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Helen Bevan on Cost and Quality (full version)
Across the world, there is one issue challenging the healthcare improvement movement
more than any other: how do we reduce costs whilst simultaneously improving the quality
of care? Too often, in the NHS and other healthcare systems, cost and quality are seen as
trade-offs or alternative priorities. For senior leaders, the need to reduce the cost base may
supersede all other goals.

Within our organisations, clinicians often view themselves as the 'defenders' of quality,
protecting patients and professional standards against the demands of Directorate
managers or the Finance Team. Financial leaders may see themselves as defending the
bottom line against the excesses and lack of cost control of clinical teams. This leads non–
clinical leaders to use methods of cost-cutting and financial scrutiny which may appear ill-
considered and heavy-handed to clinicians.

Finance leaders experience high costs and lack of cost control. Clinicians experience
disempowerment, hassle and clinical risk. Both are different manifestations of the same
source of problems: poorly designed systems. Evidence suggests that both kinds of
problem respond to the same types of intervention; actions that seek to improve value and
reduce waste and variation in healthcare delivery can also lead to better quality care.

We need to fundamentally rethink our attitude towards quality and cost objectives. To date,
our approach has often been 'let’s seek to improve quality and worry about the financial
implications at a later date' or 'we need to reduce costs. We will try to take steps to avoid a
negative effect on quality'. These are not sufficient nor sustainable ways to solve the cost
and quality problem. The new approach need to be 'let’s set combined goals for quality
improvement and cost reduction' or 'let’s use quality improvement techniques as a means
of achieving cost reduction'.

One of the most promising approaches for the future is a focus on reliability. Reliability is
the capacity of the system to deliver what it should deliver without it going wrong. Reliability
in a NHS context means the consistent execution of effective, evidence-based care
processes across the organisation or the system. In our improvement work in the NHS, we
typically see 'defect rates' in clinical processes averaging around 30 per cent. This means
that NHS patients do not get the service they should get nearly a third of the time. NHS
organisations that have been applying 'Lean' analysis to their clinical processes report that
between 30 and 90 per cent of activities add no value to patients. Yet it is not all bad news.
Across the NHS, we see an increasing number of teams using systematic redesign
approaches to create lean, largely error free, processes that deliver consistent care and
save money. For instance, teams that took part in a natural experiment to reduce variation
in care processes achieved an average 25 per cent reduction in defect rates and an
average saving of £65,000 per process.

One of the problems to date has been the lack of healthcare specific evidence about the
relationship between cost and quality, but that is about to change. Over the next period, we
will see emerging global evidence of a strong association between high quality (reliable)
processes and lower costs. In addition, the evidence shows that high quality processes can
lead to fewer adverse events for patients, lower mortality and fewer hospital re-admissions.

In future, it will no be enough to have expertise in service redesign and waste reduction
within our organisations. Changes need to be delivered through to realisation of real, cash-
releasing savings. Our colleagues in the USA, working on the same agenda, make the
distinction between 'light green dollars' (improvements in care delivery which also have the
potential to reduce cost) and 'dark green dollars' (savings actually realised). Much service
redesign activity in the NHS shows promise in making a contribution to cost reduction but it
is firmly in the 'light green' category. Relying on light green potential isn’t enough. What do
we need to do to systematically move this improvement activity to 'dark green'?

We can learn greatly from organisations that are leading in cost and quality in the NHS and
in other healthcare systems. What is distinctive about them? Firstly, they have unified
goals for quality improvement and cost reduction. Senior leaders such as the Directors of
Nursing, Finance and Medicine are all active, visible champions of quality and cost
reduction. These organisations use a consistent and single approach and toolkit for their
cost and quality improvement goals. They have typically framed the agenda as a culture
change programme as opposed (or in addition to) a financial recovery programme. They
have engaged staff at all levels, including clinical staff, wholesale in the effort. I consistently
hear the same kind of comments when I talk to clinical leaders and middle managers in
these organisations; 'There are so many operational problems. If we put them right, cost
and quality will go in the same direction' or 'this is the right thing to do. We would want to
do it even if we didn’t have a financial problem.' Finally, these organisations have
outstanding execution processes. They have systematic project and programme
management arrangements for making the light green changes and realising the dark
green benefits. Their programme structure is fully integrated into the mainstream business
of the organisation.

Some people fear that quality will get lost as the NHS focuses increasingly on efficiency,
productivity and cost reduction. I think, however, that we will see a fundamental shift in how
we frame cost and quality. Instead of systems to improve the quality and reduce the cost of
care, we will establish systems to improve the value of care. This requires new thinking
about how to unify cost and quality goals and how to redefine improvement tools and
approaches to achieve both quality and cost objectives. It also means new skills for clinical
and managerial leaders. These range from capabilities in improving and measuring
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services through to driving the money through to the bottom line.

Reference

Some of the ideas in this paper are developed from the following article:

Nolan T, Bisagnano M, April 2006 'Funding the balance between quality and cost',
Healthcare Financial Management (USA) 

© Copyright NHS Institute for Innovation and Improvement 2006-2013


