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1.0 Introduction and Overview:

i.1 This report describes & study intended to explore how
nationalliv-available periormance indicators might be used to
identifv strengths and weaknesses in the services available
within & district. The original terms oi relerence Ior the study
envisaged three stages of work with the present report marking
the end of the first stage. The terms of reference for this
first stage were:

‘... (to prepare) .. a repor:t highlighting the lessons which can
be learned about Southampton from an examination of both the
wessex and Nationai books oI 1indicators. This report should
highlight where Southampton appears.to be coing well and perhaps
more importantly the areas which require further in-depth
examination with a view to saving monev'*

Although the desirability of proceeding to the later stages is
seen as in large part dependent on the outcome of the work
described in this report, both have complementary objectives. 8
Thus the objective oI the second stage 1s seen as 'Lo 1nterpret
and make use of the information presented in the initial report'
while that for the thirc stage 'shoulcd be to train staif to
understand and make good use of Performance Indicators'. In many
respects, therefore, the present stage oI work represents little
more than a Iirst trawl through the available data

t¢ establish whether further work is warranted. Hence the terrw
'pilot study' in the titie.

1.2 Despite the limited objectives of the present work it 1s
important to note at the outset that the study represents only a
partial response to the origina. terms oI reference. In

particular, zlthough the terms of refierence above envisaged &
studv highlighting the District's strengths as well as its
weaknesses, this report is concerned largelv with the latter.
This can in part be explained by the fact that the work focuses
on a small number of 'hvpotheses' manv of which were orginally
identified at the Regional Performance Review and almost all of
which, related to potential service 'ineificencies' or the
suspect' use of resources. The fact that the study might be
interpreted as 'exonerating' the District in certain respects,
means that there is a sense in which the studv does draw
attention to what could be some of Southampton's strengths. On
balance however, the work has been largelv diagnostic in the
sense of trving to cast some explanatory light on a number of
Southampton's 'suspect' indices.

1.3 Although Section 2.0 below draws attention to certain
methodological limitations inherent in the work, it is

* Enclosure F: Southampton and South West Hampshire Health
Authorityv DMT Papers, 19th October, 198u.
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appropriate to underline two of these here. First, 1in

common with anv studv which relies solely or primarily on
nationallv-available performance data, the work describec here is
extremelv uneven 1in its coverage. That is to say, it is focused
aimost exclusivelv on measures related to institutional (as
distinct from Communityv) 'performance’ anc looks soleyv at
measures of resource 'inputs' and service 'throughputs' to the
virtual exclusion of patient-related service 'outputs' (see Best,
1984). Secondiv, very few of the studyv's findings can be
regarded as conclusions in the sense that they provide & basis
for management action. Rather, the principal 'findings' of the
studv are the identification of those areas in which further
anaivtical investigation 1s likely to Dbe of greatest value.

1.4 Despite these (and other) drawbacks, the work describec here
probably does have a number of implications for the management of
services in Southampton. First, the findings of the study do
tend to show that in a small number of cases 'suspect' indicators
are so only because theyv have not been viewed 1n context. Such
indicators clearly do not reguire the Ifurther attention of
management. Secondly, & second set of 'suspect' indicators would
appear o reguire furtner investigation iI only because thev are
svmptomat:¢ oI patterns ol resource use which management ought to
have z better explanation for than they at present have. (OI
course, such indicators mav also be svmptomatic Of patterns of
resource use which provide opportunities for eifecting resource

e

h

fic . service improvements, or both). Thirdly, the
f1fdings of this study, taken as & whole, do tend to suggest that
the sensitive and accurate interpretation oI periormance
indicator data requires the involvement oI managers, scail

and in some cases perhaps patients, 'at the coal face'. Whether
or not this constitutes z finding with management implications
wiil depenc in part, oi course, on whether such groups can be
involved productively in the interpretation of this report.

1.5 The remainder of the report is organised as follows:

-Section 2.0 describes the approach to the study and draws

attention to some of the limitations in the methodology adopted.

- Section 3.0 presents the main findings of the study in relation

to the data upon which the findings are based.

Appendix C which contains the figures and tables relevant to the
findings in Section 3.0, has been bound separately for ease of
reference.




2.0 APPROACE ADOPTED:

2.1 The national set of performance indicators are intendec to

allow Districts and other units of management to develop &
comparative view of their own 'periormance' and use oI resources.
The introduction to the 1983 summary book of NHS indicators states:

'"The objective of the interpretation oif the perfiormance
indicators is to gain an overall view of a2 district's deplovment
of resources as compared with the deplovment in other districts.
The incicators are presented as & starting point for &

and further:

'No single indicator, or combination oi 1indicators will reveal

whether performance is 'good' or 'bad', 'efficient’ or
‘inefficient'. A first look at the indicators will do little
more than point to the most pressing questions about unusuel or

atvpical behaviour which need further investigation. It is this
further exploration and analwsis which may provide answers. ' '
(pages 6,7).

2.2 The principle underlving this 'diagnostic' use of

erformance indicators is that known as 'management bv

el

xceprion'. According to this view, performance measures which
e ‘'unusuzl' or 'atvpica!'(ie, are noticeablyv high or low

21, reiation to the distribution oI prevaila

measures) are intrinsicallyv interesting pecause they represent

either:

i) an 1innovation in the sense that the aberrant measure reilects
z2 new way oI dolng work and/or oI deplioving resources. (This
then poses the policv~maker or manager with the problem of

whether such an innovation can and/or should be encouraged).

ii) a égiig{g in the sense that the aberrant measure reflects a
wasteful or otherwise inefficient or ineffective deplovment of
resources. (In this case, the policv-maker or manager is faced
with the problem of devising wavs to discourage such practices).

iii) a 'local idiosvncracv' in the sense that the aberrant measure
reflects a peculiar workload or other externallv-imposed condition

(eg, a complex case mix; a teaching responsibility) which may or may
not provide an explanation (and justification) for the observed
aberration. (In this case, the policv-maker or manager is faced with
the problem of deciding which 'local' or other externallv-imposed
conditions warrant making exceptions to the more general rule).

2.3 As implied earlier, however, the KHS performance data which are
available suffer from a number of shortcomings which mean that
exceptional or aberrant measures defv such neat interpretation
and categorisation. Rather, most aberrant measures tend in




practice to fall into one of two much less satisfactory
categories.

Either thev are measures which tend to be aberrant for a variety
of difficult-to-test local reasons (eg. a new ward being
commissioned half wav through the financial vear),; and/or the
available data do not aliow abberant measures to be followed up
to the point where thev can be assigned to anyv oi the above three
categories with anyv reasonable degree of confidence (see Section
3.0 below).

2.4 The practical difficulties of utilising presently available
data to arrive at judgements about the periformance of individual
districts are amply illustrated iater in this report. Three of
the deficiencies characteristic of the data and which serve to
obscure their periormance implications are, however, worth
underlining at this point:

* Lack of conceptual claritv: as often as not, it is

extraordinarily difficult to reach agreement on what it is that
an individual indicator is intendec to measure and, perhaps more
to the point, what might cause the indicator to take on different
values. For example, manv of the indicators are ratios
expressing resources Or money in relation to service workload, or
the ratio of two resources to one another. Such ratios can
assume particularlv high or low values for & variety of reasons:

o
for instance, because the numerator is particuiarly high or low;

6r because the denominator 1s particulariy ni or low; or
because both the numerator and the denominator are'somewhat' high
or low in different directions; or because one or both are definec
measured and/or recorded slightlv differentliv from one distric:
to another; or, in individual cases, for & variety of other
reasons. In looking through what is apparentlyv the same ratio for
211 the districts in a region therefore, it is often the case
that ratios near the average are so for quite different reasons,
while those which appear aberrant mav similarly appear so for
different reasons. In such circumstances, it is often difficult
to think through what such a list of ratios is meant to be
measuring and what, if anything, this may have to do with
performance.

*Lack of distributional information: although the Summary

Booklets of Indicators do incorporate some distributional
information in the form of histograms for some of the indicators,
such histograms are of limited use in interpreting aberrant
values. Thus, while manv of the histograms show how XNHS
districts are distributed across different values of an indica-
tor, they give few if any insights into whv such an indicator
might take on different values and therefore, whv the districts
might be distributed as they are. For example, unit costs (such
as cost per case) are tvpically high at both low and high levels
of output (ie. at low levels of output, fixed costs are spread
over a small number of cases leading to a high cost per case




while, at high levels of output, variable costs are high thus
leading -~ for an entirely different reason - to a high cost per
case). In such circumstances, the indicator 'cost per case'
tends to be distributed in a2 'u' shaped fashion with high values
at either end of the ‘u' (ie. at low and high levels of output;.
This of course means that two districts or institutions can have
the same or very similar aberrant (high) costs for EEEEEE&E
different reasons. The lack of distributional information,
however, means that it is impossible to distinguish between two
such districts or institutions.

Manv of the indicitors would appear.in part at leas., to be

redundant in the sense that they would appear to be measuring

something verv similar to one or more of the other indicators

included in the booklet. That is to sav, manv of the indicators

woulc appear to be attempts to measure different variations on

the same 'performance theme'. This applies particualrly to many

of the clinical activity, manpower and unit cost indicators which

often tend to vary together for what are probablyv similar reasons. iFor
example, districts whose acute hospitals have & high bed

throughput tend, on the whole, to be the same districts with high

unit costs in the acute sector. In addition, these tend to be

the same districts with higher than average manpower levels - an
unsurprising observation perhaps - in that all three variables

tenc to reflect the fac: that occupied beds consume more
resources than do unoccupied ones. In these circumstances, it 1s
ciear that a fairly large number of inter-related and overlapping
indicators are being offered as a difficult-to-interpret and
imperfect surrogate for &z single performance dimension - namely,
intensitv of patient-related activitv per unit of resource
consumed. Such a confused and imperfect relationship between the
indicators and the underlving dimension oI performance, does
little to facilitate the process of arriving at useful and valid
performance assessments.

2.5 The overall approach to the present studyv therefore, was shaped
by three principle considerations:

(i) first, & commitment to test the potential usefulness
of presently available performance data whatever their

drawbacks;
(ii) second, a desire to adopt a methodology which - as far as
possible - offset and minimised the importance, of the

weaknesses in the data; and

(iii) thirdly, the recognition that the primary purpose of a
pilot study is to provide a clear indication of whether,
and in what areas, further study may be warranted.




.6 As noted earlier, the starting point for the study was the
results of the Regional Performance Review. This review resulted
in the identification of a2 number of indicators on which
Southampton appeared to be aberrant and where there was at least
some doubt abou: the explanation offered by the District. 1In
addition, further studv of the Wessex Summary Book of Indicators
revealed a number of further abberations which, it was felt,
deserved some investigation. In all, these two reviews produced
eleven observations or guestions ‘about the District which
provided the starting point for the study (see 3.0 below).

2.7 The methodological problem thereiore, was how ro cast some

light on these gquestions while taking account of the three
considerations set out in 2.5 above. The approach adopted had
two principle characteristics:

i) First, no indicator was examinec in isolation but rather

was alwavs viewed in the context oI a group (usually

between 3 and 6) of interrelated indicators. .
Whenever possible, an attempt was made TLO examine interrelated input
throughput and 'output' indicators - although frequently,

throughput or activity level indicators had to be used as

surrogate measures for output.

ii) Secondly, whenever possible comparisons were made over time
as well as between districts (or institutions).

2.8 Both of these principles were adopted in order to tryv to

avoid the worst of the pitfalls set out in Z.- above as well as

to maximise tne chances that like was being comparec with like.

In addition, everv candidate 'finding' oi the study was

continuouslv reviewed in the light of the fact that all of the
indicators being studied were institutional measures which take

little or no direct account of community and other extra-institutional
considerations.

2.9 The principle analytical side utilised during the study was the
Barber-Johnson diagram. This was used in two quite different ways to
examine both inter-district as well as time series comparisons. The
first way in which the diagram was used 1s in its more

traditional form. Used in this way, the diagram allows four
different measures of bed usage to be compared over time and/or

in relation to a selected input measure such as cost per

inpatient day, or nursing staff per occupied bed. The use of the
diagram for this purpose 1s explained in Appendix A*. In this

form, the four measures of bed usage - or throughput - stand in

as activity level surrogates for hospital output which can then

be looked at in relation to one or more of the inputs which are
necessarv to produce that 'output'.

*Reproduced with the kind permission of J Yates (ref 3 AppxB)
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The second wav in which the Barber-Johnson diagram can be used is to
examine the inter-relationship between unit costs, total costs, &
measure of activity level or throughput, anc one input necessary to
produce that activity or throughput. This use of the diagram is
illustrated in figure 2.1 below:

e

Unit 9

. [ ]

Cost . L e
input indicator

o e (23 E

o measure of activity or throughput

Total

L

7 Cost

Figure 2.1 The Barber Johnson Diagram

This use of the diagram is perhaps best il

1 rated bv reference
to four indicators related to hospital cate

t

ng. In this case,
he uni: cost might well be the cos: per meal servec anc cthe
toral cost that of the catering budget. The individual dots would
then represent the number of meals served in different

hospitals or in the same hospital in different yvears.

Finally, the number in brackets might be a resource input such as
the number of catering staii per meal or per patient dav. Used
in this way, the diagram facilitates the examination of {sav}
aberrant unit costs or stafifing levels in relation to three other
related variables either across different hospitals and/or over
time.

2.10 It should be emphasised that the Barber Johnson diagram
does not produce 'answers' or unequivocal interpretations of
'suspect' indicators. As should become clear in section 3.0
which follows, however, the use of the diagram does facilitate
the svstematic investigation of aberrant indicators which, in
isolation, often have little meaning.

3.0 THE PRINCIPLE FINDINGS:

3.1 1In presenting the findings of this study it is appropriate
to emphasise once again that few of the findings qualify as
‘results' in the sense that thev have clear implications for
management action. Rather, they constitute more of a record of
how the 'suspect' indicators for a particular district were
investigated in a short period of time using relatively




unsophisticated 'diagnostic' aids.

3.2 As noted in 2.6 above, the starting point for the
investigation was the identification of a number of indicators
which portraved Southampton as in some sense aberrant or 'out of
the ordinarv'. These, in turn, gave rise to eleven observations
or questions about the District which were the focus of the
studv. In order to provide an overview of the intended scope of
the studv, these eleven observations are listed below:*

3.2.1 The District's mein acute hospital (610 beds),
the Southampton general (SGH), has & surprisingly high cost
per patient dav (p.89)

3.2.2 A surprisingly high proportion of the SGH's costs would
seem to relate to medical staff and clinically related
support services (p.89)

3.2.3 Clinicaliv-related support service costs in the ng;rlct
other main acute hospital, the Kkoval South Hants (356
beds), would also seem o constitute & surprisingly high

proportion of total costs (p.89).

3.2.4 Four of the District's five smal. mental handicap units
would seem to have high domestic anc cleaning COSCS (p.122)

_— - - -

3.2.5 The District's maternitv hospital, the Princess Anne

(208 beds), would seem to have particularlyv nigh catering
costs (p.90)

,

.6 The District's acute psvchiatric un
91 beas\ would seem to have a partlcu
inpatient dav (p.113/116).

(&3}

ept of Psvchiatgry,
high cost per

3.2.7 The acute hospitals in Southampton would seem to employv &
parthularlx high number of professional and technical staff
relation to other stafif numbers (p.131).

3.2.8 Accident and emergency cOSts (per case) in Ehg district
would seem to be particularlv high (p.124/125).

3.2.9 The domestic and cleaning costs in the District's

geriatric and long-stayv hospitals are high (p.113).

3.2.10 The nursing staffing levels (per inpatient day) in the
district's acute sector would appear high (p. 133).

3.2.11 The Western Hospital - the District's other main

*The page numbers in brackets are from the DHSS Summarv Book of
Indicators for the Wessex Region. These refer to the principle
indicator or indicators giving rise to the observations,




acute unit (2G« beds) - would appear to have high domestic anc
cleaning costs.

3.3 The Summarv Book of Indicators sub-divides periormance
indicators into 7 tyvpes (e.g. manpower, finance, clinicel
activity, etc). However, not all of these tyvpes are compatible -
some being available by district-wide basis only, while others
are available on an institution-by-institution basis.
Consequently it is not alwavs possible to compare activity levels
with costs and (say) manpower in & wav which allows observations
such as those above tc be svstematically investigatec. For
example, whlile nursing costs per inpatient day (or case) are
available on an institutional basis, nursing establishment data
are onlv available on & District-wide basis. Thus, it is
difficult at best to determine whether there may be & link
betweeen observations such as 3.2.1 above (which reltes to high
costs in the acute sector) and 3.2.10 which mayv be one of the
reasons for the high costs.

3.4 For this reason, the findings which follow cannot alwavs bpe
neatlv associated with a single observation. The findings are
therefore presentec under headings which draw attention to the
observation or observations to which thev relate.

(1) Observations 3.2.1 and 3.2.2 (possible implications for3.2.7>

-

Because the SGH is the district's main acute unit consuming some
355 of Southampton's S77m budget, 2 large part of the study was
devoted to observations 3.2.! and 3.2.2 above. In particular, an
attempt was made to answer two QquUesTiONs: first 1s the SGH an
expensive hospital as provincial teaching hospitals go? and
secondly, if so, what would seem to be the cause(s)? Figures 3.1i~-
3.7 and tables | and 2 of Appendic C summarise the principle
findings in relation to these two guestions.

For a number of vears, the SGH has been an expensive hospital
when examined on a cost-per-inpatient day basis. However, when
SGH was compared with other provincial teaching hospitals on a
cost per case (ie. on a workload-related unit cost) basis, this
apparent costliness tended to disappear. In other words,
traditionallv SGH had been held to be expensive because it was
busy and, on the whole, busy hospitals are expensive hospitals.

To see if this still ‘'explained' the observations in 3.2.] above,
figures 3.1 and 3.2 of Appendix C were constructed. These
compare the cost of SGH to the costs of two other provincial
teaching hospitals of similar size and bed complement, as well as
to the national average for all provincial teaching hospitals for
the period, 1977/8 - 1982/3. Figure 3.1 confirms the long-
standing impression that SGH is an expensive hospital on an
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inpatient day (IPD) basis. Figure 3.2 however, tells a somewhat
different storv from the more traditional one. Here, it can be
seen that while SGH was not a particularlv expensive hospital on
& per case basis for the period to 1980/81, this pattern has been
broken in the 2 most recent vears. Indeed, for the two vears
1981/82 and 1982/83, SGHE has become one of the most expensive
provincial teaching hospitals on both a IPD and & per case basis.

This observation is confirmed in ‘the Barber~Johnson (E.J.) diagrams
shown in figures 3.3 - 3.6. As can be seen in figures 3.3 and

3.4, for example, while there is a clear tendency for the busier
hospitals (ie. those closest to the origin) to be more costly on

an IPD basis, the costs of SGH still appear high. Indeec, SGE 1is
the most expensive provincial teaching hospital in the United
Kingdom for 1981/82 and 82/83 even though in both vears, some of
the other hospitals had similar or even greater inpatient
workloads.

Figures 3.4 and 3.5 give a somewhat different impression. Here,
there is a clear tendencv for hsopitals clioser to the origin of

the diagram to have lower unit (ie. per case) costs than those \
farther awav. This might well be expected in that as the

scale of inpatient activitv increases, unit costs (such as cost

per case) will have a clear tendency to exhibit 'economies of

scale'. In this light, it is clear that while SGH is not the
most expensive hospital on a per case basis, it is still
~eilativelv expensave. Thnat is to say, it would not appear tc¢ be

Seneiiting from the economies which might be expected to follow
from its scale of activitv. Were SGKE to be benefiting, its per
case costs might well be expected to resemble those of the other
hospitals in its immediate vicinity on the B.J. diagram - i.e
something like £700 - 750 in 1981/82 rising perhaps to £750 - 800
in 1982/83.

In an attempt to provide further insights into these
observations, some of the characteristics of the inpatient
workload of a sample of (apparently similar) provincial teaching
hospitals were examined for the period 1977 - 78 to 1982 - 83.
The results of this are summarised in figure 3.7. Here, it can
be seen that for the period 1977/78 - 1980/81, SGH dealt with one
of the highest workloads of all provincial teaching hospitals
increasing bed utilisation significantly throughout the period.

The period 1981/82 and 1982/83, however, which incorporated the
1982 industrial actions, shows all the hospitals (with the
exception of the Leicester Roval Infirmaryv) reversing this

pattern of continuously improving bed utilisation. (Thus all of
the hospitals shown move either toward the right of the diagram
and/or away from the origin). It is interesting to note that

while the general pattern exhibits a drop in bed utilisation
resulting from an increase in 'bed emptiness' (ie. a move toward
the right of the diagram), this is far less true of the SGH.
Indeed, in 1981/82, while the average length of stayv increased to
7.5 days at SGH, this was not at the expense of bed emptiness.




Equally, while in 1982/83 there was some increase 1in turnover
interval, SGH's bed occupancy was still far higher than all of
the other hospitals shown. Such a pronounced change in the
relationship between length of stay and turnover interval without
a 'compensating' increase in 'bed emptiness' implies a
significant shift in case mix - an observation which could well
provide a part of the explanation for SGH's high costs in recent
vears.

Table 1 contains the base data for six of the provincial teaching
hospitals included in figures 3.1 - 3.7. Examination of these
data confirm the impressions gained from the diagrams and in
particular, show the relative escalation in SGH's costs during
1981/82 and 1982/83. One additional 'explanation’' far this
increase, however, is suggested by the table. The Princess Anne
(PA) maternitv hospital was until 1980/8!, part of SGH. Since
that time, however, the PA has been a separate institution with
its costs recorded separatelv from the SGE. Equally, its case
load is now separatelyv recorded. In so far then, as SGH is being
compared with other provincial teaching hospitals whose unit
costs and case load 1ncorporate an obstetric component, it may be
that the SGH appears expensive simply because like 1s not being
compared with like.

To cast some light on this possibility, it 1is interesting to
examine the date shown in the last 6 rows oI Table .. Here, the
unit cost anc workloac date for the PA were combinec with those
for SGH to produce & 'svnthetic' SGH inclusive oI an obstetrics
unit. As can be seen, these data tell & quite different storv -
and one verv similar to that which prevailed before the
commisioning of the PA in 1981. XNamely, that of a very busv
provincial teaching hospital with a relativeliv high IPD cost but
&z far from exceptional cost per case.

When these 'svnthetic' data are plotted on the B.J. diagram shown
in figure 3.7, this same impression emerges. Indeed, the 1977/78
to 1982/83 'trajectory' of the combined SGH and PA hospitals has
very much the same shape as most of the other hospitals shown.

At the same time, it is a much busier hospital than most of the
other provincial teaching hospitals - a characteristic which
tends to be refelcted in high unit costs.

Although the opening of the PA hospital would seem to explain
SGH's apparently high costs, it is not obvious that this explains

observations such as 3.2.2 and 3.2.7 above. For this purpose, it
is useful to refer to the data in table 2. Table 2 looks at
SGH's component costs in relation to other U.K. provincial
teaching hospitals. The numbers in the table are SGH's national

ranking for each component cost for the period 1977/78 - 1982/83.
These are shown on both an IPD basis (left hand side) and a per
case basis (right hand side). Looking at the third row of
numbers in the table, for example, shows that in 1977/78 the SGH
was the third most expensive provincial teaching hospital in
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terms of nursing staff expenditure per IPD, while bv 1982/83, it
had dropped to fourth (out of 20 hospitals). By contrast, SGH
was the 1lth most expensive in 1977/78 on a per case basis,
moving up to 9th by 1982/83.

Besides confirming the two earlier impressions that SGH is a much
more expensive hospital per IPD than per case, and that per case
costs have jumpec in the last two vears, the table contains
certain other potentially interesting messages. Perhaps the most
interesting observation is that SGH's patient-related variable
costs increased dramatically over this period and, in almost all
cases, much faster than non-patient related and 'semi-fixed'
costs. For example, on & per case basis, MSSE costs have gone
from 1lth in 1977/78 to 3rd in 1982/03; Pharmacy costs from lath
to 7th; Radiologv from 13th to 4th; Medical Phvsics from lith to
lst; and so on through Phvsiotherapy, LlLinen, Medical Records,
etc. This could well provide a part of the explanation for some
of the aberrant acute sector indicators in Southampton, as well
as suggest that there mav be more to SGH's high unit costs than
simplv the commissioning of the Princess Anne.

(ii) Observation 3.2.3:

Although time did not allow for a detailed examination of those
data which mav help to explain some of the apparently high
support service costs at the Roval South Hants (RSH), figures 3.§&
and 3.9 do sugges:t that this may wel: be & topic worth further
investigation. The Barber Jonnson diagrams shown in figures 3.8
and 3.9 are the same as those in 3.3 - 3.& except here, the
comparisons are with other acute hospitals in the Wessex Region
rather than with provincial teaching hospitals. Again, the cost
per IPD diagram (figure 3.8) demonstrates &z clear tendancy for
the hospitals to become more expensive as their inpatient workload
increases, while figure 3.9 again exhibi:s & tendency toward
'economies of scale' as workload increases. In both cases,
however, RSH stands out. In figure 3.8, for example, its costs
would appear relatively high by comparison with other hospitals
dealing with a similar workload, while in figure 3.9 RSH shows no
evidence of benefiting from 'economies of scale'. As is
suggested in Section 4.0 below, these observations both imply
that further investigation of RSK's costs and workload
characteristics would be worthwhile.

(iii) Observation 3.2.5:

Again, the studv did not allow for adequate investigations of the
apparently high unit catering costs at the Princess Anne
Hospital. Nevertheless, it was possible to examine superficially
the hvpothesis that such costs should also reflect economies of
scale. Figure 3.10 summarises the exploration of this
hypothesis.

If unit catering costs do, in fact, reflect such economies, then
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the relationship between these costs and a measure of scale =~
such as case throughput - should resemble a curve like that shown
in the figure 3.10. If this is the case, the catering costs at
Princess Anne would appear to be relativelwv high. If, on the
other hand, unit costs and scale are related via a linear,
straight line relationship, then on figure 3.10 the 'best fit'
line would pass through the data point representing PA's costs.
Obviously, this would suggest that these costs were in line with
those of the other acute hospitals in Wessex. Depending on the
scale of savings which might result from a rationalisation of the
P4 catering service, this mayv again be another arez worth further
investigation.

(iv) Observation 3.2.6:

Although there was little opportunity to look into the apparently
high costs of the Department of Psvchiatry, the data included in
the Summary Book itself did offer insights into why these costs
may in fact be high. In particular, Table 30 on page 116 of the
Wessex Summarv Book gives the percentage component costs for each
of the mental illness hospitals in the Region. Close examination .
of these costs reveals that Southampton's Department of
Psvchiatry stands out in one important respect. Thus, if the
component costs are divided into two tvpes =~ namely, clinical

and non-clinical* - it is clear that the Department oI Psvchiatry
is difierent from everv other mental hospital in the Region.

This difference is summarised in the tabie below:

% Clinical Costs % Non-clinical costs
Dept of
Psvchiatry 74.2 25.¢8
Regional
Average 57.8 42.2
Regional
Average exc. 564 43.6
Dept of : :
Psychiatry
National
Average 57.6 42.4
Next most 65.7 34.3

similar hosp-
ital in Wessex (Weston Lodge, Bath).

*Clinical costs include medical staff; nursing staff; surgical
supplies; pharmacy; diagnostic services and paramedical services.
Non - clinical include administration; catering; domestic and
cleaning; laundry services and estate and general services.




These figures clearly imply that the Department of Psvchiatry 1s
in some sense a more 'clinical' hospital than the other mental
hospitals in the Region. This may or may not account for the
observed high costs but s clearly worth further examination.

(v) Observation 3.2.9:

All three of the geriatric and long stay hospitals (ie.
Lyvmington, Ashurst and Moorgreen) in Southampton would appear to
have relatively high domestic and cleaning costs. Because this
was true of all three hospitals (suggesting & district-wide
effect), an attempt was made to look at this aberration in some
detail. The results ¢f this examination are summarised in
figures 3.11 - 3.13. '

Figure 3.11 displays the relationship between unit and domestic
and cleaning (d&c) costs, total costs and the case throughput of
geriatric and long stay hospitals. Although there are a number
of exceptions, there is a clear tendency for unit costs to
increase as case throughput increases and all three of the
Southampton hospitals are examples of this. Although there 1is
no obvious reason whyv d&c costs should increase with patient
throughput in a long stay hospital, figure 3.12 confirms that
there is such a relationship*.

To examine the possibilitv that the relarionship between unit
Sosts and throughput might be a more structural one (and not
limited solelv to d&c costs), the B.J. diagram shown in figure
3.13 was constructed. This figure confirms the impression that
busv hospitals tend to have higher unit costs (ie. tend to be
closer to the origin), than do less busv ones. The three
Southampton hospitals are no exception to this and, indeed, would
appear to have somewhat low (overall) unit costs by comparison
with the other long stay hospitals in Wessex.

It is unclear therefore, just why the Wessex long stay hosptials
should have what would appear to be aberrant d&c costs. The
relationship with case throughput suggests that one possible
explanation may be that domestic staff are engaged in what - in
other districts - might be recorded as nursing duties. Whatever
the explanation, this represents vet another area which probably
deserves further investigation.

*The three data points marked (WD)represent the unit costs of
the three West Dorset HA long stay hospitals. Although why West
Dorset hospitals should be exceptions is unclear, if they were to
be regarded as 'outlvers', the relationship between d&c unit
costs and throughput would be even more pronounced.
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(vi) Observation 3.2.10 (possible implications for observations
3.2.1 and 3.2.7)

The suggestion that the acute hospitals in Southampton would appear
to have relatively high nursing establishment levels was

briefly (and superficially) examinecd utilising the Barber-Johnson
method. The results of this brief examination are illustrated in
figures 3.le and 3.15. Figure 3.ls arrays nursing establishment
levels (vertical axix) in relation to workload (horizontal axis)
to test the possibility that the pattern of acute nursing
establishment should, like a number of other acute sector inputs,
exhibit 'economies of scale'. I7 this were to be the case, oi
course, the bracketed figure showr. in 3.l= (ie. nurses per acute
bad) should, in theory, become smaller as one moves from left to
right on the diagram.

. There is some evidence for such economies if the Southampton and
Isle of Wight figures are ignored. That is to say, there is 2
clear tendency for the number of nurses per acute bed to fall as
total nursing workload increases, with the exception of these two
districts. \

To test again whether this kind of effect might be present, the
B.J. diagram shown in figure 3.15 was constructed. Here, the
evidence is mixed, although whatever theorv is held about
economies of scale, the unit nursing costs at the Roval South
Hante are cleariv worthv of further investigation. Indeed, these
f.gures suggest that the high nursing scaff levels i1mplied bv
figure 3.14 mav not be a district-wide phenomens at all but
rather & problem largelv confined to the RSE.

. 4.0 SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

4.1 In order to assist in the interpretation of the above
findings and the insights gained during the study more generally,
the follwing list attempts to summarise the principle conclusions
of the work:

4.1.1 The component cost structure of SGE deserves further
studv. These should probably be compared with the cost
structure of similar provincial teaching hospitals
elsewhere. There may well be considerable scope for
effecting savings in spending on the medical support
services at SGH.

4.1.2 The component cost strucutre of the RSH should be
examined in relation to similar actue units

elsewhere. Particular attention should be paid to the unit
costs of clinically-related support services. Unit nursing
costs should also be examined in relation to nursing

16




workload and nurse staffing levels.

w.1.3 The domestic and cleaning costs throughout the
district and in particular, in the long stay hospitals,
should be further investigated. This is one area in which
Southampton's practices appear to be particularly costly and
therefore, one area in which considerable savings may be
possible.

4.1.4 The possibilitv that domestic stafi are undertaking
nursing duties in Southampton's long stay hospitals should
be investigated.

4.)1.5 The catering costs at the Princess Anne would appear
to require further justification.

4.1.6 The costs of the Department of Psychiatry are high:
there would appear to be 'clinical' reasons for this,
although this too should probably be justified more
explicitly.

4.1.7 This studv did not provide an opportunity to examine
the high A&E costs of the district nor the costs of the
wWestern Hospital. There would appear to be good reason

for examining both of these. (see 3.2.8 and 3.2.1l above).

5. .8 ©Before further work is under:taken, the results of
this study should be more widely disseminated within the
District. This is the best guarantee that further work will
not be abortive.
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