the manner in which processes occur. For example, the communication

between staff, the leadership and management of procedures and the decision-

making processes. Such features are important for comprehending how

organisational processes occur and influence organisational performance

One model of analysing the quality and impact of organisational processes is the

European Foundation for Quality Management (EFQM) model on total quality

management (European Foundation for Quality Management 195, figure 5). Not

only does this reinforce the use of an input-process-outcome model, but it also

highlights some easily transferable aspects of process performance that have a

bearing on organisational outcomes (figure 6). As Bij et al. (1999) argue this is a

suitable starting point for analysing hospital (process) performance, although it

remains necessary to adjust the model to cope with the specific health care

context: in this case the NHS.

The EFQM approach has been applied widely at the Trust level of the NHS, with

several organisations reporting on its implementation and success (Jackson 1998,

Pollock 2000). In a recent study, Jackson (1998) examined hospital performance

with reference to organisational process typical of the management function,

following the EFQM model. She employed a criteria that was found to be

associated with effective organisational processes, including strategic

development, business planning, marketing, demand management, financial and

performance management, to name a few.
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 Figure 5. EFQM model on total quality management.

 Figure 6. Performance indicators based on the EFQM applicable to

organisational processes and outcomes (source Bij et al. 1999)

While such a list of organisational features is indeed a excellent basis for

performance assessment, it was employed in a questionable fashion, because

there was little reference to the other features of organisational processes

associated with delivering services and there was only scant reference to

organisational outcomes. While the research highlighted interesting managerial

criteria associated with ‘excellent’ organisational performance it failed to make

the necessary connection with outcomes.
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This last point relates to a more fundamental issue concerning the, frequently

difficult to distinguish, link between organisational processes and outcomes in the

services sector and NHS. Organisational processes are clearly diverse and

frequently reflect managerial activity and components of service delivery. This

means therefore that several elements of hospital processes simultaneously can be

classified as outcomes. For example, the manner and style in which patient care is

organised and delivered is a key element in determining service quality: service

quality also forms an important organisational outcome. This means that while

organisational processes are important in their own right it is their impact upon,

and features they share with outcomes that makes them important: they are the

means.

Outcomes

Comprehending organisational performance should always make reference to the

actual outcomes, the ‘what’s’ or ends. Moreover, a thorough conception of

performance should address the relationship between these outcomes and the act

of performing. Four predominate outcome dimensions are identified here for the

NHS hospital which reflect a range the key health service performance issues

relevant to both the NHS (DH 1998a, 1999a) and international systems (OECD

1999). These have been divided into distinct areas associated with internal

organisational consequences and the more obvious products or outcomes:

• Organisational Outcomes

• Service Outcomes

• Health Outcomes

• Political Outcomes

The first outcome dimension reflects many of the traditional performance

management concerns with finance and resource utilisation. The second

dimension refers to the actual quality of the health service similar to the theories

of quality assessment outlined by Donabedian (1980). The third outcome

dimension is the essential contribution that a hospital makes to the health or life

of its patients and the community.  Finally, hospitals also have a duty to

participate in the wider NHS agenda and therefore must operate in accordance

with service principles and implement new policies.
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‘Organisational outcomes’
Organisational outcomes represent many of the performance criteria emphasised

in traditional performance management approaches. They are important because,

firstly, they are frequently indicators of managerial performance, and secondly,

they have the capacity to feedback into the way a hospital functions and therefore

influence other aspects of performance. They are primarily concerned with how

resources are utilised within the organisational processes and therefore facilitate

and enable other organisational processes, such as the delivery of services. This

would comprise the efficient use of health service finance, the workforce and

other equipment necessary to deliver care. It is important that such resources are

maximised given that in the NHS they are typically scarce or under pressure. For

human resources it could be possible to measure staff well-being and

development, as an indicate of how organisational structures and processes value

and nurture staff. For technical resources this could include bed utilisation or

efficient use of buildings and power. For financial resource it could embrace

issues central to the role of the Audit Commission such as value for money,

wastage, annual budgetary targets or reinvestment.

While these measures are clearly, legitimate in their own right, they are of limited

meaning in describing performance without understanding their effectiveness in

relation to other organisational outcomes. They should therefore be

comprehended in relation to the way they support and feedback into other

organisational processes. For example, better deployment of financial resources

may mean that more money is available for other services, and developing the

skills of workforce may lead to better morale and care delivery (DH 1999c). The

key to this outcome dimension is that it is an indication of the organisational

means. Such organisational consequences are seen as improving other aspects of

performance associated with supporting and delivering care. They have the

capacity to form the basis of a meaningful outcome dimension, of efficiency and

utilisation, but they are infinitely more useful if they are correlated with other

outcome measures. For example, financial surplus is worth nothing if patient

lives are put at risk to obtain this excess, while staff development must be made

at the benefit of both the workforce but also how this impacts upon the

organisation and delivery of care.
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‘Health service outcomes’
Service quality is an important organisational outcome as it reflects the actual

service or product that the entire organisation is geared for at the individual level.

The quality of health care encompasses many features, although it is useful to

draw upon the distinction made by Donabedian (1980), of technical and

psychosocial quality. Technical quality refers to the application of technical skill

and resources and is therefore concerned with the manner in which medical

services are applied and the clinical outcomes. While psychosocial refers to the

experiences of the patient, carer and provider, and may reflect bedside manner or

hospital cleanliness. These aspect of quality therefore refer to many different

features in the organisational processes. McCartney and Brown (1999) have

isolated what they consider to be a range of meaningful health service indicators

that reflect and possibly predict the quality of health care. These comprise,

clinical trials, quality assurance standards, measures of service processes, health

gain, feedback from patients, factors effecting the prevalence of disease, research

into health, health promotion and organisational comparisons. Similarly, Maxwell

(1992) has identified six dimensions of health care. These include, the

effectiveness of care (is it provided in the most appropriate way); the

acceptability of care (what does the patient think); efficiency of care (is output

maximised for a give input); access to care (is treatment received when it is

needed); the equity of care (are all groups treated fairly); and the relevance of

care (is the overall pattern of service adequate). Furthermore, it is possible to

employ those general measures of service quality identified by Brignall and

Ballantine (1996), such as reliability, responsiveness, appearance, cleanliness,

comfort, friendliness, competency, access, availability and security. This range of

possibilities could be included in the dimension for service quality.

It is quite possible to add further meaning to this dimension by understanding the

relationship between the aspects of technical and psychosocial quality, with

aspects of resource utilisation. For example, it may be possible to establish a

relationship between staff development and patient satisfaction, or over use of

technical resources and poor levels of technical quality, or processes of effective

communication between staff members that ensure patients receive consistent

information. There are several techniques of establishing such relationship, (Lam

1997). However, it also remains important to analyse service quality with

reference to health gains. For example, a hospital may be very clean and tidy but

with poor health outcomes.  It is therefore essential that, like other outcome
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dimensions, service outcomes should be discussed in relation to other features

and not in an isolated fashion.

‘Health outcomes’
At its most basic, every NHS hospital should provide a contribution to health: this

is the “bottom line”. This is a crucial technical difference between an NHS and a

private sector hospital. In the USA, for-profit hospitals deliver health care as a

means of making profit: whereas in the NHS hospitals produce health as end. In

the NHS, therefore, organisational performance should not ignore health

outcomes. It is enormously difficult, however, to define, let alone measure

‘health’ and this problem probably lies behind the consistent failure of most

performance frameworks to incorporate such an indicator. One fundamental

stumbling block is because health is a social construct (Turner 1995) that reflects

both cultural, individual (Nettleton 1995) and professional views (Freidson

1970). The problem arises when attempting to develop a consistent and

meaningful measure of health that reflects all stakeholders and is yet manageable.

Typically the health of a community is measured in a negative way, looking at

morbidity and mortality. While this may enable comparisons between region or

nations, its application at the hospital level is questionable. This is because of the

difficulties in isolating the hospital impact from wider socio-economic and

biological factors (Fuchs 1973, McKeown 1979, Muldoon et al. 1998). Other

attempts to measurer health include disability scales and health profiles (Office of

Health Economics 1985). These attempt to identify measures for variables such

as pain, tiredness, mobility and sleep patterns. Muldoon et al. (1998) have

recently proffered a framework that establishes a health state in terms of

“objective functioning” and “subjective wellbeing”. It is believed that not only

does this reflect the main conception of health and illness but also introduces

qualitative features associated with how people feel both with reference to an

illness and other non-medical aspects of their lives. However, the application of

this to a given hospital service is practically difficult and again it is problematic

to disentangle health gain from wider community health.

Health economists have attempted to measure health improvement in many ways

(Drummond, et al. 1997, Mishan 1990). Fuchs’ (1973) early attempt involved

accounting for health gain with reference to an individuals economic ability to

work, produce and consume goods and services in the wider economy. In this
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way, a measure of economic activity would be taken before and after hospital

intervention to demonstrate health gain in economic terms. Another attempt of

measuring health improvement includes the infamous Quality Adjusted Life Year

(QALY), which has now been developed as the EuroQual.  This technique

recognises that health interventions have two basic outcome components: the

quantity and quality of life (Office of Health Economics 1985). The basic

question addressed with this technique is whether it is better to live a limited

number of years in complete health or more years in less than complete health

and how this relates to economic expenditure for health care interventions. The

QALY has the capacity to score different health states and show changes in both

length and quality of life for a given health intervention and relate this to health

care expenditure (Williams 1995). However, as with other economic measures for

health, this is highly normative and could lead to the pursuit of health services

that are economically efficient but fail to meet the demands of the community.

Furthermore, they tend to be narrow in that they are interested in the economic

benefits or utility of a given intervention and it is therefore difficult to transfer

such measures to the level of the entire hospital.

It is enormously difficult to isolate with meaning hospital health outcomes from

the wider health profile of the community and other normative and ideological

beliefs. The methods described here tend to hold clear normative assumptions

about health that may not reflect patient or medical views or may not be

transferable across illnesses or hospitals. The pursuit for a meaningful and

comparative health measure is akin to the search for the Holy Grail.

‘Political outcomes’
Given that the NHS is a political organisation that occupies a special position in

both the public sector and public opinion (Powell 1997) it is necessary to

examine the ability of its constituent parts (the hospitals) to comply with political

goals, both long-standing and current.

Every hospital has a role to play in and maintaining the underlying principles of

the NHS. From its difficult political birth in 1948, the service has been guided by

political beliefs (Foot 1998, Klein 1989, Powell 1997). These include

universalism, care free at the point of use, access based on need not ability to pay

or geographical location, and the provision of a comprehensive and fair service. It

could be considered inappropriate to assess every hospital in terms of its
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adherence to these principles, as they reflect the role of the entire service or the

responsibilities of other agencies, such as Health Authorities. However, hospitals

do participate in the wider political package and should bear some of the duty for

to ensure equitable access, fair treatment and the delivery of a comprehensive

service for all members of the community. Although, there has been little

systematic assessment in this area of performance and again this area is bound up

with certain political views.

One longstanding political concern for every NHS hospital is the ability to

manage demand effectively, because the demand for care frequently outstrips the

ability to supply. Quite simply a hospital cannot meet all the needs in the

community simultaneously and with equal priority. It is, therefore, important to

reveal how well each hospital deals with its demands. This form of rationing or

priority setting is typically understood in terms of waiting times, which provides

the main mechanism for managing demand and supply. Waiting therefore

provides a meaningful measure of how well a hospital organises its processes to

meet its workload and the needs of the community. However, this should always

have reference to the quality of care provided, as it could be possible for a

hospital to have a quick throughput but unacceptable quality.

It is also necessary to assess performance in terms of transient political goals.

Increasingly, hospitals are being forced to introduce new strategies and policies

that effect the whole range of organisational inputs, structures, processes and

outcomes. This currently includes policies such as clinical governance (effecting

all aspects of medical work and processes) (DH 1998a), new HRM policies and

pay scales (DH 1999c) and the development of hospital information strategies to

deliver better and more comparable hospital information (DH 2000). Furthermore

there are constantly new political targets for hospitals to achieve shorter waiting

times or meet demands such as the two-week-wait for urgent breast cancer

referral. The successful implementation of these policies and targets constitutes

an important organisational performance dimension, especially when linked to

organisational structures.

Wider contextual factors

Before it is possible to make any meaningful conclusions about a hospital’s

performance or compare hospitals, it is absolutely fundamental to bear in mind
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wider context features. There are numerous structural issues evident in the NHS

which influence how hospitals operate in the “bigger picture” and how they

perform locally. This includes the way in which the health service is organised as

a whole (see Mullen 1995), its financial structure, the role of health authorities

and GPs, public ownership, democratic accountability, the historical bias towards

the secondary or curative sector of the NHS (Abel-Smith 1994, Ranade 1995). It

also inclues other features such as professional dominance in the workplace, the

rise of consumerism and the move towards managerialism (Alford 1975, Freidson

1970). Furthermore it absolutely imperative that the local health and socio-

economic characteristics be recognised and accounted for in performance

management. Two of these issues are discussed here.

The organisation of the NHS has a clear influence upon the activities of every

local hospital. The service is characterised by the raising of resources through

relatively progressive general taxation into the public purse (Abel-Smith 1994).

This money is then allocated with relatively strong central control through public

sector bodies, quasi-governmental organisations or associated contractors (Abel-

Smith 1994, Ham 1992, Hsiao 1995). The way in which this money flows

through the NHS determines the interactions between agencies, sets the

boundaries for activity and therefore influences how hospitals perform and also

how they are seen as performing (Bartlett and Le Grand 1994, (for discussion of

international comparisons see Hsiao 1995). Changes in this wider organisational

structure can be seen to have a clear influence upon how hospitals perform,

shifting their aims and strategies. For example, the transition from global budgets

to the contract model (Ham 1997), forced hospitals to compete with each other

for financial resources from commissioning agents, such as GP fundholders (see

Barlett and Harrison 1993). This change had an enormous impact on the

organisation, activities and priorities of the NHS hospital (see for example

Robinson and Le Grand 1993).  Such contextual organisational factors must be

considered in the analysis of hospital performance to provide greater meaning

and reference, this includes the changes currently in progress (especially DH

1997, 1998a)

The second, and possibly most important, contextual factor for organisational

performance is the community socio-economic status of every hospital. Before it

is possible to comprehend how hospitals perform it is necessary to take full

account of the wider context. There is a wealth of epidemiological evidence to
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show that biological determinants, lifestyle choices and the wider socio-economic

structures shape health profiles (DH 1998b, Levin and Lilienfeld 1997).

McKeown’s (1979) work emphasised the importance of standard of living and

diet in determining the health of society, not necessarily health services, while the

Black Report, The Health Divide (Townsend and Davidson 1991) and the

Acheson Report (Acheson 1998) all demonstrate that social factors influence the

health experiences of the population. It is therefore essential that all performance

dimensions for the NHS hospital make explicit reference to local demographic

characteristics because such factors determine the workload and work patterns of

the hospital. Moreover, the failure to recognise and consider such contextual

factors can undermine any comparative performance framework. For example,

without recognising the socio-economic difference between Liverpool and

Tunbridge Wells it is not feasible to comprehend, measure and compare the

performance of hospitals within these two localities. They exist in enormously

different locations, with different employment conditions, economic conditions

and health conditions. For example, not only may health differences exist, but the

manner in which patients express dissatisfaction with the services may vary

between these locations. It is, therefore, necessary to have consideration for other

spatial and time factors, such a seasonal variations, proximity to other specialists

centres and other historical and community features for example the health

demands on a hospital will be different if national events occur locally, such as

festivals in Reading or motor racing at Silverstone. These factors all place

pressures on organisational activity and have the potential to determine daily

hospital performance. This is particularly important if comparing hospitals in

different localities and over time.

Summary: an integrated performance framework

The input-process-outcome model and contextual features outlined above provide

an organisational framework for conceptualising the essential elements involved

in hospital performance and how these broadly related to each other. Similar to

Donabedian’s (1980) approach, this framework provides the basis for locating

and integrating measures of hospital performance. Without thoroughly

comprehending the full realities of organisational performance how can any form

of measurement be seen as having legitimacy? The model presented here is a

reasonable, and relatively novel, point of enquiry, and has the potential to
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integrate a patchwork of other important approaches, such as health economics,

performance management, or quality assurance, that frequently appear isolated.

It has been stressed throughout this paper that it is important to integrate

performance dimensions in order to develop a better an more comprehensive

meaning of hospital performance; Giuffrida (1998) has also argued a similar view

when discussing primary care performance indicators. It is only through having a

range of dimensions, and indicators, that the whole picture of hospital

performance can be comprehended. Equally, it is important to integrate

organisational process and outcome performance to facilitate meaningful

feedback and feed-forward information to direct management intervention. For

example, if research is concerned with understanding the link between

management style or focus (i.e. Porters Generic Strategies) and hospital

performance (Kumar et al. 1997), it is necessary to examine both the specific

processes involved in management, how this influences the whole organisation

and the full range of outcomes (for such an analysis in the USA health care sector

see Kumar et al. 1997). Only with a comprehensive performance framework,

inclusive of reference to other external and control factors, is it possible to have

confidence in research findings and also it will differentiate between direct

influences and any direct or latent consequences for other aspects of hospital

performance.

It is suggested that organisational research, should at least, focus on the four

outcome dimensions (table 1). These reflect, not only results, such as service

quality and health gain, but also proxies for some of the basic inputs and

processes, in terms of efficiency and effectiveness, e.g. resource utilisation, and

innovation. Although no specific measures are discussed in this paper, it is easily

possible to find example for the four outcome dimensions.
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Table 1. Overview of basic outcome performance dimensions.

DIMENSIONS EXAMPLE MEASURES

Organisational consequences

Resource Utilisation Financial revenue, expenditure,
surplus/deficit
Workforce retention, development
and utilisation
Utilisation of technical resources and
wastage

Organisational development Innovations, trials, research based
learning,
Developmental policies and
strategies

Service Outcomes

Technical quality Appropriate/relevant service, timely
service, comprehensive service,
reliable services,

Psychosocial quality patient experience, equity access.
Provider experience, aesthetics

Other clinical trials, achieve targets

Health Outcomes

Health improvement/gain Changes in health state morbidity
and mortality quality and quantity of
life, QALYs, etc
(Difficult to quantify)

Political Outcomes

Longstanding NHS principles Free at the point of use equity,
care based on need not other
factors, fair access,
comprehensiveness of care

Current political targets and policies Waiting times, introduction new
procedures, two week wait
objectives, etc

CONTEXTUAL CONTROLS
Community Health profile, death rates, illness,

etc
Socio-economic, employment,
demographic, etc.

Political and cultural factors Variations along social divisions,
lifestyle factors, etc
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Conclusion and the HRM link

This paper has advocated the integration of many different approaches of

performance measurement, with explicit reference to a specific organisational

framework. It is believed that only through an almost eclectic approach can the

whole ambit of organisational performance be addressed. While individual

techniques - be they accounting, ‘value for money’, quality assurance or health

economics - are valid in their own right and within their own frame of reference,

they also have potency when they are applied to a specific organisational

framework that integrates their particular specialities. The integrated

organisational framework developed here should assist in applying different

techniques and drawing more meaningful conclusions about hospital

performance; whilst also facilitating feedback and managerial intervention in the

processes of performance. The integrated framework therefore helps to fulfil

some of the most basic principles of any form of performance measurement

(Booth 1997, Carter 1991). Although this paper does not address the actual

processes of collecting and measuring hospital performance data, it is hoped that

it does provide a framework, or at least encourages the development of a better

framework, to locate and integrate a comprehensive view of performance. It is

based firmly in the belief that before it is possible to measure how an organisation

performs it is necessary to know what context the organisation exists and what

performance actually means.

Although this paper has been mainly concerned with the performance of acute

hospital trusts, it is believed that the four outcome dimensions could be applied to

other areas and sectors of NHS research. This is because I have avoided

developing specific measures that would tie a performance framework to a

particular sector of the service, where measures may be inappropriate for other

hospitals or services. This means that while the organisational model may need

slight adjustment to reflect different organisational input, structures and

processes, and their relationships, the four outcome dimensions should be

transferable. It is also believed that it could be possible to devolve these

dimensions of performance within an organisation to the departmental or ward

level, where more specific and relevant indicators of performance could reflect

the actual inputs, and work at these micro levels.
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Specifically, it is hoped that this paper presents an integrated or holistic

organisational model of hospital performance that highlights, primarily, the

causal chains and contextual factors involved in hospital performance, both in

terms of how a hospital performs (the means) and what it actually produces (the

ends). From this organisational model, it is believed that the four outcome

dimensions are suitable for assisting in organisational research that attempts to

establish the link between managerial or medical processes and hospital

outcomes. Moreover, within these dimensions specific and relevant indicators

should be found and used in relation to the organisation that produced them.

Attention now turns to the application of this framework. Within the Aston

Centre for Health Services Organisation Research a large project is being

conducted into Human Resource Management (HRM) and Trust Effectiveness. In

particular, this research is concerned with the organisational link between HRM

and organisational performance. HRM encompasses much more than recruitment

and selection,  it acts as an organisational facilitator that influences organisational

culture and climate, encourages and supports staff involvement, and can assist in

organisational development through nurturing the skills and talents of the

workforce. Some aspects of strategic HRM include the development of skills, the

appraisal of staff, securing healthy working condition, being flexible to the needs

of the staff and encouraging staff involvement in decision-making.

However, understanding the link between these organisational structures and

processes is problematic, and especially if this is to be linked to improved

organisational performance (Wood 1999). Becker et al. (1997: 40) claim that:

“…to date there is very little research that ‘peels back the onion’ and

describes the processes through which HRM systems influence the principle

intermediate variables that ultimately affect firm performance”.

Kopelman et al. (1990) suggest that HRM practices can influence the

organisational climate which in turn can lead to greater organisational

commitment among staff and eventually lead to greater organisational

performance; such views have been confirmed through research into

organisational productivity and profitability (Patterson et al. 1997). Similarly,

Becker et al. (1997) have produced a theoretical model which illustrates the

possible relationship between HRM organisational processes and performance
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(figure 7). This demonstrates how HRM systems can improve and develop

employee skills, motivation, commitment, and participation, and how these

factors are likely to lead to greater productivity, creativity and effort. Ultimately

it is believed that the introduction of policies and procedures that embody

excellence in HRM will deliver better organisational performance in the NHS.

This theory has been endorsed by government policy (DH 1999b). Dyer and

Reeves (1995) elaborate the outcomes of this model and believe that the effect of

HRM on organisational performance can be understood in terms of four

dimensions. These include human resource outcomes (absenteeism, turnover,

etc.), organisational outcomes (productivity, quality), financing outcomes (return

on investment, etc) and for list companies, stock market outcomes (share value,

etc.).

While the Becker et al. (1997) model of HRM and performance appears to be a

sound theoretical approach, it lacks the necessary detail, and refinements of the

NHS hospital. This is also true of Dyer and Reeves (1995) work, which although

it shares many features with the outcome dimensions developed in this paper,

they are primarily developed for competitive businesses and not the NHS

hospital. In order to maintain the theoretical link between HRM and

organisational performance for the hospital it is necessary to make some minor

adjustments. It is possible to plot the components of the Becker et al. (1997)

model onto the organisational framework of hospital performance developed in

this paper (figure 8). For example, HRM and business strategies are seen as

operating in the structural phases of the hospital, whilst the effect is felt in the

processes through factors such as better staff motivation, the development of

skills and greater participation in job design and decision-making. These could

also apply to hospital in many forms whether it be continual professional

development, enhanced team-working, better hospital communication through

“information cascades”. It would be theoretically hoped that better HRM

practices would also lead to improved health service performance in the

organisation and delivery of health care. If this was so it could be possible to

explore the relationships between such HRM changes and the range of  hospital

outcomes. However, the application of this model is only a fresh starting point

and certainly requires more work, testing and comment.
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