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Data That Predict

Seek out metrics that measure cause rather than effects; that way you can catch a problem before it grows too unwieldy.
When executives and board members are advised to monitor their metrics, they frequently round up the usual suspects, including such favorites as days' cash on hand, cash flow, length-of-stay, occupied beds and market share, or some variation of these. The problem with these metrics is that they all measure effect rather than cause. Trying to make decisions based on them is like measuring the water levels in a flooded town. A lot of things were probably going on upstream before the flood, but now there's not much you can do to keep the water out of your basement.

Hospitals are awash in data. Yet, they often make very poor use of it, particularly when it comes to strategic decision-making - those decisions that determine whether the organization is going to thrive, stumble along or perhaps fail. Ironically, the kind of data that support the metrics that really matter exist in abundance in most hospitals and health systems. Unfortunately, they are rarely available in a timely and usable form.

Among the metrics that matter are those that provide early and reliable indicators of what the output of your economic engine is going to be (rather than what the output is). These metrics are pretty straightforward. They include:

- utilization by high-contribution physicians;
- volume by ZIP code;
- volume by service-line;
- patient satisfaction; and
- physician satisfaction.

Utilization of high-contribution physicians. The 80/20 rule applies here. Twenty percent of your medical staff is probably generating 80 percent of your utilization. And 20 percent of these physicians are probably generating 80 percent of your margins.

Let's say you have 300 active physicians on staff. The 80/20 rule twice applied means 12 doctors are generating most of your margin. How hard would it be to have the utilization numbers for 12 physicians reported daily? Significant increases up or down mean something important is going on upstream. These people are your rain gauges. The bed census is yesterday's news. What's going on with the utilization of those 12 doctors every day? Somebody needs to be in regular contact with them. If there's a significant unexpected shift, you need to find out why. You might not be able to make it rain, but you may be able to influence physician behavior.

ZIP code volumes. Most of the patients using your services arrive with ZIP codes attached. Here again, the 80/20 rule applies. Eighty percent of your margin is probably coming from 20 percent of the ZIP codes that use your services. It would not be unusual for a hospital to serve 30 such ZIP codes. So six ZIP codes might be generating 80 percent of your most profitable utilization. These data are also easily available on a daily basis. Any significant swings up or down should be flagged and investigated.

Service-line volumes. Take a look at which service lines generate your margins. It's not unusual to see four service lines contributing more than 80 percent of a hospital's margins. Historically, cardiovascular services have invariably provided the lion's share of the total. Significant swings in volumes in these service lines may reveal an issue you've already uncovered by tracking the volumes of key physicians, but there may also be things going on in your shop that are causing problems. For example, there may be capacity constraints choking off utilization somewhere in the delivery chain.

Patient satisfaction. Many hospitals are already tracking this, but they report it too infrequently, and the data are often suspect. What you really want to know is what's happening on a daily basis related to the factors that have the greatest influence on satisfaction - particularly staff responsiveness, quality of interaction and wait times.

Responsiveness and quality of interaction can only be assessed by surveying patients and family members.  In my view, this information is invalid if it is collected from patients or family members while they are still in a situation where they remain dependent on hospital staff for safety and support. Such a situation causes patients or family members to be strongly disinclined to share a negative evaluation. Generally, hospital employees don't like getting negative evaluations, and patients know it.

Wait times, on the other hand, can be measured without patient input. Hospital staff can collect this information and report it daily, particularly in areas where wait times are particularly prone to generate dissatisfaction, such as the ED or in radiology.

Physician satisfaction. Some of the same concerns that relate to the validity of patient satisfaction reporting also impact the monitoring of physician satisfaction. For many reasons, physicians are less than candid in their responses to satisfaction surveys. As a result, much of the data reported in such surveys are flawed. With physicians, the most important metric to watch is time. Physicians sell time and expertise. Satisfaction with a hospital correlates highly with how quickly it can turn around an OR, test results and call backs (not to mention the ability to reach someone by telephone). Throughput is a metric that matters to every physician.

At Southwest Airlines, the amount of time it took to turn a plane around at the gate became a fundamental metric. Southwest's superior performance in this area became the benchmark for the industry. Customer satisfaction was a secondary concern. Its primary concern related not to satisfaction but to productive use of expensive assets. The quicker the plane got turned, the more time it was in the air filled with paying customers. Hospitals struggling with capacity constraints and return-on-assets should have the same concern.

Market share is a critical metric for any business. But in many industries, and in health care in particular, market share is such a lagging indicator that it's often useless as a tool for decision-making. Market share depends not only on your data, but it also depends on your competitors' data. Your competitors, for obvious reasons, may not be highly motivated to give you their data. So most hospitals are dependent on state hospital association market share data that are often months old by the time they are made available. It's much better to track volume data on a timely basis than to wait around for out-of-date market share data.

In my firm, we usually know pretty quickly if a client has a data/metrics problem. We look for these characteristics:

- Data trapped in PDF files.
- Data being held hostage by "data hogs." 
- Data analysis has gotten too deep and too narrow. 
- Executives are clueless about important changes in the organization's strategic situation. 
- Executives too often look for answers in data that can be found by walking around the floors.

Data are trapped in PDF files. This indicates nobody is really using data for strategic decision‑making. PDF files convey data in static form. The data can't be correlated or analyzed the way data in a spreadsheet file can be. You can't "what if" data in a PDF file. Usually this problem results when someone far removed from the organization's most important decisions establishes a policy insisting that all data be provided in PDF format. Since most data collection originally occurs in a dynamic format (such as a spreadsheet), the arrival of a PDF file means that someone has not only rendered the data less usable, he or she has gone to extra effort and expense to do so.  Another cause of useless data is a lack of decision-making rigor. Few executives would tolerate getting their data in PDF files if they were really applying the data to decision-making.

Data are being held hostage by "data hogs." Sometimes hoarding data is intentional. In most instances, it is probably unintentional. No one bothers to make the data available to others who can use it. The most egregious examples of this often occur in organizations where the data are controlled by the IT department or finance (or both). In either instance, these departments can become the narrow neck on a funnel through which critical data are forced to flow. Not surprisingly, this can cause massive logjams above the neck and massive frustration below. The solution is to democratize the information by letting it flow more freely throughout the organization.

Data analysis has gotten too deep and too narrow. Many hospitals have engaged in intensive service-line analysis. They run so far down these service-line rabbit holes that they are hopelessly in the dark about what's happening above the ground. Such behavior brings to mind the old adage: "Having lost sight of our objectives, we redoubled our efforts." This behavior is sometimes described as a "drill down," as in "We really need to drill down on this." I can think of instances where organizations were still drilling after five years of effort. The amount of data and the questions this can generate are infinite. There comes a point at which it's time to shift from "drilling down" to "drilling out."

Executives are clueless about important changes in the organization's strategic situation. A lot of hospitals have been surprised by sudden declines in volume. In far too many cases, there have been significant volume declines occurring for months before anyone in the executive suite recognized them. Often what gets noticed first is a precipitous deterioration in margins. This, of course, is the effect, not the cause.

Executives too often look for answers in data that can be better found by walking around the floors. It's too easy to park the car, walk into the executive suite, and stay there week in and week out consumed in meetings and reports. But there's a lot of data important to strategic decision-making that can be gleaned by spending an hour a day just walking around. Most hospitals and health systems are not far-stretched global enterprises. The real work (patient care) is often but a few steps from the executive suite. Executives need to take that walk.  Likewise, the offices of the "top 20 percent physicians" are usually a short car ride away. Somebody needs to make that ride. If there's a significant swing, it never hurts to go ask why. Asking the question will often not only yield an answer but also provide the extra benefit of making executives visible on the front line where the performance that drives the metrics is ultimately generated.

Knowing you have water in the basement is certainly a useful piece of information. But it's even more important to know there's been 5 inches of rain upstream in the last 24 hours. All revenue and market share run downstream, after all, flowing inevitably from cause to effect. Early knowledge is the essence of preparation. And as they're fond of saying at Johns Hopkins, "Fortune favors the prepared mind."
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