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Preface: Introducing the Issues

Introduction

The Third International Conference on Strategic Issues in Health Care Management took place in St Andrews in early April 1998. Delegates from over 20 countries heard almost 100 presentations on a diverse range of topics – from the big issues of national health systems reform, to the human problems of developing a patient-focused culture. The rain lashed down outside but nothing could dampen the enthusiasm of those tackling the perennial issues of managing quality and controlling costs in health services.

The result of those three days was not only new friends and expanding professional networks, but also two eclectic collections of papers on the twin themes of costs and quality. The papers in this volume, selected from over 80 original high quality submissions, reflect the upsurge of innovative work currently taking place on managing quality. Papers in a companion volume examine macro health care reform and micro methods of cost-effectiveness analysis (Controlling Costs: Strategic Issues in Health Care Management, Ashgate, 1999).

Scene Setting

The first two chapters in this collection examine the big picture. John Deffenbaugh goes back to first principles to ask whether health care is indeed a business and, if so, what are the implications of this for health care policy and management. To give away the answer to these intriguing questions at this point would be to spoil a skilfully woven story.

Moira Fischbacher and Arthur Francis then examine some of the design issues facing health services, identifying the importance of clear input from a range of different stakeholders. They draw attention to the highly politicized and contextualized nature of the design process, and make a number of particularly timely observations as (in the United Kingdom) Primary Care Groups and Primary Care Trusts struggle to define their form and function.

Quality in Health Care

It is fitting, after quality took centre stage in the latest UK health care reforms (Secretary of State for Health, 1998a, b), that the first section of this book examines this central topic. The key issues covered are what is quality? and how will we know when we’ve got it? Mike Walsh, Juan Baeza, Michael Calnan and Mike Hart all take varying looks at these questions. Walsh and Hart emphasize the importance of listening to those who know best (the patients), while Baeza and Calnan nicely expose the potential for conflict as clinicians on either side of the purchaser-provider divide differ in their views of what constitutes high quality care.

More important than knowing what quality is, is knowing how to improve it in everyday care settings. A series of three papers examines the role of various audits in improving quality. Gail Johnston and colleagues identify what gets in the way of effective clinical audit, and go on to suggest a range of managerial responses. Chris Southwick and colleagues provide some detailed advice on drawing-in to the audit process ‘difficult to get at’ health professionals (in this case, general dental practitioners who, because of their independent contractor status, fall outside of more formal networks aimed at improving quality). Sandra Nutley brings this section to a close by exploring the potential of audits of human resource management (HRM) to contribute to health care quality.

Using Performance Indicators

The second section of this book picks up the quality baton but in a decidedly quantitative fashion. As information technology (IT) grows more sophisticated, more powerful and more pervasive, a sea of data swirls around health services. The question is, can these data be turned into useful information? The 1980s and 1990s saw ever-increasing numbers of performance indicators used to compare across different parts of the service (at one point over 2,500 separate indictors were in use in the NHS (Ham and Woolley, 1996)), but many issues surrounding their effective use remain to be clarified.

Richard Wilson asks some searching questions about the use of Hospital Episode Statistics (HES) and suggests ways in which these might be made more meaningful. Dissatisfaction with the use of activity measures such as HES have in turn led to a growing interest in health outcomes as being more relevant to assessing health care. Steve Kendrick and colleagues from the Scottish Office chart the rise of the Clinical Resource and Audit Group (CRAG) publications on health outcomes which have led the way in the UK in placing such information into the public domain.

The next two papers take a different perspective in shedding light on performance indicators. Régis Blais and colleagues ask what features managers and clinicians want to see in indicators; whereas Anne Ludbrook and Colin Gordon take a broader look at the context within which managers have to respond to indicators, and discuss the dangers of too much focus on the measured to the neglect of the important.

The final two papers in the book explore the important issue of how indicators might be used to bring about beneficial change. Joanne Lally and Richard Thomson highlight the dilemma of trying to take an open and reflective approach to service quality using the same data that may be used to pass (sometimes less than flattering) judgments. Huw Davies and colleagues then extend this by showing the need for a balanced approach between checking on performance (through measurement and publication of indicators) and trusting that professionals will deliver high performance (driven by internal controls).

Concluding Remarks

Improving health care quality has come to the top of the agenda in many developed nations. These papers demonstrate that for all the activity in both practice and research over the past decade there is still much to be done. Managing quality remains a subtle activity with many pitfalls. However, we have learnt much: the terrain is now much more clearly mapped, some unproductive routes have been thoroughly explored and sign-posted, while other roads promise real progress. We hope that you enjoy these contributions, and we look forward to welcoming you to SIHCM 2000* (again in St Andrews) to assess progress on the quality agenda as we enter the next millennium.

Huw T.O. Davies, Manouche Tavakoli

Mo Malek, Aileen R. Neilson

Department of Management, University of St Andrews, Scotland






SECTION 1
 SCENE SETTING




1 Is Health Care a Business? An Analysis of Health Care, and its Consideration as a Business


JOHN L. DEFFENBAUGH

Frontline Management Consultants



Introduction

This question is now more pertinent than ever in the UK, as the public sector component of the health care industry moves from being structured as a competitive internal market to a format based on cooperation among organizations.

The National Health Service (NHS) was structured as an internal market beginning in 1989 (Secretaries of State, 1989b). This ‘reformed’ structure resulted in:



• separation of purchasers of health care from providers;


• establishment of new organizations such as NHS trusts and GP fundholders;


• an implicit, competitive management style to compete internally for contracts.



Resources for the Conservative reforms which drove the NHS remained limited, and the idea was that the competition among providers would ensure both enhanced cost effective care, and higher quality. However, shortly after these reforms began being implemented, government ministers began to downplay the business and competitive nature of the new structure. These changed views resulted from different managerial and ministerial priorities, and, in one case, the then Minister of State for Health, William Waldegrave, signalled that the language of business had influenced the NHS too much, and that ‘the NHS is not a business, it is a public service and a great one’ (Waldegrave, 1990).

This repositioning of the NHS by the Conservatives coincided with Labour’s continuing opposition to the internal market, resulting in the publication of its NHS proposals, which focused on moving from competition to cooperation (Labour Party, 1995). Upon assuming power in 1997, the new government quickly moved to reorientate the NHS. Viewed from a Scottish perspective, particularly recognizing the distinctive nature of the NHS in Scotland (NHSiS), and its anticipated relationship to the pending Scottish Parliament, the new government quickly reaffirmed the nature of the NHS as a ‘public service’ (Galbraith, 1997). The new framework for the NHSiS was introduced through a White Paper that retained the separation of purchasers and providers, but removed the explicit competitive nature of health care provision (Secretary of State for Scotland, 1997).

However, in framing a cooperative and partnership nature to health care provision for the NHS in Scotland, the Scottish Office took firm control of health care objective setting and accountability, and therefore, implicitly, health care delivery. This was presented by indicating that the Management Executive in charge of the NHSiS would be regarded as ‘head office’, (Secretary of State for Scotland 1997), and that it viewed the ‘NHS in Scotland as a ‘firm’ to be managed, not an industry of competing businesses to be regulated’ (Scottish Office, 1997a). Through taking charge, the Management Executive, operating from St Andrew’s House in Edinburgh, will set performance indicators (financial and clinical particularly), appoint managers who can deliver its objectives, and manage proactively the whole process of health care delivery; St Andrew’s House will therefore provide a clear lead in both setting tasks and governing behaviour.

The above discussion focuses on the NHS, which is too often regarded as standing for ‘health care’ (Deffenbaugh, 1994a). In taking a step back, however, and answering the question ‘Is health care a business?’, it is essential first to address the concept of health care, leading on to an assessment of its nature as a business. The following sections present the analysis in this order.

Health Care

How health care is described depends on where one is sitting, and what is viewed through the window:



• viewed from the NHS, health care is considered to be the delivery of services to patients; while


• viewed from industry, health care is thought of as the manufacturing of products and the delivery of services ultimately to be used by patients and the wider public.



Rather than viewing health care through a window on the ground, the following discussion goes five miles up and considers the concept of health care from a strategic and holistic perspective. The vehicle for this analysis is what is called the ‘health care continuum’ (Deffenbaugh, 1994a).

The health care continuum, illustrated in Figure 1.1, represents a holistic view of health care, recognizing the impact of the following discreet, yet interlinked, stages on each other: research and development, manufacturing, distribution, and delivery. For each of these functions, there are a number of suppliers; support activities also impact on each area. The stages of the health care continuum are discussed in turn below.


[image: images]
Figure 1.1 Health care continuum

Stage 1 – Research and Development

Players in the research and development (R&D) stage include companies, universities, research institutions, the NHS and government departments. R&D provides the foundation for new product development, and underpins the shape and structure through which health care will ultimately be delivered to patients. The fundamental basis for research and development is indicated by the level of expenditure in the pharmaceutical industry, which, as the Financial Times commented on the proposed SmithKline Beecham and American Home Products merger, ‘It’s the research, stupid’ (‘Lex’ column, 1998).

The fundamental importance of R&D is indicated by the level of this expenditure in the pharmaceutical and health care industries. Table 1.1 below from the UK R&D Scoreboard (DTI, 1997) presents the comparison of UK to international R&D in these industries.



Table 1.1 R&D/sales ratios (%)




	Sector

	UK

	International






	Health care

	 3.7

	11.3




	Pharmaceuticals

	12.0

	12.2










While the UK compares favourably in spharmaceuticals, it lags dramatically in health care. The annual R&D Scoreboard, published by the UK Department of Trade and Industry (DTI) since 1991, shows that average spending on R&D by the world’s largest industrial companies (including defence and pharmaceutical companies) has remained steady at about 4.4 per cent of sales, but the UK overall is only 2.3 per cent.

The close linkage of R&D to patient care is now recognized by the NHS, resulting in the production of the Research and Development Strategy for the NHS in Scotland (Chief Scientist Office, 1993). Universities and NHS hospitals, in partnership, must now ‘earn’ research and development funds, through focusing on the outcome of R&D expenditure, which currently amounts to £38.5m in the NHSiS – £28m goes to trusts to support recurring funding, and £10m goes towards health research grants, mainly to universities. The emphasis is increasingly to translate R&D from ‘bench to bedside’, and this has been reinforced through the recent White Paper by establishing the Scottish Health Technology Assessment Centre (Secretary of State for Scotland, 1997).

A tangible example of the linkage between R&D in academia and the delivery of patient care at the bedside is the establishment of the Clinical Research Facility (CRF) in Edinburgh, with the main facility based at the city’s Western General Hospital. Supported by a £4m grant to the University of Edinburgh from the Wellcome Trust, the CRF will conduct patient-focused clinical research into a range of common diseases, including cancer, diabetes and stroke illnesses.

A further dimension of R&D is the trend towards commercialization of research and new product investigations from academia into business. The drivers within academia include the aim to attract commercial funding, but also to provide an output for R&D that is not carried out for the sole purpose of research alone. The drivers for industry are to ensure a stream of new products and processes which underpins the commercial viability of businesses.

In a macroeconomic sense, the benefits of R&D and commercialization are recognized by Scottish Enterprise through its emphasis to grow the economy via new company formation. Spin-outs from academia, often based on commercialization of R&D, will play a key part in enhancing business birth rate in Scotland (McVey, 1996).

The case can therefore be made for research and development as the first stage of the health care continuum, without which manufacturing will be constrained and uncompetitive.

Stage 2 – Manufacturing

This is the second stage of the health care continuum and results from R&D to produce a steady stream of new and creative products and processes. However, the market is very discerning, and very unforgiving of manufactured products that do not meet customer requirements, so the link must therefore be very strong from R&D through manufacturing to ultimate consumption. This is nothing new – as Adam Smith indicated, ‘consumption is the sole and purpose of production’ (Smith, 1776).

The health care manufacturing sector comprises companies in a number of fields: pharmaceutical, biomedical, bioengineering, medical equipment, biotechnology, disposables, etc. These manufacturers, largely in the private sector in the UK, will in some cases manufacture end products themselves, or form part of a supply chain process resulting in end product manufacturing. Across the UK, the profile of companies (Dun & Bradstreet, 1998) is towards the small and medium-sized enterprise (SME) end of the spectrum – sales of less than £15m – as illustrated in Table 1.2.



Table 1.2 Manufacturing companies in the UK




	Sales (£)

	No.

	%






	< 15m

	25,864

	 88.6




	15m–30m

	 1,566

	 5.4




	30m–60m

	 836

	 2.9




	60m–90m

	 305

	 1.0




	>90m

	 605

	 2.1




	Total

	29,176

	100.0










Within Scotland, the manufacturing sector overall accounts for 7.5 per cent of VAT-based enterprises, while for England the figure is 9.9 per cent (Office for National Statistics, 1996). Health industry enterprises account for only .53 per cent of the overall businesses in Scotland, and .57 per cent in England. The manufacturing and health care sectors in Scotland are underdeveloped, which reinforces the strong business relationship among not only various parts of the UK, but also within Europe and worldwide.

It is not only products which are ‘manufactured’, but also services, and these are also included in Stage 2 of the health care continuum. The financial and business services sector alone accounts for 20 per cent of Scottish gross domestic product, compared to 18 per cent for manufacturing (Scottish Office, 1997b). The availability and extent of services equally provides an outlet for R&D, such as with computer information systems and manufacturing processes.

A further dimension to manufacturing, linking this stage of the continuum to support activities, is the ‘manufacturing’ of specialist skills embodied in the roles of scientists, doctors and others. While education and training is a resource which allows each stage of the continuum to be carried out, the development of skills and expertise in specialist areas is fundamental to the growth and development of health care. Regarded in this way, academic institutions are analogous to companies in manufacturing a ‘product’.

Viewed holistically, the manufacturing stage of the health care continuum is fundamental both to providing an output for R&D and to impacting on the way health care is ultimately delivered to patients.

Stage 3 – Distribution

This stage of the health care continuum is where value can be added and/or cost reduced. Michael Porter’s value chain (Porter, 1985) indicates how competitiveness can be enhanced through analysing processes to enhance value. From this overview, Figure 1.1 also illustrates the link of the health care continuum itself to the concept of the value chain. The health care industry as a whole can be seen to operate in a similar way to that of an organization, aiming to add value across the length of the continuum.

The distribution stage of the continuum is taking on increased importance in achieving this objective. Both management expertise and financial resources from the private sector are being called upon to enhance public sector services, with the focus on improving health care for patients and the general public. Players in this stage reach back into manufacturing, and forward into delivery, in order to add to the delivery of products and services to end users. Private sector logistics companies contribute scheduling, ‘just in time’ delivery and inventory expertise to both their private and public sector partners. The acquisition by Unichem of Alliance Sante illustrates the added value and enhanced profitability that exists in this sector.

In marketing terms, this is the ‘place’ of the four Ps of the marketing mix (Borden, 1964). Effective distribution channels can ensure best fit between manufacturers’ products and users’ requirements. Innovative and creative approaches to distribution tend to lower organizational boundaries, as logistics companies backwardly integrate into manufacturing premises, and then integrate forward into delivery organizations such as hospitals. Through a partnership approach and commitment to shared working and shared risk, around what are called ‘relational contracts’ (Kay, 1993), skill and expertise, and in some cases people themselves, can be transferred between organizations. The result can often be learning partnerships, though it must be recognized that the long term aim for the private sector is sustainable competitive advantage and profitability, while the public sector will be seeking to reduce costs, enhance quality and more effectively maximize the use of limited resources.

Stage 4 – Delivery

The above points logically make the link to Stage 4 of the health care continuum, namely the delivery of goods and services to patients and the general public. It is the delivery of hospital and community health services, in tandem with primary care, which is often seen as ‘health care’ (Deffenbaugh, 1994). While the NHS in Scotland has an expenditure of £4.4b, the reality, however, is that health care delivery is only one part of health care, at the final stage of the continuum. The position of general practitioners (GPs) as the ‘gatekeepers’ of the NHS recognizes their position through which patient care is channelled in the first instance. This pivotal position is reinforced by the support of other players at this stage of the continuum, particularly the public and private hospital sectors and pharmaceutical companies.

In addition to the NHS and its general practitioners, other players in the delivery of health care include the private health care sector (hospitals and nursing homes), pharmacists, retailers, social workers, and the voluntary sector. This mix illustrates the blurred edges between health care and social care, and with the policies of the new government, there is a greater recognition of the link between ill health and the causes of ill health, such as poor housing, lack of employment opportunities, and social deprivation (Secretary of State for Scotland, 1997). The economic impact of the delivery aspects of health care overall, particularly the National Health Service, is illustrated in recent studies by Cogent Strategies International of health care clusters in areas such as Inverness (Cogent, 1996). This work illustrates the links of manufacturing and services to health care delivery, and the potential for economic growth through enhancing the cluster.

The changing dynamics within Stage 4 of the health care continuum are illustrated by the new structural proposals for providers in Designed to Care (Secretary of State for Scotland, 1997). On the one hand, the private sector is now being marginalized as a player in the delivery of health care in partnership with the NHS – but not for the financing of assets through the Private Finance Initiative (PFI) – while on the other hand, general practitioners – traditional SMEs – are brought to the fore through the structures of ‘primary care trusts’ (PCTs) and ‘local health care cooperatives’ (LHCCs).

Whatever the balance of power among providers, the trend of the spectrum of care (Deffenbaugh, 1994), as illustrated in Figure 1.2, is very much towards shifting resources from institutions to the community.


[image: images]
Figure 1.2 Spectrum of care

The drivers of this shift include reducing cost, enhancing quality, encouraging responsibility among users, and enhancing voluntary services and, to a degree, private sector provision. While the NHS will remain a public service, it is apparent that the voluntary sector will not be excluded from playing a significant role in providing these services. It will be interesting, however, to see if proposals to involve the ‘independent/private’ sector in the provision of community care put forward by the last government (Secretaries of State, 1989b), are continued by Labour ministers.

As the balance of health care provision is shifted within Stage 4 of the continuum, so the use of resources will also change. The key resource areas – people, assets and finance (Ohmae, 1982) – will be significantly impacted through this shift, as illustrated by the continuum:



• people – the types of staff and skill mix providing health care will change, for example the increase in nurse practitioners in primary care;


• assets – the reduced requirement for major fixed asset facilities, such as large hospitals, will significantly impact on proposals for a number of the major PFI hospital projects;


• finance – the requirement to ensure value for money, or ‘best value’, through the use of financial resources, which also underpins people and asset utilization.



The one certain factor in this equation will be the continuing limited availability of public sector resources to finance health care delivery within Stage 4 of the continuum. Hence, there is the need to closely interlink all the health care activities along the continuum to focus on improving health for individuals and the population overall within limited resources.

This, then, is ‘health care’. In concluding this first section, some key points should be made:



• while each stage of the continuum can, to a degree, be viewed discreetly, it is apparent that real added value comes from recognizing and maximizing the linkages within each stage and along the whole continuum;


• the continuously changing range of players within and among each stage offers opportunities to focus on adding value and reducing costs for the benefit of patients and the general public;


• innovations in new technologies, products and services can be seen to have a direct impact upon health care among patients and the general public;


• new processes at each stage can also be seen to have such a direct impact; • an implicit feedback loop ensures that activities in each stage build on progress from the previous, while at the same time influence results from earlier stages.



If this is ‘health care’, is it, however, a business?

Business

‘“Would you tell me, please”, said Alice, “which way I ought to go from here?” “That depends a good deal on where you want to get to”, said the Cat’ (Carroll, 1865). The point of this paper is to assess health care as a business, and the chosen point of departure has been the health care continuum. The case has been presented that while discreet segments of the continuum can be analysed in their own right, health care from a holistic perspective can only be considered by taking the whole continuum into consideration. The stages of the continuum, combining functions, suppliers and support activities, are integrated and interrelated.

It is time, therefore, to take a step back, and consider what is meant by ‘business’, after which health care and business will be brought back together to answer the question, ‘Is health care a business?’.

Defining ‘Business’

The literature most often analyses the meaning of ‘business’ from the following perspectives:



• ‘what business are we in?’; or


• ‘what is our business?’; rather than


• ‘what is a business?’.



Taking the first question, Theodore Levitt used the example of the American railroad industry to famously highlight the danger of choosing too narrow a definition of the business area in which a company operates (Levitt, 1960). It is not just the private sector which agonizes over what business it is in, but also the public sector – the problems in clarifying the roles of health care and social care illustrate this point, while the NHS as an organization also faces this dilemma (Eskin, 1992).

The second question overlaps with the first, and focuses on business definition in terms of the fit between company resources and market requirements. Defining the business in which an organization operates can conceptually be viewed from three dimensions (Abell, 1980):



• customer groups describe categories of who is being satisfied;


• customer functions describe customer needs, or what is being satisfied;


• technology scope describes the way, or how, customer needs are satisfied.



The question of business definition would also take us into an assessment of business systems, processes and organizations, but it would be too easy to get sidetracked into a discussion about the first two questions, rather than focusing on the third, namely ‘what is a business?’. This question, however, is seldom addressed in the literature, so let us turn first to Webster’s Dictionary to establish a baseline: ‘business – purposeful activity; activity directed toward some end’. This is broad enough, but goes to one extreme, and is therefore too broad.

In the search for a middle ground, other writers such as Charles Handy (1994, p. 129) comment that


we are all ‘in business’ these days, be we doctor or priest, professor or charity-worker. Every organization is, in practice, a business, because it is judged by its effectiveness in turning inputs into outputs for its customers or clients, and is judged in competition among its peers. The only difference is that the ‘social businesses’ do not distribute their surpluses.



The Dean of business writers, Peter Drucker, states that ‘in a business, there is a financial bottom line’ (Drucker, 1990, p. 81), but he departs from Handy, when discussing ‘non-profit organizations’, by indicating that ‘they are not businesses’. While Drucker views businesses as supplying either goods or services, he regards a non-profit organization as having a ‘product’ of a ‘changed human being’; such organizations are ‘human-change agents’. As Drucker states, ‘after all, they do not have a ‘bottom line”. However, try telling this to the finance director of a non-profit organization, such as an NHS trust, university, or economic development agency, which has to struggle to break even on an annual basis.

Taking the search for the definition of a ‘business’ further, a useful port of call is the literature on business ethics. This extension of the analysis raises a further question:



• ‘what is business for?’.



The ethical debate focuses on this question, resulting in some of the features of business activity highlighted to include its economic character and its conduct in organizations (Boatright, 1993). A business can also be viewed as a ‘feedback system’ (Sherwin, 1983), with capital owners, employees, and consumers members of the system, all of whom co-produce the output. The purpose of the business for each is as follows:



• owners – yield profits and appreciation of capital;


• employees – afford a living;


• customers – furnishing them with goods and services.



Against this background, it is time to pull these threads together into a strand of criteria that can be used to define a business. The following criteria of a business will therefore be used ultimately to bring health care and business together:



• financial bottom line;


• focus on an end;


• use inputs to product outputs;


• feedback loop from user back to supplier.



A ‘business’ implies finance, so the first criterion is financial. The other criteria focus on the business ‘system’, in a similar way to which we have addressed the health care system through the continuum. Having identified criteria for a business, it will be beneficial first to compare and contrast private and public sector views of business, prior to bringing business and health care back together.

Private and Public Sectors

The health care continuum comprises both the public and private sectors, and while together on the continuum, they can be viewed separately. Some of the contrasts are legal and statutory: private companies governed by the various Companies Acts, reporting profits/losses via a profit and loss account (P&L), while public sector organizations report via income and expenditure accounts (I&E). The middle ground, increasingly recognized as the ‘social economy’, comprises a range of services which help to grow and sustain a community over the long term, such as credit unions, child care provision, community care provision, and local training initiatives for the unemployed. While neither private sector nor public sector, these social economy organizations are largely in the hands of the local community, which both manages and uses these services. Support funding comes largely from the public sector to get these organizations off the ground.

While the private sector, implicitly and explicitly, meets the criteria presented above for ‘a business’, the position of the public sector is more problematic. The trend in the 1980s and 1990s has been to commercialize the public sector (Deffenbaugh, 1994b), and a number of themes of business became apparent: customer orientation, competition, purchaser/provider framework, contract mechanism, performance targets, and business plans. These and other examples of business terminology entered everyday language in the public sector, such as vision, mission, and corporate strategies. The movement to reinvent government gathered steam with the publication of the book by the same name (Osborne and Gaebler, 1992), which described the principles around which entrepreneurial public organizations operate, such as being mission driven, and encouraging competition.

While there were areas of convergence between the public and private sectors during the Conservative years of government, it also became apparent that the ethos of the public sector could not, and should not, be aligned totally with that of the private sector. The serious financial and administrative failures in public bodies highlighted to the Committee of Public Accounts prompted the committee to prepare a ‘checklist of points which public bodies need to keep in mind in order to guard against the risk of such lapses in the proper conduct of public business’ (Committee of Public Accounts, 1994).

While the public sector adopted the terminology of the private sector, it did not recognize the real meaning of many of the terms. A good example was in the area of contracting in the purchaser/provider relationship, which became a ‘them and us’, ‘win-lose’ battle in the classical contract sense, rather than moving toward a ‘win-win’, relational contract approach (Kay, 1993). The values of the public sector thus became neglected as overzealous public sector managers, particularly in the NHS, moved to implement what they perceived as business concepts in a manner which would have been anathema to many businessmen themselves (Stewart and Walsh, 1992).

Health Care as a Business

It is time to bring the strands of health care and business together, to answer the question, ‘is health care a business?’ This question should now be considered against the background of both the earlier definition of health care and the criteria of a business. The answer is yes: the interrelated set of businesses along the continuum seek to add value to the health of the ultimate recipient, so there is a financial bottom line within which inputs are used to the end of health gain, feeding back continuously to earlier stages on the continuum.

Some may not be persuaded by this leap of logic, so let us consider the position of the NHS aspect of health care on its own.



• Does it have a financial bottom line? Yes, to break even annually on income and expenditure, keep within an agreed borrowing limit, and achieve a 6 per cent return on assets.


• Does it focus on an end? Yes, to improve health of the individual and society overall.


• Does it use inputs to achieve outputs? Yes, in the best tradition of Donabedian (Donabedian, 1966).


• Is there a feedback loop from user back to supplier? Yes, particularly in R&D and the bedside training of medical students.



The answer for the NHS is therefore also ‘yes’. We will find that the Scottish Office increasingly manages the NHSiS as a business, as it takes central control to direct the use of limited resources to achieve health gain, equity, and clinical objectives. All the indications from Designed to Care support this assertion.

Conclusion

Health care is of such critical importance to society, that the subject deserves to be viewed from a holistic perspective – not just the perspective of the beneficiary, but also from the perspectives of the stakeholders in each and every stage of the continuum of health care. Economic benefit is created by both healthy individuals, and healthy companies and organizations, private and public sector. By viewing the question of health care as a business, the argument has been placed in a different box from the usual questions about business strategy.

The case has been argued for health care having a meaning that is outside the conventional view of the NHS. The health care continuum does for health care what Michael Porter does via the value chain for an organization. Only by maximizing the relationships along the breadth and depth of the continuum can ultimate value be added to the health of the nation.

The case has also been argued for business to be view against certain criteria. These criteria are broad, and reflect a view from the 1990s, rather than earlier decades. Multi-organization relationships across previous boundaries are beginning to product benefits, and in many cases are a prerequisite of the ability to deliver benefits, such as when applying R&D, or delivering care in the community.

Brought together, health care is, therefore, a business. Following on from this conclusion, the strategic implications for health policy makers and health care managers will be as follows:



• organizations will in future be driven to work across traditional barriers that have defined spheres of influence; in taking a holistic approach to defining what business they are in, companies will find that a partnership route offers the best way of securing sustainable competitive advantage;


• backward or forward integration along the continuum need not, however, be solely by merger or joint venture; rather, outsourcing, subcontracting and relational working could form the basis for achieving the critical mass and synergy that managers will be searching for;


• the drive to reduce costs and improve quality will be enhanced further by working in association with suppliers and buyers in a ‘win-win’ partnership; this is a lesson well appreciated by the private sector, but only beginning to be learned by the public sector;


• influencing the customer, or patient, will be fundamental to making the best use of health care resources; again, the private sector appreciates this, but the public sector must proactively tackle the insatiable demand on resources through working with patients and the public to control demand;


• finally, public/private partnerships will be more commonplace, not just in areas such as PFI, but also in service provision.



As a business, health care affects all members of society. It is ironic, therefore, that as the last Conservative government tried unsuccessfully to organize and manage health care along business lines, it appears that it will be this Labour government that offers real opportunities for the private sector to work in partnership with the public sector to enhance health care delivery.
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