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WHATISHEALTH RESULT?

Robert Maxwell

The basic idea is obvious enough. We ought to be able to state what
effect an intervention aimed at improving health is intended to
achieve, and then see whether it does. In practice, however, things
are not that simple.

The consequential links between intervention and result fre-
quently contain elements of uncertainty. Many therapies in common
use, and widely believed to have good effect, have never been rigor-
ously evaluated. The gold standard for evaluation is the randomised
controlled trial (RCT)', yet most therapies have not been subject to
an RCT, sometimes for good reason. When this has been done, the
results are frequently ambiguous, with subsidiary questions un-
answered and conclusions in terms of mathematical probabilities, not
certainties. In addition, it may take a considerable time before out-
come can be defined with any certainty: cancer, for example, is often
assessed in terms of survival at five years after intervention.
Moreover, few fields of human knowledge change as fast as biological
science, so that today’s RCT results, however scrupulously collected
and analysed, could represent yesterday’s truth.

There is the fact, too, that health care, however good, is not the
same thing as health. What matters has to be health. The patient may
survive and prosper despite poor health care. Equally, the most
meticulous care may not produce a good result in any one case. Of
course many illnesses will clear up quickly with appropriate treat-
ment, or even without it, but many others will not, particularly when
the illness is complex and chronic.

Health is in any case relative, depending upon the age, attributes,
behaviour and luck of each individual. In this sense the World Health
Organization definition of positive ‘wellness’ is dangerously mislead-
ing.” The vigour, well-being and virtual unconsciousness of physical
limitations that may be assumed as a right by many young people are
irrelevant for anyone with a serious, long-term disability, including
most older people. Health is limited to a greater or lesser extent for
anyone who is not currently an Olympic athlete in a perfect state of
physical and mental well-being, and no amount of health care will
magically produce or maintain that ideal.
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MANAGING FOR HEALTH RESULT

Even death, the most apparently unambiguous measure of failure
of health care, has its own ambiguities. For one thing, it is ultimately
inescapable. For another, many therapies may involve pain, indig-
nity and other disadvantages which unacceptably outweigh any be-
nefit they may bring in extending life. In this sense, all health care
needs to recognise the ultimate inevitability of failure.

To restate the argument so far:

Much health care, well intentioned, rests on assumptions about re-
sults that fall well short of certainties.

Even when the evidence about results is strong, it may be out of
date because medical knowledge continues to develop quickly.

Health care is a means to an end (health), not an end in itself. But
health depends on many variables besides health care, and is rela-
tive rather than absolute.

The law of diminishing returns applies in health care. Even small,
expensive gains may well be worth having, but they are not neces-
sarily worth the cost in terms of money or of pain.

Health failure may in some cases be easier to measure than health
success. No health success is permanent, because the only certain-
ties in human life are about ageing and, ultimately, death.

Facets and levels

Good health care which is relevant to, but not a guarantee of, good
health, has more than one dimension. Elsewhere® I have postulated
the six dimensions of health care quality which are:

access to services

relevance to needs (for the whole community)

effectiveness (for individual patients)

equity (fairness)

social acceptability

efficiency and economy

The most important point, however, is not whether these six are de-
finitive, but that the matter is complex and multidimensional. A tech-
nical definition of quality in the treatment of the individual patient
tends to be uppermost in the minds of the responsible professionals,
for instance. But patient satisfaction is also important, and this de-
pends on being treated with respect and the perception of an accept-
able result. In grading the performance of a whole system, questions
of equity, relevance and economy are as important as the skill and
humanity received by the individual patient. If some people
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do not have access to adequate care, or receive much poorer care
than others — as is patently the case in the United States and in much
of South America — the system as a whole is under-performing. If im-
portant, soluble health problems are ignored, while attention is
lavished on others that are relatively trivial or intractable, or even
both, then the system is failing to deliver quality.

Different people are obviously needed to make reliable judgments
about these different dimensions of quality. Technical performance
can generally be judged only by the relevant technical experts. But
the patient’s own voice has to be paramount in assessments of patient
satisfaction. And judgments about relevance, equity and economy
need to draw on epidemiological skills and the social sciences as much
ason clinical expertise.

Any adequate discussion of the multifaceted nature of quality must
recognise not only different points of view, but also different levels
of assessment. In the Hippocratic tradition, the welfare of the indi-
vidual patient is paramount for the physician, and the fiduciary re-
lationship is between these two, without equivocation or excuse.
That should properly remain the case today, even though the physi-
cian is likely to be part of a complex team. But there are also other
important levels at which to assess health result. To take the extreme:
a whole nation’s health can be relatively good or bad, as can the per-
formance of its entire health system. Of course the nation is made up
of people, so that aggregate measurement of health result is in a sense
simply the sum of all the results for individuals. The aggregate will,
however, include those who have failed to obtain appropriate care
and subsume the statistical variations inherent in the pattern of indi-
vidual outcomes, while making it even more difficult to assess causal
relationships. Improvements in medical care have certainly played a
part in the phenomenal improvement in Japan’s health results during
the last 20 years. But it would be naive for any other nation to mimic
the Byzantine complexities of the Japanese health care system and
expect to achieve the same remarkable results, which are at least
equally dependent on diet, social patterns, sustained economic ad-
vance, and relatively abstemious habits.

The extremes of health result, then, have to do with medical care
and its impact on health for the individual and for the nation. There
are also relevant levels in between: the family or the household, for
example, or the local community, or a discrete social or demographic
subgroup. For instance, alternative patterns of individual care may
make very different demands on family, partners and friends, as well
as on the patient, and their viewpoints will not always be identical.
Different ethnic groups may have different expectations about health
behaviour and appropriate professional care, and they may well also
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have different experiences of how the system actually performs. At
times Julian Tudor Hart’s ‘inverse care law’ undoubtedly applies:
those in greatest need find the system at its worst.*

The measurement of health result does not necessarily become
more complicated at the higher levels between individual and nation.
Cause and effect probably do become harder to pinpoint; it becomes
harder to say that a particular therapeutic intervention has had a par-
ticular result for the population at large. But the problems of statisti-
cal variation tend to eliminate themselves, and the time lag may be
less of a problem in identifying trends. So, for example, we can be far
more confident at the national level than the individual about the be-
nefits from reduced cigarette smoking, changes in diet, or average al-
cohol consumptions, and collective alterations in behaviour can
begin to show themselves quite fast. National patterns of food and al-
cohol distribution and purchasing, or of cigarette sales, can be moni-
tored monthly, or even weekly, on the basis of seasonal moving aver-
ages, giving far more rapid feedback of information than is generally
feasible at individual level.

Principles and building blocks

No nation yet does anything like an adequate job of measuring health
result, and there is even a shortage of clear conceptual models. There
are nevertheless examples, including a number in this book, of at-
tempts to link activities to assessed needs and to measure impact (see
Figure 1.1). Examples may be fragmentary and incomplete, but that
does not lessen their importance, and some worthwhile pointers can
be drawn from them.

Figure 1.1

Research results Resource constraints

/N TN

a. Assessmentof  b. Formulationof c. Development d. Assessment
health needs objectives and and operation of impact
priorities for of programmes
intervention
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1. Health results are best formulated and assessed for a defined, refer-
ence population

It is extremely helpful to know what specific population any agency
or programme seeks to serve. The definition can be geographic
(everyone within a particular area), in terms of subscribers (as with
an HMO or an insurance agency) or related to employment.

Without a clear, comprehensive definition we are almost bound to
overlook important needs and lack a reliable database to measure im-
pact. To take a simple example: around 1920 the major teaching hos-
pital in Cali, Colombia, was running a sophisticated neonatal pro-
gramme with survival comparable to the results achieved in the lead-
ing US centres at that time. Almost by accident, the people running
the programme discovered with horror that their long-term results
were quite different: 70 per cent of those whom they discharged
home successfully were dead within three months — because of pov-
erty, poor nutrition and infectious disease.’ While such disastrous
outcomes should arguably be identified by follow-up studies, the
existence of a reliable comprehensive database provides a necessary,
independent check to avoid self-delusion. It is only too easy to as-
sume that interventions are as successful as their promoters hope. An
independent database keeps us honest.

The less selective the defined population, the better it will be. A
subscriber or employment related scheme, for instance, will very
likely omit some of those in greatest need. That may not be a problem
for the agency; but it is for those who are left out and, hence, also in
terms of overall local or national result. Brendon Kearney’s chapter
in this book gives an impressive example of an attempt to link state-
wide data on cancer prevalence and survival rates with institutional
data on programmes, priorities and choices.

2. Health results should be specified in terms of tangible health benefits

Medicine is, among other things, a science and it is perfectly legiti-
mate for research purposes to assess results in terms of knowledge
gained. Business organisations in the health field will assess results in
ways that include such standard yardsticks as profitability and return
on investment. Health is also so important in terms of public policy
and public expenditure that governments will have explicit or implicit
political objectives. What should be paramount, however, despite
these many legitimate and disparate interests, is the health benefit to
individuals and/or to the collective community. This is not to claim
the individual’s own assessment of quality and result as the sole
authority. Patients should be the principal judges of the manner of
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care and of their own satisfaction with outcome, but they are not able
to assess technical quality. It is to claim, however, that the pre-
eminent question in judging health resultis whose health benefits, and
to what extent? This applies as strongly at the collective level as at the
individual. So clinicians need to think far more broadly than the Hip-
pocratic oath suggests. They need to consider not just individual pa-
tients but the impact of what they do on the community’s health and
the application of the resources that they command.

3. Health results should always take account of other relevant policies,
services and influences

Health result frequently depends on a wide range of factors —conven-
tional health services is only one of them. Itis stupid, as well as arrog-
ant, to ignore these other influences. There is no way in which a single
service or agency can do everything that needs to be done; nor can
it operate effectively, with limited resources, without taking note of
what others can contribute, whether these are health or other ser-
vices, public or private.

4. Formulating and assessing health result is an inherent professional
responsibility

Health result can only be measured with the active support and in-
volvement of the health care professions acting on the patient’s be-
half, with corresponding personal and collective accountability. It is
an integral part of their responsibility to assess results rigorously in
terms of patient benefit and, in view of the powers of modern
medicine to do harm as well as good, the vulnerability and trust of
those who seek their professional help, and the scale of resources at
their command.

5. Different aspects of health care need different definitions and mea-
surements of results

Prevention, cure and care ought to be complementary rather than in
conflict.® They do, however, call for a flexible and catholic approach
to assessment. Most discussion of medical audit has been in the con-
text of acute care, especially surgery. Assessing health result in the
context of chronic illness or handicap is very different: maximising
choice, autonomy, dignity and independence becomes more impor-
tant, and complete technical success less so. Differences between one
kind of health care result and another may generally be a matter of
degree: dignity and choice also matter in acute care, and technical im-
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provement also has its place in chronic care. Nevertheless it is vital
to recognise, first, that working towards definable health result is not
just of relevance to curative medicine and, second, that some ideas
and techniques of assessment are bound to be different in the fields
of long-term care and of prevention.

6. In assessing health result, the fundamental criterion is outcome

Donabedian’s differentiation between structure, process and out-
come is operationally useful, provided that everyone recognises the
first two as means not ends and that the fundamental criterion is out-
come. Because of the common delay between intervention and end
result, proxy measure are important. So it can be useful to specify the
(‘structural’) characteristics of a properly equipped and staffed trans-
plant or dialysis unit, or the (‘process’) requirements for a high stan-
dard of diagnosis or treatment. Equally, however, we must be pre-
pared continually to question and revise these requirements because
some are based on unsound assumptions and others are superseded
by medical change. Structural and process yardsticks can be useful
operational guidelines, so long as they are frequently reconsidered
and are anchored in reliable evidence about their effect on outcome.

Implications

1. While these are genuine difficulties about measuring impact, these
difficulties ought not to be used as an excuse. Much more effort has
to go into assessing health result because:

without that we have no ‘bottom line’ beyond the financial;

large sums of money are being spent in the health system and these
should be matched by accountability;

hard choices are inescapable and these ought to be based on some
systematic assessment of the consequences of the choices made.

2. However each system is organised, somebody ought to be looking
at overall consequences. This must be government, if only by default,
which should be assessing how the system actually works and striving
for changes to make it work acceptably. (This is not an argument for
government to run the system, but to assess its overall effectiveness.)

3. Important as money is, the greatest difficulties are less about

finance than about clarifying objectives and keeping expectations
realistic.
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4. Both the public and the private sectors have to change radically in
terms of articulating their mission and strategy, their values, style and
way they do business. For example:

government agencies need to be more businesslike;

autonomous institutions and agencies should be much clearer
about the ultimate value of what they are doing and how that fits
into the broader pattern of provision in achieving health result;

politicians should concentrate on defining mission and strategy,
and the bargain that they want to strike with providers. They must
not get involved in the detail of how institutions manage to fulfill
their side of the bargain.

5. Running the health care system effectively and efficiently is a big
enough challenge by any standards. However, it is also sensible in
any community to approach the problem from the other end: how
can maximum health gains be made? This will suggest actions in and
outside the health care system. The task needs to be approached with
the same attention to evidence and medical knowledge as any ques-
tion about therapeutic effectiveness. It also gives a different — and
sometimes salutory — perspective on the appropriateness of some of
the activities of the health care system.
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INTRODUCTION
Nan Carle

In 1988, an international seminar sponsored by the King’s Fund with
support from the Kellogg Foundation, brought together top mana-
gers from six countries to explore ‘Managing for Health Result’. This
was not intended to be an easy process, with neat divisions according
to political and financial background. And, in the event, whether par-
ticipants represented health services operating in a free market or in
a regulated one of state provision, the debate about defining health
result and managing towards it was complex and often confusing.
There was heated discussion about whether participants were ‘doing
the right thing’ or just ‘doing things right’. Was it possible to do both?
To consider health result ‘independently’ of the economics of health
care provision is clearly both naive and unrealistic. Yet to attend only
to objectives defined by economic values can threaten the quality of
care and the health status of individuals, groups of people and even
whole communities.

In one way, seminar participants found it simple to define health
result: it depended on the perspective of the person speaking. So de-
finitions were many and varied, and with that amount of variety the
simplicity changed to complexity. Nowhere was this diversity more
pronounced than in the debate about professional management and
clinical management. Dieter Kuntz refers in his paper to a telephone
survey in which hospital administrators said that doctors were either
tinkerers, who wanted to play with the most expensive new gadgetry,
or independent thinkers who unrealistically denied that in hospitals
they were part of an organisation. Doctors, for their part, said that
administrators were reluctant to ask for medical advice on cutting
costs, staff or the allocation of resources, while encroaching on issues
that should be dealt with by medical staff.

The seminar’s arguments about the rights and wrongs of whole sys-
tems or of individual perspectives seemed at times sanctimonious and
denied the complexities that are easier to unravel from a distance.
For example, one of the fundamental tenets of health care, the tradi-
tions of the Hippocratic oath, were being severely threatened.
Robert Maxwell refers to these dilemmas in his preface; so does Cyril
Chantler in his case study of doctors in management at Guy’s Hospi-
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tal in London. Doctors and others who meet patients and clients face
to face find it very difficult to consider themselves part of a bigger or-
ganisation where priorities must be set for finite resources. Some in-
dividuals will receive less than practitioners know it is possible to
offer. On the other hand, if whole organisations go back to individu-
als and do not get beyond to the patterns and trends present in popu-
lations, then the individual still loses out in being a part of high qual-
ity health care. How these decisions get made and by whom is the
root of much of the current tension. My experience is that keeping
this tension alive is one of the most important management tasks in
times of great uncertainty and change. If either side were to be dam-
pened, or ignored, then we could find ourselves unthinkingly going
down very damaging paths in the provision of health care.

Another of the complexities is that there are few if any certainties
about what constitutes health. Writing about this in a way that makes
sense also raises a whole set of issues. Fortunately, Robert Maxwell’s
preface addresses clearly the relative and subjective nature of defin-
ing health result. Different people are needed at different levels in
the system to make reliable judgments about what constitutes qual-
ity.

Maxwell handles these uncertainties by offering us a coherent
framework for considering health result and ways to manage it. The
framework includes six dimensions of health care quality and four

Figure2.1
MANAGEMENT BUILDING BLOCKS

Formulation

Assessment of
health needs

of objectives
and priorities
for intervention

Development
and operation
of programmes

Assessment
of impact

Access

Relevance
to needs

Effectiveness

Equity

Social
acceptability

Efficiency
and economy
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building blocks for management. I have put them together in the mat-
rix shown in Figure 2.1.

This matrix makes two assumptions. The first is that quality and
health result are synonymous. I am assuming that there would be
little disagreement that the result for which we should be striving is
high quality services for patients and clients who require health care.
Robert Maxwell’s six dimensions of quality have been well used by
managers in Britain to make sense of the complex issues in deciding
quality and measuring it. My second assumption is that the four
building blocks are basic to good management: assessing the needs of
the consumers, setting objectives and priorities for intervention, de-
veloping operational programmes and assessing the impact of the
work! These seem to me to be unarguable cornerstones of good man-
agement practice.

In the following collection of papers, I have used the matrix to plot
how each service described managed the turbulence of its organisa-
tional context in its search for health result. Each of the ten case
studies was written by either a senior medical practitioner or a top
manager involved in the delivery of health care. They clearly illus-
trate the trials and tribulations they faced as they tried to manoeuvre
through a specific set of problems. The case studies are separated into
sections which relate to the quality dimension that is their main focus.
The sections are: ensuring relevance to need; considering efficiency
and economy; and seeking equity and social acceptability.

Before each of the papers I have offered a connecting summary
and posed a question for the reader to consider while reading the case
study. I have used the chart (Figure 2.1) as a reference point for how
I'judged each of the case studies.

The reflections on what worked and what still posed difficulties are
widely relevant to anyone working in health care who is trying to
manage under severe financial constraints or considerable organisa-
tional change. The writers hope that sharing their experience will
help others learn about managing for health result. It is a subject,
after all, that affects us all.
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Occupational health in Petro-Canada Incorporated

Connecting summary
Formulation Devel
Assessment of of objectives Zve opment Assessment
health needs and priorities andoperation of impact

forintervention

of programmes

Access

Relevance
to needs

Effectiveness

Equity

Social
acceptability

Efficiency
and economy

One of the more heated debates during the seminar was whether managers
were involved in ‘doing the right thing’ or ‘doing things right’. At no time
was the group more polarised than during Dr Waddell’s presentation of his
case study. There was a good deal of discussion about whether occupational
health was really about health and health care. The concept of health as ‘the
optimum fit between the worker and the work place so that work goes on
meeting the business objectives of the company’ was an uncomfortable one
for many of the managers present. Yet I have plotted the case study on the
matrix to fill all the building blocks under the quality dimension of relevance
to needs. Because of the financial crises within Petro-Canada Incorporated,
the practitioner-managers in its occupational health section had to demon-
strate the relevance of their work to the need of its employees and also to
ensure benefit to the company. The occupational health section had no
given right to exist; it faced a real possibility of going out of business. So
there were very sharp questions: did the service add real value, or was it
‘make up’ health care? What would be the real health for individuals if it did
go out of business?

Petro-Canada’s health care managers developed a strategy which turned
occupational health from a ‘nice to have’ extra into a specific service of
added value. They changed the relationship between the company’s top
managers and their own department and were able to demonstrate the im-
pact of their work and gain credibility.

There are inherent conflicts of interest between serving company needs
and the health needs of employees. But is that really very much different
from managing for health result within the context of competing priorities
among medical consultants in the public sector? What does the reader
think?
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OCCUPATIONAL HEALTH
IN PETRO-CANADA INCORPORATED

Cameron Waddell

This case study deals as much or more with philosophical issues of
management as with issues that can be described in largely quantifi-
able terms. It is the story of how a group of health professionals in a
corporate setting managed through a very difficult business reorien-
tation and reorganisation in a major Canadian oil and gas company.
It might be more properly called ‘a study in survival’.

Petro-Canada Incorporated is one of the largest fully integrated oil
and gas companies in Canada and the only one which is wholly Cana-
dian-owned. In 1987, with assets of over $8bn and revenue of over
$5bn, it ranked eleventh in the Financial Post 500 survey of com-
panies in Canada.

All this appears fairly remarkable, in that the company was only
created as a crown corporation by act of parliament in 1975, with a
board of directors consisting of senior public servants, people from
private sector business and two senior executives of Petro-Canada.
The company has built up its broad asset base by acquisition and inte-
gration. The government’s original intent was to secure Canada’s
long-term energy requirements through exploitation of frontier re-
sources and investment in non-conventional recovery technologies.
In 1984, the emphasis shifted dramatically: the government of that
day released the company to behave as a private sector competitor in
all aspects of the oil and gas business, to enhance its financial perfor-
mance and to improve profitability.

In October 1985, Petro-Canada acquired the downstream assets of
Gulf Canada, which established it as the second company in the oil
and gas sector. Almost immediately, but unrelatedly, unconstrained
production of crude oil by OPEC members in the face of generally
decreased demand led to a steady fall in oil prices; it was no longer
feasible to continue Canadian exploration and production at the then
current rate. The only avenue open to the company was to cut ex-
penses.

The Gulf acquisition had brought in some 4,000 employees and
much duplication of function. In a very uncomfortable process called
‘downsizing’, which affected both operations and people, the number
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of employees fell from 10,193 to 7,204 in a year - a drop of 29 per
cent.

Background to change: occupational health

Occupational health involves an ill-defined mixture of clinical
medicine, public health practice, counselling psychology, social pol-
icy development and implementation, employee relations and occu-
pational hygiene, with results geared towards both employee and
business. In Canada, occupational health services are not in competi-
tion with the publicly-funded medicare system; they are not there to
duplicate services readily available from walk-in clinics, private prac-
titioners, hospitals and other institutions. With the exception of
emergency services, primary health care is not a mandate. Com-
panies are third party payers in most health activities. Senior man-
agement remains unimpressed with health care costs generally, be-
cause of public funding. What does come under its scrutiny is the oc-
cupational health budget. Occupational health services in Canada
must prove themselves largely in non-clinical areas.

The role of management in occupational health in the private busi-
ness sector is to ensure the optimum fit between the worker and the
workplace so that business objectives continue to be met, to the
mutual benefit of employee and employer. The occupational health
manager must keep an ethical focus on both these partners. While
pursuing health results for employees, either through direct clinical
assessment or health policy formulation, the manager must continu-
ally demonstrate that his activity contributes to the company’s busi-
ness objectives.

The potential for conflict — and disaster —is obvious. The challenge
lies in building a congruence of perspectives between employee and
employer so that both productivity and employee relations are en-
hanced. This demands not just technical expertise, but continuing in-
tegration of health issues into the corporation’s business plan. Ulti-
mately, this will result in a permanent ‘invitation to the strategic
party’. The starting point is, as Patrick Pinto suggests, adherence to
the Noah principle: predicting rain doesn’t help —building arks does.

As Petro-Canada grew, so did the occupational health group.
There was little by way of a plan until 1984, when the disjointed ser-
vice was brought together under a new Corporate medical director.
He fired the two full-time physicians and set up a fully-centralised de-
partment; all medical resources in the company reported to Calgary.
In August 1985, the Corporate Safety Group was amalgamated with
Corporate Health to form Corporate Health and Safety. The safety
group had a purely central advisory function. This organisation (see
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Figure 3.1) continued through the acquisition of Gulf and was being
rationalised when ‘downsizing’ was imposed.

At the end of March 1986, the medical director announced that he
was leaving the company. Health and Safety was amalgamated with
Corporate Security, with a director of health, safety and security.
The new department’s budget of $8.3m was arbitrarily cut by 40 per
cent to $5.0m and the staff complement was to be cut by the same per-
centage (from 94.5 people to 57) by the end of the year. Decisions
were quickly made and, in May 1986, the new department was in
place with budgets redrawn and the planned reduction of personnel
(see Figure 3.2).

Position analysis

This period was quite traumatic in both a business and a psychologi-
cal sense. All but essential activity ceased throughout the company;
personal fears overshadowed all work and survival became the topic
of the day. The occupational health group had to chart a course
through the difficulties to emerge with as intact a programme and
team as possible. This demanded a rigorous look at the group’s re-
cord and current constraints. Three issues needed immediate and
simultaneous attention:

1. Credibility

The former medical director was very ambitious and driving, with a
largely administrative background and a heavy leaning towards
health promotion. This had been a fair shock to the management,
which had been used to very low key medical involvement. Although
the medical director gained the support of the executive council, it is
unlikely that he won individuals emotionally. ‘If you didn’t talk about
stress we wouldn’t have any in this company’ was one comment from
the executive vice-president. ‘I don’t like being told I’'ve got no op-
tions’, said the chief executive officer.

A major thrust of the original programme was to set up a com-
puterised health information system. Over two years, there had been
few results and escalating costs. When funds were withdrawn, the
project was to have cost $490,000 in capital and another $50,000 in re-
venue.

With little group support and unclear purpose, the manager for in-
dustrial hygiene funded a study of business hazards in the workplace.
This cost $50,000, served no purpose and was a summary of informa-
tion readily available from standard sources.

The medical director recognised the sagging image of the depart-
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ment and contracted a public relations firm to develop a departmen-
tal strategy. The outcome was $30,000 spent and a departmental
motto—‘commitment in action’.

As these anecdotes show, the department was adept at trying to
add bells and whistles, but had not concentrated on building a solid
occupational health base. The orientation appeared to be towards
process within the department rather than towards outcomes for em-
ployees and the business. There was no mechanism for feeding back
information to management on the health of the workforce, or to em-
ployees on individual health. The concern was to meet legislated re-
quirements only.

2. Integration with corporate security

This was very difficult. The departure of the medical director offered
the vice-president for human resources the opportunity to reduce his
direct reports. The new director of health safety and security is a
former police officer, oriented towards information-seeking and con-
trol. He set up the new organisation with little input from below. His
scanty knowledge of occupational health required long sessions of ex-
planation and, at times, justification. He once summed up his at-
titude towards professionals with ‘I’'m not impressed with profes-
sional credentials’. There was trouble at the manager level and great
difficulty trying to integrate the support staff who still felt loyal to
their former working relationships. The one area of agreement was
the confidentiality of medical information. This was non-negotiable
to both the health group and the new director. Health information re-
mained secure.

3. Morale

It should be evident that the whole situation was demoralising. The
group lost 40 per cent of its budget and 40 per cent of its people. The
medical director who led the group left to pursue personal ambition.
The group was forced into marriage with a strange bedfellow. There
was little professional satisfaction. Clearly occupational health had
little status.

But as in most crises, there was opportunity. The approach had to
extend beyond the more or less traditional roles of administration
into business strategy. The shifting corporate environment offered
many advantages. The challenge was to become very selective in re-
source expenditure so that a high quality contribution would eventu-
ally speak for itself. The starting point was accepting the reality and
gaining a solid understanding of the business of Petro-Canada.
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Figure 3.1
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Figure3.2 Post-reorganisation
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Developing the strategic approach

Dedicated teamwork became the norm, perhaps because there was no
alternative; there was too much work to do. Duplication and re-
inventing wheels gave place to partnership, division of work, respect
and open invitations to problem-solving. Capitalising on individual
strengths led to rotating leadership and then naturally to brainstorm-
ing towards solutions.

Back to basics became the thrust of activity. ‘Nice to have’ services,
such as voluntary medical examinations, were dropped in favour of
a risk-based approach to health monitoring. It was simply too expen-
sive and grossly irrational to examine everyone, every year, for
everything. Regulatory requirements were the starting point, with a
comprehensive programme development in each area. Worksites
were assessed for risks or hazards beyond statutory requirements and
codes of practice were developed. The expectations identified to ser-
vice providers were for high quality services in field locations, with
minimal disruption of operations. Results, not activities were iden-
tified as achievements and communication of results to stakeholders
was considered essential.

‘Value-added’ became a criterion for determining commitment to a
particular project. Occupational health is a cost to the organisation
and whatever is done must in some way contribute to reducing or
offsetting that cost. The benefit of the employee assistance pro-
gramme, for instance, was well realised during ‘downsizing’, as it
helped redundant employees with individual counselling and offered
group stress management sessions.

Building on success is a time-honoured approach. Petro-Canada has
had a modest international component, with a correspondingly mod-
est contribution from occupational health. The five-step programme
to support the Corporation’s international travellers became the
model for a human resource support programme to the whole inter-
national operation when that expanded.

Bias towards the future is essential to credibility. Senior management
does not like surprises, mostly because they tend to be negative. A
constant watch must be kept on impending legislation, social policy
issues and scientific advances. It became obvious, for instance, that
the federal government was getting serious about chemical hazardsin
the workplace and that a workplace hazardous materials information
system would be required by law. Work was started so that the com-
pany was in compliance on the implementation date. This proactive
stance not only led to the health result of protecting our workers, but
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maintained the company’s competitiveness by ensuring that its chem-
ical product could continue to be marketed.

Targets of opportunity were constantly sought, beyond the establish-
ment of a basic foundation of occupational health programmes. The
smoke-free workplace issue was identified early on as an opportunity
to establish a win/win outcome for both management and employees.
The social climate in Canada was clearly anti-smoking and the only
hurdle was to have senior management approval. After seven
months, Petro-Canada workplaces across the country were smoke-
free.

Structure versus politics

The place of power and politics in this Corporation cannot be over-
emphasised. When the business of the organisation is not health and
when the health group becomes submerged organisationally, politi-
cal strategy becomes a weapon of survival.

In the restructuring and reorientation of the occupational health
group, there develops a sensitivity to the politics of the organisation.
Itis relatively easy to design programmes from a position of technical
expertise, using scientific and statutory building blocks. But if this
were all that is required, the former occupational health group should
have been feeling successful.

That group was well-organised in a technical management sense.
What was missing was personal contact with both the field and senior
executives — contact that would allow ventilation of biases and align-
ment of goals. Organisations are made up of people, and to win
people there must be trust. Impersonal policies and medical expertise
may be acknowledged, but tend to be ignored in practice unless an
imminent threat is perceived. The previous thrust of occupational
health, which relied almost exclusively on position power, was re-
placed with an emphasis on personal power.

Developing the programmed approach

There did not appear to be a workable standard model to apply to our
circumstances. What evolved was based on the management strategy
and style identified above. Realising who we serve and how we serve
them generated a simple quality assurance model. Figure 3.3 is the
model applied to the hearing conservation programme (Western
Canada), indicating its initial status. With a view of occupational
health programming that encompasses structure, process and out-
come, it pointed up the failure and allowed concentration on out-
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comes. Health professionals tend to be very good at setting struc-
tures, gearing up processes and generating outputs. But outputs are
not outcomes. Our outcomes focus on our clients and how we serve
them, which is information delivery. The power of information is im-
mense and, when passed on in comprehensible terms, leads to empo-
wered clients (employees and management) as partners.

In the business environment, the alternative to action was stagna-
tion. The usual approach of developing policy and having it ratified
by senior management was abandoned. Under a common law ap-
proach, detailed occupational health codes of practice were de-
veloped, based on the quality assurance model. Our premise was that
we would be judged by what we did rather than by what we said we
did. Tt became essential to stop speaking in ‘medicine’ and to start
conversing in ‘business’. With individual employees, the traditional
professional-patient covenant prevailed, but we set a new tack to em-
power managers to effect health result.

Managing for health result

In 1987, employees at a natural gas production plant in Alberta were
monitored according to the hearing evaluation code of practice and
it was discovered that four per cent had an early warning shift in hear-
ing threshold. In 1988, 30 per cent of employees at the plant had such
a shift, which is double the set limit of 10 per cent.

The site manager was made aware of this result, as a partner, and
no further involvement of occupational health was required. Health
result had equal priority in his overall operation and he took owner-
ship of the problem. Several engineering modifications had taken
place at the plant without requisite safeguards for hearing protection.
These were corrected and the hazard level reduced.

The southern production district of Alberta comprises a large geo-
graphic area with several natural gas production plants; 26 employees
drove company vehicles between sites as a major part of their job,
with the window rolled down in the very hot summer months. A sur-
vey showed dangerous levels of noise exposure while driving with
open windows. A complementary look at the drivers’ hearing showed
that ten of them had definite hearing loss and three borderline loss,
with a greater loss in the left ear than the right in 11 out of 13. This
was enough for a local management initiative, even though it was cer-
tainly not a rigorous causal study. The outcome was a business deci-
sion to purchase only air-conditioned vehicles. The desired health
outcome was met, but with additional positive client outcomes in
quality of working life.
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Figure 3.3 Hearing conservation — Western Canada
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Interim conclusion

Managing for health result in the defined population of Petro-Canada
through a severe business downturn was a daily challenge which has
not yet abated. The key to our survival has been not the technical
content of our work but the nature of our interaction with our clients.
It is management style which has made the difference: the sense of an
intradepartmental team, client-focused partnership and empower-
ment of both through problem-sharing. The group has developed
confidence in this approach and extended programmes beyond
strictly statutory requirements. Building arks seems to have drawn
people’s attention. But we wait patiently for the permanent ‘invita-
tion to the strategic party’.

36




Health for all in Bloomsbury
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I chose to plot the main focus of Alasdair Liddell’s case study, like Cameron
Waddell’s, as ensuring relevance to needs. Asin Waddell’s case history, this
focus seemed to be a matter of survival. There are, however, some major
differences. In theory at least, district health authorities in England do not
go out of business. People have a guaranteed right to health care. Health is
seen as a right, not a privilege. Nevertheless, the dire financial constraints
of Bloomsbury Health Authority meant that real questions were being
asked about how far resources could be redistributed and how the authority
could continue to provide even the existing health services.

Another major difference between the two situations was in the ap-
proaches to solving the problems. Bloomsbury Health Authority chose to
use the principles embodied in the World Health Organization’s ‘health for
all’— a set of targets for the year 2000 which, if met, would enable the world’s
entire population to be healthy enough to lead a socially and economically
productive life. Bloomsbury used these targets to help it focus on outcomes
rather than just on management input and process.

Some of the American seminar participants called this ‘fatuous’. ‘Like
weather for all’ was one comment. Once more, there was debate about
’doing the right thing’ and ‘doing things right’ and the advantages and disad-
vantages of both courses. Important questions were asked: how could man-
agers demonstrate that their actions made a real difference to the lives of
people they served; could managers deliver ‘health for all’ when very basic
needs — for example, decent housing — were not being met? Like the previ-
ous case study, this one focused not only on the quality dimension of ‘rele-
vance to need’ but on all four management building blocks. Bloomsbury
Health Authority had undertaken an assessment of local needs and organi-
sational responsibility.
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The authority had to make a cut of £6m and authority members were not
at all eager to do this. One of the features of the management process was
to set about developing a new culture so that judgments about future alloca-
tion could be better informed. What does the reader think of this: does it
show courage or folly?




HEALTH FOR ALL IN BLOOMSBURY
Alasdair Liddell

This case study explores some of the practical difficulties of managing
for health result in an inner city authority operating under severe re-
source constraint. It examines two related issues: the application of
‘health for all’ principles to the planning and management of health
services, and the development of a culture of evaluation through the
appointment of a director of evaluation. It also raises some key ques-
tions which reflect the tensions that arise from an attempt to shift
from traditional values to those underpinning ‘health for all’. These
include the tension between health needs and financial constraint and
the tension between a local service to a defined community and a spe-
cialist service to a mostly scattered population; the challenge of
achieving genuine management commitment to health result; and the
difficulty of measuring progress.

Bloomsbury Health Authority is one of a dozen district health au-
thorities (DHAs) in central London. Its role is to provide com-
prehensive services to a local population; a range of specialist ser-
vices to a wider population; facilities for teaching doctors, nurses and
other health professionals, and for research. The Authority has an
annual revenue budget of £135m and employs some 8,500 staff. In
terms of resources, it is one of the largest district health authorities
in England, but its resident population (135,000) and its geographical
size (16 sq km) are relatively small.

The Authority manages 15 hospitals (with between 32 and 650
beds), three health centres and a number of community-based health
clinics. Much of this accommodation is very old, in poor repair and
unsuitable for its present purpose. The Authority has recently au-
thorised a major feasibility study on replacing its scattered acute hos-
pital services with a completely new 900-bed teaching hospital on a
single site.

Background to change
Organisational geography

Bloomsbury Health Authority was formed in 1982 from five organi-
sations: two teaching districts (adjacent but in separate health re-
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gions and supporting two undergraduate medical schools) ar}d thre_e
single-specialty postgraduate groups of hospitals, together with their
associated academic institutes. Each of these organisations had dif-
ferent systems, procedures and cultures.

In 1988, the undergraduate medical schools and the postgraduate
institutes were brought together into a single school of medicine, or-
ganised into two faculties (medical sciences and clinical sciences) of
University College, one of the most powerful multi-faculty colleges
of London University.

The district covers part of two local authorities, which have mar-
kedly different politics and priorities, and each of which, in turn, re-
lates to at least one other health authority.

Local needs

The local resident population has special needs which reflect inner
city living conditions. There are large numbers of elderly people liv-
ing alone, unskilled workers, single parent families and unemployed
people from outside the UK. There are high rates of drug and alcohol
abuse and of psychiatric morbidity, and large numbers of homeless
and rootless people in bed and breakfast accommodation, in hostels,
or on the streets. (See Appendix 1 for further information.)

Existing services and support mechanisms are inadequate to meet
these needs. Primary care services are uneven in quality, with more
than a third of general practitioners working single-handed and more
than a fifth aged over 60. Family and social support is undermined by
very high population mobility and migration of family carers out of
inner London. There are problems of access to services for the ethnic

minority communities — particularly Bengalis, Afro-Caribbeans,
Greek Cypriots and Chinese.

Specialist services and educational responsibilities

The school of medicine has an annual intake of 200 undergraduates
and there are extensive postgraduate programmes particularly, but
not exclusively, in the three postgraduate specialties (orthopaedics,
urology/nephrology and ENT). The school of nursing has 680 places
for basic training and also provides post-basic courses for an average
of 360 students a year. There are schools of radiography, physio-
therapy and the only NHS school of chiropody.

The regional and postgraduate specialties account for some 40 per
cent of admissions to the district’s hospitals. But even in the local
acute specialties — which are ostensibly provided in every district hos-
pital — there are many ‘unrecognised’ specialisms which attract pa-
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Table4.1 Local acute specialties: admissions to Bloomsbury 1986

Immediate Planned Total
Bloomsbury
residents 4,105 15% 2,661 10% 6,766  25%
Neighbouring
districts 1,835 7% 1,833 7% 3,668 13%
Others 5,499  20% 11,374 42% 16,873  62%
Total 11,439 42% 15,868  58% 27,307 100%

tients from far afield (see Table 4.1).

Partly because of its location, but also because of its special exper-
tise, the authority is responsible for services to 15 per cent of the
country’s AIDS patients (December 1987). Examples of specialist
services include the Elizabeth Garrett Anderson Hospital (where
women can be treated exclusively by women staff), the Royal Lon-
don Homeopathic Hospital and the Margaret Pyke Centre, the coun-
try’s largest training and research centre for family planning.

Pressures for change

The creation of Bloomsbury provided the opportunity and need for
change, irrespective of any pressure from resource constraint. There
has been significant progress in rationalising and unifying services
and support functions. There is now one obstetric service, for exam-
ple, and one accident and emergency department; a programme to
unify and rehouse the pathology service is wellunder way.

Change is also needed to achieve service improvements. There
have been national initiatives to shorten waiting lists and to provide
screening for breast and cervical cancer; regional initiatives to re-
place major mental illness and mental handicap hospitals with loc-
ally-based community services; and, above all, the local requirement
to meet identified needs and to plug gaps in service.

During the three years to March 1988, Bloomsbury achieved sav-
ings of some £13m (about 10 per cent of its annual allocation) and a
further £4.2m savings were programmed for 1988/89. But the autho-
rity still faced a budget deficit of some £5.5m which could only be re-
solved by major reductions in service. So, over recent years, it is re-
source constraints which have been the major pressure for change
and the major management preoccupation.

This pressure has come from three main sources:

explicit national and regional policy to shift resources to provide
equity of access both geographically and between care groups,

41




MANAGING FOR HEALTH RESULT

reductions in spending power, arising from persistent underfund-
ing of inflation (1.25 per cent in 1987/8, 4 per cent over the previous
five years) and rising standards set by legislation or the training
authorities;

the need for internal investment to fund development of priority
care services and to develop organisational capacity — by investing
in information systems, for example.

Managing for health result
Heath for all in Bloomsbury

In February 1986, the Bloomsbury Health Authority endorsed the
World Health Organization’s ‘health for all’ (HFA) strategy, and
asked for annual reports on the health status of Bloomsbury residents
and on progress towards the HFA targets. HFA has become an integ-
ral part of the planning and management process in the district. The
emphasis on health status is important, because it focuses on out-
come rather than, as more traditionally, on input and process, and
because it provides a basis for measuring performance. (Appendix 2
gives further information about ‘health for all’.)

Each year, district health authorities prepare an operational plan
(short-term programme), broadly according to the following cycle:

May: issue planning guidelines
June—August: prepare draft plan
September—November: public consultation
December: plan finalised
February—March: budgets prepared

1 April: plan and budgets implemented

If all goes well, each stage reflects the previous one.

In February 1987, the first Bloomsbury ‘health for all’ annual re-
port reviewed the health status of the local population and drew out
the various health promotion initiatives which were planned or in
progress in the district. This provided an overall context for the pre-
paration of the 1988 operational plan and an important source for
specific guidelines. The second annual report, in February 1988, re-
viewed progress and provided a forward context for the 1989 plan.

Equity in health

The authority has expressed its commitment to equity by planning to
meet the special needs of vulnerable groups, the disadvantaged and
the underserved. A key mechanism for this has been the establish-
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ment of a ‘development fund’ to enable the transfer of a progressive
0.5 per cent (£0.65m) annually from acute to priority services. This
shift has meant reductions in the acute hospital sector.

Initiatives include:

development of an information package on ‘caring in a multi-racial
society’ as a basis of staff training programme;

development of interpreting, and introduction of advocacy ser-
vices;

improvements in services for homeless people and hostel-dwell-
ers;

transfer of mental health facilities from remote institutions to loc-
ally-oriented, community-based facilities;

appointment of an equal opportunities adviser and initiatives to
improve equal opportunities in employment.

Health promotion

Initiatives include:
development of screening for breast and cervical cancer;

implementation of food and health policy within health service
premises and extension to other workplaces;

establishment of staff counselling service.

Consumer participation

Initiatives include:
CASPE ‘information from patients’ project;
development of local planning;

review of patient information booklets.

Multi-sectoral collaboration
Initiatives include:
publication of ‘GP directory’ and regular GP newsletter;

work with adjacent health authorities on common hgalth problems
(especially services for people with learning difficulties);

work with family practitioner committees on primary care and
comrnunity services.
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Primary care
Initiatives include:
extension of community midwifery service to Bengali community;

funding two new health centre projects.

Evaluation in Bloomsbury

The health sector’s traditional weakness is its inability to fund any
real measure of how well it is doing. If management is the manipula-
tion of resources to produce benefits, and if benefits in the health con-
text are improvements to the quality of life, how do we measure that?

In Bloomsbury, the top management post of director of evaluation
was created with a brief to:

promote a culture of evaluation within the district;
develop measures of effectiveness;

evaluate changes in patterns of care and service provision;
assess consumers’ views of health services;

provide, eventually, an evaluative basis for choice and decisions
onresource allocation.

The objective was to develop an approach which would allow general
managers to respond to two questions: how effective are we in im-
proving the quality of our patients’ lives, and what can we learn from
their experience of receiving health care in Bloomsbury? The objec-
tive has been pursued in a number of ways, including the ‘health for
all’ initiative, the development of locality planning and the CASPE
information from patients project.

CASPE information from patients

This project — one of six funded by the NHS Management Board —
seeks to assess consumer satisfaction in a way which is continuous,
comprehensive (covering treatment and care as well as environment
and support services), and allows management to focus on detailed
changes in quality and on specific aspects of the service. Simple ques-
tionnaires allow the calculation of a ‘satisfaction index’ on about 15
aspects of the service, in a way which can be analysed by computer.
Every patient gets a form before discharge.

The satisfaction index can be compared in time and between wards
(or even consultants). Supplementary questions can examine prob-
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lem areas, expose the impact of specific changes or serve clinical re-
search purposes. This gives management a powerful tool for asses-
sing the quality of service. But it also puts management on the spot,
since success or failure in improving quality can be quantified with
uncomfortable clarity!

Questions arising

Can health services managers or professionals have any real impact
on the health status of the community, given that factors which influ-
ence it — like housing, employment, nutrition, tobacco, alcohol and
accidents —are largely outside their control?

Can a ‘health for all’ approach be more than peripheral in a district
whose local community accounts for only 25 per cent of its hospital
activity?

How can policies for promoting health, which depend on reorienting
the approach of strongly traditional institutions, be effectively pur-
sued under severe resource constraint?

How can clinicians be influenced to take more account of health?

How can managers make ‘health for all’ a genuine management com-
mitment?

How can managers be held accountable for pursuing ‘health for all’?
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Appendix1 Bloomsbury Health Authority —additional profile
information

Table 4.2 Resident population environment: population projections for

Bloomsbury HA
Age 1986 2001
0-14 13,300 18,540 +39% »
15-64 92,080 89,390 ~ 3% ‘ :
65-84 19,620 14,570 —26%
85+ 2,290 2.850 +24%
Total 127.290 125,350 ~1.5% |

Source: OPCS

Table4.3 Demographic characteristics in Bloomsbury compared with

England and Wales
Demographic variable Bloomsbury % England and Wales
% Children 0-14 10.5 20.3
% Elderly 65+ 18.9 15.3
% Pensioners alone 10.2 53
% Unskilled workers 6.1 4.5
% Single parent families 2.8 2.2
% Poor housing 7.1 33
% Overcrowding 11.9 7.3
% Mobility 17.2 9.7
% Born outside UK 31.1 10.0 (in Greater London)
% Unemployed 17.0-19.9 13.0-14.0
% Homeless >2.5 >1.0(in Greater London)

Source: 1981 Census

Table4.4 Housingin Camden

LAowned  Housing Private  Owner  Total
association  landlord occupied
Unfit for habitation 1,550 1,200 5,800 2,450 11,000
Lacking basic amenities 600 100 1,050 350 2,100
In need of renovation 8,300 300 4,050 2,950 15,600

Total domestic dwellings approximately 8,500
Note: Figures are rounded
Source: Report to Camden Council Housing Department, November 1987
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Table 4.5 Health status statistics, 1985 and 1986

Bloomsbury NE Thames England and
Region Wales
1985 1986 1985 1986 1985 1986
Crude death rate 121 11.8 11.3  10.9 11.8 11.6
(deaths/1000 pop)
Standardised mortality ratio 90 92 96 95 100 100
Deaths from:
Coronary heart disease 344 350
Lungcancer 121 108
Strokes 153 134
Accidents 76 88
Cervical cancer 8 3
Birth rate (births/100 pop) 11.5 128 13.9 141 13.1 132
Perinatal deaths 15 20
Perinatal mortality rate 10.0 11.8 9.3 9.6 9.8 9.6
Table 4.6 Perinatal mortality, 1981-1986
1981 1982 1983 1984 1985 1986
Bloomsbury:
Stillbirths 7 8 8 13 13 12
Deaths in 1st week 5 8 7 5 2 8
Perinatal mortality rate 9.7 11.4 10.3 11.3 9.3 11.8
NE Thames Region 11.0 11.6 9.9 9.7 10.0 9.6
England and Wales 11.8 11.3 10.4 10.1 9.8 9.6

Source: SD52

Table 4.7 Deathsin Bloomsbury under the age of 65, 1981-1985

Cause of death

Coronary heart disease

Asthma, bronchitis and emphysema

Stroke
Cancer of the cervix

Cancer of the bronchus and lung
Accidents and external injuries

Total

*Assuming a life expectancy of 75

Deaths

352
55
106
18
176
293

1,000

Years of*

life lost

6,600
1,015
2,100
460
2,970
10,395

23,540

Average
years lost
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Figure 4.1 Deprivation in Bloomsbury by electoral ward using the Jarman
combined index of eight variables based on the 1981 census
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Appendix2 Health for all

In May 1977, the 30th World Health Assembly resolved that:

‘the main social target of Governments and WHO in the coming decades
should be the attainment by all citizens of the world by the year 2000 of
a level of health that will permit them to lead a socially and economically
productive life’.

This approach was prompted by a recognition of the two basic facts that:

despite increases in resources spent on health, and significant medical
and technological developments, people’s level of health is far lower than
it could be;

there remain significant inequalities in health in terms of geography, care
group and social class.

In 1980, the WHO European Region adopted a strategy for attaining ‘health
for all’ within the region. This outlined four main areas of concern:

lifestyles and health;
risk factors affecting health and the environment;
reorientation of the health care system itself;

the political, management, technological, manpower and research sup-
port necessary to achieve changes in these areas.

The Regional strategy called for:
higher priority to be given to health promotion and disease prevention;
all sectors (not only health services) with animpact on health to take posi-
tive steps to maintain and improve it;
more stress to be placed on the role of individuals, families and com-
munities in health development;

primary health care to be adopted as the major approach to achieving
these changes.
Health is defined as a positive condition, involving the whole person in his
or her context. The WHO concept of health requires a state of physical,
mental, emotional and social well-being, not just an absence of disease or
disability. ‘Health for all’ requires mechanisms which shift the focus from
disease as a biological deviation from the norm to health as a positive value.
The strategy incorporates four objectives:

to ensure equity in health by reducing the gap in health status within and
between communities;

to add life to years by the full development of personal, physical, mental
and emotional capacity;
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to add health to life by reducing disease and disability;

to add years to life by reducing premature deaths and increasing life ex-
pectancy.

A number of important themes underpin the ‘health for all’ approach:

Equity —to reduce the inequalities between and within communities.

Health promotion - to generate a positive sense of health.

Consumer participation — that is, a well informed, well motivated and ac-
tively participating community.

Multi-sectoral collaboration — to ensure the prerequisites for health
(food, education, water and sanitation, housing and employment), pro-
mote healthy policies and reduce risks in the physical, economic and so-
cial environment.

Primary care focus — to meet basic health needs close to where people live
and work, in a way which is accessible and acceptable to all.




Planning cancer services in South Australia
Connecting Summary

Assessment of
health needs

Formulation

of objectives

and priorities
for intervention

Development
and operation
of programmes

Assessment
of impact

Access

Relevance
to needs

Effectiveness

Equity

Social
acceptability

Efficiency
and economy

Brendon Kearney’s case study on planning cancer services offers a concrete
example of combining medicine and management. As such, it falls squarely
into the quality dimension of relevance to needs. The paper follows a logical
path through each of the building blocks of assessment, setting objectives
and priorities, developing operational programmes and assessing their im-
pact. Kearney’s presentation of his research highlighted an increase of 23
per cent over seven years in the number of people developing cancer. There
were some frightening statistics on the number of people developing cancer
through smoking and how long it would take to decrease treatment costs
even if everyone stopped smoking now. This engendered a great deal of dis-
cussion among seminar participants on whether to give priority to preven-
tive or to palliative forms of treatments.

As a medical manager, Kearney was forced to consider regularly where
to invest his time and talent, and so was continually making judgments
about the relevance of his work to people’s needs and what he considered
the most important public health issues. His work contrasts with Liddell’s
discussion: here the emphasis is on relevance of services to one particular
patient group rather than to a total population. And they are each looking
at different time scales for visible results. The tension is between doing ‘the
right thing’ for the present or for the future. What are the reader’s biases?




PLANNING CANCER SERVICES IN
SOUTH AUSTRALIA

Brendon Kearney

As the population of South Australia ages, the incidence of new cases
of cancer is expected to rise by a quarter within a decade. This paper
looks at the role of health service managers in responding to this
major challenge, with particular emphasis on the approach of the
comprehensive cancer care centre. It also outlines national standards
for Australian cancer services.

The Royal Adelaide Hospital/Institute of Medical and Veterinary
Science is a 1,000-bed teaching hospital and laboratory complex as-
sociated with the University of Adelaide school of medicine. Itis the
major public institutional provider of health services for South
Australia (population 1.4m) including the capital city Adelaide
(population 1m). The hospital also serves the Northern Territory,
western New South Wales and Victoria. In addition, it is the state’s
main provider of super-specialty services; these include the state’s
radiation oncology facilities and the bone marrow transplantation as
part of the haematology unit. Medical and surgical oncology services
are provided throughout the metropolitan area, but the major ser-
vices are at the Royal Adelaide Hospital.

The hospital is regarded as an international centre of excellence in
the treatment of bone marrow transplantation, following the discov-
ery that circulating blood contains normal stem cells which can be iso-
lated and concentrated and reinfused into the patient. The advent of
autologous bone marrow transplantation has led to an increase in the
number of patients who can be cured of leukaemia and to the elimi-
nation of some nasty side effects of transplantation and the reduction
of length of stay and cost of treatment.

Basic research at the Institute of Medical and Veterinary Science
has led to the discovery of substances and cell receptors that regulate
the growth of cells. A study of the biochemistry of fibrin and migra-
tion of cells resulted in the production of a monoclonal antibody
which blocks the metastatic process of malignant melanoma cells.

Both these discoveries have major diagnostic and therapeutic impor-
tance.
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Background to change

Over the past 30 years, the age-adjusted death rate for all causes in
South Australia has reduced by 25 per cent. The cancer death rate,
however, has increased by 35 per cent for males and remained stable
for females. The proportion of deaths due to cancer has increased
from 17 per centin 1970 to 25 per cent in 1985.

The incidence of new cases of cancer in South Australia between
1977 and 1984 increased by 23 per cent. When this percentage is stan-
dardised for age and sex, it falls to 4.5 per cent. The continued ageing
of the population is expected to produce a further increase of 25 per
cent in the number of new cases of cancer during the next decade.

The leading causes of cancer deaths in males between 1977 and
1986 were lung (28.4 per cent) colon and rectum (12.5 per cent) and
prostate (10.5 per cent). In females, it was breast (19 per cent) colon
and rectum (16.3 per cent) and lung (8.5 per cent). But mortality data
tend to underestimate grossly the total burden of cancer in the com-
munity. While there were 21,674 deaths from cancer between 1977
and 1986, the number of new invasive cancers during that period was
almost double that figure (41,757). The main types of cancer in males
were lung (18 per cent) prostate (16 per cent) and colon and rectum
(14 per cent). In females, they were breast (24.4. per cent) colon and
rectum (15.6 per cent) and melanoma (7.6 per cent).

Time trendsin cancer incidence between 1977 and 1986 show:

A significant increase among females with no significant change in
males.

An increase for males (47 per cent) and females (173 per cent) of
cancer of the lip due to sun exposure.

A decrease in stomach cancer in females (31 per cent) with no
change in males. This is thought to be due to changes in diet, par-
ticularly complex carbohydrates and salted, pickled and smoked
foods; the introduction of refrigeration and other non-chemical
means of food preservation have played a part.

An increase of cancer of the rectum in males (28 per cent) but no
change in females. Colon and rectal cancer are thought to be as-
sociated with a high fat, low fibre diet.

A decrease of cancer of the pancreas for both sexes (20 per cent).

A decrease in lung cancer in males (17 per cent) and an increase
in females (41 per cent). This reflects the changed pattern of

cigarette smoking over the past 30 years.
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An increase of melanoma, due to sun expesure and possibly ozone
changes, in both sexes (25 per cent).
A decrease in multiple myeloma in males but not in females.

For afuller picture, see Tables 5.1,5.2,5.3and 5.4.

Table 5.1

1977 1978 1979 1980 1981 1982 1983 1984

Number of new cases
of cancer per annum 3,678 3,782 3,822 4,071 4,109 4,189 4,311 4,518

Standardised by age
and sex to 1981 population 3,050 3,070 3,040 3,170 3,110 3,100 3,120 3,190

Stages of cancer treatment

Six stages of cancer treatment can be identified: prevention (primary
and secondary); diagnosis and early detection; treatment (curative
and palliative); rehabilitation; continuing management; and hospice
and palliative care.

For primary prevention to be effective, four criteria need to be met:

the risk factors are strongly and causally related to the cancer;
the risk factors are readily identifiable;
the risk factors are readily subject to favourable manipulation;

the cost of identifying and manipulating the risk factors is reasona-
ble.

Lifestyle and behavioural factors could be responsible for up to 60
per cent of cancers. Cigarette smoking, the best-known cause of
cancer mortality, is the chief single avoidable cause of death in our
society and the most important public health issue of our time. In
Australia, sunlight exposure is responsible for a dramatic increase in
melanoma and non-melanoma skin cancer. Dietary habits are esti-
mated to account for up to 35 per cent of cancer deaths, but as the
above criteria cannot be met, a specific prevention programme (apart
from general nutritional advice) cannot be formulated. Occupational
exposure to carcinogens represents a small but specific and controlla-
ble cause of cancer; regulatory and other approaches to occupational
health are essential to eliminate this risk. Finally, sexual behaviour is

now thought to be responsible for cervical cancer and AIDS-related
cancer deaths.
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Table 5.2 Cancer mortality 1986

South Australian Cancer Registry: mortality from cancer, 1986. Number of deaths, the
percentage distribution, and the crude mortality rates per 100,000 males and females for

some leading sites.*

Males (1986)
Site No % Rate

Total number 1,330 100.0 193.3
Lung 366 27.5 53.2
Prostate 137 . 19.9
Colon . 15.7
Stomach . 12.9
Rectum and RS jt

and anal canal . 1
Pancreas
Lymphomas
Bladder
Leukaemias
Kidney and ureters
Brain
Melanoma skin
Oesophagus
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*SA estimated population, ABS 1986

Females (1986)
Site No % Rate

Total number 1,077 100.0 155.0
Breast 207 19.2  29.7
Lung 104 9.6 14.9
Colon 9.3 14.5
Ovary 6.4 9.9
Pancreas
Rectum and RS jt
and anal canal
Lymphomas
Stomach
Leukaemias
Brain
Cervix
Corpus uteri
Melanoma skin
Bladder
Kidney and ureters
Oesophagus

Table 5.3 Cancerincidence 1986

South Australian Cancer Registry: incidence of invasive cancer, 1986. Number of new cases,
the percentage distribution and the crude incidence rates per 100,000 males and females for

some leading sites.™

Males (1986)
Site No % Rate

Total number 2,460 100.0 357.6
Prostate 402 163 584
Lung 397 16.1 577
Colon 220 8.9 319
Melanoma skin 163 6.6 23.7
Rectum and RS jt

and anal canal 142
Bladder 120
Stomach
Lymphomas
Lip
Leukaemias
Kidney and ureters
Pancreas
Brain

20.6
17.4
16.2
15.9
13.3
11.0
10.6

9.4

7.5
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*SA estimated population, ABS 1986

Females (1986)
Site No % Rate

Total number 2,101 100.0 302.4
Breast 509 242 732
Colon 212 10.0 30.5
Melanoma skin 186 8.8 26.7
Lung
Rectum and RS jt
and anal canal
Corpus uteri
Lymphomas
Cervix
Ovary
Pancreas
Leukaemias
Stomach
Brain
Kidney and ureters
Bladder




Table5.4 Age-standardised cancer incidence per 100,000 population by calendar year*

p
Site ICD-9 Sex 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 Value

Allsites 140-208 M 3379 334.1 3343 3341 349.6 341.6 340.2 346.8 343.1 329.7 NS
F 272.6 2803 2753 2984 2737 280.2 286.6 298.7 2945 2854 <0.05

16.7 16.3 16.5 12.5 <0.001
3.2 4.8 . 4.0 <0.001

18.8 15.1 . 15.0 NS
7.6 7.7 . 7.0 <0.001

0.3 0.4 . 0.8 NS
1.3 1.2 . 0.3 NS

304 272 . 29.3 NS
27.3 32.0 . 28.5 NS

21.7 . 19.2 <0.01
14.5 14.2 NS

7.2 . 8.8 <0.05
4.7 . 8.7 NS

6.3 . 5.8 NS
0.7 . 0.1 NS

53.5 <0.001
18.0 <0.001

22.1 <0.001
25.6 <0.01
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Table 5.4 Age-standardised cancer incidence per 100,000 population by calendar year* continued

p
Site ICD-9  Sex 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 Value

Cervix (invasive) 180 - - -

9.5 12.1 10.6 12.0 10.7 9.0 12.5 12.3 12.5 11.2 NS

Uterus body 182 - - - - - - - - - - -
208 148 16.6 17.1 134 133 153 172 152 141 <0.05

Ovary etc 183 - - - -
12.0 10.9 11.3 10.4 NS

12.8 10.6 11.0 11.4 11.7

Vagina, vulvaetc 184

2.4 NS
51.7 NS

2.7 3.1
53.5 54.8

2.4
56.1

2.8 2.4
53.5

10.
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Prostrate 185
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Kidney 189 10.5

6.6

5.9
4.7

18.5
13.0

NS
NS

NS
NS

NS
NS

Brain 191

Lymphomas 200-202
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Multiple myeloma etc 203

2.

13.6 . .
6.5 . 10.

*Standardised directly using the estimated South Australian population for 30 June 1981.
NS Not statistically significant (p>0.05).
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The hospital’s response
Prevention

Patients are only permitted to smoke if they have a prescription from
their doctor; in practice, this has restricted smoking to a small number
of psychiatric and terminally-ill patients. Visitors are not allowed to
smoke in the hospital, nor staff while on duty. These measures have
had a remarkable effect on the hospital environment and on patient
and staff attitudes, and are in line with the aim to reduce smoking in
the community by half by the year 2000.

The hospital has an active health promotion unit which serves pa-
tients and staff. Specific help with dietary advice, stop smoking pro-
grammes, and stress education are offered to all outpatients and inpa-
tients by referral.

Diagnosis — early detection

Colorectal cancer is the commonest form of cancer in our community,
accounting for nearly 500 cases per million population each year. No
primary preventive strategy is available, and the only effective treat-
ment is surgery; radiotherapy and chemotherapy do not appear to af-
fect outcome. The five-year survival rate is just under 50 per cent and
has not changed significantly in 30 years; the success of surgical treat-
ment is dependent on removing the tumour before the invasion phase.

The Institute of Medical and Veterinary Science has developed a
polyclonal antibody to human haemoglobin which can be used to
screen for blood in the faeces. This test is not affected by diet and so
is far superior to available chemical tests; it has been shown to be more
sensitive and specific than other immunochemical tests. It is available
as a diagnostic test and will be available as a screening test for colorec-
tal cancer, offered annually to everyone over 40.

Screening for cervical cancer is readily available in Australia, but
poorly controlled and organised and thought not to be effective. Cer-
vical cancer incidence has increased over the past four years due, it is
thought, to the papilloma virus being a sexually transmitted disease.
Although general education is important, it is thought that cervical
cytology screening is more likely to be effective than primary preven-
tion. The Institute of Medical and Veterinary Science, which already
provides the largest public cervical cytology service in the state, is to
provide a new statewide service, backed by epidemiological informa-
tion and general practitioner communication.

The aetiology of breast cancer, which accounts for one in every four
cancers in women, is poorly understood; a primary preventive strategy
is therefore difficult. Screening mammography backed by fine needle
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cytology and modern surgical treatment has been shown to reduce
mortality from this cancer substantially. The cost of screening all
women over 50 in Australia is estimated at $124m a year, so this is not
practical. But it is intended to screen women with a high risk, and the
Royal Adelaide Hospital has established a comprehensive screening
and treatment team along with new radiology and pathology diagnos-
tic facilities.

Treatment

Even if these preventive measures are effective, programmes may
take between 20 and 30 years to affect the community cancer toll. (If
everybody stopped smoking tomorrow for instance, it would take be-
tween 12 and 20 years for lung cancer to reduce by about 85 per cent
of today’s levels.) So it is essential to plan cancer treatment services
with the objectives of cure, remission and palliation.

In 1977, treatment of cancer at the Royal Adelaide Hospital focused
on the site of appearance of the neoplasm in the body. Treatment was
the concern of organ or system specialists, and this tended to obscure
the fundamental principles of growth disorder common to many
varieties of tumour. It is now recognised that neoplasis is a multi-
disciplinary treatment problem requiring the collaboration of many
specialists, including physicians, surgeons, radiotherapists, medical
oncologists, pathologists, immunologists and epidemiologists. The
problem also requires the expertise of people such as specialists,
nurses, radiographers and counsellors. In addition, many patients re-
ceive more than one type of treatment for cancer. Half the new pa-
tients receive surgery, 40 per cent radiotherapy and 30 per cent
chemotherapy.

After a series of papers and discussions, the Royal Adelaide Hos-
pital is changing from providing individual patient care by a personal
physician to providing care within a comprehensive cancer care
centre.

Comprehensive cancer care centre

This is a multidisciplinary approach to the treatment of cancer, con-
sisting of the services of radiation oncology, medical oncology and sur-
gical oncology, with a wide range of support from associated disci-
plines. Services include a cancer registry, rehabilitation, social wel-
fare, convalescent and intermediate care, home care support, patient
follow-up and public education.

A centre of this sort, devoted to diagnosis and treatment of cancer
patients, basic and clinical cancer research and the training of person-
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nel, is essential. The patterns of care studies in the United States have
conclusively demonstrated a significant improvement in patient mor-
bidity and mortality by comprehensive cancer centres compared with
limited modality cancer treatment centres. The standard and quality
of equipment and drugs are among the many reasons for this.

Accordingly, an oncology committee has been established at the
Royal Adelaide Hospital. This committee of the board, representing
all the main services as well as ancillary services, has produced six
major changes.

Tumour clinics Newly-diagnosed cases of cancer are presented to
multidisciplinary tumour clinics which advise the treating practitioner
and the patient. We consider this a major advance on the previous
situation, in which a wide range of treatments was given to patients for
the same cancer. There are clinics for leukaemia and lymphoma, for
cancers of breast, head and neck, lung and brain, and for gynaecologi-

cal and colorectal cancers. Urology and skin clinics are being estab-
lished.

Treatment protocol ~ After review of the international literature by in-
terested groups, recommended treatment guidelines have been pub-
lished. All medical staff are expected to adhere to these or to justify
variations to the relevant tumour clinic.

Chemotherapy treatment centres The hospital has developed an on-
cology day centre as well as nominating a limited number of inpatient
services for the delivery of chemotherapy. This policy has had the de-
sired effect of eliminating one-off or non-approved therapeutic regi-
mens through peer review. It has also been essential, for staff occupa-
tional health and safety reasons, to prepare cytotoxic drugs aseptically
and centrally and to provide for ‘closed’ administration to patients.

Radiotherapy There has been a review of this therapy and essential
training for doctors, physicists and radiographers. Linear accelerators
only are used for curative treatment, in the knowledge that other
forms of radiation treatment are inferior. Emphasis on planning and
simulation have been necessary to produce better treatment results
and reduce complications. The change to multiple field treatment to
improve cure rate and reduce side effects has been important; so has
computerised CT planning of treatments.

Hospital-based cancer registry The formal establishment of this

type of surveillance has been important in evaluating treatment out-
comes. Treatment results within the hospital are compared with in-
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ternational results and publicly released. We have been able to iden-
tify changes in approach to cancer treatment over time.

Equipment and staffing policies The need for staff and equipment
for a comprehensive cancer care centre has been assessed. This has
had major financial implications which have required the redeploy-
ment of resources away from other areas of the hospital; it has also
raised internal difficulties in the use of resources in cancer treatment.

National standards for cancer services

The hospital was concerned at the variation in standards and provi-
sion of services for cancer in Australia, and was asked to assist in the
preparation of national guidelines. The following recommendations
from its committee have been adopted by the ministers of health for
Australia, the States and Territories:

1. Organisation Major cancer treatment services should be pro-
vided by a comprehensive cancer service associated with a teaching
hospital and ideally serving a catchment population of 1 million.

2. Coordination One medical practitioner should be responsible
for the overall care of the patient, and for the coordination of multi-

disciplinary treatments.

3. Patient care The social, emotional and welfare aspects of both
therapeutic and palliative care are best served by a team associated
with a comprehensive cancer service.

4. Bed/population ratios The recommended bed provision for com-
bined chemotherapy, radiotherapy and haematological cancer units
is 70 inpatient beds, 20 day beds and 20 hostel beds per million catch-
ment population.

5. Staffipopulation ratios The recommended full-time equivalent
specialist medical staffing per million population is seven radio-
therapists and four medical oncologists.

6. Referral Referrals should flow to designated cancer services. In
cancers with a low incidence, treatment specialisation should be un-
dertaken by specified states and referral/consulting services for-
malised.

7. Transport and accommodation Planning ‘of cancer services,
especially for less populated areas, should explicitly include transport
and accommodation requirements.

8. Paediatric cancer services The recommended whole-time equi-
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valent specialist medical staffing per three million population is two
paediatric oncologists (one with a special interest in haematology)
and one visiting radiotherapist with a special interest in paediatric on-
cology. Beds should be provided within paediatric departments.

9. Prevention Governments should establish objectives for the pre-
vention of cancer and fund or otherwise promote preventive pro-
grammes.

10. Screening and early detection Governments should establish
objectives for early detection of cancer and for screening of high risk
groups.

11. Research Governments should initiate or otherwise support re-
search into causative factors in cancer and into evaluating cancer
treatment services.

12. Information services and evaluation A cancer data base should
be developed (at the national, state and hospital level) with the
specific objective of providing data which can be used for:

epidemiological studies of incidence, prevalence and survival in
the community;

evaluating cancer treatment services, especially cost effectiveness
and evaluation of new technologies;

planning future treatment services.

13. Training and education Facilities for training radiation and
medical oncologists, radiation physicists, nurses and radiographers
should be regularly accredited by the appropriate professional body.
Education about cancer prevention and cancer treatment should be
provided for medical and other health practitioners at the under-
graduate level. Continuing education to update knowledge and skills
should also be provided.

14. Safety The side effects of surgery, radiation and drug treat-
ments and the working conditions of staff should be monitored with
a view to reducing dangerous practices. In particular, formal radia-
tion safety and control programmes, and standards for handling
dangerous therapeutic substances should be adopted in all centres of-
fering cancer treatment services.

15. Access Patient education, referral and provision of radio-
therapy treatment should be planned to overcome the present dis-
parities between the States and Territories and to ensure access to
treatment for those living in non-metropolitan areas.
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The people of New Zealand are having similar experiences to those of many
other countries. To George Salmond, it feels as if they have awakened after
a long period of complacency to find that money is short and that, as a nation,
they have invested badly in their health care system. The expansion of hospi-
tals has been to the disadvantage of public health and community care. And
as the population gets older and lives longer, more and more people feel this
disadvantage. Unfortunately there are no silent benefactors to enable the
people and their health care system to live happily ever after. Hard decisions
about the allocation and management of limited resources become urgent.

This case study of New Zealand’s attempt to gain control of an out-of-con-
trol health care system may feel familiar to many. Another familiar experience
is the appointment of a firm of consultants from outside health care to make
a hard-hitting report about the dearth of workable management and informa-
tion systems. One of their main recommendations for making major savings
was a restructuring of management. Notably, they recommend that there
should be a separation between providers and funders.

T'have plotted the dilemmas and responses highlighted by Salmond along the
quality dimensions of efficiency and economy. I felt that his description paid
attention to the first two building blocks: assessment of need and formulating
objectives and priorities for intervention. The demand for swift changes raises
many questions about what to make a priority and what to act on at which
level. What does the reader predict would be the impact on health result?




ORGANISING HEALTHIN NEW ZEALAND

George Salmond

This paper traces the development of health services in New Zealand
and focuses particularly on developments since 1984, initiated by the
third Labour government. It asks whether it is necessary in New Zea-
land to separate organisationally the funders and providers of care.

Background to change

Over the last 50 years, health status and health services development
in New Zealand have closely paralleled the country’s social and eco-
nomic development. Long before the election of the first Labour gov-
ernment in 1935, there had been a growing feeling that medical care
and health services should be more widely available, irrespective of
ability to pay. In April 1938, the government moved to introduce so-
cial security legislation which sought, among other things, to provide
universal medical and hospital care for all, financed entirely out of tax
revenue.

Inpatient and outpatient care, free at the point of delivery in a pub-
lic hospital, were introduced without difficulty. There was, however,
protracted conflict between the government and the medical profes-
sion over the payment of medical practitioners. In November 1941,
a compromise was reached whereby a ‘fee-for-service’ scheme was
introduced for ambulatory care.

After the second world war, the New Zealand economy boomed
and the hospital service in particular benefited greatly. The public
hospital was easily found in any town by looking for a construction
crane. The weight of public expenditure moved progressively in fa-
vour of hospitals, to the disadvantage of public health and communi-
ty care. By the early 1970s, over 70 per cent of health expenditure
went on hospitals — which is high by international standards.

The ‘fee-for-service’ scheme meant that general practitioners had
initially done well. But inflation was allowed to erode the govern-
ment contribution, and co-payment increased. Today, only about a
third of the cost of general practitioner care is met by the state, the
rest being co-paid by the patient. This has been one factor in the re-
cent rapid growth of health insurance.
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By 1960, New Zealand’s economic fortunes had started to wane.
Between 1961 and 1980 absolute per capita GDP deteriorated sharp-
ly; New Zealand fell from sixth among OECD countries at the start
of the period to eighteenth at the end. Health status indicators con-
tinued to improve, but declined in relation to those of other OECD
countries, in parallel with relatively poor economic performance.
Growth in the health system continued at about 5 per cent a year in
real terms until the mid-1970s, with practically no real growth since
1980.

During the years of relative affluence, New Zealanders were com-
placent about their lifestyle and place in the world, and this compla-
cency was certainly evident in the health services. Responsibility for
the booming hospital service was vested in locally elected hospital
boards; there were 29 by 1980, serving populations ranging in size
from 2,500 to 800,000. Capital and operating finance were still pro-
vided by the central government out of general revenue. A trio of
officers — a medical practitioner, a nurse and an administrator — man-
aged the affairs of the board by consensus. There was no chief execu-
tive in the general management sense. The main management task
was to expand the existing service in accord with the growth monies
available.

Managing for health result: developments since 1984

The third Labour government was elected in July 1984 and im-
mediately set about restructuring the economy. Government trading
departments, such as the Post Office, Electricity Department, Rail-
ways and Forest Service, were made competitively neutral and trans-
formed into state-owned enterprises, and the government embarked
on a programme to sell off state assets to private enterprise. It also
planned to introduce a single tax rate of less than 30 per cent, to en-
hance New Zealand’s international competitiveness and to encourage
individual and collective productivity gains.

In this environment, government spending on social services must
come under increasing pressure. In late 1986, the government set up
a Royal Commission on Social Policy to report in less than two years
‘on what fundamental or significant reformation or changes are neces-
sary or desirable in existing policies, administration, institu.tions or
systems to secure a more fair, humanitarian, consistent, efficient apd
economic social policy which will meet the changed and changing
needs of this country and achieve a more just society’.

There is a strong and growing consensus among New Zealanders
that central government is too closely involved in their daily lives. This
is particularly so in social policy areas, including health.
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There is already commitment to major reform of local government,
which could see a greater devolution of powers and functions to a rela-
tively small number of large regional authorities. In the health sector,
moves are under way to create a network of area health boards which
combine public hospital functions with the public health function of
district offices of the Department of Health. Financial, personnel and
administrative functions, as well as service ones, will be devolved to
the boards.

In 1986, the government commissioned a review of health benefits
— state-financed subsidies designed to reduce financial barriers to
health care.! Following that review, the government reaffirmed its
commitment to the continued predominance of public funding and
provision of health care, and gave notice of its intention to devolve the
administration of health benefits — including the ‘fee-for-service’ pay-
ments to general practitioners — to area health boards.

Foreshadowing these developments, the Department of Health
moved to restructure its operation with the aim of making the organi-
sation more responsive to the changing environment. The progressive
introduction of general management structures and processes across
the whole organisation was pivotal to these changes. In place of sys-
tems based on shared and often ill-defined responsibilities and accoun-
tabilities, unit and programme managers were appointed to take direct
responsibility for performance against clear objectives.

Concern continued about the level of public spending on health and
the efficiency with which resources were used. In early 1987 the Minis-
ters of Finance and Health set up a Taskforce to report on the effi-
ciency of the public hospital sector. The chairman, Mr Alan Gibbs,
was a highly successful businessman who was closely involved in the
formation of state-owned enterprises.

The Taskforce engaged a firm of overseas consultants to make a
performance assessment of the public hospital system. In a hard-hit-
ting report, the consultants highlighted the dearth of management in-
formation, particularly on the cost of services. Major savings, they
said, could be made by introducing more ambulatory care and reduc-
ing the length of hospital stay. In total, they estimated, over $600m
could be saved on a 1986/7 expenditure base of $1,858m — a saving of
over 30 per cent.?

Before the Taskforce reported, however, the government intro-
duced a State Sector Bill which sought fundamentally to change per-
sonnel and industrial arrangements for the public service and other
parts of the state sector — including hospitals and area health boards.
After a stormy passage, the bill became law in April 1988.

The State Sector Act requires a fundamental reform of the
management culture and clears the way for general management
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structures and systems across the health services. Chief executives on
individual contracts for up to five years will be appointed to head gov-
ernment departments, each responsible to their minister. The State
Services Commission will continue to negotiate for conditions of em-
ploymentin the public service, but will be required to consult with the
chief executives, who will have greater direct control over their em-
ployees than was the case previously.

The act requires that area health and hospital boards also appoint
general managers on contract, who will then become the employers.
In consultation with general managers and the Chief Executive of the
Ministry of Health, the State Services Commission will negotiate
conditions of employment for all board employees, but is expected to
delegate most of these powers to the general managers in time.

The dilemmma

The Taskforce on hospital and related services reported early in 1988
and, as expected, was roundly critical of many aspects of hospital per-
formance. It proposed a structure which retained government as the
main funder and provider of services, but which clearly separated
these two roles. This separation, it said, would enable a market to be
created in which prices were set by modified competition between
hospitals. “Thus the best performers will have an influence which will
pervade the system over time even though they may never be a direct
“competitor” with more distant hospitals’ 3

The Taskforce’s system would see central government funding di-
rected on a population basis to six locally elected regional health au-
thorities, which would then purchase publicly-funded health services
on behalf of the people in the region. They would not manage or own
any services, but would contract with public, private and voluntary
providers on a competitively neutral basis. Central to the recommen-
dations is the assertion that ‘no major improvement in our system can
be achieved without paying hospitals and other providers for the
specific treatments they provide’.

So the Taskforce believed that the required efficiencies would be
achieved only with a clear separation between funding and providing
functions. Herein lies the dilemma.

After more than a decade of talk and little action, health sector re-
form has now come with a rush. The creation of area health boards
and regionalised services is well under way. Long-standing problems
about the future of health benefits look like being resolved by devolu-
tion to area health boards. The Department of Health has been re-
structured in keeping with its new function as a Ministry. The 1988
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State Sector Act has cleared the way for reshaping the management
culture of the health system and bold initiatives are under way to im-
prove information systems and management performance. There is
also the dimension of biculturalism (see Building new partnerships
with the Maori people, page 138). Given all these changes and the in-
evitable uncertainty and confusion, at least in the short term, do we
need to take the added step of separating funders and providers?

The Minister of Finance initially favoured the Taskforce’s propos-
als, while the Health Minister was more cautious. The area health
and hospital boards, smarting under the Taskforce’s criticisms were
generally against the proposals. The health worker unions roundly
rejected them. The general public, as evidenced by reporting in the
news media, were not greatly interested, tending to agree with the
Taskforce’s criticisms, but less certain about what should be done.

Finally, the government rejected the Taskforce’s main recommen-
dation. In October 1988, the then Minister of Health published a pre-
scription for change in the health sector, based on:

continuing a publicly-funded health service;

a small Ministry of Health with policy review and support func-
tions;

a network of 14-16 area health boards with largely elected mem-
bers and an elected chairman;

a National Health Council consisting of the Minister and represen-
tatives of the Ministry and area health boards, to oversee national
policy development;

improved information and management systems;

greater accountability of boards, both locally and to central gov-
ernment;

eventual devolution of all primary care services to health boards.

In December 1988, a new Minister of Health took on the portfolio.
During the following three months, social policy spending came
under extreme pressure, with budget re-cuts of between six and ten
per cent in real terms for area health and hospital boards for the year
1989/90. Under these new pressures, and on top of other long-stand-
ing problems, the Auckland Area Health Board, the largest in the
country, became financially insolvent and was replaced by a commis-
sion.

The Auckland experience confirmed in the mind of the Minister,
Helen Clark, that boards were under-managed and largely incapable
of reallocating resources in times of financial hardship. She continued
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with the establishment of area health boards, but sought to make
these more directly accountable to central government for the re-
sources they use. Work started on a national health charter as the
basis for individual board contracts, which would prescribe in some
detail the quantity and quality of services to be provided. The Minis-
try of Health was asked to develop review procedures which would
ensure that boards met their contract obligations.

The Minister also legislated to enable her to appoint five members
of each area health board, so reducing the number of elected mem-
bers. She indicated that the planned devolution of primary care be-
nefits would not go ahead until the new charter and accountability
mechanisms were in place and managerial performance had mar-
kedly improved. In sum, she moved to put in place a much more cen-
trally-driven system for health sector management.
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People do not much like change. They prefer the familiar, which is less
threatening than the unknown. Yet change happens.

Cyril Chantler’s case study of management reform in a London teaching
hospital discusses the difficult experience of a deteriorating relationship be-
tween administration and doctors. Guy’s Hospital had other problems too:
it has the dubious distinction of being the first London teaching hospital to
have spent more money by closing beds.

Not surprisingly, the hospital responded to its financial crisis by tightening
up on the efficiency and economy dimension of quality, and that is the di-
mension along which I have plotted this case study. It seems, too, that the
hospital’s initial response was to go straight into setting priorities and objec-
tives and putting operational plans in motion, perhaps at the expense of an
assessment of needs. This response assumed a knowledge both of people’s
needs and of the impact of their efforts. What predictions does the reader
have about how the hospital will be able to respond when providers and pur-
chasers of health care are separated?




MANAGEMENT REFORMIN A
LONDON HOSPITAL

Cyril Chantler

This case history analyses the experience at Guy’s Hospital between
1985 and 1988, during which time major management changes were
introduced. It analyses why the changes were thought necessary and
the philosophy behind them and draws out some lessons for others.
These include principles and systems that minimise conflict and con-
fusion.

Guy’s Hospital opened in 1726 in Southwark, a densely populated
area which was then, and is now, one of considerable deprivation.
The first purpose of the hospital is to serve the local population; it is
also a major teaching hospital which qualifies over 100 doctors, 90
dentists and a large number of nurses and people in allied health pro-
fessions each year. The hospital is next to a very busy railway station
which provides transport into London to a population of over 3.5 mil-
lion. The catchment population of Guy’s is, therefore, much larger
than its local one. It also has an important role in the provision of ter-

tiary referral services as well as in postgraduate teaching and re-
search.

Background to change: Guy’s and the NHS 1948-85

Guy’s was incorporated into the National Health Service in 1948. The
board of governors had overall responsibility for its management, re-
porting to the Minister of Health. Overall responsibility for the ad-
ministration of the hospital rested with the clerk to the governors:
this post was considered one of the most senior in hospital adminis-
tration in the country. Day-to-day responsibility for running the hos-
pital was vested in the superintendent, who was always a clinician and
responsible to the board. In effect, he shared total responsibility
along with the clerk and the matron.

In retrospect, 1948-1974 were ‘the years of plenty’ and saw a
steady expansion in Guy’s services. The NHS provided the money to
run the hospital, but the board of governors had access to the trust
funds of Thomas Guy, which were used for new developments. Al-
though the hospital tried to stay within its financial allocation, it was
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not in effect cash limited and legitimate demands for increased ser-
vices could always be funded with the allocation adjusted at the end
of each year; the government took over responsibility for items
funded the previous year by the governors. In 1948, the board as-
sumed responsibility for a nearby children’s hospital with 100 beds,
and later for St Olave’s and New Cross hospitals, both about two
miles from Guy’s. So by 1974, the Guy’s group had access to a total
of 1,557 beds, 887 of which were on the main site.

In 1974, the board of governors was abolished. The community
health and hospital services were joined into the Guy’s health dis-
trict, which with three other districts formed an area health authority.
The post of superintendent at Guy’s was abolished and the district
management team was set up, with the chairman of the medical and
dental staff committee, a general practitioner, district treasurer, dis-
trict administrator and district nursing officer working by consensus.
The post of district administrator was far less senior in career terms
than the previous post of clerk to the governors and the consensus
management model was totally different from the old pattern of re-
sponsibilities. Finally, instead of Guy’s reporting directly to the
Minister of Health, the reporting structure now went through area to
region to the Department of Health and Social Security.

In 1976, the then Labour government introduced the concept of
cash limits on public expenditure, which were strictly applied by the
subsequent Conservative government in 1979. Area health au-
thorities were obliged not to overspend, and expense in the health
service, having been to some extent demand-led, became strictly
limited by the cash allocation. Inevitably, this led to overspending
and the financial position of both Guy’s and the area health authority
rapidly deteriorated.

In 1978, considerable cutbacks in clinical services were proposed,
with an overall reduction at Guy’s of 30 per cent. The clinicians pro-
duced an alternative plan to close St Olave’s hospital, with a resulting
10 per cent reduction in clinical services. This policy was eventually
adopted, but only after the government had replaced the area health
authority with commissioners. In the end, the necessary financial sav-
ings were made.

In 1982, a further reoganisation of the NHS abolished the area
health authorities. The Guy’s and Lewisham health districts were
joined as the Lewisham and North Southwark Health Authority, re-
porting to the South East Thames Regional Health Aut’horlty. The
district was split into three units of management: Guy’s Hospital,
Lewisham Hospital and the Priority Community Care Services.
Overall responsibility was held by the district management team
which reported to the district health authority which was made up of
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people representing various local interests and headed by a chairman
appointed by the Secretary of State.

The new health authority decided on a radical plan to improve the
provision of health care in the community and, in particular, to close
long-stay mental handicap hospitals and rehouse their patients in
small groups in the community. They determined to obtain money
for this plan by reducing expenditure in Guy’s and Lewisham hospi-
tals. The regional health authority also decided to reduce allocation
to our health authority by £12m a year at current price over a 10 year
period (10 per cent of allocation). Other cuts, such as inflation short-
fall and planned efficiency savings, mean that between 1982/3 and
1987/88 the Guy'’s district suffered a loss of £12,430,000 a year. Guy’s
Hospital budget fell by £10,235,000 in the five years 1982-87, leaving
abudget of about £50m a year.

In January 1984 it was apparent that the hospital was going to over-
spend its allocation substantially, and the then district management
team decided to close over 100 beds, although a number of clinicians
suggested that the effect would not be as foreseen. During the next
two months, throughput in the hospital increased over that in the
same two months the previous year. Guy’s thus had the dubious dis-
tinction of being the first London hospital to spend more money by
closing beds.

The combination of increased demand for our services, and reduc-
tion in our allocation, beds and other clinica!l services, led to a crisis
of management within the hospital. Relationships deteriorated rap-
idly between different professional groups, not least the clinicians
and the administrators. The administrators felt that the advice they
were getting from the medical advisory committee (based on a divi-
sional cogwheel representational system) was irresponsible, because
it took no account of the financial problems. The clinicians felt that
the administrators had lost their vision of the aims of the hospital —
that is, to care for the sick. Tensions were apparent at all levels: on
the wards when doctors wished to admit patients to beds which were
undernursed because of reductions in the nursing service; within the
nursing heirarchy, with their long lines of communication imposed by
the Salmon structure; and between different professional groups who
sought to protect their particular service.

At this time the Griffiths report was published.! Clinicians and
others at Guy’s had already had discussions with the Griffiths team,
suggesting that clinicians should be involved in the management of
the hospital with their own budgets related to their clinical services,
and with decentralisation of services as far as practical.

This then was the background to the debate on a new management
structure.
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Managing for change: do doctors have a role?

Itis often argued that clinicians should not actively participate in hos-
pital management because of a possible conflict of interest between
the allocation of resources and the needs of their own patients.? Fail-
ure to recognise this dilemma may compromise the primary duty of
doctor to patient or lead to resource allocations which are unfair to
those whose needs are less acute or who are represented by less per-
suasive doctors. Clinical freedom is obviously, however, constrained
by lack of resources, and if that freedom is to be maximised, it is im-
portant for clinicians to have a voice in the debate on resource alloca-
tion.

The medical advisory committee system worked well when the ser-
vice was expanding, and works well in a private hospital where doc-
tors are, in effect, customers of the institution because they introduce
the patients who in turn pay the bills. But in a cash-limited system,
the position is different. No authority charged with maintaining
financial stability will transfer responsibility for expenditure to any
other group, unless that group accepts the financial constraints within
which they have to operate.

All consultants in the NHS have equal status and the possibility
that any one of them should have authority over others is properly re-
sisted. Clinicians contemplating involvement in hospital manage-
ment are also concerned about the time it will take and fear that their
clinical activities will be limited.

Professional health service administrators and managers tend to
have mixed feelings about the involvement of clinicians in manage-
ment. They are concerned that clinicians commit the resources, leav-
ing the administrators to cope with the financial and organisational
consequences. They also feel that many clinicians know little about
the complexity of delivering health care and so tend to make irra-
tional and uninformed decisions. But administrators also recognise
that clinicians are directly involved with the customer; tend to be
semi-permanent in the organisation (whereas administrators move
frequently as their career progresses); are intelligent and h3ave
stamina; and tend to be responsible for many service innovations.”

The balance of the argument, I believe, is in favour of involving
clinicians. It helps to maximise their clinical freedom and to reduce
the frustration of having only a limited influence on the service in
which they work. It is also sensible to involve the most powerful pro-
fessional group in the management of hospitals to increase the effi-
ciency of the organisation. Certain principles and systems are neces-
sary, however, to avoid conflict or confusion.
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Principles and systems for management
1. Professional and management accountability

Hospitals are unusual in that they are staffed by professionals in a
number of different fields, each of whom has their own well-de-
veloped professional structure, whether they are nurses, engineers,
physicists, scientific officers or others. Clinicians are professionally
accountable to their patients, and this accountability is audited by the
traditions of Hypocrates, by various professional bodies, by the Gen-
eral Medical Council and by the law. Although NHS clinicians are
paid by the government, their remuneration can legitimately be rep-
resented as coming from the patient through taxation.

Management accountability can legitimately be separated from
professional accountability. Each member of staff has management
accountability to the health authority for the quantity and quality of
services delivered and for the efficiency of the work carried out. Any
management structure must take account of the differences between
professional and management accountability. Separate lines of ac-
countability not only serve to maintain professional freedom but can
also act as a useful check to the unrestrained use of authority.

2. Responsibility and authority

Responsibility and authority must be coterminous and commensu-
rate. If a group of clinicians with a clinical director takes responsibili-
ty for providing a service, then the commensurate authority must be
transferred to this individual. We need to recognise, though, the ap-
prehension that some clinicians will feel about assuming responsibili-
ty for provision of service as opposed to individual patient care and
the administration’s resistance to transfer of authority.

3. Management budgeting

The NHS hospital service has traditionally operated on a functional
budgeting system. This works well in hotel and support services, but
has little relevance in the clinical service where it is clearly impossible
for one person, such as the director of nursing, to be responsible for
day-to-day nursing expenditure throughout the hospital.

The result of the cumbersome functional budgeting system is that
there is little commitment accounting, little knowledge of day-to-day
expenditure and little management control of expenditure. The ac-
tual amount spent in the service is only accurately known at the end
of the financial year and quite often an over-expenditure is found
when the final accounts are made; only then is it possible to deter-
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mine exactly where the money went. This process is usually complete
by mid-summer when the institution is well into its next financial
year, so it is hardly surprising that hospital cuts tend to happen in the
autumn.

It is fundamentally important, in my view, that the NHS adopt
management budgeting throughout the service, so that all expendi-
ture is under the control of named individuals who receive their
budgets in advance and can check expenditure at regular intervals.
Commitment accounting is an important component of such a sys-
tem.

A decentralised clinical management structure needs to be served
by a management (clinical) accountancy system. It is pointless to in-
troduce clinical budgeting without a clinically-based management
structure, because there is no point in having a budget if there is no
one who accepts responsibility for it.

4. Part-time clinical managers

Clinicians must be allowed to be part-time managers and it should be
recognised that their responsibility is for management and not for ad-
ministration. If they have to devote a great deal of time to manage-
ment, they will cease to be clinicians and their unique perspective will
be lost. They need to be supported by able business managers, who
may be drawn from the hospital administrative service or other pro-
fessional groups. And they need to recognise that professional ad-
ministrative skills are important. The emphasis is on a team approach
and the basic team comprises the clinician, the business manager and
the nurse manager.

The other important component in allowing clinicians to be part-
time managers is decentralisation of the organisation. The work can
then be shared among a number of clinicians, each of whom can com-
mit a certain amount of time but not be overwhelmed by manage-
ment responsibilities.

Managing change: Guy’s Hospital 1985-88

In the autumn of 1984, the medical and dental committee, comp.rising
all the consultants at Guy’s, voted to take part in an experiment
based on the above principles. A new hospital management board
(board of directors) was formed and assumed responsibility for run-
ning the hospital in April 1985.




MANAGING FOR HEALTH RESULT

Management structure

The new management structure is shown in Figure 7.1. The chairman
of the management board is ultimately responsible for the hospital’s
performance and reports directly to the district general manager and
district health authority. The chairman works closely with the chief
executive (who is responsible for the general management and over-
all objectives of the hospital) and with the director of nursing. These
three individuals carry central responsibility for the hospital’s perfor-
mance. They are helped by a team made up of:

The clinical superintendent — responsible for medical staffing and
hospital development (capital development costing over £30m is
planned over five years). He or she also chairs the quality commit-
tee, which reports directly to the hospital management board.

The director of operations — responsible for hotel and support
services.

The hospital finance director and staff.

The personnel director and staff.

Each of the 13 clinical directorates is headed by a clinician assisted
by a nurse manager and a business manager. The latter were mainly

chosen from among professional hospital administrators, but one is
a nurse and another a scientific officer. Some directorates share a
business manager and responsibility for the laboratories is shared be-
tween the director, the chief technician and a junior administration
secretary.

The separation of management accountability from professional
accountability is fundamental. The nurse-manager in a directorate
reports directly to the director of nursing on professional matters,
physicists report to the chief physician, and so on. Although these
professional lines of accountability have not had to be invoked be-
cause of serious management difficulties, they exist if needed.

The chairman of the board is appointed by the district general man-
ager but on advice from colleagues. If the chairman lost the support
of either the board or of the Guy’s medical and dental committee,
then he or she would have little choice but to resign, irrespective of
standing with the authority. The appointment of clinical directors has
also been on advice from colleagues and with regard to their manage-

ment capabilities as seen by the chairman of the board and the district
general manager.




Figure 7.1 Guy’s Hospital - management structure
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Decentralisation

By 1988, 1,828 out of a total staff of 2,916 reported within the decen-
tralised directorates. Centralised outpatient appointing and manage-
ment arrangements had been dismantled; these responsibilities are
now assumed by their individual directorate for clinical firms. Admis-
sions and the management of waiting lists have been largely decen-
tralised to directorates, as have bed allocations, with as few clinical
teams as possible working out of any one ward. Rules for bed bor-
rowing have been established and only the director of admissions,
who is also the director of the accident and emergency department,
has the power to commandeer a bed. The authority of the ward sister
or charge nurse over his or her ward has been re-established, and
ward budgets, which they hold, have been introduced.

Management budgeting and finance

A management budgeting system, based on the model drawn up by
consultants Arthur Young, has been introduced and applied to clini-
cal budgeting. We are now able to capture expenditure on staffing
costs, radiology and pharmacy, and these are contained within the
budget negotiated each year with each directorate; pathology and
medical/surgical supply and CSSD costs will be added. Budgets are

negotiated between October and December and form an important
component of the unit business plan presented to the board and the
authority in March.

This budget review process is an important component of our sys-
tem. It provides management appraisal where expenditure, and
quantity and quality of activity are formally examined. Budget re-
views can yield savings: £1,122,000 out of a total of £1,909,000 saved
was reapplied to new developments in 1988/9, when the total budget
was £51.574m.

The board inherited a deficit from 1984/5 of £1.2m and an inherent
overspend in 1985/6 of over £300,000 a month. In August 1985, it was
apparent that the unit was heading for an overspend in that financial
year of over £5m — over 10 per cent of the budget. In order to contain
this overspend, it was decided to concentrate on staff costs rather
than, as previously, reducing clinical services. A strict manpower
control system was therefore introduced. This took the place of a
very loose control which had meant it was difficult to tell from month
to month exactly how many people were employed in the hospital.
Now total staffing was determined and individual managers, to whom
staff reported, were identified. The number of posts was reduced by
300 (about 10 per cent) by the end of the financial year 1985/6, when
the unit was overspent by £1.7m.
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By the end of the following financial year, this deficit had been
cleared and the unit was breaking even, as it was in 1987/8. The cuts
have been severe. Since the beginning of 1984, Guy’s has lost 2 per
cent of its beds (340), manpower has been reduced by 17 per cent
(575 posts) and expenditure by £7.8m a year (15 per cent).

Patient services

Despite the massive bed closures and financial reductions, inpatient
throughput only fell to 6 per cent less than the 1982 maximum; in
1987/8 there were over 36,000 inpatient admissions, with further rises
projected. There has been a considerable increase in efficiency, with
length-of-stay and turnover interval declining sharply. An observa-
tion ward associated with the accident and emergency department
takes the pressure off beds; there is a five-day ward and a day surgery
unit. Waiting lists, which rose inexorably between 1982 and mid-
1987, then started to decline quite sharply in most areas.

In 1985/6, Guy’s was the most expensive London teaching hospital
on patient-related cost per case; in 1986/7, it was eighth out of 11, and
further improvements were expected. In 1986/7 we saw 69,754 new
outpatients and the cost for each was the lowest of the three teaching
hospitals in our area of London.

Quality issues

Quality of care is obviously important and we have not yet developed
satisfactory outcome measures for this. We do know that our re-
admission rate has not increased and our new system for planned
discharges for the elderly and chronically disabled has a reporting
system to judge inappropriate discharges. As far as we can tell, the
quality of our care has not deteriorated.

The introduction of clinical audit throughout the hospital is also an
urgent priority. The quality committee has introduced codes of prac-
tice for customer relations, such as outpatient waiting time, and these
are being monitored.

The state of our buildings and medical and surgical equipment in-
ventory is an important issue in quality. In 1984, the works officer es-
timated that there was a backlog of £12m on essential maintenance
and we have begun to deal with this with a major lift refurbishment
programme (£370,000 over three years initially), replacement of
theatre cooling and air conditioning systems (£397,000), a new in-
cinerator, relocation and refurnishing of the blood transfusion unit,
and starting to improve the decorative state of the hospital and its

roads and pavements.
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The board has managed to protect and increase the works depart-
ment budget. We have established an electrical and mechanical ser-
vices unit and increased the budget for replacement of equipment.
The quality committee and the board, with the clinical directors, are
developing the introduction of management appraisal, definite
guidelines for directorate responsibilities, a five-year plan of objec-
tives for the hospital and new standards for communication.

Personnel issues

The massive reduction in staff obviously led to difficult personnel is-
sues, but most redundancies were dealt with by natural wastage and
only 42 compulsory redundancies were needed in a total of 576 posts
lost. The majority of these posts came from the ancillary services, but
the number of doctors and nurses had to be reduced as well. We are
introducing a new system of private management for our domestic
and portering staff, although they will remain as employees at Guy’s.

Perhaps the most important positive change from our decen-
tralised system has been the improvement in staff morale. Communi-
cations between different professional groups have improved, with
much greater appreciation of everyone’s essential contribution to the
quantity and quality of health care. We have worked hard to achieve
this; we have introduced a briefing system based on the monthly
board meeting, which is followed by a newsletter to all managers for
discussion with their staff, telling them of developments in the hospi-
tal.

The decentralisation of the records department staff to individual
clinical teams has been particularly important. Recruitment has im-
proved and turnover fallen dramatically. It is now relatively uncom-
mon for a patient to attend without notes and x-rays which, three or
four years ago, happened in as many as a third of attendances.

Resource management

Guy’s has been appointed a second generation ‘resource manage-
ment’ site as part of the national experiment by the NHS manage-
ment board. As well as progressing with our clinical budgeting
system, we are piloting a new personnel system and a nurse and
theatre management system, all linked to a new patient administra-
tion system. We are also looking to develop case-mix analysis and the
production of average cost-per-case data.
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Conclusion

We believe that our approach to clinical management has much to
commend it, certainly for this hospital. It confirms the success of a
similar system in the Johns Hopkins Hospital in Baltimore, USA.*
An exact facsimile of our model would not be widely applicable, but
we would insist on certain principles. These relate particularly to the
proper involvement of clinicians in management, the decentralisa-
tion of authority and responsibility and the development of team
work between different professionals. While this paper has concen-
trated on the role of clinicians, the development of the management
skills of business managers, and particularly nurse managers, has
been an important part of our success so far.
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‘Medical staff increasingly face pressures that appear to limit their medical
prerogatives, challenge their professional responsibilities and affect their
earning power.’

There are new incentives to both doctors and administrators to liase more
closely in the management of hospitals and health care. In Manitoba, one
such incentive has been a policy to reduce the number of acute beds. The con-
sequent change in the type of health care on offer requires a new set of re-
lationships between ‘stakeholders’ to manage it.

Like Cyril Chantler, Dieter Kuntz describes his experiences in promoting
these new relationships, and I have plotted his case study, like Chantler’s, on
the quality dimension of efficiency and economy and the two management
building blocks, formulation of objectives and priorities for intervention and
development and operation of programmes. Again, it seemed, the objectives
had been based not on an assessment of need but on a response to financial
constraints. Assessment of health needs, however, might be one of the next
steps, as the consequences of the reforms become more evident and as, in
Canada at least, consumers become more vocal. What does the reader think?




SHAPING MEDICAL PRACTICE
IN MANITOBA

Dieter Kuntz

Hospital organisations are extremely complex. The prime role of
hospital management has been the organisational management of re-
sources, with the goal of achieving effectiveness and efficiency in the
provision of quality patient care. Traditionally, physicians have had
considerable autonomy in the use of hospital resources. The hospital
has been ‘the doctors’ workshop’. But cost containment incentives,
together with a broader view of the hospital’s governing board as ulti-
mately responsible for the quality of care, have resulted in a crisis be-
tween the workshop and the doctor. Old relationships no longer
hold.

This paper highlights the major forces that influence these chang-
ing relationships between administration and medical staff in Man-
itoba, Canada, and, more generally, in North America. It outlines
one hospital’s experience of assessing and resolving some difficult is-
sues of medical staff organisation and practice. Although changes in
these areas are likely to be perceived by doctors as a threat to their
autonomy, it concludes, they are nevertheless likely to be less costly
than those involving cuts and modifications in existing services.

Background to change

One of the main reasons for the complexity of hospitals is the day-to-
day interaction between the governing board/administration and the
organised medical staff. Their relationship has been unchanged since
the evolution of community hospitals. Traditionally, in Manitoba,
the physician could, on graduation, open a medical practice near the
hospital and apply for privileges, with a right of appeal, should the in-
stitution deny the request, to such bodies as the Provincial Medical
Appointments Review Committee. The physician could argue that
the institution denied him or her the opportunity to practise his or her
chosen profession, particularly if he or she was a specialist.

The governing board, usually made up of ‘lay’ people, is ultimately
completely accountable for the quality of care. It delegates authority
to the medical staff, who in turn discharge the responsibility through
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the medical staff by-laws, rules and regulations. This document has
become the framework within which doctors can act with reasonable
freedom and confidence. The medical staff traditionally determined
the number of physicians on the hospital’s staff and the types of
privileges granted. Although board approval is required, this is usu-
ally seen as a rubber stamp. The impact on the institution is signifi-
cant, since decisions on physician approval affect types of hospital
services, patient mix and capital and operating costs.

The basis for the hospital/physician relationship is ‘medical staff
self-governance’. At the highest level, the board exercises its respon-
sibility by reviewing and approving medical staff recommendations.
The relationship between the two parties is one of inter-dependence.
So whatis the problem?

The problem is simply people. The stakeholders bring different
perspectives, have different goals and protect different territory
when treating the patient. In a telephone poll, 50 doctors and 50 hos-
pital administrators were asked to say what they thought of each
other.! Here are some results.

Hospital administrators said the doctors were:

egotistical bumblers, who resented and envied the administrators’
organisational skills;

tinkerers who wanted to play with the most expensive and latest
gadgetry;

above-average in some ways yet immature in interpersonal rela-
tions;

independent thinkers who unrealistically denied that in hospital
they were part of an organisation;

confused about their responsibilities and authority in the hospital;

fundamentally unequipped to deal with non-medical matters.
Physicians said that hospital administrators were:

aloof, insecure bureaucrats;

more concerned with cost accounting than with patient care;

reluctant to ask for medical advice on cutting costs, staffing or allo-
cation of space, while encroaching on issues that should be dealt

with by the medical staff;
confused about authority and responsibility vis-a-vis medical staff;

always batting for the board and never for the doctors.
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Physicians and administrators alike felt that the basic problem was a
lack of effective communication, both in the organisation and be-
tween individuals.

The last decade has seen subtle changes in the roles of the govern-
ing board, administration and medical staff, and this has been un-
comfortably recognised. The easy-going, non-interfering board
members have been replaced by people who insist that hospitals must
run like big businesses. Hard decisions are made in a commercial
manner, taking into account such factors as growth, profit and the
elimination of competition. Boards are now prepared to tackle bio-
ethical issues, and service priorities, and are ever-mindful of the im-
portance of an appropriate mix of medical staff to fulfill the organisa-
tion’s mission.

The administrator used to manage day-to-day affairs for the medi-
cal staff and the board. The evolving role of the hospital’s chief exec-
utive officer (CEO) reflects an institutional need for managerial
leadership to meet the identified mission of a complex health indus-
try, using such tools as affiliations, management contracts, acquisi-
tions, mergers and development of health-related businesses.

Physicians were traditionally accustomed to viewing the hospital as
their workshop. They are not necessarily pleased with certain
changes. New medical staff are no longer elected by popular vote of
the entire medical staff. Instead they are recommended to the board
for appointment on the basis of their qualifications, and the board’s
decision is final. The security of life-long medical appointments has
been replaced by reappointments every year or two. The nurses’ re-
lationships with management is closer than ever before and perhaps
becoming even closer than that between physician and nurse. Medi-
cal staff by-laws have been revised to include obligations as well as
privileges. Physicians are expected to use their clinical expertise to
review and judge each other’s clinical practice.

Medical staff increasingly face pressures that appear to limit their
medical prerogatives, challenge their professional responsibility to
provide appropriate medical care and affect their earning power. In
the United States there is a movement, aimed at increasing medical
staff autonomy, led by doctors committed to the concept of quality
patient care. The leadership of the hospital medical staff section of
the American Medical Association (AMA) has responded with a
political strategy which aims to change the standards pertinent to
medical staff of the Joint Commission on Accreditation of Health-
care Organisations (JCAHO). Various authorities believe it is time
to re-examine medical staff and governing board standards. In 1985,
the joint report of the American Medical Association and American
Health Association (AHA) on hospital medical staff relations recog-
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nised the collective professional skills, knowledge and judgment of
the organised medical staff and its delegated authority to accredit
doctors and to carry out peer review and quality assurance. While the
governing board is ultimately accountable and legally responsible for
these functions, the independence given to the medical staff to fulfill
them can be characterised as ‘self-governing’, which is not, for the
AHA, synonymous with ‘separation’.

The AHA advocates communication and consultation, not con-
frontation. This is evident in the revised language it has proposed to
the JCAHO on unilateral amendments to medical staff by-laws:

‘Amendments to medical staff by-laws are accomplished through
a cooperative process involving both the medical staff and the gov-
erning body, and are effective upon approval by the governing
body. Amendments are developed and adopted by the medical
staff, or if initiated by the governing body, are submitted to the
medical staff for consideration, adoption and/or recommendation
to the governing body. The governing body gives full considera-
tion to the recommendations and views of the medical staff before
taking final action.’

Itis no longer possible for individual hospitals to be ‘the best at every-
thing’. They must do a more rigorous job of environmental assess-
ment, competitive analysis, organisational assessment and market
analysis to determine those areas of comparative advantage where
they should be striving for excellence. This needs to be done with the
relevant involvement of medical staff. Assessments of their
strengths, weaknesses and competitive advantages is the key to the
development of effective relationships and the pursuit of responsible
excellence. The challenge is for all parties to put aside their differen-
ces and identify mutually beneficial goals towards which to work as
ateam.

Improving medical staff relations: a hospital’s experience

Victoria General Hospital in Winnipeg has 254 beds and was incorpo-
rated in 1911. It is primarily oriented towards surgery, with an above
average number of specialists for a hospital of its size. The organisa-
tional structure (Figure 8.1) reflects the normal divisions into depart-
ments and medical staff committees. In the past few years, the hospi-
tal has experienced the pressures of cost containment, increased
competition, changing technology and social and public expecta-
tions. In response to these pressures, the board administration and
the medical staff felt the need to work more closely together.
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Figure 8.1
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Present relationships

Victoria General Hospital enjoys good relationships with its profes-
sional staff. It is one of the few institutions where the president and
president-elect of the medical staff are on the board, with voting
privileges. (This decision does not have the support of the provincial
government, although most Canadian provinces have legislation that
requires a minimum of three staff physicians to have a voting place
on the governing board. Our medical staff knew that our decision was
not supported and was appreciative.) The board also invited a third
member of the medical staff to participate on the finance committee;
clinical input is needed to maintain the quality of care while making
the most cost-effective decisions, particularly in the purchase of
major equipment, and commitment to decisions is enhanced by parti-
cipation in making them.

Meaningful medical staff by-laws, rules and regulations are essen-
tial. Boards can create an environment that eliminates ‘we/they’ fric-
tion and allows the medical staff the freedom to exercise collective
professional judgment in matters relating to by-laws, credentials and
quality assurance. At Victoria hospital, the medical staff has freedom
toreview and update its by-laws.

In the past ten years, the hospital has successfully put physicians on
a fee retainer or salary, to the benefit of both doctors and institution.
The hospital, for instance, employs ten medical house officers, who
cover the emergency department for 24 hours a day, seven days a
week. The anaesthetists charge a fee for service for elective surgery
from Monday to Friday and provide 24 hour cover for a sessional fee
for obstetrical intensive care and patient emergencies. Part-time pos-
itions, such as medical director of the intensive care unit and medical
audit chairman, are paid retainers; pathologists are on a salary con-
tract. A full-time paid medical director provides the day-to-day medi-
cal/administrative link.

(In the United States, the percentage of active staff physicians re-
ceiving some form of compensation from the hospital increased from
2.8 per cent in 1972 to 10.8 per cent a decade later. The number of
hospitals which pay their chiefs of staff increased from 4.2 per cent to
7.6 per cent over the same period. In 1981, 15.7 per cent of hospitals
reported having other salaried physicians.)

Improving relationships

In seeking a framework for avoiding, minimising and resolving differ-
ences, the major task was to bring the stakeholders together. We pur-
sued two solutions: the medical/administrative advisory committee

and the question of medical staff composition.
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Medical/administrative advisory committee

This new committee reports to the medical advisory committee. Its
members include six clinical heads (excluding radiology and labora-
tory) and the president of the medical staff; from the administrative
side, it includes the executive director, director of medical services,
associate executive director (patient care services), assistant execu-
tive directors (nursing and finance). The committee’s first 18 months
was revealing and helpful in promoting understanding of different
perspectives within the team. Its multidisciplinary nature has been
well received, even though it is considered a medical staff committee.
It has addressed several major issues.

It has, for instance, researched the concept of a surgicentre model-
led on the US experience. The government has endorsed a two-
year demonstration project to show how, with appropriate com-
munity support, traditional inpatient surgery (such as hernia,
haemorrhoids, vein ligations, plastic and orthopaedic surgery) can
be successfully performed as outpatient operations. The commit-
tee has also been involved in setting up a laser centre which will,
for instance, allow two-thirds of hysterectomies to be performed
on outpatients; the department of surgery has insisted that new
staff learn to use the equipment at their own expense.

The committee has tackled fiscal restraints and related issues.
When Winnipeg’s seven acute hospitals incurred a collective de-
ficit of $23m in 1986/7, the government mandated them to balance
their books for the following year. Our committee was charged
with finding a reallocation of resources that was acceptable to
board, administration and medical staff and its plan to close 15 sur-
gical beds, at a saving of $400,000, was reluctantly endorsed. At
another level, a programme has been designed, with the support
of public health nurses, to reduce further the average obstetrical
length of stay.

The committee is to be involved in long-term planning as well as
short-term issues. For the first time, representatives of the medical
staff are invited, through the medical/administrative advisory
committee, to participate in the weekend retreat to review the hos-
pital’s long range plan. There is an evolution of medical ethics
away from the Hippocratic tradition towards a business model of
professional ethics.

The experience of the committee has been so positive that it is in-
tended to include its terms of reference in the medical staff by-laws.
It will then have equal stature and authority with other medical staff
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Table 8.1 Financial impact for medical staff appointments
Or new programs

. Fullname

. Department

. Specialty/section

. Replacement (for whom)

. Brief justification of the appointment or program

. Inpatient space, equipment and supplies:

Estimated number of inpatient beds required

Estimated number of admissions/year

Average length of stay

Will there be a need for specialised equipment to support the inpatient beds?

Cost:

Initial Maintenance Estimated useful life
Will specialised supplies or drugs be required?

Costs?

Will additional nursing or technical personnel be required?

Will existing personnel require additional training? Where?

Cost?

Estimated number of outpatient visits per year

Will an outpatient clinic be required and who will staff it?

— Will specialised equipment or staff be required for the outpatient clinic?

. Operating Room
Will OR time be required?
inpatient ASU
Estimated number of surgical procedures/year
(a)
(b)
(©)
Will this require additional OR staff or additional training for existing staff?
Where can such staff be trained and what will be the cost?

Estimated number of such patients who will require a ventilator and/or
ICU postoperatively?
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committees. It is important that the rest of the medical staff perceives
that they have the opportunity to influence policy decisions and the
direction of the organisation through this committee.

Medical staff composition

A critical question for the hospital’s governing board/administration
and the medical staff is how to decide which types of practitioners will
be granted privileges. The makeup of medical staff directly affects
professional support ratios, capital equipment and operating require-
ments. Yet direct interference by the administration in changing the
medical staff composition would be perceived by doctors as a threat
to their autonomy.

At Victoria General Hospital, the mix and extension of privileges
is decided by the medical staff. But in recognition of institutional
difficulties, they have placed upper limits on the number of physi-
cians with privileges within given departments and sub-specialties, in
keeping with the hospital’s mission and financial resources. New phy-
sicians are required to complete an economic impact questionnaire
(Table 8.1) and board members granting approval for privileges as
recommended by the medical staff are provided with this informa-
tion. This collaboration has avoided friction and frustration on both
sides.

In most major metropolitan centres, there is a surplus of physicans
and this puts hospitals in a ‘buyer’s market’. Technical competance
in physicians is no longer enough; increasingly they must give evi-
dence of being cost-effective in their provision of care and ‘team
players’ who will help build the organisation. In Winnipeg, physi-
cians are limited to privileges in two hospitals and it is predicted that
in future they are likely to have single hospital appointments, be-
cause of the continued surplus.

Building future relationships

The future of the health care industry is very unpredictable, but we
will continue to be influenced by population shifts, rising costs, great-
er consumer expectations and changes resulting from increased spe-
cialisation and acuity. The industry will also be affected by a shift in
lifestyles, prevention and health promotion. Future relationships be-
tween administrative and medical staff will be dependent on strong
leadership from the organisation’s chief executive officer, clarifica-
tion of authority and strategies to strengthen the relationships.

The CEO has a pivotal role in building a climate of cooperation for
the institution; he or she will listen, mediate, motivate, probe and re-
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spond. In addition, it is important to clarify whether decisions will be
jointly made by the administration and medical staff or individually
by the CEO or medical leaders. Guidelines set up highly visible group
structures for promoting more trusting relationships. A cooperative
approach to problem solving is suggested in Figure 8.2.

The preparation of physicians for management is a major chal-
lenge for them, administrators and the academic community. In
1988, a conference of the Royal College of Physicians and Surgeons
of Canada, to prepare a position paper on the responsibility of
physicians in hospital planning and management, unsurprisingly con-
cluded that while they have a major role, they are inadequately pre-
pared for it. It is now intended that the educational curriculum for
doctors will include the managerial skills training they need. (The
Canadian College of Health Service Executives and the Canadian
Medical Association have offered Physician Management Institutes
across Canada since 1984, and over 600 have attended the three-day
seminar. The programme, which is progressive over four levels, has
been well received.)

We will be considering part-time managerial appointments for
heads of clinical services, in which the individual would give about a
quarter of their time to work with the hospital department head who
complements their particular service. Some form of compensation
would be needed, so it would be important for future medical heads
to be selected on relevant criteria rather than popularity. The overall
advantage of such a relationship would be the further strengthening
of ties below the level of the board and administration.

Finally, provincial governments have been making concerted ef-
forts to reduce the number of hospital beds per thousand population.
The ratio has fallen over some 20 years from seven or eight to three
or four beds per thousand, and as the population ages and the acuity
level of patients has risen significantly, pressures are increasing on an
already scarce resource.

Both the hospital and the physicians want to use these beds appro-
priately. Our medical/administrative advisory committee will review
mechanisms to monitor admission and discharge practices, with the
assistance of the hospital’s computerised system which is linked to the
government’s computer. The monitoring and review of statistics
would serve educational purposes and function on the same basis as
the medical audit peer reviews. These rather sensitive areas could not
be studied if there were rifts in relationships and a lack of trust.




Figure 8.2

Governing board Neither may solely Medical staff
makes ultimate decision make ultimate decision makes ultimate decision

No duty Informal Formal Formal Formal Informal No duty
to consult consultation consultation consultation consultation consultation to consult

Singular Consultative Shared Joint Shared Consultative Singular

Source: AHA/AMA Joint Task Force on Hospital/Medical Staff Relationships, February 1985.
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Conclusion

We are often told that problems represent opportunities in disguise.
The outcome to future challenges will be growth or erosion, depend-
ing on the response of the health care providers. With an optimistic
willingness to accept changes in medical models and health care de-
livery systems, the integrity of the medical profession and hospital
services will be maintained.
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In any ‘agreement’ we assume that there is a balance of power between the
two parties involved. Another way of putting it, in this context, is that there
is a tension between the party responsible for guiding the system and the
party responsible for delivering the service. The case study offered by John
Morris follows the introduction of health agreements as the focal point of
tension between the Department of Health in Victoria and the local hospital
services. He addresses eloquently the differing expectations of the central
bureaucracy and the local deliverers of service, and the disappointment
when neither side’s expectations were fulfilled. Neither party would agree
that there was a balance of power between them: there was considerable
conflict over whether the agreement was intended as a threat and punish-
ment or as a framework for collaboration in the use of limited resources.
Morris also mentions the ‘felling of trees’: one hospital claimed that its first
agreement went through 15 drafts and grew to 87 pages. Was it all really nec-
essary?

As with the New Zealand experience, there are many lessons here for all
health care systems. I have plotted his study on the efficiency and economy
dimension, but have also concluded that there was an attempt to consider
each of the four building blocks, including assessment of need and impact
of the intervention. What does the reader predict will occur in managing for
health result?




HOSPITAL AGREEMENTS IN VICTORIA

John Morris

Any government or central bureaucracy attempting to manage local
services or individual institutions has a major problem of ensuring
that their managers operate within a common policy and as part of a
network providing a chosen pattern of service to particular popula-
tions.

At the institutional level, the resources provided have usually been
seen as unrelated to the expectations of both government and users
of services. The response has been to avoid many management deci-
sions, demanding that these be made at central agency or govern-
ment levels, and to withdraw into concern solely for the particular in-
stitution rather than working as part of a network.

The political and bureaucratic response has often been to resort to
direct central management which reduces local capacity to respond to
local needs and to tailor services to available resources.

In Victoria, the Minister for Health has supported an attempt to
overcome these twin problems through a ‘hospital agreements’ pro-
gramme. This involves essentially the negotiation of a formal agree-
ment between the government and each provider agency, specifying
a mutually-agreed outcome. This paper describes the background to
the introduction of these agreements, the difficulties in starting the
programme and some initial views on its efficacy.

Victoria is the smallest of the mainland Australian states, with a
land area about equal to that of Great Britain, but with the second
highest state population (4.2 million, close to 3 million of whom live
in Melbourne and its environs). There are 160 public (government-
funded) hospitals: 16 are specialist teaching hospitals; 28 are major
metropolitan and country based hospitals; and about 100 are small
rural hospitals, all with fewer than 80 beds and some as few as 8.
Some 120 private hospitals account for approximately 25 per cent of
beds in the state. Victoria has 5.0 beds per 1,000 population, the low-
est ratio in the country, whose national average is 5.4 per 1,000. The
distribution of beds in Victoria is as low as one per 1,000 in some
outer metropolitan areas, and as high as 10 per 1,000 in some rural
areas.

Public hospitals in Victoria are incorporated as separate legal en-
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tities under the hospital and charities legislation. The governing body
is a board of management. Until 1980 this board was elected by ‘the
contributors’ — anyone who donated monies in the previous year.
Since then, the board has been appointed by Governor in Council
(that is, the Minister of Health). All staff in public hospitals, includ-
ing the chief executive officers, are employees of the hospital board.

Background to change
The central authority

When the agreement process was begun, the central authority was
the Health Commission of Victoria. While in theory independent, it
in fact operated as a government department, ‘according to the direc-
tions of the Minister’. In 1985, the Commission was abolished and the
Health Departmentin Victoria (HDV) created, ostensibly to provide
‘greater accountability to the Minister, more streamlined decision-
making, and a more responsive and flexible structure’. In practice,
the major changes were in personnel and in the title of the depart-
ment head, from Chairman to Chief General Manager.

Politics

Victoria was governed by a succession of conservative (Liberal/
National Party) governments for 30 years before Labour gained
office in 1982. The new Minister for Health, who had held the shadow
portfolio for seven years, with a high media profile, began restructur-
ing the Health Commission with the introduction of a regional struc-
ture and the appointment of regional directors, half of whom were
drawn from the hospital field. He established a review of all capital
works and put a hold on all works until its completion. He threatened
to remove boards or chief executives who operated at a deficit and
announced his intention to redress the distribution of beds across the
state through closure, relocation or conversion to nursing homes. He
also stopped the custom of adopting the recommendation of boards
when filling board vacancies, and required public advertisement of
vacant positions.

Industrial relations

The Health Commission had recommended that it take over the in-
dustrial role of the Victorian Hospitals Industrial Council, an arm of
the state hospital association, VHA. This recommendation arose
from the government’s concern at a number of costly awards agreed
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by the Council. A number of health unions were also dissatisfied with
dealing with a body which represented hospitals but had no real
authority over resources. o

The Labour government took central control of all industtial rela-
tions in the hospital field. It also established a forum for health uniions
to relate directly to the Department of Industrial Relations and the
Health Committee. It agreed to union demands for a 38-hour week
for hospital employees, with a productivity agreement to offset the
cost. There was vocal opposition and local dispute over staffing levels
when hospitals were instructed to implement the 38-hour week with-
out any financial compensation. At management level, the new in-
dustrial procedures led to widespread dissatisfaction, as hospitals
perceived (often correctly) that unions could seek redress of fairly
minor issues directly with the Department, bypassing local manage-
ment.

Finances

Until 1983, Victoria’s public hospitals were relatively protected from
the major cost-cutting exercises of the other states. The smaller
number of beds in Victoria meant that the pressure for closure had
been less. With a higher proportion of private beds and a high rate
of insurance in the community, there was also less pressure on the
publicsystem.

No-growth policies had, however, been in force for several years,
and many costs — like the 38-hour week — had been absorbed without
compensation. Hospitals had steadily reduced whatever financial
slack there was.

In 1984, the first real reduction in hospital budgets was imposed.
The Minister personally announced a one and a half per cent reduc-
tion to a meeting of all chief executive officers and board presidents,
acknowledging that hospitals could not sustain the cut without reduc-
tions in services. The Health Commission advised the Minister that
unless it decided centrally where cuts should be made, hospitals
would seek to cut the most politically sensitive services. But the

Minister agreed to allow hospitals to decide where the cuts should
fall.

Community involvement

An important part of the government’s health policy was the promo-
tion of greater community involvement in decisions affecting health
services. This was in part the justification for the Minister’s insistence
on the advertising of board vacancies (although he also believed that
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the boards were dominated by appointees who would not support the
new government’s policies). The introduction of regional administra-
tion for the Health Commission was also presented as an attempt to
increase community involvement. So was the introduction of district
health councils — advisory bodies drawn from the community and
guaranteed access to department officers, plans and budgets. This
last was generally greeted by the hospital system as at best a waste of
resources and at worst as a threat to the autonomy of the major in-
stitutions.

Conflict

To the Minister and Health Commission, all these changes were
aimed at ensuring that the government’s policies and priorities for
health services were reflected in the operation of the hospitals. In the
hospitals’ view, the changes in hospital boards were seen as political
interference, the introduction of district health councils as usurping
their role. The financial cuts seemed to destroy the hospitals’ ability
to act on their perception of community needs and the centralisation
of industrial relations seemed a direct attack on local autonomy. The
government’s attempts at closure or relocation of hospital beds also
generated enormous opposition.

Many hospitals publicly attacked the government over shortage of
resources, or applied pressure for more by limiting politically-sensi-
tive services such as open-heart surgery. Waiting lists were made a
public issue, initially by some medical staff. Government attempts to
defuse growing public concern by injecting resources for specific ser-
vices were largely negated by a major industrial dispute with the
nurses. This meant a rapid rise in waiting lists while the central im-
position of a settlement worsened already poor hospital bureaucracy
relationships.

Most hospital managements felt that their problems were entirely
the result of central actions and some defended their use of political
pressure, arguing their responsibility to their patients and the com-
munity. The government and central authority believed that hospi-
tals, as government-funded agencies, had little right to use political
pressure and so argued for greater restrictions on managements.

By the end of 1984, the media and opposition parties described the
situation as a ‘hospital crisis’ and few in the hospital field disagreed.
Hospital services were a major election issue in 1985. When Labour
was returned, the Premier replaced the former Minister for Health
with the Hon David White, who had a ministerial reputation for firm
management and ability to solve major problems.

Mr White announced his intention to establish a Department of
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Health, to publish accurate statistics on hospital waiting lists and to
demand clear statements of goals and objectives from both the De-
partment and the health agencies. He emphasised his desire to make
the Health Commission and the public hospital system much more
accountable to both Parliament and the public. Hospitals were at-
tracted by the Minister’s assurance that he wanted to work closely
with them rather than impose on them, and supported his initiatives.
Substantial resources were made available for the strategies to re-
duce waiting lists.

But new rounds of industrial disputes meant that waiting lists con-
tinued to rise. Shortage of nurses caused an even greater reduction
in service levels and by late 1985 it was clear that the major problems
were not being resolved. Pressure from some hospitals for substan-
tially increased resources was again growing and many were running
quite large deficits. Opposition to bed rationalisation was re-emerg-
ing.

The inevitable response of the Department and the Minister was
greater control over hospital expenditure. Many members of the
cabinet called for tougher controls on hospital managements.

It was in this atmosphere that the Minister discussed with the re-
gional directors the relationship between central government and
service-providing institutions. It was suggested that the relationship
should be that of buyer and seller: the Department should, on behalf
of the community, determine what and how much to buy, and at what
price, and negotiate to fill these orders with the provider. The Minis-
ter accepted this suggestion and two days later announced that he
would be establishing hospital contracts specifying the type and price
of services to be provided. He described the health department’s new
role as one of ‘strategist, leader and banker’ to the health system.

The Minister committed the Department to producing the first
Victoria health plan within six months; to contracts designed to en-
sure that the Department provided leadership and the agencies value
for money; for a campaign to increase public understanding of the
health system; and to a new organisational structure that gave the
health regions considerable responsibility and authority. This was en-
thusiastically accepted by many hospital managers. Some suggested
that a true legal contract could not be achieved within the present leg-

islative framework. So the ‘hospital agreements’ programme was
born.

Managing for health result: hospital agreements

The Minister’s stated objective was to gain a mechanism relating the
services provided by each agency to the government’s overall health
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plan; to relate resources to an agreed range of service; and thereafter
to leave local management free within the framework. He quickly es-
tablished a departmental committee to develop proposals for hospi-
tal agreements and appointed a project manager. In an early report,
the committee described the programme as follows:

‘Broad Approach

Health Service Agreements represent a fundamental change in the
management relationship between Government and providers of
health services. The program is built around a basic philosophy of
delegating greater responsibility to individual health institutions
and at the same time increasing their accountability for delivering
agreed services and achieving agreed objectives.

The approach is based on annually negotiated agreements be-
tween health service providers and the Health Department. These
agreements specify objectives, goals and performance indicators
and resources and include an acceptance of the need to sub-
sequently report on what is actually achieved in comparison to the
agreed objectives and goals.

Perhaps more important and more pervasive is a change in man-
agement culture to focus quite specifically on participation and
output and performance measurement and reporting in relation to
agreed objectives. We are encouraging the adoption of this ap-
proach right through to the clinical level and the parallel delega-
tion of day-to-day management responsibility to specific units.
Thus, the focus is clearly directed to a style of management that is
based on negotiation on what services will be delivered and what
processes will be set in place and then providing maximum flexibil-
ity and responsibility in day-to-day management with an under-
standing that each group or body will report on what is achieved
as compared to predetermined goals using agreed performance in-
dicators.

Key Aspects
The program is about:

(i) specifying health care and organisational objectives in terms
of desired outputs or outcomes;

(i) determining appropriate indicators that can be used to moni-
tor performance against the agreed objectives and establish-

ing goals and targets for a budget year;

(iii) increasing delegation to operational units for Qay-to-day
management of resources to achieve agreed objectives; and
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(iv) reporting performance.’
The committee also identified the following key requirements:

An understanding of relevant government policy on:
health care;

industrial relations;

management of public bodies.

Anaccepted statement of state and regional health plans.

An accepted framework for describing what health service provid-
ers offer.

A knowledge of community expectations and attitudes about
health policies and services.

An appropriate format for negotation and reporting plans, goals
and targets.

Training to develop commitment and skills in objective setting,
performance measurement and reporting.

Identification and, where possible, removal of administrative con-
straints on day-to-day management decision-making.

Pilot programme

The first intention was to pilot one hospital for each of the eight re-
gions, but circumstances restricted this to two metropolitan and two
country hospitals. Preparation for the pilot agreements, to run for
one year, focused on the development of a standard format; a search
for measurable components; training of hospital staff in objective set-
ting performance measurement and reporting; and a survey of com-
munity aspirations. A commercial organisation was contracted to do
the last and a firm of management consultants to provide training
workshops. While the regional directors had some concern to deve-
lop regional plans against which proposed agreements could be asses-
sed, the amount of effort put into these plans was by comparison
small, with negligible resources.

The Victorian Hospitals Association followed the process with
some scepticism, and increasingly represented the interests of the
four pilot hospitals, seeking significant incentives for them through
the removal of constraints on day-to-day operation and increased
budgets and/or flexibility. Conscious of the need to keep the support
of the pilot hospitals and the VHA, the Minister instructed the De-
partment to seek real incentives. He was also conscious of his prom-
ise that the agreements would be in place at the start of the financial
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year, which allowed only two months (later extended to four) for the
hospitals and Department to undertake an intensive educational pro-
gramme, develop their goals and statistical framework and negotiate
the agreement.

The major issues that concerned the pilot hospitals and the VHA
were around autonomy. They had to do with the controls the Depart-
ment should have over new developments, staffing and recurrent ex-
penditure, and the performance information it would require, as well
as the sanctions or rewards which should be built in. The VHA and
pilot hospitals argued that the Department should remove all con-
trols other than those specifically covered by the agreement. This was
often in conflict with the sections of the Department — like the build-
ings’ division — which had responsibility for overseeing particular ac-
tivities. Treasury regulations and internal departmental delegations
of authority further complicated the matter.

Despite protracted and often tedious negotiations, a form of agree-
ment was prepared. In essence, it described the work of the hospital
in terms of patient services, organisation development and manage-
ment activities, resources, and proposals for capital development,
and sought a description of the goals, performance indicators and
targets in each of these areas. This part of the agreement was de-
veloped in the four hospitals through extensive consultation with
staff. The lack of regional plans and detailed information on which to
base statistical output measures restricted the targets and perfor-
mance measures which could be used, and simple measures, such as
numbers of patients treated in particular categories, were adopted.
People in the pilot hospitals most often felt that this process would
have been valuable and helpful even if no agreement had resulted,
especially when it involved key members of staff and board members
in collective goal and objective setting. It created the opportunity to
extend the concept of defined authority and accountability, and so
made the decentralisation of decision-making easier.

The major problem in developing the four pilot agreements was
over budgets. Two particular aspects caused concern: the inability of
the Health Department to finalise grant allocation until some months
after the start of the agreement, and the lack of any agreed mech-
anisms for costing variations from the agreed output. The hospitals
argued that the unpredictability of their workload and the effects of
industrial situations outside their control made evaluation of perfor-
mance difficult and complicated. They expressed considerable ap-
prehension about how variations in agreed performance would be
treated and tried to set only targets which could be clearly and easily

met.
As the total budget for the pilot programme was less than 10 per
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cent of the overall hospital budget, it proved possible to agree
budgets for the pilot hospitals before the Department’s allocation
was known, as the budget for the rest of the field could be varied ad-
justed to cover any shortfall. While this helped to meet the objectives
of the four hospitals and the timetable laid down by the Minister, it
is still not clear how the problem will be resolved when most of the
hospitalsin Victoria are included in the process.

During the pilot agreement phase, the Health Department also
negotiated to establish budget agreements with some 30 other hospi-
tals. It decided to insist that they agreed to a gross budget figure, a
revenue budget and associated gross throughput figures, bed days
and outpatient attendances, for the financial year. Although not re-
lated to the hospital agreements programme, the imposition of these
‘agreements’ while the broader programme was still being piloted
created considerable opposition. Hospitals felt the imposed per-
formance measures and budgets were unrealistic, and there
was increased scepticism about the fairness of the Department’s
negotiating.

Review and expansion

The Minister agreed to hospital demands for greater consultation and

established a Hospital Agreements Consultative Committee, com-
prising Department officers and representatives of the VHA, hospi-
tal boards, CEOs and the health unions. To allow the government to
extend the agreements programme, the review on which the VHA
and hospitals had insisted was brought forward and limited to pro-
cess, with a promise of a later review of the outcomes of the pilot
agreements.

In the first review, made only six months after the pilot agreements
had been signed, Mr Len Swindon, previous CEO of the Royal Mel-
bourne Hospital and one of the state’s most respected health admin-
istrators, argued strongly in support of the principles underlying the
programme and for an extension of a modified programme. He stres-
sed the need for the project to be seen as generating attitude change
and trust, rather than different control mechanisms. His major criti-
cisms related to the inadequacy of the Department’s planning process
and the difficulty of framing objectives without regional or state stra-
tegic plans; the inadequate time allowed for preparing agreements;
the need for widespread education about the programme in the pub-
lic hospitals; the need for improvements in the budget process; and
the need for simplification of the ‘model’ agreements and appropriate
performance and output measures, with delegation to regional direc-
tors to negotiate all aspects of the agreements.
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The review of outcomes, undertaken in early 1988 by Murray
Clarke, another retired senior hospital administrator, concluded that
the objective of implementing an output and performance-oriented
approach to management had been substantially achieved in the four
pilot hospitals. Most hospitals saw agreements as a positive manage-
ment tool and there was no suggestion of a preferred alternative. The
hospital agreements were an opportunity for hospitals to define their
future activities, gain autonomy and accept greater accountability.

Clarke thought that simplified contracts, early budget decisions,
clarified roles for regional offices and rewards for above-average per-
formance would encourage the field to grasp these opportunities. He
also recommended that agreements should be drawn up in two parts:
the first covering background, demography, longer-term goals and
strategy; the second the actual agreement, with its content limited to
service targets, projects and budgets for the year. This would simplify
renegotiations.

In 1987/8 the Department, on the basis of Swindon’s report and
general agreement that the pilot programme had been a success, ex-
panded the programme to cover 30 hospitals, 12 community health
centres, five psychiatric centres and three voluntary agencies. The
programme was renamed the Health Services Agreement Pro-
gramme.

There was a substantial revision of the agreement format with a
‘strategic focus’ through greater emphasis on narrative reports of
strategy, environment and the five and ten year hospital plans. Only
a third of the document’s 90 pages were given to operational goals for
the agreement year. Regional officers found it difficult to manage de-
tailed negotiations with a greatly increased number of institutions; all
agreements had also to be referred back to the senior management
of the Department, which considerably protracted the process.

The VHA meanwhile tried to negotiate an improved set of stan-
dard clauses with the Department, but this broke down leaving hospi-
tals to negotiate their own ‘non-standard’ clauses. ‘

The government imposed an operating budget cut of approaching
one per cent and in many cases the Health Department was unable
to agree on reasonable patient throughput levels. The Department of
Management and Budget also imposed unrealistic revenue targets on
the Health Department and, in turn, on the hospitals. Many agree-
ments remained unsigned by November and most hospitals regarded
the process of negotiating them in that year as, at least, quite unsatis-
factory.
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Early benefits

Nevertheless, there have been a number of desirable results from the
attempt to develop health agreements. There has been animpetus for
the development of state plans. Much effort has been put into de-
veloping a description of each hospital and its proposed future and
the state and regional plans based on expected needs for services
have been related to these descriptions.

Hospitals involved in the process have found that developing their
objectives, goals, targets and suitable performance indicators has re-
quired real consultation with hospital staff, and that the commitment
of staff and the ability of management to control activity within the
overall budget have been substantially enhanced.

The pilot agreements were limited to simple specifications of ob-
jectives, goals and targets. In several hospitals, the need to develop
these descriptions has led to improved internal information, with a
general acceptance of the need for more valid measures of both out-
putand outcome.

Two major pilot programmes of full absorption clinical costing
have been set up. Several hospitals have used the agreement goals,
targets and measures as the basis for regular reports to the board of
management and for the hospital annual report.

Early problems

Despite the benefits, very real problems remain.

It is extremely difficult to describe goals in measurable terms, par-
ticularly where outcomes of service delivery are desired. The work
needed to negotiate a detailed agreement is considerable; one hospi-
tal claims its 1987/8 agreement went through 15 drafts and grew to 87
pages.

There has been the problem of finding agreement between a hospi-
tal and the Health Department where elements are imposed by a
third party and demonstrably unachieveable — for example, the De-
partment of Management and Budget’s revenue targets. This has
seriously prejudiced the field’s acceptance of agreements.

Some hospitals and some department officers have approached the
process with unreasonable expectations. Hospitals have believed
that they should be able to negotiate increased budgets, while the De-
partment thought it could get agreement to increased outputs with
the same or fewer resources. These expectations were disappointed.
In some cases, the Department has sought to use details of the agree-
ment to compare hospitals and penalise those seen as less efficient.
Although agreement negotiation can provide a more rational basis
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for the redistribution of the available cake, neither Department nor
hospitals seem yet to use itin that way.

Lastly, it has become apparent that many hospital managements
have inadequate experience or ability in negotiating. For too long
they have been presented with fixed budgets and instructions about
performance. For many, achieving a result acceptable to both hospi-
tal and Department through discussion has proved most difficult.

The future

Despite quite considerable dissatisfaction with, and scepticism
about, the 1987/88 agreements, the government determined that the
programme should cover 30 more hospitals and other institutions in
1988/9. Assurances were given of a simpler format, more delegated
authority for the negotiating officers and further freedoms from gov-
ernment regulation for hospitals. Murray Clarke’s suggestion of a
two-part agreement, with only a small part renegotiated each year,
was adopted.

Perhaps the best description of the present view is dissatisfaction
mixed with guarded optimism. The chief executive officer of the first
teaching hospital to sign an agreement and due to negotiate his third,
for instance, remained committed to the process. Firstly, he said, it
embodied sound management principles, to which few hospitals had
an adequate commitment in the past. Secondly, the increased ac-
countability inherent in the system was being steadily revealed.
There was the opportunity to establish a rational framework for
decision-making and to end the piecemeal and creeping centralisa-
tion of authority. And, finally, the relationship between central
authority and the hospitals in Victoria had been so bad that any new
arrangements were worth trying.

However, it made no sense to speak of agreements when unattain-
able budgets were imposed by a third party. It was important that the
government was aware that health service agreements were aimed at
reforming a substantial slice of the public sector. ‘Health Service
Agreements are the most constructive and potentially far-reaching
proposition that has been developed — at least in my 15 years experi-
ence of the business — for the planning, funding, organising and con-
trolling the health care system.’
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‘We can do anything we want. We take all the risks — financially and to our

reputation. What should we do?’ ]

Scott Parker’s case study of health care in the rural United States illus-
trated, among other things, the tension within an organisation which is dri-
ven by the ‘free market’ economy and, at the same time, considers itself to
have a moral responsibility to its users. This tension was exacerbated by the
apparent fact that the organisation holds a monopoly in the delivery of
health care to this population: if Intermountain Health Care Incorporated
did not provide it, there was no other organisation in the immediate area
which could. )

Athough Intermountain Health Care has not experienced an acute finan-
cial crisis, it does believe in efficiency and effectiveness 1n ordqr to keep its
resources working well for people. There are many.parallels with the state-
regulated health care systems in the search to provide a service that meets
the health needs of all people. _

I plotted this tension by locating the case study on the matrix along two
dimensions of quality: equity and efficiency and economy. Interestingly, I
did not feel able to complete the ‘assess impact’ box’ on either dimension.
What impact does the reader predict for rural people?
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HEALTH CARE FOR RURAL COMMUNITIES
IN THE INTERMOUNTAIN REGION
OF THE UNITED STATES

Scott S Parker

Intermountain Health Care Incorporated (IHC) is a not-for-profit
organisation in the region of the United States which includes the
three western states of Utah, Idaho and Wyoming. It makes available
a continuum of care ranging from acute inpatient hospital care to out-
patient and home care services. The intermountain region has a large
number of rural communities, and this case study will concentrate on
IHC’s development and management of rural health care.

Intermountain Health Care was formed in 1975, when leaders of
the Church of Jesus Christ of Latter-day Saints (Mormon) appointed
an independent board of trustees and turned over to it all the proper-
ties, assets and liabilities of its 15 hospitals. This new board then or-
ganised THC, a not-for-profit corporation without church ties, to own
and operate the hospitals.

ITHC now operates 24 hospitals with 2,930 beds, including a psychi-
atric hospital. In addition, it offers services through 30 rural and
urban primary care and specialist clinics, 12 home-health agencies,
ten women’s centres, and psychiatric and behavioural health units at
ten of its hospitals. It has ten blood donor centres, nine urgent care
centres, nine pharmacies, seven clinics for the medically needy, three
outpatient surgical centres, three dialysis centres, two occupational
health centres, inpatient and outpatient rehabilitation programmes,
a medical equipment and supply division and a partridge in a pear
tree.

THC has more than 14,000 full-time and part-time employees, with
about 2,200 physicians and 2,500 volunteers who each year donate
over 400,000 hours of service. It operates its own health insurance
scheme, in which over 100,000 people are enrolled.

Intermountain Health Care’s activities are guided by its mission
and philosophical commitments.

‘IHC’s mission

Excellence in the provision of health care services to communities
in the intermountain region.
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IHC’s underlying philosophical commitments

Excellent service to our patients, customers and physicians is our
most important consideration.

We will provide our services with integrity. Our actions will en-
hance our reputation and reflect the trust placed in us by those we
serve.

Our employees are our most important resource. We will attract
exceptional individuals at all levels of the organization and provide
fair compensation and opportunities for personal and professional
growth. We will recognize and reward employees who achieve ex-
cellence in their work.

We are committed to serving diverse needs of the young and old,
the rich and poor, and those living in urban and rural communities.

We will reflect the caring and noble nature of our mission in all
that we do. Our services must be high quality, cost-effective and
accessible, achieving a balance between community needs and
available resources.

It is our intent to be a model health care system. We will strive
to be a national leader in not-for-profit health care delivery.

We will maintain the financial strength necessary to fulfill our
mission.’

ITHCis committed to providing care in the sparsely populated, remote
areas of rural Utah, southeastern Idaho and southwestern Wyoming,
where it is often the sole provider of care. It recognises the special
needs of rural people and is dedicated to making available high-qual-
ity, cost-effective and accessible services.

Background to change: rural health care in the United States

In the United States, 46 per cent of all hospitals and 23 per cent of
hospital beds are in rural communities. The nation’s 2,600 rural hos-
pitals, with 217,000 beds, serve 95 million people, or over 40 per cent
of the national population. About 350 of these rural hospitals (13 per
cent) are their communities’ sole providers of care. .
Rural hospitals are generally defined as those serving an area with
fewer than 2,500 residents or a community which is outside the na-
tion’s 261 metropolitan areas. Every region of the country except the
District Of Columbia, New Jersey and Rhode Island has a share of
these hospitals. In ten states (Alaska, Idaho, Kansas, Mississipi,
Montana, Nebraska, North Dakota, South Dakota, Vermont and
Wyoming) about 90 per cent of the hospitals are classified as rqral. In
Utah, 40 per cent of hospitals and 16 per cent of beds are considered
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rural. Rural hospitals in the remaining states vary between five per
cent and 80 per cent of the total.

Trends in rural hospitals

Most rural hospitals are operated as not-for-profit organisations and
a quarter are owned, leased or managed by a hospital system. A third
of them reported operating deficits of more than six per cent in 1986,
and a half of more than 1.5 per cent the following year. In 1986, 68
community hospitals closed in the United States; for the first time
since 1981, this included more rural than urban ones (37 and 31). In
1987, half the 80 hospitals which closed were in rural areas, a pattern
that was almost identical in 1988. Over 500 more rural hospitals are
scheduled to close by 1995.

Because of the financial burdens of providing rural health care,
several hospital management companies have also recently decided
to discontinue or change their focus. Westworld Community Heath-
care for instance, a major for-profit chaip which has served rural
communities in 14 states, sold 23 ot its 40 rural hospitals in 1987 and
then filed for bankruptcy. Hospital Corporation of America, the na-
tion’s largest system, has been converting its rural hospitals into out-
patient and emergency centres. This trend puts an additional strain
on rural communities and on their remaining health care providers.

Most rural hospital losses are related to utilisation and financial
challenges. There is excess capacity due to a national shift to outpa-
tient services; an increasing number of people prefer to travel to the
city for health care because they think the quality higher there; aver-
age occupancy rates are only 55 per cent in rural hospitals compared
to 68 per cent in urban ones. On the financial side, there is a growing
number of unpaid bills, decreasing reimbursement from Medicare,
increasing costs and constrained resources and depression in rural
economies which means less community support for the hospital.

Analysts note that trends in rural health may be due not so much
to the rural environment as to nationwide changes in the health care
industry and the economy. But most agree that unfavourable pat-
terns are intensified in rural areas. Rural hospitals also feel increasing
pressure to provide free care for poor people and to offer a range of
services that may be more efficiently provided at larger facilities.

The increasing hardships of rural hospitals have attracted much at-
tention from the United States Congress and various rural health co-
alitions representing the hospitals. Smaller ones are beginning to
consolidate their operations and to find ways to join with other rural
hospitals or larger urban ones in order to survive.
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Barriers to rural health care
Several barriers are common across the United States:

Environment: isolated communities often have geographical bar-
riers which affect timely transport to, and communications with,
healthresources.

Income: a higher percentage of rural than urban residents live
below the federal poverty level; fewer resources are available for
health care.

Unemployment: high unemployment rates and a high percentage
of jobs in agriculture and small businesses that are seasonal or do
not offer private health insurance mean that rural workers have in-
adequate cover.

Age: rural communities have a growing proportion of the coun-
try’s elderly population, who often have multiple, chronic health
problems but limited finances and access to care; retirement com-
munities for elderly people are typically located in rural areas.

Health education: rural residents often lack up-to-date informa-
tion on preventive health, because few health educators wish to
work in rural aréas.

Hospital resources: rural hospitals find it hard to attract and retain
physicians, especially specialists, and other professionals. The
hospitals also lack the funds to purchase and upgrade equipment
and facilities.

Because of these and other barriers, rural health needs often go
unmet. The concentration of older people who need costly care and
poor people who cannot pay their bills exacerbates the problem of in-
sufficient resources.

IHC’s rural health care

About 58 per cent of ITHC’s hospitals and a quarter of its beds are in
rural areas in Utah, Idaho and Wyoming. It operates 14 rural hospi-
tals, with 689 beds and 25 hospital-sponsored rural primary care
clinics, for a combined population of 385,000 people. Eight of these
hospitals are their county’s sole provider and 11 have fewer than 70
beds. Although rural hospitals provide valuable patient referrals to
other THC facilities, a significant number of rural patients are lost to
non-THC hospitals. o
Most of THC’s rural hospitals are typical of such places nationwide.
Profit margins have been steadily declining and occupancy rates have
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Table 10.1 Utilisation and financial history: total IHC small rural hospitals

Total Total Average Gross Average
beds patient occupancy revenue profit
days rate margin
% $ %
42,661 49.7 26,044,121 1.9
38,795 47.7 27,488,975 (2.8)
33,975 45.3 28,093,724 (4.4)
32,600 38.7 36,434,710 (5.1)
32,231 25.0 38,893,780 (6.0)
31,200 23.2 45,226,801 (7.6)

been falling faster than in IHC’s non-rural hospitals. Rural hospital
losses are increasing, with an aggregate loss of $3.4m in 1988 and a
projected loss of a further million or more (aggregate). (See Tables
10.1 and 10.2 and, for comparison with IHC’s non-rural hospitals,
Table 10.3.) IHC’s response to this is to convert empty acute beds in
hospitals with fewer than 50 beds for long-term care needs. This
allows the hospitals to use their existing resources while meeting a va-

riety of community needs.

IHC has also developed alternatives to hospital care in its rural
communities; where appropriate, patients receive follow-up treat-
ment at home rather than in costly hospital settings. Since 1983, IHC
has participated in a rural health long-term care programme, origi-
nally grant-funded, in which service coordinators in seven IHC hospi-
tals in Utah assess the needs of about 200 patients in their com-
munities, arrange for services — whether skilled nursing or housework
—and monitor their care. This programme, designed to enable many
of Utah’s rural elderly people to remain at home, has been effective
indelaying or eliminating their need for costly nursing home care.

THC extends its continuing medical education programmes to rural
physicians and other health workers through a satellite system at all
its hospitals. At five rural hospitals in Utah, more than a dozen IHC
physicians are salaried employees, with the objective of retaining
them in the rural communities and providing them with a secure in-
come, as well as covering their malpractice insurance. Paying physi-
cians’ salaries is a recent departure for IHC’s rural hospitals and phy-
sicians have responded well in one pilot setting.

In 1987, IHC worked closely with the Utah State Health Depart-
ment and the Utah Hospital Association on a study of the plight of
small rural hospitals. The taskforce recommended to the legislature
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Table 10.2 Combined income statements: total ITHC small rural hospitals

Daily hospital service
Inpatient ancillary
Outpatient ancillary
Long-term care

Gross revenue
Deductions

Net patient revenue
Other operating revenue

Total operating revenue

Salaries and wages
Employee benefits
Medical professional fees

Non-medical professional fees

Medical surgical supplies

Non-medical/surgical supplies

Purchased utilities

Other purchased services
Other expenses
Transfers

Subtotal expenses
Contribution

Interest expense

Depreciation and amortization

Corporate charge
Subtotal
Total expenses

Netincome

1983
$

7,569,507
11,364,673
5,964,867
1,145,074

26,044,121

1984
3

7,494,163
11,896,211
7,079,711
1,018,890

27,488,975

1985
3

7,101,367
11,538,582
8,362,893
1,090,882

28,093,724

3,417,044
22,627,077
361,202
22,988,279

10,496,092
2,042,216
1,661,737

530,257
2,365,997
1,135,546

816,464
1,272,714

506,167

97,282

20,924,472
2,063,807

42,693
716,762
815,052

1,574,507
22,498,979

3,721,804
23,767,171
502,649
24,269,820

10,881,766
2,470,927
2,063,651

430,007
2,520,376
1,233,292

907,481
1,279,131

668,343

273,079

22,728,053
1,541,767

333,737
1,014,953
976,118

2,324 808
25,052,861

2,997,682
25,096,042
805,397
25,901,439

11,339,437
2,652,166
1,990,915

451,985
2,605,636
1,237,285

986,082
1,367,340

777,301

624,689

24,032,836
1,868,603

497,653
1,472,358
1,125,584

3,095,595
27,128,431

1986
3

8,007,163
14,941,659
12,219,526

1,266,362

36,434,710

1987
3

7,893,690
15,542,885
13,974,024

1,483,181

38,893,780

1988
$

8,700,421
17,889,944
17,069,599

1,566,837

45,226,801

4,857,300
31,577,410
1,304,859
32,882,269

14,227,902
3,124,276
3,038,897

290,532
3,016,089
1,413,136
1,164,755
1,560,405

871,516
1,162,935

29,870,443
3,011,826

1,511,750
2,033,806
1,330,620

4,876,176
34,746,619

5,016,608
33,877,172
1,316,785
35,193,957

15,832,993
3,521,336
3,250,427

331,487
3,156,438
1,497,970
1,196,192
1,552,376

944,989
1,341,398

32.625.606
1,251,566

1,577,650
2,112,671
1,224 839

4,915,160
37,540,766

7,963,315
37,263,486
1,478,144
38,741,630

17,874,616
3,890,266
3,622,397

256,067
3,544,005
1,052,721
1,236,337
1,700,526
1,176,414
2,509,721

36,863,070
400,416

1,610,708
2,369,807
1,338,412

5,318,927
42,181,997
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489,300 (783,041) (1,226,992) ( 1.864.350) (2,346,809) ( 3,440,367)
Earnings before interest and taxes 531,993 ( 449.304) ( 729,339) ( 352,600) ( 769,158) ( 1,829,659)
Average profit margin 1.9% (2.8%) (4.4%) (5.1%) (6.0%) (1.6%)




Table 10.3 Combined income statements: totalTHC:non-rural hospitals

Daily hospital service
Inpatient ancillary
Outpatient ancillary
Other revenue

Gross revenue
Deductions

Net patient revenue
Other operating revenue

Total operating revenue

Salaries and wages

Employee benefits

Medical professional fees
Non-medical professional fees
Medical/surgical supplies
Non-medical/surgical supplies
"Purchased utilities

Other purchased services
-Other expenses

Transfers

‘Subtotatexpenses
Contribution

‘Interest expense
Depreciation-and.-amortization

Total expenses
‘Netincome

Average prgfitmargin

1983
3

121,012,558
158,081,486
47,327,052
4,635,660

331,056,756

1984
$

127,126,001
168,523,810
60,332,013
7,785,472

363,767,296

1985
$

137,095,201
190,246,890
75,816,271
6,324,363

409,482,725

1986
$

149,839,176
209,077,452
87:822,281
6,771,153

453,510,062

1987
$

167,879,110
246,715,621
109,161,014

5,974,507

529,730,252

1988
$

180,255,207
285,772,882
142,778,404

22,194,456

631,100,953

39,618,269
291,438,487
11,429,818
302,868,305

139,393,360
22,157,505
14,317,898

1,698,907
40,817,265
13,864,629

6,858,838
15,139,345

8,136,469

4,610,978

266,995,194
35,873,111

7,557,061
15,679,871

280,000,555
22,867,750

25,171,585
338,595,711

14,126,103
352,721,813

151,516,399
28,962,034
15,674,845

2,560,894
45,060,281
14,699,256

8,573,568
18,550,098
10,602,445

3,412,891

299,612,711
53,109,102

11,575,146
21,465,173

324,304,972
28,416,842

31,738,441
377,744,284
16,535,504
394,279,788

172,237,633
29,637,653
17,158,641

4,302,770
50,628,647
17,872,642

9,437,095
21,377,293
15,603,921

7,949,106

346,205,401
48,074,387

14,388,185
26,435,669

371,860,156
22,419,632

41:679.547
411,830,514
22,135,663
433,966,178

195,427,302
33,150,384
17,515,825

4,966,824
54,822,562
19,502,799
10,132,535
24,496,851
21,019,253

9,528,387

390,562,722
43,403,456

15,375,741
28,932,757

415,692,743
18,273,734

68,584,322
461,145,930
23,904,837
485,050,767

218,651,740
39,016,390
20,910,989

4,781,564
60,843,651
21,332,641
10,951,526
26,744,486
18,743,342

( 8,981,486)

412,994,843
72,055,924

16,125,430
31,848,389

460,968,662
224,082,105

97,527,831
533,573,122
28,961,799
562,534,921

262,346,222
31,627,370
23,668,575

6,260,699
69,441,765
26,539,075
12,160,424
31,412,504
41,708,638

( 15,570,501)

489,594 71
72,940,130

17,178,494
36,752,714

543,525,979
28,008,942

6.9%

7.8%

5.5%

4.0%

4.5%

4.4%
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that these hospitals establish closer ties with local physicians and
larger referral hospitals and that state and local health departments
continue to support programmes, projects and physician recruitment
efforts that foster the continued provision of accessible health care in
Utah’s rural communities.

Recently, several non-IHC rural hospitals in Utah have ap-
proached the organisation for its help. These hospitals are struggling
because of occupancy and financial challenges, and seeking financial
resources. Because of THC’s strength as a hospital system and its
commitment to rural communities, it may be better placed than most
others to provide rural health care. Although it is not currently in the
market for additional hospitals, it has been able to offer expertise and
consultant assistance to help those hospitals meet their own com-
munities’ needs.

Future directions in rural health care: some questions

As a large, integrated health care system, IHC has multiple and
sometimes competing priorities. But it remains committed to making
rural health care a priority for the system and is currently developing
a corporation-wide strategy for it. It realises that changes in the or-
ganisation, management and staffing of rural services may be neces-
sary in future. While in the past, for instance, it has been concerned
about the financial viability of only one or two of its rural hospitals,
now six are in jeopardy. Nevertheless, IHC is currently exploring op-
tions for increasing the viability of its small rural hospitals so that they
can continue to provide needed care.

The rural hospitals are effective entry points for patients into the
IHC system. They also provide valuable referrals to IHC’s non-rural
hospitals. In 1987 alone, they referred over 4,600 patients, a financial
contribution of nearly $10m. So it may be in the non-rural hospitals’
best interests to continue to subsidise, at least partially, the system’s
rural facilities. However, the declining profit margins of the non-
rural hospitals in recent years (see Table 10.3) suggests that it will be
increasingly difficult for them to continue the subsidy at the present
level of some $3.44m a year. Although this represents only 0.5 per
cent of the non-rural hospitals’ gross patient revenues, it is over 12
per cent of their total net income.

One of IHC’s dilemmas is uncertainty about how to measure accu-
rately the value of the referrals from rural hospitals, If those hospitals
did not exist, THC’s larger hospitals might be able to capture the pa-
tients anyway, through direct outreach. So the subsidy is not neces-
sarily profitably counterbalanced by the amount of referrals,
Nevertheless, IHC does recognise the value of this contribution and
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has changed its philosophy over the years to try to evaluate rural hos-
pitals more fairly.

Questions for discussion

Given ITHC’s mission, are rural hospitals necessarily part of its com-
mitment to its communities?

What are IHC’s obligations in terms of rural health care?

Who should be responsible for providing health care to rural com-
munities?




Health Care for a medically indigent population in St Louis
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The ‘human face of capitalism’ lives — but only just. This is a case study of
an organisation struggling to serve people who are not insured by the
American system of health care — people who do not thrive in the American
economy. The organisation was established in a very unstable environment,
with no working capital, inadequate financial plans and an inadequate
budget. Its ability to generate income is extremely limited in a situation
which continually demands more: more money, more technology and more
professionally-trained people.

Robert Johnson’s case study highlighted the difficulty of managing for
health result when the forces for change include racial polarisation and
political imperative to reorganise local publicity-funded health care. It is
hard to know whether the organisational chaos is one of the forces for
change or one of its consequences. But a high degree of commitment and
energy is going into delivering a service to poor people in St Louis.

I chose to plot this case study on three dimensions of quality and two of
the building blocks. There was a clear mandate to redress the inequality of
care to a specific population, facilitated by the political agendas of social ac-
ceptability and integrated health care system. Nothing could be achieved
that was not socially acceptable to the electorate. In addition, the service’s
survival depended on more efficient and cost-effective management: its
right to exist was not given. Management processes fell for the most part
into the setting of objectives and priorities and of certain operational plans,
to meet the expectations of any conflicting groups. I did not think the man-
agement had yet reached the stage of assessing the impact of their pro-
grammes. Would the service’s survival be one of the health results? What

does the reader think?
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HEALTH CARE FOR A MEDICALLY INDIGENT
POPULATION IN ST LOUIS

Robert Johnson

The St Louis Regional Health Care Corporation was established in
1985 with no working capital, inadequate financial plans and in-
adequate budget. About a third of its growing number of patients are
medically indigent; nearly all the rest rely on Medicare or Medicaid.

This paper chronicles the development of the organisation, from
its highly political beginnings, through continued political complica-
tions, to the development of more professional organisation and de-
livery of health care.

The St Louis Regional Health Care Cotporation was established in
July 1985 with the express purpose of replacing City Hospital and
County Hospital, which both closed that year. This was the culmina-
tion of four years of effort by the Mayor of the City of St Louis to
realise his campaign promise to improve the publicly-funded health
care system, and to establish a coherent pattern to which the city gov-
ernment could relate.

St Louis Regional Health Care Corporation is a private not-for-
profit organisation, with four main components:

St Louis Regional Medical Center is a 300-bed general hospital,
with specialty clinics and a home-care programmie.

Four community-based ambulatory (walk in) care centres are
managed by the Corporation and owned by the City of St Louis.

St Louis Regional Professional Services Corporation is a not-for
profit organisation set up to provide physician services through
contracts with institutions and independent professionals.

An Educational and Research Foundation is geared to acquiring
research and educational grants.

St Louis Regional Health Care Corporation is governed by a 15-
member board of directors, seven nominated by the Mayor of St
Louis, seven by the County Executive, St Louis County, and the
chairman jointly nominated by both. The Corporation has contracts
with both city and county for the provision of care to the medically
indigent of their jurisdictions. Approximately 90 days before the be-
ginning of their fiscal year (both of which are different from the Cor-
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poration’s) it submits an estimate of the cost of care; city and county
pay their proportion, less anticipated cash receipts. Both jurisdic-
tions share equally in debt repayments for the purchase and renova-
tion of the hospital and also in the cost of care of patients from out-
side their jurisdictions. At the end of the hospital’s fiscal year, there
is a settlement with city and county; our contract lays down that we
can neither keep a surplus nor continue a deficit.

In 1988-9 we expected to admit slightly under 11,600 patients, to
provide approximately 42,000 specialty clinic visits and 174,000 out-
patient visits through the four community care centres, and to pro-
vide more than 16,000 home care visits. About 30 per cent of our pa-
tients are uninsured and so medically indigent; about 24 per cent have
Medicare, 38 per cent Medicaid and 8 per cent commercial insurance
or other cover.

Background to change

St Louis is an urban centre with a population of 453,000; St Louis
County, the suburban community immediately adjacent, has a popu-
lation of 973,000 (1980 census). The city has experienced a major loss
of population from a high of 857,000 inhabitants in 1950. Its popula-
tion now is 54 per cent white, 46 per cent black and less than 1 per
cent Hispanic and others. St Louis County is approximately 88 per
cent white and 11 per cent black. In 1980, per capita family income
in the city was $11,782, compared with $29,213 in the county; almost
17 per cent of city residents, compared with 3.5 per cent of county
ones, live below the federal poverty line, and 14 per cent of city resi-
dents, compared with 3.5 per cent of county ones, receive public as-
sistance. Over 100,000 residents of the city are uninsured and medi-
cally indigent, with incomes at or below 150 per cent of the federal
poverty level. (Approximately 37 million Americans are considered
medically indigent; almost one million Missourians, nearly 20 per
cent of its population, are uninsured or underinsured. )

There are also significant differences in the political and gov-
ernmental structures of city and county. The city has a ‘weak mayoral
system’, in that the Mayor shares budgetary authority with the Presi-
dent of the Board of Aldermen (the elected local legislative body)
and the Comptroller, elected chief fiscal officer. In St Louis County,
the structure is made up of the elected County Executive and a seven-
member (legislative) county council. However, the Mayor, Vincent
C Schoemehl, has proved a very strong chief executive since his elec-
tion in 1981. He is a Democrat, as are most of the elected city offi-
cials. The County Executive, elected in 1974, is a Republican, as are
four members of the county council. But in spite of the differences,
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the two chief executive officers formed a personal friendship which
contributed to their willingness to plan and support the closure of
their public hospitals and replace these with the St Louis Regional
Health Care Corporation.

The City of St Louis has had a long history of racial polarisation
principally reflected in the fact that most black residents live in North
St Louis and most white residents in the South. Before 1954, the city
had two public hospitals, legally mandated for the care of black and
white patients respectively.

Homer G Phillips, the hospital serving the black community, was
established in 1934 and has trained more than 40 per cent of black
surgeons in the United States. In 1979, this hospital was closed by the
then Mayor, in a manner that provoked loud and sustained protest,
even though it was newer than City Hospital, the other public hospi-
tal. Police, helicopters and police dogs were used to cordon off the
hospital and close it. Various organisations have continued to cam-
paign for its re-opening.

The current Mayor was elected in part on his promise to do this,
with support from 97 per cent of the black community. Between 1981
and 1985, he pursued a number of initiatives to reorganise the city’s
publicly-funded health care system. In 1982, a bond issue was placed
on the ballot to raise $64m to re-open Homer G Phillips Hospital, to-
gether with an initiative to permit the city to contract with an outside
firm to run it. Bothinitiatives failed to get the necessary majority.

Between 1981 and 1985, the Mayor pursued a number of other in-
itiatives to reorganise the city’s publicly-funded health care, includ-
ing a taskforce of health professionals and civic and community lead-
ers which was co-chaired by the two men who were eventually to co-
chair the board of the new St Louis Regional Health Care Corpora-
tion.

In 1982, City Hospital lost its accreditation from the Joint Commis-
sion on the Accreditation of Hospitals; the following year, the Mayor
announced plans to close it which were later withdrawn. Accredita-
tion was restored, but St Louis University signalled its intention to
discontinue its affiliation with the hospital by mid-1985. In 1984, the
city contracted with National Medical Enterprise (NME), a large
proprietary hospital company, to manage City Hospital, which it did
until the hospital closed in 1985.

Also in 1984, St Luke’s Hospital, which owned the building that is
now the St Louis Regional Medical Center, was sold to Charter Med-
ical Corporation, a for-profit chain based in Georgia. But it became
apparent that Charter could not make a financial go of the facility,

and the Mayor threatened to take it by eminent domain if Charter did
notsell it to the city.
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In June 1985, the Mayor, with the support of the County Execu-
tive, decided to close City Hospital and support the establishment of
St Louis Regional Health Care Corporation, with the express pur-
pose of buying the Charter Hospital. The subsequent closure of
County Hospital by November that year was part of the plan. City
Hospital was closed in June and patients were transferred to the
Charter, now St Louis Regional Medical Center. The new Corpora-
tion was officially established in July.

Establishing the St Louis Regional Health Care Corporation

Murphy’s law has not been repealed: ‘if anything can go wrong, it
will’. That adequately describes the start of the Corporation.

We started the operation, which spent some $54m during the first
year, with no working capital, inadequate financial plans, and an in-
adequate budget from the City of St Louis. There were significant de-
lays in setting up the system that permits billing to Medicare and
Medicaid; there was inefficient physician billing by National Medical
Enterprises, which had been running City Hospital and was con-
tracted to run the new one. All this resulted in a major cash flow
short-fall in the first year of operation.

We also experienced significant organisational and operational
problems. Our first employees were formerly employed by City,
County and Charter hospitals. In many cases, we were paying people
(with essentially equal qualifications and doing approximately the
same job) different rates based on their former pay scales. There was
a great deal of chaos in merging the large volume of medical records
from City Hospital and City clinics into a new records system which
also had to maintain records from Charter and St Luke’s Hospitals.

We found it difficult to recruit and retain enough registered nurses
— which partly reflected local and national difficulties but was com-
pounded by the fact that our salary structure was not locally competi-
tive.

Our physical plant was superior to that of either City or County
Hospitals; we had private or semi-private air-conditioned rooms and
fairly attractive buildings which had been reasonably well main-
tained. But the size of the emergency room was inadequate for our
patient volume and there was no obstetrical and newborn service at
all when we started.

Like any new organisation, it took us a while to develop clear-cut
policies and procedures for the operation of the hospital and clinics.
The National Medical Enterprise’s contract to manage the hospital
was phased out between February 1986, when I became President
and Chief Executive Officer, and September of that year. But two
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NME employees, the director of nursing and the associate director of
ancillary and support services, were retained, partly to create some
stability. This, however, suggested the continued presence of NME,
which contributed to a lack of trust within the organisation. In addi-
tion, racial strife, in part reflected by the lack of minorities in senior
management, was compounded by the salary disparities between the
former employees of City, County and Charter Hospitals.

As well as dealing with all these operational, organisational and
financial problems, we found ourselves at the centre of a great deal
of political turmoil. The single most visible factor was a breach be-
tween the Mayor and Congressman William Clay Sr, a former ally.
Congressman Clay is believed to have opposed the creation of the St
Louis Regional Health Care Corporation because this meant the clo-
sure of City Hospital; most employees there were union members,
and Congressman Clay has had a long history of strong union sup-
port. He tried to nullify the contract between ourselves and the City
of St Louis, but without success.

There has also been a continuing community opposition, princi-
pally from former employees of the Homer G Phillips Hospital and
political health advocates concerned about political accountability
and access to services by the medically indigent. Many of the commu-
nity critics joined an organisation called Health Care is a Human

Rights Coalition. Although our opponents are relatively few, we
have received a great deal of media attention.

Organisational development

During its first three and a half years, St Louis Regional Health Care
Corporation has become more stable, and has begun to improve its
organisation, operational planning, long-range strategic planning,
patient relations and financial management.

The corporation has been reorganised and a number of top admin-
istrative posts have been filled. We now have an executive vice-presi-
dent for operations (chief operating officer); the administrator for
arnbulatory care now reports directly to the chief executive officer
and is responsible for only the community clinics; responsibility for
supervision of home care and establishing the physician billing sys-
tem has been transferred to the medical director (now vice-president
for medical affairs).

The hospital has a three-year accreditation from the Joint Commis-
sion on the Accreditation of Hospitals and had its four community
clinics accredited and certified as hospital-based clinics — the first time
in their existence that they have been licensed by the state of Mis-
souri. In 1987, we established a self-insurance trust fund for medical
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malpractice with general liability coverage, thus stabilising the cost of
medical malpractice and general liability coverage at some $4m a
year.

At the operational planning level, we established a set of de-
partmental goals and objectives for fiscal years 1987 and 1988. We de-
veloped a process of identifying and correcting operational prob-
lems, and completed the necessary relocation of all sub-specialty
clinics. We developed an 18 month to two year plan to improve the
ambulatory care service, renovated a haemodialysis unit, expanded
the size of the emergency room and established a nearby satellite x-
ray unit. We have a new 32-bed obstetrics and 18-bed gynaecology
unit, with a 26-bed neonatal special care and intermediate care unit.
We increased the number of nurses by more than 100. We have an ac-
tive quality assurance programme in the hospital and the clinics, and
a recently-established risk management programme. We have a pa-
tient representative programme, a multidisciplinary patient advo-
cacy committee of the staff, a guest relations programme and a pa-
tients relations committee of the board of directors. We introduced
a year-long training programme in interpersonal skills and communi-
cations for all employees. We have a 24-hour patients’ complaints hot
line.

In spite of our serious financial problems, we have improved our
collections from $15m in the first year to $34m in the third. During
our first three fiscal years, our expenses rose by 30.5 per cent, or an
average of 10.2 per cent. During the same time, admissions increased
by 69.6 per cent, primary clinic visits by 62.5 per cent, and patient
days by 52.5 per cent. The percentage of our budget that came from
City and County declined from 67 per cent to 49.7 per cent. Our new
computer system has significantly improved the recording of revenue
and expenses, improved billing and collections, and improved the
efficiency of registration and admission of patients. Once the system
is fully implemented, we will be able to transmit the ordering of ancil-
lary studies and their results between our various care sites.

Problems and concerns

Any assessment of this approach to providing health care to the medi-
cally indigent population needs to recognise that we must be continu-
ally alert to certain problems and concerns.

There will continue to be very signiﬁcaﬁt e_conpmic pressure on
health care delivery in general and on organisations that serve the
medically indigent in particular.

There is great potential for conflict between members of the board
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of directors, because many of them are employees of city or
county.

Strategicissues

The St Louis Regional Health Care Corporation faces five major
strategic issues over the next five or more years.

Acquiring and maintaining sufficient resources to provide predictable
high quality care. This will be extremely difficult in the face of an ero-
sion in funding for Medicare, the size of our medically indigent popu-
lation, the reduced capacity of private hospitals to provide charity
care and the inadequate tax base of local government.

Funding ways to provide cost-effective services while maintaining ac-
ceptable quality. This depends partly on finding predictable financial
resources, to allow for planning and implementation of strategic
change. It also means establishing a measurable base for determining
the cost-effectiveness of care and services.

Acquiring and maintaining community support. This is especially im-
portant for health care organisations that rely on public funds. It de-
pends on local understanding of the role and mission of the organisa-
tion and the extent to which this is being met, on patients’ perception
that they receive dignified and respectful care, and on the extent to
which the organisation is seen as publicly accountable.

Developing an equitable and predictable funding base for tertiary care
services. We currently provide only limited tertiary care services,
such as neonatal intensive care and haemodialysis. We do not yet
provide high cost technological diagnostic services nor such sophisti-
cated clinical services as burn care, psychiatric services, drug and al-
cohol treatment and organ transplantation, and explicit financial ar-
rangements must be made to ensure their availability.

Coordinating and integrating primary ambulatory care services.
There are five federally-funded health centres in the community and
we need to ensure that there is no duplication of services between
these and our own centres, and that there is a continuum of care for

the medically indigent members of the community, irrespective of
where they receive primary care.
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Conclusions

There are many real challenges ahead. St Louis Regional Health
Care Corporation will have a major role in such difficult public health
and public policy issues as care of AIDS patients, improving the care
of women and children, so reducing infant mortality, improving care
of the elderly and continuing to reduce the high cost of care while sol-
ving the problem of medical indigency.

At this point, it can be said that we have improved the use of city
and county resources for the health care of the medically indigent.
Our physical plant is better and more economical than the facilities
it replaced. We have developed an integrated health care system that
combines primary, secondary and some tertiary services, with a
framework for physician-hospital cooperation. We have also made
the organisation and delivery of care somewhat less political and
more professional.
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Where does a government intervene to ‘do the right thing’ in a society where

there have been so many ‘wrongs’, both real and perceived? This case study
considers how to make fundamental changes in the New Zealand health
care system in a way that facilitates the inclusion of Maori people. The
Maori people have been considerably disempowered; their history is filled
with broken promises and miscommunication and, as George Salmond has
already pointed out, New Zealand’s health care system is not serving chang-
ing needs of the people at large. There are new opportunities to grow strong
in traditional and contemporary ways and for both Maori and pakeha cul-
tures to gain. Management is about decentralisation and partnership.

I have plotted Glenn Garlick’s case study in the two quality dimensions,
equity and social acceptability. As in Robert Johnson’s study, there is a real
attempt to redress inequality, here considerably helped by a perspective of
equity that is national rather than local. In addition, the social acceptability
of the service to the Maori people is critical. In the presentation of this case
study the building blocks were the assessment of health needs and the for-
mulation of objectives and priorities for intervention. I did not feel that
there had yet been development of operational plans or assessment of the
impact of decisions. What predictions does the reader make about the ser-
vices’ ability to help the Maori people express their uniqueness while also
being integrated into the health system?
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BUILDING NEW PARTNERSHIPS WITH
THE MAORI PEOPLE

Glenn Garlick

In New Zealand, health and other social services are increasingly
moving towards decentralisation and political partnership with the
Maori people. In April 1988, the government announced plans to
abolish the Department of Maori Affairs and devolve management
of services for Maori people to tribal (iwi) authorities. This paper
examines the background to such movements and some of the possi-
ble developments in health services. It questions whether any health
services can ever be a stable state, or whether health managers are
working in an ever-changing environment the focus of which continu-
ally alters to concentrate on factors that, for the moment, contribute
to better health.

Background to change

The treaty of Waitangi, signed in 1840, has been described as estab-
lishing a partnership between the indigenous Maori inhabitants of
Aotearoa and the British Crown and, in an international sense, as
marking the beginning of nationhood. The treaty was prepared in
haste by a number of contributors; different people worked on the
English and Maori versions (Appendix 1). Arguments about the tre-
aty as expression of intent, legally binding contract or something in
between have been a constant feature of Maori political life ever
since. In the 1980s, recognition of the treaty, or of its principles, has
also been a major factor in the New Zealand political scene.

The second article of the English translation of the Maori version
of the treaty refers to the Crown’s protection of the people of New
Zealand in the unqualified exercise of their chieftainship over “all
their treasures’ (‘taonga’). The application of the term taonga is a
matter of great debate. The Official Language Act of 1988, for in-
stance, makes the Maori language one of New Zealand’s two official
languages; a major argument within the act was that te reo (the lan-
guage) was a specific treasure protected by the treaty. There has not

yet been as strong an identification of health, well-being or balance
as taonga to be cherished under legislation.
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The legal status of the treaty has been debated over many years.
The Waitangi Tribunal has considered submissions related to many
grievances and claims of injustice by Maori tribal authorities. The
extent of these claims and the fact that the tribunal is empowered to
consider grievances dating back to 1840 has created considerable so-
cial tension. Two decisions of the court have been of great moment.
In a landmark decision, the Court of Appeal has barred the transfer
of assets, mainly land, from the Crown to state-owned enterprises
where those assets were subject to claims before the Waitangi Tri-
bunal. A clause in the Fisheries Act precludes any action contrary to
the treaty, so when fisheries licences came up for review, the selling
of these was immediately suspended (see Article the second of the
treaty). These findings and others have resulted in an understandable
reluctance to refer to the treaty in legislation. The State Sector Act
of 1988, for instance, which established general managers in the
health service, made no general reference to the treaty.

A major issue for health service managers will be to consider the
relationship between political and social contracts likely to be in-
cluded within legislation. The identification of social justice as a
health result, or a prerequisite to achieving other health results, will
become a major national and local issue.

Maoriand health

About 13 per cent of the total population is Maori by self-definition
(1986 census). The generally disadvantaged social and economic pos-
ition of Maori is associated with poor infant health and high levels of
alcohol abuse, smoking and hospital admission rates.

A prerequisite to the establishment of practical political and
economic power in the hands of Maori is the definition of Maori.
Research in the Waikato Hospital has tried to establish patient-
determined ethnicity and canoe/tribe/subtribe affiliation at the time
of hospital admission (Maori ancestry is traced back to one of a
number of canoes which brought ancestors to the country). This sur-
vey showed that only about 20 per cent of people identifying them-
seives as of Maori descent displayed accurate knowledge of their
canoe/tribe/subtribe. This finding is highly significant in relation to
current government policy to devolve authority and resources di-
rectly to iwi (tribes). For such a policy to be generally effective, there
will need to be a significant investment in re-establishing traditional
canoe/tribe/subtribe links. Alternatively, many Maori may choose to
‘enrol’ with their district-based health service unit rather than to fol-
low the iwi-based unit.

139




MANAGING FOR HEALTH RESULT

The Maori view of health is a holistic one. It comprises the dimen-
sions of:

taha wairua—spiritual dimension
taha tinana — physical dimension
taha hinengaro — mental dimension
taha whanau—family dimension

The injustices of the past, particularly in relation to land and the loss
of mana (prestige, pride) resulting from that, have disturbed the es-
sential balance within and between those dimensions. They are seen
as directly related to the low socio-economic position and low self-
esteem which is at the base of poor health status. Improvements in
health status are clearly unlikely to spring from health services alone.
Health is understandably at the top of a health services manager’s
priority list. Butis it at the top of the Maori agenda?

Maori social relationships have had a clear structural framework
based on the whanau/hapu/iwi — the family/subtribe/tribe. There is
growing recognition of the tribe as the system through which social
policy should be established and implemented, and services pro-
vided. But local government boundaries take no cognisance of tribal
ones. (The major local government reform of 1988 and 1989, replac-
ing the plethora of authorities with a new structure of regions and dis-
tricts, ensures that area health board district boundaries will in al-
most all cases coincide with local government regional ones. But
there have been difficulties with Maori partnership and amendments
to the empowering legislation are being considered which recognise
Maori input in the new structures.) In addition, the sectoral divisions
of government housing, welfare, health and education services and
the relative emphasis on individuals does not link easily to the holistic
view of health or the more collective pattern of Maori social relation-
ships. Further, government-sponsored Maori organisations — district
Maori councils, trust boards — have different district structures.

While it is unreliable to define the Maori view of health in other
than Maori terms, there are strong similarities between it and the pri-
mary health care philosophy. Health has been a major part of the
government’s review of social services. But unfortunately the major
structural innovation in the health service, the formation of area
health boards, is unspecific in relation to primary health care.
Nevertheless, the formation of area health boards has wide Maori
support because of the increased emphasis on health promotion and
care outside institutions. The transition also provides an opportunity
for power-sharing through new structures.

Urbanisation and migration have greatly disturbed tribal identifi-
cation with geographical areas. Thus people living in a city may have
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a tribal affiliation hundreds of kilometres away. In such cir-
cumstances, other Maori organisations, which may be non-tribal or
multi-tribal, become important. These may be based at urban marae
(meeting places) or be national organisations, such as the Maori
Women’s Welfare League. Tribal identification is important if the
tribe is to become a viable organisation concerned with, among other
things, the health of the tribe and its members.

Purpose and intended values: external

New and relevant values are being initiated from many sources.
These include the national political environment, local communities,
local governing bodies such as the Waikato Hospital Board, the
Maori people, tribal authorities and individuals. At the moment, the
strongest value shifts are externally imposed, mainly from national
level. These are most clearly seen in policies of devolution and bicul-
turalism.

Devolution

Resources for housing, job creation, social welfare, education and
health are increasingly being channelled to the Maori people through
tribal authorities and tribal organisations. Some of this funding
would be used to provide services in Maori ways; some would be
used to purchase services on the open market. Because of the variety
of receiving organisations (some tribal, some not, some well-
developed organisationally, others not) new definitions of accounta-
bility are required to ensure that resources are being appropriately
used and that there is an equitable distribution to the various Maori
populations.

Biculturalism

Political and legal imperatives are forcing gradual recognition of
political partnership for Maori. In the health services, a major issue
is the provision of special services for Maori. In some instances, this
has created public outrage, where Maori health services within gen-
eral institutions have been shown to be unconventional or poorly
managed. But there is no serious proposal that all Maori health needs
should be provided in a separate system. So the present mono-cul-
tural health service organisations must grapple with the definition of
‘bicultural partnership’, work to transform themselves and be pre-
pared to support initiatives desired by the Maori people. A massive
change in implicit and explicit social contracts between health ogam-
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sations and the Maori people will be required. This could lead to new
‘contracts’ with the rest of the population.

In November 1988, the government released a policy statement:
Partnership Response Te Urupare Rangapu (Appendix 2). A specific
proposal is for the formation of an Iwi Transition Agency for a ﬁ\_/e
year period, to help iwi to develop their operational base. This will
now be a key local agency in the development of area hea}th boapd
policy for Maori participation in planning, advice and service provi-
sion. This reform introduces another potential organisational lag, but
it is hoped that this will be minimised in the Waikato, due to the
board’s preparations and the vigorous efforts of iwis themselves.

Equal employment opportunities

The State Sector Act of 1988 which established general management
in the health service includes specific reference to the responsibility
of general managers to ensure recognition of ‘the aims and aspira-
tions of the Maori people; the employment requirements of the
Maori people; and the need for greater involvement of the Maori
people as employees of area health boards’.

While such requirements, and others in the act on equal employ-
ment opportunities, are laudable, they are impositions on the health
service in the short term. Diversion of resources to support these new
values must come from current commitments to health care, and the
tapering-in of such mandated provisions without compromising the
provision and quality of services will be a major exercise in itself.

The present economic environment is making equal employment
opportunities an area of particular concern — not just in relation to
Maori employment. Government funding of health boards was re-
duced by over 3 per cent in real terms in 1988/9 and cuts may be as
much as 10 per cent in the next year. The national unemployment
rate is running at 11 per cent and the less well educated and less
skilled groups, particularly Maori, are greatly over-represented. The
refocusing on care in the community is causing a reduction in unskil-
led jobs, such as kitchen and domestic assistants, cleaners and order-
lies. All these occupations employ a large number of Maori, so de-
spite efforts directed at employing a higher proportion of Maori in
the health service, it is likely that, at least in the short term, the op-
posite will happen. The qualification of Maori to enter professional
occupations and the restructuring of education and training to en-
courage such entry is now a high priority.




BUILDING NEW PARTNERSHIPS WITH THE MAORI PEOPLE

Purpose and intended values: internal

The Waikato Hospital Board’s role and mission statement and the re-
sulting guiding principles give recognition to certain values such as
efficiency and equity:

‘To provide in consultation with other agencies, appropriate inpa-
tient, outpatient, day patient and extramural services which will
promote a preventative, curative and caring service for the health
of the people of the Waikato and its broader regional area, within
the resources available to the Board.

These services to be planned to ensure the maximum possible
accessibility, quality and continuity of care, and efficiency in their
provision.

As far as possible, cognisance will also be taken of the need to
liaise with other agencies to promote, develop, maintain and im-
prove the health and well-being of the people within the Board’s
area, and to allow relevant public participation in the major deci-
sions on the provision of Waikato Hospital Board services.’

These objectives give managers the opportunity to allow certain in-
itiatives (in Maori health, for example); they can be referred to for
support. But they do seem inadequate recognition of values that ac-
tively promote policy and service development for improving Maori
health. There is cautious local political commitment to bicultural pol-
icies. Ironically, these developments have been slowed by the diver-
sion of key Maori people to other issues, where biculturalism and
Maori development are important, such as land, fishing and tribal
issues.

Towards a better health result: key issues

In progressing towards a better health result, there are two key
issues:

promoting social acceptability for Maori partnership within the
health services;

establishing an organisation and resource model to support social
acceptability.

Social acceptability

An essential aspect of quality of service is its acceptability to its users.
Maori see this acceptability in two main areas:
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provision of some services especially for Maori people and pro-
vided in Maori ways by Maori people;

services for the population at large which have been modified to be
sensitive to Maori values.

Satisfying Maori people is, in a way, the easier task for health service
managers, for the focus is clearer and the emotional change is for
gain, not loss. For the population at large, the change will also be all-
embracing, as all aspects of health services must become bicultural.
Calls for recognition of the Treaty of Waitangi, partnership and
Maori sovereignty are widely interpreted as based on avarice, a mis-
guided sense of history or afterthought. We can expect a ‘white back-
lash’ in health, as there has been in other sectors, and that this back-
lash will first be expressed by the providers and health professionals.

To anticipate such a reaction, a ‘marketing plan’ is proposed, with
three levels of consideration.

Level I: social justice ~ At this level, acceptability is based on histori-
cal and social factors which justify partnership for Maori and the right
to choice and separate identity. Maori have a right to be healthy.

Level 2: unmet demand 1f the health status of Maori could more
closely approach that of the rest of the population, the resources
saved could be applied to numerous unmet needs or wants.

Level 3: sickness focus The Maori population has a poor level of
health, and this justifies special remedies.

Ata policy level, the hospital board has established a standing Policy
Initiatives Committee, whose tasks are to develop policies on bicul-
turalism, quality assurance and client orientation. All these are
closely linked, but the desire to provide services in ways that satisfy
clients is of great significance. One aim of managers is that bicultural

policies be recognised as merely the expressed wishes of a sub-set of
clients.

Resource model

Within a block grant funding system with a population base, the basic
unit is a defined population. This is usually thought of as geographic,
butit could well be a population defined by tribal links.

The recognition of the different roles of funder and provider has
also aided the development of a resource model based on health ser-

vice units ‘(see Figure 12.1) which would then contract their services
from public, private or voluntary providers.
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Figure 12.1 Resource model based on health service units

Government Initial allocation Derived funding
funding
Health service unit 1°care
district 1
Health
protection
Areahealth Health service unit
board district 2 2°hospital
services
Contracts
Health service unit Regional
iwi authority specialties
Maori health
links

A major issue becomes one of enrolment or registration. Some Maori may opt
not to ‘enrol’ with the iwi authority, preferring to remain within a district health
service unit.

Major issues to be resolved would include the negotiation of contracts.
Iwi authorities would have the opportunity to give Maori health initiatives first
priority for funding. A corollary of that preference might be a restriction on the
current high use of hospital services (about 60 per cent of psychiatric hospital patients
are Maori). In the short term, therefore, services to some Maori individuals or
groups might be compromised and reduced.

The overall level of funding, while population-related, would also
have to be use- or need-based. Better definition and identification of
Maori should enable the development of separate utilisation, mortal-
ity and fertility rates, which could then be applied as correcting,
equity factors in funding models.

The most important advance in such a direct funding approach
would be the immediate identification, at the time of contract setting,
of the resources needed for and available to specific areas such as sub-
stance abuse, road accidents, smoking, accidents at home. This
would make it possible to use uniquely Maori approaches to health
promotion and the management of illness.

The lags caused by delayed area health board formation, local gov-
ernment reform and the restructuring of the Department of Maori
Affairs have in turn delayed the conceptual development of relation-
ships between funders and providers and, in particular, between
health service units and services providers. But in the Waikato Area
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Health Board, three geographical HSUs have been formed and are
beginning to consider community consultation, service contracts,
priority setting and resource allocation. The task of developing new
relationships between funders and providers is not just a Maori issue;
it is being faced by other equivalent organisations in the Waikato
Area Health Board.

Current developments at the national level to establish a National
Health Charter and contracts between the government and AHBs
will bring support. These developments, together with the ‘obliga-
tion set’ between the Waikato AHB and its HSUs, and the HSU con-
tracts with providers, should provide a new accountability pattern.

Conclusion

In our situation, managing for health result requires active political
and social progress towards Maori partnership. The new level of
managerial influence must be the tribe, the health of which, as a liv-
ing organism, is as important as the health of any individual in it. The
issues focus on process, but with the holistic nature of Maori health,
the process of establishing and supporting Maori partnership is itself
a health outcome.

A major environmental issue is the nature of the system within
which managers manage for health result. Does a stable state called
a health system exist? The processes described in this paper represent
a disintegration and reintegration of relationships to focus on even-
tual health outcomes. Health managers could be seen as operating in
an ever-changing environment where focus shifts from old and dis-

carded to new and accepted factors which contribute, for that mo-
ment, to better health.
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Appendix1 The Treaty of Waitangi

English version

Article the first

The Chiefs of the Confederation of the United Tribes of New Zealand and
the separate and independent Chiefs who have not become members of the
Confederation cede to Her Majesty the Queen of England absolutely and
without reservation all the rights and powers of Sovereignty which the said
Confederation or Individual Chiefs respectively exercise or possess, or may
be supposed to exercise or to possess over their respective Territories as the
sole Sovereigns thereof.

Article the second

Her Majesty the Queen of England confirms and guarantees to the Chiefs
and Tribes of New Zealand and to the respective families and individuals
thereof the full exclusive and undisturbed possession of their Lands and Es-
tates Forests Fisheries and other properties which they may collectively or
individually possess so long as it is their wish and desire to retain the same
in their possession; but the Chiefs of the United Tribes and the individual
Chiefs yield to Her Majesty the exclusive rights of Preemption over such
lands as the proprietors thereof may be disposed to alienate at such prices
as may be agreed upon between the respective Proprietors and persons ap-
pointed by Her Majesty to treat with them in that behalf.

Article the third

In consideration thereof Her Majesty the Queen of England extends to the
Natives of New Zealand Her royal protection and imparts to them all the
Rights and Privileges of British Subjects.

Translation of Maori version (Professor H Kawharu)

Thefirst

The Chiefs of the Confederation and all the Chiefs who have not joined that
Confederation give absolutely to the Queen of England for ever the com-
plete government over their land.

The second

The Queen of England agrees to protect the Chiefs, the Subtribes and all the
people of New Zealand in the unqualified exercise of their chieftainship
over their lands, villages and all their treasures. But on the other hand the
Chiefs of the Confederation and all the Chiefs will sell land to the Queen at
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a price agreed to by the person owning it and by the person buying it (the
latter being) appointed by the Queen as her purchase agent.

The third

For this agreed arrangement therefore concerning the Government of the
Queen, the Queen of England will protect all the ordinary people of New
Zealand and will give them the same rights and duties of citizenship as the
people of England.

From: The Treaty of Waitangi and Social Policy, Discussion Booklet No 1.
The Royal Commission on Social Policy, July 1987.

Appendix2 Reaffirming the Government’s objectives

The Government reaffirms the principle objectives set out in He Tirohanga
Rangapu. These are to:

® honour the principles of the Treaty of Waitangi through exercising its
powers of government reasonably, and in good faith, so as to actively pro-
tect the Maori interests specified in the Treaty

¢ climinate the gaps which exist between the educational, personal, social,
economic and cultural well-being of Maori people and that of the general
population, that disadvantage Maori people, and that do not result from
individual or cultural preferences

® provide opportunities for Maori people to develop economic activities as
a sound base for realising their aspirations, and in order to promote self-
sufficiency and eliminate attitudes of dependency

® deal fairly, justly and expeditiously with breaches of the Treaty of

Waitangi and the grievances between the Crown and Maori people which
arise out of them

® provide for the Maori language and culture to receive an equitable alloca-
tion of resources and a fair opportunity to develop, having regard to the
contribution being made by Maori language and culture toward the de-
velopment of a unique New Zealand identity

promote decision making in the machinery of government, in areas of im-
portance to Maori communities, which provide opportunities for Maori

people to actively participate, on jointly agreed terms, in such policy for-
mulation and service delivery

® encourage Maori participation in the political process.

From: Partnership Response, Policy Statement. Office of the Minister of
Maori Affairs, November 1988.
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REFLECTIONS
Nan Carle

The King’s Fund International Seminar is above all a time when a
selected group of managers and policy makers come together to ex-
plore how to learn from each other’s experience. This assumes that
many problems facing individuals are not parochial, that ‘in all prob-
lems exist all problems’. We see this philosophical tenet acted out
many times in the case studies presented in this volume. There are
local trends which have similar features across the western world, and
thus everyone has something to offer to the solution and everyone
has something to gain from the experience of others.

Such coming together also assumes that people have a consider-
able capacity to listen. As an observer, I felt that there was a concen-
trated effort to listen at the seminar — even though the language bar-
rier between English-speaking people was at times very considera-
ble. Words such as ‘competition’, ‘choice’, ‘market’, ‘incentives’ and
‘regulation’ were each interpreted very differently, according to indi-
vidual environment and experience. Sometimes such discomfort can
lead to greater learning, and I believe that to have been so during the
seminar.

Nowhere during the week was discomfort more unmasked than
with the notion that some managers were preoccupied with ‘doing
things right’ to the exclusion of adequate concern about whether they
were ‘doing the right things’. There was a dangerous potential for
participants to sling mud along with such sentiments as ‘I care more
than you do’ versus ‘but I achieve results’. Fortunately, this negative
potential was not realised. People listened and clarified. There was at
times, however, a restless unease. The tension is clear if we compare
the papers I classified as primarily concerned with relevance to need
or equity and social acceptability with the papers I plotted as primar-
ily concerned with efficiency and economy.

Efforts to bring doctors and clinicians into management have been
plotted in the quality dimension of efficiency and economy. The in-
clusion of doctors in management has been an important response to
the cost limiting exercises that characterised the latter half of the
1980s. At times during the seminar, however, there seemed to be an
assumption that involving doctors in management would of itself en-
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sure that organisations were safeguarding quality of care. It seemed
to suit both clinicians and managers to assume this to be the case
without putting into place rigorous methods for evaluating the impact
of interventions on the quality dimension of efficiency and economy,
or any of the other five dimensions in Maxwell’s definition. This as-
sumption did not go entirely unchallenged. The participants agreed
that the next seminar should oversee their progress in developing
management systems that safeguarded quality and kept open the dis-
cussion of the roles and responsibilities of both doctors and mana-
ers.

¢ The seminar heard some very different perspectives on relevance
to need. Cameron Waddell’s paper, about working with a group of
employers from a particular company, showed that, for him, ‘rele-
vance’ of health result was linked to what was relevant to the com-
pany. Brendon Kearney was concerned particularly with the clinical
considerations of managing resources to best serve people with
cancer. Alasdair Liddell’s case study of ‘health for all’ was about
thinking through long-term health issues for an inner city population.
At this point, discomfort grew: how to be ‘relevant’ and ‘doing the
right thing’ while managing to ensure results now? Managers mea-
sured results on different time-scales: some looked to the immediate
present while others looked much further into the future.

In unravelling the debate about short-term versus long-term solu-
tions it was not possible to make an easy distinction between those
from ‘private’ health care institutions and those from a national
health care system. The American examples put forward by Robert
Johnson and Scott Parker had many of the same features as those put
forward by Alasdair Liddell in Britain or Glenn Garlick in New Zea-
land. In general terms, though, the Americans operated in an envi-
ronment where there were no guarantees for their survival. For them
‘doing things right’ in the short term was a necessary tactic in enabling
them to continue to provide a service at all. They faced economic
threats that were clear and immediate. Those from a more regulated
state controlled system had a different set of threats. They were not
so hampered by immediate economic threats to their survival. Health
as a matter of right not wealth gave them a different set of experi-
ences in prioritising and targeting resources to specific client groups.
They have a social mandate to be “all things to all people’ but the
finite resources mean that public decisions have to be made about
choices. These were not easy to make with a clear understanding of
their impact on either the short-term or long-term delivery of health
care. How to manage the flow of resources was essential to all parties

regardless of the economic environment they worked in. “In all prob-
lems exist all problems.’
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Managers of such high calibre knew they could solve problems.
Their struggle during the seminar was whether or not they were fac-
ing the right problems. There was an agreed difference of defining
health result according to who would be judging the result and at
what level. Four different judges emerged:

Ifitis ‘society’ then the resultis ‘*health for all’.

Ifit is the ‘community’ then the result is ‘health status’.

Ifit is the ‘individual’ then the result is ‘capacity for cure’.

Ifitis the ‘organisation’ then the result is ‘financial and structural’.

These judges gave each of the participants an insight into how they
were approaching the problem.

Another insight into sharing the learning between participants of
different backgrounds came from a systems diagram offered by Gor-
don Best, Director of the King’s Fund College. He was particularly
concerned to get past the cut and dry dichotomy of ‘doing things
right’ versus ‘doing the right things’ by considering three variables.

What business are you in —prevention or caring and repair?
How do you operate — policy or service?
Whom do you serve —some people or all people?

The chart (Figure 13.1) was presented with a request to managers to
plot their own organisations.

Figure 13.1
Caring and Hospita]
repair service
(NHS) (NHS)
Policy
Preventive
Some people All people (NHS)
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After completing the chart managers were encouraged to decide
whether they wanted to make fundamental changes in the nature of
their organisations or whether they wanted to manage differently
within the existing environment. Both decisions meant managing
change but at different levels.

From the week, I took three sets of challenges for managers inter-
ested in managing for health result into the 1990s and beyond. The
first, which is unique to health care and which makes managing health
services different from managing a business like selling cars, is the
tradition surrounding the Hippocratic oath. Both Robert Maxwell
and Cyril Chantler talked about the tension doctors feel in treating
individual patients as best they can while being part of an organisa-
tion that has real financial constraints. The organisation cannot be all
things to all people. How doctors are involved in setting priorities and
allocating resources to some people and not others will make a signifi-
cant difference to us all, whether we are involved in the provision of
health care orin receiving it.

Rather than reconsidering the Hippocractic oath as is suggested by
some I would prefer that we find new ways of looking at the problem
of serving the individual in the face of finite resources. At the mo-
ment both doctors and managers keep the patient/client distant from
their own health care. A new interactive relationship may empower
all parties to ‘do more with less’ while increasing the self reliance of
each other.

In Britain, as in other countries, there is a drive to separate the pur-
chasing and providing functions so that health care can be more
efficiently and effectively delivered. Figure 13.2 indicates the three
sets of relationships which need managing for high quality health re-
sult.

What I took away from the international seminar was the belief
that the third party — the service user — also needs to have a new set
of roles and responsibilities in such a division of labour. Otherwise no

Figure 13.2

% Purchasers

/N

Providers % = — % Users
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one would be empowered to improve health result. Therefore the
first set of challenges for managers facing the ‘right problems’ is to re-
form the way in which they interact with their consumers and the re-
sources consumers bring with them to the solution of finite finances.

Once managers have considered the nature of their business and
their partnerships in it the second set of challenges is about manage-
ment logistics. Making sure that scarce resources are wisely and
efficiently spent is a crucial dimension of quality. There is at present,
however, the potential for managers to overemphasise efficiency and
economy at the expense of the other dimensions of access, equity, ef-
fectiveness and social acceptability. Even so, current management
systems cannot adequately assess the impact of management effort
according to any dimensions of quality. In these studies the act of
evaluation ranged from an unspoken assumption that involving doc-
tors in management would help to ensure quality to the appointment
of a director of evaluation to change the culture. The systems avail-
able seem to be neither quick enough nor relevant enough to help
managers make informed decisions. How and what to measure needs
a great deal more exploration between managers, doctors and all par-
ties so that we are the masters not the victims of change.

In this final chapter I have tried to present some of the key themes
from the week and also to put forward my own thoughts as to what
challenges lie ahead. My challenges are based on the notion that we
could be involved in an international paradigm shift away from a
model of management that has operational answers to specific prob-
lems — away from a curative style of health care towards a model of
management that seeks a negotiated order and uses the resources of
all parties creatively — towards a health care system where variety is
increased and power is dispersed.

Then we will have an organisation of health care where there is
negotiated order through more balanced power which allows for con-
stant and adaptive change.
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~ Whatishealthresult? Even more |mportantly, how do
we manage for health resu!t'?

In this book, top clinicians and senior managers in
health services from the UK, the US, Canada, Australia and -
New Zealand write about their experiences in solving
difficult problems in a way that ensures that their (_
organisations continue to strive towards quality services,
They describe how they try to resolve the dilemma of
serving individuals and meeting their health needs while .
also addressing the needs of whole communities. .
Throughout the book the challenge is posed: are clinicians

. and managers ‘doing the right things’ or ‘doing things r'ght’ '~
in our-health care services?

4

The papers are connected by a framework of four
management building blocks and Robert Maxwell's six - :
dimensions of health care quality. The editor, in her ¢+
summaries before each paper, asks questions to be
considered while reading how these managers
manoeuvered through specific sets of orgamsatlonal
problems.

There are many lessons to be learned from these -
case studies. Readers will find them helpful in lookmg
critically at their own work and their own development in.
managing for a purpose - managing for health resuit
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