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CHAPTER 1
INTRODUCTION

One of the trends in the hospital industry over the last several decades has been
consolidation and corporate reorganization. Whether through merger or acquisition,
Many hospitals across the country have abandoned self-governance to form integrated
healthcare systems (Pointer & Ewell, 1994).

The integrated healthcare system has been proposed as the future organizational
model for healthcare delivery (Shortell et al., 1993). Shortell and colleagues define an
integrated system as "a network of organizations that provides or arranges to provide a
coordinated continuum of services to a defined population and is willing to be held
clinically and fiscally accountable for the outcomes and health stafus of the population
served" (p. 447).

While many aspects of integrated healthcare system development are being
addressed in the literature, one area deserving of more attention is governance. The
distinctive governance challenges that will be faced by systems often remain
unrecognized and unaddressed (Alexander, Zuckerman & Pointer, 1995).

The integration of diverse operating entities under the umbrella of the system

has been identified as an important responsibility of integrated healthcare system



governance (Alexander, Zuckerman & Pointer, 1995). Pointer and Ewell (1994)
suggest that the coordination of governance activities can pose difficulties for
developing integrated systems and that issues such as board responsibility, authority,
and accountability, at both the system and regional levels, have to be resolved.
Communication challenges may arise as systems grow in size and complexity. System
boards may lose touch with the unique ciréumstances and needs of system member
organizations. Governance may serve as a facilitator of], or a barrier to, achieving

integration.
Problem Statement

The problem which has led to this study‘ is that hospitals have evolved into
integrated healthcare delivery systems without establishing governance responsibilities.
Research studies have identified the key issues and challenges related td

integrated healthcare delivery system governance: establishing governance functions,
defining roles, responsibilities, and authority levels, establishing coordinatifsh between
governing bodies, establishing system goals and strategies, establishing board
membership, establishing physician participation in governance, and establishing the
flexibility to change and adapt governance structures in response to deﬁvéfy system
evolution (Alexémder, Zuckerman & Pointer, 1995; Conrad & Shortell, 1997; Toémey
& Toomey, 1993). However, healthcare researchers have yet to identify the aspects of
governance, which facilitate effective constituent representation in integrated delivery

systems.



Purpose of the Study

The purpose of the study was to describe the governance practices of regional
hospital boards of an integrated healthcare delivery system in advocating the healthcare
needs of their local communities.

This was a case study of eight regional hospitals operating within one integrated
delivery system. The case study method is a research strategy which focuses on
understanding the dynamics present within single settings (Eisenhardt, 1989).
According to Eisenhardt, case studies can be used to accomplish various aims, which
include providing description (Kidder, 1982), testing theory (Pinfield, 1986; Anderson,
1983), or generating theory (Gersick, 1988; Harris & of Sutton, 1986).

Both Eisenhardt (1989) and Yin (1989) suggest that the case study method is a
valuable research tool. "Case studies typically combine data collection methods such as
archives, interviews, questionnaires, and observations. The evidence may be
qualitative, for example, words, quantitative, for example, numbers, or both" [sic]
(Eisenhardt, 1989, p. 534). By employing various procedures, Denzin and Lincoln
(1998) suggest that the likelihood of misinterpretation is reduced, and that multiple
perceptions serve to clarify meaning by verifying the repeatability of an observation or
interpretation. Because the case study method uses multiple forms-of data collection, it
is possible to address a broader range of historical, attitudinal and observational issues

than would be possible in survey research (Yin, 1989).



The case study method was utilized for the study because it allowed for the
collection and analysis of both qualitative and quantitative data and was better suited for
the tasks of investigation and discovery than are conventional quantitative methods

alone.
Research Questions

The study responded to the following research questions:

Research Question #1:. What do regional board members understand about
their roles as cominunity representatives?

Research Question #2: How do regional board members identify the healthcare
needs of their local communities?

Research Question #3: How do regional board members apply the knowledge
they acquire about community health needs?

Research Question #4. How do healthcare system board members identify the

healthcare needs of their regional hospital communities?
Assumptions

The following assumptions guided the study:

L. Regional hospital board members responded honestly in identifying
perceived local healthcare needs.

2. Regional hospital board chairs, by virtue of their experience, accurately

assessed the overall quality of their respective board governance processes.



3. Corporate staff and regional hospital administrators accurately assessed

the overall quality of the governance processes within their organizations.
Limitations

Limitations of the study included the singularity of the integrated healthcare
deiivery system investigated, the narrow scope of perspectives sought, and subjectivity
on the part of the researcher.

The case study methodology was applied to one integrated healthcare delivery
system only. No attempts were made to gather data on other integrated healthcare
delivery systems for comparison purposes.

The study was based exclusively on regional hospital administrator and board
member perspectives. Their comments and observations reflect the perspectives of
insiders to the organization. No attempts were made to solicit community member or
patient perspectives.

A final limitation was researcher subjectivity. The potential for researcher bias
existed because the researcher was a former healthcare administrator with the system

being studied.



Definition of Terms

Advisory board. Subordinate body that provides advice and counsel to the

governing board.
Affiliation. An agreement, usually formal, between two or more otherwise

independent hospitals, programs or providers describing their relationship to each other.

Ancillary services. Support services and procedures offered in hospitals or
outpatient settings, such as laboratory, radiology and pharmacy services.

Coordinated care. Health care provided on a continuing basis from the initial

contact with a physician or clinic and following the patient through all episodes of his or
her medical care needs.

Cost containment. Control or reduction of inefficiencies in the consumption,

allocation or production of health services that contributes to the high cost of health
care.

Governing board. Legally mandated, superordinate body that assumes

ultimate responsibility for the affairs of the organization on behalf of the organization’s
owners for whom it serves as agent.

Healthcare system board. Legally mandated, superordinate governing body of

an integrated healthcare delivery system that assumes ultimate responsibility for the
affairs of the organization.
Horizontal integration. The linkage or network of similar types of providers,

often in different geographic regions and serving different markets. It is used as a



competitive strategy by some hospitals to control the geographic distribution of health
care services.

Hospital. Health care institution with an organized medical and professional
staff and with in-patient beds available around the clock, the primary function of which
is to provide inpatient medical, nursing, and other health-related services to patients for
both surgical and non-surgical conditions, and which usually provides outpatient
services and emergency care.

Hospital, acute. Hospital that treats patients in an acute phase of illness or

injury.

Hospital, investor-owned. Hospital that is owned and operated by a corporation

or an individual and which operates on a for-profit basis.

Hospital, non-profit.: Hospital that is owned and operated by a corporation and

which operates on a non-profit basis.

Hospital, not for profit. Hospital that operates on a not for profit basis under the

ownership of a private corporation. Typically, a not for profit hospital is run by a board
of trustees, is exempt from federal and state taxes, and uses its profits to cover capital
expenses and future operating costs.

Hospital, regional. Hospital, usually short-term, general and non-federal, the

services of which are available for use primarily by residents of the community in which
it is located.

Indigent care. Medical care for those who cannot afford it.



Integrated healthcare delivery system. "A network of organizations that

provides or arranges to provide a coordinated continuum of services to a defined
population and is willing to be held clinically and fiscally accountable for the outcomes
and health served." (Shortell et al, 1993, p. 447).

Liaison board. Advisory governing body fhat coordinates the activities of
regional hospitals. Acts as a link between the regional hospital boards and the
healthcare system board. Membership consists of one representative from each regional
hospital board, one representative of the healthcare system board and healthcare system
management. Officially known as the Regional Services and Facilities Board.

Organized delivery system. A network of organizations that provides a

coordinated continuum of services to a defined population. This term is equivalent to
integrated delivery system.

Provider. Hospital or health care professional who provides healthcare services
to patients. May be an entity (hospital, nursing home or other facility) or a person, such
as a physician or a nurse.

Regional hospital board. Governing body of a rural hospital, which provides

healthcare services to a regional community.
Trustee. A member of a hospital governing body.

Vertical integration. The combination of different tYpes of providers to make

available a comprehensive array of services. Full vertical integration exists when the

full continuum of care is represented.



Significance of the Study

"More than fifty percent of all hospitals in the United States are now members of
multi-facility systems" (Pointer & Ewell, 1994, p. 7). Hospitals have integrated, both
vertically and horizontally, to cope with increased competition and achieve financially
viability. Pointer and Ewell state that the basic fabric of the healthcare industry has
undergone profound change, and suggest that the implications of this evolution have yet
to be fully appreciated.

As health care delivery organizations develop into integrated healthcare systems,
new and important challenges arise about how to create effective linkage mechanisms
between the various governing levels and the communities they represent. Research is
lacking on integration strategies for developing integrated delivery systems and on how
governance processes should be organized to enhance organizational effectiveness.

The development of integrated healthcare delivery systems represents a new
stage of evolution within the healthcar¢ industry. Data about integrated delivery system
development are just beginning to emerge and need to be fully explored. Many
questions remain unanswered, including those related to the role of governance in
facilitating or hindering system integration.

The study examined the role of regional boards in functioning as community
representatives, explored the potential of community representation as a vehicle for
enhanced system integration, and investigated governance and board development
strategies to enhance community representation. The study sought to augment the

literature on healthcare integration, governance, and board development.
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Chapter Summary

This chapter presented an introduction to the study. The remainder of the study
is presented in four chapters. Chapter II is a review of the literature relevant to the
study. The study design and method are outlined in Chapter III. The findings are

“presented in Chapter IV. Chapter V includes conclusions, recommendations for further

research, recommendations for future practice, and the implications of the study.



CHAPTER II
REVIEW OF LITERATURE

Research has been defined by Gay (1992) as “. . . the formal, systematic
application of the scientific method to the study of problems.” The goal of research is
to explain, predict and/or control phenomena. This goal is based on the assumption that
all behaviors and events are orderly and that they are responses that have discoverable
causes. Progress toward this goal involves the acquisition of knowledge and the
development and testing of theories. In the absence of a well developed body of
knowledge concerning the governance of integrated healthcare delivery systems, the
study seeks to explore some of the underlying factors and relationships resulting from
this new model of healthcare governance in order to augment existing knowledge and
provide data for later research.

While no substantive body of knowledge exists, the study did not begin without
a foundation. This chapter presents an overview of the literature that guided the study
and continues to inform our understanding of governance and board development.

Background information about ‘the development of integrated healthcare
delivery systems is presented. The governance of integrated healthcare delivery
systems follows. Literature pertaining to board roles and responsibiliti_es is presentcd.
An overview of resource-dependence theory is provided. The chapter then presents

case study methodology and concludes with a summary.

11
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Development of Integrated Healthcare Systems

Healthcare providers cannot ignore the current driving forces that mandate that
hospitals and physicians establish a new paradigm for providing healthcare. Like other
industries, healthcare is undergoing a revolution in which traditional methods of
operation are being challenged (Berwick & Nolan, 1995; Roberts, 1996; Shortell,

Gillies, et al., 1996).

Background

If healthcare has been a growth industry for the ﬁast 50 years (Pointer & Ewell,
1994; Shortell, Morrison & Friedman, 1992), this has been especially true for
hospitals. Private health insurance coverage was introduced in the 1930s. In the 1940s
and 1950s, the Hill-Burton Act encouraged and supported extensive postwar hospital
expansion. With the passage of Medicare and Medicaid legislation in the 19605,
healthcare for the elderly and the poor was more financially accessible. Health
manpower legislation led to the successfulvexpansion of providers and ‘increased the
public’s access to healthcare services (Pointer & Ewell, 1994; Shortell, Gillies, et al.,
1996). |

With the explosion of medical knowledge, the hospital became an essential
partner for the physician. Advances in surgery required radiology and laboratory
diagnostic facilities, operating theaters, anesthesiologists, trained surgical personnel and
facilities for postoperative care. The hospital’s ability to provide these services and

personnel made it an important resource for the community.
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These community not-for-profit hospitals financed the heavy capital
expenditures, providing facilities and equipment which were paid for by the
community. The Hill-Burton Aqt, federal legislation enacted after World War II,
assisted hundreds of communities to build not-for-profit hospitals. By the 1980’s there
were 6000 community hospitals. Regional community hospitals are found in all but the
smallest villages across the country.

Most hospitals in the United States are community hospitals. There are three
major types of ownership: the government, not-for-profit and for-profit. Government
hospitals are owned by federal, state, or local governments. Not-for-profit hospitals are
owned by corporations established by private groups for the common good rather than
for individual gain. As a result, they are granted broad federal, state, and local tax
exemptions. Not-for-profit hospitals constitute to be the largest single group of
community hospitals. As a consequence of their commitment to not distribute profits or
assets to any individual, not-for-profit hospitals are legally dedicated to the collective
good. For-profit hospitals are owned by private corporations which are allowed to
declare dividends or otherwise distribute profits to individuals. Often referred to as
investor-owned, they pay taxes like other private corporations (Griffith, 1995).

The vast majority of community hospitals in the United States are owned by the
communities they serve. The owners of record hold the assets, including any
accumulated profits, in trust for the citizens of the community.

During the last decade, the United States has witnessed the beginning of a major
reorganization in its healthcare delivery system (Alexander, Zuckerman & Pointer,

1995; Conrad & Shortell, 1997; Pointer & Ewell, 1994). The 1970s and early 1980s
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were dominated by the horizontal integration of hospitals at the local, regional, and
national levels. The movement in the last few years has been toward organized,
vertically diversified, and integrated delivery systems (Conrad & Dowling, 1990;
Robinson, 1994).

Integration is defined as the process by which activities are formed, coordinated,
or blended into a functioning or unified whole (Merriam-Webster, 1989). Integration is
a central component of health system change (Conrad & Shortell, 1997; Miller, 1996;
Shortell, Gillies, et al., 1996). Integration is seen as a means to an end, rather than an
end in itself. Several types of integration activities are seen as offering the possibility of
lowering administrative costs, reducing medical care prices, utilization, and
expenditures, and producing higher quality medical care (Conrad & Dowling, 1990;
Miller, 1996; Shortell, Gillies, et al., 1996). As Shortell, Gillies, et al. report, “A
variety of healthcare organizations, including hospitals, physician groups, health plans,
home health agencies, skilled nursing facilities, and others are joining together to form
organized or integrated delivery systems with the intent of delivering a broad array of

services across the continuum of care in a cost effective manner.” (1996, p. 7).

Definition of an Integrated Delivery System

An integrated delivery system is defined as “a network of organizations that
provides or arranges to provide a coordinated continuum of services to a defined
population and is willing to be held clinically and fiscally accountable for the outcomes
and health status of the population served.” (Shbrtell. Gillies, et al., 1996, p. 7; Shortell,

Morrison & Friedman, 1992). Integrated delivery systems can take many forms.
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Integration may occur horizontaily and vertically. Horizontal integration involves
affiliation under one management umbrella of organizations which provides similar
levels of care. Horizontal integration usually involves consolidation of resources
among the organizations, with the goals of increasing efficiency and taking advantage
of economies of scale. Vertical integration involves affiliation under one management
umbrella of organizations which provides different levels of care one from the other.
Goals include increasing efficiency, enhancing coordination of care, and providing “one
stop shopping’; for managed care purchasers and physicians (Conrad & Shortell, 1997,

Miller, 1996; Shortell, Gillies, et al., 1996).

Models and Types of Integration

Several authors have attempted'to classify approaches to health care integration
(Alexander et al., 1996; Burns & Thorpe, 1993; Charns & Tewksbury, 1993; Miller,
1996; Shortell, Gillies, et al., 1996). Chamé and Tewksbury (1993) identified nine
configurations of organizational collaboration among providers, all reflecting the
functional to product line organizational designs advanced by Galbraith (1973). Burns
and Thorpe (1993) suggested four basic models: physician-hospital organizations
(PHOs), management service organizations (MSOs), foundations, and integrated
healthcare organizations (IHOs). Researchers involved in the Health Systems
Integration Study (Gillies et al., 1993; Devers et al., 1994) identified three types of
integration: clinical, physician/system, and functional. The clinical, physician/system
and functional categories “largely reflect the degree to which hospitals in a system share

similar administrative systems, physician contract opportunities, medical staff
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organizations and credentialing processes, quality assurance processes, clinical
protocols, medical record features, support services and clinical services” (Alexander et
al., 1996, p. 73). The variety of integrative approaches now found in the healthcare
industry reflect varying solutions to the problem of managing interdependence between
physicians and hospitals (Alexander et al., 1996; Conrad & Shortell, 1997; Miller,
1996).

Integration approaches have also been driven by the parties’ desires to align
their economic and strategic interests. The most visible are mergers and acquisitions,
although an early integration form was contractual networks (Conrad & Shortell, 1997,
Miller, 1996; Shortell, Gillies, et al., 1996).

Contractual networks are nonownership contractual relationships between
organizations with separate managerial hierarchies and which agree to coordinate
activities with each other over time. A contractual network is formed by a healthcare
system contracting with a family practice clinic to provide services on its behalf.

An integrated organization of physicians and hospitals is vertically or
horizontally integrated with one managerial hierarchy. Vertical integration exists when
one organization generates the products that either suppliers or producers can
manufacture or acquire. An example‘ of vertical integration is a healthcare system that
employs physicians directly. Horizontal integration involves acquiring an organization
that produces similar goods or services. A healthcare system that purchases an
outpatient surgery clinic is an example of horizontal integration.

Physicians and hospitals have become more closely aligned with the onset of

integration. Physicians are increasingly linked economically to individual systems.
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They may use a particular system’s facilities and services somewhat more exclusively,
and participate more actively in planning, management, and governance (Conrad &
Shortell, 1997; Miller, 1996; Shortell, Gillies, et al., 1996).

Creating integrated organizations and contractual networks can be prerequisites
to other types of integration (Miller, 1996; Conrad & Shortell, 1997). Clinical
integration, physician/system integration, and functional integration become the logical
next steps for organizations aspiring to positively affect health care costs and enhance
medical practice (Conrad & Shortell, 1997; Miller, 1996; Shortell, Morrison &
Friedman, 1992).

Clinical integration is defined by Gillies (1993) as “the extent to which patient
care services are coordinated across the various functions, activities, and operating units
of a system” (p. 468). This type of integration focuses on the ultimate customer, the
patient. Physician/system integration is “the extent to which physicians are
economically linked to a system, use its facilities and services, and actively participate
in its planning, management, and governance” (Gillies, 1993, p. 469). Functional
integration is defined as “the extent to which key support functions and activities, such
as financial management, human resources, strategic planning, information
management, marketing, and quality improvement, are coordinated across operating
units so as to add the greatest overall value to the system” (Gillies, 1993, p. 469).

Many of today’s successful community hospitals have evolved into integrated
health care organizations (Griffith, 1996). These organizations typically share several
common characteristics. According to various authors, successful integrated healthcare

organizations have a community rather than a membership orientation (Conrad &
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Shortell, 1997, Gillies, 1993; drifﬁth, 1996; Shortell, Gillies, et al., 1996). A
community orientation occurs when an integrated healthcare organization seeks to
improve the health status of those living in those regions it serves. A membership
orientation occurs when the organization seeks to expand its geographic coverage for
the additional prospective patients. Having a community orientation is seen as a
distinguishing source of market appeal. Griffith (1996) predicted that the transition to
integrated healthcare systems would be slow and that newly integrated organizations
would have to expand their technical skills and capabilities to control costs and quality.
There are several driving forces behind the move to develop integrated health
care organizations (Conrad & Shortell, 1997; Griffith, 1996; Shortell, Gillies, et al.,
1996) . One such force is the sharply increased price orientation by health insurance
buyers who have shown a willingness to move aWay from traditional relationships and
toward new contractual arrangements. As price orientation has been shown to be
effective in reducing cost, it may become more widespread, with a potential for cost
reductions in the 20 to 30 percent range (Griffith, 1996). The strength of commitment
to price orientation, and the speed of the transition, varies from community to
community based on buyer beliefs about managed care. Another driving force behind
the move to develop integrated delivery systems is the large number of Americans
concerned about what they perceive as the quality of medical care under managed care.
Provider response is seen as a factor that can encourage the spread of price
orientation (Griffith, 1996; Miller, 1996). As Griffith explains, “If providers can make
actual clinical practice more cost-effective and still attractive to the patient and buyer,

resistance is reduced” (1996, p. 10). Griffith observes that while demand for price
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orientation is strong and likely to be permanent, it is neither universal nor uniform
across communities. He predicts that gradual and muddled change toward integrated
healthcare organization development may be the more realistic scenario for most
communities.

The state of the current health care system in America is one characterized by
conflicting financial incentives, escalating cost containment pressures, and often
unrealistic patient expectations (Shortell, Gillies, et al., 1996). A comprehensive, four-
year study of eleven integrated health systems conducted by Shortell and Gillies
examined successes and failures and .made recommendations for developing and
implementing better integrated, more cost effective delivery systems. The systems

included in the study were the following:

Baylor Health Care System, Dallas, Texas

- EHS Health Care, Oak Brook, Illinois

- Fairview Hospital & Health Services, Minneapolis-St. Paul, Minnesota
- Fransiscan Health System, Aston, Pennsylvania

- Henry Ford Health System, Detroit, Michigan

- Mercy Health Services, Farmington Hills, Michigan

- Sentara Health System, Norfolk, Virginia

- Sharp HealthCare, San Diego, California

- Sisters of Providence Health System, Seattle, Washington

- Sutter Health, Sacramento, California

- UniHealth, Burbank, California



An excellent health system, according to Shortell, Gillies, et al. (1996) is one
that has the ability to consistently provide well coordinated, continuous care that
produces desired outcomes for each patient. The authors cite the key elements of an

ideal health system. They are as follows:

Focuses on meeting the population’s health needs

Matches service capacity to meet the population’s needs
- Coordinates and integrates care across the continuum
- Has information systems to link patients, providers and payers

- Is able to provide information on cost, quality outcomes and patient
satisfaction to multiple stakeholders

- Uses financial incentives and organizational structure to align
governance, management, physicians, and other caregivers in support

of achieving shared objectives

- Is able to continuously improve the care that it provides

Is willing and able to work with others to ensure that the community’s
health objectives are met” (p.17).

Developing an ideal system, according to the authors of the study, involves
overcoming the fragmentation of the current systems. Fragmentation is caused by
imperfect information, incomplete communication, conflicting incentives, and
organizational and professional biases (Institute for the Future, 1993).

Based on their research, Shortell, Gillies, et al. (1996) recommend that in order
to counteract these influences, healthcare administrators in the process of forming
integrated healthcare delivery systems should develop a “community health care

management system”. Figure 1 outlines the key components.

20
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Community Health Care Management System

Clinical integration
o Across the continuum of care

Physician-system intggration
* Multiple models/approaches

Functional integration

e Financial

¢ Human resources

¢ Information systems

e Strategic planning

* Total quality management

Culture Strategy Leadership

>

Figure 1. Community Health Management System (Shortell, Gillies, et al., 1996, p. 43)

Shortell and Gillies (1996) recommend that the new healthcare system Begin
with kﬁowledge of its current and futuré customers and the communities in which they
reside. Thisisa community/population—based‘health needs assessment. The process
includes defining the specific segments of the populaﬁbn and geographic area that the
system wishes to serve. | The service area and target population are determined by the
system’s mission and values and by the presence of other health vproviders, systems, and

resources in the community.
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They emphasize that what is important is to project the needs of the various
groups and to convert these into the likely utilization of health care services and
resources. Shortell, Gillies, et al. (1996) conclude that to the extent that capitated
payment or prepayment of some form continues to grow throughout the country, health
systems have an incentive to take a more assertive and activist stance toward
maintaining and promoting the health of the populations which they serve. Maintaining
and promoting community health involves taking a broader perspective of what
constitutes good heath and leads the system to becoming more involved in issues that
influence community health, such as. crime, alcohol and substance abuse, and démestic
violence. Examples of systems which have implemented such assessments are the
Hospital Association of Pennsylvania, which has developed a five-phase model
implemented by The Crozier-Keystone Health System in Media, Pennsylvania, and the
Allina system in Minneapolis-St. Paul.

According to Shortell, Gillies, et al. (1996), based on the community/population-
based health needs assessment, systems can determine the resources and services to
offer. Once the resource requirements and service offerings have been determined, the

system then moves to aligning its caregiver, management, and governance structures.
Governance of Integrated Healthcare Delivery Systems

As healthcare delivery organizations develop into organized delivery systems,
new and important challenges arise with respect to governance (Alexander et al., 1995).

Governance structures must be changed to reflect responsibilities for the health of
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defined populations, with greater attention given to achieving systemwide objectives in
addition to individual operating unit objectives (Shortell et al., 1996).

The hospital board is legally responsible for hospital affairs. Governing boards
of the system are legally responsible for system affairs. A governing board shares
power with managers who are its delegates and with physicians, most of who are not
employees. While the legal powers of governing boards have not changed in any way
in recent years, the increase in the number of healthcare systems has meant that many
regional hospital boards now find themselves answering to a governing system board.

Governance can serve as an important facilitator of, or barrier to, healthcare
system integration. Alexander, et al. (1995) said that as integrated systems assume
greater responsibility for the health status of a defined community, governance will
carry much of the burden of transcending the needs and interests of both community
and system.

Although organizations have been around for thousands of years, boards date
back only several hundred (Pointer & Ewell, 1994).: The corporation as we know it
emerged after the Civil War. Large and complex tasks needed to be accomplished.
Railroads needed to be constructed, oil to be located, pumped, and distributed, goods to
be produced and marketed, and health care services to be provided to the community.
New mechanisms to raise capital had to be created in order to support the enormous
expense of these endeavors. Entities called corporations could raise large sums of
money through the sale of stock. Investors, however, sought to protect their ownership
interests through boards. With the creation of boards, organizational control was

separated from ownership. Stockholders delegated to boards the responsibility of
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controlling them on their behalves. Over time, as corporations became larger and more
complex, the day-to-day operating responsibility was further delegated to professional
managers.

When this country’s first hospital opened its doors in 1756, it had a board
(Pointer & Ewell, 1994). Since that time, governance has evolved in response to the
changing healthcare environment (Alexander, 1990; Hagland, 1997; Johnson, 1994;
Pointer & Ewell, 1994; Prybil & Starkweather, 1976; Starkweather, 1988). Pointer
and Ewell (1994) divide hospital governance into four stages: the refuge stage, the
physician workshop stage, the business stage, and the corporate stage; The refuge
stage spans from the mid-1700s to the late 1920s and was primarily a period of
institution building. The physician workshop stage dates from the early 1930s through
the mid-1960s. During this period power shifted to the physician and the emphasis was
on clinical efficiency. The business stage ran from the mid-1960s through the mid-
1980s and saw hospitals focusing on implementing effective business practices. The
corporate stage began in the mid-1980s and continues to the present. Important -
challenges facing hospital boards in the 1990s were integration, competition, and
financial viability.

The purpose of hospital governance is defined by statute in each state (Johnson,
1994), but how hospital governance carries out its responsibilities and defines its roles
is in the process of change. Johnson (1994) suggests that, historically, the hospital has
been the centerpiece of a loosely coordinated delivery System primarily held together by
informal relationships. He believes that as integrated delivery systems, payor

organizations, and physician groups develop contractual relationships, hospital
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governance will be radically altered. Hagland (1997) concurs, suggesting that
healthcare governance has entered a new era, one that has heavy implications for every
facet of who trustees are and what they do. Mergers and affiliations, downsizing and
reconfiguring services, provider sponsored health insurance products, and drastically
altered government programs are viewed as the key drivers of change.

Four key trends are seen as dominating the marketplace. They are continued
price paring, the push to document quality, the reshaping of Medicare and Medicaid,
and continued physician organization (Griffith, 1992; Haglund, 1997; Orlikoff, 1996;
Pointer & Ewell, 1994; McComb, 1992; Rindler, 1992). The old vestiges of custodial
governance are declining and governance in the new healthcare environment will mean
overseeing, guiding and monitoring the shift from maintaining disease care
organizations to propelling proactive, entrepreneurial healthcare organizations.
Trustees are no longer seen as being in the business of filling beds but being in the
business of managing health.

Haglund (1997) suggests several questions for trustees planning for the future of

their organizations. They are as follows:

1. Who will we be in our market?

2. How can we differentiate ourselves from the competition?
3. What services will we offer?

4. How can we best spend our available capital?

5. What choices are in the best interest of our community?
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A board that is unaware of the changing tides of the marketplace and unprepared to
chart a new course for their organization can make ill advised decisions, which may
have disappointing, if not disastrous, results.

Discﬁssing the current governance evolution, Orlikoff (1996) describes the
transition from hospital to health system governance as a paradox. The paradox of
governance is that the board must lead the evolution of the organization it governs, but
that before it can effectively do so, it must change itself into an integrated, systems-
oriented governing boaid. The new governing board’s challenge is to adopt the
characteristics required of governance for the new organization to facilitate the
transformation from the old. This requires flexible, forward thinking and introspective
governance (Johnson, 1994; Kovner, 1990; Orlikoff, 1996).

Governance is defined as “the making or not making of important decisions and
the related distribution of authority and legitimacy to make decisions” (Kovner, 1990,
p-4). While the deﬁﬁition of the important decision and who makes it varies by
hospital, typically there are three key groups of decision makers: board members,
management, and clinicians (Alexander, 1990; Kovner, 1994; Orlikoff, 1996).
Effective governance involves decisionmaking that is timely, appropriate, and
characterized by dﬁe process. Effectiveness_ is the extent to which organizations
accomplish their goals.

Updating his 1985 study on hospital board effectiveness, Kovner.(1994)

recommends three sets of expectations for board behavior in today’s healthcare
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environment. They are as follows:

1) the board as community steward,

2) the board as strategic decision maker,

3) the board as rational adviser to management.

The role of the board as community steward is receiving attention in the
literafure (Delbecq & Gill, 1988; Kovner, 1990; Seay & Vladeck, 1989; Shortell,
Gillies, et al. 1996; Shortell, Morrison & Friedman, 1992). Seay and Vladeck (1989)
suggest that hospitals should be rewarded and approved for commitment to a
community. In discussing hospital performance, they say that the well being of any
nonprofit organization providing human services ultimately hinges on the relationship
between that institution and the broader community it serves.

Delbecq and Gill (1988) studied governance in the evolving healthcare
environment of the late 1980°s. They suggested that for health care systems to succeed
in a rapidly changing competitive environment, smaller boards of directors focus on
market driven policy issues. Advisory boards would use lay volunteers and community
elites for fund raising and community representation. The governing board provides
strategic direction and specific expertise in areas such as joint venture development or
marketing. Decisionmaking is shared among board, management and medical staff.

Much of the literature on healthcare governance addresses the issue of board
power and the ability of the board to influence decisions (Kovner, 1990; Orlikoff,
1997; Provan, 1988; Shortell, Gillies, et al., 1996; Shortell, Morrison & Friedman,
1992; Starkweather, 1988). Whereas most authors suggest that boards can influence

decisions, Starkweather (1988) argues that hospital board power cannot be validated or



28
tested by real acts.- He points out that board members frequently know little of medical
care. Top management supports the myth of board power because it increases
management power relative to that of physicians. Physicians support the myth because
it allows them to use the hospital without yielding any real professional autonomy.
Starkweather (1988) observes that hospital effectiveness is sacrificed as a result. He

suggests that in a rapidly changing, more competitive healthcare environment, the

board’s function will be to link, advise, and control. - -
Board Roles and Responsibilities

Governance is defined by how boards fulfill responsibilities and how they
execute roles. Effective governance has been defined as the making of important
decisions that are timely, appropriate, and characterized by due process (Alexander,
1990; Kovner, 1990; Orlikoff & Totten, 1996; Pointer & Ewell, 1994).

Pointer and Ewell (1994) define responsibilities as the substantive aspects of
~ governance. They are the specific matters a board must attend to in order to fulfill its
obligations to the organization’s stakeholders/shareholders. They define roles as the set
of functions and activities that a board must execute to meet its responsibilities.

The literature contains many references to healthcare board roles and
responsibilities, with authors answering the question a myriad of ways. Alexander
(1992) believed that there was much work still to be done in terms of adequately
conceptualizing the fundamental responsibilities of the board. While the need for a
more widely accepted definition of board responsibilities may exist, according to

Pointer and Ewell (1994), any specification of board responsibilities must meet two
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criteria. First, the responsibilitie;s must be both necessary and sufficient for boards to
fulfill their overarching obligation of agency on behalf of stakeholders. No essential
responsibilities should be excluded and no nonessential ones should be included.
Second, each responsibility must be non-delegable. That is, due to legal requirements
and functional necessity, only board members can fulfill them (Pointer & Ewell, 1994).
A representative sample of healthcare board responsibilities, as listed by various
authors, is outlined below:
Pointer & Ewell, (1994):
- envision and formulate the organization’s ends: vision, mission, goals
- ensure high levels of executive performance
- ensure the quality of patient care
- ensure the organization’s financial health
- assume responsibility for board performance and development
Griffith, (1992):
appoint the chief executive officer
establish the long range plan
approve the annual budget

appoint members of the medical staff
monitor performance against plans and budgets

Jordon, (1990):

to be informed

to make policy

to select and evaluate the CEO

to be an advocate

to assure the financial viability of the organization

Umbdenstock et al., (1990):

- mission and values identification

- policy determination

- plan development

- financial viability

- quality assessment and improvement
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- legal and regulatory compliance
- effective customer relations

American Hospital Association, (1982):

organization, public policy and external relationships
strategic planning

resource management

‘human resources development

education and research

Prybil & Starkweather, (1976):

- establish corporate goals and major institutional policies

- ensure that plans and programs are developed and implemented to
accomplish corporate goals

- establish and maintain sound procedures for conducting the
business of the board

- provide for the hospital’s long term financial viability

- select and maintain a qualified medical staff and ensure that this staff
is properly organized to fulfill responsibilities the board delegates to it

- evaluate all phases of the hospital’s performance, including the quality
of patient care, and ensure that established standards are met

- select the chief executive officer, define responsibilities and evaluate
performance :

- review and approve the hospital’s overall organizational structure

- ensure that the community served is well informed about the
hospital’s goals and performance

Kovner, (1974):

set policies and make major decisions

gain access to key resources from the environment
represent those served by the hospital

serve as an advisor to top management

In the literature the terms roles and responsibilities are often used
interchangeably. Pointer and Ewell (1994) observe that there is an important difference
between the what (responsibilities) and the how (roles) aspects of governance. They
suggest that boards execute three roles in order to fulfill their ultimate responsibilities:

policy formulation, decisionmaking, and oversight. Policies provide the organization
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with direction and are the means whereby specific tasks and authority are delegated to
management and the medical staff. Policies guide and constrain decisions and actions
and provide a framework for the board to carry out its decisionmaking role. The board
makes decisions in each of its areas of ultimate responsibility. The board then engages
in oversight by monitoring and evaluating decisions and actions to ensure they conform
to policy and produce desired results.

There are many other things that boards and their members can do on behalf of
their organizations (Carpenter, 1988a, 1988b; Gordon et al., 1992; Hageman &
Umbdenstock, 1990; Kovner, 1974; Starkweather, 1992). Among the more frequently
referenced activities are serving as a sounding board and advisor to the chief executive

officer, being an advocate and providing links to constituents, and fundraising.
The Resource Dependence Perspective

The resource dependence perspective views organizations as needing to strike
relationships with individuals, groups and organizations in their environments to
acquire the resources to survive. Such relationships create dependencies, which
organizations attempt to either minimize or manage (Pfeffer & Salancik, 1978; Pointer
& Ewell, 1994; Selznick, 1949; Zald, 1969 ). The balancing of autonomy and
dependence is a daily fact of life for most organizations when dealing with their-
constituents.

While the most comprehensive treatment of resource dependence theory can be
attributed to the work of Pfeffer and Salancik (1978), the roots of this perspective can

be traced to Selznick’s (1949) study of the Tennessee Valley Authority (TVA).
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Selznick found that opposing gr(;ups were neutralized when their representatives were
included on the governing board. While TVA gave up total control over its decision
making, it acquired a resource and simultaneously created a dependency.

~ Foundational theoretical work applying this perspective to governance was
conducted by Zald (1969). In reviewing Zald’s work, Pointer and Ewell (1994), point
out that Zald saw boards as having two key functions: internal and external control.
The first involves overseeing internal functioning, while the second deals with
developing linkages with stakeholders/shareholders. These linkages allow the
organization to acquire the critical resources that it needs to be successful. Zald (1969)
suggested that various factors influence the extent to which a board engages in external
versus internal control and the influence the board exercises in the organization relative
to management. These factors include the natufe of the environment, the size and
composition of the board, the characteristics of the chief executive officer, and the life-
cycle stage of the organization. Zald hypothesized that the board’s ability to influence
management would be greater if the organization relied on external resources and the
board had access to those resources. -

The first empirical studies on boards explicitly employing the resource
dependence perspective were undertaken by Jeffrey Pfeffer in the 1970’s (Pointer &
Ewell, 1994). Pfeffer studied boards both in the commercial sector and in the
healthcare industry.

In one study of 80 corporations, Pfeffer (1972) looked at the relationship
between board size and composition, the need for the organization to co-opt its

environment, and performance. He suggested that board composition reflected an
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organization’s need to secure critical resources, such as funding and legitimization,
from its environment. Pfeffer proposed that a board’s impact upon organizational
success would depend on the extent to which its composition reflected environmental
requirements. He found that board size and composition are not random variables, but
are, in fact, systematically related to the organization’s apparent need to deal with
important external sectors in the environment in such a way as to ensure successful
operations and an adequate supply of resources for the future (Pfeffer, 1972).

One year later, Pfeffer studied 57 short-term general hospitals in a large
midwestern state. His focus in this s.tudy remained the relationships between board
size/composition and the resource characteristics of the organization’s external
environment. The study’s findings supported the resource dependence perspective,
namely that:

a) hospitals that relied more heavily on private donations tended to place more
emphasis on the fundraising functions of the board and select its members accordingly

b) board member influence in the community was less important for hospitals
that received a larger share of public funding

c¢) the importance of regional or subregional representation on the board was
inversely proportional to the share of its budget received from the federal government

d) that hospitals relying more on public funding and consequently more .
influenced by governmental agencies, placed more emphasis on selecting board
members who had political connections.

Pfeffer concluded the study by noting that the size of the board was seen to be

related to the requirements for co-optation and to the function of the board. The .
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composition of the board was determined partly by the socioeconomic characteristics of
the environment in which it operated, and again partly by the function it served (Pfeffer,
1973). According to Pointer and Ewell (1994), the more a hospital is dependent upon
specific external inputs, the more valuable are board members who represent, or are
connected to, those resources.

Provan (1988) examined the influence of boards on the major internal decisions
of hospitals. Using data on 239 nonprofit community hospitals, Provan concluded that
participation in a system created an important resource dependency for member
hospitals.

Hospitals in the study were either freestanding or members of a system. Data
were obtained from American Hospital Association surveys conducted in 1981 and
1982. The major findings of the study included:

a) the greater a hospital’s response to regulation, the less the board’s influence
over significant internal decisions

b) the more dependent a hospital was on governmental funding, the greater the
board’s influence over internal decisions

¢) hospital size and board influence are inversely related

d) the amount of information received by a board from management was
directly related to the board’s influence.

The findings also revealed that when the hospital is part of a mulitihospital
system a hospital’s level of response to regulation and its external dependence on funds
for capital expenditures will be related negatively to board influence over hospital

decisions (Provan, 1988).
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The effect of the changing healthcare environment on board composition has
also received attention in the literature (Boeker & Goodstein, 1991; Orlikoff, 1997,
Pointer & Ewell, 1994; Provan, 1988). Boeker and Goodstein (1991) took a
longitudinal approach to studying the ways in which boards were affected by changes in
their environments. Taking the position that board composition was a conscious
response to environmental characteristics, the authors found that changés in the local
availability of physicians were inversely related to changes in physician representation
on hospital boards. Those hospitals operating in environmenté with a growing number
of beds increased the proportion of physicians on their boards, whereés the proportion |
of business executive board members increased in response to a growth of beds and the
presence of health mainténance organizations in the community. Boeker and Goodstein
(1991) concluded that the findings appear to provide further empirical evidence for a
dynamic interpretation of the resource dependence perspective of Pfeffer and Salancik
(1978), who suggest that organizations are externally influenced because they must

attend to the demands of environmental constituencies which provide critical resources.
The Case Study Method

The case study method has been an important form of research in the social
sciences and management. It has been used in research involving business-and -
organizational issues, education, family studies, international affairs, evaluation,
technology development, and research on social problems (Denzin & Lincoln, 1998;

Eisenhardt, 1989; Gay, 1992; Yin, 1994).
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A case study is the indepth investigation of an individual, group or organization.
According to Gay (1992), the primary purpose of a case study is to determine the
factors, and relationships between the factors, that have resulted in the current status,
with a view to understanding why, not just what, has occurred. Yin (1989) defines a
case study as an empirical inquiry that investigates a contemporary phenomenon within
its real life context when the boundaries between phenomenon and context are not
clearly evident and in which multiple sources of evidence are used. Either single or
multiple cases can be studied.

While single case studies ha\;e been investigated more frequently, multii)le case
studies have recently become more common. Yin (1989) and Strauss and Corbin
(1990) address multiple case studies, but it is Eisenhardt (1989) who has written in
detail about their theory building properties. Eisenhardt (1991) maintains that the
multiple case approach encourages the researcher to study patterns common to cases
and theory and thereby avoid chance associations.

Traditionally case studies were considered appropriate for exploratory research
only. Yin (1989) points out that some of the best case studies have been both
descriptive and explanatory, for example, Whyte’s “Street Corner Society” (1943) and
Allison’s “Essence of Decision-Making” (1971) about the Cuban Missile crisis.
Eisenhardt (1989) identifies other uses for the case study method, such as providing
description (Kidder, 1982), testing theory (Pinfield, 1986; Anderson, 1983), or
generating theory (Gersick, 1988; Harris & Sutton, 1986). Yin (1993) maintains that,
despite its increased use, the case study approach as-a research methodology is

unappreciated and underutilized. Yin (1989) believes that its major strength is that it
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measures and records behavior. Another strength is that data can be collected from a
variety of sources, both qualitative and quantitative. These include documentation,
archival records, indepth interviews, direct observation, participant observation, and
physical artifacts. Multiple data collection methods allow the researcher to conduct a
more thorough examination of each organization than is possible with a duantitative
study. And because multiple sources of evidence are used, the researcher can address a
broader range of attitudinal, historical and observational issues than would be possible
in other forms of research. Multiple sources also help to prevent subjective bias. As
findings and conclusions are sﬁpported by a chain of evidence from varied sources, they
are likely to be seen as both more convincing and more accurate.

Yin (1989) uses case studies to test theory while Eisenhardt (1989) uses them to
develop theory. According to Yin (1989), the first step in the case study approach is to
develop theory, while the second is to select a case. Each case is examined as a
separate entity, enabling unique patterns across cases to emerge. Cross case
comparisons help the researcher to surpass initial impressions and take a more focused
approach to the data. Through data analysis, each case is compared to the theory. The
case study data are matched to theofy and not analyzed to make statistical
generalizations (Yin, 1989).

Eisenhardt (1989) asserts, by contrast, that theory developed from case sfudy
research is likely to possess important strengths like novelty, testability and empirical
validity. She maintains that theory building should begin as closely as possible to the
untainted position of “no theory under consideration” and “no hypotheses to test”.

While acknowledging that this goal is difficult to achieve, Eisenhardt suggests that the
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attempt is important because preordained theoretical perspectives or propositions may
bias and limit the findings (1989). She argues that researchers should formulate a
research problem, and possibly specify some potentially important variables with
reference to existing literature, but should avoid thinking about specific relationships
between variables and theories as much as possible, especially at the beginning of the
research process.

Eisenhardt (1991) asserts that multiple cases can be used to create theory
because they permit replication and extension among individual cases. She means that
through replication individual cases can be used to corroborate specific propositions.
She defines “extension” as the use of multiple cases to develop elaborate theory. Dyer
and Wilkins refute Eisenhardt’s position and criticize multiple case approaches (1991).
They state that the multiple case approach is a hybrid form of case research, which
claims to generate theory, but that it in fact includes many characteristics of hypothesis
testing research. Dyers and Wilkins (1991) propose that good storytelling about a
single case would provide better theoretical insights than would multiple case research
which attempts to develop theory by corroborating specific propositions.

Stablein (1996) asserts that case studies constituted an important source of
organizational data during the early years of organization studies. Daft (1980)
documents the dominance of case reports in the Administrative Science Quarterly in
1959. The foundational works in organizational sociology are cases (Blau, 1955;
Gouldner, 1954a; 1954b). Case studies were the foundation of theory and practice at
The Tavistock Institute (Stablein, 1996). Stablein cites evidence of an increased interest

in case studies in the 1980s and 1990s in both the USA and Europe.
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According to Stablein (1996), the case study method is a well used term that has
many meanings. Stablein considers there to be three main types of case data. The
types of cases share a common focus upon one complex organizational unit. They
differ in aspects of the organizational reality that is studied. Stablein lists the three
types of organizational case studies as “ethno” cases, theory generating cases, and
exemplar cases.

The ethnographic case produces ethnographic data. ‘It represents the native
participants’ realities. Stablein provides an example of such a description of participant
realities with Jackall’s (1988) Moral Mazes.

The theory generating case seeks to generalize theoretical propositions. The
organizational reality is the world of researcher defined constructs. Stablein (1996)
reports that, unliké the world of the questionnaire researcher, the organizational world
is a complex and tangled world where cutting the Gordian knot is not as simple as
asking the right questions. He suggests that experimentation is not an available strategy
because the case researcher’s issues are sociological and there are insufficient
independent units for a field experiment.

Kanter’s (1977) case study of Men and Women of the Corporation is frequently
cited as a masterpiece of theory generating case research. In justifying her approach to
the study, she quotes another pioneer of organizational studies:

Crozier, framed the methodological problems inherent in studies

of large-scale organizations well: ‘Comprehensive studies of human

relations problems at the management level are usually hampered by two

sets of difficulties. First, the complexity of the role structure in modern

organizations causes much ambiguity and overlapping, making it

impossible to match really comparable cases and use rigorous methods

meaningfully. Second, the general emphasis on status and promotions
gives a crucial importance to the human relations game, thus preventing
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the researcher from obtaining reliable data on the central problem of
power relationships’ (Crozier, 1964, p. 112).

Thus, a combination of methods such as used in the classic sociological

field studies emerges as the most valid and reliable way to develop

understanding of such a complex social reality as the corporation

(1977: 297).

The exemplar case is the third type of case study. Stablein (1996) believes this
type to be the most influential in organization studies as the exemplar case is frequently
presented to organizational participants and students in classrooms. The case study
provides a template which organizational participants can follow to intervene in their
own organizations. The organizational reality of the exemplar-based researcher consists
of nearly universal problems, processes, or solutions relevant to most organizations.

Denzin and Lincoln (1998) have reported extensively on qualifative research.
They describe qualitative research aS “multimethod in focus, involving an interpretive,
naturalistic approach to its subject matter” (p. 3). According to Denzin and Lincoln,
qualitative research involves the studied use and collection of a variety of empirical
materials, including case study, personal experience, introspective, life story, interview,
observational, historical, interactional and visual texts, that describe routine and
problematic moments in individuals’ lives.

Denzin and Lincoln suggest that case study is not a methodological choice but a
choice of object to be studied. They point out that the case is a bounded, integrated
system. That is, the parts do not have to be working well, but they must comprise a
system. Denzin and Lincoln view case study as both the process of learning abdut the

case and the product of learning. Three types of case study are identified: the intrinsic

case study, the instrumental case study and the collective case study. Intrinsic case
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studies are undertaken to better understand a particular case. Instrumental case studies
are those that examine particular cases to provide insight into an issue or refinement of
theory. Collective case studies are instrumental studies extended to several cases.
Individual cases may be similar or dissimilar but are chosen by researchers because it is
believed that understanding them will lead to better understanding, perhaps better

theorizing, about a still larger collection of cases.

Case Studv Procedures

A number of alternative procedures for conducting case study research have
been suggested (Borg & Gall, 1983; Denzin & Lincoln, 1998; Eisenhardt, 1989;
Fehrenbacher, Owens & Huenn, 1978; .Spirer, 1980; Van Dalen, 1962; Yin, 1989).

Eisenhardt (1989) outlines nine distinct phases of the research process. She
presents broad guidelines for each phase, each designed to contribute to the theory
building process. Eisenhardt (1989) suggests the following nine phases for the case

study method:

Phase 1: Getting Started

Eisenhardt suggests that an initial definition of the research question, in
broad terms, is an important piace to start. The rationale for defining the
research question is the same as in hypothesis testing research. Without a
research focus, it is easy to become overwhelmed by the data. A well defined
research focus permits the investigator to specify the kind of organization to be

approached and the kind of data to be gathered (Yin, 1989).



42

A construct is a nonobservable trait, such as intelligence, which explains
behavior (Gay, 1992). According to Eisenhardt, early identification of constructs can
help to shape the initial design of theory building research. Identification of constructs
is valuable because it enables the researcher to design the research to better measure
constructs. If the constructs prove important as the study progresses, then the
researcher has a firmer empirical ground for the emergent theory (Yin, 1989).

While early identification of the research question and of possible constructs is
helpful, Eisenhardt (1989) cautions that it is equally important to recognize that both are
tentative. No conStruct is guaranteed a place in the resultant theory, no matter how well

it is measured as the research question may shift during the research.

Phase 2: Selecting Cases

Selection of the population is important because the population defines
the set from which the reseaich sample is drawn. Selection of an appropriate
population helps to control extraneous variéﬁon and helps to define the limits for
generalizing the ﬁndings (Yin, 1989) The cases may be chosen to replicate
previous cases or extend emergent theory, or they may be chosen to fill
theoretical categoriesb and provide examples of polar types. Random selection is
neither necessary nor preferable, according to Eisenhardt (1989). The goal of
theoretical sampling is to choose cases, which are likely to be replicable or

which extend emergent theory (Denzin & Lincoln, 1998).
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Phase 3: Crafting Instrufnents and Protocols

Theory building researchers typically combine multiple data collection
methods (Denzin & Liricoln, 1998; Yin, 1989). While interviews, observations,
and archival sources are most common, Eisenhardt does not limit researchers to
these methods. She emphasizes the importance of multiple data collection
methods in order to strengthen the validity of constructs and hypotheses.

Eisenhardt also stresses the combination of qualitative with quantitative
evidence. Quantitative evidence may suggest relationships which may not be
salient to the researcher, while qualitative data are useful for understanding the

rationale underlying relationships (Denzin & Lincoln, 1998).

Phase 4: Entering the Field

Eisenhardt (1989) notes that a striking feature of case study research
is the frequent overlap of data analysis with data collection. Field notes are an
important means of accomplishing this overlap. As described by Van Maanen
(1988), field notes are an ongoing stream of consciousness commentary about
what is happening in the research.

According to Eisenhardt (1989), a key feature of case research is the
freedom to make adjustments during the data collection process. Field notes
often provide insights for thé researcher which then result in adjustments to data
collection instruments, such as additional items for a questionnaire or an
interview protocol (Emerson, 1983).

According to Eisenhardt (1989), these adjustments are legitimate and

allow the researcher to probe emergent themes, or take advantage of special
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opportunities which may be present, in order to better understand each case

individually and in as much depth as is feasible.

Phase 5: Analyzing Within Case Data

Eisenhardt (1989) believes that analyzing data is at the heart of building
theory from case studies, but acknowledges that it the most difficult and the least
codified part of the process.

A key step is within case analysis, which consists primarily of a detailed
case study summary for each site (Denzin & Lincoln, 1998). Often simply pure
description, the summaries are central to the generation of insight (Gersick,
1988; Pettigrew, 1988) becaﬁse they assist the researcher to cope with the
enormous volume of data. The main goal is to become intimately familiar with
each case independently, allowing the unique patterns of each case to emerge

before the researcher attempts to generalize patterns across cases.

Phase 6: Searching for Cross Case Patterns

Researchers may reach premature or false conclusions as a result of
information processing biases. Eisenhardt (1989) notes that people are
notoriously poor processors of information. They leap to conclusions
based on limited data (Kahneman & Tversky, 1973). They are overly .
influenced by the vividness (Nisbett & Ross, 1980) or by more elite
respondents (Miles & Huberman, 1984). They ignore basic statistical
properties (Kahneman & Tversky, 1973), or they inadvertently eliminate

disconfirming evidence (Nisbett & Ross, 1980; Eisenhardt, 1989).
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An approach Eisenhardt suggests reducing the potential for information
processing biases is to select categories and seek within group similarities
coupled with intergroup differences. A second approach is to select pairs
of cases and then list the similarities and differences between each pair. A
third strategy is to divide the data by source. Cross case research approaches
force investigators to go beyond initial impressions through the use of

structured and diverse lenses (Denzin & Lincoln, 1998; Eisenhardt, 1989).

Phase 7: Shaping Hypotheses

Tentative themes, concepts, and relationships between variables
may begin to emerge from within site analysis and various cross-site approaches
and overall impressions. (Denzin & Lincoln, 1998; Eisenhardt, 1989). The
emergent hypothesis is systematically compared with the evidence from each
case in order to assess how well or poorly it fits with case data.

The first step in shaping hypotheses is the sharpening of constructs
through refining the definition of the construct and building evidence, which
measures the construct in each case. According to Eisenhardt (1989), many
researchers rely on tables that summarize and tabulate the evidence underlying
the constructs.

A second step is the verification that the emergent relationships between
constructs fit with the evidence in each case. Eisenhardt (1989) maintains that
the researcher must judge the strength and consistency of relationships within

and across cases and fully display the evidence and procedures.
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Phase 8: Enfolding Literéture

According to Eisenhardt (1989), an essential feature of theory building is
the comparison of the emergent concepts, theory or hypotheses with the extant
literature. This involves asking what it is similar to, and what it contradicts,
and why. Linking the emergent theory to existing literature enhances the
internal validity, generalizability and theoretical level of theory building from

case study research (Eisenhardt, 1989, p.545).

Phase 9: Reaching Closure

Eisenhardt (1989) cites two issues as important for reaching closure,
when to stop adding cases and when to stop iterating between theory and data.
She acknowledges that pragmatic issues, such as time and money, dictate when
case collection ends. She adds that while there is no ideal number of cases,

a number between four and ten cases is typically appropriate.

Regarding the second issue abouf when to stop iterating between theory

and data, the key is saturation. The iteration process stops when the incremental

contributions from data to theory become few and unimportant.

Limitations of Case Study Methodology

Case study methodology has limitations (Eisenhardt, 1989; Gay, 1992; Spirer,
1980). The major limitations are observer bias and the lack of generalizability (Gay,

1992). The insights acquired from a particular case may not apply to any other case,
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although Gay suggests that case studies may suggest hypotheses which can be tested
using another method of research.

Eisenhardt (1989) suggests that the overuse of empirical evidence can yield
theory, which is overly complex. She views the hallmark of good theory as
“parsimony” (Eisenhardt, 1989, p. 547). She also acknowledges that theory building
from cases may resulf in theory that is narrow and idiosyncratic.

Stablein (1996) suggests that the case study approach is sensitive to issues of
bias, authenticity, and validity, often incorporating a variety of counterbalancing
techniques like reliability, experimer.ltal control, triangulation, and multiple infdrmants.
He observes that the researcher as data generator should take an important position in
the representational process. Stablein (1996) observes that researchers may pay

insufficient attention to this aspect of the research.
Chapter Summary

The development of integrated healthcare delivery systems is an emerging field
of study. The literature concerning integrated healthcare organizations contains few
empirical studies addressing the topic. There is limited knowledge available to date
about the factors influencing this model of healthcare delivery. Research about the role
of governance in integrated delivery system development is especially lacking. The
literature about integrated healthcare organizations is composed of consultant reports

and case studies in trade publications (Alexander et al., 1996).
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Scholars have made some contributions to the literature on the development of
healthcare governance and board roles and responsibilities. These works serve to guide
current research.

Several authors, including Pointer and Ewell and Shortell and Gillies, have
documented the evolution of the healthcare industry over the last 50 years. This period
of growth culminated in a major reorganization of the industry. Responding to both
economic and public pressures, hospitals across the country have joined together to
form integrated delivery systems. Integration activities are seen as offering the
possibility of lowering administrative costs, reducing medical care prices and
utilization, and producing higher quality medical care (Conrad & Dowling, 1990;
Miller, 1996; Shortell, Gillies, et al., 1996).

Early work on integrated delivery systems was conducted by Shortell, who
defined this new healthcare organizational model as “a network of organizations that
provides, or arranges to provide, a coordinated continuum of services to a defined
population and is willing to be held clinically and fiscally accountable for the outcomes
and health status of the population served” (Shortell, Morrison & Friedman, 1992).

Various approaches to classifying integrated delivery systems have been
documented, largely reflecting the degree to which hospitals in a system share
administrative and physician services. Charns and Tewksbury (1993) distinguished
nine configurations of collaboration among providers. Burns and Thorpe (1993)
categorized four basic integrative approaches, including physician-hospital
organizations, management service organizations, foundations, and integrated

healthcare organizations. Integration of member organizations may take the form of
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mergers, acquisitions or the establishment of contractual networks. The creation of an
integrated delivery system can be a prerequisite for other types of integration, including
clinical integration, physician/system integration and functional integration (Conrad &
Shortell, 1997; Miller, 1996; Shortell, Morrison & Friedman, 1992).

Shortell, Gillies, et al. (1996) documented the results of their four year study of
eleven integrated delivery systems by outlining recommendations for developing and
implementing integrated delivery systems. The authors cite what they view as the key
elements of an ideal health system and recommend establishment of a community
healthcare management system. Through a community/population baﬁed health needs
assessment, the healthcare system can project likely utilization of healthcare services
with the goal of better maintaining and promoting community health.

The literature suggests that governance can serve as a critical facilitator of, or
barrier to, successful healthcare integration (Alexander et al., 1995; Shortell et al.,
1996). Governance is defined as the making or not making of important decisions and
the related distribution of authority and legitimacy to make decisions (Kovner, 1990).
As integrated delivery systems assume greater responsibility for the health status of a
defined population, governance processes rﬁay serve to bridge the needs and interests of
the community and the system.

As healthcare organizations have evolved over time, governance structures have
changed in response. Authors such as Alexander, Haglund, Johnson, Orlikoff, Pointer,
Ewell, Prybil and Starkweather have written on healthcare governance. Pointer and
Ewell (1994) define four distinct hospital governance stages, including the refuge stage,

the physician workshop stage, the business stage and, currently, the corporate stage.
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The authors identify the important challenges facing healthcare boards in the 1990s as
integration, competition and financial viability.

Orlikoff (1996) described the transition from hospital to health system
governance as a paradox. The new governing board’s challenge is to adopt the
governance characteristics of the new organization to facilitate the transformation from
the old. He suggests this requires flexible, forward thinking and introspective
governance. The literature also suggests that the role of the board as community
steward deserves attention (Delbecq & Gill, 1988; Kovner, 1990; Seay & Vladeck,
1989; Shortell & Gillies, et al., 1996), with hospitals being rewarded for commitment
to a community. Seay and Vladeck (1989) suggested the well being of any hospital
ultimately depends on the relationship between that institution and the broader
community it serves.

The literature observes that governance is defined by what boards do, that is
fulfilling responsibilities, and how they go about doing it, executing roles. Pointer and
Ewell (1994) defined board responsibilities as the specific matters a board must attend
to in order to fulfill its responsibilities to the organizations’ stakeholders. Roles are
defined as the set of functions and activities that a board must execute to meet its
responsibilities. While various authors have attempted to outline board roles and
responsibilities, no widely accepted definition exists.

Resource dependence theory is presented as a theoretical underpinning
describing the relationship between hospitals and the communities they serve. Pfeffer
and Salancik observed that the resource dependence perspective views organizations as

needing to strike relationships with individuals, groups and organizations in their
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environments to acquire the resources to survive. Such relationships create
dependencies, which organizations attempt to either minimize or manage. The
foundational theofetical work applying this perspective to governance was conducted by
Zald (1969), with Pfeffer conducting empirical studies explicitly applying the resource
dependence perspective to boards in the 1970s. Various factors appear to influence the
extent to which a board engages in external versus internal control. Factors include the
nature of the environment, the size and composition of the board, the characteristics of
the chief executive officer, and the life cycle stage of the organization.

The case study method was selected as the methodology of choice for the study.
Described as an in-depth investigation of an individual, group or organization, the case
study method has been an important form of research in the social sciences and
management (Denzin & Lincoln, 1998). Yin and Eisenhardt have written extensively
on the case study method, each outlining the benefits and limitations of the
methodology. Yin (1989) believes major strengths of the case study method are that it
measures and records behavior, and utilizes both qualitative and quantitative data.
Eisenhardt (1991) stresses the theory building potential of the case study method.
Eisenhardt (1989) argues that theory building from case studies is particularly well
suited to situations where little is known about a phenomenon or where current
perspectives have little empirical substantiation. A number of alternative procedures for
conducting case study research have been suggested (Borg & Gall, 1983; Denzin &
Lincoln, 1998; Eisenhardt, 1989§ Yin, 1989). The procedures outlined by Eisenhardt
(1989) were selected for the study and are reviewed in detail. This section of the

literature review concludes with an outline of the limitations of case study



52

methodology. Major limitations are seen as observer bias and lack of generalizability
(Eisenhardt, 1989; Gay, 1992; Yin, 1989).

This chapter presented a review of the literature relevant to the study. Chapter
III outlines the study design and method. The findings are presented in Chapter IV.
Chapter V includes conclusions, recommendations for further research,

recommendations for future practice, and the implications of the study.



CHAPTER III
STUDY DESIGN AND METHOD
Overview

Chapter III presents the conceptual framework and systematic approach to
exploring the practices used by regional healthcare boards in advocating the healthcare
needs of their local communities. The purpose of the study was to describe the
governance practices of regional hospital boards of an integrated healthcare delivery
system in advocating the healthcare need$ of their local communities.

Field research, specifically case study methodology, was selected as the research
design best suited to this type of inquiry. Derived from the foundational work of
Malinowski, ﬁ;:ld research is the study of people acting in the natural course of their
daily lives. Itis é method of study by which practitioners try to understand the
meanings that activities have for ‘those engaged in them. Fieldwork is non-descriptive
research defined by where the research takes place.

Alternatively, “. . . . some fieldworkers derive the essence of the method less by
the place in which research occurs than from the way it is conducted” (Emerson, 1988:
p-2). What distinguishes the field method in this view is the observer’s “ability to

grasp the symbolic nexus between thought and action in a particular social milieu”

53
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(Schwartz & Merton, 1971: pp. 280-281). This latter view describes ethnographic case
studies, which are those that produce data representing the native participants’ realities.

Both definitions of field research were important guides in the study. Consistent
with the view that field research takes place not in a laboratory setting but where people
conduct their daily lives, research was conducted on location in the facilities that
comprised the study. Data were gathered and interviews conducted in the rural towns
and regional hospitals that formed the integrated healthcare delivery system being
studied. A research goal was to observe participants in the specific settings in which
they lived and carried on their daily activities.

A separate research goal was to better understand the various factors that might
influence opinion and behavior on the part of research participants. This is consistent
with the view of field research that suggests it is the observer’s ability to grasp the

connection between thought and action in a particular social milieu.
Researcher Background

The world of healthcare was very familiar to the investigator of this study. A
continuing career of more than 20 years, beginning in the late 1970s, has been in
healthcare. Spent almost exclusively at one organization, the investigator’s healthcare
experience spans the period of development of integrated delivery systems. As a
healthcare executive for the system being researched in the study, the investigator
participated in the transition of the healthcare system from a single major medical

center to a comprehensive integrated delivery system.



55

A member of the senior executive staff, the investigator was responsible for
organization development. Organization development responsibilities included
governance processes, board relations and development, strategic planning,
organizational policy and procedures, organizational communication, and human
resource development. The nature of that role necessitated that the investigator
communicate regularly with System and regional executives and board members. The
investigator worked especially closely with the System Chief Executive Officer and
senior System executives on organization development issues. As the organization
evolved into an integrated delivery system and affiliated with area regional hospitals,
the investigator worked with regional hospital administrators and board members on
organizational and governance integration.

Although no longer an employee of the System, the investigator has continued
affiliation by providing consulting services in two primary areas, strategic plan
development and board relations. Strategic plan development included working at both
the system and regional hospital levels to facilitate and integrate organizational plans.
Work in connection with board relations included coordination of annual board retreats.

The relationships the investigator has created with System healthcare executives,
administrators, and board members presented a unique opportunity to conduct

ethnographic fieldwork.

Researcher Subjectivity

Qualitative research involves the studied use and collection of a variety of

empirical materials that describe routine and problematic moments and meanings in
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individuals’ lives. The multiple methodologies of qualitative research may be viewed
as a bricolage, and the researcher as bricoleur (Nelson, Treichler & Grossberg, 1992.)
A bricoleur is defined by Levi-Strauss as a “Jack of all trades or a kind of professional
do-it-yourself person”, who produces a close-knit set of practices that provide solutions
to a problem in a concrete situation (1966, p. 17).

Denzin and Lincoln (1998) suggest that the researcher, as bricoleur, is adept at
performing a large number of diverse tasks, ranging from interviewing to observing, to
interpreting personal and historical documents, to intensive self reflection and
introspection. The bricoleur understands that research is an interactive process shaped
by his or her personal history, biography, gender, social class, race, and ethnicity, and
those of the people in the setting. The bricoleur knows that science is powerful and that
all research findings have political 'implications. The bricoleur also knows that all
researchers tell stories about the worlds they have studied. These stories are accounts
couched and framed within specific storytelling paradigms.

The product of the bricoleur’s labor is a complex creation that reflects the
researcher’s images, understandings, and interpretations of the phenomenon under
analysis.

The investigator of this study views self as a bricoleur. The investigator
understands énd accepts that personal background and values have shaped this study.
The investigator, as bricoleur, has contributed on the positive side to the strengths of
study findings and conclusions and, on the negative side, to their subjectivity.

b As a seasoned healthcare executive, the investigator knows and understands the

complex nature of today’s healthcare environment. The investigator is familiar with
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healthcare language and terminology, and is conversant with healthcare processes and
procedures. Working with senior healthcare executives has enabled the investigator to
become conversant in healthcare issues and trends, ethical healthcare debates and
healthcare politics. The investigator understands the corporate healthcare world, and is
familiar with corporate bureaucracy and politics. The investigator had established
working relationships with the majority of those involved in the study. This
background, skills, and knowledge assisted the investigator to interpret the data and
events that make up this case study and to draw conclusions.

A goal of the study was to éxplore and understand the processes used by
regional hospital boards in representing the healthcare needs of those living in the
community. Of primary interést to the investigator was whether community healthcare
would be affected by integrated delivery system affiliation. Also of concern were topics
such as the impact of affiliation with an organized delivery system on regional
hospitals, governance ramifications to system development, the nature of board role and
responsibility changes, and the need for board development.

The investigator sought to create an environment that would allow research data
to be gathered as naturally as possible. Although viewed as a System executive by
most study participants, the investigator attempted to use personal knowledge of the
world of the regional hospital to minimize being seen as purely a System person, build
rapport and encourage participants to speak candidly of the challenges they faced.

The perspectives of others interpreting study data and conclusions may vary.
The investigator acknowledges that the personal position with the System, familiarity

with the study issues and relationships with study participants will have influenced
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study conclusions. While researcher subjectivity is a natural limitation of any
qualitative study, the investigator has made every effort to ensure study design

minimizes bias.
Study Design

According to Wax (1980), “the task of the fieldworker is to enter into the matrix
of meanings of the researched, to participate in their system of organized activities, and
to feel subject to their code of moral regulation” (pp. 272-273).

The case study ‘method is a form of field research. As field reéearch studies
people acting in the natural courses of their daily lives, practitioners of the case study
method attempt to understand the meanings that activities observed in these settings
have for those engaged in them (Emerson, 1983).

An integrated delivery system is a regional health care network or system
providing a broad range of services to a defined patient population within a certain
geographical area. Integrated healthcare systems have emerged as a new model for
delivery of care. Effective governance models for integrated delivery systems are
viewed as being in the formative stages. Toomey and Toomey (1993) saw governance
as a complicated, sensitive, and complex element of management which, when
exercised by individuals not thoroughly conversant with the intricacies of the healthcare
business, can lead to a variety of organizational and operational tragedies. From a
research perspective, the development of integrated delivery systems represents a new,

complex, phenomenon, with little or no precedent in the healthcare industry.
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Eisenhardt (1989) argues that in situations where little is known about a
phenomenon or where current perspectives have little empirical substantiation, the case
study methodology is particularly well suited. Little is known about the factors
surrounding and influencing the development of integrated delivery systems and their
effects on regional hospitals and the communities they serve. In addition, to date,
empirical research on integrated delivery systems is in its infancy. ~ The case study
method was selected for the study as it allowed the investigator to address the
development of this new healthcare governance model, the integrated delivery system,
from a broader range of attitudinal, historical and observational perspectives than would
be poséible in other forms of research.

The investigator’s knowledge of healthcare and insider familiarity with the
system being studied were factors contributing to the selection of the case study
methodology as a research design. These factors allowed the investigator entry and
access to people and data other researchers might have been denied. A unique
opportunity to study a developing system was presented. Selection of the case study
methodology was primarily supported by the suitability of the model to situations where
a lack of knowledge exists and where there is a lack of existing empirical data.
Alternate research designs would not have enabled the depth exploration of the factors
surrounding integrated delivery system development that is inherent in the case study
method.

Three separate research approaches were utilized in the case study:
questionnaires, in-depth interviews, and review of historical data. Triangulation of data

from these research sources was used to minimize the likelihood of misinterpretation
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and to clarify meaning (Denzin & Lincoln, 1998). Triangulation was also used as a
methodology seeking consistency of findings across independent measures.
Development of the Case Study
The procedures followed the stages in the case study methodology outlined by |
Eisenhardt (1989). Pre-fieldwork stages included the establishment of research

questions, the selection of cases, and instrument and protocol development.

Research Questions

Four questions were established as the focus for the study. Each question served
as a focal point for issues to be raised and information to be sought in completing the
case study. In keeping with the purpose of the study, the questions explore the
governance practices used by regional hospital board members in advocating the
healthcare needs of local communities.

The study responded to the following research questions:

| Research Question #1 What do regional board members understand about their
roles as community representatives‘?

Research Question #2: How do regional board members identify the healthcare
needs of their local communities? ) | |

Research Question #3: How do regional board members apply the knowledge
they aéquire abouf community health needs?

Research Question #4: How do healthcare system board members identify the

healthcare needs of their regional hospital communities?
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Key constructs to be explored during the study have been identified as board
responsibilities, board relationships, board accountability and board development. A
construct is a nonobservable trait which explains behavior (Gay, 1992).

Case Selection

The unit of analysis in the study was regional hospital boards operating within
an integrated healthcare delivery setting.

As the purpose of the study was to describe the governance practices of regional
boards in advocating the health care needs of their local communities within an
integrated delivery system, selection of regional hospitals was made based on the
composition of the integrated delivery system.

An integrated delivery system in the southwest was selected based on the ability
of the investigator to acquire access to the system through contacts with a former
employer, the stage of its maturity as an integrated system and the composition of
regional hospitals. The selected system was comprised of 23 separate corporate entities,
of which eight were regional hospital facilities. The facilities were spread throughout
the eastern portion of the state and ranged in bed size from 25 beds to 150 beds. The
healthcare system was in the early stages of integration, having recently implemented a
new governance process in place based oh integrating system and community
representation.

The investigator’s former employment relationship with the system was
important in case selection. First, the intensely competitive climate within healthcare
made it doubtful that permission to study the system would have been granted to an

outsider. Second, healthcare systems often behave as if they are closed systems,
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preferring to keep their processes private. Last, the prior establishment of a trusting
relationship was important in being granted access to key stakeholders, such as board
members. Initial contact was made with the system chief executive officer during Fall,

1997, with permission to conduct the study granted shortly thereafter.

Instrument and Protocol Development

The study incorporated several data collection methods. The first data collection
method was a survey by questionnaire. A questionnaire is a written and disseminated
effort to acquire information from sources (Rossett, 1987). In the study, a questionnaire
was forwarded to regional board members and regional hospital administrators..

According to Rossett (1987), an effective questionnaire has a clear purpose and
consists of appropriate, well-worded questions. It has been pilot tested before
distribution, and refined in order to ensure the understanding of the questions and the
ease of completion. Item development for the questionnaire was accomplished through
a literature review and discussions with an expert panel.

A review of the literature yielded insights into questions about board roles and
responsibilities in general, but was of limited value in identifying factors ‘related to
governance transition.

Discussions with the expert panel provided background information concerning
integréted delivery system development and the surrounding factors. The panel |
consisted of four individuals, a national healthcare planning consultant, a regional
healthcare executive specializing in system development, a regional healthcare

executive responsible for regional hospital operations, and a regional board chair of a
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system not participating in the sfudy. Two panel members were employees of the
system under study, two were not. None of the expert panel members were part of the
study population. The panel pfovided insights into regional hospital governance and
community representation within an integrated delivery setting. The role of governance
and board member involvement in community representation were specifically
discussed. The expert panel discussion was audiotape recorded with participant
permission. The audiotape was transcribed in order to verify the accuracy of written
notes. Information provided by the panel served as the baSis for item development on
the questionnaire.

The draft questionnaire was pilot tested in two separate ways. First, feedback
was sought from several organization development professionals familiar with the
development and administration of surveys. Second, the questionnaire was distributed
to several regional board members not participating in the study. Feedback was then
incorporated into the final questionnaire.

The questionnaire was distributed by mail to board members} and administrators
of the eight regional hospitals in the study. A total of 49 questionnaires were
distributed. The population included 41 board members and 7 administrators. A cover
letter was enclosed which stated the purpose of the questionnaire, the reasons for
responding, directions about how and when to réspond, and the benefits of the research,
as well as thanking the respondents for participating.

A second data collection method was survey by indepth interview. Kerlinger
(1973) states that the interview is “. . . probably man’s oldest and most often used

device for obtaining information” (pp. 479-480). A semi-structured interview format
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was employed in the study in order to enable response comparisons, as well as to permit
the inclusion of additional questions and answers.

Guidelines and criteria for writing interview questions were reviewed (Gay,
1992; Kerlinger, 1973 & Rossett, 1987). Kerlinger (1973) suggests that the following
criteria be utilized when writing questions for the interview outline. These criteria were
utilized in developing the interview outline for the study:

1. Is the question related to the research problem and the research
objectives?
. Is the type of question right and appropriate?
. Is the item clear and unambiguous?
. Is the question a leading question?
. Does the question demand knowledge and information that the
respondent does not have?
6. Does the question demand personal or delicate materlal that the respondent
may resist?
7. Is the question loaded with social desirability? (Kerlinger, 1973, p. 51)

wn h WN

The draft interview schedule was pilot tested in two ways. First, feedback on
the interview questions was sought from organization development professionals
familiar with the interview process. Second, three mock interviews were conducted |
with an organization development professional, a healthcare executive and a regional
board member. None of these individuals participated in the study. Feedback on both
the structure and content of the interview schedule was incorporated into the final
instrument.

Seventeen interviews were conducted. Candidates included eight regionai
board mémbers, four regional board chairs, four regional hospital administrators, and
the liaison board chair. One board member was selected from each regional hospital.

Candidates were chosen based on their tenure as board members and their level of
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understanding of integrated delivery system development as revealed by questionnaire
responses. |

Ideal candidates were articulate, experienced board members. Board chairs and
administrators were also selected based on tenure in their respective positions and the
extent of their experience with integrated delivery system development.

The purpose of the interviews was to explore the effects of becoming part of an
integrated delivery system on regional hospital governance. The interviews also
provided an opportunity to more thoroughly investigate issues arising through
questionnaire responses. Interview questions were designed to elicit information
concerning the ways in which boards responded to community health needs.

The third data céllection approach was a review of historical data pertinent to
the research questions. The agenda and minutes of regional hospital board meetings
for each facility for the prior sixteen months were reviewed. Minutes of meetings are
considered to be primary data sources. They are written reports completed by an
individual physically present at the event (Gay, 1992). The goal of this segment of the
research was to describe those aspects of community health care issues being raised for

consideration at the board level.
Implementation of the Case Study

This section describes how the case study was implemented. It is based on

- Eisenhardt’s (1989) guidelines for entering the field.
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Entering the Field

A list of board members and administrators to be interviewed was developed.
Potential subjects were selected based on their tenure and experience. Initial contact
was made by telephone. The nature of the study was explained and if they agreed to
participate an interview appointment was arranged. All interviews were conducted in
the subject’s respective. regional hospital for convenience of the participant and to
observe the subject in their natural setting. Subjects had to agree to dedicate at least an
hour of uninterrupted time for the interview. Before the interview began each subject
was asked to review and sign a standard human subjects consent form. With permission
of the subjects, audio recordings of the interviews were made to assist in verifying the
accuracy of interviewer notes. The identity of the persons interviewed is known only
to the interviewer, and no true names were used in reporting the findings of the study.

Notes taken during board member and administrator interviews constitute a
primary data source. Information in the notes included relevant demographic
characteristics, the subject’s responses to open-ended questions, observations of the
subject’s environment, and observations of non-verbal behaviors.

The interviews were initially guided by a ‘set of open-ended questions which are
outlined in the Appendix A. Changes to this protocolb occurred as new questions and
issues emerged during the interview or as a result of the need to clarify ér augment
subject survey responses.

During thé course of the study, field notes were maintained to serve as a
continuous record of what was happening in the research. Notes included such things

as observations made during site visits and interview discussions, perceptions
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concerning participant behavior and feelings, and researcher thoughts about issues and

ideas raised during the study.

Analysis, Verification and Synthesis

of the Case Study

This section presents the analysis, verification, and synthesis stage of the case
study. Eisenhardt (1989) outlines the following steps, which include analyzing within
case data, shaping hypotheses, enfolding literature, and reaching closure, as components

of this stage of case study methodology.

Analyzing Within Case Data

A coding system for organizing the data was developed prior to déta collection.
Coding is used in order to record questionnaire responses, interview responses, and
other respondent information in a systematic manner for the purpdses of analysis (Gay,
1992). Coding also facilitateé examination of the data within specified catégories.

A construct is a non-observable trait, such as intelligence, which explains
behavior (Gay, 1992). The key constructs, which formed the basis for the coding
system, were board responsibilities, board reiationships, board accountability, and board
development. Key constructs were identified aﬁd selected based on literature reviews
on the governance of integrated delivery systems and feedback frdm the expert panel on
factors contributing to effective governance practices. Questionnéiré respbhseé,

interview responses, and data from archival records were coded according to these key
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constructs. Separate sets of coded data were created for each of the eight regional
hospitals.

Two data analysis methods were utilized to analyze the interview transcripts.
Initially, the interview transcripts were analyzed using an immersion/crystallization
approach. Outlined by Miller and Crabtree (1992), this qualitative analytic approach
has three key steps: developing an organizing system, segmenting the data, and making
connections. Following an extended period of intuition- rich immersion within the text
of the transcripts, the investigator served as the editor of the organizing system. The
organizing system consisted of the key constructs: board responsibilities, board
relationships, board accountability and board development. By reflecting on the text of
the transcripts, connections were crystallized and verified against the organizing system.

Second, interview transcripts were loaded into a text management program
called Ethnograph, version 5.0 This software contains features designed to facilitate
text-based qualitative research. Features include the ability to create and manage data
files, the ability to code data files, to exhibit codes and code definitions, the ability to
write memos and link them to codes and the ability to display search output in summary
reports.

Content analysis of the agenda and minutes of regional hospital board meetings
was conducted. Data were reviewed and categorized again using the key constructs of
board responsibilities, board relationships, board accountability and board development
as an organizing system. Separate data sets were kept for each regional hospital for
comparison purposes. Agenda were reviewed and format changes noted. Key

governance process practices were identified Information was logged about the
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number of community health issues itemized for discussion. Minutes were analyzed to
identify governance practices and community health issues. This analysis examined the
governance processes used, the apparent quality of the discussion and related

decisionmaking, and quantity of community health issues raised..

Shaping Hypotheses

Building on the preliminary identification of case patterns, tentative themes,
concepts, and relationships were outlined. This emergent framework was then
outlined. Tables were constructed in order to summarize and tabulate the evidence

underlying the constructs.

Enfolding Literature

A review of the literature was conducted based on the framework emerging from
the shaping hypotheses stage of the study. A comparison was made of the emergent
framework with the extant literature to identify research supporting or not supporting

early study conclusions.

Reaching Closure

Eisenhardt (1989) cites two issues as important in reaching closure. She
describes the decisions to stop adding cases and to stop iterating betweeﬁ theory and
data. Eisenhardt believes that researchers should ideally stop adding cases when
theoretical saturation is reached. This is the point at which learning is minimal because

the researchers are observing phenomena seen before (Glaser & Strauss, 1967).
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Iteration between theory and data stops when the incremental improvement to theory is
determined to be minimal.

As a single integrated healthcare delivery system was selected for the case
study, a decision concerning the number of cases to be included in the study was
unnecessary. Emergent concepts from the case study were repeatedly tested against the
study data until saturation was reached and further progress toward study conclusions

was considered to be minimal.
Case Study Limitations

Case researchers seek out what is common and what is particular about a case,
but the end result often presents something unique (Stouffer, 1941). According to
Denzin and Lincoln (1998), some social scientists have written about case study as if
investigation of a particular case were not as important as studies to obtain
generalizations pertaining to a population of cases. The authors report that while case
study is seen as exploration leading up to generalization, generalization should not be
emphasized in all research. Case study can be seen as a small step toward
generalization (Campbell, 1975), but investigators should guard against the researcher
bias that can occur when the commitment to generalization or to theory creation runs so
strong that attention is drawn away from understanding the case itself (Denzin &
Lincoln, 1998). Each case study is an empirical study of the factors and the
relationships between the factors that have resulted in the current status. Becaﬁse
investigators seek to understand why, not just what, has occurred, each case offers the

potential to further understanding of the phenomenon being studied and its context.
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Chapter Summary

Chapter III presented an overview of the study design and method. Selection of
the case study method was outlined. Procedures to develop and implement the case
study were reviewed. The findings are presented in Chapter IV. Chapter V includes a
summary of the study conclusions, recommendations for further research,

recommendations for future practice, and the implications of the study.



CHAPTER IV
FINDINGS

The purpose of this study was to describe the governance practices of regional
hospital boards of an integrated healthcare delivery system in advocating the healthcare
needs of their local communities. In order to accomplish that goal a case study utilizing
three separate research approaches was conducted. An integrated delivery system in the
Southwest was selected for the case study. The eight regional hospitals within the
System were the primary focus of the study. First, board members and administrators
for the regional hospitals were surveyed by questionnaire. Next, in-depth interviews
were conducted with selected board .members, board chairs, administrators and the chair
of the regional hospital board. Finally, a review of historical data consisting of board
agenda and minutes was completed. Questions asked throughout the research process
- sought to disclose the role of regional boards in functioning as community
representatives, explore the potential of community representation as a vehicle for
enhanced system integration, and investigate governance and board strategies to
enhance community representation. The results of an analysis of the data gathered
during the case study constitute the findings of the study.

This chapter presents these findings in nine sections. Section One presents an
overview of the regional hospitals in the study and describes the characteristics of

participating board members and administrators. Section Two presents governance

72
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structures and processes in place at the regional hospitals. Section Three presents board
responsibilities as viewed by study participants. Section Four presents board
relationships with the community, management and fellow board members. Section
Five presents perspectives on board accountability. Section Six presents content
analysis of board agenda and minutes. Section Seven presents the rationale, advantages
and disadvantages for regional hospitals joining an integrated delivery system. Section
Eight presents the future governance challenges for regional hospital boards. Section

Nine presents an overview of the purpose and. function of the regional Liaison Board.

Section One: Overview of the Data

The data consisted of responses to the survey by questionnaire forwarded to the
board chairs, board members and administrators of the regional hospitals, transcripts
and notes taken by the researcher during interviews with selected board chairs, board
members, administrators and the chair of the regional liaison board, and notes generated
by the researcher as a result of content analysis of regional hospital board agenda and
minutes.

A total of 56 surveys were mailed out. Fifty-one surveys were completed and
returned. Seven surveys were excluded as they were all from the Chief Executive
Officer of the System, who was a board member on seven out of the eight regional
hospital boards. Of the 49 remaining potential responses, ﬁ‘ve board member surveys
were not returned. All eight regional hospital administrators completed and returned
the survey. Seven of the eight board chairs responded. Analysis was completed on 44

questionnaires, for an overall response rate of 89.79%.
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Seventeen in-depth interviews were conducted. Each interview lasted
approximately one and one-half hours and was conducted either in the subject’s office
or at the regional hospital with which they were affiliated. In addition to quotations and
summaries of answers to the researcher’s questions, each set of notes included basic
demographic data about the subject of the interview and observations concerning the
subject’s non-verbal responses.

Agenda and board minutes were received from seven of the eight participating
regional hospitals. Data covering a reporting period of vapproximately sixteen months,

from January, 1998 through April, 1999, were analyzed.

Regional Hospital Demographics

Data on the regional hospitals were obtained from staff of the integrated delivery
system participating in the case study. Background information was routinely collected
on all regional facilities and surrounding communities as part of the due diligence
process prior to their joining the System. This information was subsequently updated
annually for operational and marketing purposes.

All eight hospitals were located in a state in the Southwest. -They were
considerably geographically spread throughout the state, ranging from 30 miles to 165
miles away from the major metropolitan city in which the vSystem headquarters was
based. Categorizing the >hospita'ls by bed-size, the smallest hospital in the study had 20
hospital beds and the largest had 99 beds. Five of the hospitals in the study had less
than 50 beds and three had more than 50 beds. Services provided by the healthcare
facilities differed based on factors such as hospital size, physician staffing and

community need. All eight facilities provided in-patient and emergency room services.
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The communities in which the hospitals were located varied in population size
from 1,950 residents to 10,000 residents. Some communities were experiencing
growth, with factors such as city out-migration and industry expansion cited, others
were losing population for reasons such as industry decline or the desire for city life.
The majority of the communities supported both farming and light industry. Larger
communities often supported medium-sized companies of 100 to 150 employees, with
the occasional large employer with 300+ employees. Small communities frequently had
small companies of 25 to 50 employees. In each case the hospital was a major

employer in that community.

Subject Demographics

Gender and Age: Of the 36 board members, 31 were male and five were female.
Their ages ranged from 45 to 75 years, with the largest number of subjects, 26, being in
their 40°s or 50’s.

All eight regional hospital administrators were male. Their ages ranged from 44
years to 64 years, with the majority falling in the 47 and 55 age bracket.

Residence: Two-thirds of the board members, 24, lived in the region served by
the hospital, one-third, 12, did not. Only one of the 24 has lived in the region less than
one year, the remainder have lived in the region for more than five years, with the
majority, 16, having lived in the community for fifteen years or more.

All but one of the regional administrators lived in the community served by the

hospital. Two administrators have lived in the community for two to three years, the
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remaining six have lived in the region for five years or more. One administrator was
born in the community in 1947.

Tenure: Board members have held their position at the hospital for periods
ranging from six months to 25 years. The majority, 22, have been board members for
two years or less. The remaining fourteen board members have held their positions
between three and 25 years, with eight having tenure of nine years or more.

Administrative tenure ranged from six months to sixteen years. Two
administrators have held their positions for six months, two for two years, one for three
and one-half years, one for seven years and the remaining two for 14 and 16 years,

respectively.
Section Two: Governance

Prior to joining the System in the study, seven of the eight regional hospitals
were independent, one was part of a competing healthcare system. Several of the
hospitals had, and continued to maintain, relationships with their local city. In some
instances, the city had ownership of the hospital, in others the hospital was the recipient
of tax dollars from the city. In each case regional hospital affiliation with the System
necessitated governance changes. Board and management discussions concerning the
regional hospital’s desi;e to become part of the System were followed by the
negotiation and signing of operating agreements detailing the new arrangement. Shortly
thereafter bylaw changes would have been enacted and new boards forméd. Several

questions in the survey and the interview attempted to determine board member and
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administrator understanding of the nature and ramifications of these governance

changes.

Governing Board

A ihitial governance question in the survey asked whether the hospital had a
legally constituted governing board which bore ultimate responsibility for the affairs of
the organization. Twenty-five board members replied that it did, and 11 said that it did
not. In contrast, seven administrators replied that it did, with one saying it did not.

When asked whether the board was an advisory board that provided advice,
counsel or recommendations to the management or board of a system, four board
members responded it was, eight saying it was not such an advisory board. Two
administrators responded that it was an advisory board to the System.

The question “to which higher board or authority is the hospital board legally
responsible?” brought widely differing responses from board members and
administrators. Twenty-four board members responded that the regional hospital board
was legally responsible to the board or management of a health care system and seven
said it was legally responsible to a unit of state, county or local government.

Each interview began with a seriesjof governance questions. When asked to
explain the new governance relationship, one of the most concise responses was
provided by a board member who was a lawyer by profession and who had probably
assisted in drafting the new legal structure. He explained as follows:

Let me start at the beginning. The hospital building and grounds

and related buildings are owned by the City. The City leases that
property to the Hospital Foundation, which is a non-profit corporation.
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In turn the Foundation leases the hospital for management and operation to the
System. The System is the parent of the hospital board. The actual management
of the hospital is Memorial Hospital Inc., and it is a fully owned
subsidiary of the System.

Another board member saw it this way:

Our hospital board, I think, is accountable primarily to the System
and then indirectly accountable to the city as well because the hospital
building itself is still city-owned and is leased to the System. Through
the lease agreement is an indirect way that we 're responsible to the
city as well.

One board member saw the hospital as responsible to the County

Commissioners. Another explained that the board that existed before the affiliation

with the System still functioned and that it reported to the Public Works

Authority. She outlined that she and one other board member sat on both the old board

and the new board.

In one instance, the board member explained that the reporting relationship was

actually to two boards.

It’s very unusual. There are actually two boards. This hospital is not

tax supported. There are no bond issues, no tax base for it. It’s a totally

freestanding, self-supporting 501 C3 hospital. There are actually three hundred

people in the community who make up a Corporate Board. Then there is a
County General Hospital Board, made up of three representatives of the

three hundred corporate board members and three members from the System.

Another board member viewed the reporting relationship this way:

Well, ultimately, I guess, to the System based on what the relationship is
between those the System and the Board. But in actuality we are accountable to
ourselves. We make decisions and then just notify the System what we have

decided.

Hospital administrators offered more detailed information and were more

knowledgeable of the background intricacies of the reporting relationships.

We have worked with the System on an unofficial basis for about ten
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years. In 1995, the City Commission, who acted as the

Hospital Authority Board at that time, made a decision that they needed
fo be integrated with a larger healthcare system. Because of the
relationship they chose to enter into an operating agreement with the
System without interviewing any other prospects. In July, 1995, the
Hospital Authority Board signed an operating
agreement with the System. The new Hospital board is made up of
three local members and three System members and is accountable

to the Healthcare System Board.

Another administrator explained the nature of his governance relationships this
way:

The Hospital Authority is a public Trust that operates as a subdivision

of the State. It operates with the city of as it beneficiary. The

Hospital Authority owns the hospital. The City Council appoints Board

members based upon the recommendations of the Hospital Authority, plus the

City has on ex-officio member on the Hospital Authority. The Hospital
Authority has an operating agreement with the System.

System Committee Representation

Board member and administrator understanding of governanée relationships was
further complicated because, in addition to board formation details and new reporting
structures, board members were occasionally asked to serve on System boards and
committees. System executives reported that the goal of this governance linking
mechanism was to enhance communication between local and System boards, to serve
as local board member development, and to serve as a reporting structure whereby the
System could learn of local community issues and concerns.

Board members and administrators appeared to differ on their understanding of
those board members who had been asked to serve on System boards and committees.
Board members from the same hospital reported widely disparate numbers. Information

was provided from one hospital indicating that three board members believed one
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person served, whereas one persbn said three were representatives. Another hospital
reported that one board member thought one person served, two thought three did and
one board member thought four people served on System boards. One board member
confessed to not knowing by responding with a question mark. Two board members at
one hospital reported that they believed all their board members served on System
boards or committees, whereas their fellow board members believed one served or three
served.

Administrators provided the following information on how many of their board
members served on System boards or committees: Hospital A reported one board
member served, Hospital B reported two served, Hospital C reported one, Hospital D
reported three board members were representatives and Hospitalé E,F,Gand H

reported that none of their board members served on any System boards or committees.

Board Composition

Gender: The following table outlines the actual composition of each regional

hospital board according to System records: -

Hospital Males Females

" Hospital A
Hospital B
Hospital C
Hospital D
Hospital E
Hospital F
Hospital G
Hospital H

LN ANUnNPpONOWV
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Tenure: The following table outlines the tenure of those board members

responding to the survey:

Hospital Tenure

Hospital A 1 year, 6 years, 1 year, 1.5years

Hospital B 9 years, 1 year, 2 years, 2 years, 2 years

Hospital C 1 year, 1 year, 2 years, 4 years

Hospital D 10 years, 1 year, 1 year, 6 years, 2 years

Hospital E 1 year, 1 year, 6 months

Hospital F 12 years, 1 year, 1 year, 1.5 years, 10 years, 10 years
Hospital G 1 year, 2 years, 12 years, 15 years, 25 years
Hospital H 1 year, 3 years, 4 years

Voting: All board members responding to the survey, with the exception of

one, reported that their position was a voting position.

Board Background and Experience

Political Influence: Fourteen board members described themselves as
politically influential within their local communities, nineteen felt they were not
politically influential. Two board members appeared unsure, one putting a question
mark, the second reporting “Beats me!”.

Involved in Community Affairs:  Twenty-four board members reported that they
would describe themselves as involved in community or civic-affairs. Twelve did not
see themselves as so involved.

Financial Skills: Thirty-one board members would describe themselves as
having financial skills, with only three reporting they did not. One board member

indicated they were “somewhat” financially skilled.
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Business Skills: Thirty board members would describe themselves as a business
person, six would not.

Community Leader: Twenty-one board members reported that they would
describe themselves as a community leader, with fifteen indicating they did not see
themselves as community leaders.

Board Experience: When asked whether or not they had previous board
experience, twenty-eight board members reported they had served on other boards, -
eight reported this was their first board experience.

Professional Title: Board members were asked to provide their professional job
title in the survey. While the majority, 22, were local business executives or managers,
other board members included a pastor, school secretary, store owner, medical director
and physician. Business titles included a bank president, attorney, retired manager,
president/CEQ, chairman, vice-president, senior vice-president, executive vice-
president, chief information officer and chief financial officer. Four board members
indicated they were retired.

One of the early questions in the interviews with board chairs and board
members sought to uncover how the subject became a board member at their regional
hospital. One of the board members described his experience as follows:

I've only been on the hospital board for about a year and a half. Prior

to that I was on the Hospital Foundation Board. Oh, I've been on that

board forever — since the sixties probably. My father was one of the

founding members of the Memorial Foundation in the fifties, early

fifties. And he died, I think, in nineteen sixty-two and so after that I

Just kind of naturally fell into it and I have been very concerned with
the hospital and with the welfare of the hospital since that time.
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Another board member was appointed to the board of his regional hospital as a

result of having served on the County Commission.

1 think I've been on the hospital board for twelve, maybe fourteen
years. We are appointed by the County Commissioner in our
district. I think that probably the hospital administrator called me
and asked if I would be interested in serving as a trustee on the
hospital authority board. And I told him I would be. So he
relayed that to the County Commissioner and it was done.

The local city mayor was responsible for soliciting the candidacy of one of the

board members to the regional hospital board.

I got to be a board member here because I was pastor of the United
Methodist Church for two years. The mayor of the town was a
sometimes member of the church and I went to talk to him about

a totally unrelated matter. I guess that jogged his memory or
something because he came to me shortly after that and asked if

I would be on the board. -

A prominent lady in one community, known for her generous financial support

of local endeavors, described her decision to serve on the regional hospital board as

follows:

Well, I have been board chair for a year now. Iwas asked to serve on
the board by the System shortly after the lease agreement was signed.
Before that I had served as a board member for two years. I am trying
to think whom asked me to serve on the board. I think a board member
asked me at a hospital Foundation dinner one year if I would serve on
the board. Weakness prompted me to say yes. Not knowing how to
say no. (laugh)

Some hospitals seek to have physician representation on their board. One
physician board member interviewed described his role on the board:

I've served on the Board for about a year. Iview my role as
primarily giving input with regard to patient care and with regard
to what a good medical practice is. . ... having a physician on
the board is very important because it is difficult for a layperson,
even for someone who has been in the medical field for a long
time, to get a physician’s perspective.
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Most board members interviewed appeared to have been appointed to the
regional hospital board after it became part of the System for one of two reasons: either

they had served on the board prior to the hospital joining the System or they were a

well-known, and apparently well-respected community member.
Section Three: Board Responsibilities

Data on subject perceptions concerning board responsibilities were sought both
in the survey and during in-depth interviews.

One entire section on the sur\;ey addressed board responsibilities. Survey
respondents were asked to indicate how important they believed it was for their board to
change or improve performance concerning fourteen areas of board responsibility.
Subjects were asked to indicate whether they believed the item was extremely
important, rather important, somewhat important or not important.

Policies: Twenty board members believed it was extremely important to
change or improve performance concerning establishing the policies of the hospital in
relation to community needs. Fourteen viewed it as relatively important and two board
members saw it as slightly important.

Equipment and Facilivties:‘ Providing equipment and facilities consistent with
community néeds was viewed as extremely important by twenty-five board members.
Nine saw it as relatively important, twb as slightly important’.

Professiohal Standards: Indicative of their responsibility to the community,
thirty-one board membefs considered it extremely important to ensure that proper

professional standards were maintained in the care of the sick.
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Physician Interests: The importance of the medical staff to a regional hospital
revealed itself when nineteen board members reported that it was extremely important
to coordinate physician interests with administrative, financial and community needs.
In support, fifteen board members viewed it as relatively important. Only two reported
it as slightly important.

Financial Viability: Strongest board member support in this section was
demonstrated in regard to financial viability. Thirty-three board members reported that
providing for the hospital’s long-term financial viability was extremely important.
Three board members said it was relatively important, two citing it as slightly
important.

Community Resources: The need to gain access to key resources from the
community was viewed with mixed support. Seventeen board members reported it to
be extremely important, fourteen saw it as relatively important, and three considered it
slightly important. Two board members did not see it as important at all.

Community Representation: Eighteen board members thought it extremely
important to represent those served by the hospital., sixteen other board members agreed
reporting community representation to be re‘latively important. Two board members
believed .it to be slightly important.

Resource to Management. Not seen as a strong responsibility by board
members, serving as a resource to top manag!éééﬁt Was seén as extremely important by
nine board members, relétively important by twelve and only sligﬁtly important by

fifteen board members.
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Corporate Goals: Establishing corporate goals received the most diverse
responses of any category. Twelve board members thought it extremely important, ten
relatively important, ten slightly important and four board members reported it not
important. |

Plans and Programs: While establishing corporate goals received mixed
support, board member support for the development and implementation of plans and
programs to accomplish corporate goals was slightly stronger. Nine board members
reported it to be extremely important, while twenty-two board members saw it as
relatively important. Four board members believed it to be slightly irﬁportant.

Qualified Medical Staff: Again supporting the importance of the medical staff,
twenty-seven board members reported that it was extremely important to select and
maintain a qualified medical staff. Eight board members believed it to be relatively
important, one saw it as slightly important.

Well-informed Community: Sixteen board members reported that it was
extremely important to ensure that the community was well-informed about the
hospital’s goals and performance. Eighteen board members believed it was relatively
important, two saw it as slightly important.

Hospital Advoéate: In another show of support for their responsibility to the
community, twenty board members reported that it was extremely important for them to
serve as advocates for the hospital, with fourteen board members indicating it was
relatively important. One board member saw it as slightly important, another viewing it

as not important.
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Healthcare Trends: Sixteen board members reported that they believed it
extremely important that they be informed about current healthcare trends. Seventeen
board members indicated it was relatively important, with three viewing it as slightly
important.

Regional hospital administrators reported that they saw nine board
responsibilities as either extremely important or relatively important. The remaining
five received slightly more mixed responses. Only one administrator viewed one board
responsibility as not important.

Seen as important by the administrators were policy establishment, the provision
of equipment and facilities, establishing proper professional standards, physician
interests, hospital financial viability, representing those served by the hospital, ensuring
that the community is well-informed, serving as an advocate for the hospital, and being
informed about current healthcare trends.

Mixed responses were reported with regard to board re_sponsibility to gain
access to key resources from the community, serving as a resource to top management,
establishing corporate goals, ensuring that plans and programs are develéiaed and
implemented to accomplish corporate goals, and selecting and maintaining a qualified
medical staff. The only board resporisibility seen as not important by one administrator
was ensuring that plans and programs are developed to accomplish corporate goals.

Two interview questions addreséed board responsibilities. Selected as important
to understanding board meeting processes and board membef views concerning the

dynamic nature of today’s healthcare environment, the questions specifically addressed
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board agenda development and board member efforts to stay current on healthcare
issues.

As might be expected, administrators understood the most about how the agenda
for a board meeting was developed, with board chairs also demonstrating a high
awareness. Board members appeared to have some understanding, with a few board
members largely in the dark.

One board member confessed his lack of knowledge when asked how the
agenda for his board meetings were developed.

No, Ireally don’t know. The management does. this and of course if

board members have something that they want put on there why they

can certainly call and I'm sure it would be done.

Have you ever done that?

No, I can’t really remember doing that. Now I’ve brought some things

up that were not strictly on the agenda because 1'd think of something

that ought to be addressed.

Another board member was also uncertain as to the process.

No, not really. Not indetail. We get a packet two to three days before

Our board meeting each month. It includes an agenda and if [ wanted

To bring something up I'm sure that all I'd have to do is call and ask

That it be included and it would be. I've not had a need to do so at this

Point. And also at the conclusion of each meeting there is the freedom,

The offer — does anyone else have anything he ’'d like to present. So

That makes it very easy if there’s something any board member wants

To bring up to be included.

One board member reported that the agenda was a standard one.

It’s a standard agenda of financial data. A pretty standard agenda.

Some board members were more specific about how the agenda for their

regional hospital board meeting were developed and how they would go about

suggesting an item be added to the agenda.
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The agenda is developed between the hospital administrator and the
System. And then if we local board members have something that

we want on the agenda, Father is the chairman and he can add
whatever he wants.

How would you add something to the agenda?

I'would call Father first and then he or I would call the
Administrator to get it on the agenda. If it were some sort of local
issue, I wouldn’t want to go into it without Father knowing
what was coming.

Three of the four Board Chairs interviewed indicated that the hospital
administrator assumed primary responsibility for agenda development. They appeared
to be satisfied with this approach and reported feeling secure in the knowledge that any
item they personally wanted on the agenda would be discussed.

The agenda for board meetings are developed by the administrator.
Usually I receive it a day or two before the meeting. We talk about
it over the telephone. If I wanted something on the agenda I'm
sure I'd call the administrator and just tell him I'd like to discuss
whatever it is.

The agenda are developed right here by the President of
Regional Hospital. I'm sure with information submitted by the
System. And if I want something on the agenda of course I just
call up and say I'd like to have it on the agenda but I don’t
develop the agenda. '

The hospital administrator usually calls me and says-“Is there
anything you want to talk about?” and if not it’s a pretty standard
format. I get a copy of the agenda before the meeting. They

ask for my approval before we go in. There have been a few
instances where the Board maybe brought something up (at the
meeting) but it’s been pretty rare, few and far between.

One board chair was not pleased with the way the board agenda for his regional
hospital were developed but had not felt strongly enough to complain.
I am not consulted. I think the hospital administrator confers with

the System regional manager. I think they confer and kind of make
an agenda.
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Do you think you should be consulted?
Well, I would think that yeah.
Have you asked to be consulted?

I haven’t really made a point of it. It hasn’t been that urgent. And I
think I could get things on the agenda but usually I'm so preoccupied
with everything I really haven’t given a whole lot of thought to it until
1 get the packet that afternoon.

The regional hospital administrators were very detailed in their descriptions of
the process for board agenda development.

My board meetings are quarterly. I develop the agenda based upon
operational and strategic issues that are growing apparent at that
time and by what I call routine issues that are mandated by various
sources. The routine issues would be Joint Commission type things
such as personnel reporting, safety code reporting, quality
improvement — those sort of things you see on every agenda. The
strategic initiatives I coordinate with the regional vice-president.
The local and tactical I coordinate through my local administrative
staff. Prior to the board meeting I sit down with the Board
Chairman and we go over the agenda to make sure that everything
is in there that he feels appropriate. The Board Chairman has the
authority to override the agenda or to modify the agenda as he wishes.

I do that. We take issues that have come up since the last meeting
and include information on those in the agenda. We take requests
that require board action to those meetings, approval for
purchasing equipment of major significance, human resource
issues, professional quality issues are reviewed. All these things
are included as appropriate for the Board to review.

Essentially the agenda is developed by the administration office —
which includes myself, the chief financial officer and the chief
operating officer. Any corporate actions or resolutions that need
to be approved by the local board come under the corporate section
of the board agenda. If the Chairman of the Board has any issues,
or if local board members do, then those are added to the agenda.
Once the agenda for the meeting is developed it is sent over to the

- System. And if they want or need anything added as a result of
issues or resolutions that need to be passed on a corporate level
through this Board then these are added. Then the agenda is sent
out to the board members along with the board packet.
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A second interview quest‘ion on board responsibilities addressed board member
efforts to stay current on healthcare issues and trends. Responses ranged from those
who didn’t think they did stay current to those who relied on management to keep them
informed. /

We don’t keep current very well.

1don’t keep up with it mostly. Ilearn about it at board meetings
and in conversations with the administrator of the hospital. It is
far too complex even for professionals to keep up with. We non-
professionals, volunteers, you really can’t keep up with the
complexities of that, 1 don’t think. 1don’t have time to do it.

Basically through our administrator and the management company.

Well, mostly from management. We do get some literature from the
System. Frankly, Idon’t have time to read much of it. Most of what
1 get comes from administration at board meetings and I don't
pretend to understand very much of it either.

Several board members reported that they learned about many of the key issues
from fellow board members, particularly those with System experience, and from
various board workshops, seminars and retreats.

The two fellows on our board from the System often times share with

us things that they have learned from their other involvement — the
Balanced Budget Amendment, for example, and how it aﬁ’ects healthcare
costs. That is helpful information to me. ,

1 guess just being aware of the things that are going on and in my case
I've learned a lot from other people that I've associated with at the
meetings and seminars and training sessions. Other board members
from other parts of the country and other parts of our state — many of
whom are in rural settings with very similar problems. The exchange
of ideas has been good for me. I feel like I've learned more from that
than some of the courses. :

I know that the System has retreats — I've gone to the retreats and to -
at least three different meetzngs where we talked about some of the
issues.



92

Most board members recognized that they needed to be knowledgeable about
healthcare issues and trends but some doubted that they possessed the time or the ability
to fully comprehend such complex information.

You've got to know what the conditions are to know which way to
fly the plane or steer the boat. You've got to live by what’s coming
down the pike or you can’t survive. You've got to take the steps
but you’d damn well better have the information.

Just being honest, I think in all the years that I've been a trustee that
the healthcare industry is very complicated and is continuously
changing. And there are just a lot of things I don’t think we have

a real grasp on. And it’s not anyone’s fault. 1think it’s just as lay
people we have limited exposure. There are just some things we are
not going to understand. Reimbursements and regulations, those
things are complex and they are changing constantly. I think we are
all guilty of relying on the medical staff and administration. We need
to be able to trust them that they 're keeping us informed and that their
recommendations are right.

One board chair felt strongly that at his regional hospital they were not able to
keep board members current on healthcare issues. He explained:

I don’t think board members are current. Idon’t think our Board
keeps current and I'll tell you why. Idon’t think they are given time
to. Iget those guys and if I keep them an hour and a half that means
we ve really accomplished a lot. 1 think they depend on the experts.

1 know most of the stuff that comes into my office is just trashed and
I would suspect the same of the other people here. I get so much mail
in my business anyway that after awhile it’s just too much.

Regional hospital administrators have a somewhat different perspective on the
mechanisms whereby board members stay current on healthcare issues.

There’s two primary ways. They get the newsletters and correspondence
that I think all board members get through the System and state hospital
association and then every month at our board meetings we have what
we call the System Report where someone addresses the board members
on issues that are more specific to this facility. ; x

We try to give them information and get them data on it. They are
routinely part of the System mailing list for all the stuff that comes
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Jfrom the System. There are trustee and physician updates which
take into account national issues and things like that. We go over
them verbally.

We do it several ways. Quorum provides twice annual trustee programs

on current issues. The System provides at least two annual continuing

education or strategic planning sessions involving the trustees. As well

as the fact the last section of our board packet is called Board

Continuing Education. We usually take current topics and put those in

the board packets. So for those who are not able to get to some of the

meetings at least they re getting the information. Currently the Balanced

Budget Act is the biggest thing affecting rural hospitals and we just put that as

one section of the board agenda and packet and they have access to that

information.

The reasons why administrators would go to such lengths to keep board
members current was explained this way by one regional hospital administrator:

The more they know about the constraints that we suffer under, makes

some difficult decisions easier for them, or understand without questioning some

of the reasons you need to do something. They are more aware of the
underlying issues that force you to make tough decisions.

Section Four: Boafd Relationships

The survey by questionnaire solicited data concerning three distinct sets of
board relationships: community relationships, board-management relationships and
board member relationships. The fourteen questions addressing community
relationships sought to understand board member opinions of the hospital’s
representation of, and interaction with, the local community. Six questions explored
board member relationships with hospital administration, with the final five questions in
this part of the questionnaire designed to understand board member perceptions of

relationships with their fellow board members.
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Three interview questions sought to expand on survey responses by soliciting
additional information on whether board members and hospital administrators thought it
important that regional hospital boards be connected to their local communities, how

boards became aware of community health issues and how such community health

issues are addressed at board meetings.

Community Relationships

Represent Opinions: When asked whether the hospital reasonably represented
the influential opinions of the community, thirteen board members responded that it
almost always did, twenty-two said it usually did and one replied that it occasionally
did. One board member acknowledged not knowing. The majority of administrators,
six, reported that the hospital usually represented the opinions of the community.

Services to Uninsured: Twenty one board members responded that the hospital
almost always provided services to the uninsured, with fifteen board members
indicating the hospital usually did. Seven administrators reported that the hospital
almost always provided services to the uninsured.

Long Range Health Needs: Twenty-three board members perceived that the
hospital was almost always or usually fulfilling the community’s long range health
needs. Three believed it occasionally did. Administrator responses supported board
member perceptions.

Understand Managed Care: Board members did not think the hospital was
educating the community to understand managed care. Twenty-eight board members

believed it occasionally or almost never did. Seven felt it usually did, with only one
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board member reporting if almost always did. Administrators appeared to think the
hospital was doing a better job of managed care education, with six responding that it
usually or almost always did.

Educational Programs: Thirty-one board members reported that the hospital
occasionally or usually offered educationai programs to the community consistent with
community health needs. Administrators agreed with that assessment, with seven of the
eight administrators responding in the same categories.

Health Needs: Three questions asked about how the hospital learned about
community health needs. Speciﬁcall.y, did it learn about local healthcare needs from
healthcare professionals, its board or community organizations.

The majority of board members thought such information came to the hospital
either through healthcare professionals or community organizations. Board members
did not see themselves as strong providers of information on community health needs.
Thirty-four board members reported healthcare profeééidnéls supplied this knowledge,
while thirty-one responded that community organizations were a iikely sburce. Elevén
board members said board members almost never provided such information, with
seventeen reporting the board occasionally did. Administrative responses supported
board member perceptions.

Community Surveys: Board members were unclear about whether or not the
hospital conducted community surveys on a regular basis. Several board members
responded with question marks or marked unknown. Of those that did respond, eight
reported that the hospital almost never conducted community surveys to address needs,

with thirteen saying they were almost never conducted on a regular basis. Eighteen
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thought surveys were occasionally conducted, with sixteen saying not on a regular
basis. One hospital administrator responded that his hospital almost always conducted
community surveys on a regular basis, two responded that they usually did. The
remaining six administrators indicated community surveys were occasionally
conducted.

Health Needs Not Addressed: Administrators were unanimous in saying that
there were occasionally community health needs, which the hospital had not addressed.
Board members viewed the situation more positively, with eight saying there were
almost never any community health issues, which were not addressed. Twenty-four
board members were not so definite, reporting that usually or occasionally there were
health issues that were not addressed.

Solutions for Community Health Problems: This question also received mixed
responses. The majority of board members, thirty-two, reported that they almost
always, usually or occasionally devoted their personal time to developing solutions for
community health problems. Five reported that they never did.

Raise Money for Worthy Programs: Eleven board members responded that they
almost never helped the hospital raise money for worthy programs, twenty-four said
they sometimes did. |

Serve as an Advocate: Most board members, thirty one, were willing to serve as
an advocate for the hospital in helping the community understand the healthcare
changes affecting regional hospitals. All but five board members reported that they
almost always, usually or occasionally served as advocates. Five said they almost never

did.
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Few interview questions were responded to as emotionally as the question
soliciting board opinion as to whether or not it was important for regional hospitals to
be connected to their local communities. Board members felt strongly that it was
crucial.

Oh, it’s extremely important. The hospital does not exist to serve the
System, it exists to serve the community.

Oh, that seems essential to me. From my point of view it’s all service
and we 're here for service. If you don’t keep an ear to the ground
of what the public wants or demands then you 're not providing

much of a service. What you want to try to do is to listen to what
people want and if you can provide it, provide it.

1 think it is extremely important to be connected to the community.
I see the board as a bridge between the hospital and the community.

Oh, I think it definitely is. As hospital trustees we’re charged to oversee
the counties’ interests and provide healthcare for the citizens of the
county. So 1 think it should be local people serving as trustees for the
local entity. It just makes sense.

Board members provided differing perspectives on why they thought it was
important for the hospital to be connected to the community, citing public image,
community representation and service promotion as rationales.

Oh, 1think it is very important. It is very important for the boards
to be connected to the local community. In the same way that
Wal-Mart, huge corporation, does local things, local projects.
Locally-owned motels are more welcomed in the community.

1 think it’s important. I think part of it has to do with the sense of
community feeling that they have access to somebody who can
present their views to the entire board. In my case, I'm here —
I'm visible in the community. People can call me, people can
stop me on the street, in the store and share things that they are
thinking.

Definitely so. Ithink that the System has to be responsive to the
particular needs within the community. If they aren’t, they re not
going to be utilized.
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Because there’s such an incredible, competitive environment.
There are hospital and facilities just over the horizon in any
direction and they all want your patients. They all provide
adequate equal services. So the best thing that a regional
hospital can have going for it is the loyalty of its population.
If you don’t have that loyalty, you're in big trouble.

Well, I think definitely it’s important. You bet. Because that's
where most of our patients come from.

One board member felt so strongly about this issue that he returned to the topic

at the conclusion of the interview and shared this:

I think that it’s real important to understand how important the
healthcare facility is to a rural community. With more and more
people moving to the outlying areas around the city, there’s
gonna be more and more need for community services in the
outlying areas. And particularly healthcare. So often you have
medical emergencies that just couldn’t wait to go all the way
into the city. They have to be taken care of on the spot. And
then there are a lot of cases that need to be taken care of on a
local basis from the standpoint of cost and family and patient
convenience. People do not generally move to communities
where there is not a healthcare facility. They just don'’t. It is
an essential community service. So it’s very, very important.

One of the board chairs returned to community relationships at the end of his
interview and stressed the importance of the role of a regional hospital within the
community.

I think the most important thing is commitment to the

community — that you don’t lose sight of commitment to

what you re really trying to accomplish. Because of the

critical role that a hospital plays to the community on

economic development. When you look at the community

benefit of a hospital, it’s a big one.

Another perspective repeated several times by board members had to do with

local regional hospital board members and perceptions of their ability to represent the

community versus that of individuals who had been appointed as hospital board
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members by the System and who probably did not live in the community served by the
hospital.

If you have a local board member they 're going to be more
concerned about the community. Feeling about the people.
It’s not that there are not good people in a large organization.
The further you are away, the less you care about the people
that are there.

Regional hospital administrators also saw it as important for regional hospital
boards to be connected with their communities, but focused more on community
representation and board member political support.

Yes, it is important. It builds a confidence level within the
facility, that people feel it’s their facility. The community will
feel that way. They feel a connection through their neighbors
or friends or someone they know and respect. They know
they have some local control that will consider their family’s
health or their friends or the community’s needs. That voice
is there.

1 think it is absolutely important that if a System wants to integrate
with regional facilities that they have representation from the local
community. Otherwise the communities really think they have lost
one hundred percent control of anything that goes on in their
institutions. By having an equal number of board members from .
the community and from the System the community thinks they
have equal representation. Now when we first began, since this
was the first hospital in the System, we had four System board
members and three local board members. Within the first year
that was changed so that the local board members didn’t feel that
regardless of what they wanted, there were four System board . .
members who could out vote them.

As far as I am concerned it is vital. The board here understands
the dynamics and politics of the local community, where the System
boards do not, and without that link to the community we ’d be
fighting all kinds of relationships, battles really. Bottom line is
things are different in small communities than they are in big cities.
Virtually everyone knows everyone else. We make a mistake here
at the hospital and two hours later probably fifty percent of the
community knows what’s going on. Everybody around here has
a scanner and they listen to the ambulance and the police channels.
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when they hear something, they pick up the phone and call their
neighbor.

Yes, I believe it is. And the reason I think it is important is that it

is my firm belief that healthcare in this country is delivered on a

regional basis. In order for the continuity of care to be effectively

served in each locality, it is necessary that there be a governance

voice in each one of these local areas. And that can only be

accomplished through local participation on a regional hospital board.

With both board members and administrators convinced it was crucial that
regional hospitals be connected to their communities, it became important to determine
how hospital boards learned about community healthcare issues. Board members
offered the following perspectives:

Conversation. Personal relationships . . . . with community people.

Just living here. Through contact with the local people.

Well, they generally come up through the board members. The board
members are the hotline from the community to the board.

1 feel like that the way we find out about it is through the doctors,
through the nurses, through other people in the community.

1 think most of it comes from being a trustee over a period of time.
Probably our association with local doctors, with our local
administrator. And then you get feedback from the citizens who
know you are on the board.

I guess there’s just an underlying awareness of what people are

talking about and thinking about. There have been some surveys
attempted, I think.

Here at this hospital we have surveys that we do. It’s hard to get

a large percentage of them back but at least the information we do

get is helpful.

Board chairs mentioned both local citizens and healthcare professionals as

channels of communication on community healthcare issues. Two of the board chairs

reported that their hospital conducted regular community surveys. One long-tenured



board chair shared that he did not feel the same level of responsibility to be as
knowledgeable about things now that the System had taken over the running of the
hospital. |

We survey the community. It’s done randomly, I think. Keep in
mind my ear is not as close to the ground since the System took
over the hospital. As it was when the city ran it. Because we had
the ultimate responsibility when I was elected to work for this
hospital and now I'm a volunteer.

So you don’t feel the need to be as involved or to be as knowledgeable?

No. Ifyou take the administrator of the hospital and work that on up
to the talent that’s in the System, they don’t need to rely on us for
those type of things. But we make decisions. We set policy. We
watch the finances. When I was on the City Commission we had

the P & L responsibility for this hospital. It was up to us to keep

this thing open. That burden has been removed from us and has been
moved to the System.

While hospital administrators cited community members as a key source of
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community health information, they clearly valued the data provided by area physicians

and community surveys. Two administrators reported fairly extensive data gathering

processes.

You get a lot of feedback from your local physicians. The kind of
patients they re seeing, the kind of equipment they will need to
treat those particular illnesses, the supplies, the drugs. It gives
you insight into the kind of patients they 're seeing. Not only the
high volume cases, but also the changes they're seeing. For
example, a different flu strain.

Boards get most of their information from hospital staff. We do
at least a biannual community survey which asks questions
relating to the hospital and how we 're doing, but also what does

- the community perceive we are not providing. And then we also
have a focus group that meets probably twice yearly that has
representation from a cross-section of the community. A summary
report is put together outlining what business is leaving the
community and why. A perfect example is that local physicians
do not feel we need a pediatrician because seventy percent of
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the medical staff are family practitioners. They treat the whole
Samily. You go out and ask the community and they want a
pediatrician and so therefore they go out of town to seek that
service. The physicians didn’t know that these people were
going out of town because those patients never came to them

in the first place. We can then take this information to our board
and medical staff.

Boards have two main mechanisms to learn about local health

issues. They fall into what I call the hard data sources and the

soft data sources. The hard data sources are the demographics

which are developed and presented to the internal and external

sources. Internal sources being the administrative staff. External

sources being public bodies, such as the health department. Soft

data is public perception. It is much more difficult to quantify

this data but it is just as important. It is the responsibility of the

administrative staff to make this information available to the board.

Once a community health issue has been identified, both board members and
administrators reported that it would be discussed at a board meeting. Depending on
the nature and scope of the issue, board members indicated they might request the
hospital administrator and his staff to conduct further research to be presented to the
board at a future date. Based on research results the project financials would be

~developed and a board decision made as to whether to proceed with the project.

Board members cited several examples of community health issues that had
received board consideration. In one case there was community concern about the
potential for elevated lead levels in the blood of employees of a local smelting plant.
The hospital assisted the city and the Environmental Protection Agency. in providing
testing. Another board member indicated that the need for healthcare in some of the
small towns surrounding the regional hospital led to the development of satellite clinics.

According to one of the hospital administrators, a diabetes support group was formed

‘when the local health department and a patient’s family member approached the
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hospital board about the problems of securing care for area diabetics. In each of the
previous examples, the health issue became known to the board, was discussed by the
board and action was taken. Examples were also provided of projects which, for
various reasons, board approval to proceed was not granted. Establishment of an
oncology unit and creation of a dialysis center being mentioned as worthy community

projects not deemed economically feasible by their hospital boards.

Board—Management Relationships

Six survey questions addressed board perceptions concerning hospital
administration’s efforts to keep them adequately informed and provided with sufficient
background data to enable them to appropriately fulfil their board responsibilities.

The first three questions dealing with the provision of information received
complete board member support, whereas responses to the latter three questions on
response to board input, communication of community health needs to the System and,
resource allocation received only qualified support. Administrator responses paralleled
board member feedback, demonstrating an apparent acknowledgement that there might
be room for improvement in certain areas.

Informed of Performance Against Goals: Thirty-three board members reported
that hospital administration almost always or usually kept them informed of hospital
performance against goals. One board member said administration occasionally kept
them informed, with two reporting administration almost never did. Seven
administrators responded that they almost always provided such information, one

reporting that he usually did.
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Informed of Key Healthcare Trends: Most board members, thirty-two, felt
administration almost always or usually kept them updated on key healthcare trends.
Two reported it occurred only occasionally, another two saying it almost never
happened. Again, seven of the eight administrators responded that they almost always
kept the board informed, oné felt he usually did.

Provision of Background Information: Thirty-four board members believed
administration almost always or usually provided clear background information to
support decision-making on proposed programs and services. Two board members
reported administration almost never provided such information. Six administrators
were confident that they almost always provided information to support decision-
making, two felt they usually did.

Response to Board Input: Sixteen board members believed that administration
almost always responded appropriately to board input concerning community health
issues. Eighteen board members felt administration usually did. One board member
reported administration almost never responded appropriately to board input. Four
administrators believed they responded appropriately, four said they usually did.

Community Needs Communicated to the System: In answer to the question “are
local community health needs communicated to the System board?”, eleven board
members reported that needs almost always were communicated. Eighteen responded
that they usually were, three said they occasionally were and three board members said
they almost never were. One administrator believed he almost always communicated
local needs to the System, six felt they usually did, and one acknowledged he only

occasionally did.
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Discuss Resource Allocation Issues: Six board members believed their board
almost always discussed resource allocation issues in cases where organizational and
community interests competed. Twenty-three board members felt it usually happened,
four said it occasionally did, with one board member reporting his or her board almost
never conducted such discussions. One board member indicated they weren’t sure
either way. The majority of administrators, six, believed their board discussed
allocation issues when the need arose.

In this section of the questionnaire, one or two board members consistently
responded negatively. These individuals were board mémbers at the same regional
hospital and their responses very likely reflected their relationship with the hospital

administrator.

Board Member Relationships

Board member perceptions of their relationships with fellow board members and
the nature of the their board meeting discussions were the focus for the portion of the
survey entitled Board Membe_r Relationships. Responses suggest that board members
believed the environment in their board meetings to be such that they felt free to openly
discuss issues and that they were appreciative of the contributions of others serving on
the board.

Board Dialogue: When asked whether at board meetings board members
engaged in dialogue among themselves concerning key issues, board members clearly
indicated they felt very comfortable discussing issues with their peers. Nineteen board

members responded that they almost always engaged in dialogue, fifteen replied that
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they usually did, with two saying they often did. Administrative responses supported
board member perceptions, with seven reporting this almost always or usually occurred.

Other Board Member Skills: Twenty-nine board members believed that other
board members almost always or usually possessed skills which they lacked and which
were helpful in decision-making. Six indicated this was occasionally the case, with one
board member believing firmly in his or her superiority and responding that this was
almost never the case. Possibly due to their healthcare background and experience,
only one administrator reported board members almost always possessed skills they
lacked, two indicated they usually did, with five acknowledging they occasionally did.

Effects of Decisions: All thirty-six board members indicated they almost
always or usually were aware of the effects that their decisions have on the community.
Administrators were in equal agreement with this perception.

Speak Freely: Thirty-three board members reported that they almost always felt
free to speak their minds about issues affecting the community. Three board members
indicated they usually did. Once again, all eight administrators concurred with this
opinion.

Raise Community Health Issues: When asked whether board members raised
community health issues, nine board members felt this occurred, eighteen indicated
board members usually raised community health issues, with six reporting it
occasionally happened. Two board members felt board members almost never raised
community health issues. One 'board member was not sure whether it happened or not.
Administrators indicated board members most certainly raised community health issues

at board meetings.
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Section Five: Board Accountability

Seven questipns in the survey by questionnaire sought to understand to what
degree board members held themselves accountable to the community members they
represented. Both board member and administrator responses suggested that in some
instances boards were being appropriately accountable, in other instances this was not
the case.

Boards did request feedback about programs provided for the community benefit
and were fairly proactive in addressing community health issues. It appeared that most
boards only infrequently reviewed community health data and were only occasionally
being educated on community health measures. Little board education was reported
and board member responses suggest community health issues were not consistently
passed on to the System board for their information.

Specific information on community health programs that the regional hospitals
had initiated was sought during the_in-depth interviews. Another interview question
solicited input on how boards determine which community health issues to address
given limited financial resources. A third question on board accountability explored
what board members felt they needed in the way of board education and what was being
offered to them.

Feedback on Community Programs: The majority, 28, board members reported
that the board almost always or usually requested feedback about programs provided for
the community benefit. Six believed the board occasionally did, while two board
members from the same regional hospital responded that their board almost never

requested such feedback. The administrators agreed with board members, with two
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reporting that their board almost never requested program feedback and the remaining
six indicating that their boards almost always or usually asked for updates.

Proactive in Addressing Community Issues: Twenty-seven board members
reported that their board was almost always or usually proactive in addressing
community issues. Six responded that their board occasionally was. Three board
members, each from separate hospitals indicated their board was almost never proactive
in addressing community health issues. Each administrator saw his board as generally
proactive.

Board Education: Board members and administrators disagreed on provision of
board education. Ten board members representing five separate hospitals reported that
their hospital almost never provided formal education for board members. Thirteen
board members, each hospital having one or two representatives, said their board
occasionally provided such education, with twelve reporting that their board almost
always or usually did. Only one administrator acknowledged not providing formal
board education, with the remaining seven administrators indicating they did on
occasion.

Community Health Data: Seven board members from five separate hospitals
reported their board almost never reviewed community health data. Twenty indicated
their board occasionally did, with only eight reporting they almost always or usually
looked at community health data. Feedback from administrators supported these
responses. The majority, five, said their board occasionally or usually reviewed

community health data. Three reported their board almost never did.
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Education on Community Health Measures: Six board members from four
hospitals indicated their board almost never received education on community health
measures. Fourteen board members reported their board occasionally was educated,
with thirteen saying it usually was. Only three board members reported their board
almost always received such education. Administrators were split with half, four,
reporting they usually educated their board on community health measures and the other
half saying it occurred occasionally.

Community Health Issues Passed on to the System: The question “are
community health issues passed on t(.) the system level board members for their
information and consideration?” received widely mixed responses. Seven board
members believed such issues were almost always passed on to the System, eighteen
felt they usually were and six reported that issues were occasionally passed on. Four
board members, three from one hospital and one from another, thought community
health issues were almost never communicated to the System. Administrator responses
were equally varied. One reported issues were almost never passed on to the System,
three said issues occasionally were, three indicated they usually were and one reported
they almost always were communicated.

Board Evaluation: Twenty-eight board members, with at least two board
members from each hospital, reported that there was no process for evaluating the
board’s performance. Five board members said they believed there was such a process
in place. Three board members acknowledged they did not know. Three hospital
administrators reported that a board evaluation process was in place at their hospital;

the remaining five said their hospital did not conduct board evaluation.
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During the interviews board members and administrators were asked to describe
some of the community health programs their hospital was offering to the community.
Administrators were far more readily able to cite examples than were board members,
who struggled to recall specific programs. In a few instances board members were
personally responsible for surfacing the program idea and in these cases the individual
was extremely articulate and provided extensive information.

Board members provided the following program examples:

Well, it’s an acute care tertiary hospital, so it responds to the
need for emergency care and inpatient and outpatient care as far
as its capabilities can go. There’s a cardiac clinic.

We have a health fair once a year where various screenings are
offered. Other than that, I don’t know.

We do a number of screenings throughout the year. We have a
urologist that comes down and does several tests. The turnouts
are just unbelievable. We offer discount mammograms.

There’s a blood pressure check. Then there’s a community-
wide Old Timer’s Day with health screenings. And screenings
at local schools.

I think the specialist clinics are very important. And the mobile
CAT scan. There’s some other mobile unit that comes down
here but I can’t think of it.

* When a board member participated in the program development and subsequent
implementation of a community project, he or she was very knowledgeable about the
program.

We have an Oncology Unit. Some people felt like we had a rather
high rate of cancer in the area. Our thinking was to try to serve
the needs locally rather than having to transport our people to
the city sixty-five miles away. We started out thinking there may
be some dollar value to it, some income generation. And after a
rather intensive year we saw it was not going to be any kind of
savior from an economic standpoint but it was gonna provide a
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valuable service. And if it did that and we could make it a break-
even proposition then we felt like it was something that needed
to be done.

Well, we have a project underway to build a new emergency room
Jacility. What you have in little rural communities is folks that

can’t pay for health services and so they wait for the weekend and
come through the emergency room knowing that you're going to

take them in. The most that we are able to get reimbursed from
Medicaid is six or eight dollars a call. Well, Medicaid has a program
where if you have an emergency clinic then you can get reimbursed
fifty or sixty dollars, so we designed our new emergency room
around that reimbursement code.

We have satellite clinics and a renal dialysis clinic. We have had the
renal dialysis clinic for a number of years. It’s been well received
by a small minority. So you have something that is a tremendous
benefit but it doesn’t really impact the whole community. It impacts
a small segment, but it’s still a wonderful thing.

Several board members reported that the financial situation at their hospital had
been so severe that there just weren’t any spare resources to allocate to new programs.

So much of what I've done since I've been on the board was just

simple survival. There never has been very much consideration of

what we can offer. We want to keep the hospital open because

especially the emergency room was needed and we have to have

inpatient beds in order to qualify to keep the emergency room

open. It’s just been survival so much.

Idon’t know ifit’s in response to community need. So much of

it is in response to trying to find something that will just at least

break even. That’s what it has been prior to our joining the

System. The System has given us added strength.

Administrators provided far more detailed information on program offerings
than board members did. Examples of programs included a wide variety of satellite
clinics where specialist physicians from the city visited the regional hospitals

periodically to see local patients. Urology, orthopedics, cardiology, ophthalmology and

obstetrics/gynecology were mentioned. Weight loss classes, smoking cessation
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- programs, a sexual assault nurse examiner program for rape victims, CPR training, and
various health screenings were also cited.

One administrator reported that his board had raised several perceived
community health needs over a three to four month period. He recommended to the
board that a community survey be conducted.

The survey asked specific questions as far as the services that the

community thought they needed and would support and from

that we developed our current specialty clinic program, which

now includes six different specialty clinics. They're going

extremely well.

A former hospital administrator, who was now serving as a board member for
her regional hospital, shared her, somewhat different, perspective on community
surveys.

I don’t know that doing a survey would make a lot of difference.

I'll tell you what it would surface here. It would surface teenage

pregnancy, drug abuse, alcohol abuse, nicotine abuse, and overeating.

And of those I don’t know how much a hospital could do. It’s

very difficult in a small town to stand up and begin to try to have

a program to tell other people how to live. It’s not well received.

Few regional hospitals can address all the community issues the board feels are
important. Generally there are insufficient resources. Decisions must be made what
programs to pursue and which to put to one side for the present. Board members
indicated relying heavily on their hospital administrator to help them through this
decision-making process.

We would rely on information provided us by the administration.

We d definitely be dependent on that. We 're counting on their

medical expertise. We’d look at the economics of it. We'd

look at what it does locally . . . . and probably throw in a
little local politics too.
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Usually we get advice from management — the pros and cons —
and of course most of the time what they tell us is right. We
may question them but we don’t try to override their
judgement.

I guess we all have to draw on our own resources. The board
is made up of a diverse background of people and a mixture of
ideas generally helps to get us to a place we need to be. I think
the support we 've had through the System has helped, gives us
a lot more expertise to fall back on.

I've always thought my function on the board was simply one
of providing whatever wisdom I could. Obviously, I don't
understand all the healthcare industry. My function is to
provide some wisdom — another point of view than people
that are tied up in the System.

Board chairs provided different perspectives on how their board decided among
community needs:

I suspect it’s intuition as much as anything. Just board intuition.
What they think will work and what won’t work. And you have
to remember none of us are specialists, we 're not physicians,

We 're lay people and we just have to use general knowledge
and general ideas.

Well, I think we would first of all try to understand what is being
proposed. Then, especially those of us in the community, would

try to reflect and see how that benefit would be received — good
or bad.

One board chair, the chair of the regional hospital which had been the first to
join the System, did not feel that final program decisions lay within the scope of
accountability of his board.

We really don’t make those choices here. That’s made at the

System. They know what'’s best for the community based on

what’s been best for the communities in the past. And of course

with what we tell them. I think they give a lot of credence to
what we say or recommend.
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Regional administrators agreed that their board members depended on
management to provide them with the necessary data to support decision-making.

The board pretty well leaves those decisions up to the
management of the hospital. We have pretty much
weighed out what will work and what won'’t before
taking it to the board. We do the homework and bring
it to the board.

It’s primarily based on the financials that are developed. A

lot of times the community’s perception of their needs are

well intended, but as you get into those types of programs

you find out that there’s no way the hospital can financially

support a particular program unless the community themselves

decides to put money into the project and very rarely do they -

want to do that.

When faced with having to go back to the community and tell them a project is
not feasible, one administrator indicated he may communicate directly with those
bringing the issue forward or he may solicit board member assistance in explaining the
situation to the community.

I give them the research information and let them know that it’s

not feasible to carry forward with that program. About ninety-five

percent of the people understand. You show them you ve done

the due diligence, researched the problems, and run the proformas.

as long as they feel you’ve made a serious, concerted effort, they're

OK with it.

If an accountability of board members is to support hospital management in
explaining why programs are not feasible and to help the local community understand
current healthcare issues, then engaging board members in a board development
program would better prepare them for such assignments.

One interview question addressed board development directly. Responses

suggest that while some board members would value board development efforts, others
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reported that time was a limiting factor. Board members indicated that little board
development occurred.
I'would say no board development happens on an organized basis.

There has not been any to this point. I think that is a weakness. I

kind of floundered for a while when I began on the board. There was

50 much to be done so quickly, we were just kind of doing what we
“had to do and hoping we could catch on soon. It’s also taken a

while to understand what my responsibility is other than just appear,

read the reports, and vote. I think all of us are probably willing to do

what we need to do but we don’t always know what that is.

We have only recently made efforts to develop the board. It’s really
an aged board. We want to start attending some seminars.

The System has given us a manual. I think I still know where

it is. I have not studied it carefully. I'm sure we need to be aware
of the System because we 're part of that now. I'm not sure how

it all fits together. It’s kind of like here’s the System and here’s
the community and we 're between them. I guess we need to
understand both directions to do our job here.

Everyone on our board is encouraged to take part in seminars by the
administrator. And it’s probably like every other kind of board — the
offerings are taken advantage of by some people and not by others.
Finding time to leave your everyday tasks and take off for a couple
of days becomes kind of difficult.

Board chairs were more articulate about the importance of board education from
their perspective.

Board education is the preparation of the person for board responsibility. 1
think that is very important. Ididn’t feel like I had the background to just walk
in. There has to be some kind of training. Ididn’t know exactly what to ask for,
1 just know that 1 didn’t feel very qualified when I started.

The time I felt best about being on a hospital board was when I attended

one of the conventions of hospital board members a few years ago. That’s when
I really understood integrated healthcare and that it was possible for hospitals
to work together. That you could take the resources available, mainly the
doctors, the hospitals, the nursing homes, and integrate them into a system that
would really benefit all the people.
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I'm a very conscientious type person and when 1 do a job 1 like to feel
that I'm doing it the right way. That I can do some good in what I'm
doing and not just be a body sitting there when we have board meetings.

Several board members wanted to discuss issues that were indirectly related to
board development but which were currently problematic from their standpoint.

One of the big problems in a small town is that the same people get
called upon for all kinds of voluntary work and these people get
tired after a few years and some inertia sets in. If there’s a way, we
need to get younger people interested in doing work like this. Then
there would be replacements for those who tire of what they 're
doing.

I think it’s important that the board be carefully chosen. And that it’s
not just a sloughed off thing just for formality. You need to have
people who have both intelligence and what I think of as the heart
and fortitude that one needs to be successful in healthcare. In my
years in healthcare I was really impressed by the quality of the people
who were the leaders. 1do think that they are more concerned with
the welfare of the human population than leaders in other business

fields.

The other board members, I have not had opportunity to really get
acquainted with them outside the board meetings. Maybe if each
board member received a brief biographical sketch of the other
board members, it would be helpful. Just two or three sentences
about . . . .. this person is the manager of this department, he’s
married and has three kids, and he likes to fish. Just little personal
things of that kind. It would be helpful.

While many of the individuals interviewed confessed to finding healthcare
confusing and complex at times, one board member expressed his views more candidly:

I'd be interested in when you 've completed your interviews with
people in the same position I am, if they 're all honest enough to
say that they are completely in over their heads most of the time
in terms of the details of medical services. As local business men
we re just lay people overseeing an entity that specializes in
healthcare. We 're doing the best we can but we 're limited. And
we do rely on the staff pretty heavily.

Regional hospital administrators acknowledged that board development was



117

lacking. They alluded to the fact that most of their board members were very busy
people who found getting away from work difficult. Once they were successful in
persuading a board member to atfend a seminar or workshop, administrators reported
the person frequently returned with a heightened appreciation of healthcare issues.

If a board’s going to function, they have to know what their
requirements are and the best way to do that is through a
continuous training program. 1It’s difficult sometimes. Most

of the sessions are out of town and you have to badger people

to go. One board member who went came back just glowing.
He said it was wonderful. They meet other people and exchange
ideas which is very important. I've had them come back and
say “do you know what this hospital in Florida is doing, . . .".

One administrator talked about the problems he had experienced recruiting
board members.

If we have a weak spot, board development is probably it. In the
past there’s not been a great deal of orientation and development.
what we 've found in the smaller community is that it’s extremely
difficult just to find someone that will serve on the board. Usually
what happens if you find somebody that says “yes”, you pluck
them off the street, set them behind the chair and you start having
meetings.

Why is it hard to find somebody to serve on the Board?

It’s a real political issue in small communities. Board members
have to answer for what the hospital does or doesn’t do for the
community. We sometimes have to make some basic structural
changes—cutting employee hours, laying people off — that causes
unrest in the community. People pick up the phone and call a
board member. There’s been a lot of long time friendships that
have been tested because of these types of issues.

Issues of politics in small communities was a theme that was repeated in almost
every interview. Both board members and administrators reported that it affected not

only board selection but also program development and service provision. Managing
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these dynamics was seen as part of ongoing public relations, and an accountability of

board members and administration alike.

Section Six: Content Analysis of Board

Agenda and Minutes

Regional hospital board agenda and minutes of board meetings were gathered
and analyzed. Data covered a reporting period of approximately sixteen months from
January, 1998 through April, 1999. Data was received from seven of the eight hospitals
participating in the study. The goal of this section of the research was to describe those
aspects of community health care issues being raised for consideration at the board

level.

Board Agenda Analyses

An initial review of the agenda format was conducted. Key agenda topics were
noted, together with changes to the agenda format during the review period.

The majority of regional hospitals followed a standardized agenda format, which
was utilized at each meeting. A typical agenda format included:

Call to Order
Approval of Minutes
Corporate Board Action
Medical Staff Report
Financial Report
Reports:

- CEO

- Quality Council
Board Continuing Education
Other Business
Adjournment
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Other agenda items appe'aring on hospital board agenda included: establishment
of quorum, capital projects, committee reports, operational report, human resources
report, public relations report, administrative policy, community service programs,
foundation, and announcements. Agenda items such as Election of Officers and Annual
Budget Review appeared on the agenda at those times of the year board action was
necessary.

All but two regional hospitals kept the same agenda format for the entire review
period. Agenda changes for the two hospitals appeared to be the result of System
intervention. In each case the previous hospital agenda had lacked a firm structure, with
items being listed based on the topics needing to come before the board at that specific
meeting. Both hospitals adopted a standard agenda bearing striking similarity to those

of the other regional hospitals.

Board Minute Analyses

A total of sixty-two sets of minutes were reviewed. Two of the seven regional
hospitals conducted monthly board meetings, five held board meetings on a quarterly
basis. A coding system was utilized to log items being discussed by the board. Items
were classified as governance, operations, finance, physician and community
representation. Community representaﬁon issues included board discussion about the
community’s general héalth, discussion of equipment that might benefit the community,
discussion about programs being proposed or considered for development, discussion
about programs which were to be scaled back or dropped, and discussion about

recruiting new physicians into the area.
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Community representation issues were consequently segmented into five
categories: general community issues, equipment need issues, program development
issues, program scaling back or closure issues, and physician recruitment issues. Logs
were maintained denoting whether a board member or administration raised a
community health care issue for discussion.

A total of 793 issues were recorded. A breakdown of results is shown below:

Category # of Issues % of Total Issues
Governance 94 11.9%
Operations 240 30.2 %
Finance 152 19.2 %
Physicians 88 11.1 %
Community Representation 219 27.6 %

A detailed summary of each hospital’s data is presented in the following table.
A breakdown of community representation issues show the number of issues raised by

board members, 90, and those raised by administration, 129.

Summary Table 1: Content Analysis of Board Minutes

Hospital Schedule #Mtgs. Gov. Oper. Fin. Phys. Comm.R. Comm.R

B A
Hospital Q 6 12 29 7 10 12 4 8
Hospital B M 15 23 64 27 19 62 - 20 42
Hospital C - - - - - - - -
Hospital Q 6 6 38 19 39 6 33
Hospital E Q 7 12 10 8 15 5 10
Hospital F Q 7 14 49 25 35 19 16
Hospital Q 7 6 29 22 23 11 12
Hospital M 14 21 21 44 33 25 8

Totals 62 94 240 152 219 90 129
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An analysis of the 219 community representation issues reflected in the board
minutes revealed that new program discussion accounted for 32.5 % of the issues,
general community health discussion constituted 29.7 % of the issues, physician
recruitment discussion accounted for 18.3 % of the issues, equipment discussion was
12.4 % of the issues, while program scaling back or closure represented just 7.1 % of

the issues. A tabulation of these results is presented below:

Summary Table 2: Community Representation Issues Reflected in Board Minutes

Hospital Community Equipment Programs Programs Physicians
Issues + -
Hospital A 1 3 3 1 4
Hospital B 23 13 18 3 5
Hospital C - - - - -
Hospital D 13 2 16 - 8
Hospital E - 7 2 3 3
Hospital F 15 2 16 - 2
Hospital G 6 - 8 - 9
Hospital H 7 - 8 9 9
Totals 65 27 71 16 40
29.7% 12.4% 32.5% 7.1% 18.3%

Board members raised 41 % of the commﬁnity representation issues, whereas
administration raised 59 %.

The analysis of board minutes revealed that board members appear to spend
quite some time at their meetings discussing new program ideas or needs and potential

program implementation. Discussion of issues pertaining to the general health of the
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community also scored highly. The number of times physician recruitment was
mentioned suggested that the board recognized the value of physicians to the
community, potentially both from a community health standpoint and from an economic
standpoint. Hospitals not infrequently need to replace old or worn equipment or may be
seeking to upgrade their capabilities, and the number of times equipment was discussed
appeared customary. Discussions concerning program scaling back or closure were
almost uniformly connected to home health programs. Recent reimbursement changes
have led many hospitals to reconsider the scope of their existing home health programs,

with many programs closing completely.
Section Seven: System Integration

Two open-ended questions in the survey by questionnaire asked board members
and administrators what were the key advantages, and disadvantages, for regional
hospitals in joining a healthcare system. Four interview questions also sought to
understand the rationale behind the decisidn on the part of the board and management to
seek affiliation with an integrated delivery system, what perceptions of the advantages
and disadvantages were at this stage in the relationship, and what integration efforts

were being implemented.

Why Regional Hospitals Seek

System Affiliation

Board chairs, board members and administrators were very explicit about why
their regional hospital sought affiliation with an integrated delivery system. The

majority of those interviewed, fifteen, indicated that the hospital’s continued survival
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was dependent on access to additional financial resources. When asked why regional
hospitals sought to become part of an integrated delivery system, board members
responded:

Because they can’t exist on their own. With government
regulation and the shrinking of that kind of financial resource,
all the cutbacks, the small, rural hospital can’t keep their
doors open. There’s just not enough dollars.

Because we were broke. The financial reality of it is we just
couldn’t make it. We didn’t have the patient load, we didn’t
have the reimbursement and we didn 't have the money to do
it. We couldn’t do it on our own.

Well, it’s strictly numbers. 1don’t think in this day and time
you can survive unless you 're part of an integrated system. 1
don’t think there’s any choice. It’s just a matter of which one.

1 guess they re all looking for a security blanket.

We, as trustees, felt like rural hospitals were going to continue
to face challenges that would make it difficult to remain
independent.

Board chairs were also concerned about the finances, but they also emphasized
needing access to a higher level of expertise.

The era of the stand-alone rural hospital is gone. We don’t have
the depth of resource that we need to survive. We've got two
big hospitals twenty miles away that would suck the life out of
us and we simply would not be able to grow and develop.

Well, we don’t know how to run a hospital. So it’s a matter of
knowledge, expertise, and financial help.

Survival.

There’s a recognition that they need professional help. If you look
at the resumes of the administrators of small town hospitals who
have not been affiliated with a larger group it would give you an
idea of what I'm talking about. In the small towns it’s just hard
to find people who are professionally expert at all the things one
needs to be to manage a hospital. Most of these regional hospitals
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are staffed with local people who get promoted because they were
good at entry level jobs.

Responses from the regional hospital administrators also stressed survival, the

need for access to capital and to economies of scale. One regional administrator clearly

acknowledged that he needed help in the form of additional expertise:

As an independent community hospital there are not enough tools
available to make the changes necessary to keep up with all the
changes in the federal program, such as the Balanced Budget Act.
If you affiliate with a system you gain the resources and the
infrastructure and the knowledge to be able to make those changes.
In other words it’s like you're out on the end of a limb and you 're
sawing the limb off behind you. That’s kind of where you're at
with an independent hospital, except that the government’s the

one that sawing the limb. In the System you have so many
different resources to draw on and, if nothing else, that information
allows you to get on the other side of where the sawing occurs.

Not all regional hospitals made the decision to join an integrated system to avail

themselves of additional financial resources. The administrator of the first regional

hospital to join the System depicted in the case study described his board’s thinking this

way:

When Hospital made the decision to join the System

it was at a time that they were at the best financial position the
hospital had experienced in the previous ten years. They felt it would
be much better to align with the System when they had some

strength and were in a better position to create a win-win for the
community and the board than if it was at a time when they were
struggling and then it would be like the tiger against the lamb. The
Board felt joining a system was necessary because of all the managed
care that was coming into play and that it would be better to associate
with an organization able to contract on a global basis.
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Advantages for Regional Hospitals in

Joining a Healthcare System

Board members responding to the survey listed the following key advantages to
their regional hospital in joining a healthcare system, many advantages appearing

multiple times:

Survival Managed care contracting
Economics Enhanced financial expertise.
Management Referrals of patients

Capital access. Centralized purchasing & supplies
Recruiting Economies of scale

Guidance Financial relief

System strength Known business partner

Expert advice Financial and operational support
Physician services ~ Shared risk

Benchmarks Diversity of programs and services
Cost control Strength provided by a strong system
Referral sources Physician network for contracting
Hiring Improved management information systems

Some board members chose to elaborate beyond a word or a phrase as their
survey response.

Greater access to quality healthcare for the community through
availability of medical expertise, better resources and quality
control — thereby providing convenient services and quality
outcomes.

The challenges facing rural hospitals can be overwhelming.
A healthcare system offers expertise, financial support and
leadership to help meet these challenges.

Regional hospitals are heavily dependent on Medicare and
Medicaid, which do not reimburse adequately. Rural hospitals
do not have a great deal of insurance and private pay insurance.

Support, not just financially, but for knowledge re current legal,
regulatory and industry trends, as well as depth in such areas
as strategic planning, information systems, efc.
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Better informed about different issues. Stay on top of all issues,
such as community health issues, government regulations,
managed healthcare, etc.

During interviews with board. members many of the advantages outlined in the
survey responses were echoed. It was apparent that, in addition to the access to capital
and financial expertise offered by the System, board members believed considerable
economies of scale could be realized through group purchasing arrangements, that
some of their hiring difficulties would be eased as a result of System affiliation, and that
System expertise would help them straighten out weak or faulty management systems.

We wanted some stability in the management, buying power,
organization. Being able to get price breaks because of group
purchase. Management help. The healthcare industry is just so
complex and so rapidly changing. Somebody in Washington
decides to do something different and you’ve got thirty
thousand changes come out of that and it’s just almost
impossible for small hospitals to keep up with all that.

Being related to a large organization gave us first of all stability.
second of all the appearance of stability, which really, really,
helped our hiring good people. We could say we re part of the
System and we 're here for the long haul.

In the two plus years since we joined the System, I think they 've
had to come in and almost scrap existing systems and start from
scratch. The computer system at the hospital, the billing system
in the clinic, receivables — it just had to be redone.

A board chair expressed it this way:

We needed somebody to do exactly what they did. To take the
hospital over. To run it and I'll tell you they have run it quite
successfully. This hospital has been very profitable and I can
only give thanks to the System for that because we weren't
doing it prior to that.
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Hospital administrators also reported access to financing and management
expertise as primary benefits to joining the System from their perspective. One
described being part of the System as giving him access to a huge knowledge base, with

specific people for each area.

A less obvious benefit to joining the System was shared by the administrator of
one of the regional hospitals. His hospital had been struggling due to the negative
effects of local politics for quite some time.

One thing that the hospital gained in this instance was the ability

to cut loose from local political pressures that may be

inappropriate. I'm talking about where local officials basically

have control of the hospital and try to use political patronage,

for instance appointing friends or relatives to the board and
similar favoritism for employment at the hospital.

Using the power and leverage of the System was not only beneficial in helping
control local politics, it was also attractive to one regional hospital board looking to
replace their hospital administrator.

The board wanted to make a change in administration but they

didn’t have a clue about how to do it. They had been so blocked

off from information and routine data. A big part of what they

wanted to do was to make very sure this place was cut loose
from that administrator.

Disadvantages for Regional Hospitals

in Joining a Healthcare System

While there were many advantages to joining a healthcare system outlined, there
were also aspects board members and administrators gave up in the process. Three key
disadvantages for regional hospitals in joining a healthcare system were cited repeatedly

by board members responding to the survey: reduced community influence, loss of
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local control and autonomy, and bureaucracy. Other disadvantages mentioned by board
members included:

Reduced control over operations

Lack of communication from the System

Rural communities move at a different speed than corporate.

We are constantly pressed to cut budgets.

We are no longer aware of our true financial status.

Do not feel we are part of a team.

Some loss of autonomy.

“Just another pebble on the beach” syndrome

Not being “large” enough to be important

Cycle time for decision-making

Potential loss of local identity

Some decisions are transferred out of the community

Two fears for the future also became apparent, as the following board member
survey comments indicated:

Fear that the healthcare system wiil be tempted to reduce services

and facilities at the community hospital in order to funnel that

business to the healthcare system.

There is always the possibility that such hospitals may

become 1) too dependent, and 2) become expendable

to the parent group and 3) be closed.

An interview quesﬁon explored perceptions concerning what regional hospitals

gave up, if anything, to become part of an integrated delivery system. Responses varied

from board members who felt that nothing was given up, to those who seemed to feel
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the exchange had been quite costly. The two board members and one board chair who
reported that nothing was given up described the relationship as follows:

It’s a win-win. There’s nothing to give up. That was the big
challenge when the community and the corporate board had to
approve the affiliation. That was the big challenge to get them
to understand. There’s nothing to give up. It doesn’t happen
very often that you can do something like this without having
to give up anything.

I don’t think we gave up anything.

I don’t think we 've given up a thing. I think it may be because
we had some prior experience with the System and because we
Sfound them to be honest people. They always did what they
said they’d do and we felt quite comfortable with them.

The remaining nine board members and board chairs were not so positive.
1 think there were some people in the community that thought

we were giving up local control of the hospital when it became

part of the System. '

Well, we gave up some local control, of course. But that wasn't

much to lose at the time. We were at the point of closing the

hospital. We were out of options.

The ability to make a decision based on local needs.

Direct control of day-to-day operations. I feel like we 're there
Jor local input and they do listen to us but the final decision is

theirs. We have input but we 've given up the control we had.

They give up their autonomy. They really give up their decision-
making in almost every instance. Ithink it’s a trade — a known

trade—to get the help they need. But I think it’s known they

will give it up.

While loss of local control was reported frequently by board members as

something the regional hospital gave up upon joining the System, other issues were also

important to administrators.
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You do give up some of your autonomy, but you also give

up the ability to make quick decisions. The System bureaucracy
is the worst part of it. There is a tremendous increase in the
amount of paperwork and reports that have to be generated

Jor the System. It puts a tremendous strain on management.

we don’t have the information systems or the staff.

The slowness of getting something approved. Something that

we think ought to be able to be completed and approved in

thirty days could take ninety to one hundred and eighty days

to get through the System.

I was an employee here and now I'm part of the System. I'm

Just a tiny, little cog in a wheel where before I was a medium

sized cog. You're a little fish in a big pond, my voice isn’t

heard.

During the course of responding to this question, two additional issues were
raised concerning relationships between the regional hospital and the System. One
issue, raised by a board chair, dealt with board composition and his concerns that there
was unequal representation of local versus System board representatives.

The inability to make a decision based on local needs. Just as that

one board meeting where the three of them came and said we're

closing the hospital. What could we do? We were outnumbered

and they want it that way. They need to be in control.

The board chair went on to explain, in detail, that, as a result of his intervention,
the decision to close the hospital was rescinded and that the hospital was given
additional months to demonstrate its ability to be financially successful.

The second issue was raised by a hospital administrator concerned about the
effects of System decisions on the regional hospitals.

One of the things that the System is learning is the fact that lots

of times they don’t take into consideration the effect that a

decision made at the System level will have on the regional

facilities.

How is the System learning that?
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They 're mainly learning it through the stubbornness of some

of us rural administrators. The fact that we just tell them no

or that’s not going to work.

The final interview question on system integration sought to assess the degree to
which integration had occurred following the regional hospitals’ affiliation with the
System. The question asked how the priorities of the regional hospital and those of the
System were integrated. Several board members, 4, were confused by this question.
They appeared uncertain of what integration was, how it might occur and seemed
somewhat reticent to even consider that the System might seek to influence what they
wanted to do locally.

I’'m not absolutely sure I'm understanding what you 're asking.

If I understand your question, when you re talking about us and

the System you 're talking about like we 're a part of the System?

Idon’t think there has been any. I mean we ’ve tried to hang on to

everything we could handle.

We feel a part of the System even though we also feel independent.

Other board members cited examples of how they saw their local needs being
met by the System, providing evidence of early integration attempts.

Let me just give an example. The present CEO of hospital

is also now the CEO of hospital. So, yeah, I think

you'd have to say there’s a lot of integration there.

Our laundry is done at , another hospital in the System.

And then purchasing. We can purchase together much more
economically than we can each hospital doing their own thing.

Yet other board members, one a physician board member, described more
sophisticated integration efforts and shared details of patient transfer arrangements
which had been organized.

I'would say that still needs some work. The integration comes,
really, in patient care because patients who can't be treated at
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our hospital because of personnel and equipment limitations are
generally transferred to the System.

The biggest way we 've been integrated is when you're in a rural
area there are certain limitations to technology. So we wind up
having to refer patients to a tertiary care center. From a
physician standpoint the biggest issue was how can I get a patient
to where they need to be, to the expertise and to the technology
that this patient needs. One of the earliest things we did with the
System was to establish a transfer agreement, which made it so
much easier for us to move a patient from here to there, especially
in an emergency. Before that you might have to go for hours
trying to find a doctor to accept the patient. I feel like that’s

been a great benefit to the patients.

Board chair responses demonstrated the same wide variation in level of
understanding of integration and how it might potentially benefit the regional hospital.

I probably don’t know all the ways. I think there are quite a
few, but there’s always room for improvement.

Would it seem ridiculous if I said, don’t know, don’t care?

I am not concerned about system. [ understand why we need
to be in a system and I understand the advantages of being in
a system—purchasing, management and operating systems —
but I don’t really care what the System is doing at

regional hospital or at regional hospital or
even in the city to be honest with you.

Well, I'd have to go back to when we first talked to the System

about affiliation. We had a plan for integrating and growth.

That plan was reduced to writing and that plan has been pretty

well followed.

In describing the integration plan which had been developed and implemented
by his regional hospital and the System, the board chair went on to explain how they
had envisioned establishing relationships with several other regional hospitals in their

area in order to develop mutually beneficial programs and services and minimize the

need to duplicate costly programs at each facility. He described how several of the
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service coordination was underway.

Each of the four administrators interviewed identified the planning process, at
both the regional hospital and System levels, as the primary mechanism for integration.

Historically those priorities are determined through linkages
at the board levels and through administrative planning sessions.

There’s a blueprint, so to speak, a strategic plan. It includes some
of the objectives of the System in your (regional hospital) strategic
plan. Each entity within the System has it’s own strategic plan
that addresses issues of their community and their hospital, and the
System plans for the region. That’s primarily your blueprint.

The System has developed a three year strategic plan and the
regional three year plan is developed essentially off the System
plan so that all our goals and objectives are in alignment with
those of the System. Now that doesn’t mean there can’t be
other goals, but at least we 're all headed in the same direction.

While agreeing that planning helps integration efforts, two administrators of the
four interviewed expressed concerns that the rapid growth of the System was causing
less integration between the city-based hospitals and those in the region. One
administrator explained it this way:

Probably one of my biggest concerns is that as the System grows there
is less integration between the metro part of the System and the region.
Perfect example, the first year this hospital joined the System I got a
lot of help from the System but as the System grew it was like the
metro divisions had their own priorities and they were in the middle
of cutting costs. They were downsizing and had financial restraints.
So, the region became the last of their concerns and now it is almost
impossible to get the help you need. As a regional administrator I am
an employee with very little authority to make any type of decisions.
Since the System has grown so big, decisions are sent down to the
regional level without any input and without any understanding that

a lot of the decisions made at the System level just will not work out

in the region at all.
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System integration efforts were frequently compounded by marked differences
between System representatives and local board members in skills, knowledge,

attitudes, and perceptions, as the table on the following page illustrates:
Section Eight: Future Governance Challenges

The final question on the survey by questionnaire and the concluding question
during the in-depth interviews sought to understand the future governance challenges
for regional hospital boards from the perspectives of those involved in the case study
and to gain insight into how such governance challenges might be addressed.

A number of future governance challenges appeared repeatedly in survey
responses completed by board members. Among them were continued financial
viability, lower reimbursement, increasing government regulation and determining the
appropriate model of healthcare delivery in rural areas. Other future governance
challenges mentioned included:

To support administration in its efforts to meet community needs
Keeping finances in line
Better supervision of employed physicians
Maintaining high level of quality healthcare in community
Unfunded mandates from government and insurance agencies
Meeting community health needs under the constraint of
lower reimbursement
Communication with similar boards and up the chain
Managing a rapidly changing and high exposure industry
Keeping abreast of patient needs at a cost effective pace
Allocating scarce resources while preserving community access
to medical services
Access to qualified medical and support staff
An increasingly difficult and complex regulatory environment
Balanced Budget Act
Keeping a top grade regional hospital
Autonomy to respond to local issues without losing sight
of System goals
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Table 3. Comparison of System and Local Board Members on Regional Hospital

Board
System Local
Governance :
Understanding of governance structure 5 2
Knowledge of system governance 5 2
Composition
Live in region served by hospital 1 5
Politically influential in community 1 4
Involved in community or civic affairs 1 4
Financial Skills 5 2
Business acumen 5 2
Community leader 1 4
Board experience 5 2
Health care expertise 5 1
Responsibilities
Important to establish policies 5 2
Important to provide equipment/facilities 2 5
Important to ensure financial viability 3 5
Important to access community resources 5 2
Important to represent community 3 5
Important to select medical staff 3 5
Important to be informed of healthcare trends 5 2
Relationships
Ability to represent community opinions 1 5
Ability to educate community on managed care 5 2
Important to conduct community surveys 4 3
Need for administrative update on performance 5 5
Need for clear background information on decisions 1 5
Need to have clear background information on decisions 2 5
Need to have local needs communicated to System 2 5
Need to discuss resource allocation issues 2 5
Need to raise community health issues 2 5
Accountability
Important to receive community program feedback 2 5
Important to review community health data 5 2
Important to educate System on community health 2 5

Key: 1=None, 2=Weak, 3= Moderéfe, 4 = Strong, and 5 = All
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Keeping up with technical knowledge

Giving the best of services for our people

Attracting qualified professionals to render care

Three board members expressed themselves more fully.

Government intervention and regulation continues to be devastating
fo the operation of hospital boards, as well as being costly.

Creating and maintaining healthcare delivery for the millennium —
progressive care with appropriate quality control.

Establishing identifiable niches to fill in the changing healthcare

world, then selling themselves to the community, our political
| decision-makers (state and federal) and parent company.

Regional hospital administrators shared board member perspectives, also citing
the need to stay financially viable and the need to find the appropriate services to fit
community needs. Two additional prospective governance challenges reported included
obtaining the necessary resources from corporate to develop community programs and
developing the atmosphere to obtain physician commitment to the local hospital.

How can regional hospital boards best address these challenges? According to
board members, through board education, staying current about healthcare trends,
maintaining open communication and soliciting community input.

Governing board education around the need for change

across the state and nation, supported by open and

candid dialogue between administration, board,

medical staff, and corporate leadership.

Hospital boards can better meet challenges by trying to

keep well-informed about community health needs and

informed about ongoing changes in the healthcare system —

ready to adapt to changes and adjust accordingly.

Listening to patients, doctors and the community.
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In apparent acknowledgment of the complex nature of the relationship between

the regional hospital and the System, one board chair wrote his perspective on how to

address future governance challenges:

Do what you think works best for your community and
try to make as few waves as possible upstream.

During the interviews, board members focused almost exclusively on the need to

keep their regional hospital viable as the primary future governance challenge they

faced.

Well, immediately we have this sort of gentleman’s agreement
with the System that we have until December to prove that

the changes we put into place are actually going to turn things
around and we 're not going to have such a deep river of red,
if not into the black. If we get through December maybe we
can get on to building something rather than just hanging on
by our fingernails. :

The only thing that I know fo do is that we have to improve
our services in order to generate more income.

I would say finding a way to achieve enough revenue to cover
the fixed expenses of running a hospital.

I'would hope that we wouldn’t have to cut back. I would like
to see some more services added. That'’s the tension between
dollars and desires.

Well, it all comes down to money. I think all of our challenges
will be to increase the use of the hospital in order to break even.

We 're going to have to raise some money. I see that very clear.
We 're going to have to raise some money to pay for some of

the improvements that we need in order to bring more business
to this hospital.

We're in the third year of a fifteen year operating agreement and
I guess I have confidence that the System will eventually get
things running very smoothly here. That all these changes they 've
had to implement will finally get us to a level that they were
hoping they would.



One board member added a broader perspective that went beyond the usual
financial concerns:

Our governance challenges will be primarily trying to keep up
with the changes in healthcare. I'm starting to get the feeling
that we 're going to start seeing more alternative healthcare.
People are going to want privileges. Chiropractors and
acupuncturists, for example. Somebody that has not traditionally
been on staff — and the board is going to have to deal with that.
There may be another run at nationalization. Then I think the
board is going to have to look at demographics — the aging

of America . And the overall community economics — what
industries are going to be here in five to ten years.
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Board chairs were blunt in their assessment that they saw hospital survival as the

biggest governance challenge facing regional hospital boards:
I think the biggest thing is going to be survival. Ireally do.

Regional hospitals are going to face problems. It will mean more
regional hospitals will close.

Well, I would hope we could get past the financial problems.

The number one challenge we re going to face is the one we 've
faced all along — government tightening of the reins. What
concerns me most is how you get the message across to the
general population about what'’s taking place. I don’t think
they realize it until it’s too late. You can go to some
communities where the hospital’s closed and they realize it
now.

One of the board chairs expounded at some length about his frustration over his

hospital’s inability to help the community understand about government reimbursement

reductions:

Just how much can the government shift to the local community?

I think they will continue to shift responsibility until one of two
things happens — either it is paid for locally or the hospital goes
out of business. How do you get the message out to the community
about what’s taking place? We ve tried several times with articles.
What you get is people on Medicare and let’s say they go to the



139

emergency room with suspected pneumonia. They re x-rayed and
have tests and sure enough up to the hospital they go because

they have pneumonia. And then they get out in three or four days
and say “look at that hospital bill for seven, nine or twelve thousand
dollars for three days in there. And the doctor bill was extra.” You
try to explain to them what the hospital’s really going to be paid

but you just can’t get it across to some of the older people. They
Jjust don’t buy it.

The regional hospital administrators were equally concerned about the future.

Again the challenges are being able to find the support mechanisms
for survival — meaning that as the federal government changes the
rules and regulations, such as the Balanced Budget Amendment of
1997, it’s a challenge to the local boards to find what services the
local community can and will support. We may have to completely
change directions. But it all boils down to finding your niche in

the ecosystem that allows you to provide the top of the line as far

as the quality of healthcare that the community can and will support.
that is the challenge of the board.

Service issues versus reimbursement. We're going to do less well
with our high level of Medicare and Medicaid patients. The board
is going to have to face that revenues are decreasing while their
demands for expenditures are increasing.

One administrator chose to focus on the board structure explaining that he
believed the model put in place by the System may need revising.

The biggest governance challenge is going to be defining the structure.
What is going to be the structure under which boards will be able to
develop? Is that structure going to be a centralized decision-making
board or is it going to be a diffused board? The System hasn’t made
up its mind and is trying to have it’s cake and eat it too. A basic
underlying trustee responsibility is to assure that the healthcare needs
of the community are met. But they can’t do that until they define
their structure. My concern with the current structure is that if you
read the bylaws of this hospital’s board you’d say this is a judiciary
board. Ifyou look at the organizational structure and the corporate
culture you’d say this is an advisory board.

What do you think the structure should be?

I think it should be a centralized board made up of representatives from
as many of the regional hospitals as possible. However, I think the



140

board should be very small. It should be centralized but should have

the ability to make decisions quickly. I would not be at all opposed

to a paid board — as a matter of fact, I think that’s the way we should

go. The board of directors should be compensated for what they do

based upon the skills that you're looking for and the ability. But they
have to make sure the needs of those individual communities are met.

What you are describing in some ways is the structure of the regional

Liaison Board that acts as an intermediary board between the local

hospital boards and the System board.

Yes, but I don’t think they should be an intermediary. One, I don’t

think there should be an intermediary. And two, there is no

representative from this hospital on the Liaison Board.

At the conclusion of the interview with one regional administrator, he talked
about the development of integrated delivery systems and highlighted one of the
governance challenges from his standpoint.

We have to remember there is no proven model - because integrated

delivery systems are developing, because healthcare is fragmented,

because the needs of each region and the needs of each community are different.
There is no proven model.

Section Nine: Regional Liaison Board

The System Board created a regional Liaison Board as part of its efforts to build
an effective governance structure and provide a linking mechanism between the
regional hospital boards and the System board.

In order to understand the purpose and function of this segment of the
governance structure aﬁ interview was conducted with the Chair of the regional Liaison
Board. The Liaison Board Chair also served as board chair for one of the regional

hospitals in the System.
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At the beginning of the interview, the Liaison Board Chair explained how he
had come to serve in this role.

Well, I was appointed to the System Board in February, 1998.

shortly after that the System CEO called me and asked me if

I'would serve as Chairman of the Liaison Board, which was

going to be made up of board members from regional hospitals,

as well as regional executives from the System.

He confessed to being somewhat unsure about the purpose of the Board when it
was first formed.

Of course, I was at a loss as to really what the goals and desires

were for the Liaison Board. I visited with the System CEO a little

about this. At the beginning it was my understanding that it was

to be more of a communication tool for the regional hospitals and

a way to introduce information. For instance, we knew very little

about each other’s hospitals. So to begin with we 've had each one

of the regional administrators come in and present information on

their hospital, its plans, history and so on. It’s been very educational

for all of us.

The Liaison Board included representatives from the regional hospital boards.
Not all regional facilities were represented. Three of the regional facilities were not:
one was a very recent addition to the System, one was the furthest away from System
headquarters, and one was very small and financially fragile. The Chairman of the
System Board and one other System board member were also appointed as Liaison
Board members.

The Liaison Board met monthly and reported directly to the System Board.
minutes of the Liaison Board meetings were kept and included in the board packet for
the System Board. There was an expectation that the Liaison Board Chair would briefly

report on the Liaison Board meetings during the System Board meeting to keep System

board members appraised of activities in the region.
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The Liaison Board chair reported that he did not develop the agenda for the
meetings. He indicated that System executives responsible for the region developed the
agenda. Although the agenda followed a standard format each month, the Chair
confirmed that:

All the basic decisions about the regional hospitals are run through
the Liaison Board. For instance, we talked about the regional
hospital in and how the System was working with
the community to keep some kind of healthcare there. But after
they got in there and tried they just couldn’t pull things out. It
was not a profitable situation. So we discussed how we could
best ease out of that as well as help them maintain some sort

of emergency services. We've done the same thing on a couple

of other hospitals. All those kind of things are basically approved
by our Board. And it’s my duty to pass that information on to

the System Board.

The Chairman described the Liaison Board meetings as open and candid in
discussing sensitive issues such as potential hospital closures.

1 feel like ’we ask some pretty pointed questions.

The Liaison Board Chair reported, from his perspective, the board was still in a
learning phase and that he still remained hesitant about whether it was serving its

purpose.

I talked with the System CEQ after our last meeting and asked
if he felt that the Liaison Board was performing and doing the
exact things we needed to be doing — that we 're serving our
purpose. And he said, “yes, I feel like we are”. I still felt a little
unsure of what he was wanting us to accomplish.

Not hesitant to offer his ideas, the Liaison Board Chair had shared with the
System CEO that he thought it might be helpful to invite one of the regional hospital
administrators on a quarterly basis.

1 thought that if I had my administrator from hospital
and whoever from the other regional hospitals that it would
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heip the communication flow a little better. Particularly when
we 're talking about one of the regional hospitals not meeting
its budget. Most of us board members don’t have the hands-on
to comment. 1 felt like maybe having the administrator there

it would let them have their input, because we 've made some
pretty tough decisions. Being a banker, I'm always thinking
of the numbers, but the administrators are always pointing

out and protecting customer needs.

One of the interview questions addressed customer needs and whether he
thought it important for Liaison Board members to understand their communities and
know what the community wanted.

Oh, definitely. And 1 feel like each one of the board members that are

on the Liaison Board are very involved with their community, know

the pulse of the community. We're all from small communities. We

understand that a hospital is an economic portion of that rural

community. Probably in almost all the rural communities, the hospital

is probably the first, second or third largest employer. And then there’s

the physicians. Only a local person in a small community knows the

emotional makeup of these physicians. Yes, the System expects us

to know our communities, to know the feeling and all the little

political agendas that go on between individuals that sometimes don’t

go on in larger communities.

The Liaison Board chair reported that the System CEO had sought the counsel
and guidance of the Liaison Board on sensitive regional matters on a number of
different occasions.

He always asks for our input before he goes into a situation.

The Liaison Board had been asked to make difficult decisions, such a the
decision to close a rural hospital, on more than one occasion. In response to a question
soliciting his opinion as to whether or not he was provided with sufficient background

information to make an informed decision, the Chair replied:

Well, yes, very definitely. This was not normally done in one or two
meetings. The regional executive does an excellent job of keeping us
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informed. He never misled anybody. These things go on over a two or three
month period.

Discussions were occasionally held about what kinds of services the regional
hospitals should be providing.

Rural hospitals can’t be specialist in everything. So what we 've

tried to do is to help assist each other, to do the things we can

do best. The other discussions have been about making sure

that the communities had emergency type coverage and were

educated, for instance, that if you have critical care situations

where would be the next best place to ship the patient.

In response to a question about how the priorities of regional hospital and the
System are integrated, the Chair replied:

Through the activities of the people that are instrumental in it.

And 1 think that comes back to the administrators, board members

and the regional executives in communication and working

together. Communication is the only way the System is going

to work.

Recognizing that the challenges ahead were going to be difficult for regional
hospitals and the System, the Chair offered these comments on what he felt would help
facilitate the process:

1 just feel like the regional Liaison Board is a step in the

right direction. 1 feel like it just needs to grow a little bit
more, age a little bit more I guess you could say.

Chapter Summary

The purpose of this study was to describe the governance practices of regional
hospital boards of an integrated healthcare delivery system in advocating the healthcare
needs of their communities. In order to accomplish that goal a case study utilizing three

separate research approaches was conducted. An integrated delivery system in the
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Southwest was selected for the case study. The eight regional hospitals within the
System were the primary focus of the study. First fifty-six board members and
administrators of the regional hospitals were surveyed by questionnaire. Next
seventeen in-depth interviews were conducted with selected board members, board
chairs, administrators and the chair of the regional hospital liaison board. Finally a
review of historical data consisting of board agenda and minutes was completed.
Questions asked throughout the research process sought to disclose the role of regional
boards in functioning as community representatives, explore the potential of community
representation as a vehicle for enhanced system integration, and investigate governance
and board strategies to enhance community representation. An analysis of the data
gathered during the case study constituted the ﬁndings of this study and has been
presented here in this chapter.

Study findings were presented in nine sections: Section One presented an
overview of the regional hospitals in the study and described the characteristics of
participating board members and administrators; Section Two presented the
governance structures and processes in place; Section Three presented board
responsibilities; Section Four presented board relationships; Section Five presented
perspectives on board accountability; Section Six presented content analysis of board
agenda and minutes; Section Seven presented the rationale for regional hospitals
joining an integrated delivery system; Section Eight presented future governance
challenges for regional hospitals; and, Section Nine presented an overview of the

regional Liaison Board.
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Eight regional hospitals participated in the study. Geographically spread and
varying in bed-size from 20-99 beds, all facilities provided in-patient and emergency
room services to communities ranging in size from 1,950 to 10,000 residents.

Thirty-six board members and eight regional hospital administrators participated
in the survey. Two-thirds of the board members lived in the community served by the
hospital, with the majority, 16, having resided there longer than fifteen years.
Administrative tenure ranged from six months to sixteen years.

Governance changes were made necessary as a result System affiliation. Seven
of the eight hospitals had been independent prior to joining the System, one was part of
a competing healthcare system. All but one of the hospitals had, and continued to
maintain, ownership or tax relationships with their local city.

Survey responses on governance revealed widespread confusion as to the exact
nature of the governance structure and relationships following System affiliation.
Twenty-five board members stated that the hospital had a legally constituted governing
board, which bore ultimate responsibility for the affairs of the organization, eleven
board members said it did not. System efforts to integrate new board members into
established governance processes generated further confusion as respondents provided
widely disparate information on how many of their board members had been asked to
serve on System boards and committees.

Subject perceptions on fourteen areas of board responsibility were sought.
Concern for the continued financial viability of the hospital received the strongest

support, with ensuring professional standards in the care of the sick, and selecting and
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maintaining a qualified medical staff also scoring highly as important areas of board
responsibility.

Responsibility for board agenda development was unclear to most board
members. Board members reported being uncertain how the agendas for their board
meetings were developed but felt reasonably confident about their ability to have an
item listed on the agenda should they so desire. Administrators reported that they
developed the agenda with System review.

Board members acknowledged that they found the board responsibility to stay
current on healthcare issues and trends difficult, with many relying on management to
keep them informed. Administrators shared examples of how they try to help board
members keep up with the constantly changing healthcare world but admitted it was not
easy.

Board relationships with the community, between the board and management,
and among board members were explored. In commenting on community relationships,
board members were satisfied that the long-range health needs of the. community were
being fulfilled and that appropriate services to the uninsured were being provided. They
did not feel the hospital was adequately educating the community about managed care.
Board members did not see themselves as being strong sources of information on
community health needs, believing that data came from health professionals. Board
members were unclear about whether or not their hospital conducted community
surveys.

Few interview questions elicited as emotional a response as the question -

- whether or not it was important for regional hospitals to be connected to their
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communities. Board members voiced strong opinions that it was critical, and stressed
the important role of the hospital in the community. Local board members were seen as
being better able than System board members are to represent community needs.

Hospital administration was seen as being very supportive in providing board
members with the information they needed to fulfil their responsibilities, whereas only
qualified support was given to administrator responsiveness to board input,
communication of community health needs to the System and discussion of resource
allocation issues. Administrator responses paralleled board member feedback
suggesting room for improvement.

Board member to board member relationships were seen as good, with the
environment in board meetings seen as open and candid. Board members expressed
appreciation of the skills and contributions of others serving on the board. Most board
members, 18, reported that community health issues were raised by board members in
their meetings.

Board accountability was at appropriate levels in some instances and lacking for
others. Boards did request feedback about programs provided for thé community
benefit and appeared proactive in addressing community health needs. It appeared that
most boards only infrequently reviewed community health data and were only
occasionally being educated on community health measures. Little board education was
reported and board member responses suggest community health issues were not
consistently passed on to the System board for their consideration.

Board members struggled when asked to describe programs and services their

hospital had implemented for community benefit. The exceptions were those board
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members personally involved in épeciﬁc program development. Administrators were
far better able to cite examples such as specialist clinics, health fairs and mobile CAT
scan and mammogram units. Feedback indicated that few regional hospitals were able
to address all the community issues the board felt were important due to limited
financial resources.

Board members reported relying heavily on hospital management to provide
them with sufficient information to enable appropriate program decisions to be made.

Board education was seen as lacking. Responses suggest that while some board
members would value board development efforts, others reported time was a limiting
factor.

A content analysis of regional hospital board agenda and minutes revealed use
of a standard agenda format. All but two hospitals followed this format for the entire
sixteen-month review period. Two hospital boards met monthly, the remainder met on
a quarterly basis. Sixty-two sets of minutes were reviewed, with 793 discussion items
categorized into governance, operations, finance, physicians and community
representation topics. Operational topics, 30.2%, and community representation issues,
27.6%, were discussed most frequently. A breakdown of community representation
issues revealed that of the 129 total, board members raised 90 issues, with
administration raising 129. Discussions concerning new programs constituted 32.5% of
community representation issues.

Data showed that regional hospitals sought to affiliate with integrated delivery

systems primarily for survival reasons. All but one of the eight hospitals were
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experiencing financial pressures. Access to management expertise and the economies
of scale available through group purchase programs were also cited.

Reduced community influence, loss of local autonomy, and bureaucracy were
viewed as the key disadvantages. Two board members and one board chair reported
that nothing was given up to join the System, the remaining nine board members and
board chairs believed that loss of autonomy and the ability to make timely decisions
based on local needs were costs of System affiliation.

Board members were either openly confused by questions concerning system
integration or had difﬁculty providing examples. They appeared uncertain of what
integration meant and how it might occur. Familiar with this example because of his
professional role, one physician board member saw the establishment of patient transfer
agreements as demonstrating system integration. Hospital administrators viewed both
the regional hospital and System strategic plans as being the blueprints for system
integration efforts.

A number of future governance challenges appeared repeatedly in board
member survey responses. Among them were continued financial viability, lower
reimbursement, increasing government regulation and determining the appropriate
model of healthcare delivery in rural areas. Regional administrators shared these
perspectives emphasizing financial viability and the need to find appropriate services to
fit community needs.

Board education was seen as one way regional hospital boards could best
address future governance challenges. The need to stay current about healthcare trends,

maintaining open communication, and soliciting community input were also reported.
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Board chairs focused almost exclusively on hospital survival and expressed concern that
financial shortfalls would lead to hospital closures.

A Regional Liaison Board was created by the System to provide a governance
linking mechanism between the regional hospital boards and the System board. The
chair of one of the regional hospitals was appointed Chair of thé Liaison Board. The
Chair acknowledged that he was uncertain as to the board’s purpose when first
appointed. All basic decisions about the regional hospitals were run through the Liaison
Board, including decisions to downsize or close a hospital. The Chair indicated he
remained unsure as to whether the Liaison Board was fully serving its purpose,
believing the board to be a step in the right direction but that the board was not fully
matured.

The findings revealed answers to the basic questions embodied in this study.
Many of the answers were consistent with existing concepts of governance and the
development of organized delivery systems. Other answers have provided new
perspectives on community representation in organized delivery systems. Chapter Five
presents a summary of the study conclusions, recommendations for further research,

recommendations for future practice, and the implications of the study.



CHAPTER V
CONCLUSIONS AND RECOMMENDATIONS

This study sought to describe the governance practices of regional hospital
boards of an integrated delivery system in advocating the healthcare needs of their local
communities.

A literatﬁre review encompassing work on the development of integrated
delivery systems, governance of integrated delivery systems, board roles and
responsibilities, resource dependence theory and case study methodology was
conducted.

The development of integrated healthcare delivery systems is an emerging field
of study. The literature contains few empirical studies addressing the topic. Research
about the role of governance in integratevd delivery systems is especially lacking.
Shortell conducted much of the early research on integrated delivery systems. He
defined this new organizational model as “a network of organizations that provides, or
arranges to provide, a coordinated continuum of services to a defined population and is
willing to be held clinically and fiscally accountable for the outcomes and health status
of the population served” (Shortell, Morrison & Friedman, 1992).

The literature suggests that governance can serve as an important facilitator of,
or barrier to, successful healthcare integration (Alexander et al., 1995; Shortell et al.,

1996). Governance is defined as the making or not making of important decisions and
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the related distribution of authority and legitimacy to make decisions (Kovner, 1990).
Pointer and Ewell identify the important challenges facing healthcare boards in the
1990s as integration, competition and financial viability.

The literature suggests that the board role of community steward deserves
attention (Delbecq & Gill, 1988; Shortell & Gillies et al., 1996), with hospitals being
rewarded for commitment to a community. Pointer and Ewell (1994) defined board
responsibilities as the specific matters a board must attend to in order to fulfil its
responsibilities to the organization’s stakeholders.

Resource dependence theory:is presented as a theoretical underpinning
describing the relationship between hospitals and the communities they serve. Pfeffer
and Salancik observed that the resource dependence perspective views organizations as
needing to strike relationships with individuals, groups and organizations in their
environment to acquire the resources to survive. Foundational theoretical work
applying this perspective to governance was conducted by Zald (1969).

The case study method has been an important form of research in the social
sciences and management (Denzin & Lincoln, 1998). Yin (1989) believes major
strengths of the case study method are that it measures and records behavior, and uses
both qualitative and quantitative data. Eiseﬁhérdt (1989) argues that the case study
method is particularly well suited to situations where little is known aboﬁt a
phenomenon or where current perspectives have little empirical substantiationA.‘
Limitations are seen as observer bias and lack of generalizability (Eisenhardt, 1989;

Yin, 1989).
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A case study of an integrated delivery system in the Southwest was undertaken.
Three separate research approaches were incorporated into the case study: a survey by
questionnaire, in-depth interviews, and content analysis of historical data.
The board chairs, board members and administrators of eight regional hospitals were
asked to describe governance practices concerning community representation.
Questions asked during the research process sought to disclose the role of regional
boards in functioning as community representatives, explore the potential of community
representation as a vehicle for enhanced system integration, and investigate governance
and board strategies to enhance community representation. Answers to these questions,
together with content analysis of board agenda and minutes, were analyzed using
qualitative methods. Chapter V summarizes the conclusions that emerged from the
analysis of the data. These conclusions are applicable only to the integrated healthcare
delivery system in the study, and are offered to guide further research on the
development of healthcare systems. Recommendations for future reéearch, and
recommendations for future practice follow the conclusions. The final section of this

chapter draws attention to the implications of the study.
Conclusions

The descriptions of roles and relationships embedded in the data that were
collected in this study demonstrate the central role that relationship manégement i)lays
in the development of integrated healthcare delivery systems. They further support
Pfeffer and Salancik’s (1978) resource dependence concepts and Zald’s (1969)

foundational work on governance.
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While the importance of relationship management and the dependencies it
creates have long been assumed, the actual benefits and costs were unclear until Pfeffer
and Salancik’s recent work. Early resource dependence research was done by Selznick
(1949), who found that opposing groups were neutralized when their representatives
were included on the governing board. Zald (1969) built on Selznick’s work by
applying this perspective to governance. Zald saw boards as having two functions:
internal control and external control. The first involves overséeing internal functioning,
while the second deals with developing linkages with stakeholders. These linkages
allow the organization to acquire the resources that it needs to be succbessful. Pfeffer
and Salancik’s (1978) comprehensive work on resource dependence views
organizations as needing to strike relationships with individuals, groups and
organizations in their environments to ‘acquire the resources to survive. Such
relationships create dependencies which organizations attempt to either minimize or
manage. The results of this study support Pfeffer and Salancik’s views regarding the

importance of relationship management in healthcare governance.

Role of Regional Boards in Functioning

as Community Representatives

The first research question sought to determine what regional board members
understand about their roles as community representatives. Study résﬁlts confirm that
board members take the role of representing their local communities extremely
seriously. They believe the regional hospital exists to serve the community and that, as

board members, they are charged with overseeing appropriate provision of healthcare
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for the citizens of the area. The regional hospital board is seen as the bridge between
the hospital and the community.

e Regional hospital boards consider community representation a critical board
member role.

Historically hospital boards have been composed of members who were
explicitly or implicitly chosen to “represent” specific constituencies. While
recognizing the need for changes in board composition to allow System representation,
local board members strongly emphasized the importance of boards remaining
connected to the community they represented. Board members believe this can best be
accomplished through local board represehtation. The value of the contribution that
could be made by someone familiar with the community was stressed repeatedly. The
perception being that the community ought to have representatives who could present
their views to the board. Local board members indicate that they are the only ones who
can fulfil this role and see an integral part of their role being to listen to and relay
information back to the hospital administrator or the board for infdrfnation and action.

e Local regional hospital board members believe they are uniquely

qualified to represent the community, whereas board members
representing the integrated delivery system are not.

In addition to community representation, public image and service promotion
were seen as important reasons why regional hospitals should be connected to their
communities. Board members clearly want their locél communities to be proud of their
hospital and believe that one way to build such pride is for the hospital to undertake
local projects with the support and assistance of the organized delivery system. Itis
believed that by demonstrating their commitment to, and willingness to invest in, the

local community the new healthcare partnership will be viewed favorably by those
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living in the area. Comparisons were made to large corporations, such as Wal-Mart,
and the contributions that they make locally.

Service promotion was seen as being critical for the hospital to remain
financially viable, with board members believing that unless the hospital provided the
services needed and valued by the community, patients would go elsewhere. Building
community loyalty was seen as one of the best strategies a hospital could undertake.

o Integrated delivery systems can build community loyalty by engaging in
community related projects with their regional hospitals.

In recent years the majority of communities throughout the United States have
seen organizational changes with respect to healthcare, many involving their local
hospital and other providers. Often larger organizations, such as healthcare systems,
have been created. The public’s analysis of why these changes occur is consistent and
straightforward; they believe the motive is profit. (AHA, 1998). The public believes
that the larger and more powerful healthcare organizations become, like larger banks,
the less they are focused on the needs and concerns of individuals. An American
Hospital Association study (1998) found that in situations whére a local hospital had
affiliated with a larger institution, system or chain the community ekpériénced a sense
of loss and a fear that care would difninish in quality and availability.

Regional hospital board members see themselves as the guardians of their
communities and would respond to locally expressed fears that services would lessen in
_ their role as advocates of their communities. Such concern may have prompted the
vehement support board members showed in regard to the importance of community

representation.
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e Regional hospital boards considering affiliation with an integrated delivery
system should anticipate local community reaction to be concern over
potential reduction of healthcare services.

The need for the continued survival of the hospital in the community is seen as
critical. Board members and administrators alike view the local hospital as essential to
the growth and development of the community. Survival is seen as being synonymous
with ongoing financial viability. Concern over hospital finances was a primary driver in
all but one of the regional hospitals in the case study seeking affiliation with an
integrated delivery system. The financial challenges posed by the Balanced Budget Act
and other reimbursement cuts are well recognized by both board members and
administrators. Board members will go to great lengths to ensure their community
retains appropriate accéss to healthcare and will not easily be persuaded by

administrators or System executives to consider service reductions.

¢ Local board members will fiercely protect community beneficial healthcare
services.

Hospital administrators recognize the importance of the role that local board
members play in helping them maintain close relationships with the community. Local
board member efforts at community representation are valued and their contributions at
board meetings are respected. Ideas and suggestioné are researched and findings
reported back to the board. In direct contrast, administrators do not believe System
board representatives possess a full appreciation for community needs and are not able
to represent local citizens in the same way that local board members can.

¢ Individuals selected as integrated delivery system representative board

members on regional hospital boards will not be viewed as community
representatives.
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Administrators talk positively about how the community describes the hospital
as theirs and believe this perception builds a confidence level in the quality of care
provided by hospital staff. The smaller the community the more positive the perception
was believed to be and the stronger the sense of community ownership. The members
of small communities know each other and most know people who work at the hospital.
Community trust in the hospital is seen as building over time through various
experiences, some personal and some word of mouth. Administrators rely on their local
board members to help them build a positive public image of the hospital through
interactions with their neighbors and business associates.

e Local regional hospital board members can facilitate building a positive

public image of integrated delivery affiliation.

The Potential for Community Representation As a

Vehicle for Enhanced System Integration

Successful integrated healthcare organizations have a community rather than a
membership orientation (Conrad & Shortell, 1997). They seek to deliver a broad array
of services to a defined population across the continuum of care in a cost-effective
manner. Inorder for an integrated delivery system to reap the full benefits of
integration, the organization must find ways to pool knowledge capital and apply best
practices across the continuum of care.

Regional hospital board members acknowledge that the era of the stand-alone
rural hospital is gone. They know they need the knowledge, expertise and financial
help that healthcare systems can offer. Assistance with financial and operational

management, physician recruitment, managed care contracting, and management
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information systems is urgently needed. In exchange for providing such affiliation
benefits, an integrated system expects to gain access to the communities surrounding
the regional hospital and assist them meet their healthcare needs.

Early integration efforts with the regional hospitals in the case study included
several strategies designed to enhance community relations. New programs and
services were discussed and incorporated into strategic and operational plans.
Community need for specialist services was evaluated and arrangements made to have
specialist physicians from the metropolitan area conduct regional clinics. Physician
needs were identified and recruitment plans initiated. Managed care experts reviewed
the insurance and physician networks to which the regional hospital belonged and
worked to negotiate broader participation in health plans. Such efforts were welcomed
and appreciated by both hospital board members and administrators.

e Early integration efforts are welcomed by regional hospitals.

In the case study, integration efforts often did not move quickly enough to
satisfy the regional hospitals. Board members and administrators speculated that the
System was growing too quickly, adding more and more regional hospitals to its
portfolio, and was finding it increasingly more difficult to allocate the resources, human
and financial, to the regional hospitals.

e Rapid growth of an integrated delivery system may limit its ability to initiate
integration strategies.

Once a part of the System, local board members would begin to raise
community issues they perceived needed addressing. New program ideas would be
discussed in board meetings. Community health concerns seen as worthy of

consideration for the establishment of new services would be reviewed. New or
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replacement equipment would be requested. The need for additional physicians in the
community would be reviewed. For quite some monthvs after affiliation the new

relationship between the regional hospital and the System will be continually tested to
see if it held all the promise for the community the regional board members hoped for.

e Regional hospitals will seek early benefits of system integration.

For the System this can be a time of tremendous opportunity. The potential
exists to not only meet community needs, but exceed expectations, while integrating
services into the continuum of care provided by the System. Local area physiciains can
be networked with metropolitan physicians, referrals to both regional and metropolitan
System specialist physicians can be facilitated. Patient transfer agreements can be
established. Local physicians can be encouraged to join System-sponsored or supported
networks and health plans. Protocols of care can be shared. Relationships between, and
amongst, the System and its regional hospitals can be built.

Regional hospitals, board members and administrators alike, are eager to see
these kind of progressive changes occur. They are willing to give up local control of
their hospital to gain the experience the System offers, but the window of opportunity is
narrow for the System to demonstrate it can produce the desired benefits. A state of
psychological readiness exists immediately, and for some time, after éfﬁliation.
Administrators, board membefs and physicians are open to changes t};ey perceive will
benefit themselves; the hospital and the community. Creation of a collaborative culture
among the local and System board members on the regional hospital board can enhance
system integration efforts.

e Integration opportunities are best initiated early in the affiliation relationship.
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The creation of a new and different board culture is an integral part of system
affiliation. The newly formed boards are asked to operate within a new governance
structure and to learn new processes of decision-making.

Both board members and administrators acknowledge that little board
development occurred. While some board members clearly valued board development
efforts, others emphasized that their professional lives kept them too busy to devote the
needed time. Board members admit feeling unprepared for their board responsibilities
and are openly confused over the complexities of modern healthcare. Most board
members rely heavily on their regional hospital administrator and on System board
representatives to educate them on issues as they arise. Many board members lack a
full appreciation of what an integrated delivery system is and how what the system
seeks to accomplish might benefit their local community.

e Regional board members find healthcare complex and confusing.

e Regional board members should understand and appreciate the
mission of the integrated delivery system to which they are
affiliated.
e Organized delivery systems will face integration difficulties unless
regional hospital boards recognize that the interests of their
community will be best served if the system as a whole pursues
and achieves its mission.
Two research questions addressed the identification of community health needs.
One question sought to determine how regional board members identified the healthcare
needs of their local communities. A second question sought to uncover how regional
board members applied what they learned about community health needs.

Few regional hospitals have developed effective processes to learn about unmet

community health needs. Board members do not see themselves as reliable sources of
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community health information, aithough administrators believe differently. Board
members consistently raise community health issues for discussion at board meetings
and demand updates on existing community health programs. Only one of the regional
hospitals in the study conducts a community survey on a regular basis and utilizes the
data to plan services and programs. The communities surrounding the regional
hospitals in the study were very different and could reasonably be expected to have
varying health needs. Regularly conducted community surveys provide both board
members and administrators with the data needed to effectively represent their
communities’ healfh needs.

e Community health needs vary by community.

e Regularly conducted community surveys can enhance community
representation.

e Data from community surveys can enhance system integration efforts.

Affiliation with an integrated delivery system brings management and
operational changes for the regional hospital. While there are acknowledged benefits to
system affiliation, there can also be significant disadﬂlantages. The establishment of
trust is a prerequisite for building the new relationship. Maintaining trust necessitates
that each party honor its promises. For the system this equates to providing the needed
management and operational assistance the regional hospital seeks. System integration
efforts were enhanced when the regional hospital felt it was part of a trusting
relationship and was receiving the benefits it sought in a timely fashion. Things fell
apart when the needed help was slow in coming, causing the regional hospital to doubt

the spirit of the affiliation.
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¢ System integration efforts are most effective when a relationship of trust
exists between the regional hospital and the system.

¢ Slow system response to perceived regional hospital needs erodes trust.

e System bureaucracy minimizes the likelihood of successful system
integration. '

Governance and Board Strategies to Enhance

Community Representation

The fourth research question sought to understand how System corporate board
members identify the healthcare needs of the communities surrounding member
hospitals. While System governance structures are still evolving, and processes to
ensure appropriate information flow both up and down the rapidly developing
organization in their infancy, the answers to this research question appear be twofold.
First, systems thinking will enhance the potential for information flow throughout the
healthcare system. Second, the creation of the Liaison Board provides a formal
governance vehicle for discussion of issues important to the regional hospitals. These
conclusions are discussed more fully later in this section.

Early in the development of the integrated delivery system in the case study,
consideration was given to the desired form of governance. Cognizant that
representational governance was the model used by regional hospitals, the System
sought to preserve local representation in designing system governance processes. It
was also broadly acknowledged that board members could be instrumental in helping

the System become better acquainted with, and be accepted by, the local community.
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Upon affiliation with the System the bylaws of the regiohal hospital were
rewritten to reflect the new governance structures. Many of the regional hospitals in the
case study had complicated ownership relationships, with the System leasing and/or
managing the facility. Local board members found the new governance confusing.
They were unclear about the exact nature of the relationship changes upon affiliation.
This confusion led to uncertainty regarding their roles and responsibilities as board
members, and levels of authority.

e Developing integrated delivery systems should anticipate the need to educate
regional hospital board members on board roles and responsibilities
following system affiliation.

Prior to the decision to become part of a larger healthcare system, the regional
hospital boards were made up of purely local citizens. Affiliation to the organized
delivery system brought about changes in the governance structure and in the
composition of the board. Local citizens now cohstituted approximately 50% of the
total board membership, the remaining membership being individuals chosen primarily
to represent the Systém and it’s interests.

These changes in the composition of the hospital boards are being met with
some resistance by local board members. They fear a shift in the balance of power and
that their efforts to represent the community will be outvoted by System boé.rd
members. Recognition of these cohcerns led the System to amend early governance
efforts at board composition, which attempted to appoint more System representatives
than local board members.

e Board composition changes following affiliation with an integrated delivery

system enhance concerns regarding the potential of future community
representation.
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¢ Equal numbers of local and system board representatives facilitates the
building of trust.

The local board members selected by the System to be appointed to the new
board were seasoned community members. Known and respected in their local
communities, the majority had served on the hospital board for some years prior to
System affiliation. Several individuals were physicians who served the local
community. Many had prior board experience on community boards. They were mature
individuals, who held responsible positioﬁs in a wide variety of local businesses.
Having lived in the community for many years, these local board members were

knowledgeable of community issues and concerns.

o Selection of respected community members for regional hospital board
appointment enhances community perceptions of representation.

¢ Greater physician involvement in governance will enhance system
integration.

Few working governance models fér integrated delivery systems existed when
the System began implementing its integration strategy. Development of the
governance structure became a work-in;progress. In addition to the desire to retain
some form of representational governance, the System saw it as advantageous to move
towards standardization of regional hospital board meetings, including agenda o
development and board minute reporting. These changes were being implemented
gradually, with hospitals being at various stages of compliance at the time of the case
study. Board meetings were seen as vehicles for gathering information, decision-
making, and sharing information. Agenda development was initiated by the hospital
administrator, generally with input by the hospital board chair. Agenda were reviewed

by the System in advance of the meeting to allow System executives the opportunity to
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evaluate items proposed for discussion and decision-making and to recommend changes
they felt were warranted. Efforts were made by the System to fully discuss all aspects
of board business with both the board chair and the administrator. These discussions
provided an opportunity for the System to educate the administrator and the board chair
on current healthcare issues and to learn regional perspectives on items being proposed
for board consideration. Most regional hospitals appreciated the structure that this
process brought and considered their board meetings more productive.

In situations where relationships with the regional hospital were strained, the
System attempted to exert greater coﬁtrol over board affairs. Local board chairs‘
generally realized this was occurring and did not appreciate being excluded from the
process. Unless effective communication links were reestablished, the relationship
between the regional hospital and the System continued to deteriorate.

e Effective boards control how they spend their time.

e Standardization of board meeting agenda enhances governance effectiveness.

e System involvement of regional hospital board chairs facilitates
system integration.

e Lack of regional hospital board chair involvement promotes distrust of the
system. R

As part of System initiatives to integrate regional board members into the
System governance structure, various regional hospital, locally based board chairs and
board members were invited to participate on System boards and committees. Also
serving as a board development process, local board members were exposed to
corporate level governance and to the complex world of a rapidly developing integrated

delivery system. Board members shared what they learned with their regional hospital



168

boards back home and in return provided the System with regional perspectives. While
most regional board members were aware that some of their colleagues were serving on
boards at the System level, there was great confusion about who and how many were
serving in such roles.

e Involvement in integrated delivery system governance processes
promotes systems thinking on the part of regional board members.

e Representation of local board members in system level governance enhances
community representation.

The increasing number of regional hospitals becoming part of the System gave
rise to development of the regional Liaison Board. Made up of representatives from the
regional hospital boards and the System, the Liaison Board addresses regional
integration issues, passing key items on to the System board for information and final
approval. A potentially valuable governance integration mechanism, this board is in the
early stages of development and appears to be still determining its role and function.

e Development of a joint regional board at the system level

may facilitate the transition from institutional governance

to system governance.

e System boards may lose touch with the unique circumstances
and needs of system member organizations.

e Representational governance at the system level may cause system board
members to focus on the best interests of component parts of the system
rather than on the best interests of the system as a whole.
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Recommendations

Recommendations for Future Research

This study was designed to identify the aspects of governance which facilitate
effective community representation in integrated healthcare delivery systems. It has
successfully produced a number of relevant conclusions, each of which represents an
issue for further research. While the inductive qualitative approach in this study has
been useful in developing study conclusions, a more focused deductive approach is
recommended for future exploration of their validity.

Of particular interest is research into effective system governance models and
how such models address community representation. This study has presented one
governance model adopted by an organized delivery system early in its development.
Research comparing governance models adopted by mature organized delivery systems
would offer further insight into how such healthcare organizations incorporate
community representation.

Identifying community health needs proved challenging to the regional hospitals
in the study. Further research into how to most effectively capture and analyze
community health data would provide regional hospitals with mechanisms that would
allow them to better target community service and program provision given limited
resources.

Healthcare appears to be on a path toward redefining itself as a more responsible
and vital service to both individuals and the community as a whole. This

transformation will involve a greater reliance on scientific knowledge and a greater
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need for shared knowledge among healthcare professionals. Further research into the
processes whereby organized delivery systems assume responsibility for the health

status of the communities they serve will greatly benefit this transformation.

Recommendations for Future Practice

If the conclusions presented in this study are found to be reflective of patterns of
community representation behavior demonstrated when regional hospitals join
integrated delivery systems, then persons involved in the planning of integrated delivery
system integration or persons involvéd in evaluating regional hospital afﬁliation} toa
healthcare system should consider the following recommendations.

Governance Transition: As regional hospitals merge with integrated delivery
systems their boards will need to transition from representational governance to the
broader, mission-based form of governance employed by systems. Board members will
need to become system thinkers.

Systems Thinking: Individual regional hospitals that successfully join together
to form a new integrated delivery system must transform themselves in the process.
They will need to appreciate that what might be good for one part of the organization
might not be good for the organization as a whole and that working together to reach a
common goal is the best strategy in the long run.

Systems-Oriented Governance: Newly developing integrated delivery systems
should design governance structures and process that will ultimately lead to an
integrated, systems-oriented form of governance. Regional hospital boards will

ultimately be subordinate to a system board. Reconciling this reduction in authority and
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clarification of roles and responsibilities between the regional hospital boards and the
system board are crucial to achieving effective system governance.

Assumption of Accountability: Integrated delivery systems must recognize that
they are accountable for the health status of all the communities surrounding their
regional hospitals. Activities should be directed toward identifying the health needs of
specific communities and promoting health and prevention rather than merely treating
injury and illness. Community surveys should be conducted on a regular basis, with
results reported back both to the regional hospital board and to the system. All other
sources of community health data should be identified and researched for use in
program planning.

Accessible Continuum of Care: A continuum of care should be established that
encompasses decentralized primary care provider locations, and smooth and efficient
access to specialty care, hospital care, and ancillary services. Regional healthcare
professionals must be sufficiently knowledgeable about the continuum of care to guide
community residents requiring care.

Best Practices: Individuals and entities that provide similar levels of care should
be integrated through best practices. Healthcare professionals should be encouraged to
share best practices with their system colleagues to promote high quality, cost-effective
care.

Physician Integration: Key players in the development of integrated delivery
systems, physicians must be integrated into all aspects of the system, particularly into
governance processes. Physicians should be integrated at all levels of leadership

structures and planning activities.
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Board Development: Effective preparation of regional board members for
system involvement and leadership requires a formal program of board development.
Conducted both at the regional hospital and system levels, focus should be on culture
development, systems thinking, board roles and responsibilities, system mission, system
planning and community representation.

Change is the one constant in today’s complex healthcare environment. System
governance issues will continue to emerge as systems themselves grow and develop.
Many healthcare systems are struggling with how best to continue gaining
representation from the various constituencies served by the system. While most boards
are community-minded, they are still very much on the learning curve in terms of
thinking and acting from a system standpoint. Those involved in assisting integrated
delivery systems determine appropriate system integration strategies and those working
with regional hospitals new to system affiliation should appreciate the process of
change is often unpredictable. It may be slow and gradual, or fast and dynamic. Only
by understanding the nature of human response to change and by managing the complex
web of relationships can professionals best facilitate the development of integrated

delivery systems.

Implications of the Study

Whether or not the integrated delivery system emerges as a dominant healthcare
model, huge changes are ahead for hospitals. As health resources become scarcer and
more tightly controlled, hospitals will have to integrate their services with those of other

providers for resource efficiency. Integration involves the coordination of functions and
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activities across operating units so as to maximize the value of services delivered
(Gillies et al., 1996). The promises of integration are clear: greater continuity of care,
greater control over quality and costs, increased efficiency, and better service to the
community.

Hospital governance, as it has traditionally been, will not survive unchanged.
As new forms of health care organizations emerge, new forms of governance will be
required to lead them. Although many boards have gone through some form of
transition, a quantum leap to the next form of governance is required.

Overseeing and managing the incredibly complex networks of relationships that
are integrated delivery systems will necessitaté new and very different forms of
governance. Although vital, its relationship to the community is but one of the many
relationships that the organized delivery system must manage. Care must be taken to
ensure that the valuable contributions made by local board members on behalf of their
communities are not sacrificed to streamlined governance.

Effective management of relationships is crucial to the future success of
integrated healthcare delivery systems. By working together, the multiple pértners who
comprise an integrated delivery system can fulfil the promises of integration and

enhance healthcare for communities throughout the country.
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Please circle or check one answer for each of the following questions.
Section A: Governance

1. Does the hospital have a legally constituted governing board
which bears ultimate responsibility for the affairs of
the organization?

a. If no, does it have an advisory board that provides
advice, counsel or recommendations to the management
or board of a system? :

2. To which higher board or authority is the hospital board
legally responsible?

a. board or management of a health care system?
or b. aunit of state, county or local government?
or c. other- please specify

d. the hospital board is not responsible to a higher board or authority

3. How many of your hospital board members serve on system boards

or committees?

Section B: Composition

4. Please supply the following information about your board:
a. do you serve as a board member?

or b. do you serve as an administrator?
c. how many years have you held this position at this hospital?
d. if a board member, is your position a voting position?
€. are you malé or female?
f. what is the year of your birth?
g. do you live in the region served by the hospital?
a. if Yes, what year did you move to the community?

h. would you describe yourself as politically influential within
the community?

i. would you describe yourself as involved in community or civic
affairs?
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Yes No
Yes No
Yes No
Yes No
Yes No
Yes No
Yes No N/A

Male Female

Yes No
Yes No
Yes No
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j- would you describe yourself as having financial skills? Yes No
k. would you describe yourself as a business person? Yes No
1. would you describe yourself as a community leader? Yes No
m. have you had previous board experience? Yes No N/A
n. please provide your professional job title:
Section C: Responsibilities
Please circle one of the following responses for this section:
VI= Extremely Important, I= Rather Important, SI= Somewhat Important, NI=Not
Important
5. Over the next three years, please indicate how important it is for your board to
change or improve performance concerning the following board responsibilities:
a. establish the policies of the hospital in relation to community needs EI RI SI NI
b. provide equipment and facilities consistent with community needs EI RI SI NI
c. ensure that proper professional standards are maintained in the care
of the sick EI RI SI NI
d. coordinate physician interests with administrative, financial and
community needs EI RI SI NI
e. provide for the hospital’s long-term financial viability EI RI SI NI
f. gain access to key resources from the community EI RI SI NI
g. represent those served by the hospital EI RI SI NI
h. serve as a resource to top management EI RI SI NI
i.. establish corporate goals EI RI SI NI
j- ensure that plans and programs are developed and implemented
to accomplish corporate goals EI RI SI NI
k. select and maintain a qualified medical staff EI RI SI NI
l. ensure that the community is well informed about the hospital’s
goals and performance EI RI SI NI
m. serve as an advocate for the hospital EI RI SI NI
n. be informed about current healthcare trends EI RI SI NI
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Section D: Relationships

Please circle one of the following responses for the remaining three sections:
AA= Almost Always, U= Usually, O= Occasionally, AN= Almost never

Community relationships:

6. Does the hospital reasonably represent the influential opinions
of the community? AA U O AN

7. Does the hospital provide services to the uninsured? AA U O AN
8. [Isthe hospital fulfilling the community’s long-range health needs? AA U O AN

9. Is the hospital educating the community to understand
managed care? AA U O AN

10. Does the hospital offer educational programs to the community
consistent with community health needs? AA U O AN

11. Does the hospital learn about community health needs through
healthcare professionals? : AA U O AN

12. Does the hospital learn about community health needs through
its board? AA U O AN

13. Does the hospital learn about community health needs through

community organizations? AA U O AN
14. Does the hospital conduct community surveys to assess needs? AA U O AN
15. Is a community survey conducted on a regular basis? AA U O AN
16. Are there key community health issues which the hospital has

not addressed? AA U O AN
17. Do you, personally, devote time to developmg solutions for

community health problems? AA U O AN
18. Do you, personally, help the hospital raise money for worthy

programs? AA U O AN
19. Do you serve as an advocate for the hospital in helping the

community understand the healthcare changes affecting

regional hospitals? AA U O AN

Board-Management Relationships:

20. Does hospital administration keep the board informed of hospital
performance against goals? AA U O AN



21. Does hospital administration keep the board informed of key

healthcare trends? AA U O AN
22. Does hospital administration provide clear background information

to support decision-making on proposed programs or services? AA U O AN
23. Does hospital administration respond appropriately to board input

concerning community health issues? AA U O AN
24. Are local community health needs communicated to the system

board? AA U O AN
25. Does the board discuss resource allocation issues in cases where

organizational and community interests compete? AA U O AN

Board Member Relationships:
26. At board meetings, do board members engage in dialogue among

themselves concerning key issues? AA U O AN
27. Do board members possess knowledge or skills which you lack

and which are helpful in decision-making? AA U O AN
28. Are board members aware of the effects that their decisions

have on the community? AA U O AN
29. Are board members free to speak their minds about issues affecting

the community? AA U O AN
30. Do board members raise community health issues? AA U O AN
Section E: Accountability
31. Does the board request feedback about the programs

provided for community benefit? AA U O AN
32. Is the board proactive in addressing community health issues? AA U O AN
33. Does the hospital provide formal education for board members? AA U O AN
34. Does the board regularly review community health data? AA U O AN
35. Is the board educated concerning community health measures? AA U O AN
36. Are community health issues passed on to system level board

members for their information and consideration? AA U O AN
37. Is there a formal process for evaluating the board’s performance? Yes No
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38. What are the key advantages for regional hospitals in joining a healthcare system?

39. What are the key disadvantages for regional hospitals in joining a healthcare system?

40. What are the future governance challenges for regional hospital boards?

41. How can these challenges be addressed?

Thank you for your participation.
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10.

11.

12.

13.

14.

15.
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Regional Hospital Board Members (8)
Regional Hospital board chairs (4)
Regional hospital administrators (4)
Liaison board chair (1)
- Define terms regional hospital and regional hospital board

Please tell me a little about your role. How long have you held this position?

To which body are regional boards accountable? Please explain the relationship
and how it works.

How are agenda for regional hospital board meetings developed?

Is it important for regional hospital boards to be connected with their
Communities?

How do regional hospital boards learn about community health issues?

How are community health issues addressed at regional hospital board meetings?
What programs are offered in response to community needs?

How do regional hospital boards determine which community needs to address?
How are regional hospital boards kept informed about current healthcare issues?
How does regional hospital board development occur?

How are regional hospital priorities and system priorities integrated?

Why do regional hospitals seek to become part of integrated systems?

What do regional hospitals gain to become part of an integrated system?

What do regional hospitals give up to become part of an integrated system?
What are the future governance challenges for regional hospital boards?
Additional questions may be asked to explore issues raised in survey responses.

Thank participant for his/her time and information.
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Letter from Healthcare System CEO to regional board members and regional
administrators soliciting their participation in questionnaire
Date

Addressee name & address

Dear Board Member or Administrator,
Re: Healthcare Governance

As part of an effort to learn more about hospital and healthcare system
governance, I am writing to ask you to participate in a governance survey being
conducted by Oklahoma State University. :

The questionnaire, which you will receive shortly in the mail, solicits your input
on the composition, responsibilities, relationships and accountabilities of your hospital’s
board of trustees. Survey results will assist us better understand governance within an
integrated healthcare system.

Thank you in advance for your participation in this important study.

Sincerely,

Name
Title
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Letter from survey researchers to regional hospital board members and regional hospital
administrators soliciting participation in the study.

Date

Addressee name & address

Dear Board Member or Administrator,
Re: Healthcare Governance

As part of an effort to learn more about hospital and healthcare system
governance, we are writing to ask you to participate in the attached Governance Survey.
Conducted by Oklahoma State University, the survey asks for your feedback about the
composition, responsibilities, relationships and accountabilities of your hospital’s board
of trustees. Your knowledge will be used to further understanding of governance in an
integrated healthcare system.

The questionnaire is designed to be completed in approximately 20 minutes.
Survey responses will be kept strictly confidential, with surveys reviewed solely by us.
Survey findings will be reported in a group format only to assure that individual identity
is protected. Your name is shown on the survey to allow us to track responses and to
conduct follow-up if necessary.

We recognize that governing boards vary in structure and composition and that
some of the survey questions may be more relevant to your board than others. Please
direct questions regarding the content of the survey to Jenny Auger Maw at 584-8961.
Completed surveys should be returned in the enclosed postage paid envelope by Friday,
February 12th, 1999.

The healthcare industry has much to learn about the development of integrated
healthcare systems. As a regional hospital board member or administrator in a rapidly
growing healthcare system, you are uniquely positioned to contribute to this
understanding. Thank you in advance for your participation in this important study.

Sincerely,

William Venable, Ph.D. Jenny Auger Maw
Associate Professor Doctoral Candidate
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Informed Consent Form for In-depth Interviews

I, , hereby authorize Jenifer M. Auger Maw to

tape record the interview she conducted with me on , 1999

concerning healthcare governance.

It is my understanding that information gathered during the interview will be used as
part

of an investigation entitled “Governance Practices of Regional Hospitals in an
Integrated Healthcare Delivery System”.

It is further my understanding that all notes and tapes concerning this interview will be
used solely for the purpose of this research project, that they will be secured in the
researcher’s office and erased upon completion of the research study.

It is also my understanding that comments and observations made during this interview
may be referenced in the study report to explain events or perceptions in support of
study conclusions. For confidentiality purposes, the study will identify individuals by
position only. Neither the rural hospitals or the healthcare system participating in the
study will be identified by name.

The purpose of the study is to further understanding of the role of regional hospital
boards in functioning as community representatives within an integrated healthcare
delivery system setting.

I understand that participation is voluntary, that there is no penalty for refusal to
participate, and that I am free to withdraw my consent and participation in this project at
any time without penalty after notifying the project director.

I may contact Jenny Auger Maw at telephone number: (918) 584 8961.
I may also contact Gay Clarkson, IRB Executive Secretary, 203 Whitehurst, Oklahoma
State University, Stillwater, OK 74078; telephone number: (405) 744 5700.

I have read and fully understand the consent form. I sign it freely and voluntarily. A
copy has been given to me.

Date: Time: am/pm

Signed:

I certify that I have personally explained all elements of this form to the subject before
requesting the subject to sign it.

Signed:
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OKLAHOMA STATE UNIVERSITY
INSTITUTIONAL REVIEW BOARD

DATE: 01-06-99 IRB #: ED-99-065

Proposal Title: THE BOARD-COMMUNITY CONNECTION: HOW REGIONAL
HOSPITAL GOVERNANCE MAINTAINS THE LINK

Principal Investigator(s): William R, Venable, Jenifer M. Auger Maw
Reviewed and Processed as: Exempt

Approval Status Recommended by Reviewer(s): Approved

Signature: CMO/@—\ Date; Tanuary 22, 1999

Carol Olson, Director of University Research Compliance
cc: Jenifer M. Auger Maw

Approvals are valid for one calendar year, after which time a request for continuation must be submitted.

Any modification to the research project approved by the IRB must be submitted for approval. Approved

projects are subject to monitoring by the IRB. Expedited and exempt projects may be reviewed by the full
- Institutional Review Board.
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