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Introduction

In this assignment I will undertake an in depth strategic analysis of my organisation, the Countess of Chester Hospital NHS Foundation Trust. The trust is a district general acute hospital based in Chester, Cheshire. “The Trust has almost 4,000 staff and provides a range of medical services to more than 445,000 patients per year from an areas covering Western Cheshire, Ellesmere Port, Neston and North Wales” (Countess of Chester Hospital, 2019). Since 2015 there have been two of what the trust has termed ‘strategic directions’, the first is The Model Hospital pilot and the second delivering integrated care with community and social services. Primarily these are cost leadership strategies, the reason for this being that increases in funding generally in the NHS has not kept pace with an increase in demand. We are expected to provide better services with less funding. I will critique the strategic management of our strategic directions and then offer my own recommendations for a new approach.

SWOT Analysis

To identify the key internal and external issues for this strategic analysis I will be utilising a SWOT framework. SWOT stands for strengths, weaknesses, opportunities and threats. Strengths and weaknesses relate to the internal conditions of an organisation (where it excels and is lacking in relation to its competitors). Opportunities and threats relate to the external environment the organisation operates in, for example the publics increased focus on health is an opportunity for fitness clubs but a threat to tobacco producers (Dess et al. 2014). 

Strengths


Better financial position than other local hospitals

Although our financial position has been put under considerable strain since 2010 when the Conservative Party formed a coalition government with the Liberal Democrat’s, it has been a strength of my organisation that our financial position is more sustainable than many of our local competitors. In 2018/19 there was a deficit of £13.2 million in our accounts with a budget of £238.2 million (Countess of Chester, 2019). In comparison Wirral University Teaching Hospital had a deficit of £37.5 million with a budget of £353.2 million (Wirral University Teaching Hospital, 2019) and Warrington and Halton Hospitals had a deficit of £16 million with a budget of £210 million (Warrington and Halton Hospitals, 2019). The impact in the long term of continued deficits in accounts is that services are closed or restricted to patients. For example Southport and Ormskirk Hospital had a deficit in their accounts of £28.9 million with a budget of £168.1 million despite NHS Improvement wanting a maximum deficit of £13 million (Southport and Ormskirk Hospital, 2019). They have reported high deficits for a number of years and this has directly led to plans by the NHS to close or reduce the opening hours of the accident and emergency department at Southport Hospital (Lally, 2017). My organisations relatively strong financial position means that the likelihood of our services closing or being restricted in some way is small and that our financial strength means that there is an opportunity to take over services from other local hospitals with unsustainable finances. 
 
Minimal use of locum medical staff

Due to a number of factors including pay, lack of flexible working and a shortage of trained doctors the NHS has increasingly had to use agency locum medical staff to fill doctor vacancies. Although in 2018/19 we spent £3.3 million on medical agency staff (Countess of Chester Hospital, 2019) this is lower than many other hospitals in the North of England. In fact in 2016 we had the third lowest medical agency expenditure for any acute hospital in the North of England. This helps to put us in a stronger financial position than our local competitors but the other main strength for a lower use of agency staff is an improvement in the quality of care we deliver. NHS Improvement produced a report to help hospitals lower their reliance on agency medical staff. They stated that “their (agency medical staff) overuse can put care quality at risk; a stable workforce whose members have regular appraisals is most likely to deliver high quality care and achieve continuity of services” (NHS Improvement, 2019). 

Weaknesses


Lacking in specialist services due to being a mid-sized hospital 

My organisation is a medium sized district general hospital. Although there are a variety of services that we offer, more specialist services are provided by larger teaching hospitals or specialist centres. For example, we have no renal consultants that are employed by the Countess of Chester. Instead we have a contract with Wirral University Teaching Hospital for their renal consultants to visit us for a limited number of hours each week. They provide renal services for the whole of the Wirral and West Cheshire as well as some parts of North Wales (Wirral University Teaching Hospital, 2019). Also specialist heart and lung services are provided by Liverpool Heart and Chest Hospital. They have a catchment area covering 2.8 million people that covers Merseyside, Cheshire, North Wales and the Isle of Man (Liverpool Heart and Chest Hospital, 2019). Although it is not feasible to have every type of specialist service provided by my organisation, it is a weakness because it means that patients in our locality are treated by other hospitals. As they are treated elsewhere this means that the funding for their treatment goes elsewhere as well. 

CQC inspection 

There was a routine inspection of my organisation that was completed by the Care Quality Commission (CQC) during November and December 2018. This rated the hospital overall as requiring improvement, which was the same as the previous rating but in many of the sub-categories that make up the overall rating had lower ratings than the last inspection. Emergency care, medical care, surgery, well-led and effective ratings all went down from good to requires improvement (CQC, 2019). When comparing ourselves to our three closest local competitors this latest CQC rating highlights a significant weakness in my organisation. Leighton Hospital has a good rating, Warrington Hospital has a good rating and Wirral University Teaching Hospital has a requiring improvement rating (CQC, 2019). The latter is a troubling example to my organisation of how CQC inspections, reports and ratings can have a severe detrimental impact upon the reputation of a hospital. Their full inspection in 2018 highlighted a culture of bullying and a lack of senior leadership (BBC, 2018). An unannounced inspection of it’s Emergency Department found that patients were waiting for hours in corridors before being seen by clinical staff (McMememy, 2019). These reports were widely covered in both the local and national press and resulted in the CEO and chairman having to resign. My organisation needs to take note of how poor CQC reports could move from a weakness to a threat to the functioning of our hospital. 

Opportunities


To increase the volume of Welsh patients having procedures in our hospital

Chester is geographically located right next to the Welsh border. Being in such close proximity to Wales has meant that many Welsh residents use our services. The Countess of Chester state that they;

Provide services to approximately 30% of the population covered by Betsi Cadwaladr University Local Health Board in Wales. Welsh patients represent approximately one fifth of the workload of the Trust and 11% of our income (Countess of Chester, 2019). 

As this shows we are already gaining an advantage over other local English hospitals but there is further scope to gain a further advantage through increasing the volume of Welsh patients we see. In 2018 there were 420,000 patients awaiting treatment in Wales, 50% of these were for orthopaedic related conditions (Clarke, 2018). 26.9% of orthopaedic patients in Wales wait more than 6 months to be treated (Government of Wales, 2019). Therefore, there is a clear opportunity to expand in particular the volume of Welsh orthopaedic patients treated by my organisation. 

To take over services from other local hospitals

As previously mentioned in the opportunities section, there is the potential to take over services from other local hospitals because of the sustainable financial position in my organisation. In the threats section I will discuss the potential for my organisation to be merged with Wirral University Teaching Hospital. There are some signs already that this is the direction the NHS wants to take. My organisation is moving to using a patient records system called Cerner that is already used by Wirral University Teaching Hospital (Countess of Chester, 2019). The two hospitals will share the same system and have access to each other’s patients records. Although this could constitute a threat to being eventually merged it could also be seen as an opportunity to take over services from Wirral University Hospital. They have unsustainable finances because of the high deficits in their accounts, therefore, their financial position could be significantly improved if my organisation takes over loss making services and merge them with our own. When these services were merged as long as economies of scale were achieved my organisation has the opportunity to increase its turnover and reduce its own budget deficit. This could partly be achieved by what Porter espoused as cooperating with rivals; two rivals in the same market could for example cooperate to increase their purchasing power with suppliers thus to reduce the suppliers prices (Johnson, et al. 2015).


Threats


Neonatal investigation 

During the period June 2015 to June 2016 there were 17 unexplained infant deaths in our neonatal unit. An independent review was commissioned by the Countess of Chester which was undertaken by the Royal College of Paediatrics and Child Health (Countess of Chester, 2018). The report published in May 2018 made 24 recommendations to improve the neonatal care in the hospital but it could not explain why there had been a spike in infant deaths from June 2015 to June 2016. The board of directors then felt they had no option but to involve the police to further investigate as they still had concerns around how the deaths happened.  In July 2018 a staff nurse in the neonatal unit of my organisation was arrested by Cheshire Police on suspicion of the murder of eight babies and the attempted murder of six babies. Then in June 2019 she was rearrested for the attempted murder of three additional babies (BBC, 2019). These arrests made headline news across all major print publications and television networks in the UK and was also widely reported around the world in such publications as the Washington Post and New York Post. This was because if charged and convicted the nurse would be the most prolific child killer in UK history. Therefore, the potential damage to my organisation reputation could be  irreparable and so is a threat to the actual continued existence of the Countess of Chester.  

Closure due to a local new super hospital being built 

In 2016 as part of discussions by healthcare providers in Merseyside and Cheshire for the Sustainability Transformation Plan (STP) a proposal was made for my organisation the Countess of Chester Hospital and Wirral University Hospitals to merge and to operate from a newly built hospital site. Later that year Wirral University Hospital made official these discussions by disclosing in their annual accounts exploring a merger with the Countess of Chester (Taylor, 2016). Although there may be some benefits to a merger in terms of potential cost savings and developing specialist services, the threat is that is this plan was implemented there would no longer be a general hospital located in Chester when there has been a hospital there since 1755 (de Lucia, 2018). Also as mentioned earlier when discussing CQC reports Wirral University Hospitals currently has poor ratings across all areas apart from end of life and maternity services. Being a larger trust in terms of budget and staff, the other threat is that these poor processes, practices and cultures could be imported into a merged organisation and become dominant. This would result in poorer care being delivered to the people of West Cheshire. 

Evaluation of Strategic Directions

There are two key strategic directions my organisation has taken to strengthen and maintain its competitive position. The first is being a pilot site for The Model Hospital. Following a report by Lord Carter titled ‘Review of Operational Productivity in NHS providers’ published in 2015, the Countess of Chester was invited to pilot the recommendations in this report. Our CEO at the time Tony Chambers stated “The Countess has been asked to be the ‘proof of concept’ for this work. Over the next few weeks and months we will be working with Lord Carter’s team to take this forward and in time becoming the blueprint for the model hospital” (Chambers, 2015). This pilot resulted in an American designed system being procured called Tele Tracking. This system tracks staff, patient and equipment movements in the hospital through 4,000 sensors. The data from the system is reviewed in a coordination centre on site with the aim that resources can be more effectively managed thereby reducing costs and improving care (Holmes, 2017). The system costs £500,000 a year for an initial five year contract with the aim that for every £1 spent £1.71 is saved (Holmes, 2018). However, from experience in my current role in the finance department I have been informed by senior finance managers that there has been no detailed financial evaluation as to whether Tele Tracking is delivering these planned savings. One assumption for this can be that the board realise that it will not make the planned savings. Mintzberg questioned “the value of rigid planning and setting processes. He believed that strategies need to change frequently and opportunistically” (Dess et al. 2014). By setting such a rigid fixed target for savings delivered by Tele Tracking there was a risk from the start this strategy would fail. Einar Iveroth summarises well what ideally managers need to understand when when delivering IT enabled change;

The lesson is that when setting out to tackle the strategic issues of IT-enabled change managers must understand four things: that such a process is dynamic in nature and requires continuous learning, that IT and organisational issues influence each other as changes are implemented, that local conditions determine the appropriate timetable and that IT-enabled change is first and foremost about how it will successfully enable the people in an organisation (Iveroth, 2016, p.39). 

The second strategic direction is to achieve an integrated care system across West Cheshire. The is a collaboration between the NHS and West Cheshire West and Chester Council. They state that;

Integrated care will bring together the different organisations and services that look after people in Cheshire West to better co-ordinate care, to make sure patient and carer experiences are as joined-up as possible and to support more people to stay healthy and well.
Joining up services which are currently provided separately will enable teams to work together more effectively and efficiently, with the same shared goals.
It will benefit the people of Cheshire West by moving away from systems that are designed to treat problems when they occur, but often involve travelling to hospital or using Accident and Emergency or same day GP appointments. Integrated care will help people to identify problems early, where possible treating the problems themselves. When professional care is needed this will be provided in a timely way, closer to home (Cheshire West and Chester Council and the NHS, 2019). 

Integrated care will move the emphasis on healthcare treatment from hospital to the community and from reaction to prevention. This is a long held aim of the whole of the NHS that has never truly materialised due to frequent reorganisations within the NHS (Edwards, 2014). A lack of funding from central government will also make it difficult to fully implement an integrated care strategy. In 2016/17 the government announced £1.8 billion in transformation funding for the NHS, however, only £0.2 billion went to community providers (Murray, 2016). If funding is so limited for community providers then the strategy of moving the volume of patients treated from my organisation to local community providers will be difficult to achieve. 

Both of these strategic directions are aiming to improve the care we deliver but also to reduce costs. Ansoff states that an organisation can only survive in the long term if management gives strategic decisions a high priority. He believes this is particularly true in turbulent and changeable environments (Ansoff, 1987). The environment of the NHS has been both since 2010 when funding has not kept pace with increasing demand and there has beeen a number of reorganisations. Both of the Countess of Chester’s main strategic directions will not deliver increased competitive capabilities by developing new services or entering new markets. However, a strategy that aims to improve performance and decrease costs is a legitimate one. For example, Wheelabrator Technologies in the US pursued such a strategy when their parent company pushed them to grow the organisation. Their strategy was “on growing the existing business through improved operating performance and tight cost control to produce the cash flows necessary to support business development elsewhere” (Weidman and Keshavarzi, 2014, p.61). What I believe is missing from my organisations strategy is the second part of Wheelabrator Technologies strategy. They are solely focused on improved performance and cost reduction than using the funds saved from these areas to invest in specialist services, thereby growing the organisation. Johnson et al. (2017) states that a central growth strategy choice is about in which areas a company should grow. Ansoff’s growth matrix is a strategy framework for generating four directions of growth. 

Usually an organisation starts in zone A and then has a choice of penetrating further in zone A or to move to either zone B, C or D. Moving to zone B requires developing new products or services, zone C bringing its existing products/services to new markets or zone D combining both B and C (Johnson et al. 2017). 

My organisation already has a monopoly position in its current market place (acute hospital healthcare provision in the West Cheshire area). It would find it difficult to move to zone C because to move into new market places (by for example building or taking over a hospital in another locality) would require significant funds that we could not access. Therefore, the credible option is to move to zone B. By developing new services within our existing market place it would allow us to attract new patients and to increase our turnover and market share. However, there are risks associated with service development. Heavy investment is required to develop new services and to build the infrastructure required to deliver them. Attached to this is a risk of project failure because mastering new processes or technologies is difficult when they are unfamiliar to the organisation. The project management of delivering the new service is also at risk of delay and increased costs due to complexity of the project (Johnson et al. 2017). Therefore, the benefits of service development must be considered alongside the risks. 

Implications of Strategic Direction

One of the main obstacles to delivering on a strategy in any organisation is resistance to change from the workforce. My organisation is no different and there has been a significant resistance to change from the two central strategies adopted (The Model Hospital and integrated care). Ansoff (1987) defines resistance to change in a business environment as procrastination, sabotage and unforeseen implementation delays which slows the rate of change and increases costs. I can identify with the first two characteristics within my organisation. Due to wage freezes, increased workload, a lack of involvement in decision making and various reorganisations/initiatives staff across the NHS have lost morale which has made them adverse to change. For example in the 2018 NHS Staff Survey our staff were asked the question ‘My line manager asks for my opinion before making decisions that affect my work’. 48% agreed with this statement but the national average was 55% with the best performing hospital scoring 62%. They were also asked the question ‘Senior managers here try to involve staff in important decisions’, 31.4% agreed but the national average was 33.8% and the top performing was 49.5% (NHS, 2018). There has also been an increase since 2015 in the turnover of staff and staff who are wanting to leave the organisation. In 2018 staff were asked in the NHS Staff Survey ‘I often think about leaving this organisation’, 35% agreed with the national average being 29.9% (NHS, 2018).

These results have worsened from 2015 onwards from when the Model Hospital and integrated care strategies were implemented. Johnson et al. (2017) state that for every new strategy there has to be a communication strategy that complements it. They go on to state that the communication of the strategy is a two way process, if senior managers do not advocate the new strategy it will lead to confusion and frustration and if general employees cannot inquire then concerns will be raised that undermine the new strategy. This view is echoed by Mintzberg in his six major assumptions of the prescriptive strategic process. One of the six assumptions is that it is better to forgo short term benefit for long term good, however, those involved may not be willing to make the sacrifice to achieve this if it means them losing their jobs, their roles are changed or made harder (Lynch, 2015). This then undermines the strategic process and makes the strategy more likely to fail. Emeagwale and Ogbonmwam (2018) state that strategic human resource management should be aligned with organisation strategy, to build sustainable competitive advantages. Therefore, I believe that a more concerted effort to engage with employees would assist the leaders within my organisation to achieve their strategic aims.

Choi (2011) states that employees should be at the heart of any major changes within an organisation for them to be successful but too often those leading the change pay insufficient attention to winning the support of those that can deliver change. I believe that this is true of those leading change within my organisation. To manage employees effectively through these changes more emphasis should have been placed in the strategy on motivating them to deliver change. This is especially true given the low morale already in the NHS workforce. Hayes (2014) believes that leaders can reduce resistance to change and increase motivation in a number of ways; education and persuasion, involvement, facilitation and support and negotiation. For example, employees could have been educated and thus persuaded by being presented with rationale arguments and technical evidence for the need for change. They also could could have provided support by merely listening or giving emotional support. However, my organisation provided neither of these to their employees. 

I think the board in my organisation failed to pay sufficient attention to winning the support of its employees because they did not understand the power they hold. Sometimes those “who do not have legitimate authority are able to exercise considerable influence and may even have more power than legitimately appointed managers” (Hayes, 2014, p. 191). Therefore, a process to identity the power and commitment of stakeholders would have been useful in the strategic management process within my organisation. Grundy (1998) identified a three step process for stakeholder power and commitment; the first was to brainstorm which stakeholders would be affected by the change, the second was to assess the power and influence of each stakeholder group affected and the third was to assess their attitudes to change. Grundy then states that after this initial analysis a plan to increase the influence of supportive stakeholders and the decrease the influence of those against the change, as well as trying to win over those against should be implemented. If leaders in my organisation had followed this example then this would have resulted in a more engaged, appreciated workforce that was not looking for alternative employment. 

Recommendations

[bookmark: _GoBack]I would recommend a new approach utilising combination strategies. An integration of lower costs and differentiation through offering specialist services. Dess et al. (2014) argue the primary benefit of combination strategies in terms of low cost and differentiation is that it is very difficult for competitors to imitate. This is because the organisation can then provide two types of value to customers, lower prices by having lower costs and differentiation by having a wider selection of products/services. There is the risk with combination strategies that an organisation “may become stuck in the middle if they try to attain both cost and differentiation advantages” (Dess et al. 2014, p. 156). The risk to my organisation is that we cannot deliver the lower costs required that releases resources to provide new specialist services that deliver growth. Porter also counselled against a combination strategy because each strategy requires different resources, strengths and organisational structures. However, other academics have found evidence that in mature markets combination strategies can be successful (Li, 2008). These conflicting opinions highlight there is risk attached with pursuing two separate strategies at the same time. However, in order to reduce the weaknesses and threats identified in the SWOT analysis then costs will have to be reduced and also new specialist services opened in order for my organisation to grow. 

As my organisation operates in the public sector it cannot offer lower prices to its patients but there is value to the customer in other ways. For example, the Model Hospital pilot is primarily for a more efficient use of our resources, by improving process technology and process design. Grant (2016) cites the example of Ford’s moving assembly line reducing the time it took to make their Model T from 106 hours in 1912 to six hours in 1914 to highlight how process technology changes can lead to a competitive advantage. The Tele Tracking system has the potential to make more efficient use of our resources by for example reducing the turnaround time for getting a inpatient bed ready for use when one patient is discharged and another admitted. Major efficiency gains from improved processes can also come from process design without significant technological innovation (Grant, 2016). The move to integrated care with community and social services will be primarily a process redesign more than anything else. For example, it could mean clinically obese patients being treated by a dietician in their GP base to help reduce their weight before they have type 2 diabetes which may affect their sight and so they require Ophthalmology surgery in my organisation. Process design has already taken place in one area to improve efficiency and reduce costs.  There has been a drive to reduce the occurrences that planned surgical procedures have to be cancelled due to all of the beds in the hospital being full with those that have been admitted due to unforeseen circumstances. The majority of these patients are elderly who after treatment receive care in the community. When there are delays in accessing this care they have to wait as an inpatient in the hospital which then means there are not enough beds for patients recovering from a planned operation. A partnership between local care homes and the trust has been agreed to speed up the discharge of elderly patients requiring care outside of the hospital. This then reduced incidents of planned operations being cancelled and so the value to the patient is a reduced waiting time. Although my organisation cannot offer lower prices to patients it can still be a cost leader in its local market place. To achieve this competitive advantage then we must have a business structure with the lowest costs compared to our competitors but to achieve this whilst still delivering high quality services (Johnson, et al. 2017). The Model Hospital pilot and the move to integrated care have the potential to achieve both. 

A cost leadership strategy allows my organisation the opportunity for differentiation within its market place by offering specialist services. The most realistic opportunity is to take over responsibility for services from other local hospitals, amalgamate them into our own services and then provide a specialist service by being a centre for excellence in that particular medical field. For example, my organisation is the hub for the South Mersey Arterial Centre which provides specialist vascular surgery services for the Wirral Peninsula, West Cheshire and Warrington. Previously these services were provided at three separate hospitals (The Countess of Chester, Wirral University Teaching Hospital and Warrington and Halton Hospitals) but my organisation was chosen to lead this new amalgamated service. An NHS report in 2011 stated;

Research shows that the chances of survival and improved quality of life after treatment of arterial diseases are greatest when patients are treated by a highly trained specialist team working in a large centre to which many patients are referred.
The more operations carried out at a particular hospital, the more likely it is that treatment will succeed. Seeing more patients allows doctors and other staff to hone their skills and maintain them at the highest level, ensuring that patients get the care they need (Brickwood, 2011, p. 4). 

Therefore, such specialist centres provide value to patients by increasing the likelihood they will receive a higher standard of care. For example hospitals designated as specialist centres for orthopaedics receive a 28% increase on the income it receives centrally from the NHS for each orthopaedic treatment (Monitor, 2015, p. 7). We already have ten full time orthopaedic consultants and act as an informal hub for patients in North Wales, therefore, I would recommend that a similar model is adopted for orthopaedic patients. Planned surgery for orthopaedic patients in the Wirral Peninsula, West Cheshire, Warrington and North Wales should be performed in my organisation. 

During the planning for a differentiation strategy I would recommend that my organisation uses two of Michael Porters tests to analyse whether it is beneficial to continue before the implementation phase. The first is Porter’s ‘three essential tests’. The three tests are made up of an attractiveness test, cost of entry test and better off test. The attractiveness test ; the new service chosen must be structurally attractive. Cost of entry test; the costs of entry must not take up all future profits. The better off test; the new service must gain competitive advantage from its link to my organisation (Grant, 2016). The cost of entry test will be the key for my organisation, to develop a totally new service would be cost prohibitive but I would recommend following the example of the vascular surgery amalgamation instead. By utilising our existing services to become a specialist hub in the region should reduce the cost to entry. 

The second is Porter’s Five Forces model of industry competition. The five basic competitive forces are; the threat of new entrants, the bargaining power of buyers, the bargaining power of suppliers, the threat of substitute services or products and the intensity of rivalry among competitors in the industry (Dess et al. 2014). Each of the forces affect an organisations ability to compete in a given market and also determines the value it can derive from that market.  The forces most applicable to my organisation would be new entrants and the bargaining power of suppliers. If we expanded our orthopaedic department to become a regional hub the threat from new entrants would be reduced and the power of suppliers reduce also because of our increased purchasing power. 

Conclusion

This assignment has aimed to provide an in-depth strategic analysis of my organisation and critique the strategic management of it. Then I sort to give recommendations for a new strategic approach. My analysis has highlighted how the strategic directions chosen by the board of directors have focused too much on cost savings and given no thought to complimentary differentiation strategies. The Model Hospital pilot and the move to integrated care offer opportunities for growth. The former reduces the incidents of ‘bed blocking’ which then reduces waiting times for operations. This allows us to attract patients from outside of our locality who are willing to travel to have their operations sooner than elsewhere. The latter allows us to reduce the volume of patients that have conditions that do not relatively bring to us a high level of income. We could then focus our resources instead on providing more specialist services that command a higher tariff (income). Although I believe the strategic management of the trust has been lacking the situation can be turned around by having differentiation as well as cost saving strategies.
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