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FEive Insights for Boards of Trustees

ow that the 21st century has

arrived, trustees for Catholic health

care facilities need to view the

world in a new light. However,

what is most important is that,
based on this changing environment, they take
action—and the gkt action.

As T discussed in a previous article for Health
Progress (“Governance at the Crossroads: Post-
Millennium Trustees Face Difficult Decisions in a
New Age of Health Care,” November-December
2000, pp. 38-41, 55) our past experience and
perceptions may interfere with viewing this new
age within the appropriate context. The 21st cen-
tury requires a whole new set of rules for doing
business. The technology and economics of the
business behind health care are transforming so
quickly that determining the right actions is diffi-
cult. Modern demands necessitate flexible and
fluid responses that have not historically been a
part of health care decision-making. Discerning
the signposts of change now becomes a more
valuable skill than defining direction.'

Even strategic planning activities require a dif-
ferent approach for health care facilities to remain
viable and sustainable. In the past century, defin-
ing a vision and mission and building action with-
in its parameters was the standard for setting
direction and building organizational objectives.
In this unfolding age, though, beginning with a
vision provides a set of parameters that often lim-
its the trustees. The vision itself may become an
impediment to seeing the signposts that influence
the meaning and direction of an organization.
The emerging conflict between direction and dis-
cernment is at issue. For the 21st century leader,
discovering the contextual framework and envi-
ronmental realities ensconced in a new age is
most important. These realities can then inform
the vision in a way that guarantees it is cogent
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and relevant. These twists to otherwise familiar
processes create uncertainty and unsettle leaders
with regard to the “new” ways of doing business.?

Another major challenge in health care today is
moving past the losses associated with the dramatic
and rapid pace of transformation in health service.
Much of what health service is becoming flies in
the face of what already has been created. To
remain nimble and flexible, much of the infrastruc-
ture built on an inpatient model must be slowly
but continuously deconstructed.? The difficulty of
reconfiguring health care is certainly reflected in
the high rate of turnover among senior executives.
Altering or even dismantling health service empires
is a significant trauma, especially after the decades
spent in building them.

Because of the danger of inaction or taking the
wrong action, board and executive leaders must
develop many complex skills. To this end, five
insights deserve immediate attention. If these
basics are acted on, they can assist the besieged
trustee struggling to more quickly adapt to the
demands of this new century.

INSIGHT 1: STRONG LEADERSHIP REQUIRES SEEING
“PotenTiaL ReauiTy”

The key to good leadership is no longer embedded
in measures of current performance but in measures
of innovation.* Imagine, for a moment, just what
mapping the human genome promises. Nearly 80
percent of therapeutics for the next two decades will
be geno-, chemo-, pharmo-, or technotherapeutic.
How do these therapies affect current dependence
on complex surgery and bed-based approaches to
service and care? Strategies that do not include radi-
cal alterations in architectural and service configura-
tion are doomed to fail in this environment.®
Currently, much effort is devoted to saving or get-
ting back dollars lost from services health systems
provide. However, the real issue is: How sustainable
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are the services, proce-
dures, and processes for
which administrators are
seeking additional finan-
cial support? In truth,
the reconfiguration of
payment structures indi-
cates that many proce-
dures and their costs
may need to be readjust-
ed, reformatted, or even
eliminated.® As an exam-
ple of proactive plan-
ning, Catholic Health
Initiatives, Denver, includes a requirement in its
strategic process for innovation management, ensur-
ing that its members focus on innovation as a part of
their future planning.

Quantum physics teaches that there are two pre-
vailing realities that operate at any give time: actual
reality and potential reality.” In health care, actual
reality is composed of all those visible, “real-time”
current processes that everyone sees and to which
they immediately react. Potential reality is a state
that currently exists, but has not yet been experi-
enced, and is inevitably the outcome of processes
already under way. The role of board leadership is
to become comfortable with and firmly grounded
in potential reality. A strong leadership requisite is
to look far and deeply enough into—not over—the
horizon to be able to see what is critical and direc-
tion-setting. Leaders need to read signposts that,
when looked at in conjunction with other signals,
give an indication of the direction of change—
thereby informing good strategic decision-making.
Only when context is clear can we inform our
vision and articulate our mission.

INsiGHT 2: The Future Is Asout Goop Fir MoRe
THaN Goop Funcrion

In the Industrial Age, function became the foun-
dation on which judgments about good processes
were made and the basis for every performance
evaluation, from the work to the worker.

In this new century, the rules of work have
changed. As Peter Drucker continually reminds us,
the real focus and value of work is not so much
what each of us does (function), but how the
efforts of each worker join with the efforts of oth-
ers to advance the purposes of the organization
and ensure its sustainability (fit). Perhaps this
notion of “goodness-of-fit” would have better
advised many who threw together mergers and
alliances that did not make good sense and where
fit was not readily apparent. Now partnerships
must reflect a more fluid and transitional design;
they will rarely be permanent structures. Many part-
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nerships should last only
as long as the next inno-
vation or new direction
driven by either new ser-
vice configurations or
new technology.

Nanotechnology
teaches us that the
goodness-of-fit pe-
tween the elem(ﬂéof
effort is the fundamen-
tal condition for sus-
tainability.? Partnership,
alliance, interaction,
and relationship are now the foundations of viable
health service. Leaders should establish essential
partnerships and create the conditions in which
they will thrive. The better the fit between the
cfforts of the partners, the lower the cost of ser-
vice, the higher the quality of that service, and the
more likely it can be sustained (Taguchi’s Rule).’
Leadership must know their service populations
better than anyone, and the design of health ser-
vice should configure tightly with the character,
need, and demand of that population.

Each service setting must be configured to best
meet the needs of those it serves. The old notion
of designing services to fit the convenience of the
provider (i.e., treating the physician as a cus-
tomer instead of a partner) is useless and outdat-
ed. Health care facilities must accelerate the move
away from diagnostically defined service and
toward population-defined service (women, the
elderly, children). For example, Scripps-Mercy
Health System, San Diego, includes in all its plan-
ning activities a detailed population and demo-
graphic profile, including the political and social
county health priorities in its governance goal-
setting process. This step ensures that it remains
focused on the population served and its health
rather than solely on individual patients. All
providers need to remember that it is the conve-
nience of the end user, not provider, that creates
the conditions for them to flourish.*

Designing services to advance the conve-
nience of the provider does nothing to improve
the conditions of the population served. On the
other hand, if the perspective of those receiving
the service drives design, a strong connection
between the viability of the service and the
users’ satisfaction is established. “Fit” under-
pins every component of service design, from
architecture to performance evaluation. The
basic question of each stakeholder is not “How
well did I do?” but “How well did our team’s
work fit together to make a difference in the
lives of those served?”!

N *
“
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INsiGHT 3: SuccEss Is
Asout EFFECTIVENESS,
Nor Size

A well-understood ax-
iom states that you can-
not own your way into
good performance.
Simply buying all the
elements and compo-
nents of health service
will not guarantee that
service will be well pro-
vided or prevent the sys-
tem from going broke.
In today’s world, not owning all the components
of your service system is often the better choice.
Wise leaders understand that the more bricks and
mortar they have the heavier the burden of both
management and cost, and that they could be less
nimble when conditions change. Partnering
becomes the prevailing construct for good struc-
ture. Effective partnering allows organizations to
form the coalitions demanded at a particular point
in the service cycle and then to willingly unbundle
them and seck new partners when both the needs
and the rules change.

Much of the current work to be done by
health care leadership is dismembering some of
the health care empires that have been construct-
ed around the notion of owning the whole enter-
prise.” The system of the future should reconfig-
ure itself quickly and effectively to reflect chang-
ing technology, innovations, and consumer
demand. Developing this flexibility is the single
most challenging work of health care leadership
today. Boards must take health care organiza-
tions through three sometimes-concurrent phas-
¢s to ensure their ability to succeed in this new
environment:

® Maintaining enough current structure to pay
the bills while redesigning around more demo-
graphically specific and fluid models of service.

e Committing to transitional services and
structures that position the organization for new
services and technologies.

e Planning and creating prototype innovations
in service design and structure to reflect the gen-
eral direction of change and anticipate good and
timely response.

This more adaptable model guides service
structures and designs to create a more pliable
framework for service applications and adjust-
ments. For example, the board of Catholic Health
East, Newton Square, PA, is focusing on context
scenarios or themes before creating a vision state-
ment for their strategic activities, making sure
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their vision is congru-
ent with the emerging
environment for health
service as they plan for
the future of their sys-
tem. The more that
board and executive
leadership can incorpo-
rate concepts of new
context, positioning,
partnership, and fluid
structuring into their
models of health ser-
vice, the more enduring
the results will be for the system.*

INSIGHT 4: THE CHALLENGE Is T0 BE DIFFERENT,

Not o Do MoRre wiTH LEss

As Tom Peters articulately points out, no compa-
ny ever downsized itself into success.* Although
finding that sound ratio between cost and
demand is vital to good stewardship, it is not the
foundation for future success. Too much empha-
sis on the correct blueprint for current service
delivery sidesteps the more substantive yet chal-
lenging issue related to how the organization
needs to be positioned for long-term viability.

Current consumer trends demand that health
care facilities provide a more immediate and
intense service orientation.” Internet companies
have created a “just-in-time” business model that
is rapidly becoming the expectation of all con-
sumers. The problem in health service is that the
user is increasingly directing choice but is often
completely ignorant of what to expect and what
choices to make. Although only 43 percent of the
population is Internet proficient, that figure is up
from only 7 percent nearly 10 years ago.'* Now
we have users of health service that have wide-
ranging access but do not know enough to use it
wisely. This phenomenon now challenges
providers to incorporate user-based service mod-
els into the infrastructure of health services. Here
again, a whole new framework for designing and
organizing health service is now called for.

Aging of the population is also affecting the
design and delivery of health services. The largest
segment of the American population is now
between the ages of 40 and 65 ycars. Future gen-
erations will live into their 90s and 100s.” The
currently configured health care system simply
cannot support the needs of an aging population
in the numbers we will confront during the next
50 years.

In addition, current and future generations will
not be aging as previous generations have. These
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generations will not
wait until acute illness
overwhelms them; they
will be much more
proactive than previous
generations. They have
a better chance of stay-
ing healthier longer
simply because they are
more educated, have
access to morc infor-
mation and technolo-
gy, and can make bet-
ter choices than previ-
ous generations.

Another revolutionary factor is the fastest
growing arena of health care today—alternative
therapies. Alternative therapy generated $24 bil-
lion in revenue in 1998 alone. Seventy-one per-
cent of this type of health care is self-pay and
gives control and choice predominantly to the
consumer.” Board and executive leadership
should think about how these statistics alter the
service framework they will create. Alternative
practitioners should have inclusive arrangements
that encompass notions of admission and treat-
ment. Much dialogue has been centered around
this possibility, but few examples of working
models exist. The realm of health care is chang-
ing, but leaders must make it happen.

INsiGHT 5: Boars ARe Now LEapING MEMBERSHIP
CoMmuNITIES

The freestanding hospital is quickly becoming a
relic of the past. Health systems are becoming
“membership communities.” These communities
are made up of a host of partners who, by contract
and consent, have a stake in the integrity and viabil-
ity of the system. Included in the relationship is
their individual and collective stake in both the
quality of service and fiscal success of the system. In
these kinds of relationships, whether one part of the
system is doing exceptionally well or another part is
not does not matter. The requirement of member-
ship communities, in which the consumer will
access every part of the service structure, is that
they all perform at the same high level of effective-
ness and quality or the entire system is at fault.
Each member in the system has its own service
obligations, but all members are linked together in
a relationship that affects the viability of every
member.”

Leadership of these multiservice and multifocal
systems now requires a different skill set. No
longer can the boards or executives unilaterally
direct and control the members of the system

HEALTH PROGRESS

ystems arc

without their consent.
For example, the board
of Catholic Healthcare
West, San Francisco, is
struggling with better
ways of creating part-
nership relations with
their own workers—
from nurses to house-
keepers—reflecting a
new compact with their
own employee mem-
bers to create a better
future. Building rela-
tionships means servicing and maintaining
employees and other partners in a way that keeps
them invested, on board, and actively participat-
ing in decisions that affect the direction of the
system. This relationship requires a high level of
coordination, facilitation, and integration in the
skill set of board and exccutive leadership. It
demands a range of internal and external partner-
ships and strategic behaviors that keep people
committed and working in concert—as well as the
knowledge of when to let partners move on and
form new alliances. A radically different kind of
leader is needed in this new context.”

Te Future Requires ActioN
These five insights are not radical or revolution-
ary, but they are essential. The importance is not
so much in knowing about them, but in applying
them. Boards must now see that their most
important duty during this next decade is to com-
pletely reformat health care from the ground up.
Much of that work requires modifying or decon-
structing existing infrastructure, mobilizing ser-
vice, refocusing on consumer control and choice,
adapting to new-age technology as quickly as it
unfolds, and forming and unfurling whatever new
alliances good and continuous service demands.
Getting the stakeholders—from payers to
patients, providers to consumers, businesses to the
public sector, health service to community-
around the same table and focused on construct-
ing an effective health care system is critical. The
need for innovation and new models is central to
creating good fit between health services, the cul-
ture of the new age, and the demands of a new
demographic. Catholic health care, mission, and
ministry must now be led by those who acknowl-
edge that, if our future includes quality health care,
seeing its construction from the perspective of the
future rather than the past is mandatory. That
commitment is enough work for any board. o
Continued on page 46
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with which the system’s compo-
nents—corporate and local—can hold
each other accountable.

e “Transformation teams,” recruited
from throughout the system (but sup-
plemented as necessary by outside
experts), to carry out various tasks
(e.g., develop Internet strategy, buy
and sell asscts, build technology part-
nerships, create regions in especially
large systems).

® A system board that is of manage-
able size (e.g., nine members) and
holds efficient but brief (e.g., three-
hour) meetings infrequently (e.g.,
quarterly). These meetings should fol-
low structured agendas that go beyond
reserved powers and address issues that
have been thoroughly researched with
the aid of transformation teams.

e Operating models that clearly
show the organizational levels at which
the system’s various decisions are
made.

e Identification of services likely to
benefit from the system’s size (e.g.,
medical and information technology).

2

ResOLVING STRUGGLES FOR CONTROL
Large health care systems typically
involve three levels of operation: local
(a single facility), regional (multiple
facilities serving the same market), and
multiregional or national. In a new sys-
tem, consensus on which level should
make which decisions is seldom found.
All three compete for control.

Such competition is likely to be
especially contentious in systems whose
local members are skeptical about the
value of corporate services, enjoy a tra-
dition that combines financial success
with minimal oversight, or lack experi-
ence in sharing accountability with
other entities. Systems whose charac-
teristic culture involves conflict avoid-
ance and consensus management may
find control issues particularly knotty.

Resolution of such issues is made

CATHOLIC SYSTEMS

Continued from page 26

worse by the increasing difficulty that
multiregional and national systems have
in recruiting members for their boards.
This is especially true of mission-driven
systems that must ask their board mem-
bers to give much time, travel long dis-
tances, and lend their wisdom and tal-
ents—in return for no compensation
and little ego gratification—to the gov-
ernance of a not-for-profit ministry
serving multiple geographic markets in a
troubled industry. (In contrast, a local
facility that has, say, 100 years of history
behind it will usually have much less
trouble attracting talent and passion to
its board.) Because systems need strong
boards to help resolve control issues,
the recruitment problem is serious.
Perhaps the worst thing about con-
trol controversies is that they can dis-
tract the system’s leaders. In a newly
formed system, local facilities will con-
tinue to face escalating market chal-
lenges. System leaders must, therefore,
find a way to both resolve control
issues and cultivate local markets.

SPONSORSHIP AND BUSINESS

Catholic organizations, which current-
ly lead the formation of health care sys-
tems in the United States, are never-
theless handicapped by the fact that—
unlike competing systems—they must
focus on sponsorship issues rather than
purely business ones. They must apply
this focus, morcover, at a time when
health care is becoming an increasingly
competitive business.

Of course, Catholic organizations,
being mission-driven and sponsor-led,
have no choice but to focus on sponsor-
ship issues. Catholic health care systems
exist not to provide shareholders with a
return, but to serve the systems’ commu-
nities. Still, the sooner Catholic systems
adopt explicit business transformation
agendas and resolve control issues, the
better situated they will be to make a pos-
itive impact on those communities. o
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