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Getting a Grasp on Quality

The power of owning a high-quality market position can be overwhelming.

In an era when most hospitals are hard put to define how they differ from their neighbors, no point of differentiation is likely to prove more powerful than quality.  But what is quality?  Before you can manage it, you have to be able to define it.  Quality is an elusive thing.  It means different things to different people.  And the indicators of its existence vary from industry to industry.

A great number of bright people have tried to pin quality down and have come up with some consistent conclusions.  Quality consists of these essential ingredients: process, commitment, performance and perception.

Process focuses on the more traditional aspects of quality control.  It was process that the American W. Edwards Deming taught the Japanese.  The Japanese so valued Deming's lessons that they named their prestigious national award for excellence in quality after him.  Deming's approach is widely referred to as "statistical quality control."  It is mechanistic and relates most directly to manufacturing concerns.  Open-heart surgery and most other therapeutic methods are largely manufacturing processes at their core.

Commitment is the human side of quality.  It is the "emotional" element.  Harvard professor Thomas Bonoma once said that quality "is bred of caring, not just technical skills, and is the brother of involvement.  It is the guts of the thing.  It is the difference between the mechanic who botches the valve job and the one who saves the machine."  Bonoma also went on to describe a third test of quality: performance.  He suggested that no matter what level of scientific control and human passion are brought to bear, the end result must ultimately perform in such a way as to meet or exceed expectations.

Perception is the final critical ingredient of quality.  In his book Commit to Quality, Patrick Townsend put this element in perspective:  "The provider of goods or services who, through dint of hard work and capital expenditures, performs up to its own specifications achieves Quality in Fact.  "The other quality type is Quality in Perception - the subjective quality as the customer sees it.  It means being believed to be as good as, or better than, the customer expects."

Quality in health care products and services can be viewed as existing in two spheres: "outcome" and "interaction."  It is "outcomes" that patients, families and employers are buying.  It is impossible to separate quality from outcome.  The better the outcome, the better the quality.  The variability that characterizes the object of medical attention - the human body and mind - prevents the mechanization possible in other industries and thus provides the foundation for the "art of medicine" (as opposed to the "science of medicine.")  Stanley Marcus, founder of Neiman-Marcus, once spoke to the value of such art: "It does take eyeball.  I'm afraid as great as computers are, they cannot tell you about the quality of your product.  The human eye, the human experience, is the one thing that can make quality better - or poorer."

The second sphere concerns itself principally with "interaction" - more precisely with the management of interaction.  What happens in the operating room or the lab remains largely invisible to the patient.  Not only are such activities not visible to the ultimate customer, they remain largely unfathomable.  The typical patient is ill-equipped to judge the precision of the surgeon's incision or the efficacy of the anesthesiologist's technique.  The same patient is, however, in an excellent position to judge the attentiveness of nurses, the helpfulness of the business office and the value of communication with physicians.

Both spheres are fundamental to patient satisfaction.  But the first sphere, the one containing "outcome," will ultimately prove most critical to those hospitals seeking to establish a lasting competitive advantage.

The high-quality position provides other important advantages to those who hold it.  The high-quality participant in a marketplace almost always earns higher returns-on-investment than the other players.  The Strategic Planning Institute in Cambridge, Massachusetts is famous for the large data base it maintains on the performance of thousands of corporations.  By analyzing this information, the Institute developed PIMS (the Profit Impact of Marketing Strategies).  Using PIMS, certain critical relationships were identified back in the '80s including these:

· There is a clear connection between quality and market share.  Those organizations that have made meaningful improvement to quality have enjoyed increases in market share.

· There is an equally clear connection between profitability and quality.  Those organizations that own a quality position inevitably earn higher returns-on-investment than do other participants in the same industry.

· A significant percentage of customers are willing to pay higher prices for what they perceive to be superior quality.

On the last point, there is a rich body of additional research plus a lot of practical experience that provide the basis for the psychology of pricing.  Purchasers of goods and services expect higher quality products and services to have a higher price.  When high quality is not matched by high price, the purchaser often begins to question the legitimacy of the claim to quality.  High price becomes a necessary indicator of quality just like the finish of a luxury automobile.  Years ago, when Sara Lee offered a top-quality frozen cheesecake at a low price, sales were poor.  The company raised the price and sales boomed.  Price had been brought in line with expectations.

Professor George Day at the University of Toronto suggested that "those who advocate the notion that 'quality is free' have persuasive evidence that the costs of higher quality standards are offset by lower reject rates, lower costs of make-good and field repairs and greater customer satisfaction."  The implications are clear for a manufacturer or a hospital and for the people who pay the bill:  "It's cheaper to get it done right the first time."

Position "with" a respected high-quality institution.  Here the idea is to bask in the glow of a hospital that has already established a strong quality position.  By aggressively communicating an affiliation, an otherwise undifferentiated hospital can benefit from the reputation of another.  In Aurora, Illinois, a community hospital recently merged with Rush-Presbyterian, one of Chicago's most respected teaching hospitals.  It is likely that its ratings for quality will increase as a result.

Concentrate resources on a narrow field of specialization.  For most hospitals, it is not realistic to attempt to build a high-quality position across a broad range of services.  It is, however, possible to target efforts against narrow niches.  In Elgin, Illinois, a 300-bed community hospital has created radiation therapy facilities that rival those of Mayo Clinic.  

Originally published in Health Forum Journal
Copyright © The Beckham Company

           
 Getting a Grasp on Quality – Mar. 1988 (Quality)


2

