DELF-GOVERNING HQSPITALS - IN A PUBLICALLY FUNDED SYSTEM!'

As you might imagine, it is a greal pieasurc for ine, having been born in Leeds, and having
spent most of my carcer working al the General Infirmary, to be invited back to the Nuffield
Centre to talk about the role of self-governing hospitals in a government-funded systemn.
This is the madel we enjoy in Canada, and the model being pursued througl the current

refarms in the UK, to create sell-governing hospital trusts.

You might understand my enthusiasm for this subject if 1 explained 1o you a little bit the
situation of my departure from England. 1 leflt in October 1974 shotlly after the {irst
reorganizalion. Prior 1o reorganization, 1 had been the Assistant Secretary to the Board for
the United Leeds Hospitals and the Deputy House Governor of the General Infirmary of
Leeds.  In working in a teaching hospital, 1 had always enjoyed linuted lreedom and
Mlexibility that you got from the fact that we were semi-aulonomous Board of Governors.
With the 1974 reorganization, the General Infi rmary at Leeds suddenly became part of the
multi-level system. Qur direct relationship witl the Ministry was replaced by a multi-tier
systemn, part of the Leeds Area Health Authorily Western District (T). As you might
imagine, going 10 work each day for the Leeds Ares Health Authorily Western District (1)
was itardly something that stitred my heart and sent blogd coursing through my veins. [ [ost
any sensc of commilinent (v the orpanization or belief that anything 1 could do was really
going o have any impact.  The reason why 1 have so enjoyed my expertence in Ontario and
why it pleases me to see this shift going an in the current system in the UK, is that T belicve
that it is Important to have huspitals as coliesive purposeful reorganizations with which their
stafl can strangly identify. This ensures that corporate values are in place that drive the

urganization in a coordinated fashion (o deliver cxernplary care and service.

Having made clear my biases (rom the heginning, I will get into the subsiance of iy

PTCsessation,
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I want to start by talking shout the
inlernational scene and then gradu ally
bring it down 1o the hospital level, For
these of you not familiar, the {irst graph
shows Canzda relative to the other
industrialized nations with regard to (he
percenage of GUDLP. spent on health,
As you can see, Canada, aflter pulling
on a little bit of an early spurt, tends to
cluster around the majority of the other

indusirialized nations and has recently
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been showing some slight

improvements, Three countries are outliers, the United States way up, and then Japan and

the United Kingdom way down. While we understand some of the problems as to why the

United Kingdom is somewhat lower, J apan remains a mystery to many of us, partly because

they seem to have diflerent accounting procedures and different admitting practices,

What is important is 10 tie those costs back
to wealth. As we keep hearing these days
we cannot improve health care serviees
withoul iinproving the wealth of the nation.
By looking al how those two particular
parameters corrclate, you can see on this
second graph, that Canada is right on the
line in terms of the slope. This SUggesls
that the amount spent vu health relaiive to
the wealth of our nation is appropriate

when measured apainst other countries.
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Again you can see a number of other countries that are olf the line. Either they are

spendling much too litlle relative to their wealth, or spending far too mucl.

The next three graphs looks at length of stay, the number of beds per 1000 and the number

of pliysicians per head of population. You will see again that Canada performs weil among
industrialized nations,
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The graph below demonstrales some of the rcasures of health and again shows Canada’s
performance relative to life expectancy, infant mortality rate, and life expectancy, 1l would

Suggest lhat we do have a well-perf arming sysiem when we look at ourselves in comparison

o ather industrialized nations.
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1lus data, however, is not an excuse for complacency as there are other Jurisdictions which
show a betler record. There are oppurtunilies to improve, both the financial effectiveness

and the overall qualily of our system.

Canada Level

[aving flaunted Canada’s position within the international situation, I want to spend a little
lime talking aboui the Canadian Healtheare Systen1. One of the misconceplions with regard
to health care in Canada is that there is such a thing as a Canadian system. In fact, health
care 1n Canada is a provincial respunsibility, and the role of the Federal Government i

purely that ol standard setting and funding. Through the Canada Heallh Act, they have
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cstablished a number of key priaciples that have to be followed in order for the Federal
Government to share in the cost of the provineial programs. However, once these principies
are met, the nalure of the system, how it is organized and how it is delivered is entirely the

responsibility of each Provincial Government. The principles that are in the 1984 Cunada

Health Act are shown here.
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Firstly, the systent has to be universai, that is, it cxtends lhreughout the population of the
pravinee being served.  Secondly, (he system lias to be comprehensive, in that it has to offer
A [ull range of health services under the plan. Thirdly, the health benefits have b be
portable so that a resident of a particolar province is covered [or their healthcare needs
when they travel between provinces znd also outside of the provingce. Fourthly, the syslem
has to be publicly administered, i.e, there is no private insurance allowed in Canada. This
i1s probably one of the major [actors thal has deterinined the nature of the system we now
enjov. I should explain that it s possible Lo insure for so-called extended healthcare
services, i.e. the cost of privale and sentiprivaie accommodation, pharmaceuticals, other aids
aiwl devices which are not covered under the guvernment plan, Iowever, the healtheure
services provided by the province cannot be insured for under any hird party insurance
scheme.  What this has done is ensure there js only one level of service in Canada. We do

not have the system as in the UK., where therc is a publicly funded system and a parallel

Private system.
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This means that all members of society depend on the same public system, the niost
wfluential and members of (he higher socio-economic classes are as dependent on the
Ontario Healthcare System as are the poot, unemployed ete. Asa consequence, whenever
there is a problem in the system, those with influence and access to the media ensure that

this docs not go undiscussed, Govermments therefore are very sensilive 10 the needs of the

System and to ensuring that it is responsive.

The Canadian system costs in excess of $30 billion and 1 shoyld explain thal when talking
In terms nf numbers, in Canada, as in the res{ of North America, a billion is one thougand

million which is not the larger value of the term billion in the UK,
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I'would now like o move to the provincial level where us I said, healtheare s organised and
telivered. You can see ihe Government of Onlario’s problem when we look at the graph

above. Notwithstanding the fact that health care cxpenditure has retained ils relativity Lo
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wealth as a cost to the province., The year-over-year increase in dollars being spent on
health increused at an average of [2 per cent, This is a major concern for us zl| and is the

province's most difficult financia! problem,
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What is important is to undersiand where lbat money is going. You will see from this pie
chart ubove that hospital expenditure has diminished in thelr shure of the provinee’s health
care dollars. We were consuming some 50 per cent of that dollar fust over 10 years ago and
11 is 43 per cent of that doilar today, so that relative to the other caomponents of the health

care pie, we have been doing fairly well.

This is further amplified on this next graph which shows Ontaric hospital expenditure as a
percentage of G.D.P., which despite the initiul blip has been relatively stable and in fact is
going down, The real increases are in the percentage of G.I).P. being spent on professional
services. This is predominantly physicians and other practitioners fees. There are similay
Increases in the drugs and devices column which includes pharmaceuticals, orthotics and

prosihetics devices. These are the growing component in the cost of our health care systenm.
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Whal I am trying to demonsirate is tiat
from a huspital’s perspective we beljeve

thut we've done a relatively good job at

FASTITAL YISITS EFON ORI AH 0 Lagary

holding the lid on our expenditures. % e
This is particularly significant in relation - | B 11

HLIJBEN  EOREa) "
to our activities. For gut only have we | 2. . o H
been keeplng control {rom a dollar _—
perspective, but during that sume periol - ».
the volume of what we do has increased v | '-' L

drammatically. In this chart, you will see

AR5

inpalent activity s unchanged

notwithstanding (he increase in the

demands ol the population. This wus
achieved by providing more and more care on an ambulatory and community basis. The
above graph shows that the amount of oulpatient visits and (reatments and ambulatory care

and surgery hus more than doubled gver the last teq years. Particularly [rom academie
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hospitals, there is much we can do and

‘Through base support and uttracting

medical device industry thus enables us to use our hospital's research capabi

wealth,

Having dealt with the world

abuut gur hospitals, how they operate, why
4 sell-governing stalus is s impaortant to their effectiveness, P

about hospitals as the most complex organizations that exis,

dimensions, The fi
agencics, ete, Here is a list of the sort of
Nave 4s organization. Financially we are
for  the

accountable to

Bovernment
operating revenue that they provide, and
similarly to any other insurance copany or

paynient agelcy,

We are accountable (o our patients, a8 our
clients/eustomers, and should be directed

by their needs and requirements.

We dare accounmable to  the VHTILUS

cmmunities that we serve ang have tg

rst is due to the fact that we are accountable (o so

arc doing in the research ami development area,

reseurch oriented companies in (he pharmacentical and

scene, Canada and Ontario, [ am going to talk more specificall

they are such complex organizalions, and why

accountabilities that T feel that most hospitals

lities to create

eter Dhucker has written

The complexity fras many

many different parties,
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demuonstrate that we are responsive to their needs,

As academic hospitals we lrave educational

1400 students.

Sunnybrook perspective, we have gver $10 million dellars

0N BVery year,

accuuntabilities. Sunnybrogk for example, has

We are also a major rescarch crganization.  Again speaking {rom the
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We also have major ethical and legal accountabililies, whether this is through government
becawse of regulation and legislation, or just as part of the health care system in ensuring

that we live up to the highest ethical standards.

We wre also accountable to the system as a whole, That is a very important responsibility.
We have o recognize that we work within a system, One of the major criticisms hospitals
currently enjoy is that they are somewhat amionomous and self-interested, Part of the
problem, I believe, is that nature abhors a vacuum and as such hospitals fill the vacuum
which is created by the lack of definitive strategies for hospitals within the health sysiem.
[n miany ways, their competitiveness and independence is more duc to the Inck of an

integrated framework within which they [unction.

We are also accountable to our peer hospitals, One of the things which certainly attracted
me 10 work in Onlario was the degree to which hospitals are autonomous and the freedopm
Ienjoy to make changes. Tlowever, through such systems as accreditation [ am accountable
lor my urganization’s performance, We have to be open and willing to allow our peers in

o assess how we are perfuorming and demonstrate we are doing an cileclive job and using

Lur resources well.

We are also accountable to our staff.  As many of you are aware, hospitals are
predorminanily people, that is whal we consist of: 75 per cent of our budgets are spent on
people. How those peaple behave and interact and how we manage to excile them and

enjoy their commitment v our organizations, is the measure of our SUCCess as organizalions.

Finally we depend on referrals from other orgunizations or other professionals and we have
to demonstrate that we effectively deal with the clients and customers they send and provide

appropriate feedback for what we clo.

Each ol the previously mentioned accountabilities has u unique dimension 1o it. Some are
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contradictory and one of the reasuns why hospitals need to be free is to balance those
accountabilities. When Lleft the United Kingdom which was a government-operated system,
the only accountability appeared te be Lo povernment. We had lost our sense of
accountabilily to the patient and the client. In my view, the overriding need fur self-
governing hospitals in England is the recognition that if there are to be healthy hospitals,
they have to be relatively free to meet and balance the many demands of accountability

upon thetn and not he seen to be just accountable in one single direction,

1'he second dimensian of the complexity we face as organizations, is similar to that faced
by all organizations, whatever business they arc in. This particular chart helow details the

componeits ol an organization that, if managed well, create a healthy well ran entity.
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The next diagram is an example of a
matrix organization, 1think we have

to spend more  time on the AL

hotizontal dimension. We have to |"”EE'“”'J

show that the main focus of our [,:,..w. ‘ Lm‘ |7.,4‘ L w

orgajuzation is  the patient, {he '; |_
|

client.  In fact the majority of

problems 1 face as President of

sunnyhrook are concerncd about

where the system breuks down in | B l '
the interface between dilferent e [ri————— —

departments, divisions, professionals,

Huw we process patients through

and provide a smooth interaction

with those many departments is the challenge, This is what determines a successful
outcome. We lrave therefore to look at our organizations and {ocus them on what we wart
Lo uchieve as outcomes than the somewhat self-inlerested needs of Lhe different prolessions

and disciplines who typically {find comflort in herding together in great numbers.

In addition to organizing, we have (o develop our people,  Again, we are a pecple-
tlependent industry, we have to focus on ensuring our personnel are excited by our
organizations and in working fur us. We have to find ways to identify and ensure that they
have opportunities to develop to their full potential. Conversely we have to find ways of

helping the people who no longer {it in our organizalions to find other avenues and careers

which best suit them,

The last component is controlling and monitering. Hespitals have been very slow off the
ground al providing the iype of information they need to elfectiveiy control and monitor

their performance, This is a major responsibility, a very expensive responsibility. Potentially
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hospitals should be spending 2 1o 3 per cent of their budygets on Lhis activity. That is a
signifreant number of dollats being spent on the needs of information. Without it, however,

we cannot manage effectively und be accountable for the effective use of our respurecs,

Finally none of these points work independently, they are all interdependent. Leadership
brings together all the points. The development of people is ubviously crucial und part of
the overail culture and climate of the Organization. How people develop affects the
organizational streclure. Flow we monitor peoples effectiveness aflccts how we develop
them. Each of the points interrelales to the others amd has to be looked upon again as a

balanced whole. The health of our hospitals us organizations comes from how well we are

able 1o integrate those respective points.

The final part of my presentation is to

talk aboui the freedom we need to
ALITOROMN Y 2 D CRERTRAL 22T | Tkl
mantain - our  hospitals s heallhy

i.'.lllll\.hl'|-I Lowmn, h.-p:..-n|jl Eflh'rp

nrpanizations. | made veference 1o the

luct  that the wautonomy of our ot 4ALA A
Mudarta Fic:udurne

wrganizations i3 a crucial component of -

. . . FRT 0
their onhgoing success.  People like
myselfl, are stimulated by the challenge _

' don Umerripkoen, Marformpngen,

and  the opportunily to make 2 Evpactnd tan

difference.  We can only make a

difference if we have an aren of

[reedom within which we work, That
does nolnean as organizations we want total autonomy and that we are poing to work as
anurchists just doing what we wish. We do need a framework but a [ramework that leaves
o large enough space for us to deterinine how we are hest able to do our jobs, The
anework, as shown above, is forned by the fact that there are external cultural influences,

there are legal requirements, and there are external maral and ethical boundaries put upon
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NS as organizations,

Siimilarly, there are policies and procedures that ure determined externally.

There are also external planning systems that will influence what we do as part of a health

care system, and budgets that we will have to live within and be committed to.

Finally there are performunce specilications and descriptions of whal we should do as

urganizations and as individuals,

Bearing these limitations in mind, there still has 1o be a large enough area of freedom to
provide our organizations with exciting vpportunities.  This similarly applies to the
governance of our organizations. We are vnly going to attract Directors to our Boards if
titey feel they have some freedom to muke a difference. It is to my mind (he ethos of

healthy arganizations (hat they have the frecdom to pursuc the strategic [oci I tatked about.

Having created the area of freedom for the organizations, it is ny challenge o provide an
area of freedom for each of the departments and employees of my organization. Therchy

they are challenged and they are free Lo make a difference in their own areas.

I'have tried to vutline to my mind the fundamental components and benefits of a self-
BOverning system Lor hospitals. As | have stated, it is not a problem-lree model, particularly
with regard to how the system is planned and integrated. Huwever, these deficits can be
overcome and are greatly outweighed by the benefils that come from a system which truly
focuses on the paient. 1 have often used an anulogy that I believe the fundumental
differences between the UK., the US.A. and the Canadian systems are as follows. If YiHI
lvoked from afar al the UK. systent, you would determine that the njor customer js in fact
government. Because of the hierarchiul bureaueratic nature of the structure, 1t forces those

involved in the manageient of (he system and delivery of (he system 1o be constailly
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wurrled mhout the reaction of the next level of the bureaucracy to their actions. In the U.S.
wstmu | perceive the fundamental customer of the hospitals to be the physician. My
involvement in professional aciivities lead me to believe that the concern of most 1.8,
hospilals is how do they market their services to physicians, which will then result in the
physicians relerring paticnts and business. What I like to believe is Lhat the Canadian
system believes its customer is the patient. This is because 1 belicve we are sufficiently
dutonomaous not 1o he constanily looking over our shoulders at government, aml can truly
design our services to meet the needs of the patient and where appropriate, act as patient’s
advucate,  Our system is not perfect but I do believe Canadiun hospitals have provided a
service which is stow universally recognised as the best in the world and is so supported by
the public that it receives an approval rating that is not met by any other service or

individual in the country. | hope the Self Governing Trust initiative will lead to similur levels

of custonier satisfaction in the UK,

Ln a personad note, I will close by suying that 1 get a lot of satisfactivn from my job, This
comes from the sense (hat [ am able to create the sort of organization that I feel will best
deliver the care and services we are funded 1o provide. 1 have the freedom that constantly
provides me with new and unique challenges to extend mysell and my capabilities Lo their

ltllesi extent,

Thank you very much,
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