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Tonight’s Ambitious Objectives

Setting the context—the need for 
organizational transformation
Understanding mission-based 
management (MBM) and its financial 
and productivity tools to improve our 
decision-making
Using these tools to design a better 
future



“Every system is perfectly designed 
to achieve the exact outcomes it 
produces.”



Academic Medicine In The United States
(1960-2000)
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The System We Designed

Growth of the academic core
Growth of the basic science enterprise
Growth of the clinical enterprise
Organization around the department
Financing via the cauldron



Revenues Of Medical Schools (1999)
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In our perfectly designed system, is 
anyone happy?



The Conventional Wisdom

“We’re working harder for less.”
“No one pays us to teach.”
“Our research makes a profit for the 
university and they don’t share it with us.”
“Since clinical income supports everything 
we do, let’s build a bigger clinical system.”
“Morale is lower than ever, and the 
institution can’t make anything work right.”
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Tonight’s Ambitious Objectives

Setting the context—the need for 
organizational transformation
Understanding mission-based 
management (MB) and its financial 
and productivity tools to improve 
our decision-making
Using these tools to design a better 
future
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A process for informing decision-making that 

1.…is mission-driven

2.…assures internal accountability

3.…distributes resources in alignment with 
organization-wide goals

4.…is based on timely, open, and accurate 
information

What is Mission-Based Management (MBM)?
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AAMC MBM Framework
Effective MBM implementation involves:
– Culture

•Leadership Model
•Peer-Accountability
• “Open-Book”

– Information
•Financial Accounting
•Faculty Contribution Measurement

Expected benefits are:
– Alignment of budget allocations with strategic goals
– Faculty compensation system based on performance and 

contributions with upside and downside consequences
– Effective use of decision-making processes to reallocate 

resources when necessary



Leadership,
Accountability

(MBM)

Strategy
(not MBM)

Metrics, Data, 
Tools, IT 
Systems

(MBM)

Compensation & 
Incentives

(MBM)

Infrastructure 
Improvements

(MBM)
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MBM Goal: Mission-Based Reporting
Matching Revenues and Faculty Effort…

…With Expenses and Mission Contributions

CEO’s (Dean)
Discretionary

Fund??

Grants, 
Restricted Gifts Clinical 

Revenues
Tuition and 

Hospital Support

Clinical Research

Education

The Cauldron
Dean (and Chairs)
as Clearinghouse

The Cauldron
Dean (and Chairs)
as Clearinghouse

The Cauldron
Dean (and Chairs)
as Clearinghouse

The Cauldron 
CEO(and Chairs)
as Clearinghouse
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MBM Goal: Integrated Management Reports

University-Wide:
Hyperion,
PeopleSoft, etc.

Hospital & Practice 
Plan:
SMS, IDX, etc.

Department: 
Departmental P/L’s

Other

1. Accurate
2. Timely
3. Standardized

Financial & 
Productivity Statements
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1. Baylor College of Medicine
2. University of Pennsylvania
3. Penn State College of Medicine/Hershey Medical Center
4. University of Wisconsin 
5. Loyola Stritch School of Medicine/Loyola Univ Med Center
6. University of Maryland School of Medicine/UMMS
7. University of Florida College of Medicine/Shands
8. New York Medical College
9. Creighton University
10. East Carolina University/Pitt Memorial Hospital
11. University of Texas, Galveston/UTMB Medical Center
12. West Virginia University/Ruby Memorial Hospital
13. Medical College of Georgia/MCG Health
14. University of Utah HSC/Univ of Utah Medical Center
15. University of Kentucky
16. MCP Hahnemann
17. Mt. Sinai School of Medicine
18. Beth Israel/Deaconess Harvard
19. University of Medicine & Dentistry, New Jersey - Newark

Related MBM Experience (Why?)
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Increase 
(or Erect)

Barriers to Entry

Invest and 
Grow

Redeploy
or

Close

Case Study #1: Strategic Priorities
To manage, plan and invest in an era of constrained resources…

HIGH

LOW

LOW HIGH

Market Growth Potential
…Leadership needs accurate economic and market information to inform decision 

making.
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Case Study #2: Research Support

Stable since 
FY ’95

77.8 78.6 82.2 81.6 78.2 71.8

74.6 70.6 78.6 81.4 95.5 101.2

18.8 20.921.0 21.2
21.5 21.8

21.5 21.720.0

7.16.9
6.96.9

5.8 6.3

15.012.9
11.09.5

10.510.3
10.810.0

9.59.2
9.6 10.3

12.3 12.8
13.3 13.5

18.016.0

14.6 13.1
15.6

FY '93 FY '94 FY '95 FY '96 FY '97 FY '98 est.

Gifts, Other

State General
Tuition

Clinical

Research
(Directs)

Indirect

VA
Physician Service

$10M Decline 
since FY ’95

TRENDS

Part A 
Hospital 
Payments

Research 
Growing

1 Excluding Program in Trauma, IHV.
Source: Dean’s Office Department Annual Reports.

1993 – 1998 Revenue Sources1

ILLUSTRATIVE
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Case Study #3: Compensation & Productivity

Faculty Do Not Have A Clear Understanding of Goals

Chair Faculty Faculty FacultyChair
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The Toilet

Case Study #4: School Finances

The School
( or Practice 

Plan)
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Case Study #5: Managing Resources
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Case Study #6: Fixing Historical Inequities
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Internal Funds Flow

GME Funds

Tuition

Directorships

Department D

Department C

Department B

Department A

HOSPITAL/UNIV
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Measuring Effort By Mission….

ILLUSTRATIVE

MISSION DEFINITIONS OF EFFORT BY MISSION

Clinical 

Research

Education

Provision of, supervision of and contribution to the diagnosis and treatment of 
patients
Supervision of residents, interns and medical students in provision of patient care
Formal appointments in administrative duties in clinical affairs (e.g. division Chair, 
hospital committee)

Organized research activities, grant writing, editing and publishing of research 
materials, training of individuals in research techniques
Administration of a specific research appointment (e.g., director of program project 
grant) 

Formal didactic teaching of residents, interns and medical students that is not 
directly related to patient care or research
Administrative responsibilities for overseeing education to which faculty is formally 
appointed (e.g. clerkship coordinator)

PERCENT
EFFORT

_____%

_____%

_____%

100%

The Effort Survey

The Faculty’s salary & benefits account for over 70% of the total Faculty Economy cost base.  It 
is imperative to understand both their efforts and output.
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FUNDING ALLOCATIONS
Clinical Billings
Clinical Collections
Dean’s Assessment
FGP Assessment
State Allocations
Restricted Funding
VA
Contracts
SUBTOTAL

395,008
143,500
(7,821)

(38,401)

577
97,855

6,432

6,432

359
5,037

5,396 $0 $0

$395,008
143.500

(7,821
(38,401

6,791
5,037

0
577

$109,683

)
)

Surplus & Loss: By Dept/Division/Faculty
Quarter: 2Name:

SSN#: SAMPLE FACULTY MEMBER
Department:
Division:

FTE
BUDGET ASSIGNMENT: ADMIN VAMC TOTAL

10%
RESEARCHEDUCATION

26%
CLINICAL

41%

DEPT EXPENSES
Salary and Fringes
Retirement
Clinical Insurances
Travel
Dues & Subscriptions
Malpractice (estimate)
SUBTOTAL

NET CONTRIBUTION:

(41,473)
(6,670)
(3,476)

(320)
(287)
(398)

($52,624)

$45,231

(26,300)

(182)

(26,482)

($20,050)

23%

(23,265)

(161)

($23,426)

($18,030)

(10,115)

(70)

($10,185)

($10,185)

0%

–

–

100%

($101,153)
($6,670)
($3,476)

(320)
($700)
($398)

($112,717)

($3,034)

ILLUSTRATIVE

2

1

3



+ 25.7m

Hospital

Clinical Enterprise

($16.7m) ($8.4m) +$2.1m ($14.3m)

AdministrationPhysiciansEducationResearch

Mission-Based Funds Flow:
The Interdependence Of Our Missions

Overall Conclusion: At Penn State, The Medical Center and (to a lesser 
degree) the physician practice cover negative margins in all other missions.
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Potential Productivity Measures

RVUs/FTE

Billings/FTE

Collections/FTE

Capitated 
Payments/FTE

Collections/Clinical 
Salary

Panel Size/FTE

CLINICAL

Grant Dollars/FTE

Salary Covered by 
Grant Dollars

Space Productivity

Grants Submitted

Publications

Intellectual Property

Invitations

RESEARCH EDUCATION

Graduate Students 
Taught

SOM Courses Taught

Medical Students Taught

Student Evaluations

Contact Hours

Performance of Students 
on Board Exams

Productivity Measures
ILLUSTRATIVE
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Measuring Productivity: Clinical
ILLUSTRATIVE

RVU1 per FTE

Faculty G
Faculty O

11,528

11,323
9,322

7,752

6,601

6,574

6,563

5,738
5,504

5,305
3,965

3,789

3,710

3,579

1,454
933

486

5,361
8,460

5,046

Faculty B
Faculty Q
Faculty J
Faculty I
Faculty E
Faculty N
Faculty L
Faculty M
Faculty A
Faculty D
Faculty F
Faculty K
Faculty H
Faculty C
Faculty P

Dept. Avg.

Initial Target 

Future Target 

1 Data normalized to equal one full-time clinician.
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Measuring Productivity: Research
ILLUSTRATIVE

Salary
Coverage + Research

ProductivityPublicationsSalary
Coverage =

Title and Author of all Institutional Publication
– Captures every article with an institutional 

address
– Enables the collection of an exclusive list of 

publications from a single source

Citation Impact Factor
– A systematic, objective means of determining 

the relative importance of scientific publications
– Detailed discipline-specific ratings

ISI’s Journal Citation 
Reports Provide:
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Measuring Productivity: Research
ILLUSTRATIVE

Faculty G
Faculty C
Faculty M
Faculty E
Faculty L
Faculty I
Faculty P
Faculty F
Faculty D
Faculty K
Faculty B
Faculty O
Faculty N
Faculty H
Faculty P

1,875
1,700

1,600

1,554
1,360

736

725
600

565
552

260
200

Research Points = 
(% salary coverage/2)

X 1000 +
200 points max./peer-
reviewed publication

Salary Coverage
Publications

Benchmark: 1,000 Research Points1

989
988
880

1 Data has been normalized to equal a full-time researcher.
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Measuring Productivity: Education
ILLUSTRATIVE

Lecture
Lab
Small Group

Lecture
Lab
Small Group

+ + +

+

+ +
Lecture
Lab
Small Group

3 hr prep
0.25 hr prep
0.5 hr prep

0.25 hr prep
0.5 hr prep

3 hr prep
0.25 hr prep
0.5 hr prep

+ + + +
Inpatient
Rounds

10%

Consultations
10%

PRACTICE TIME Procedural or
Diagnostic

Activities 30%

Emergency
Room
40%

Primary Care
Non-Primary

20%
35%

Lab Director
0.5 hr/1 hr lab

Program
Director

(program specific)

PBL, ICP Lab Director
0.5 hr/1 hr lab

Course
Director

(course specific)

4 hrs/week
per attending

=

=

=

=

+

UME
Yrs 1 & 2

UME
Yrs 3 & 4

+
Graduate

School

Allied Health

+
GME
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Measuring Productivity: Education
ILLUSTRATIVE

Faculty K
Faculty O
Faculty C
Faculty B
Faculty Q
Faculty A
Faculty L
Faculty G
Faculty J
Faculty N
Faculty E
Faculty P
Faculty H
Faculty D
Faculty F
Faculty M
Faculty I 200

Benchmark: 1,920 Education Points1

1 Data has been normalized to equal a full-time educator.

260
552

565
600

725
736

880
961
988
989

1,360
1,554

1,703
2,160

2,280
2,300

Education
Productivity Didactic Teaching and Prep Clinical Education= +

Must include 
information 
about peer 

evaluations 
and student 

evaluations in 
education 

productivity
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25%

50%

75%

100%

125%

Close + 1 Mon + 2 Mon + 3 Mon + 4 Mon + 5 Mon

A
cc

ur
ac

y

Time

Decision-making in the absence of 100% data
Establishing a balance between the “perfect” model and an 
implementable model (progress is directional at the outset, and 
refineable over time)

Productivity Measures: Caveat
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Measuring Productivity: Required vs. Reported
ILLUSTRATIVE

SoM Faculty
Reported 

Hours

394,000

119 ‘Excess
Capacity’
FTEs

228,000 hours

87 ‘Required’
FTEs

166,000 hours

166,000

SoM
Curriculum 

Hours

Prep Hours
Directorships

UME Yrs 3 and 4 + Residents

17,000
27,000
19,000

102,000

UME Yrs 1&2 + Grad Students



Tonight’s Ambitious Objectives

Setting the context—the need for 
organizational transformation
Understanding mission-based 
management (MBM) and its financial 
and productivity tools ti improve our 
decision-making
Using these tools to design a better 
future



Designing A Better Future

The most important area for developing 
new concepts, methods and practices will be 
in the management of society’s knowledge 
resources—specifically, education and health 
care, both of which are over-administered 
and  under-managed.

Peter Drucker, Harvard Business Review, 1997



Strategic Architecture

mission values guiding
principles strategies Imple-

mentation vision

Who are we? What 
guides
our 
work?

How do we
move forward?

What 
will we
accomplish?

present future
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Benefits of Mission-Based Management

• Consistent timely reports
• Effective Decision Making
• Accountability

Understanding of economics and investments of School & Hospital
Alignment of individual, school, medical center interests
Pulling toward common goals and shared interests 
Cooperation and collaboration across Departments
Training of faculty leaders
Honest dialogue & trust
Improved financial performance
Greater financial support for mission priorities

Understanding of economics and investments of School & Hospital
Alignment of individual, school, medical center interests
Pulling toward common goals and shared interests 
Cooperation and collaboration across Departments
Training of faculty leaders
Honest dialogue & trust
Improved financial performance
Greater financial support for mission priorities
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1. Grow Department by 
whatever means 
available

2. One-off side deals with 
Hospital and Dean

3. Rewarded solely for 
Department results

4. Only anecdotal 
knowledge of 
performance of other 
departments 

5. Competed for resources 
against other Chairs 

Contrasting the Chair’s World

How It Used To Be How It Is Now
1. Successes and failures 

more visible
2. Frank dialogue and 

mentoring with each 
faculty member

3. Deep understanding of, 
and engagement in, 
the success of the 
institution

4. Change agent
5. Work collaboratively 

with peers, while 
holding peers 
accountable for results



Unified Campus Teams

Mission-Based Teams
Relationship-Based Teams
Resource Teams

Research

Academic

Clinical

Information 
Resources 
Technology

Strategic 
Relations

Human 
Resources

Finance

Physical 
Resources

Teams 
Counci

l





The Team Performance Curve

Source: Katzenbach and Smith, 1993
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Improving Campus Morale

42%

55%

44%

60%

72%

62%

0%

10%

20%

30%

40%

50%

60%

70%

80%

ALL
PSHMC/COM
EMPLOYEES

COLLEGE OF
MEDICINE

MEDICAL
CENTER

November 2000
March 2002



Knowing is not enough,
we must apply;

Desiring is not enough,
we must do.

Johann Wolfgang von Goethe
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