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EXECUTIVE SUMMARY

The Spire Healthcare Group plc is one of the largest private healthcare company based in the United Kingdom. The company’s previous strategies have focused on areas such as capital investments in service and technology development, the National Health Service (NHS) as a source of revenue, and employee engagement. However, the strategy should be further developed to include increased market penetration by targeted marketing to self-paying clients, investing in other areas which will bring more value such as improving quality, and engaging a range of stakeholders in its strategy planning. The company should also use experts to help develop and deliver its strategy. Lastly, the strategy should be tested and monitored.






























1. Introduction

The Spire Healthcare Group plc is one of the largest private healthcare companies based in the United Kingdom (Spire Healthcare Group plc, 2019a). Not only does it earn its revenue from fee-paying patients, but it helps reduce National Health Service (NHS) patient waiting lists. The company has around 50 centres across the country. 


2. Main strategic issues 
 
Having read through the strategy report by the Spire Healthcare Group plc. (2018), a strength, weaknesses, opportunities and threats (SWOT) analysis was performed. This incorporates the key internal and external strategic issues the company is facing in maintaining its competitive position.

2.1 Strengths 

Spire Healthcare has several strengths. Firstly, it seems to have maintained a good reputation amongst patients. For instance, in a survey conducted by the company, 96% of patients said they would recommend the Spire to others. This is important because healthcare is such an important service which carries a lot of risk, and a good reputation helps to keep old clients and gain new ones. Spire Healthcare is also now aligning its sales and marketing functions, especially for self-paying customers, to better understand their customers and meet their needs. The strategy report does not expand on this or give specific examples, and this seems to be a strength which needs further development.

Additionally, the company has a high rate of employee engagement (79%), with the majority of employees being proud to work for Spire Healthcare and feeling part of the team. The management team is keen to engage with employees and act on feedback received. There is also an initiative to support employees in difficulty through the Employee Assistance Program. Such employee engagement and support is important as the strategy report also acknowledges the importance of its employees in helping to build the company’s reputation. Ultimately the employees will also help the company achieve its strategic goals. The company has also been praised by the Minister of State of Apprenticeships and Skills for its good apprenticeship program.  The apprenticeships are in areas such as business analyst and Human Resources (HR), and will help provide the future employees who are trained in the company’s ethos. The company is also now strengthening the HR function and creating a central recruitment platform which has allowed vacancies to be better monitored and filled more effectively. The company has also now filled vacancies in the executive committee and a process for overseas recruitment has been developed. Click (2012) also argues that HR should help build the organisation’s capabilities, contribute to implementation of strategy and can actually be the competitive advantage for a business. This requires the HR function to align with the company’s strategy and to be a priority and I think that Spire Healthcare could achieve this.

Spire Healthcare has also been able to use capital investments to increase its capacity and functions. For instance, increasing the number of pathology laboratories to avoid outsourcing to other companies. Additionally, the company has centralized its marketing and commercial functions and this could help reduce operating costs and increase efficiency, ultimately leading to more profits. The company also has long-term relationships with the top 5 private medical insurers (PMI). This helps to create some sort of assurance for continued income from referrals from these insurance companies, and could help mitigate against decrease in profits in other sources of income as described below. It also helps Spire Healthcare to maintain its position as a key competitor.

Another strength which may be overlooked is that Spire Healthcare is engaging in corporate social responsibility (CSR) practices. For instance, initiatives to promote low carbon footprint, and save gas and electricity. As well as helping to improve the community and the environment, this may help to improve its reputation amongst current and potential clients. However, Bhattacharya et al (2011) advise caution with CSR. For instance, it has been shown that consumers will spend more on companies with CSR initiatives if the quality of the product is also good.

2.2 Weaknesses

Clinical governance is defined as:

“The system through which …. organisations are accountable for continuously improving the quality of their services and safeguarding high standards of care by creating an environment in which clinical excellence will flourish. Clinical governance encompasses quality assurance, quality improvement and risk and incident management.” (Public Health England, no date)

From the recent reactionary improvements, Spire Healthcare seems to be trying to overcome its weak clinical governance processes by working to improve patient safety and compliance with regulations. For instance, those which may have allowed the now infamous Ian Patterson case to occur (BBC, 2017). This involved many patients having harmful breast cancer operations by this doctor. The company had to pay compensation to patients and is still seeking to recover these costs from its insurers. However, Spire Healthcare is now working with expert advisors when recruiting doctors, and ensuring monitoring of the doctors employed by the company. The company is also updating its medical policy to make clear its standards and the consequences for not following these. At the same time, the company is maintaining balance by working with doctors and ensuring they continue to want to work with Spire Healthcare. For instance, providing them with modern equipment and technology.

Although Spire Healthcare celebrates its capital investments, in aspects such as increasing laboratories and improving technology, for helping achieve targets such as increased operating capacity, the spending could have been reduced or slowed. This weakness is made more obvious by the fact that the company’s profits declined significantly by 63.9% compared to the previous year, and this extra spending could have exacerbated this outcome. However, it may be that these investments provide worthy return on invested capital (ROIC) in the future. On the other hand, Spire Healthcare is now committed to controlling spending and making more focused investments. The strategy report highlights clinical quality as a key area.  This seems to be in response to the Ian Patterson case which damaged the company’s reputation. 

Other internal weaknesses include the current high rate of employee turnover and vacancies. This can disrupt and reduce the services the company is able to offer. Therefore, the company is working to increase the proportion of permanent staff it employs. Additionally, gender-pay gaps identified by the company may reduce the attractiveness of Spire Healthcare as an employer. 

Another weakness is Spire Healthcare’s dependence on external factors such as business from the NHS and PMIs. Thus, a reduction in business commissioned by the NHS or PMIs can affect the company’s profits. This threat is discussed further below. Spire Healthcare, the NHS, PMIs, as well as self-paying clients are also heavily influenced by the wider economy. For instance, in an economy downturn, the numbers of privately insured individuals and self-paying consumers may be reduced. The NHS is also influenced by the political climate which can affect how much resources are allocated to it and what it spends it on. This is important because the Spire Healthcare and other private healthcare companies have been able to benefit from the NHS referring patients to them to reduce the NHS waiting times.

2.3 Opportunities

The company saw private revenue growth this past financial year. This consisted of an increase in sales from self-pay growth by 8.7% and from PMIs by 1.5%, which helped to offset the decline in patients referred to Spire Healthcare by the NHS. Therefore, the company has begun to realise the opportunities emerging from private revenue growth. This is reflected in how the company is planning on investing in marketing to increase the volume of self-pay clients. For instance, investing in targeted online and offline marketing to better reach key potential customers. The company acknowledges that it needs to identify and understand potential self-paying clients, and build a brand based on a quality service. Spire Healthcare also acknowledges that successful marketing to the public will involve more transparency with the pricing system. They have also used consumer feedback to create simpler online self-booking processes which provide quick and efficient access to services. The company also invested in creating more integrated technology and digitalizing their processes to improve access to services. These also reduce complexity and costs, and streamlines processes, with the goal of working as “One Spire”. Another positive outcome of this may be a reduction in the company’s high administrative costs. Other investments include improving customer experience of telephone enquiries and renovating hospital sites. They are also marketing the fact that the NHS has long waiting times, and some treatments are no longer available for free on the NHS, and private healthcare is more convenient and flexible.  
The proportion of self-employed people has increased and this offers another subgroup to market to.

Furthermore, Spire Healthcare is focusing on improving the quality of the service it offers. This involves improving patient safety, having well-trained and skilled staff, creating a caring and safe environment, being well-led, strong governance at all levels, meeting standards, oversight of the credentials and conduct of doctors, and having a culture of openness and candour. As well as improving patient care and satisfaction, this may also increase business from PMIs and self-paying customers. An increase in quality could also help Spire Healthcare differentiate itself from other companies competing for business from PMIs. For instance, Aviva, a major PMI, commented that they offered Spire Healthcare a contract in 2018 due to positive factors such as the quality the company offers.

Spire Healthcare has continued to seek more opportunities to improve by listening to employees, patients, and internal and external medical experts. For instance, to identify areas requiring more investment, training of staff and service development. 

The company has also determined potential strategies for managing an economic downturn. These include reducing investments and costs, and offering lower tariffs to the NHS to maintain the work it receives from them. The strategy report also discusses taking advantage of an increased market share created by competitors who cannot respond or operate in adverse economic conditions.

2.4 Threats

One constant threat facing private healthcare companies such as Spire Healthcare is claims against the hospital due to clinical governance issues, such as those illustrated in the case against Ian Patterson. Breaching regulations has many potential adverse consequences. These include legal claims, increase in insurance premiums or being refused insurance, low inspection ratings, suspension or ban from operating, damage to reputation, reduced quality and patient safety, and reduced growth and innovation in services., Ultimately this could lead to a reduction in clients from the NHS, PMIs or those who are self-paying. 

Therefore, the company is now working to improve its success in clinical governance. For instance, in inspections by the Care Quality Commission (CQC). Four hospitals are now rated ‘outstanding’, out of a total of 14 private hospitals with a similar rating. Twenty-two are rated ‘good’. However, nine require improvement. The company is also becoming more open by, for instance, publishing a report on its performance in key indicators of quality. This includes data on the performance of individual doctors. Spire Healthcare also now has several internal safety, quality and risk committees who manage the strategy, risk management and internal control processes. The company’s risk management policy is also now in line with that of the majority of its competitors and the NHS.  A centralised online system for recording risks has been created and this allows integrated governance, and a culture of openness. The company has also recently appointed Surgical Safety Guardians in each hospital to help ensure safety and compliance with expected standards. There is also a whistleblowing policy and helpline managed by an independent provider, and recently Freedom to Speak Up Guardians were introduced to help employees raise concerns.

Although not fully described, the strategy report notes challenges to the centralisation of processes. This is not difficult to predict because of the complexity of the company, not just in terms of size but the variety of services it offers and different micro-markets it operates in. If these unnamed threats are not named, it could lead to failure to realise the benefits of centralised processes, such as streamlining of services and reduction in administration costs. On the other hand, the centralization of processes through digitalisation carries an even greater risk of breaching and hacking which can have adverse financial and reputational effects. Therefore, the company works with specialists in protecting this asset

As discussed above, Spire Healthcare’s revenue is dependent on external factors such as the NHS and the economy, and these can be viewed as threats when there are adverse conditions. For instance, there was a decline in NHS business in the last financial year and this was especially seen in orthopaedic care which brings in most of the business. This was due to the NHS having its own financial difficulties, with a 7.2% fall in revenue, and not having the money to employ the services of private healthcare companies to reduce the number of patients on their waiting lists. There are also increased demands on the NHS and each NHS trust has different priorities. However, these demands, including in key areas such as chronic health and in the ageing population, continue to be high and thus private healthcare providers will likely have an ongoing business relationship with the NHS. Nevertheless, the threatening aspect is that the amount of business Spire Healthcare receives is likely to fluctuate, perhaps in an unpredictable manner, in relation to the economic and political climate. Such fluctuations can also affect the level of business from PMIs and self-paying consumers. 

Another unpredictable external threat is a no-deal Brexit which may affect suppliers especially because the company’s suppliers operate on short-ordering times and low inventories.  This may reduce the ability of the company to operate its business. This could affect consumer and partner confidence. There may also be a consequent decrease in consumers and increase in costs. Extra charges and tariffs may also be imposed once the UK is no longer formally part of the European Union (EU). No-deal Brexit may increase job vacancies or it may become difficult to hire staff from the EU. This could also lead to rises in salaries due to increased competition for staff. However, the company is making plans to mitigate any issues caused by Brexit and has created a Brexit Preparation Committee. For instance, having a reserve of supplies to last a few weeks in the event of a no-deal Brexit. The company is also working to understand its suppliers’ plans for Brexit.

One of the five forces which shape industry competition as described by Porter (2008b), is the threat of entry of new competing organisations offering similar business; this can be in the form of new private health companies with their own chains of hospitals.  This can be prevented by having strong brand recognition and having strong relationships with buyers and suppliers. Additionally, once patients have started to have their health managed by one hospital, it can also be difficult to switch to another one. This is described by Porter (2008a) as the customer switching costs. Furthermore, a huge amount of capital and resources, as well as adherence to lengthy government regulations, would be required to start a private health company and this can deter potential new entrants. Spire Healthcare also has brand awareness and experience and these are assets which a new entrant will not instantly have. The company also maintains good relationships with PMIs, and employees, and those in charge of NHS referrals to private healthcare to help mitigate any threat. Overall, the threat of new entrants seems to be weak. However, the company needs to be able to react quickly to changes in market demand. 

There is also the threat of substitutes such as the free NHS, other private healthcare companies prefer by the buyer, or cheaper facilities abroad. Therefore, as advised by Porter (2008a), the company needs to ensure it builds brand awareness and loyalty, and ensures a better service. The strategy department should always be assessing substitutes to keep a step ahead of them. 

Another threat is the power of buyers.  As Porter (2008a) describes, buyers can drive prices down if they are cash-strapped, drive costs up by demanding greater quality, which can affect industry profitability.  The threat of suppliers is also important. For instance, they can be the key to new innovations which bring in more clients. Therefore the company should aim to build strong relationships which are profitable for both parties.


3. [bookmark: _Hlk15315634]Previous strategies

From analysing the strategy report by Spire Healthcare Group plc. (2018), it seems that there are four main corporate level strategic directions which have been taken by the chosen organisation in order to develop and sustain its competitive position. 

[bookmark: _Hlk15321541]Figure 1. illustrates the Ansoff Matrix discussed by Johnson et al (2008, pp. 258). This matrix categorises four main strategies which a company can adopt. Box A is for the market penetration strategy whereby the company continues trying to increase its market share using its existing product in its existing market. This is in contrast to Spire Healthcare’s previous strategy of overdependence on external sources of revenue such as the NHS, instead of anticipating possible reductions in sales from this sector caused by changes in the economy or political climate. The company is now trying to trying to increase self-paying clients and sales from PMIs. 





[image: ]
Figure 1. An adapted version of the Ansoff Matrix (Johnson et al, 2011, pp. 258)


BMI healthcare is another private healthcare company in the United Kingdom. Its strategy, like Spire Healthcare, has been to invest capital into equipment to increase capacity, digitalisation of processes such as prescribing and patient records, and improving clinical governance (BMI, 2017). However, there is no clear mention of employing tools to increase sales from self-paying clients, or NHS and PMI referrals. Perhaps Spire Healthcare could use BMI’s unpreparedness to increase its market share and win against the competition.

As described by Sull (2008), Spire Healthcare should also build barriers against its competition. This could be through a unique advantage such as excellent service or speed of service. However, as discussed by Johnson et al (2008), the market penetration approach can lead to retaliation by competitors or may be limited by legal constraints. Indeed, as Porter (2008a) discusses, rivalry is highest if the competitors are equal in size, there are high exit barriers, industry growth is slow, there are high fixed costs and low margin costs, and rivals are committed to the business. However, it is also important to engage in positive sum competition which will not erode profitability (Porter, 2008a). This will allow clients to benefit, instead of zero sum competition which can lead to destruction for all the competing parties.

 Johnson et al (2008) also introduce another element into the Ansoff matrix called ‘Consolidation’. This involves defending the current market share against competitors using tools such as product differentiation to build consumer loyalty and imposing switching costs, or downsizing capacity. Given that there are still many potential clients, Spire Healthcare should instead use the market penetration approach. However, if there is adverse competition from other companies such as BMI, consolidation may become a last resort. 

Another strategy employed by Spire Healthcare was capital investments in renovating its hospitals and increasing the number of pathology laboratories in order to increase operating capacity (Spire Healthcare Group plc. 2018). The company also increased investments in technology to centralise and digitalise internal processes, with the aim of positive outcomes such as ease of access to services and reduction in administrative costs. This fits with Box B which illustrates development of new products or services and delivering these to the existing market (Johnson et al, 2008). Additionally, market penetration and product development do not have to be mutually exclusive. Instead, the company could work to increase its market penetration with the aid of the latest technology and equipment which may be more likely to attract clients. However, in developing new services, the company should be wary of potential pitfalls such as high project costs and risk of failure. In this case this increased spending exacerbated the unpredicted decrease in sales from the NHS. The ROIC is also uncertain. 

Box C illustrates market development and involves offering the existing product to new markets (Johnson et al, 2008). This is important because currently Spire Healthcare only operates in the United Kingdom. The company’s strategy does not mention global expansion. This may be because it does not have enough resources. This could be limiting the company’s potential revenue and should thus be considered as an additional strategy. However, market research will be key here and the information could be used to adapt the marketing strategy or product to the new market. A lower risk approach could be acquisition or mergers with another private healthcare company in a different market.

On the other hand, Box D illustrates development of a completely new market and new product (Johnson et al, 2008). This aligns more with the blue ocean strategy whereby a company’s success is not determined by its environment (Kim and Mauborgne, 2009). Although, the company should regularly consider the Box D strategy and be opportunistic about developing new sources of revenue, this seems to be beyond what Spire Healthcare can achieve as it carries more risk. 

Additionally, because private healthcare companies operate in a dynamic environment, the strategic approach should be tailored to each specific situation the organisation finds itself in (Reeves et al, 2014). For instance, it may be better for Spire Healthcare to learn to adapt to changes in the economy. Additionally, different functions within the business may need different strategies. For instance, the financial department may need more of an adaptive style compared with the operations department which can use the classical strategy. This is especially because survival strategies such as simply reducing costs do not lead to long-term growth. Businesses should also not develop strategies on an annual basis only but tailor this to the pace of change within their business environment (Reeves et al, 2014). Spire Healthcare is attempting to do this in by developing 90-day plans. 

Spire Healthcare also seems to have previously given too much power to the doctors it employs with lack of oversight for them. This may have been part of the reason why the case of Ian Patterson occurred (BBC, 2017). This had a lot of adverse consequences, including financial, legal and reputational, as described above. This strategy, or perhaps lack of strategy for preventing such events, is very risky because private healthcare sector sales and revenue is very dependent on quality and reputation. Spire Healthcare is now investing in its clinical governance processes to help reduce the risk of this occurring again. 

Additionally, Spire Healthcare has focused on increasing employee engagement and support. This is something which could work in their favour as the whole organisation needs to work together to successfully implement current and new strategies. 


4. Recommendations

Overall, there are some improvements which could be made in Spire Healthcare’s strategy.

· Increases market penetration
Kryscynski (2012) describes competitive advantage as achieving higher profits than the average competitor. Spire Healthcare could achieve this by lowering costs, though not at the cost of differentiation from competitors such as BMI Healthcare, or reduction in quality. Market penetration and sales should also be increased through targeted marketing using relevant consumer data (Birkinshaw, 2014).

· Maximise areas of values
This can be achieved by using Porter’s Value Chain to determine areas of value which can be maximised within the primary and support activities of the organisation (Mind Tools, 2019). This could help target areas for capital investments and increase return on investment. For instance, quality and technology are key components in healthcare and investment should be made to improve this. Existing customers should also be maximised by ensuring that they seek Spire hospitals for all their healthcare needs

· A wide range of stakeholders should be consulted in the development and implementation of the strategy
Freeman (1984) also discusses how a variety of stakeholders should be engaged. This is important in this case as healthcare is heavily regulated. And so, key stakeholders such as the government, healthcare regulators and even activist groups should be consulted as they could block the strategy. Additionally, healthcare is becoming more individualised and patients should be consulted. There should also be employee engagement because everyone should be working together to achieve the goal and their actions should align with the strategy (Porter, 2008b). Indeed, the HR function should align with the strategy by recruiting talent with the necessary skills, including change leadership. Sources of revenue such as the NHS and PMIs should be consulted to avoid strategies which do not align with what they are willing to pay for. 

· Use experts to help develop and deliver the strategy
An in-house strategic team could be supported by an external agency, such as PricewaterhouseCoopers, who can bring in fresh ideas. This is especially because of the dynamic environment which has many uncertainties in areas such as the economy.

· The strategy should be tested and monitored
Bradley et al (2011), and Bradley and Matson (2011) recommend testing the strategy by evaluating against questions such as whether the strategy will beat the competition, embraces uncertainty,  puts the company ahead of the competition, and whether it has been translated into an action plan. Balogun and Hope (2014) also advise understanding the context when designing the strategy as there may be factors which can hinder success. Michelman (2006) describes how the strategies of most companies only deliver around 60% of their promised value. Therefore it is important to make early decisions on resource allocation and continuously monitor progress. Porter (2008a) also advises that ROIC is a suitable measure to ensure success of the strategy. However, there should also be flexibility for each department to adapt the strategy to its own needs and goals


5. Conclusion 

[bookmark: _GoBack]In conclusion, Spire Healthcare is now working to overcome internal weaknesses such as poor clinical governance and quality, and high staff turnover. The company is also increasing value by investing in service development. However there are opportunities such as increasing market share by focusing on self-paying clients. Additionally stakeholders and experts should be consulted, and the strategy should be tested and monitored.
. 
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