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Introduction

® Health care industry affects all the society groups and industries

® Changes within the circumstances of health care industry
influence the health care company’s operational processes

® Investments in health care industry are important for society’s
development

® Competition on value is crucial for health care companies



The objectives are:

® to point out the most important indicators influencing
competitiveness of health care company in Latvia

® to show that Balanced Scorecard may assist in increasing health
care company’s competitiveness



Competitiveness and Balanced Scorecard

Theoretical Point of View

® IMD WCC “we define the world competitiveness as an ability
of nations and enterprises to manage all of their competencies to
Increase their pI'OSperity”* (Suzzane Rosselet-McCauley, the Deputy Director of

International Institute for Management Development’s World Competitiveness Center)

® Competition derives from the environment where there 1s
rivalry for advantage or better results

® Competitiveness is this ability to compete 1n a certain market,
ability to compete for beneficial conditions

*Source: The IMD World Competitiveness Center. World Competitiveness Yearbook 2011 [Online]. Lausanne, Switzerland : The
IMD WCC, 2011 [accessed 1 Nov. 2011]. URL: http://www.imd.org/research/publications/wcy/World-Competitiveness-Yearbook-
Results/#/


http://www.imd.org/research/publications/wcy/World-Competitiveness-Yearbook-
http://www.imd.org/research/publications/wcy/World-Competitiveness-Yearbook-

Competitiveness and Balanced Scorecard

Theoretical Point of View

® Competitiveness - concept, which assists as a comparing tool

® Competition process promotes a better use of company’s
management knowledge

® Competitiveness can be a strategic management comparison
tool that shows the existing performance of the company and
further ability to compete in a certain market



Competitiveness and Balanced Scorecard

Theoretical Point of View

® Robert S. Kaplan and David P. Norton published article “The
Balanced Scorecard - Measures that Drive Performance” in
Harvard Business Review 1992. This created a new
management system where the strategic objectives of companies
have been transformed into the balanced set of indicators

® Balanced Scorecard 1s a management system that supports the
company’s management in leading significant processes and
changes in order to be more competitive in the market

® The purpose of this system was to balance company’s financial
and non financial measurements



Balanced Scorecard Perspectives
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Figure 1. Balanced Scorecard Perspectives

Source: KAPLAN, R. S., NORTON, D. P. Strategy Maps: Converting Intangible Assets Into Tangible Outcomes. Boston, United 8
States of America : Harvard Business School Publishing, 2004, 454 p.



Balanced Scorecard Indicators

Table 1.
Balanced Scorecard Indicators (2.), (3.)

Financial Perspective Internal Business Perspective

Net turnover

Production costs

Direct and indirect expenses

Amount of interest payable

Equity and barrowed capital weight and
price for use in %

The amount of taxes paid

Digitalization level in %

The average decision making duration in days
Average Debt Settlement Period in days
Company’s provisions with inventory in days

Ll bl
Ll

— Total asset value
— Fixed asset profitability in %
- Invested capital profitability in %
Customer Relationship Perspective Staff training and development
— Market share in % - Employee turnover
— The division of company’s customers in — The average employee length of service in
accordance with ABC method in % years
- Customer satisfaction index in % - Employee satisfaction index in %
— Price level change - Registered patent, received license amount

— Amount of lost customers — Investments in new market development 9




Analysis of Latvian Health Care Industry

Global Competitiveness Index
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Figure 2. Gross Value Added of Latvian Health Care Industry from the Year
2006 - 2010, in %, Calculated at Current Prices

Source: Gross Value Added [Online]. Riga : Central Statistical Bureau [accessed 27 Aug. 2011].  Available:h
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Figure 3. Latvian State Health Care Budget from the Year 2006-2012, in mln Ls

Source: Health Care Budget [Online]. Riga: Health Ministry of the Republic of Latvia [accessed 10 Nov. 2011].
Available: http://www.vm.gov.lv/index.php?id=130&top=0 17
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Analysis of Latvian Health Care Industry

Table 2.
Basic Indicators of Latvian Health Care at the End of the Year 2006 — 2010
Indicator 2006 2007 2008 2009 2010
Physicians of all specialities 8 341 8014 8 437 7 964 7 951
Residents and apprentices 420 478 637 489 463

Specialists with higher medical
professional education
Nurses with higher education 593 700 692 831 1 090

Medical personnel with secondary
medical education

Hospitals 106 94 88 69 67

Beds in Hospitals 17599 | 17497 | 17001 14434 | 11 920

Health care institutions providing
outpatient services- total

379 391 462 483 519

14751 | 14546 | 15197 | 13492 | 13217

3183 3 285 4 078 4 583 47756

Source: Basic Indicators of Health Care in Latvia at the End of the Year [Online]. Riga : Central Statistical Bureau [accessed 17 Oct. 2011].
Available:
http://data.csb.gov.lv/Dialog/varval.asp?ma=VA0010a&ti=VAGO1 .+BASIC+INDICATORS+OF+HEALTH+CARE+SERVICES+AT+THE+END+(3E6+TH}
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Analysis of Latvian Health Care Industry

Table 3.
Assessment of Latvian Health Care Industry based on Michael E. Porter 5 Force Model

Force (5.) Strength / Significance Comments

— Economic situation effects
Competition Intensity 3 — Competitor amount increase
— High influence on price politics

— Requirements of advance payments
Bargaining Power of Suppliers 2 —  Offer of certain company’s
medicaments

— Patient solvency

— Wider choice

Bargaining Power of Patients 5 — More educated, well informed in
health care due to available
information in social networks

Cheaper medical services on lower

Threat of Substitutes 2 - :
class technologies

Threat of New Entrants 4 — New medical centres entering in the
market
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The Results of Latvian Private Health Care Company

Managers Survey

Table 4.

Importance of Indicators Influencing Private Health Care Company’s Competitiveness

Indicator Rank | Points Indicator Rank | Points
Patient and public appreciation 1 112 Satisfaction of patient 5 159
needs
Rreosf(; gzggﬂlﬁze of medical 2 120 | Health care service 6 172
D : : differentiation level
Technological equipment level 3 127
Financial factors 4 143 | Cost savings 7 175
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The Results of Latvian Private Health Care Company

Patients” Survey

Table 5.
Priority of Patient Perspective Indicators in Evaluating Private Health Care Company
Competitiveness
Indicator Rank | Points Indicator Rank | Points
.. : : Waiting time to get to

Premsg 1der,1t1ﬁcat10n | 184 | health 6 404

of patients’ problems :
care professional

Avallabll.lty of health ) 316 Time spent on 7 464

care services problem solving

Service quality 3 | 33¢ |Company’sreputation | g 516
level

Price level 4 352 | Company’s

Service culture 5 380 compliance with 7 628
market trends
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The Results of Latvian Private Health Care Company

Patients’ Surve

Table 6.
The Balanced Scorecard Four Perspective Significance from the Private Health Care
Company Patient Point of View

Indicator Rank Points
Health care company’s personnel competence level 1 108
Health care company’s attitude to patient 2 148
Health care company’s internal business organization 3 268
Health care company’s financial indicators 4 276
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The Results of Latvian Private Health Care Company

Managers' and Patients™ Surve

Table 7.
Balanced Scorecard Concept Indicators for Health Care Company
Patient Relationship Perspective Internal Organization Perspective

1. Accurate patient problem identification 1. Interest in providing qualitative service
2. Service availability 2. Medical equipment technical level
3. Service quality 3. Company’s received recognition
4. Waiting time to get to the doctor 4. Exchange of information between medical staff and
5. Service culture other institutions
6. Price level change 5.  Employee awareness of the processes going on in the
7. Time for patient spent on problem solving company
8. Reputation level 6. Compliance with ISO quality standards

7. Various health care services in one place

8. Collaboration with suppliers, partners

Employee Learning and Growth Perspective Financial Perspective

1. Staff education and qualification 1. Profitability ratios
2. Staff average length of working in the company |2. Net turnover
3. Staff experience level in the field 3. Gearing ratios
4. Training course, seminar, conference attendance |4. Future cash flows
5. Staff turnover ratio 5.  Economic Value Added*
6. Investment in staff training and development 6. Liquidity ratios
7. Average age of the staff 7. Shareholders’ equity
8. Publications by medical staff 8. Market share

* Stern Stewart & Co. measure b3




The Results of Latvian Private Health Care Company

Managers' and Patients’ Surve

COMPETITTIVERNESS IMPEOVEMENT POSSIBEILITIES
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Figure 4. The Concept for Health Care Company Competitiveness Improvement
Possibilities
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Conclusions and Suggestions

® A global trend indicates that there 1s a change needed:

® 1n health care systems by refocusing the emphasis on value for
patients

® in the frameworks of health care policy despite the fact that
health level is improving globally; there still are relevant
inequalities between the regions

This indicates the incompleteness 1n health care systems and
inefficient use of the available resources and knowledge

25



Conclusions and Suggestions

® Market forces and government regulations are very important
aspects 1n analyzing the competition in the private health care
industry

® Price level, quality of health care services and the
company’s 1mage in Latviais a significant factor that can
influence the health care company’s competitiveness not only in
the local markets, but in global ones as well
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Conclusions and Suggestions

® As the most significant indicators, in evaluating the perspective
of collaboration between health care company and patient, the
private health care company managers have chosen availability
of health care company service and patient satisfaction index

® The private health care companies should think about a value-
based competition where companies can compete in delivering
better value to customer through the management of intangible
factors that can create a benefit for patients
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Conclusions and Suggestions

® Balanced Scorecard can better allow organizing the health care
company’s work by showing those business areas, which
require better strategic management.

This allow companies to focus on things that are the most
important and measure their success

® Concept for health care company competitiveness improvement
possibilities can be used in Latvian health care industry in order
to evaluate health care company competitiveness
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