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on the Janeway Emergency Department.
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the Minister and the department.
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1.0

1.1.1  Hospital Merger

HCCSJ operates 4 hospitals,
a rehabilitation/continuing
care centre and a health
centre

HCCSJ provides acute,
rehabilitation and long-term
care services to the
population of the St. John’s
Region and tertiary referral
care to the entire province

Operational Review of the Health Care Corporation of St. John’s

Background and Objectives

1.1 Project Background

The Hedth Care Corporation of St. John's was formed in 1995
through the merger of 7 predecessor hedth care organizations. The
merger provided for the consolidation of the acute, chronic and
mental hedth care facilities in &. John's under one board and
management.

The corporation now operates Six facilities including four hospitas,
one hedth centre and one provincid rehabilitation/continuing care
centre:

The Generd Hospitd Hedlth Sciences Centre:

. Clare sMercy Hospital:

Janeway Children’s Hedlth and Rehabilitation Centre:
The Waterford Hospital

The Dr. Leonard A. Miller Centre:

The Dr. Wdter Templeman Hedlth Centre

The merger of the predecessor hospitals into a Single organization,
the closng of an acute care facility, the introduction of program
management and the congruction of the new Janeway Hospitd
have been both tremendous chalenges and Sgnificant
accomplishments for the daff, medicd <aff, management and
board of the Health Care Corporation of St. John's.

HCCSJ is the largest hedth care organization in the province
providing acute care, rehabilitation and long-term care services to
about 200,000 people in the St. John's region. It also serves as
the mgor tertiary referra centre for the whole province.

The corporation is responsible for over 800 acute care beds and
300 long-term care/rehabilitation beds. For the period 1999/2000
the corporation managed 28,774 admissions/discharges, 118,909
emergency vigts, 24,040 adult and 5631 pediatric
medica/surgica day care vists and 10,364 endoscopies. In
addition 2,231 babies were born a hospitals under the
corporation. The HCCSJ has expenditures of $394 million, 7,000
employees and approximately 500 practicing physicians.

HayGroup 1



HCCSJ organizes and
delivers its services under a
program management model

HCCSJ operates the Centre
for Nursing Studies and
collaborates with Memorial
University, the College of
the North Atlantic health
services and medical
teaching and research

1.1.2  Operating and
Financial Performance since
Merger

Operational Review of the Health Care Corporation of St. John’s

The corporation delivers hedth services under a program-based
system. Thereare 9 clinica programs.

Medicine,

Surgery;

Cardiac Care;

Women's Hedlth;

Child Hedth;

Mentd Hedlth;

Critical Care;
Emergency/Trauma; and
Rehabilitation/Continuing Care

There are dso four clinica support programs:
Ambulatory Care;
Diagnostic Imaging;
Laboratory Services, and
Perioperative Services.

And the hospital operates Dr. Water Templeman Hedlth Centre,
on Bdl Idand.

Additiondly the corporation operates the Centre for Nursing
Studies that offers a four-year bacca aureste degree in nursang The
HCCSJ has a dose rddionship with Memorid Universty’s
Faculty of Medicine and the College of the North Atlantic, the
provincid community college. Working in concert with Memoria
University, the HCCSJ supports research aimed at improving the
hedth of the community and the ddivery of hedth sarvices The
Clinicd Research Centre supports clinical researchers and
promotes research partnerships.

HCCSJ has had a deteriorating financid podition since the merger.
In each year since the merger the hospita has experienced a loss
from operations. The accumulated losses to March 31 2001 were
amogt $30 million. And the hospitd is forecagting an operating
loss for 2001/02 of over $4 million.

HayGroup 2



Operational Review of the Health Care Corporation of St. John’s

(,000s) 1995/96 1996/97 1997/98 1998/99 1999/00 2000/01
Revenues $ 286,234 |$ 288,033 |$% 294628 ($ 303,073 |$% 335080 (% 355301
Expenditures |$ 287,630 |$ 294,191 |$ 296,121 |$ 309,097 |$ 337,149 |$ 367,279
Deficit -$ 1,396 |-$ 6,158 |-$ 1,493 [-$ 6,024 |-$ 2,069 |-$ 11,978

The Board now has a working capital deficit exceeding $35
million.

1.13 Project Background  Finacing of the Hedth Cae Sysem in Newfoundland and
Labrador continues to present an ongoing chalenge. Since 1997
there have been numerous reviews and attempts to address cost
saving initigtives but the hedth inditutions sill Sruggle with bringing
hedlth care expenditures in line with revenues. In 2001 the
Miniger of Hedth and Community Services tranderred an
additiond $50 million into the province's hedth inditutions on an
annuaized basis to cover inflation and other known cost increases
that hed been identified by the hospitas.

Despite additional funding Through this initiive of the Miniger, the Health Care Corporation
from the Department of of . John's (HCCSJ) received an additiond $15.4 million.
$15.4 million, HCCSJ  Although mogt hedth inditutions have now provided an operating
estimated that the hospital’s  plan to the Minigter to balance thair current fisca year budgets, the
planned spending for Hedth Care Corporation of St. John’'s submitted a plan to the
2001/02 would result in a  Miniger on indicating ayear-end deficit of $6.6 Million.

deficit of $6.6 million _ i "
As a result of the hospitd’s gpparent inability to operate within

available funds, the Miniger of Hedth and Community Services
decided to engage an externd consulting team to conduct this
operationd review of the HCCSJ. The operationd review has
focused on identifying actions available to the hospital to reduce its
forecasted deficit for the current fiscal year. The review has aso
identified cost saving and revenue generation opportunities that are
available to the hospitd over the longer term that will establish an
operating cost structure that better fits the hospitd’ s revenues

1.2 Project Objectives

The Minigter’s overd| objective in conducting this review has been
to assg the hospitd in achieving and maintaining a positive financia
position. Specific objectives for the review are:

1. Identify arecovery plan to move toward baance in the current
operating budget by March 31, 2002, or

2. ldentify actions which will provide additiond savings in
2002/03 and an operating surplus that can be gpplied to the

HayGroup 3



1.3.1

Project Scope

Operational Review of the Health Care Corporation of St. John’s

prior 2001/02 deficit if the andyss indicates that it is not
feasble to address fully this year’ s operating deficit by March
31, 2002;

3. Identify longer term cost reduction, cost containment and
reasonable revenue generation opportunities that would result
in additiona improvements in the financid position of HCCSJ
into the future.

In developing plans for recovery, cost savings and revenue
enhancement, priority have been given to initiatives that will have
the least detrimenta impact on patient care, education and
research.

1.3  Project Scope and Approach

To achieve the objectives of the review, the project has focused on
identifying the factors contributing to the Corporation’s deficit and
increasing expenditures. The review has evduated and identified
opportunities for improvement in the:

Governance structures and processes

Management structures and processes

Operations and operating costs

Clinica utilization and dinicd efficiency
The focus of this investigation has been initiatives that will alow the
hospitd to achieve and maintain a baanced budget and more

favourable working funds postion as quickly as possble The
project has included the following mgor dements.

Phasel:  Project organization and assembly and refinement of
HCCSJ data and measurements of codts, operating
efficency, dinicd eficiency and populaion utilization
of hospita services

Phase2: Review and evdudion of governance and

management

Phase3: Review and evduaion of the efficiency of hospitd
operations to identify opportunities to reduce costs in
the short and longer-term
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1.3.2

Approach to
Project

Operational Review of the Health Care Corporation of St. John’s

Phase4: Review and evduation of the appropriate use of
hospita resources and of the efficdency of dinicd
processes.

Phase5:  Reporting on opportunities to improve governance,
management, clinica efficiency, operationd efficiency
and population use of hospital services.

The mgor ddiverable of this Review isthis Report which:

Andyzes the hospita’ s performance, costs and funding;

Identifies opportunities for improvement in governance,
management and operations,

Summarizes cost savings opportunities,

Recommends actions and respongbilities to achieve a baanced
operdting pogtion and recovery from operatiing losses in
2001/02.

The focus of the report isa plan that will enable the hospitd to both
continue meeting patient and academic needs and achieve a
ba anced financid pogtion.

Our approach to this project has involved an integrated and
iterative series of analyses focusing on understanding the

Needs of the population for hospital care

The response of the hospita to population needs

The clinical and operationd processes of the hospita

The governance and management processes of the hospital

The operating costs and funding and finances of the hospita

In order to identify opportunities for improvement and develop a
plan for the financia recovery of the organization.

This approach is presented schematicaly in the exhibit following.
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Exhibit 1.1
Overview of Approach to the Operational Review of
The Hospital Corporation of St. John’s

Current
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Future
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Current
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1.4  The Steering Committee

The project was conducted by the consultants under the direction
the Department of Heath and Community Services. The study
receved advice from a Steering Committee made up of
representatives of the Hospitd Corporation of St. John's, The
Faculty of Medicine of the Memorid Universty and the
Department. The Steering Committee was responsible for
directing the execution of the study and reviewing and commenting
on interim and find reports. The Deputy Minister served as Chair
of the Seering Committee. The members of the Steering
Committee were:

Mr. Robert Thompson, (Chair),
Deputy Minister, Department of Hedlth and Community Services

Ms. Loretta Chard,
Assgant Deputy Minigter, Board Services, Department of Hedlth
and Community Services

Ms. Donna Brewer,
Assgant Deputy Minister, Support Services, Department of
Hedlth and Community Services

Mr. John Rumboldt,
Regiond Conaultant, Department of Hedth and Community
Services

Mr. John Abboett,
Board Chair, Hedlth Care Corporation of St. John's
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Operational Review of the Health Care Corporation of St. John’s

Mr. George Tilley,
Chief Executive Officer, Health Care Corporation of &. John's

Mr. Kent Decker,
Vice President-Finance, Hedlth Care Corporation of St. John's

Dr. Robert Williams,
Vice Presdent-Medica Services, Hedth Care Corporation of St.
John's

Ms. Louise Jones,
Vice President-Patient Care Services, Health Care Corporation of
St. John's

Ms. Brenda Caul,
Assgtant Secretary (Budgeting), Treasury Board

Dr. Cindy Whitman,
Chair-Medica Advisory Committee, Hedlth Care Corporation of
S. John's

Dr. Jennifer Jackman,
Consultant for Department of Hedlth and Community Services

Dr. Ian Bowmer,
Dean, Faculty of Medicine, Memorid Universty of Newfoundliand

Mr. Mark Hundert,
Hay Group
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2.0

Hospital Boards in
Newfoundland are public
bodies created by the
province to be instruments
of public policy in the
delivery of health services.

Although the government
holds hospital boards
accountable, it has also
allowed them to operate
with independence and
latitude to respond, as best
they can, to the interests and
needs of their communities.

Operational Review of the Health Care Corporation of St. John’s

Governance and Management

2.1

Hospital Boards in Newfoundland are public bodies created by the
province to be instruments of public policy in the ddivery of hedth
sarvices.  Hospitd boards are dependent on the provincia
government for their operating and capitd funds. The public holds
the provinca government accountable for the funding,
organization, ddivery and, to a large extent, the qudity of hospita
sarvices. Because of the public's perspective and the amount of
public funds being provided to hospitds, the government has
increesingly stressed the accountability of hospitals and hospital
boards for their use of these public funds and for the effectiveness,
efficency and the long-term viability of hospitals. The Government
of Newfoundland and Labrador recently articulated the importance
of this accountability in its Achieving Excellence: A Guidebook
for the Improved Accountability of Public Bodies.

The Province and the Hospital

Although the government holds hospita boards accountable, it has
adso dlowed them to operate with independence and latitude to
respond, as best they can, to the interests and needs of their
communities. The pogtion of the government is that once it has
agreed with the hospitd’s general program, operaing plan and
budget, it remains a ‘arms length’ from the hospitd’s day-to-day
activities unless and until a mgor issue occurs. At that point the
Department of Hedth and Community Services has the right and
the power to intervene as it deems appropriate.

The Department of Hedth and Community Services is responsible
for determining and ensuring a planned and coordinated system of
hedth care. The hospitd’s responshilities are to manage and
deliver its mandated sarvices in the most effective and efficient
manner it can, to optimize the use of the resources available to it
and to drive continuoudy to improve the availability and qudlity of
itS services.

HayGroup 8



Hospital Governance

Independence and
Autonomy

Operational Review of the Health Care Corporation of St. John’s

2.2  Governance of the Health Care Corporation of
St. John’s

Hospita governance is the exercise of authority, direction and
control over the hospita by the hospita’s board of directors?!
Fundamenta respongihilities of governance are:

defining the purposes, principles, and objectives of hospita
ensuring and monitoring the quaity of hospital services
enauring fiscd integrity and long-term future of hospita

arranging for and monitoring the effectiveness of the hospitd’s
management
gpproving annua operating plans and budgets of hospital

In Newfoundland and Labrador the members of the board make
up the hospital corporation. The members of the hospital board are
gppointed by the Minister and thus are directly accountable to the
Miniger of the Department of Hedth and Community Services.
The board of the hospitd is accountable to the patients and
communities served by the hospitd through the Minister who acts
on behdf of the people of Newfoundland and Labrador.

“...no public body is totaly independent from the dected
government which created it. However, many public bodies are
autonomous in that they are sdf goveaning within a larger
framework of governance, and exercise their decison-making
powers within provincid government policy and legidation. The
autonomous status of public bodies does not exempt them from
being accountable to designated Minigers. It is important to
understand that public bodies are instruments of public policy thet
have been created for that purpose by government or the
Legidature®

From Into the 21st Century: Ontario’s Public Hospitals, Report of the Steering
Committee, Public Hospitals Act Review, Ontario Ministry of Health,
February, 1992.

Government of Newfoundland and Labrador Treasury Board, “Achieving
Excdllence 2000-A Handbook for the Improved Governance of Public Bodies”
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A fundamental
responsibility of the hospital
board is the fiscal integrity
of the hospital and its long-
term solvency.

Hospital boards that allow
the hospital’s debt to exceed
its ability to repay that debt
are putting the hospital, its
ability to provide service to
the community and the
health of the community at
risk.

The Health Care
Corporation of St. John’s

Operational Review of the Health Care Corporation of St. John’s

A fundamentd responghility of the hospita board is the fiscd
integrity of the hospitdl and its long-term solvency. It is accountable
to the province (acting on behaf of that community) for the long-
term viability of the hospital. The board is required to “provide for
the faithful and economicd management of the facilities for which
the Health Care Corporation is responsible.”?

The fisca solvency of the hospitd is criticd to its ability to respond
to the care requirements of the community. Hospital boards that
alow the hospital’ s debt to exceed its ability to repay that debt are
putting the hospitd, its ability to provide service to the community
and the hedth of the community a risk. This is not good or
reasonable stewardship of public and charitable funds and is not in
keeping with the hospital corporation’s long-term obligations to the
Minigter. If a hospitd board puts the long-term solvency and
viability of a hospitd at risk, it is incumbent on the provincid
governmert to take action, in the interest of the locd community
and the province as a whole, to correct the Stuation and restore
the hogpital to solvency.

Governance of The Health Care Corporation of St. John’s

The following paragraphs provide a brief description and
evaduation of the ownership and governance dructures and
processes of HCCSJ.

The Hedth Care Corporation of St. John’s was created through a
Hospitals Act (Hedth Care Corporation of St. John's) Congtitution
Order, 1995.* Section three of the order States the Health Care
Corporation of &. John’'s “shdl manage and control the operation
of the following scheduled hospitas

Children’s Rehabilitation Centre, Pleasantville, S. John's;

Dr. Charles A. Janeway Child Hedlth Centre, Pleasantville, S.
John's;

Dr. Leonard A. Miller Centre, &. John's;
Dr. Water Templeman Hospitd, Bell Idand
Generd Hospitd, St. John's;

Hedlth Care Corporation of St. John's Governance and Administrative By-
Laws, section 2:04 (c).

Newfoundland Regulation 31/95, pursuant to sections 4 and 5 of the Hospitals
Act, RSN 1990, ¢.H-9. (filed March 28,1995).
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Composition and Size of
Board

Operational Review of the Health Care Corporation of St. John’s

S. Clare's Mercy Hospitd, . John's;
Sdvation Army Grace General Hospitd, St. John's;
Waterford Hospitad, St. John’'s

and al other facilities, services and programs operated or provided
by or associated with the above scheduled hospitals.”

The Hedth Care Corporation of St. John's is made up of “not
more than eighteen persons gppointed by the Honourable Minister
of Hedlth.”> The members of the corporation are aso the Trustees
of the corporation. Although the hospital corporation provides
sarvices to the loca community, the corporation is accountable to
the Minigter of Health and Community Services.

The maximum and minimum size of the Board is defined in section
7(2) of the Hospitals Act. The current board of the Hedlth Care
Corporation of St. John’'s is composed of 18 Members appointed
by the Minister of Hedlth. There are three officers of the Board, the
Chairperson, the Vice-Chairperson, and the Secretary. The Chief
Executive Officer is the Secretary of the Board and is not a voting
member.

There are no ex-officio members of the Board and in accordance
with the Hospitals Act no one is a member of the Board “who isa
member of the medical staff of a hospital operated by the board or
who is an employee of the board’®. However, also in accordance
with the Act, a number of hospitd management gaff regularly to
attend Board medtings, including the Chief Executive Officer and
dl 5 vice presdents. Additionaly the Char of the Medicd
Advisory Committee and the Presdent of Medicd Staff
Asociaion are invited and regularly attend meetings of the Board
of Trustees. The Dean of the Medical School aso attends HCCSJ
Board meetings.

The hospitd (or the department) has not chosen to avail itsdlf of the
provison of the act wherein an agreement may be executed
between the minister and the hospita “providing that the chief of
gaff and the adminigtrator of the hospital may be members of the

Newfoundland Regulation 31/95, pursuant to sections 4 and 5 of the Hospitals
Act, RSN 1990, c.H-9..

6 Government of Newfoundland and Labrador, Hospitals Act, RSN1990 Chapter
H-9: An act Respecting Management and Operation of Hospitals in the
Province.
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Appointment to the Board

Board Orientation

Committee Structures &
Processes

Operational Review of the Health Care Corporation of St. John’s

hospital board™ if the Lieutenant—Governor in Coundil considersit
necessary or desirable.

Board members are appointed by the Lieutenant Governor in
Council, pursuant to section 7(1) of the Hospitds Act. Every
resdent of the province of Newfoundland is qudified to serve asa
member of the Board. Neither employees nor members of the
medicd daff of any hospitd operated by the Hedth Care
Corporation of St. John's may be appointed to the HCCSJ
Board.?

The Minigter appoints trustees for a period not exceeding three
years. Trustees are dligible for regppointment, but a Trustee may
not serve on the Board for a continuous period longer than nine
years. Notwithstanding Section 9 of the Hospitds Act, the
Lieutenant Governor in Council may prescribe a term of office for
a period grester or less than three years, or make any other
changes D the term of an individua board member or an entire
board as deemed to be appropriate.

An orientation manua supports the board orientation process. This
resource provides foundationd documents of the corporation
(including guiding principles, corporate vaues, misson Statement
and vison gatement), and describes the loca patient populations,
HCCSJ organizationa dructure, drategic directions, and the
current board structure. A number of recent communications aso
are provided to help prepare board members for their role and
respongbilities. Additiondly, as has been discussed previoudy, the
province has published its framework for governance and
accountability- “Achieving Excellence.” And, these materias are
augmented by staff presentations on specid issues as needed.

There are 7 Standing Committees of the Board, whose members
are appointed annualy by the board?

Ethics and Vdues
Executive
Finance and Audit

Human Resources

" Hospitals Act. Section 20 (1)
8 Hospitals Act. Section 7(4).

Health Care Corporation of St. John's Governance and Administrative By-
Laws, section 6:02.
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Board Committee
Membership

The Medical Advisory
Committee

Operational Review of the Health Care Corporation of St. John’s

Fanning

Property
Qudity Initiatives

With the exception of the Executive Committee, the compostion of
the board committees is a combination of trustees and non-trustees
as determined by the board; however, only trustees are permitted
to vote at Committee meetings. The Chairperson of the board and
the Chief Executive Officer are ex-officio members of al board
committees™  However, the CEO is not a board member and
thus does not vote at committee meetings.

Joint committees with affiliated organizations as described in the
hospital by-laws' indude:

Joint Conference Committee

Joint Liaison Committee

Research Proposals Approva Committee

Medica Advisory Committee

The Board has a number of advisory committees, including the
Medicd Advisory Committee. The functions of the Medicd
Advisory Committee are to:

“Advise the Board on the quality of medica care, on the
appointment and regppointment of medicd daff, on research
projects involving human experimentation, on the purchase of
medica equipment and other appropriate matters,

To advise the Chief Executive Officer and Vice-President
Medical Serviceson appropriate matters;

To serve as aforum for discussion and, if necessary, decison
among the various eements of the medicd d&ff;

To condder, act on or refer other items which are submitted
from the Clinica Chiefs, officars of the medica saff, Chief
Executive Officer, or Vice-President Medica Services''?

1 Health Care Corporation of St. John's Governance and Administrative By-

Laws, section 6:06.

1 The Centre for Nursing Studies Advisory Committee is no longer a committee

of the Board.

2 Hedlth Care Corporation of St. John's Medical Staff By-Laws, section M8:13
(ard)
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The MAC is not providing
the Board with regular
reports on the quality of
medical care in the hospital

Operational Review of the Health Care Corporation of St. John’s

The MAC ismade up 17 Program Clinica Chiefs, Chairpersons of
Faculty of Medicine Disciplines not designated as programs, and
medica and adminidrative ex-officio members.

The Board appoints the Chairperson of the MAC &fter consdering
the recommendation of the MAC. The Chairperson is accountable
to the Board.

The Chairperson of the MAC provides regular reports to the
board regarding the activities, recommendations and actions of the
MAC, aswell as gppointments to the medica daff of the hospita.
The reporting focuses primarily on medica department’s interests
and concerns related to hospital operations.  Although advising the
Boad on the qudity of medicd care is one of the prime
responsbilities of the MAC, the MAC's reports to the board
provide little discusson of the quality of medicad care in the hospita
and there is no regular reporting of any measurements of the quality
of medicd care.

Also, it is important to note that athough the MAC provides
regular reports to the Board, it is not formally a committee of the
board. (It appears to be a Committee of the organized medica

daff of the HCCSJ) And, the Chair of the MAC is not a member
of the Board. Although there is no evidence of a problem, we are
concerned that, because there is no formal, structura relationship
between the Board and the MAC, the Board could take action

without receiving advice regarding the implications of its actions on
the quality of medical care at the hospitdl.

We bdieve that the Board would be better able to fulfil its
respongbility for the qudity of care a the hospitd if it more
formally had access to advice from the medical gaff on the quality
of medicd care. This would be facilitated if the MAC were
recognized, formally, as a subcommittee of the Board and if the
Chair of the MAC was appointed by the Board and served, ex-
officio, as a full member of the Board. The Board would aso be
able, formdly, to provide direction to the medicad saff (through the
MAC) rdated to qudity of care a the hospitd. (If the Chair of the
MAC were to serve on the Board, would be appropriate for the
CEQO, as the ovedl leader of the organization, including the
medica gaff, to dso be afull member of the Board.)

It is recommended that:

1 The Board Chairperson along with the Minister of
Health should solicit the Lieutenant Governor in
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Committee Processes

Many of the board
committees seem to be
moving into the domain of
management
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Council to allow the Chief of Staff/Chair of the MAC
and the CEO to be a member of the Board of
Trustees of HCCSJ.

2) The Board Chairperson should cause the
administrative bylaws to be rewritten to make the
Chief of Staff an appointee of the Board and Chair of
the MAC.

A3 The Board Chairperson should cause the
administrative bylaws to be rewritten to make the
MAC a subcommittee of the Board of Trustees of
HCCSJ.

A sgnificant amount of the work of the board is being delegated,
gopropriatdy, to the standing committees of the board. The
committees review information and debate issues more
comprehensgvely than could be achieved by the full board.
Currently, standing committees:

Provide brief highlights or more detalled minutes of their
mestings for the information of the full board.

Report their recommendations for board action.

Support their recommendations with documentation of issues
and discussions that took place a the committee leve.

Except in unusua circumstances, these processes and practices
are minimizing the need for the full board to reconsder and re-
debate issues that have been dedlt with at the committee levd.

Board members will ask the subcommittee to clarify facts,
issues and recommendations, they generdly do not repest the
debate that has dready taken place at the subcommittee level.

The board will then vote on the recommendation of the
Committee, accepting or rgecting the recommendation as

appropriate.

This approach to deliberation and decison-making makes Board
meetings more efficient. It alows the full board to focus its
deliberations on the mogt critical issues.

It should be noted that in our investigations we have observed that
many of the board committees seem to be moving into the domain
of management. Although the digtinction between governance and
management is often not clear, if managers are to be successful,
they need to be given the latitude to manage without interference
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Defining & Maintaining
Purposes & Principles of
Hospital
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from the board. Having sad that, it is the domain of the board to
st specific objectives for management and to monitor
management’ s performance in relation to those objectives. (To be
fair, if managers do not develop mechanisms and metrics to dlow
governors to monitor performance, governors will be forced, in the
execution of their respongibilities as governors, to be more involved
in operations than might be desirable.) The tactics employed by
managers to achieve the objectives should be developed and
implemented by management, not the board. The board should
monitor these tactics only asthey relate to the values established by
the board to guide the operation of the organization. This
important diginction in the roles of governors and managers relates
to al areas of governance and management, from finance to ethics.

The hedlth care industry has clearly recognized the importance for
hospitals to develop coherent sets of objectives and plans. Planning
IS recognized as a criticd component of hospital governance and
management. Hospitals should develop plans in response to the
needs of the community and in collaboration with the community
and other hedlth care and socid service agencies. Effective hospita
planning should indude the following dements:

| dentifying the communities to be served by the hospitd,

Establishing the objectives for the hospital (Vison, Misson and
Core Vaues),

SHecting the hedth needs of the composite community that
might be appropriately served by the hospitd (Role
Statement),

Defining and describing the programs and services required to
be offered by the hospita to respond to the health needs of the
population and achieve the hospital’s objectives (Long-Range
Pan),

Detailing plans for implementing the program and service gods
of the long-range plan and thus achieving the Vison and
fulfilling the Mission of the hospitd (Strategic Plan),

Trandating the objectives, plans and draegies into specific
activities to be initiated in the next fiscd year (Operationd
Plan).
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Decision-making in the
absence of clearly
articulated Long- Range
and Strategic Plans is often
uncoordinated and
inconsistent
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We bdieve tha a Visorn/Misson Statement, Role Statement, Long
Range Plan and Strategic Plan are criticd to the successful
governance and management of a hospital. Decison-meaking in the
absence of clearly articulated Long- Range and Strategic Plans is
often uncoordinated and incongstent. The complexity of a hospital
and its levels of governance and management require that decisons
must be made with reference to a st of long-term objectives
(Vison/Misson/Role) and a plan for achieving these objectives
(Long-Range and Strategic Plans) that are generdly accepted by
the criticd hospital stakeholders. These documents provide a
framework for annua operationd planning and budgeting. If
prepared through the collaboration of the board, the medica staff,
management and hospitd daff and in conultation with the
community and other hedth care agencies, they can become the
basis for clear communication of the hospital’s priorities and for
collaborative and supportive actions to achieve the hospitd’s
objectives.

In kegping with the need to digtinguish between governance and
management, organizationad objectives and long-range gods for
prograns and sarvices should be congdered primaily a
respongbility of governance; srategies and operationa plans for
achieving these objectives and goas should be consdered
primarily a responshility of management. Although primarily a
respongbility of governance, it is unredigtic to expect that boards
can or should develop long range objectives or plans
independently. Although led by the board, management staff of the
hospita will support the deveopment of these statements and
plans.

HayGroup 17



Long Range Objectives: the
Hospital’s Vision, Mission
and Role

Since the merger, the
corporation’s planning
activity has been
appropriately focused on
rationalizing the programs
and services of the
predecessor organizations.

The corporation has not yet
articulated its desired role in
responding to the health
needs of the communities
that it serves
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The Corporation’s planning framework was developed in the firgt
eighteen months of the organization’s exisence. This framework
includes Vison Statement, Misson Statement, Corporate Values,
Guiding Principles, and Strategic Directions. These are based on
the deliberations at the Board Planning Retreat held in November
1995. These were refined as a result of a Leadership retreet in
March of 2000 and became the “Foundational Statements’ for the
organization.

The Foundational Statements formed the basis for the devel opment
of a corporate Strategic Plan wherein the hospita articulated how it
would achieve the Board's Vison and implement the Board's
‘Strategic Directions . The grategic plan commits the organization
to its strategic directions:

identifying and addressing service needs of patients;

ensuring adequate human resources and Stabilization of the
work force;

ensuring the financid stability of the organization;
promoting evidence based decison-making,
sharing information with the public and

promoting a seamless continuum of care.”™

Since the merger, the corporation’s planning activity has been
appropriately focused on integrating, and rationdizing the programs
and services of the predecessor organizations. The hospital’s
Strategic Directions and Strategic Plan reflect the final stage of this
process wherein their key focus is on stabilizing operations and
developing an operaing framework and management processes
that will provide afoundation for future growth and devel opment™.

However the corporation has not yet formaly, or fully articulated
its desred role in responding to the hedth needs of the
communities that it serves, nor has it developed long-range or
drategic plans to guide its future growth and development. In
implementing and consolidating the merger, the hospital seems to

18 Health Care Corporation of St. John's Strategic Plan 2001-2003. p.5

14 Also, the Strategic Plan does not articulate desired ‘end-states for the

organization’, rather it describes the desired focus of activity for the
organization and selected initiatives for various elements of the organization.
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Ensuring & Monitoring
Effective Management &
Financial Health

The primary link between a
public body’s budgeting and
strategic planning processes

is the annual operational
plan

A hospital board should
start the operational
planning process by setting
the annual objectives for the
organization and defining
the parameters for
operational planning and
budgeting
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have relied on the programs and services of the predecessor
organizations to define its current and future role.  With the
organizationd merger, program and service rationdization and
facility development dmost complete, it is time for the organization
to contemplate its longer-term future.

It is recommended that:

4 The Board of Trustees should initiate a process to
develop a role statement and long range plan for the
hospital.

For the board of a hospitd to exercise its repongbility in ensuring
effective management and the financid hedth of the hospitd, there
must be strong processes for operationa planning and budgeting
and for reporting on progress in achieving these plans and budgets.

Operational Planning and Budgeting

“The primary link between a public body’s budgeting and dtrategic
planning processes is the annud operationd plan, which trandates
long-term goas and objectives into a clear operating framework
for a one year period....... Operating plans generate the context
for the detaled financid information required in the annud
budget.™

A hospital board should start the operationd planning process by
drawing from the hospitd’s long-range plan to set the annud
objectives for the organization and to define the parameters for
operationd planning and budgeting. Without clearly articulated
objectives, it is not possible for the board to evauate the hospital’s
performance.

The board mugt teke the initiative in setting gods and initid targets
for the dze of the hospitd’s operating surplus or loss for the
coming year. Budget targets should take into account the Board's
respongbility to ensure the current and future financia hedlth of the
hospital. The Board should then critically review and gpprove the
operating plan and budget developed by management to achieve its
objectives and to accommodate its budget parameters. If the
hospitd’s resources are insufficient to implement the hospitd’s

5 Government of Newfoundiand and Labrador Treasury Board, “Achieving
Excdlence 2000-A Guidebook for the Improved Accountability of Public
Bodies’
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plans, then the Board must take respongbility for directing
management to defer initiatives, suggest dternative drategies for
achieving the hospitd’s vison or, if necessary, to rethink the vison
for the organization.

The Health Care Annud objectives should sart the annua operaiond planning and
Corporation of St. John’s  budgeting process and should provide the framework for setting
does not set annual planning parameters and performance targets. The objectives
objectives for the should relae to the same period as the operational plan and
organization budget. The Hedlth Care Corporation of St. John’s does not set
annual objectives for the organization. It is relying on the Strategic
Directions/Strategic Plan to provide the framework for operationa
planning and budgeting. But hospitds, like most organizations,
operate and are funded on an annual cycle. The Board needs to
draw from its 3-year drategic plan to determine what it wants to

achieve in the coming yesr.

Neither the board nor management is establishing annua objectives
for the hospital. Of perhaps greater importance, because there are
no clearly articulated annua objectives, the board is not monitoring
and management is not providing regular or comprehensive reports
on performance in relation to the corporation’ s objectives

It is recommended that:

&) The Chairperson of the Board should develop and
implement a process for setting annual objectives for
the hospital that can guide the development of the
hospital’s operating plan and its operating budget.

Operating Results

The Hedlth Care Corporation of St. John's has recorded a deficit
each year since its formation in 1995.° The following table
provides a summary.

Exhibit 2.1

Revenue and Expenditure of HCCSJ"”
(all numbers are in thousands)

1995/96 1996/97 1997/98 1998/99 1999/00 2000/01

Revenue 286,234 288,033 294,628 303,073 335,080 355,301

18 Health Care Corporation of St. John's. Our Five Years Together. Retrospective:
April 1995 — April 2000. Appendix B.

17 Financial Statementsincluded in Board package, March 31, 2001.
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Expenditure

287,630 294,191 296,121 309,097 337,149 367,279

Deficit

-1,396 -6,158 -1,493 -6,024 -2,069 -11,978

The Board’s strategy in
dealing with corporation’s
operating losses has put the
financial health of the
hospital in jeopardy

We can find no record of the
Board approving an
operating plan or budget for
the corporation for the fiscal
year 2000/01.

The Board' s strategy in dealing with corporation’s operating losses
(budgeting for operating losses and accepting costs and losses that
exceed its budgets) has put the financid hedlth of the hospita in
jeopardy. The accumulated operaing deficits have resulted in a
working capitd deficit of $28 million at the end of 2001. It is
projected that the working capita deficit will grow to over $35
million by the end of 2002.

Operating Plan and Budget for 2000/01

As has been discussed, the Board did not set objectives for
2000/01 and there was no forma operating plan developed.

In March 2000, the Minister of Hedth and Community Services
wrote to the Board to outline the process for reviewing the
operating budget “in order to dlow Government to meet its
financdd goa of having balanced board budgets no later than
2002-03.”*8 The Department engaged an independent consultant,
John Abbott, to serve as Project Manager for a Specid Review
Team for the Province s Health and Hospitd Boards that would:

determine each Board' s base budget for operations based on
its current mandate

identify operational efficiencies that can be achieved over three
years assuming no change in mandate

determine additiondl efficiencies and acceptable changes in
sarvices that could be implemented over the next three years

identify any other issues that may impact the board's ability to
achieve maximum efficdendes in the ddivery of hedth services

Inits April 2000 meeting the Finance and Audit Committee of the
Board discussed the HCCSJ s draft budget for fiscd 2001. The
committee reviewed a summary of projected revenues and
expenditures. The budget as presented was accepted as a draft for
purposes of preparing management reports for April 2000. It was
noted that the “Finance Committee will complete further work
before submitting it to the Board for formal approva.”*® The

18 Letter dated March 16, 2000, from Roger Grimes, Minister, to Eileen Y oung,
Board Chair.

1 Minutes of the Finance and Audit Committee meeting, April 25, 2000.
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projected deficit at that time was $19.2 million.? It appears that
the Board of Trustees delayed its approva of the 2000/2001
budget until the work of the Specid Review Team was compl eted,
which was expected by June 2000.%* As the board awaited a draft
of the review team’s work, the 2000/2001 operating budget was
not formaly approved by ether the Finance and Audit Committee
or the Board of Trustees. The draft report of the review was not
provided to the hospital in September 2000. We can find no
record of the Board approving an operating plan or budget for the
corporation for the fiscd year 2000/01. However, a its
November 7 meeting, in rgecting the findings of the Specid
Review Team that suggested that the hospita could reduce its
planned deficit to $2.1 million, the Finance & Audit Committee
proposed “adjugting the Budget by $5.6 million to reduce the
budget deficit from $11.9 million to $6.3 million”? And, in
January 2001, the Board chair requested permission from the
Minister to carry a deficit for 2000/01 of $8 millior™

In 2000/2001, the hospitd’ s draft and revised budgets significantly
underestimated the losses for the year. The hospital experienced a
loss from operations in 2000/2001 of $12 millior?”.

Operating revenues were $355.3 million or $58,151 less than
forecast. Operating expenses were $367.2 million or $3.6 million
more than forecast and the deficit was $11.9 million or $3.6 million
more than the apparently final budgeted deficit of $3.3 million.

The hospitd identified uncontrollable and unpredictable events that
caused much of the increase in the Sze of the deficit, such as
accrued vacation, the ddlay in move of the Janeway, reductionin
nurses funding and management dlassification appea s>

2 Finance and Audit Committee Report to the Board of Trustees, April, 2000.

2 Minutes of the meeting of the Board of Trustees of the Headlth Care
Corporation of St. John’s. 23 March, 2000.

2 Minutes of the Finance and Audit Committee meeting, November 7, 2000.

2 Minutes of the Finance and Audit Committee meeting, January 23, 2001.

2 Finance and Audit Committee Minutes of meeting held April 23, 2001. (But, in
aletter dated July 5, 2001, the hospital indicated that its audited financial result
was a deficit of $13.9 million.)

% Finance and Audit Committee Minutes. April 23, 2001.

% Letter dated July 5, 2001 from Ed Sratton, Chairperson, HCCSJ Board of
Trusteesto Gerald Smith, (Acting) Minister of Health
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The board was increasingly
uncomfortable with the
hospital’s deteriorating

financial position
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It must be noted that the board was increasngly uncomfortable
with the hospita’s deteriorating financia postion. At its February
2001 meeting the Board of Trustees heard the concerns of the
Finance and Audit Committee with respect to “sudden and
unexpected” incresses in the hospitd’s projected  deficit.”’
Following the committees report, the Board Chairperson
“reiterated his concern with the growing deficit and reeffirmed his
direction to Corporate Team that [the hospitd] diligently srive to
find ameans to ensure that [the] find year end deficit is not beyond
the predicted [deficit].”® Despite this, it is important to redize
that the Board was willing to accept an operating loss of more than
$3 million.

Development of the Operating Plan and Budget for
200172002

The Corporation’sinitia budget projections for 2001/02 suggested
that the hospitad would incur a deficit of $13 million

On March 26, 2001 the Miniger of Hedth and Community
Services provided the corporation with the “Provincid Revenue
Plan Schedule’ which outlined the Departments funding dlocation
for the HCCSJ for 2001/02. Thisfunding provided for an increase
of $33.3 million or 10% over the corporation’s originally approved
funding by the Department in 2000/01. This increase included a
provision of $11.9 million in stabilization funding™. The funding
announcement came with astatement that the Department “has a
clear expectation that each Board will maintain 2000/2001 service
levels within each Board's 2001/2002 operating budget without
incurring operating deficits” The Minister further required the
corporation 1 submit a recast budget and “detailed explanations
and notes on how the Board will manage within its budget without
reducing the quality and accesshility of exising programs and
services.”

2T Minutes of the meeting of the Board of Trustees of the Heath Care
Corporation of St. John’s. February, 2001.

2 Minutes of the meeting of the Board of Trustees of the Hedth Care
Corporation of St. John’s. February, 2001.

2 The hospital asserts that the stabilization funding was allocated based on the
forecast deficits for health boards from the prior fiscal year. This proved
problematic for HCCSJ “because of unexpected funding shortfalls not know
prior to year-end and reduced service levels associated with the site closures,
labour disputes and recruitment difficulties’. (As stated in a communication to
the consultants on March 4, 2002.)
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Management indicated that
“there are minimal
opportunities for decreasing
costs in this
organization...the only
opportunities now would be
to reduce services.”
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The Minigter dso introduced the concept of a Letter of Shared
Understanding, which outlined a number of expectations of the
Department and of the board of the HCCSJ.

The Department once again asked HCCSJ to resubmit its budget
and any “action required by [the hospital] to live within its 2001-02
budget alocation.”* Recast budgets were to be submitted by May
15, 2001.

Hospitd management identified measures that could be
implemented in order to eiminate the $8.5 million budget deficit.
Management indicated that because “there are minimd
opportunities for decreasng costs in this organizetion...the only
opportunities now would be to reduce services”*! The initiatives
identified by management were presented as reductions in the
volume of service to be provided by the corporation and included
reductions in “operating room times, inpatient beds, diagnostic
outpatient services, outpatient Menta Hedth services, cardiac
surgeries, sarvicesin the Child Hedlth Program and closing the Bell
Idand fadility.”*? These initiatives were rgected by the Finance &
Audit Committee and the committee noted that it had “grave
concerns about the impact of these measures...and is not prepared
to support them.” It was noted that “these measures are
completely contrary to the Board's postion,” which is to avoid
reducing dinica services® The board was also concerned that by
submitting these measures, the Department may believe tha the
board endorsed them.>

Despite being regected by the board, the CEO of HCCSJ
responded to a request from the Deputy Minister to identify actions
that would provide for a balanced budget for 2001/02, the CEO of
HCCSJ by submitting these potentid service reductions to the
Department on May 17, 2001 “with concern and reservation.”*

%0 Letter from Robert Thompson, Deputy Minister, to George Tilley, CEO, dated
April 19, 2001.

31 Audit and Finance Committee. Minutes of Special Meeting held May 16, 2001.

%2 pid.

% ibid.

% ibid.

% Letter from George Tilley, CEO, to Robert Thompson, Deputy Minister, dated
May 17, 2001
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The Minister told Board of
HCCS/J that “We expect the
Board to implement best
practices and evidence-based
measures to manage within
the increased budget
envelope”

The Minister was
“disappointed that the board
did not bring forward
measures to achieve a
balanced budget position”
for 2001/2002
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The Department’s review of the hospitd’s plan concluded that
“saverd of the initigives outline in your organization's recast
budget to mitigate the projected $8.8 million deficit are reasonable
and will not impact on the qudity of care you provide to your
patients.”*® The Minister concluded that the recast budget reflected
considerable work by the corporation, but that “some work ill
remains to achieve’ the god of a bdanced budget. And she went
on to sressthat “A balanced budget is essentiad in the current fiscal
year as no additiond funding is avalable. We expect the Board to
implement best practices and evidence-based measures to manage
within the increased budget envelope.” ¥ The Board was further
advised that the Department “cannot support measures that result
in a reduction in access and qudity, as these are inconsstent with
[the Province 5] budget strategy and with Government’s desire to
dabilize the system...”®

In September of 2001, the Department instructed al of the hospital
boards to “initiate did ogue with the province s public sector unions
to identify cost-savings initiatives to reach baanced budgets.”*
The HCCSJ undertook a consultation process with the four
employee groups (NAPE Support, NAPE Lab & X-Ray, AAHP
and NLNU) with the objective of identifying cost reduction
initiatives.  There is evidence that these consultations were
productive.”® The Department of Hedth and Community Services
acknowledged the success of the process and “encourage [d]
[HCCS]J to continue this open didogue.”* Despite this indusive
goproach to devdoping the budget, the Miniser was
“disappointed that the board did not bring forward measures to
achieve a balanced budget position” for 2001/2002.* Through
this extensdve and extended process of review the hospitd was

% L etter from Robert Thompson, Deputy Minister to George Tilley, CEO, dated
June 20, 2001.

37 Letter from Julie Bettney, Minister, to Edwin Stratton, Board Chair, dated June
27, 2001.

® bid.

% Department of Health and Community Services. Health minister announces

deficit-reduction measures. News Release. October 30, 2001.

4 | etter from Ed Stratton, Chair, to Hon. Julie Bettney, Minister, dated 16
October 2001.

4 Letter from Hon. Julie Bettney, Minister, to Ed Stratton, Chair dated 29
October 2001.

2 pid.
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HCCSJ Board was
convinced that there were no
additional savings that
would not reduce service
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able to find reductions in costs that would not reduce the hospitd’'s
sarvice volume of approximately $6.4 millior™ or less than 2% of
its operating budget.

Despite the explicit direction of the Minigter, the hospitd was
unable or unwilling to reduce its cogts further. The Board,
however, was convinced that there were no additional savings
avalable to it that would not involve unacceptable (to the
corporation and the Minister) reductions in service volume™®. The
hospitd’s inability to submit a baanced budget led to the
government’s decision to undertake this operationa review.®

Monitoring Financial Health

The HCCSJ has a system in place to track and explain variances
from budgeted revenues and expenditures.®® These reports are
provided regularly to the Board and contain:

Revenues
—  Outpatient
— Inpatient
— Other Income
Expenditures
— Adminigrative and Support
— Clinica Programs
— Therapeutic Services
— Educationd Services
— Other
For each area of responghility in each category, the month-to-date

(MTD) and year-to-date (YTD) actud variances from budget
(broken into compensation and supplies) are provided. Narrative

4 Derived from the difference between the original deficit projection of $13
million to the final deficit projection of $6.6 million.

4 1t should be noted that prior to the request from the Minister in 2001, the
corporation had achieved sgnificant efficiencies through the merger by reducing
management and consolidating operations into a smaller number of sites.

4 Letter from Hon. Julie Bettney, Minister, to Ed Stratton, Chair dated
November 2, 2001

4 Health Care Corporation of St. John's. Financial Analysis.
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comments are provided to explain the nature of the MTD and
YTD variance in each department. However, there are severa
opportunities to improve the hospitd’s gpproach to anayzing
variances from plans and budgets.

We fed that financid and performance reporting to the board
should help it to understand:

the causes of variances from plan,

the impact of the variances on the running rate of cogts for the
hospital and

the potential impact on year-end results

and should identify variances that might be corrected through
management initiatives. Thus variances from budgeted levels of
expenditure should be identified and measured as variances that
are caused by:

Variances from planned volumes/workload
Variances from planned unit cogts (of labour or materias)

Variances from planned levels of productivity

Making these andlyses available to the board would alow board
members to better exercise their respongbility for monitoring and
maintaining the financid hedth of the hospitd.

Thus we fed that the effectiveness of these reports could be
enhanced with the following changes:

The reports should present aforecast of year-end resultsand a
summary of changesin revenues and expenses that are forecast
to lead to any variances from the budgeted results. The year-

end projection helps to determine the need for and the urgency
of corrective action to ded with variances from plans and

budgets.

The narrative component of the report should be expanded
and enhanced to provide a discusson of opportunities for
corrective action to achieve the operating plan or budget
targets and an explanation of actions undertaken to correct for
negative \ariances. We further suggest that the Board should
request management to propose and undertake these mid-year
corrective actions to achieve budgeted levels of performance.

The report should present sedected volume datigtics for the
corporation as a whole (separations, patient days, etc.) and
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selected operating units and services (OR Cases, Emergency
Vidgts, MRI Exams, etc.), and variances from the plan.

The reports should dso include a set of corporate performance
indicators that present a comparison of the corporation to
benchmark levels of performance of other teaching hospitas.
Indicators could include nursng and tota paid hours per
patient day; total paid hours per adult weighted case; adult and
newborn average length of stay; adminidrative expenses as a
% of total operating expenses, etc. Also, performance on these
indicators should be contrasted with budgeted levels of
peformance. The reports should provide explanations of
variance and planned corrective actions for these productivity
measures as well as for financid measures

It should be noted, however, that the organization has established a
srong structural foundation to support variance analyss. It has
embedded variance analyssinto its management processes. It now
needs to take advantage of its successes to better control costs in
relation to plans.

It is recommended that:

(6) The CFO should ensure that all analysis of variance
includes consideration of the implications of the
variance for year-end departmental, program and
hospital results.

@) The CFO should further expand and enhance
financial and statistical reporting to the Board to
include more comprehensive analyses of variances
from plan that provide not only the cause of the
variance but also potential corrective actions.

8 The CFO should further expand and enhance
statistical performance reporting to the board to
provide comparisons with similar hospitals in Canada.

Monitoring Effectiveness of Management

The board of a hospita bears overdl respongbility for the
effectiveness of the hospitd in fulfilling its misson. It is, however,
dependent on management to provide it with sufficient information
to fulfill this respongbility. We fed that reporting structures and
mechanisms established by HCCSJ do not dlow the Board to
effectively monitor the effectiveness of management.
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Ensuring & Monitoring
Quality of Services
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The board receives regular reports from the Chair and CEO. Each
report provides an update of current issues facing the corporation.
The board aso recelves a report from each of the standing
committees. These committees such as the Finance and Audit
Committee and the Qudity Initigtives Committee are actively
engaged in monitoring operationad and management issues facing
the organization.

As we have discussed, the Board is not setting annual objectives
(other than budget targets) againg which the effectiveness of
management can be evaluated. Although its strategic directions do
communicate to management the Board's desires regarding the
focus for management activity, management has not established a
framework for formdly and systematicaly reporting on its actions
in relation to these directions. The Board is not receiving
systemdtic reporting of the hospitals overal performance related to
its

Respons veness to community needs

Qudlity of care

Efficiency of care

Organizationd dimate

that would dlow it to track the hospita’smanagement’s
performance or success in achieving the related corporate
objectives.

These measures would be further enhanced by the addition of
externd benchmarking comparisons to the measurements of
hospitd performance.

It is recommended that:

)] The Corporate Team should develop a system for
regular reporting to the Board of organizational
performance in relation to the board’s objectives for
the hospital.

A fundamentd responsbility of governance is ensuring and
monitoring the quality of services and continuing improvement of
quality in al aspects of hospitd operations. The Qudity Initiatives
committee has a process for the board © monitor the quaity of
hospita services:

Receives and considers a monthly reports on the quality of
care in various departments/areas of responsibility;
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Receives reports from the Director on patient compliments and
concerns

Recelves periodic reports on selected other indicators of
quality of hospitd services (eg. waiting time for CT and MR,
etc.)

Receives annud reports on HCCSJ qudity by externd
agencies such as Hay Benchmaking Comparisons and
Maclean’s reports on hedlth services.

The Qudity Initiatives Committee is dso informed of investigations
and corrective action by management to address issues of quality
reveded through the existing measurement tools. The committee is
aso monitoring the success of management initiatives to improve
qudity.

The Board was do actively involved in the Canadian Council on
Hedth Services Accreditation review of the hospitd. It has
reviewed the findings and is monitoring the corrective actions
initiated by the hospital in response to the Accreditation Report.

As with dl processes there are opportunities for the board to
better understand the qudity of care and services being provided

by the hospitdl.

The Committee does not receive a sandard set of qudity
indicators, preferring instead to receive periodic reports from
vaious depatmentdareas of responshility. Development of
qudity indicators that are reported to the committee on a
regular (i.e. quarterly) bass would dlow the Board to be
comforted that the hospitd is achieving and maintaining an
acceptable level of performance or to dert the committee to
aress that require particular atention and corrective action by
management or the medicd saff

The depatmenta reports provided to the committee are
periodic in nature and there are no mechaniams in place to
monitor performance over time or report on what has changed
since the previous review.

The committee does not receve comparisons of the
peformance of HCCSJ with other like academic hedth
science centres from across Canada.  The development of
standardized qudlity of care indicators should incorporate the
ability to compare HCCSJ with the peformance of
comparable hospitds across Canada. This will make the
information provided to the Board much more usgful in
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understanding the need for and/or opportunities to improve the
quality of care and service being provided by the hospitd.

The hospita might also consder developing or obtaining quality
measurement tools for other key areas of hospital performance
such as digtary, housekeeping, imaging, laboratories and
providing summaries of these measurements to the Quadlity
Committee.

Quality Monitoring Quadlity of care aa HCCSJ is dso monitored through the Medica
Through the MAC Advisory Committee. One of the functions of the Medicd
Advisory Committee is to “advise the Board on the qudlity of
medica care,” at the hospital.*” At its monthly mestings, the MAC
receives reports from each of the clinica chiefs. These reports vary
in the level of detail and data provided; there are no standardized
measures or indicators that are reported to the MAC. This
reporting could include indicators of the quality of medica/hospitd
care including ALOS, Mortdity Rate, Complication Rate and
Unplanned Re-admissons for each Divison of each Medicd
Department of the Hospitdl

The MAC provides a summary of these reports to the Board. For
the board to be better able to understand the quality of care at the
hospitd, the MAC should more formally report these results to the
Qudity Initiatives Committee. Also, these qudity measures would
be further enhanced and more meaningful to the Board if they were
contrasted with the performance of other like hospitds across
Canada

The MAC should aso develop a protocol for reporting the findings
of its Infection Monitoring Program to the Quality Committee of
the Board.

It is recommended that:

(10) The Medical Advisory Committee should develop a
standardized set of quality indicators to be reported
to the board.

(11)  The Medical Advisory Committee should develop a
protocol for reporting the findings of its Infection
Monitoring Program to the board.

4" Health Care Corporation of St. John's. Medical Staff By-Laws Section M8:13.
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It was reported that the Board selects the CEO in collaboration
with government. The sdection Committee for the current CEO
included 3 from members from the HCCSJ Board and 3 members
from Government. The Treasury Board reviews and approves the
gppointment. The CEO has an employment contract with the
Board. Given this process, the CEO is as much an appointee of
the Government as of the Board of the corporaion. Given the
importance of the CEO to the success of the Board in fulfilling its
responghilities; it might be better if this agppointment was more fully
the responghility of the board, raher than an equivdent
respongbility of the Department and the corporation.

Formdly, the Board interacts with the organization through its
CEO. The annud process of setting and communicating the
objectives for the CEO is critical in setting the direction for the
entire organization. The review of the CEOs performance in
relation both to these objectives and to the responsibilities of the
position is a critica tool for reinforcing the importance of both the
objectives and dso the vaues and desred culture of the
organization.

The annud objectives for the CEO should include, as their
fundamental component, the annua objectives for the corporation.
As has been discussed, the corporation does not set annua
objectives for the organization and as a result there are no
objectives set for the CEO on an annud basis.

Instead the Board has communicated to the new CEO that he will
be evauated on progress toward achieving the corporate strategic
directions and in relation to the performance of his responghilities.
A peformance evauation commititee of the board has been
established to conduct and communicate the findings of this review.

It is recommended that:

(12) The Chairperson of the Board should ensure that the
corporation’s annual objectives form the core of the
annual performance objectives for the CEO.
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2.3 Management Structures & Processes

It is generdly accepted in the hospita industry that management is
“respongble for the effective and efficient operation of the hospital
in accordance with the direction set by the board”.* Management
of ahospitd is expected to fulfill its respongihility by:

Providing leadership to the hospita community

Deveoping and implementing drategies for achieving the
hospitd’s objectives

Creating organizationd structures and processes
Directing and overseeing the delivery of hospital services
Improving efficiency of hospital services

Improving effectiveness and qudity of hospitd services and
care

Recruiting and developing staff
Reporting to Board on the effectiveness of the hospital

The organizationd hedth and effectiveness of a hospitd is
dependent on the successful execution of these respongihilities.

In this section we evduate the management sructures and
processes of the Hedth Care Corporation of . John’s in relation
to these expectations of the management of a hospital.

Senior management at the Hedlth Care Corporation of &. John'sis
chalenged by the need to operate acute, rehabilitation and chronic
hospital care and support services on five Stes while integrating
programs and services across the stes. The hospital has chosen a
mixed approach to the management of programs, Stes and
corporate services. It has a smal number of corporate officers
overseeing a senior management team made up of program and
functiona centre directors. Clinicd services are managed using a
program management model. Support and adminigrative services
ae organized more traditiondly using functiond centre
management. Management of both programs and services span the
five fadlities. There is no management Structure assigned to or

8 From “Into the 21° Century: Ontario’s Public Hospitals, Report of the Steering
Committee, Public Hospitals Act Review.” Ontario Ministry of Health,
February, 1992.
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respongble for each or any of the facilities. However, each of the
corporate officers is located and has oversght responshbility for
one of the 5 Sites.

This structure has dlowed the corporation to sgnificantly reduce
the number of management positions from the number used by the
legecy organizations. As will be discussed later in this report, we
fed that there may be opportunities to take advantage of the
program management structure to further reduce the number and
cost of management in the corporation.

The senior management of the hospital includes the CEO and five
Vice Presdents organized into the Corporate Team. This is an
appropriate number of participants that alows for discusson and
congensus building.

Corporate Team meets weekly, on Tuesday mornings, for
gpproximatdy four hours. These meetings are long, with discusson
on a wide variety of operationa issues related to clinicd and
support services. It appears that issues continue to be brought to
the Corporate Team for discusson, until a resolution is reached.
The decison making process is based on consensus among
Corporate Team members.

Corporate Team discussons are wide-ranging, as it condders
issues such as site redevel opment, labour strife and back-upsin the
Emergency Depatment. However, Corporate Team has
occasondly found itsdf discussng redively trivid issues such as
golen vacuum deaners™ and the assignment of |ap-top computers
to individual staff members® Consideration of these issues reduces
the effectiveness of the Corporate Team and might better be
addressed within  departments, or in consultation with the
appropriate Vice Presidents.

4 Health Care Corporation of St. John’s. Corporate Team Minutes, September
11, 2000.

% Health Care Corporation of St. John's. Corporate Team Minutes, November 28,

2000.
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Meseting minutes suggest that Corporate Team has spent little time
discussng monthly operating results, variance reports, or the
development of the operating budgets Meeting minutes dso
suggest that the Corporate Team does not receive regular reports
of clinicd activity or operationd activity. Higtoricaly, management
hes dlowed the Finance & Audit Committee of the Board to
assume respongbility for monitoring, investigating and to some
extent, directing operationa and financid performance of the
hospitd. With new management, the corporate team
appropriately, has begun to assume respongbility for monitoring,
investigating and directing operating and financia performance of
the hospita and then reporting to these initiatives to the Board.

This behaviour should be continued and reinforced. The Board
should monitor performance; management should be responsible
for directing operations to ensure performance that achieves the
board’ s objectives.

As has been discussed planning is a critical component of hospital
governance and management. In keeping with the need to
diginguish between governance and management, organizational
objectives and long-range goals for programs and services should
be consdered primarily a respongbility of governance, strategies
and operationd plans for achieving these objectives and gods
should be considered primarily a responsibility of management.

Management should participate in and provide support for the
Board' sinitiatives to:
Edtablish the objectives for the hospitd (Vison, Misson and
Core Vaues)

Sdect the hedth needs of the composite community that might
be appropriately served by the hospitd (Role Statement)

Determine the programs and services to be offered by the
hospital in response to the health needs of the population and in
order to achieve the hospital’ s objectives. (Long-Range Plan)

However, management should be responsble for developing a
drategic plan that identifies the initiatives that will be employed to
implement the enhancements, expanson and/or rationdization of
programs and services suggested by the long-range plan thereby
achieving the Vidon and fulfilling the Misson of the hospitd. It is
aso responsible for trandating the objectives, plans and drategies
into an operationd plan that will specify the activities to be initiated
in the each fiscdl year.
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As discussed earlier, the corporation published its Strategic Planin
May 2001. Although the plan identifies specific gods, objectives,
target dates and follow-up responghility, it does not identify a
process to monitor the progress of implementation or provide
feedback to the board with respect to the achievement or non
achievement of the Plan.

The plan does not define the desired future role for the corporation
in responding to the needs of its communities nor does it contain
long-range gods and objectives. Planning only extends to early
2003, making the document Smilar to an operationd planning
document, rather than a long-range strategic plan. The hospital has
not as yet developed a long-range drategic plan to guide its future
growth and development.

Operationa planning and budgeting are the annud management
processes through which a hospital implements its long-range plans
and fulfillsits misson. Typicaly these processes will include stting:

Annua objectives for the organization

Pans for the deveopment, enhancement, maintenance,
contraction or elimination of programs and/or services

Performance expectations related to the volume, productivity,
cost and quality of services provided by each program and by
each thergpeutic, diagnogtic, support and adminigtrative service
department.

Targeted expenditure levels for each dement of the program

Edtimates of revenues

A hospital needs the operating plan and related budget to describe
and quantify its annual objectives and its planned program, service
and fiscd initidives.
We fed tha an effective operationd planning and budgeting
process should be based on:

Egtimates of patient volume

Targetsfor Clinicd Efficency

— % Ambulatory

- ALOS

Targets for Content of Care

— Functional Centre Workload per Separation/Ambulatory
Procedure
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Targets for Operating Efficiency

— Departmenta Productivity

— Unit Cost Estimates for Labour

— Targetsfor Materid and Supplies Productivity

The plan and budget should be reviewed and approved by the
board, and thus is one of the most effective vehicles for ensuring
accountability of hospital management and staff to the board, and
the communities served by the hospitad.

The current Senior Management of HCCSJ is committed to
effective financid management processes, and has made progress
in strengthening these processes. It goes without saying that the
organization has faced tremendous chalenges over the past five
years sarting with the merger and including site closings, the capita
redevelopment, and restructuring of hospitd operations.  The
current operationa planning and budgeting processis as follows:

In October the Department of Heath and Community Service
iSsues a request to hospitals to prepare a financid forecast for
the next fiscd year.

In response to this request:

management requests each operating area to prepare their
forecast and these are consolidated and submitted to the
Department of Health and Community Services

management then develops a 3 year forecast based on
expected changes in medica dtaff appointments, volumes, and
expenses

the operating areas commence preparation of detailed cost
centre budgets

cost centre budgets are presented to the Corporate team for
review and consolidation into a budget for the corporation

the consolidated budget is presented to the Finance and Audit
Committee for review

based on this review, the Finance & Audit Committee
recommends the revised budget to the Board of Trustees.

The operating planning and budgeting process used by the hospita
does not formaly include consderation of an operating plan for the
hospitd that provides an indication of objectives for the
organization for the coming year and or planned mgor initiatives.
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The operating planning and budgeting process used by the hospitd
aso does not formally include condderation of anticipated volume
or productivity targets in determining required or budgeted hours
for the hospita as a whole, for the hospitals programs or its patient
care, thergpeutic, diagnostic or support service departments. Nor
does it appear that the budget development process used by the
hospitad formally consders the productivity that will result from the
hours that are being budgeted.

The process starts with supply targets for positions rather than with
estimates of patient volume and expectations for content of care
and productivity. Our experience suggests that developing a
budget with supply targets for staff hours rather than with estimates
of paient volume and expectations for content of care and
productivity leads departments to focus on continuing the past
rather than on how they can become more productive in the future.
They do not focus on reducing the number of hours or cods
required to provide services to the same volume of patients.
Departments will assume that they will be expected to provide the
prior years volume and content of care and that they will be
alowed to operate at the prior year's staffing levels or higher. It
will not focus departmenta efforts on continualy improving the
approach to sarvice ddivery to improve productivity and/or

qudlity.

However, the process a HCCSJ is an inclusive process that
involves dinicd and adminidrative leadership and the budget is
built upon the input from the leedership team.

We fed that the operationad planning and budgeting processes
could be strengthened through:

informing the operationd planning and budgeting process with
parameters that minimaly specify:

— organizationd objectives for year

— assumptions regarding petient volume

— commitmentsto new program and sarviceinitiaives
— effidency targets

performance based budgets,

team-based budget reviews. each operating area should
present its budget to the rest of the leadership team to ensure
implications are understood and addressed, and to broaden
ownership of the combined budget,
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a broader investigation of the assumptions and risks in the
budget, and a sengtivity analyss presenting scenarios if the
assumptions do not hold

sarting the process sooner
It is recommended that:

(13) The CFO should initiate the budget process by
communicating the corporations operational planning
and budgeting parameters.

(14) The Vice Presidents should ensure that each
operating area develops its plan and budget by
translating  corporate planning and  budget
parameters into functional centre parameters
defining expected service content, workload,
productivity targets, overhead staffing requirements
and materials productivity targets.

(15) The CFO should ensure that corporate review and
evaluation of budgets includes review of changes
from prior years and performance against targets.

(16) The CEO should ensure that finalization of the
budget includes review of each operating areas plans
and budgets by the rest of the leadership team.

(17) The CFO should ensure that the budget package
presented to the Board includes assumptions and
risks, and sensitivity analyses related to critical
planning/budgeting assumptions.

The principd focus of the hospitd’s fiscd planing and
management seems to have been looking for externd solutions to
its fiscd problem through increases in government funding.
Although there has been attention to changing care and service
delivery processes there has been less atention to improving
efficiency to mitigate the impact of increasing costs of labour and
supplies to dlow the hospitd to maintain patient volume while
containing or reducing operating costs.

The hospitd’s fiscd focus seems to have been on increasing its
funding from the Department of Hedth and Community Services.
The rationde for this focus has been that the hospita feds that its
funding is sgnificantly less than what is required, given its unique
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mandate to provide tertiary services to the resdents of
Newfoundland.

Assuming tha the Department of Hedth and Community Services
would eventudly confirm the Corporation’'s assumptions and
decisons with respect to the adequacy of its operating funds,
HCCSJ has proceeded to spend on hospital operations in excess
of the funding provided or committed by the Department. The
hospital has dlowed itsfiscd pogtion to dramaticaly deteriorate. It
is now forecasting a working funds deficit of gpproximatey $35
million by the end of fisca year 2001/02.

It is recommended that:

(18) The Health Care Corporation of St. John’s should
develop and implement plans to provide hospital
services within the revenues committed to it from the
Department of Health and Community Services and
available to it from other sources.

The primary focus of management of a hospitd is providing for and
ensuring the effective and efficient provison of patient care.
Contralling expenditures suggests that management needs to st in
place processes for managing hospita efficiency. These processes
should include:

Cost Management: Controlling the cost of each unit of |abour
and materid used by each depatment of the hospita in
providing its services or producing its products.

Productivity Management: Measuring, monitoring and
controlling the number of units of labour and maerids
employed in producing departmenta services

Utilization Management: Measuring, monitoring and
controlling the resources used in each episode of patient care
(induding length of gay in hospitd)

Admission Management: Ensuring the gppropriateness of
each episode of patient care

Volume Management: Measuring, monitoring and controlling
the number of episodes of patient care.

Management of a hospital uses these processes to manage the
overdl content and cost of hospita operaions. To be effective in
the execution of its responghilities, management needs to be able
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to influence and ultimately manage dl agpects of the clinicd and
non-clinica activities of a hospital.

Through its management structure and management processes, the
management of the Health Care Corporation of St. John's has and
is edtablishing dructures and processes that will dlow it to
effectivdly and aggressvely manage hospital costs. However, as
has been discussed previoudy, aggressively managing and reducing
cogts has not been afocus of the managers of the hospital.

In refining its gpproach to variance anaysss, it will be important for
the hospital to remember that the most important aspect of
variance andyss is not the determination of the cause of the
variance, but rather the determination whether it is a controllable
variance. If the variance is controllable then corrective action
should be initisted; if it is an uncontrollable variance, then re-
budgeting should be consdeed to reflect  the
uncontrollable/unplanned event. Corrective actions should be taken
in response to ggnificant departmental variances. When these
actions will impact on departments outside the program portfolio,
the proposed plan of action should be reviewed with the
Corporate Team prior to implementation. Corrective actions with
ggnificant implications for the hospital and/or re-budgeting with
sgnificant implications for year-end results should be reviewed with
the Finance and Audit Committee of the Board.

A key reason for monitoring the variance reports is to determine
the potentid impact on ongoing performance (the ‘running rae)
and year-end results. If the current month variance is the beginning
of anegative trend then it should be identified early and addressed
before it has a negative impact on year-end (and future years')
results. If the year-to-date peformance is an eroson of
performance than it should be addressed so that performance can
be restored to targeted levels. The focus needs to be on
determining whether performance can be restored to targeted
levels. This will require reporting and andyss of both current
month and year-to- date performance.

While it is ussful to examine variances by program, more detailed
data (i.e, variance by functiond centre) would aso be useful.
Functiond centre data would help to direct the focus of
management’ s efforts to implement corrective actions.

The variance reports need to focus on materidity. Since these
reports are being prepared for the hospital’s Vice Presidents (and
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members of the Board of Trustees), they need to be able to focus
their efforts where there will be the largest impact. It might be
ussful if summary reports provided a sorting of functiona centre
results from the largest the smdlest variances from plans and
budgets. The Vice Presdents could then work with ther
Departmenta Managers with larger variances to determine whether
the current and/or year-to-date variances will impact on the year-
end result and determine whether there is a feasble corrective
action.

Also, the summary gatus report should identify any common
themes across the departments that might suggest a problem that
pervades the program area and that might require corporate rather
than sectord initiatives to resolve.

It is recommended that:

(19) The CFO should improve the content of the variance
reporting provided to the Corporate Team

(20) The CEO and Corporate Team should make cost
management and productivity improvement a priority
of management and staff throughout the organization.

There mugt be a bdance in management reporting. Too little
information and too much information should both be avoided.
Management information should focus on the “criticad success
factors’ of an organization. For any organization, the critical
success factors are the limited number of aess in which
satisfactory results mugt be achieved in order to ensure the
successful performance of the organization. These are the few key
areas where “things must go right” for the organization to flourish.
If results in these few dgnificant areas are good, the organization
will be successful. If results in these few areas are not adequate,
the organization’s overal performance for this period will be less
than desired. The critical factors are areas of activity that should
recelve congtant, careful attention from management. The current
daius of peformance in each aea should be continuoudy
measured and made available to the appropriate managers.

The critical volume, productivity, cos, revenue and overdl
performance targets specified in an operationa plan/budget should
provide the foundeation for effective management reporting.
Management reports should provide managers with an indication of
departmental performance in relation to operating targets and
budgetsfor:
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Utilization (e.g., Laboratory Tests per Separation)
Volume (e.g., Laboratory Tests)
Workload (e.g., Laboratory Workload Units)

Productivity (e.g., workload units per variable worked hour —
per UPP worked hour)

Variable/lUPP worked hours

Overhead worked hours (Management and Operationa
Support hours)

7. Benefit hours

8. Totd pad hours

9. Total Labour Costs
10. Tota Supplies Costs
11. Totd Operating Costs
12. Revenues

13. Qudity of service

A 0D P

o

Then, throughout the year, an effective management reporting
system will concentrate on:

comparing actual resultsto targets, and

providing this information in a timely and accurate manner to
support operating decisons.

S0 that managers are able to understand and explain sgnificant
variances and develop plans for corrective actions to achieve the
budgeted levels of performance.™

Departments receive monthly operating statements and |abour
digtribution reports. These provide current month budget, actud,
and variance dong with YTD budget, YTD actud and variance.
But the focus of these reports is spending, not workload,
productivity or quality. Also there are no comparisons to the prior
year's peformance. The hospita should provide each program
and each functiond centre with higher leved summaries of
performance in relation to critical operating and budget targets
suggested previoudy. These can then be the basis for more
effective variance andys's throughout the hospitd.

51 Alternatively, if the causes of variance are outside the control of the hospital,
consideration might be given to formally changing the performance targets.
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The current systems and information to support menagement have
some fundamentd deficiencies:

Integrity of the data has been dghted as a key issue with
examples of inconggency in datisicad and utilization data
depending on the source

Avallability of the data is another key issue due to the lack of a
dandardized set of Satistica and utilization reports resulting in
the use of ad hoc reports and the concern that the information
IS not presented consgtently or in a format that facilitates use

by managers

Incompleteness of the data is another key ssue due to the
inability to link financid, datidtica, utilization and workload
data

The hospitd’ s systems currently cannot match salary with norr
saday expenses and cannot link to datigticd, utilization, and
workload data

However, management has recognized the need to improve the
quality of management information at HCCSJ. It has developed an
information management drategy to fiscd 2003 and has achieved
the following milestones in addressng some of the identified
deficits
harmonization of the Meditech information sysem across dl
gtes
harmonization of the unique patient identifier across al Stes
initiation of a process to establish the statistical generd ledger

commitment to HRIS

Thereisaclear direction and plan to further improve the usefulness
of management information with a focus on improving data qudlity.
However, management information is only pat of the issue
Andytica support to al levels of management, epecialy program
management, will be criticd to the hospitdl’s success in effectively
managing dinicd utilization and improving dinica and operationa
efficiency and thus managing the corporation’s operating coss.

HCCSJ should increase the leve of anayticad support available to
managers through the creation of a decison support function that:

interprets and anadlyzes hedth information and provides
standard and adhoc reports that integrate clinical and statistical
data
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conducts inter-hospital comparisons of dlinicd and operationd
efficiency, content of care and cost per case

conducts benchmarking of clinical and operationa processesto
improve quality and efficiency of hospital care and service

ensures data quality and corporate cons stency

collects, integrates, and organizes data into a data warehouse
It is recommended that:

(21) The CFO should establish a data quality task force
chaired by the Director of Finance and Budgeting to
develop a strategy to improve data integrity.

(22) The CFO should establish a management information
task force to define the information requirements of
managers and the key performance indicators that
should be wused to monitor organizational
performance.

(23) The Director of Finance and Budgeting should
compile an inventory of all statistics by source that
are reported internally and externally, and clearly
establish the authoritative source of each statistic

(24) The CFO should increase the level of analytical
support through the creation of a decision support
function

24  Human Resources Management

There are three mgor areas of human resources management at
HCCSJ that require attention: Attendance Management,
Performance Management and Labour Relations. These have
been identified by the corporation and have been the subject of
recent studies by Hewitt Associates who have recently completed
an Operationd Review of Human Resources” at HCCSJ and
Morneau Sobeco who conducted a Sick Leave Study® in 2001.
To ensure completeness of this report, we address Smilar issuesto
the findings of these sudies. It should be noted that these issues
are being addressed by the corporation and the structura
prerequisites for effective action have been or are being put into

%2 Hewitt Associates HR Operational Review Status Report , November 2001
%8 Morneau Sobeco Sick Leave Study, October 2001
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place. Wha is now required is effective and sudtained
implementation of these improved human resources management
Processes.

The Human Resources leadership team acknowledges that there is
sgnificant opportunity and need to reduce the amount employee
absence due to illness and/or accident. Senior management has
identified improvement in this area as a Strategic imperative™. Sick
time usage at HCCSJ exceeds that of any other mgor academic
hedth science centre in Canada.  The exhibit following shows paid
sick time as a percentage of total worked hours for each of the
comparator hospitals used in this review.

Exhibit 2.2
Sick Time Percentage of Total Worked Hours

Capital H.R. (Edmtn)

|3. %

Calgary H.R.

|3.63”/c

The Ottawa Hospital

| 3.Bo%

SWCHSC

|3ABE°/c

| 4.409

Winnipeg HSC

St. Boniface

| 4.45%

McGill UHC

|3.'6%

London HSC

|4.279%

Kingston GH

| £.900%

Hamilton HS

4.6246

0.00%

1.00% 2.00% 3.00% 4.00% 5.00% 6.00% 7.00% 8.00%

With more effective interventions, the corporation should be able
to reduce employee absences and generate significant cost savings.
The hospitd should develop and implement an Early Intervention
Management Program to reduce employee absenteeism. The
critica features of such a program include:

High leve support from the C.E.O. and al members of the
senior management team.

It should be noted, although sick time usage at HCCSJ is extremely high in
relation to other Canadian hospitals, HCCSJ has the lowest lost time experience
of all the Health Boards in Newfoundland and L abrador.
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Collaboration anong Human Resources, Occupational Hedlth
and Unions.

Clearly written guidelines communicated to al employees,
supported by education for al employees and managers.

Conggent gpplication of the program for dl employees, full
and part time,

Conggtent gpplication of the program for al absences due to
illness, accident or persond issues. These include short and
long term, compensable and non-compensable absences.

Regular monitoring and evauation of the outcomes of the
program.

The pending introduction of new provincid legidaion governing
absence due to work related illness and/or accident that will
require early intervention and return to work will provide
opportunity to implement a new culture to attendance managemen.
. John's has enjoyed some recent success with thelr management
of absence resulting from work-related illness and/or accident. A
consistent approach should be taken for al absences both work
and non-work related absences and should include the following
core eements:

Clear guiddines that define sck for both short and long term
absences

Tracking and analyss of employee absences at the employee,
program/department and hospital wide levels

Regular contact with and monitoring of the hedth dtatus of the
absent employee

A team gpproach to early intervention and return to work
involving the employee, union. manager, occupationd hedth
and human resources

Return to work programs that address the needs of individua
employees, their work areas giving consderation to safety
issues and the impact on patient care and co-workers.

It should be noted that these suggestions with respect to
attendance management and proposed changes to the collective
agreement provisons governing sick leave are consstent with the
findings of the Morneau Sorbeco Sick Leave study commissioned
by HCCSJin the Fal of 2001.

It is recommended that
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(25) The Vice President, Human Resources should
develop and implement an Early Intervention
Management program to reduce employee absence
due to illness and/or accident.

The recent Human Resources operationd review (and confirmed
by our investigation of management processes a HCCSJ) found
deficienciesin performance management and eval uation processes.

Accountability is supported and enhanced through performance
management. Given the changes in management and the number of
new managers, performance management is essentid to
communicate the organization’ s expectations of its managers and to
address their developmental needs. The corporaion needs to
ensure that it has an active performance management program for
itsmanagers. This program should include, at aminimum:

Accountability for the achievement of objectives which support
the Corporation’ s strategic direction.

Reinforcement of the Corporation’s core vaues as criticd in
guiding management team behaviours

Identification of the training and developmentad needs of
manager’s.

Clear articulaion of performance expectations and targets

Regular review of performance of each manager
It is recommended that

(26) The Vice President, Human Resources should
develop and implement a Performance Management
program for managers at HCCSJ.

Restructuring, taff layoffs and a continuous experience of difficult
labour disputes have resulted in a chalenging labour relations
environment a HCCSJ.  The levd of trust required for
management to work collaboratively with employees and ther
unions has been sgnificantly compromised. Of particular concern
are the costs of managing up to 600 new grievances each year and
the potentid liability associated with a backlog of some 2000
outstanding grievances.  This issue needs speedy resolution to
restore a collaborative, supportive working culture at HCCSJ.
Human resources should develop and implement aplan to:

Identify the potentid liability that could result from the backlog
of grievances.
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Actively pursue the resolution of these grievances through
negotiation and/or arbitration as provided for by the collective
agreement.

Ensure that future grievances are addressed in atimely manner
repecting the grievance resolution process and time limits
provided for by the collective agreement.

It is recommended that:

(27) The Vice President, Human Resources should
resolve outstanding grievances and develop a
process to expeditiously deal with grievances.

It is recognized that the &t. John’'s Hedlth Care Corporation is but
one participant in the provincid bargaining process and is therefore
unable, on its own, to negotiate changes to the provincid
agreements. There are, however, three areas where leadership is
required in advancing change that could result in sgnificant cost
savings for the organization.

Over time for nurses is caculated in 30-minute intervals at 1.5
times thalr rate of pay. Nurses working beyond their daily hours of
work are therefore entitled to a minimum payment for 45 minutes,
regardless of the actua time worked. Nurses have a professiona

respongibility for communicating the status of their patients to their
pears a the change of shift. The fulfillment of this professond
respongbility should not result in an automatic payment of 45
minutes. An overtime grace period not exceeding 15 minutes at
shift exchange should be considered for the purpose of providing
report and fulfilling this professond respongbility of nurses
working at HCCSJ.

The collective agreement provisons that provide for the
accumulation of a "bank” of sick days are contributing to a culture
of entitlement to days off as opposed to the intended purpose of
providing income protection for employees experiencing legitimate
illness. And yet, the agreement does not provide any income
protection for employees who experience a non-work related long
term illness or disability. Additiondly, the voluntary nature of
employee participation in early return to work programs is not in
ether the employer’ s or the employee sinterest.

The collective agreement aso provides for persond paid leave in
addition to pad leave for vacation, holidays and illness. We
understand that employees are taking on average 2 of the 3 days of
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pad persond leave avalable to them subject to the qudifying
criteria. Paid persond leave does not exis in most other
jurisdictions. The high rate of utilization of this entitlement is further
exacerbating the hospita’ s high replacement cods.

The current provisons of the collective agreement both inhibit the
ability of employer to legitimately manage employee absence and
do not meet the income protection needs of employees.

It is recommended that:

(28) The Vice President, Human Resources should play a
leadership role in advancing through the provincial
bargaining process changes to the collective
agreement provisions governing over time for nurses
and sick leave and personal paid leave provisions for
all union employees.

2.5 Medical Staff Involvement in Management

The Corporate Team includes one physician, the Vice President of
Medica Services. The program management structure provides an
opportunity for involvement of the medica gaff in the management
of hospital operations and in management decisons regarding the
use of hospital resources. Additiondly, the MAC is available to
dlow the medica staff to exercise direction and control over the
quality of medicd care a the hospita. Unfortunately, neither of
these two structures is as effective in ther respective roles as is
needed by the hospita.

Overdl, the rdaions between medical staff and management and
board are apparently quite good. The prevailing opinion among
the medica saff seems to be that senior management and board
are doing the best they can (and that it is the government that are
creating the problems due to lack of adequate funding).

The relations between the medicd daff, adminigration, and the
universty/medical  school are remarkably good.  There is
widespread recognition of the critical importance of the medica
schoal in helping to provide the tertiary services for the province
through recruiting and attracting appropriate personnel. Thereis no
question that most d the tertiary services in the province would
collapse in the absence of the medicd school, with the resultant
serious access and cost problems for the population to obtain
gppropriate services. There is no dispute about the policy
concerning dl medica gaff having univergity gppointments. The
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functiond reationships are good and there is strong support and
trugt for the Dean.

All medicd daff recruitment is done jointly between the hospita
corporation and the university. There is a structured process for
impact assessment for new gppointments.  There is a sgnificant
problem about the lack of criticdl mass for many subspecidties,
which isinevitable in an organization of this Szein aprovince of this
gze

The physcians in adminidrative postions have varied experience
and expertise in their roles. There are some excdlent individuals
who understand wdl their role within the overal governance and
management sructure; whereas others, dthough wel intertioned,
lack sufficent training and experience to adequately understand
and/ior fulfill ther roles and regponghiliies. Some have
misinterpreted their role to be advocates for themsalves and their
colleagues. Comments like the following suggest that some of the
gppointmentsto clinica chiefs of service may need to be revisted:

“It is important for clinical chiefs to represent and work on
behaf of ther colleagues’.

“If clinicd chiefs are paid Sgnificantly they just become tools of
adminigtration.”

“1 do not want alarge stipend as that would mean my loydty is
to the hospitd, whereas | see my loydty being to my
colleagues.”
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It is recommended that:

(29) The Vice President Medical Services should ensure
that all appointees to a position of clinical chief
participate in a formal management training program
designed for physician leaders such as the PMI
courses.

(30) The Vice President Medical Services should ensure
that all clinical chiefs have a contract that includes a
job  description, accountabilities, expectations,
required time commitment and appropriate
remuneration.

The Medicd Advisory Committee is not effective in ensuring the
quality of medica care at the hospitd. It appearsto discuss issues
repetitively but hes difficulty coming to resolution and decison. The
MAC does not seem to have any forma mechanism for measuring,
monitoring or ensuring the qudity of medica care a the hospital.

As will be discussed later in this report, The MAC dso plays a
very passve role related to utilization managemen.

The MAC seems unwilling to ded with difficult and sengtive issues,
epecidly related to necessary discipline of medicd daff. The
medicd daff bylaws dearly place the responghility for initisting
disciplinary action with the dinicd chiefs through the MAC
(medicd saff bylaws June 29, 1999, page 8, section M3:22,
M3:23). A citicd example of this faling is the recent issue
regarding anaesthetists involvement in the pre-admisson dinic. In
summary, the Department of Anesthesa withdrew their services
from the pre-admission clinicin May 2001 as they conddered their
earnings from that source to be insufficient. (There has been an
ongoing dispute between anesthetists and the province on fees in
generad.) However, it is obvious that a modern hospital cannot
function effectively without a pre-admisson dinic (PAC) that
includes specidist  anesthetids. Withdrawd of services
compromises both the quaity of care a the hospital and its efficient
operation. There was and continues to be an important role for the
MAC in deding with medicd who have refused to fulfill their
responsbilities to the medica saff of the hospitd and to the
hospital as a whole.  Suspension or remova of privileges and
perhgps dismissa from the m