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Executive Summary

HIS YEAR'S ANALYSIS CONTINUES TO SHOW GOVER-

nance evolution in several areas, indicating that

boards are still moving towards a value-based busi-

ness model, although more slowly than we would like

to see. While we hope to see the pace of change in this
regard increase in future surveys, this report shows a few indica-
tors in the right direction, including more system-level control of
key issues such as community benefit goals and measurement, a
continuing increase in the number of respondents participating
in an ACO or clinically integrated network, and an increase in
physicians involved at the governance level.

While these issues seem to be moving in the right direction,
there are other areas of continued opportunity for boards to
consider regarding structure and culture, in order to meet the
demands of a value-based healthcare payment landscape. We
are looking for boards to spend more time during board meet-
ings on strategic-level discussions rather than hearing reports
from management. Also, while most boards have added strategic
goals related to population health and value-based payment,
very few boards have added new expertise to prepare for and/or
succeed with population health management and value-based
payment models. Finally, while most boards indicate a high level
of agreement with indicators of board culture, only a very small
percentage of boards indicated that they “strongly agree” with all
indicators as a whole, which we consider to be the test of a truly
healthy board culture. This, along with the proper structure and
board composition, is critical for boards to achieve their highest
potential and move their organizations more quickly towards
transformation. (It is notable that independent hospitals make
up the largest group responding to the survey this year, and such
the overall averages reflect a higher weight towards independent
hospital makeup. As such, we have distinguished where possible
when health system and/or subsidiary hospital performance is
remarkably different than the overall frequencies.)

Despite the current uncertainty regarding federal legislation,
the large majority of this uncertainty is surrounding the insur-
ance market, and there is still widespread agreement that the
payment and delivery models will continue the need to evolve
further and faster away from fee-for-service. Board structure
and culture will need to also evolve further and faster in order
to make this transformation a reality. The paragraphs below
summarize the main findings from this year’s survey analysis.

Governance Structure & Culture

Governance structure is an essential component of the effective-
ness of a board, which affects culture (of both the board and the
organization) and the board’s ability to perform. The governance

structure questions also relate to system and subsidiary board
structure, and whether boards are changing their structure
or activities to prepare for population health and value-based
payments. Culture questions relate to how the board builds
relationships, communicates, and makes decisions. Governance
structure has remained relatively consistent over the past few
surveys. A few differences this year are briefly summarized below.

Board composition: The average number of board members
decreased slightly since 2015—12.9 vs. 13.6—and the median went
from 13 to 12. There has been only a slight shift in board compo-
sition from 2015 to this year; the most significant being a slight
decrease in the number of independent board members, and a
slight increase in medical staff physicians. Nurse representation
on the board remains startlingly low, considering the key role
nurses play in patient quality of care, satisfaction, and customer
loyalty. Again, board diversity has not increased significantly.

Board meeting content: Boards continue to increase the
use of a consent agenda (77%, up two percentage points from
2015). However, 66% of board meeting time is devoted to hearing
reports from management and committees and reviewing finan-
cial and quality/safety reports. Only 24% is spent on discussing
strategic issues/policy (down from 26% in 2015 and 33% in 2013);
and 12% to board education (up from 11% in 2015, but down from
17% in 2013).

Committees: The average number of committees overall
remains stable at seven. The compliance committee shows the
most dramatic increase in prevalence (48% this year vs. 28%
in 2015). This year we added a population health/community
health improvement committee to the survey (separate from
community benefit) to discern to what degree organizations are
treating this as a priority at the board level. Eighteen percent
(18%) of respondents overall have this committee; 9% of health
systems and 20% of subsidiary hospitals have such a committee.

More boards have a quality committee (77% vs. 74% in 2015),
with larger increases among subsidiary and government-spon-
sored hospitals. The executive committee is more likely to have
full decision-making authority between board meetings (40%
vs. 36% in 2015).

Board member compensation: Overall, board member
compensation remains stable (12% compensate the board
chair, and 1% compensate other board members). Also, the
level of compensation remains low (less than $5,000). There
was a significant decrease in the percentage of systems that
compensate board members (9% in 2017 compared with 18% in
2015; however there were fewer of the largest systems—2000+
beds—responding to this year’s survey).
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Board education: 27% of respondents spend $30,000 or
more annually for board education (down from 31% in 2015);
6% said they don’t spend any money on board education (up
from 2.6% in 2015). Health systems generally spend more for
board education than other types of organizations. This year,
the data analysis showed that for boards spending $30,000 or
greater on board education, there is a greater tendency to indi-
cate strong agreement to the questions in the board culture
section of the survey.

Accountable care organizations: More than half (55%) of
the respondents are participating in an ACO model of some
type (up from 47% in 2015). The majority of ACOs are health
system owned (44%); the second largest percentage overall is
a joint venture between two or more entities (18%). A few are
hospital-owned or an independent entity (11% and 8% respec-
tively). The size of the covered patient population is generally
large (more than 50,000 people) for all types of organizations;
however, a sizeable percentage of respondents cover 20,000
or fewer in their ACO.

Board culture: We asked respondents to state how strongly
they agreed with a list of 13 board culture-related statements.
Each individual statement regarding board culture is impor-
tant, but not indicative of a healthy culture by themselves.
As such, we looked at these statements taken together as a
whole to use as a reliable indicator of a healthy board culture.
To determine the degree of healthy board culture overall (all
statements combined), we calculated an overall average “letter
grade” for each type of organization, combining all board
culture statements (“strongly agree” and “agree”) into one score
(showing there is room for improvement):

e Overall: 87% or a B+

« Health systems: 93% or an A

« Independent hospitals: 86% or aB
« Subsidiary hospitals: 91% or an A-
« Government hospitals: 80% or a B-

Only 31 respondents (6.7%) reported that they strongly agree
with all 13 statements. Refer to the section on Board Culture in
the main body of the report for more information.
Population health management: 60% of respondents have
added population health goals (e.g., IT infrastructure and physi-
cian integration) to the strategic plan since 2015. The same
percentage reported such changes from 2013-2015 as well.
This indicates that the majority of boards are continuing to
add new population health goals to their strategic plan, rather
than sticking to the initial goals reported in 2013. Forty-five
percent (45%) of respondents have not made any changes to

board structure since 2015 in regards to population health

management. Very few organizations have added board exper-

tise in population health management, predictive modeling,
and risk management.

Actions taken to succeed with value-based payments:
49% of respondents have not made any changes to the board
or management team since 2015 to succeed with value-based
payments (this is down from 54% from 2013-2015). Fifty-six
percent (56%) of respondents have added value-based payment
goals to strategic and financial plans since 2015. (57% of
respondents added such goals to their plans from 2013-2015,
indicating that new goals continue to be added since the last
reporting period.)

System-subsidiary governance structure: Systems are
more evenly split this year regarding governance structure.
About one-third have one system board with fiduciary over-
sight for the entire system; another third has a system board
and subsidiary boards with fiduciary duties; and the final third
has a system board and subsidiary advisory boards. Only 61% of
system respondents said that the association of responsibility
and authority is widely understood and accepted by both local
and system-level leaders (down significantly from 86% in 2015).

We also ask subsidiary boards to tell us whether they retain
or share responsibility with the system board for certain board-
level issues, or if their system board retains sole responsibility.
The most significant findings from this year’s survey include:
« While thereis anincrease in systems retaining responsibility for

determining subsidiary capital and operating budgets, there is
also an increase in subsidiary boards retaining responsibility
(less “shared” responsibility).

« There is greater shared responsibility regarding setting quality
and safety goals, and a corresponding decrease in subsidiary
boards having sole responsibility for this.

» More systems are getting involved in appointing/removing and
evaluating the subsidiary chief executive.

« There is polarization regarding electing/appointing subsidiary
board members: this year, more subsidiary boards retain sole
responsibility and conversely, more systems retain responsibil-
ity, while there is significantly less shared responsibility.

« Community benefit is a key area where we are seeing systems
more involved at the subsidiary level, with more systems retain-
ing responsibility for calculating and measuring subsidiary com-
munity benefit, and also setting community benefit goals for
subsidiaries.

» More systems are establishingboard education and orientation
programs for their subsidiaries.
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Introduction and Reader’s Guide

HE GOVERNANCE INSTITUTE SURVEYS U.S. NOT-FOR-PROFIT

hospitals and health systems every other year and,

although the framework of the surveys remains similar, the

information sought varies slightly from year to year. This

year’s survey sought to uncover how board structure and
culture are continuing to reflect the industry’s movement towards
value and population health across the continuum, and away from
hospital-centric organizations. Over the past several reporting years,
the adoption of our recommended practices (usually included in the
second half of the report) has remained relatively high and stable
across most respondents. Thus, we did not survey on governance
practices this year, and will survey again in 2019 to see if there is any
more movement towards increased adoption and performance of
those practices. In addition, we anticipate that some of the practices
on that list will have changed between 2015 and 2019.

This report presents the results by topic. This year’s report focuses
on governance structure and culture, and offers comparisons with
previous reporting years as well as notable variations by orga-
nization type—systems, independent hospitals, hospitals that
are part of a multi-hospital system (“subsidiary” hospitals), and

government-sponsored hospitals. We use frequency tables, reported
as a percentage of the total responding to specific questions.

The Appendix included in this report shows all 2017 results
by frequency (percentages) by organization type, AHA desig-
nation, and bed size. (Additional appendices reporting board
structure for each organization type are available online at
www.governanceinstitute.com/biennialsurvey.)

The results reported here do not include those responding “not
applicable” nor missing responses. Therefore, the “N” (denominator)
is not fixed; it varies by question. For total number of responses for
each question—overall and for the various subsets on which we
report—see the Appendix.

Who Responded?

All US. not-for-profit acute care hospitals and health systems,
including government-sponsored organizations (but not federal,
state, and public health hospitals), received a copy of the survey—
a total of 4,418. We received 465 responses (10.5%). Of those, 427
respondents had a fiduciary board. The 38 respondents who do not
have a fiduciary board completed some questions in the survey
that were relevant to them, so those answers are included in the
overall results. We are seeing a trend of more subsidiary boards
having fewer or no fiduciary duties, so in future surveys we plan
to include advisory boards in the survey and will report on those
boards separately, to gain a fuller picture of how board responsi-
bilities are shifting in our nation’s growing health systems, and to
better understand the roles of advisory boards.

Due to the increase in hospitals being affiliated with systems
in the total surveyed population, and some anecdotal indicators
of systems reducing the number of fiduciary boards within their
governance structures, we wanted to gain a more clear under-
standing of how many hospitals are represented by the total
respondents. Based on the number of hospital facilities owned
by the health system respondents, this year, the 465 respondents
represent a total of 9o4 hospitals, or 20.5% of the total hospital
survey population.

In general, distribution of responding organizations matched those
types of organizations in the surveyed population (see Table 1 on
the next page).

Comparison of Respondents 2017 vs. 2015
Twenty-eight percent (28%) of the respondents in 2017 also responded
to the survey in 2015.


www.governanceinstitute.com/biennialsurvey
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Table 1. Survey Responses

2017 2015 2013
Respondents  Population | Respondents Population | Respondents Population

Organization N = 465 N =4,418 N = 355 N =4,121 N =541 N =4,199
Religious (67) 14% 13% 13% 14% 10% 13%
Secular:

Government (107) 23% 23% 29% 22% 26% 24%

Non-Government (358) 77% 64% 71% 64% 74% 63%
Number of Beds
<100 (240) 52% 56% 37% 42% 36% 43%
100-299 (113) 24% 24% 30% 30% 33% 29%
300+ (112) 24% 20% 33% 28% 30% 28%
System Affiliation (150) 32% 51% 32% 62% 45% 58%

Table 2. 2017 vs. 2015 Respondents

Number of Number of Number of Respondents Who
Respondents in  Respondents in Completed the Survey in both
2017 2015 2015 and 2017
Systems 51 50 15
Independent Hospitals 315 140 74
Subsidiary Hospitals 99 62 14
Government-Sponsored
Hospitals 116 103 25

Total 465 865 128
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Governance Structure and Culture

Board Size and Composition

Summary of Findings

® Average board size: 12.9
® Median board size: 12

® Voting board members:

» Medical staff physicians (not
including CMO): average is 2.0;
median is 1

» “Outside” physicians: average is
0.8; median is O

» Staff nurses (not including CNO):
average is 0.02; median is O

» Management (including CMO and
CNO): average is 0.7; median is O

» Independent board members:
average is 9.2; median is 9

» Female board members: average is
3.4; median is 3

» Ethnic minority board members:
average is 1.3; median is 1

® Term limits: 56% of boards limit the
number of consecutive terms; median
maximum number of terms is 3.

® Board member age limits: 4.6% of
boards have age limits (down three
percentage points from 2015); average
age limit is 67.7; median is 72.

® Average board member age: 57.8
(one year younger than 2015); median
board member age: 58 (two years
younger than 2015); overall age range
on the board is 35 to 76.

The average number of board members
decreased slightly since 2015—12.9 vs.13.6—
and the median went from 13 to 12. There
has been only a slight shift in board compo-
sition from 2015 to this year; the most
significant being a slight decrease in the
number of independent board members,
and a slight increase in medical staff physi-
cians. Government-sponsored hospitals
were the only group by organization type to
show an increase in overall board size this
year. Table 3 shows the overall comparison;
Tables 4-7 show a comparison of board
composition for each organization type.

Table 3. 2017 and 2015 Board Composition

: : Independent
Total # of Voting Medical Staff
All Respondents Management* o Board
Board Members Physicians** Members* * *
2017 2015 | 2017 2015 2017 2015 2017 2015
Average # ofVoting | 19 435 | 08 09 | 20 17 | 92 101
Board Members
Median # of Voting

Board Members 2 = v v 1 1 E ©
*Includes the CMO and CNO.

**Includes employed physicians but does not include the CMO, which is included in management.
***Includes independent physicians (who are not on the organization’s medical staff/not employed).
****Includes nurses who are employed by the organization and faith-based representatives.

Table 4. System Board Composition

: . Independent
Total # of Voting Medical Staff
Systems Management* A Board
Board Members Physicians** Members* * *
2017 2015 @ 2017 2015 2017 2015 2017 2015
Average # of Voting | 153 4176 | 09 09 | 35 20 | 104 128
Board Members
Median # of Voting

Board Members 15 16 0 1 1 1 11 12

Other Board

Members* * * *
2017 2015
0.9 0.9
0 0

Other Board

Members* * * *
2017 2015
1.4 2.0
0 0

Note: Average board size decreased, reflected in a decrease in independent board members, but medical staff

physicians increased.

Table 5. Independent Hospital Board Composition

: . Independent
Independent  Total # of Voting M Medical Staff
. anagement * e Board

Hospitals Board Members Physicians** Members* * *

2017 2015 @ 2017 2015 2017 2015 2017 2015

Average # ofVoting | 419 147 07 09 @ 17 21 | 89 108

Board Members

Median # of Voting

Board Members L 14 0 1 1 1 8 10

Note: Independent hospital board size decreased significantly from 2015, primarily due to a decrease in
independent board members.

Table 6. Subsidiary Hospital Board Composition

o : : Independent
Subsidiary Total # of Voting M « Medical Staff
: anagement o Board
Hospitals Board Members Physicians** Members***
2017 2015 2017 2015 @ 2017 2015 2017 2015
Average # ofVoting | 146 44 | 13 19 | 22 27 | 96 122
Board Members
Median # of Voting

Board Members = 16 1 1 1 2 9 10

Other Board

Members* * * *
2017 2015
0.6 0.9
0 0

Other Board

Members* * * *
2017 2015
1.5 1.3
0 0

Note: Total size decreased significantly; the category of independent board members saw the largest decrease

from 2015.
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As with previous surveys, board size
generally increases with organization size
for all organization types. Systems and
subsidiary boards have the largest boards in
general, and government-sponsored hospi-
tals have the smallest boards.

The average number of independent
board members (i.e., those who do not
have a material financial relationship with
the organization and fit the definition of
“independent” according to IRS guidelines)
has decreased for all organization types,
except government-sponsored hospitals.
Health systems again reported the highest
average number of independent board
members (10.7), primarily due to the larger
board size overall. When broken down
by organization type, independent board
members as a percentage of total board
members is as follows:

o Allrespondents: 71% (vs. 74% in 2015)
« Systems: 64% (vs. 73% in 2015)
o Independent hospitals: 75% (vs. 73% in

2015)

o Subsidiaryhospitals: 66% (vs. 67% in 2015)
« Government-sponsored hospitals: 82% (vs.
88% in 2015)

W Management (including CMO and CNO)

® Medical Staff Physicians (employed and not employed)

Table 7. Government-Sponsored Hospital Board Composition
Government-

Total # of Voting

Sponsored Board Members

Hospitals

2017 2015 2017

Average # of Voting
Board Members

Median # of Voting
Board Members

Management

2015 2017

Medi

Independent Other Board

M embzrrs* +  Members***

2015 2017 2015 2017

| Staff
Physicians*

2015

Note: Total size increased due to an increase in independent and “other” board members.

Largest Boards

® Systems with 2000+ beds: 21.4
(increase from 20.9 in 2015)

® Independent hospitals with 300-499
beds: 19.1 (increase from 17.7 in
2015)

® Subsidiary hospitals with 300-499
beds: 20.1 (decrease from 24.9 in
2015)

See Exhibit 1 for a breakdown of board
members overall and by organization type
for 2017.

M Independent*

* May include physicians who are not on the medical staff and nurses who are not employed by the organization.

Overall

System

Independent

Subsidiary

Government

0.01

Exhibit 1. Average Number of Board Members

= Nurses

M Faith-based representative

Physicians on the Board

Respondents noted physician board

membership in the following categories:

« Physicians who are on the medical staff
and not employed by the hospital

o Physicians who are on the medical staff
and employed by the hospital

o Physicians who are not on the medical staff
nor employed (and qualify as “outside”
board members)

The total average number of physicians on
the board (all types of physicians including

the CMO and “outside” physicians) is 2.9;
the median is 1, up from 2015 (average was

m Other board members

0.04 0.84 0.53

16.3

0.09; 0.59

12

14 16 18
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2.7). Overall, the breakdown for these cate- Table 8. Physicians on the Board 2017 vs. 2015
gories is shown in Table 8. On the medical staff but On the medical staff Not on the medical staff;
For every type of organization (with the

not employed by the and employed by the not employed by the
organization organization hospital (“outside”)

exception of health systems), the number of ‘

e S e 2017 205 2017 205 2017 2015
0oard members who are medical sttt physi- Average 13 12 08 06 08 0.9
cians (employed and not employed) increased _

Median | 1 1 | 0 0 | 0 0

slightly or remained about the same. Health
systems saw a more significant increase from
1.4 in 2015 to 3.6 in 2017.

Exhibit 2. Changes in Physician Representation on the Board Resulting from Employing Physicians

H No change

i Positive correlation*®

M All physician board members are now employed

1 Do not allow employed physicians to serve on the board
B Do not distinguish employed vs. not employed

M Other

* The number of employed physicians on the board corresponds with the percentage of physicians employed by the organization.

53.4%
Overall
14.9%
17.6%
40.0%
System
32.5%
15.0%
56.4%
2.3%
Independent 6.2%
16.0%
-5.8%
52.4%
1.6%
Subsidiary 14.3%
27.0%
62.2%
1.1%
2.2%
Government 16.7%
10.0%
7.8%

0% 10% 20% 30% 40% 50% 60% 70%
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For the third reporting year, we asked
respondents to note if there have been any
changes in physician representation on the
board resulting from employing physicians.
As in 2011, 2013, and 2015, the vast majority
of respondents again indicated that there
has been no change (or, any changes in
physician representation on the board have
not been attributed to employing physi-
cians). A breakdown of results by orga-
nization type appears in Exhibit 2 on the
previous page.

This year’s analysis shows that 75% of all
boards with two or more physicians score
more highly on the board culture section
of the survey.

Nurses on the Board

Just as in 2015, this year’s survey delin-
eated nurse representation on the board
by separating out the CNO as a voting vs.
non-voting member, and whether other
nurses from the organization’s nursing staff
were voting board members. For 10.2% of
respondents, the CNO is a voting or non-
voting board member (overall average is
0.03 people on the board for this position
vs. 0.011in 2015). Voting representation from
other nursing staff resulted in an equally
insignificant number (overall average is
0.02 people on the board vs. 0.03 in 2015).
For 74% of respondents, the CNO is a non-
board member but regularly attends meet-
ings. As has been the case historically, nurse
representation on the board remains star-
tlingly low, considering the key role nurses
play in patient quality of care, satisfaction,
and customer loyalty. (See the Appendix
for more details.) Additionally, this year’s
analysis shows that 74% of boards with
more than one nurse score more highly
in the board culture section of the survey.

Females and Ethnic

Minorities on the Board

Most boards (98%) have at least one female
board member, but only 52% have ethnic
minorities represented on the board (see
Exhibits 3 and 4 on the next pages). Again,
there has not been any significant move-
ment in these areas since 2007 (female
representation has remained about the

same; ethnic minority representation on
the board [at least one member] has moved
up from 471% in 2007 and is only up
slightly from 50.3% in 2015). By organiza-
tion type, health systems have the highest
average number of females on the board
(4.17), and subsidiaries have the highest
average number of ethnic minorities (1.99).
Responses in past years have suggested
that in general, as these organizations get
larger, female and ethnic minority repre-
sentation increases, although this year the
number of females on the board actually
went down from 4.3 in organizations with
1,000-1,999 beds to 2.8 in organizations
with 2,000+ beds; ethnic minorities were
the highest in organizations with 500-999
beds (2.4) and 2,000+ beds (2.4). It should
be noted that large systems also generally
have larger boards. (See Table 9 for detail
by organization size.)

Table 9. Female and Ethnic Minority
Representation on the Board by
Organization Size (2017 vs. 2015)

2017 2015 2017 2015
< 100 beds 2.9 2.8 0.6 0.6
100-299 beds 3.6 38 1.7 1.1
300-499 beds 4.7 4.6 2.2 1.5
500-999 beds 4.0 4.2 2.4 24
1,000-1,999 beds | 4.3 3.4 1.4 2.3
2,000+ beds 2.8 5.1 2.4 3.2

For detail, see appendix.

Background of the Organization’s Chief
Executive and Board Chair

To gain a more complete profile of clini-
cian participation in governance, admin-
istrative, and other leadership positions,
beginning in 2013 we started asking ques-
tions about the background of the chief
executive and board chair. This year, the
overwhelming majority for the CEO was
non-profit expertise (67.3%) vs. 2015 being
more balanced between business/finance
and non-profit expertise (47% and 44%
respectively). The chairperson’s back-
ground is mostly business/finance (51.1%)

and non-clinical/non-healthcare expertise
(32.2%), which is in line with 2015 results.
Thirty-four percent (34%) of respon-
dents’ CEOs have a clinical background
(physician, nurse, or other), which is up
slightly from 2015 (31%). Health systems
are more likely than other types of orga-
nizations to have a CEO with a clinical
background (44.7%). And, again this year,
health systems were most likely to have
a physician CEO (26%). In contrast, only
14% of respondents have a board chair
with any kind of clinical background. (See
Exhibits 5, 6, and 7 on the next pages.)

Age Limits and Average

Board Member Age

The percentage of organizations that have
specified a maximum age for board service
decreased this year to 4.6% (compared with
7.8% in 2015, 6.8% in 2013, and 7.6% in 2011).
The median age limit remains 72.

The overall average board member age is
57.8 (median 58), which is down by about
a year from 2015. The range was 35 to 76
years old. Catholic systems continue to
have the oldest board members (average
61.0; median 60, down by about two years
from 2015).

Defined Terms of Service

56% of boards limit the number of con-
secutive terms (down from 60% in 2015);
median maximum number of terms is
three. Systems and subsidiaries are more
likely to have term limits. There is a down-
ward trend in term limits for government
hospitals since 2011.

Term limits by type of organization:
® Systems—83% (down from 86% in
2015; up from 82% in 2013)

® Independent hospitals—49% (down
from 66% in 2015 and 71% in 2013)

® Subsidiary hospitals—66% (down from
82% in 2015 and 2013)

® Government-sponsored hospitals—23%
(down from 24% in 2015 and 26% in
2013)
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Most respondents (92%) have defined terms
for the length of elected service. The median
term length has remained three years (four
years for government-sponsored hospitals).
A significantly lower percentage of respon-
dents has defined limits for the maximum
number of consecutive terms (the deciding
factor in “term limits”)—56% (indicating a
decreasing trend; it was 66% in 2013). Most
organizations that do have term limits
constrain board members to three consecu-
tive terms.

2011 reflected a significant increase in the
number of government-sponsored hospi-
tals respondents reporting term limits (see
Exhibit 8 on page 14). In 2011, 35% of the
respondents from government-sponsored

W 2017 2017 Average: 3.4
W 2015 2017 Median: 3
2013

w2011

M 2009

hospitals reported having term limits, up
from 25% in 2009 and 24% in 2007. However,
this percentage has continued to decrease
or level off since 2013 (around 23% for 2015
and 2017), indicating that the 2011 results
were likely an anomaly. (Term limits are
not customary among this group, where
board members usually are appointed by
a government agency or elected by the
general public.)

Among non-government hospitals and
systems, more often than not, boards
have chosen to adopt term limits (66%).
One-hundred percent (100%) of responding
Catholic systems (N=7) have term limits;
the next highest percentage is 88% oflarger
organizations (1,000-1,999 beds).

Exhibit 3. Female Board Members (All Respondents)

20%

25%

30%
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Exhibit 4. Ethnic Minority Board Members (All Respondents)

m 2017 2017 Average: 1.3
W 2015 2017 Median: 1

m 2013

2011

W 2009

0% 10% 20% 30% 40% 50%

Exhibit 5. Background of the Organization’s Chief Executive

M Physician M Nurse M Other Clinical Expertise ¥ Business/Finance M Non-Profit/Not-for-Profit M Other Non-Clinical/Non-Healthcare

Overall BMNEZS 15.5% 10.5% 16.2%
System
Independent
Subsidiary [EECESPZS 12.2% 12.2% 12.2%

Government SRSZ 15.3% 14.4%

60%
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Board Diversity Trends Constrain Organizational Results

James A. Rice, Ph.D., FACHE, Managing Director, Senior Advisor, and Practice Leader, Governance
and Leadership Practice, Integrated Healthcare Strategies

OARD SIZE AND COMPOSITION
matter to the work of good hos-
pital and health system boards.
The numbers and types of
people engaged in board deci-
sion making can materially shape the focus,
quality, and effectiveness of the organiza-

tion’s plans and investments for meaningful
interventions for health gain and healthcare.

With the average number of board members
reduced from 13.6 in 2015 to only 11-13 people
in 2017!, the insights and experiences of each
person is essential to the dialogue and debate
about how well, and how much the hospital’s
services are, or should be, meeting the needs
of the people they exist to serve. The collec-
tive wisdom and impact of the board’s work
is focused through the collective lens of the
experiences, priorities, passions, and perspec-
tives of the board.

What are the trends in hospital board
diversity, and why is it important to monitor
them? Unfortunately, the trend continues
to show low levels of diversity in board
composition—I argue not enough to earn
the millions of dollars of tax-exemption value
these non-profit institutions receive.

Since the founding of our nation, we have
used tax exemption to encourage commu-
nity hospitals to provide services that
enable healthcare for the poor; education
for the next generation of physicians and
nurses; and interventions that help protect
and promote, not just restore, the health of
individuals and communities.

In consideration of the substantial finan-
cial benefits from tax exemption, society
expects a board for each exempt hospital to
have community leaders step up to protect
and champion the public’s interest, and to

1 See Table 3 on page 5.

ensure substantial community benefits to
the most vulnerable.?

The Public’s Interest and
Community Benefit

To understand and influence the public and
community, boards are increasingly taking
initiatives to enhance their knowledge of,
and engagement with, increasingly diverse
populations. These efforts to gain diversity
in thinking, insights, and plans, however,
are struggling to address pervasive chal-
lenges of U.S. social and health disparities.

Unfortunately, board composition trends
(specifically diversity) are changing at a
frustratingly slow pace. Boards in the 1950s
and 60s allowed discrimination of Jewish
and African American physicians struggling
to have privileges in their medical staff?
Related discrimination now contributes to
weak hospital responsiveness, to growing
disparities in the health status of and access
to care by minority populations, as well as
the persistent frustration of poverty and
substandard housing.

While The Governance Institute's 2017
biennial survey finds that hospital board
composition is changing, the progress is far
from exemplary and much remains to be
accomplished. An increase in the number
of independent members helps to insulate
the board’s work from conflicts of interest
surrounding executives or physicians;’
boards are seeking, but not yet achieving
desired gains from younger members, as
well as more women and ethnic minorities.

2 Susannah Camic Tahk, “Tax-Exempt Hospitals
and Their Communities,” Columbia Journal of
Tax Law, 2014.

3 David Barton Smith, “Racial And Ethnic Health
Disparities And The Unfinished Civil Rights
Agenda,” Health Affairs, March/April 2005.

4 See Table 3 on page 5.

Forbes magazine recently observed that,
“Over the last two decades there have been
dramatic shifts in the composition of the
country’s demographics. There have not,
however, been significant advancements
in the representation of minority leader-
ship in our nation’s healthcare and hospital
systems. Meanwhile, the increasing role of
women has introduced several noteworthy
changes to C-suites and board member-
ships. Some of these have come alongside—
and because of—the recent move towards
clinicians as leaders.”” These board dispari-
ties are being seen by many as a weakness
that will constrain the health sector’s future
performance. The case for concern is both
local and global.

Racial Disparities®

The world’s richest economy scores dismally
no matter which healthcare measures we
examine.” Why is our performance so weak?

One reason the U.S. ranks so poorly glob-
ally is that health outcomes for certain
racial, ethnic, and socioeconomic groups
fare so poorly domestically. African-
Americans, Latinos, and the economically
disadvantaged experience poorer health-
care access and lower quality of care than
white Americans. And in most measures,
that gap is growing. Health system boards
must accelerate their initiatives to recruit,
engage, and sustain participation from
more diverse board members.

Meaningful change may come less from
investing in medical care than in addressing
the social determinants of health. It's a
timely message for the United States, given

5 Nicole Fisher, “3 Surprising Hospital Leadership
Trends,” Forbes, March 2015.

6 See: http://bit.ly/2ADYefr.

7 Robert Pearl, “Why Health Care Is Different If
You're Black, Latino Or Poor,” Forbes, March 2015.
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weekly confirmation of our poor state of
health, as well as current debates about
growing inequality and what to do about it.?

Addressing disparities is no longer just
about morality, ethics, and social justice—it
is essential for performance excellence and
improved community health. Persistent
disparities even exist in Medicare readmis-
sion rates.’

Boards must be champions for a more
balanced set of investments by their hospitals
and health systems if the promise of popula-
tion health is to be realized. This challenge is
made more difficult when there are dispari-
ties in the composition of decision makers
from the boards of directors into the C-suite.
Leaders need to become more proactive in
their governance policy making to address
these gaps in health gain and healthcare.”

A major study in California on challenges
in leadership diversity calls out for boards to
engage in composition that connects with
the needs of the community: “The findings of
this report provide strong evidence for policy
makers, healthcare providers, public health
professionals, researchers, and other interested
stakeholders to focus efforts on addressing
access to and quality of care provided in outpa-
tient (non-hospital) settings™

The health sector is not alone in diver-
sity gaps. Statistics from the PwC 2016
Annual Corporate Directors Survey, which
includes responses from 884 public company
directors,? concluded that almost all (96%)
of the respondents felt diversity on the
board of directors was important, but the
actual diversity has only grown incremen-
tally over the past five years. Additionally,
males and females see diversity’s impact on

8 Steven Woolf, Laudan Aron, “The U.S. Health
Disadvantage And The Role of Spending,” Health
Affairs, June 2016.

9 University of Rochester Medical Center,
“Significant racial disparities persist in hospital
readmissions,” ScienceDaily, June 2017.

10 The Advisory Board Company, “Racial and
Ethnic Health Care Disparities,” 2016.

11 Office of Statewide Health Planning and
Development, “Racial & Ethnic Disparities in
Healthcare in California,” California Fact Book,
Winter 2010.

12 PwC, “The governance divide: boards and inves-
tors in a shifting world: Insights from PwC’s 2017
Annual Corporate Directors Survey,” 2017.

the company differently: 89% of females felt
diversity leads to better company perfor-
mance, compared to 24% of males.

Actions for Progress

In consideration of these trends, three imper-

atives can help strengthen health system

boards in their journey to more diverse and
responsive governance decision-making:

« Investin anintentional, three-year di-
versity recruitment program with these
characteristics:

» Ensure quarterly reporting of compar-
ative service use dashboards by popu-
lation age, gender, and ethnic profile.
This serves as a conscience to champi-
on accelerated recruitment among
more diverse leadership pools in minor-
ity chambers of commerce, inter-faith
community development groups, and
women entrepreneurial groups.

P

¥

Immediately adjust bylaws to enable
non-board members to serve on board
committees. Ensure that a majority of
these new committee members repre-
sent the demographic profile of the pa-
tients served by the organizations, and
have the competencies needed for fu-
ture board roles.

Add board diversity recruitment, with
incentive compensation, to the annual
performance targets of C-suite execu-
tive teams for the next three years.

»

¥

+ Invest in expanded community advi-
sory councils with these considerations:
» Establish a “health disparities council”
of the board that meets quarterly, and
has a majority of members that bring di-
verse thinking, ideas, and urgency into
the strategic planning processes for
acute care interventions thatyield de-
monstrable gains in health status of poor
and vulnerable populations in neighbor-
ing communities. Theseleaders can also
focus on population health, disease man-
agement pathways, extraordinary pa-
tient experience maps, and entrepre-
neurial program marketing.
Establish a “collective impact council”
with diverse community leaders dedi-
cated to interventions to address social

P

¥

determinants of health to disrupt health
disparities in economically disadvan-
taged populations and encourage eco-
nomic development with jobs, housing,
and food security as outlined in the Fos-
ter McGaw Award experiences.”

Establish a “youngleaders strategic vi-
sioning council” thatis demographical-
ly diverse and meets twice a year to envi-

P

¥

sionideal characteristics of the health sys-
tem of 2025. They can explore creative
ways to address health disparities as well
asbe considered as future board members.
« Investin community engagement pro-

gramming, with demographically di-

verse planning processes:

» Establish periodic “strategic design
studios” that provide new ways to gov-
ern and celebrate cross-community cel-
ebrations as creative opportunities for
diverse community segments to engage
in planning that borrows from inter-dis-
ciplinary and inter-ethnic groups that
embrace “design thinking”™
Revisit the process of the “community
plunge” in which eclectic groups from the
community of all ages, genders, econom-

P

¥

ic class, and ethnic backgrounds interact
to define needs and creative solutions.”

Conduct multi-media focus groups and
“town hall conversations” that help in-
form the work and agenda of the hospital
and health system governing boards for

»

¥

the coming two to three years. These di-
verse gatherings are also expected to help
surface candidates for servicein councils,
board committees, and the board itself*®

How can your governing bodies apply some
of these strategies to enhance the diversity
and effectiveness of your board composi-
tion profiles?

13 Center for Healthcare Governance, “Learning
on Governance from Partnerships that Improve
Community Health,” Advances in Health Care
Governance Series, February 2016.

14 Andy Hagerman, “Spotting the Patterns: 2017
Trends in Design Thinking’ Stanford Social
Innovation Review, October 2017.

15 See: http://bit.ly/2AGTgOW.

16 American College of Emergency Physicians,
“Chapter Guide to Organizing, Planning and
Executing a Town Hall Meeting,” August 2013.


http://bit.ly/2AGTgOW.

Exhibit 6. Background of the Organization’s Chief Executive and Board Chair (All Respondents)

Board Chair

CEO

Overall

System

Independent

Subsidiary

Government

B Other non-clinical/non-healthcare
B Non-profit/not-for-profit

M Business/finance
m Other clinical expertise
B Nurse

H Physician
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.3%

M Physician
B Nurse

B Other Clinical Expertise

M Business/Finance

B Non-Profit/Not-for-Profit

B Other Non-Clinical/Non-Healthcare

7.2% 3.1%

6.4% 289%

7.4% 4.0%
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Exhibit 7. Background of the Organization’s Board Chair
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Participation on the Board

Summary of Findings

® President/CEO:
» Voting board member:
48% (up from 46% in 2015)
» Non-voting board member: 18% (up
from 17% in 2015)

® Chief of staff:
» Voting board member: 33% (down
from 34% in 2015)
» Non-voting board member: 15%
(down from 16% in 2015)

® 9% of respondents have a chief of
staff as a voting board member and
a CEO that is either a non-voting
member or not a board member
(down from 12% in 2015).

Respondents told us about executive and
medical staff participation on the board—
as voting or non-voting members, and as
non-board members who regularly attend
board meetings (see Exhibit 9 on the next
page). Board participation (voting vs.
non-voting and non-members regularly
attending board meetings) has remained
generally the same overall since 2011.
Forty-eight percent (48%) of respondents
have an ex officio voting CEO on the board (vs.
46% in 2015). Health systems and subsidiaries
again have the highest percentage of voting
CEO board members (74% and 63%, respec-
tively). In contrast, government-sponsored
hospitals have the lowest percentage of voting
CEOboard members (10%). For alarge majority
of government-sponsored hospitals (70%),
the CEO is not a board member but regularly
attends meetings. (See Exhibit 9a on page 16.)

The chief of staff is a voting board
member for 33% of respondents this year
(down from 34% in 2015). Subsidiary hospi-
tals are most likely to have a voting chief of
staff on the board (45%), and government-
sponsored hospitals are the least likely
(11%), but the chief of staff regularly attends
board meetings for 52% of government-
sponsored hospitals.

Health systems are the least likely com-
pared to other types of organizations

to have a chief of staff at the system
level (56% vs. 86% overall). In contrast,
94% of government-sponsored hospitals
and 89% of subsidiaries have a chief of
staff.

Exhibit 8. Limits on the Maximum Number of Consecutive Terms
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There has been a significant increase in
the percentage of respondents with certain
C-suite positions serving on the board;
also there has been an increase in the
prevalence of organizations having a CFO,
CNO, compliance officer, and VPMA/CMO
(see Table 10 on the next page). (See the

Appendix for a breakdown by organization
type and size.)

We have seen a significant increase over
the years in respondents with an owned or
affiliated medical group or physician enter-
prise (45% in 2017 and 48% in 2015, up from
33% in 2013 and 26% in 2011; 64% of systems

22% have a representative from this group
as a voting member of the board.

Of those organizations that are spon-
sored by a religious entity (12% of respon-
dents), 63% have a representative from
the religious sponsor as a voting member
of the board.

have a physician group this year). Of those,

Exhibit 9. Participation on the Board (All Respondents)
(Includes only organizations where specific job titles apply.)

M Voting board member M Non-voting board member B Non-board member; regularly attends meetings " Non-board member; doesn't attend meetings

President/CEO (N=413) 47.7% 18.2% 34.1%

2.6% 9.0% 85.4% 3.0%

22% 9.7% 85.9% 2.2%

9.4% | 10.5% 69.2% 10.8%

33.0% 15.2% 36.1% 15.8%

Chief nursing officer (N=391) PRE/IVACYZ) 74.2% 15.6%

e | | | | |

Chief information officer (N=28§) 4.5% 31.5% 64.0%

Chief operating officer (N=233)

Chief financial officer (N=412)

VPMA/CMO (N=286)

Chief of staff (N=349)

18% 5.8% 64.4% 28.0%

.0%4.3% 37.2% 58.6%

7.7% 2.4% 3:8% 86.1%

11.5% 7.1% 15.9% 65.5%

22.0% 7.0% 14.0% 57.0%

16.6% 4.6% 30.4% 48.4%

Legal counsel (N=275)

Compliance officer (N=374)

Past president of hospital medical staff (N=275)

President-elect of hospital medical staff (N=296)

Representative of an owned or affiliated medical group or physician enterprise (N=186)

Representative of an affiliated philanthropic foundation (N=217)

Representative of a religious sponsor (N=93)

0% 10%  20% 30% 40% 50%  60% 70% 80%  90%  100%
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Board Meetings

Summary of Findings

® Most boards (59%) meet 10-12 times a
year (91% of government-sponsored hos-
pital boards meet 10-12 times per year).

® 57% of responding organizations’
board meetings are two to four hours;
36% are less than two hours.

® 77% of responding organizations use a
consent agenda at board meetings (up
from 75% in 2015 and 71% in 2013).

® 74% have scheduled executive
sessions (up from 65% in 2015); of
these, 62% said executive sessions
are scheduled for all or alternating
board meetings.

® 89% said the CEO attends scheduled
executive sessions always or most
of the time; 44% said physician/clini-
cian board members attend scheduled
executive sessions always or most of
the time (compared with 41% in 2015).

® On average, 66% of board meeting
time is devoted to hearing reports from
management and committees and
reviewing financial and quality/safety
reports; 24% to discussing strategic
issues/policy (down from 26% in 2015
and 33% in 2013); and 12% to board
education (up from 11% in 2015, but
down from 17% in 2013).

® 46% of responding organizations have
annual board retreats; more than
three-quarters of respondents invite
the CEO, CNO, CFO, and other C-suite
executives to attend. Over half invite
the CMO and just under half invite
the medical staff physicians to attend
board retreats.

Board Meeting Frequency

and Duration

Most boards continue to meet from 10 to
12 times per year (59%, down from 62% in
2015). (See Exhibit 10 on the next page.)
Meeting duration is around the same this
year; it tends to be concentrated in the
two- to four-hour range (57%, down slightly
from 63% in 2015) and the next largest
group meets for less than two hours (36%).

Exhibit 9a. Chief Executive Is a Voting Board Member 2017 vs. 2015
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Table 10. Frequency of Position and Board Participation 2017 vs. 2015

% of respondents

with this position

% of respondents noting
presence in boardroom

% of respondents noting
board member
(voting and non-voting)

2017 2015
CFO 98.8% 96.9%
CNO 94.9% 92.1%
Compliance Officer 90.8% 88.9%
Legal Counsel 66.4% 73.7%
clo 70.5% 72.9%
VPMA/CMO 69.4% 65.0%
€00 56.3% 59.9%

2017 2015 2017 2015
97.8% 96.2% 11.9% 9.3%
84.4% 84.4% 10.2% 8.9%
41.5% 43.2% 4.3% 1.6%
72.0% 65.9% 7.6% 5.7%
36.0% 35.6% 4.5% 2.7%
89.1% 89.1% 19.9% 13.4%
97.0% 93.4% 11.6% 11.3%

(See the Appendix for detail on meeting

frequency and duration.)
Some differences by organization type

include:

¢ 34% of system boards and 32% of subsid-
iary boards meet quarterly.

» 61% of government-sponsored boards
meet monthly.

¢ 40% of independent boards and 39% of
government-sponsored boards meetless
than 2 hours.

¢ 15% of system boards meet four to six
hours.

Consent Agenda and

Executive Session

Three-quarters of respondents said the
board uses a consent agenda (77%, which
has risen steadily from 62% in 2007). (See
Exhibit 11 on page 18.) The percentage
of respondents with scheduled executive
sessions has risen from 65% to 74%. (See
Exhibit 12 on page 18.) Since 2009, most
respondents continue to schedule execu-
tive sessions after or before every board
meeting.
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This year’s analysis shows that there is

a relationship between using a consent
agenda and boards that generally spend
more than half of meeting time discussing
strategic issues.

We asked who typically attends scheduled
executive sessions. Eighty-nine percent
(89%) of respondents with scheduled execu-
tive sessions said the CEO attends always
or most of the time (up from 84% in 2015);
44% said clinician board members attend
always or most of the time (up from 41% in
2015, but down from 58% in 2013); and 35%
said legal counsel attends always or most
of the time (about the same as 2015). (See
Exhibit 13 on page 19.)

Board Meeting Content

Boards continue to devote more than half
of their meeting time to hearing reports
from management and board committees.
This percentage increased from 63% in 2015
to 66% in 2017). (The breakdown this year
is 24% of board meeting time receiving
reports from management, committees,
and subsidiaries; 20% reviewing finan-
cial performance; 21% reviewing quality of
care/patient safety metrics; 24% discussing

W 2 orless/year W 4/year (quarterly)

Overall
System
Independent | 3% 7.4% 13.4% 4.4%
Subsidiary
Government

M 6/year W 7-9/year

strategy and setting policy; and 12% on
board member education).

However, meeting time spent discussing
strategy/setting policy has gone down
overall (24% vs. 26% in 2015 and 33% in
2013). Also, just as in 2015, time spent on
board member education is down from 17%
in 2013. (See Exhibit 14 on page 19.)

Percentage of meeting time spent in these
categories was fairly consistent this year
across organization type. System boards
spend the most amount of time on strategy
and policy (31%), and subsidiary hospitals
spend the most amount of meeting time on
board member education (15%).

Overall, it appears that boards still have a
ways to go to bring about the recommended
shift in board meeting content as there has
not been significant movement in this area
since 2005, and in fact the data is showing
a decline in the amount of board meeting
time spent on strategy this year, with 90% of
the responding organizations spending 40%
or less of the time during their board meet-
ings on strategy, compared with 86% in 2015
and 74% in 2013 (see Exhibit 15 on page 19).
We emphasize this because our previous
research has shown a significant posi-
tive correlation for all organization types
between spending more than half of the
board meeting time (over 50%) discussing

Exhibit 10. Number of Board Meetings Per Year

M 10-11/year

M 12/year (monthly)

strategic issues and respondents rating
overall board performance as “excellent.”

We recommend that boards spend more
than half of their meeting time on strategic
discussions due to the continued statistical
relationship the data shows between the
amount of time devoted to strategic discus-
sion and overall board performance. For
boards that indicate they generally spend
more than half of meeting time discussing
strategic issues, there is a greater tendency
to indicate that overall board performance is
excellent. “Strategic discussions” include is-
sues around finance and quality (and other
mission-critical issues) that require decision

making of a strategic nature.

Board Retreats

This year we asked how often organizations
schedule board retreats and who typically
attends them (other than board members).
Across all organization types, most respon-
dents have an annual board retreat. The CEO
and other C-suite executives (not including
the CMO) are most likely to attend in addi-
tion to board members. Health systems are
more likely than other types of organizations
to invite the CMO and governance support
staff. (See the Appendix for more detail.)

® More than 12/year

0% 10% 20%

30% 40% 50% 60%

80% 90% 100%
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Exhibit 11. Use of Consent Agendas since 2009
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Exhibit 13. Who Attends Scheduled Executive Sessions (Always and Most of the Time)

HCEO M Clinical board members financially affiliated with the organization M Legal counsel W Other management
97.8%

100% 95.1%

90%
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70%

60%

50%
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30%
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10%

0%
Overall System Independent Subsidiary Government

Exhibit 14. Average Percentage of Board Meeting Time Devoted to Reports, Strategy, and Education

M Receiving reports from management and board committees M Reviewing financial performance
M Reviewing quality/patient safety metrics ™ Discussing strategy and setting policy

M Board member education

Overall
System
Independent
Subsidiary

Government
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Exhibit 15. Percentage of Board Meeting Time Spent on Strategy/Policy
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The Essence of Good Governance:
Setting and Monitoring Effective Strategy and Policy

Guy M. Masters, M.P.A., Principal, Strategic Advisory Services, Premier, Inc.

OW MUCH MEETING TIME DOES
your board spend discussing
strategy and policy issues?
Is this amount of time too
little, too much, or about right
for your organization? The Governance
Institute has long advised that a board
should spend 50% or more of its discussion
time on strategy and policy-setting matters.
(One Governance Institute Advisor recently
suggested in a conference presentation
that the ideal standard in today’s environ-
ment should be 80%!) Is a 50% benchmark
unrealistic to expect from a board, given
the demands of so many pressing agenda
issues?

Why a Board Should Spend
More Time Discussing

Strategy and Policy Issues

Are there potential benefits that your board
would realize if the amount of time spent
on strategic and policy-setting issues could
be increased by 5, 10, 15% or more? Are
these benefits worth the effort required
to consider changing the format, struc-
ture, agendas, topics, reports by commit-
tees and management that could result
in more effective use of board meeting
time? Previous research by The Governance
Institute has shown a significant posi-
tive correlation for all organization types
between spending more than half of the
board meeting time discussing strategic
issues and respondents rating overall board
performance as “excellent.”

In this area the analysis shows what may
seem like counterintuitive results. This year,
most survey respondents (90%) admit to
spending 40% or less time during board
meetings on strategy and policy issues. In
fact, meeting time spent on these areas has
gone down overall to 24% average among
all respondents.

A surprising aspect about this data is the
trend line. In the 2013 survey respondents
reported spending 33% of meeting time on
strategy and policy; in 2015 the number
dropped to 26%, with a further decline
to the 24% mark in 2017. Does this seem
counterintuitive?

In times of turmoil, disruption, uncer-
tainty, and industry change, it would
seem that discussion about future direc-
tion, impacts of market shifts, reim-
bursement decline, alternative payment
models, mergers and affiliations, regula-
tory changes, disruptive innovation, and
many other factors would lead boards to
spend significantly more time discussing
the strategic and policy implications for the
organization. Again, are there incremental
marginal benefits to a board’s effectiveness
and positive impact on the organization

from making changes to devote greater
focus and time in these essential areas?

Finding Time for Strategic
Board Discussions

An interesting correlation surfaced in
this year’s analysis regarding the value
of spending more time on strategic and
policy issues. Boards that do spend more
than half of meeting time on these issues
use consent agendas. If your board is using
consent agendas but does not approach a
50% strategic discussion level, examine the
number of reports that are made during a
typical meeting. Are the reports concise,
focused, succinct summaries of informa-
tion, with clear “actions required” that can
be addressed and acted on? Are they deliv-
ered by management (usually preferred), by
aboard member, or a mix? Which have you
found to be most efficient and effective?
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Board Committees:
To Be, or Not to Be
Certainly the work of the board is accom-
plished through the work that is done in
committees. We recommend that a regular
(annual) assessment be made of board
committees and sub-committees to deter-
mine if there is a significant value to each
one’s continuing, or be considered for elimi-
nation. Helpful questions in the assessment
of board committees include:

« How many board committees and sub-
committees are there?

« What subject areas are covered, and what
is the specific rationale for having a com-
mittee for these subject areas?

« When was the last time a committee was
eliminated or even considered for such an
action?

« Does each committee provide an annual
assessment and overview of past-year ac-
tivities and accomplishments toward
achieving the organization’s mission and
strategic plan?

o Does the board provide to each commit-
tee an annual refreshed and refocused
outline of performance expectations for
the next year?

« Isthe committee appropriately focused on
governance issues versus operations and
management related responsibilities?

Some organizations have revisited their
approach to a standing strategic plan-
ning committee. A few approaches we've
seen are to combine finance and strategy
committees into a single group. Others
have eliminated the strategic planning
committee and brought its responsibilities
and activities up to the board level so that
all board members are directly involved
in strategic discussions. Some organiza-
tions activate an ad hoc strategic planning
committee when it is time to once again
begin their formal strategic plan update
or development process. Whatever model
you choose, it is important to periodically
assess the structure to ensure that suffi-
cient time and attention are being placed
on strategy and strategic-level discussions
at most board meetings.

“The goal of strategic discus-
sions during board meetings
andretreatsis to create agener-
ative dialogue among board
members for a sustainable,
successful future in support
of the organization’s mission,
and then creating a dynamic
strategic plan with which to
hold the management team
accountable to achieve it.”
—Guy M. Masters, M.PA.

Finding Time in Other Places
Board Size: Many organizations are trans-
forming elements of their governance model
in order to streamline and fine-tune their
board structure and processes. Smaller
boards are being considered to be more effi-
cient, effective, and decisive. Boards are also
revisiting and updating their approaches
to recruiting directors based on specific
competencies that are now (and will be)
required for future success, sustainability,
and resiliency. Is your board addressing
evolving future competency and talent
needs for director positions?

Board Agendas: In order to increase
time spent on important strategy and
policy-related discussions, evaluate and
update your board agendas to make sure
they support and drive toward efficiency,
economy, accountability, fiduciary over-
sight, and visionary strategic thinking in
support of the organization’s mission. Can
reports be further streamlined, ensuring
generative discussions around strategic
implications of recommended actions and
decisions?

Strategic Discussions:

Finance, Quality, and
Mission-Critical Issues

Strategic conversations that board
members should be having on an ongoing
basis are sometimes deferred to an annual
planning retreat. (As a reader of this
report, you may have already seen the data
showing that only 46% of reporting orga-
nizations hold an annual board retreat.)

Strategic and policy-related discussions
are essential to have embedded in regular
board meeting agendas as well as at
retreats. This does not mean that the
strategic plan needs to be reviewed at
every board meeting; what it does mean is
boards should be having deep, generative
discussions regarding strategy, finance,
quality, and other mission-critical issues at
every board meeting, rather than spending
most of the meeting time listening to
reports from management. Some topics
that we've seen discussed include:

+ “What keeps you up at night?” discussion
by the CEO.

« Implications of national, state, and local
changes, regulations, payment methods,
care models, economic events, alliances,
new providers, consumerism, etc.

o Potential market changes and theirimpact
(e.g., competitor activities, alliances/merg-
ers, payer activities, employer activities,
retail, other).

« How the environmental changes listed
above may impact the strategic plan and
if changes should be made as a result.

« Asimplementation of a strategic plan pro-
gresses, assessing actual financial perfor-
mance relative to budget and return on
investment for new initiatives as well as
important service lines.

« Disruptive technologies and innovations
and their economic and strategic implica-
tions.

« Scenario planning (“What if..”” discus-
sions).

o Five-year financial plan (sensitivity model-
ing of strategies and scenarios).

« Seven- to 10-year visioning exercises (im-
pacts for governance, infrastructure, work-
force, partnerships, other).

The goal of strategic discussions during
board meetings and retreats is to create a
generative dialogue among board members
for a sustainable, successful future in
support of the organization’s mission, and
then creating a dynamic strategic plan
with which to hold the management team
accountable to achieve it.
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Board Committees

Summary of Findings

® 4.9% of the respondents do not have
board committees (slightly less than
2015).

® Average number of committees is
7.13 (lower than 2015 but more than
2013).

® Median: 7

® Most prevalent committees (more than
50% of respondents): finance (81%),
quality/safety (77%, up from 74% in
2015), executive (75%), executive
compensation (60%), governance/nomi-
nating (59%), and strategic planning
(52%). Audit/compliance was on this
list in 2015 with 51% of respondents
having this committee; this year only
38% reported having this committee.

® The compliance committee shows the
most dramatic increase in prevalence
(48% this year vs. 28% in 2015).

® This year we added a population
health/community health improvement
committee (separate from community
benefit) to discern to what degree orga-
nizations are treating this as a priority
at the board level. 18% of respondents
overall have this committee; 9% of
health systems and 20% of subsidiary
hospitals have such a committee. Over
time we anticipate that organizations
will combine community benefit with
population health/community health
improvement into one committee, and
will track that movement in future
surveys.

Most respondents (95%) noted their board
has one or more committees. Health
systems, independent hospitals, and subsid-
iary hospitals have the most committees
(median of 7) but the number of commit-
tees is basically the same across organi-
zation types, in contrast with 2015. (See
Exhibit 16 on the next page.)

Overall, there has been little change in
the prevalence of specific types of board
committees; however, we do see a signifi-
cant increase in the prevalence of the
compliance committee, and a steady
increase in the prevalence of the quality/
safety committee.

In 2015 there seemed to be some board
committee movement away from subsid-
iary hospitals and towards health systems.
In comparison, this year there are some
differences depending upon committee.
Examples include:

* 67% of systems have an executive committee,
compared with 82% of subsidiaries (these
frequencies are almost reverse from 2015).

o 87% of systems have a finance committee
vs. 71% of subsidiaries (similar to 2015).

» 28% of systems have an audit/compli-
ance committee vs. 41% of subsidiaries
(in 2015 systems were more likely to have
this committee compared with subsid-
iaries).

« Incontrast, 71% of systems have a compli-
ance committee this year vs. 37% of sub-
sidiaries.

» 68% of systems have an executive compen-
sation committee vs. 47% of subsidiaries.

» 4% of systems have a physician relations
committee vs. 15% of subsidiaries.

» 51% of systems have an investment com-
mittee vs. 30% of subsidiaries.

* 18% of systems have a community benefit
committee vs. 29% of subsidiaries.

Both systems and subsidiaries were signif-
icantly less likely than independent and
government-sponsored hospitals to have a
facilities/infrastructure/maintenance com-
mittee.

Table 11 on the next page shows the
prevalence of board committees since
2011 (most prevalent committees for 2017
listed first). For detail by organization
type and size (both committee preva-
lence and meeting frequency), refer to
the Appendix.

The Quality Committee

The quality committee is the only
committee for which we consider it a best
practice for all organizations to have a
standing committee of the board, regard-
less of organization type or size (primarily
due to the amount of work involved in
measuring and reporting on quality, and
also holding management accountable
for implementing actions to improve it).
The number of organizations reporting a

board-level quality/safety committee is
higher in 2017, and especially for subsid-
iaries and government-sponsored hospi-
tals. Comparisons by organization type
can be found in Table 12 on the next page.

Quality committees continue to meet
primarily monthly (for 46% of respon-
dents); 19% meet bimonthly and 30% meet
quarterly (very similar to 2015). Subsidiary
quality committees meet either monthly
(39%) or quarterly (36%).

The Executive Committee
Seventy-five percent (75%) of respon-
dents said their board has an executive
committee (up from 72% in 2015), and
this committee meets “as needed” for
45% of those respondents (down from
53% in 2015). For more than half of those
with an executive committee, respon-
sibilities include emergency decision
making (60%), decision-making authority
between full board meetings (59%), and
advising the CEO (58%). (For detail, see
the Appendix.)

This committee is more likely to have full
authority than in 2015 (40% of respondents
this year indicated the committee has full
authority to act on behalf of the board on
all issues, up from 36%). A few distinctions
by organization type include:

« System boards have the highest percent-
age of respondents indicating full author-
ity of the executive committee (52%).

» Executive committees of government-
sponsored hospitals have the least amount
of authority (22% have full authority; 49%
said all executive committee decisions
must beratified by the full board, and only
34% have decision-making authority be-
tween full board meetings).

VN
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Overall
System
Independent
Subsidiary
Government
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Committee Meeting Frequency Table 11. Prevalence of Board Committees (All Respondents)
This year, there were fewer similari- Committee 2017 2015 2013 2011
ties regarding meeting frequency for _
. . Finance 81% 84% 76% 76%
the major committees. Table 13 shows
the most common meeting frequencies Quality and/or Safety 7% 74% 7% 2%
(50% of respondents or higher). (Please Erecutive 5% - - 8%
note that for some of the less prevalent
committees—all those in the table except Executive Compensation 60% 66% 60% 56%
Jor finance, the sample sizes are very low, Governance/Nominating 59% 72% 7% 73%
as indicated in the Appendix.) For the other
committees, meeting frequency varies Sl PRI e Do Do e
more randomly. Compliance 48% 28% 33% 31%
For detail on committee meeting
. . Investment 44% 40% 35% 36%
frequency overall, by organization type,
size, and AHA designation, see the Audit/Compliance 38% 51% 34% 30%
Appendix. .
Audit 38% 33% 32% 32%
Joint Conference 34% 35% 40% 39%
Facilities/ Infrastructure/Maintenance 27% 23% 25% 25%
Community Benefit 24% 26% 18% 20%
Human Resources 25% 22% 20% 22%
Physician Relations 22% 21% 19% 17%
Construction 17% 17% 9% 16%
Population health/community health investment 18% NA NA NA
Government Relations/Advocacy 14% 13% 9% 11%
Table 12. Organizations with a Board Quality Committee
2017 2015 2013 2011 2009
Overall 7% 74% 7% 2% 70%
Systems 82% 84% 85% 74% 78%
Independent Hospitals 2% 80% 80% 74% 74%
Subsidiary Hospitals 87% 81% 86% 7% 76%
Government-Sponsored Hospitals 66% 58% 60% 62% 53%
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Exhibit 17. Responsibilities of the Executive Committee (All Respondents)
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Exhibit 18. Level of Authority of the Executive Committee

B Full authority: the executive committee can act on behalf of the board on all issues

M Some authority: the executive committee can act on behalf of the board on some issues (e.g., executive compensation), but not all issues
M All executive committee decisions must be ratified by the full board
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Table 13. Most Common Committee Meeting Frequencies

Committee Meeting Frequency Highest Percentage of Meeting
(% of all respondents) Frequency by Organization Type
Government Relations/Advocacy As needed (84%) Government (94% as needed)
Construction As needed (82%) Government (88% as needed)
Joint Conference As needed (63%) Subsidiaries (75% as needed)
Physician Relations As needed (55%) Subsidiaries (70% as needed)
Finance Monthly (54%) Government (68% monthly)

Facilities/ Infrastructure/Maintenance As needed (54%) Subsidiaries (83% as needed)
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Board Member Compensation

Summary of Findings

® 12% of respondents said their
board chair is compensated (up one
percentage point from 2015), and 62%
of these said compensation is less
than $5,000, which has remained level.

® 11% compensate other board officers,
and 8% compensate board committee
chairs, but the vast majority compensate
these positions for less than $5,000.

® 11% said other board members are
compensated, not including committee
chairs and other officers (remaining
steady from 2015), and 63% of these
said compensation is less than
$5,000 (again remaining steady).

® There was a significant decrease in the
percentage of systems that compen-
sate board members (9% in 2017
compared with 18% in 2015; however
there were fewer of the largest
systems—2000+ beds—responding to
this year’s survey).

® Government-sponsored hospi-
tals are more likely to compensate
board members than other types of
organizations.

Overall, the trend shows that board
member compensation remains flat and
the amount of compensation remains low
(less than $5,000). There was a decrease in
the percentage of systems that compen-
sate board members and an increase in the
percentage of independent hospitals that
compensate board members this year. (See
Exhibit 19.) Compensation for the board
chair has essentially remained constant
since 2011 (11-12%). Government-sponsored
hospitals are the most likely to compensate
the board chair, although this percentage
has been stable or lower than in previous
years (see Table 14).

A significant majority (79%) of respon-
dents said board chair compensation is
less than $10,000 per year; compensa-
tion for other board members is generally
less than $5,000. We also asked whether
boards compensate board officers (1%,
about the same as 2013 and 2015) and
board committee chairs (7.7%, down from

8.6%). Compensation for board officers was
less than $5,000, and compensation for
committee chairs was also primarily less
than $5,000. (For detail, see the Appendix.)

Annual Expenditure for
Board Member Education

Summary of Findings

® 27% of respondents spend $30,000
or more annually for board education
(down from 31% in 2015).

® 6% said they don’t spend any money
on board education (up from 2.6% in
2015).

® Health systems generally spend more
for board education than other types of
organizations (36% of systems spend
$50,000 or more; 29% spend over
$75,000).

® Again this year, government-sponsored
hospitals spend the lowest dollar
amount for board education (54%
spend under $10,000).

® Board education is most often deliv-
ered during board meetings; publica-
tions are the second most common
delivery method (for all types of orga-
nizations; this has remained the same
as in 2015).

® The most popular internal board educa-
tion topics remain legal/regulatory,
quality/safety, and industry trends and
implications.

This year, the data analysis showed that
for boards spending $30,000 or greater on
board education, there is a greater tendency
to indicate strong agreement to the ques-
tions in the board culture section of the
survey. (In 2015 there was also a relation-
ship between spending $30,000 or greater
on board education and the tendency to
indicate board performance of the fidu-
ciary duties and core responsibilities as
“excellent””) Thus it is promising to see that
boards are spending more on education
compared with previous years; however
there is still room for improvement, espe-
cially for government and subsidiary hospi-
tals, which tend to spend the least amount
compared to systems and independent
hospitals.

-
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Exhibit 19. Percentage of Organizations that Compensate Other Board Members
(Excluding chair, other officers, and committee chairs.)
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Table 14. Percentage of Organizations that Compensate the Board Chair

2017 2015 2013 2011 2009
Overall 12.2% 11.1% 11.8% 12.0% 9.6%
Systems 10.6% 18.0% 17.5% 21.3% 12.7%
Independent Hospitals 12.8% 6.5% 5.8% 5.2% 4.7%
Subsidiary Hospitals 6.6% 4.9% 6.2% 7.1% 5.3%
Government-Sponsored 18.3% 17.8% 23.5% 22.9% 19.1%
Hospitals

Exhibit 20. Approximate Total Annual Expenditure for Board Education

uS0 $1-$9,999 m $10,000-$19,999 = $20,000-$29,999 H $30,000-$49,999 = $50,000-$75,000 = >$75,000

41.2% 15.4% 10.2% 12.6% 7.1% 7.6%

Overall 5.9%

System  HOHOFZ) 21.4% 14.3% 14.3% 14.3% 7.1% 28.6%

16.8% 8.9% 11.9% 6.6% 5.3%

Independent NGRS 44.9%

Subsidiary 8.0% 38.7% 10.7% 13.3% 14.7% 9.3% 5.3%

Government 7.0% 53.9% 15.7% 6.1%  7.0% 7.8% 2.69
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Exhibit 21. Delivery of Board Education

B During board meetings B Board education retreats | Off-site conferences  Webinars/online education M Publications
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Exhibit 22. Topics Covered for Internal Board Education

M Legal/regulatory M Quality/patient safety M Reimbursement and "drivers" of financial performance ™ Industry trends and implications M Organization's role in changing delivery system ™ Other
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Use of Board Portal or Exhibit 23. Most Important Benefit of Board Portal or Similar Online Tool

Similar Online Tool

Summary of Findings

® 73% of respondents use a board portal
or are in the process of implementing
a board portal or similar online tool for
board members to access board mate-
rials and for board member communi-
cation (about the same as in 2015).
Specifically, 66% of respondents in
2017 already use a board portal,
and another 7% are in the process of
implementing a portal.

® 98% of health systems are using or in
the process of implementing a board
portal; and 88% of subsidiary hospi-
tals are in this category (the two types
of organizations most likely to use a
board portal).

® 42% said the most important benefit 1
of using a board portal is the reduction
of paper waste and duplication costs.
Thirty-one percent (31%) said the most
important benefit is that it enhances
board members’ level of preparation
for meetings.

This year’s analysis shows that 75% of
all respondents that use a board portal
strongly agree or agree with the questions
in the board culture section of the survey.

® 66% of respondents provide board
members with laptops or iPads to access
online board materials, which has trended

H Other

M Provides no perceived benefit

™ Enhances communication among
board members between
meetings

M Saves time

® Enhances board members' level
of preparation for meetings

W Reduces paper waste/duplication
costs

steadily up from 30% in 2011.

Exhibit 24. Use of Board Portal or Similar Online Tool Since 2011

m 2017

W 2015

m 2013

w2011

Overall 53.2%

System
Independent
Subsidiary
Government

91.3%
92.0%

0% 10% 20% 30% 40% 50% 60% 70% 80%

90% 100%
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Accountable Care Organizations

Summary of Findings

® 55% of respondents are participating
in an ACO or similarly structured clini-
cally integrated network (up from 47%
in 2015).

® Health systems and subsidiary hospi-
tals are more likely than others to be
participating in an ACO (79% and 63%
respectively).

® Most respondent ACOs are health-
system owned (44% overall; 76%
for health systems, 63% for subsid-
iaries, 33% for independent hospitals,
and 28% for government-sponsored
hospitals).

® There was a significant increase in
government-sponsored hospitals partic-
ipating in an ACO (38% of respondents,
up from 27% in 2015).

B Health system-owned
¥ Hospital-owned
™ Physician group-owned

This is the second year we are reporting on
ACO (or other similarly structured clinically
integrated network) participation, size,
and ownership type. As in 2015, we did not
require respondents to specify whether
they were participating specifically in a
Medicare ACO, but any type of arrangement
with public or private payers that would be
considered an ACO or similar model.

More than half (55%) of the respon-
dents are participating in an ACO model
of some type. The majority of ACOs are
health system owned (44%); the second
largest percentage overall is a joint venture
between two or more entities (18%). A few
are hospital-owned or an independent
entity (11% and 8% respectively); only 0.6%
are owned by an insurance company (down
from 2.6% in 2015) and 3.6% are owned by a
physician group. (See Exhibit 25.) The size
of the covered patient population is gener-
ally large (more than 50,000 people) for all
types of organizations; however, a sizeable
percentage of respondents cover 20,000 or
fewer in their ACO. (See Exhibit 26.)

Exhibit 25. ACO Ownership Structure (N=168)

M Joint venture between two or more entities

B Independent entity
M Other

B Ownership between two or more entities

B Insurance company-owned

80%

76.0%

70%

60%

50%

40%

30%

20%

10%

0%

Overall

4.0% 0.0%
.0%z0.0%

System Independent

A% 3.1%
0.0%_0.0%

Subsidiary

3.4%

Government

0.0% 0.0%
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Exhibit 26. Size of Covered Patient Population under the ACO (N=162)

M More than 50,000 people M Less than 10,000 people ® 10,000 to 20,000 people 20,001 to 30,000 people ® 30,001 to 40,000 people ™ 40,001 to 50,000 people

Overall 32.1% 17.9% 22.2% 14.2% 4.3% 9.3%

System 51.9% YR 14.8% 7.4% 11.1% 7.4%

Independent 22.6% 22.6% 26.4% 14.2% 3.8% 10.4%

Subsidiary 48.3% 10.3% 13.8% 20.7% 0.0% 6.9%

Government 25.0%

33.3%

20.8% 0.0% 8.3% 12.5%

0% 10% 20%

Board Culture

This is the third reporting year in which
we asked questions related to how well
the board communicates (both among its
own board members and with others), its
relationship with the CEO, effectiveness in
measuring goals and holding those respon-
sible accountable for reaching goals, and
other aspects of board culture—essen-
tially attempting to determine how well
the board is functioning in areas or aspects
that help contribute to overall board perfor-
mance of their fiduciary duties and core
responsibilities. We asked respondents to

30% 40% 50% 60%

state how strongly they agreed with a list of
13 board culture-related statements.

Exhibit 27 on the next page shows the
level of agreement by organization type for
the lowest scoring areas of board culture.
(See the Appendix for all of the aspects of
board culture we surveyed.)

Each individual statement regarding
board culture is important, but not indic-
ative of a healthy culture by themselves. As
such, we looked at these statements taken
together as a whole to use as areliable indi-
cator of a healthy board culture. To deter-
mine the degree of healthy board culture

70% 80% 90% 100%

overall (all statements combined), we calcu-
lated an overall average “letter grade” for
each type of organization, combining all
board culture statements (“strongly agree”
and “agree”) into one score (showing there
is room for improvement):

Overall: 87% or a B+

» Health systems: 93% or an A
Independent hospitals: 86% or aB
Subsidiary hospitals: 91% or an A-

» Government hospitals: 80% or a B-

Only 31 respondents (6.7%) reported that
they strongly agree with all 13 statements.
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Exhibit 27. Board Culture: Percentage of Respondents Who “Strongly Agree” or “Agree” (Lowest Scoring Areas)

The board is effective at setting appropriate short- and long-term goals for
management and physician leaders in accordance with the strategic plan.

The board has an effective system in place to
measure whether strategic goals will be met.

The board effectively holds management and physician
leaders accountable to accomplish strategic goals.

The board ensures appropriate physician/clinician involvement in governance.

Governance Trends

Again this year we asked boards what types
of structural changes to the board and
board-related activities they are doing to
prepare for population health management
and value-based payments. To determine
directional trends rather than reporting on
overall activity without any parameters on
timeframe, we asked respondents to indi-
cate any governance-level changes since
2015. Thus the responses this year indicate
whether any changes were made between
the last reporting year and this year. We
show comparisons for each reporting
period since 2013, the first year we asked
these questions.

Population Health Management
» 60% ofrespondents have added population
health goals (e.g., IT infrastructure and

M Overall

B System

M Independent
™ Subsidiary

M Government

65.8%

0% 20%

physician integration) to the strategic plan
since 2015. The same percentage reported
such changes from 2013-2015 as well. This
indicates that the majority of boards are
continuing to add new population health
goals to their strategic plan, rather than
sticking to the initial goals reported in 2013.
45% of respondents have not made any
changes to board structure since 2015 in
regards to population health management.
(47% indicated they had not made any
changes from 2013-2015.)

20% of respondents have added physicians
to the management team since 2015 to
manage population health (a similar per-
centage reported adding physicians from
2013-2015, indicating that physicians are
increasing in prevalence on management
teams for this purpose).

40%

60% 80% 100% 120%

» 1% ofrespondents have added physicians
to the board to help with population health
management, and 3.6% added nurses to
the board for this purpose since 2015.

o Very few organizations have added board
expertise in population health manage-
ment, predictive modeling, and risk man-
agement.

» Health systems again have shown the
most movement in adding physicians to
the board (30%) and to the management
team (43%). 74% of subsidiaries have add-
ed population health goals to the strategic
plan. In contrast, government-sponsored
hospitals are the least likely to have made
any changes in this regard. We hope to see
this trend increase as more government
hospitals participate in ACOs and similar
models.
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Bucking Tradition to Propel Progress

with Strong Board Culture

Mark Grube, Managing Director & National Strategy Leader, Kaufman, Hall & Associates, LLC

RADITION HAS A POWERFUL PULL.
Especially in times of rapid
change, we all feel the desire to
double down on tradition, espe-
cially when historical practices
have brought success. Governance prac-
tices are no exception. There is a reason that
the phrase “ifit ain’t broke, don't fix it” is so
popular. However, most industries are expe-
riencing a prolonged period of significant
disruption, healthcare very much included.

The core of disruption is to dismantle
traditional structures, practices, and busi-
ness models. Healthcare trustees and exec-
utives have a responsibility to be proac-
tive in questioning current practices at
a time when traditional healthcare reve-
nues are under downward pressure, tradi-
tional competitors are being challenged
by large new entrants, and technological
advances are beginning to undermine tradi-
tional means of patient care delivery and
engagement. In doing so, healthcare leaders
should not lose sight of a critical compo-
nent: tuning the engine that is driving the
ship. Routinely assessing board culture
and structures are equally as important
as mapping out broader organizational
objectives.

Steering the nation’s hospitals and health
systems in today’s era of widespread
industry disruption requires strong, effec-
tive, and efficient board leadership. In eval-
uating board culture as part of its biennial
survey, The Governance Institute seeks to
determine how well boards are functioning
in areas or aspects that contribute to overall
performance of their fiduciary duties and
core responsibilities, such as preparedness,
accountability, clinician involvement, and
alignment with organizational mission and
strategic goals.

An overall score on board culture of
87% in 2017 indicates that most boards

are high functioning. A closer look at the
results in comparison to previous years,
however, belies justification for compla-
cency. Survey results relative to board
culture suggest some potential declines
in functionality over the last several years.
Such a course will need to be reversed
if our nation’s legacy healthcare organi-
zations are to maintain relevance in an
uncertain future.

Trends to Watch
The section of the survey focused on board
culture encompasses 13 questions. Four
questions within the section have consis-
tently generated the lowest scores since
the topic was first introduced in 2013, and
scores on each of those have declined an
average of 4.4 percentage points in just the
last four years:

« On the question of the board’s effective-
ness in setting appropriate short- and
long-term goals for management and phy-
sicianleaders in accordance with the stra-
tegic plan, the overall score fell from 82.1%
in 2013 to 78.6% in 2017.

o Onwhether the board has an effective sys-
tem in place to measure progress on stra-
tegic goals, the overall score declined from
82.5% in 2013 to 79.2% in 2017.

« On the question of the board’s effective-
ness at holding management and physi-
cian leaders accountable to accomplish
strategic goals, the score dropped from
88.8% in 2013 to 84.6% in 2017.

o Lastly, on whether the board ensures ap-
propriate physician/clinician involve-
ment in governance, the score fell 6.5 per-
centage points, from 85.6% to 79.1%.

While overall scores on board culture—
including on these four specific indica-
tors—remain high, it will be important to
monitor performance over time to see if

the trends persist. Each of these questions
highlight important cultural components
that are vital to robust governance.

“The degree of change in
healthcare puts new demands
on boards and executive teams.
Attributes once highly valued
in healthcare governance—
such as stability, judicious-
ness, and incrementalism—are
becoming increasingly obso-
lete. Today, effective healthcare
boards must be agile, creative,
and foreseeing. Each of these
survey questions highlight
important cultural compo-
nents that are vital to robust
governance.’

—Mark Grube

The Need for Continuous Focus
To put the declines into some perspective,
consider what has been happening in the
U.S. healthcare industry since 2013: We have
seen continued turmoil surrounding the
Affordable Care Act and shifting federal
healthcare policy; declining payment
from commercial and government payers;
increasing price sensitivities; mounting
consumerism; evolving care delivery
models; and the rapid-fire introduction
and expansion of innovative competitors
from Smart Choice MRI, with its guaranteed
$600 scans, to CVS’ MinuteClinic, offering
convenient, low-cost primary care in loca-
tions within 10 miles of home for half of
Americans.

Amid all of these forces, the survey results
suggest potential early signs of weakening
of core aspects of the country’s hospital and
health system boards, when they very much
need to be headed in the opposite direction.
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The key for healthcare leaders is never
to lose sight of the need for continuous
improvement in governance. Hospital
and health system trustees and executives
should maintain focus on building strong
and cohesive board cultures. In doing so,
they should work together to periodically
assess and reevaluate the overall structure
and functionality of their primary over-
sight bodies.

Forward-looking hospitals and health
systems are assessing their organizational
role, size, scope, structure, capabilities, and
relationships. Organizations that histori-
cally have been slow to change will need
to be nimble. They will need to foster

innovation and build entirely new capabili-
ties, all while completely rebuilding their
cost structures.

This degree of change puts new demands
on boards and executive teams. Attributes
once highly valued in healthcare gover-
nance—such as stability, judiciousness, and
incrementalism—are becoming increas-
ingly obsolete. Today, effective health-
care boards must be agile, creative, and
foreseeing.

They should be smaller, rather than larger,
so that they can more efficiently commu-
nicate and deliberate key decisions. They
should include strong physician/clinician
leadership to ensure vital medical and

care-delivery insights, and bolster medical
staff buy-in. They should partner with exec-
utive teams in shaping organizational direc-
tion, rather than serving solely an oversight
function in the strategic planning process.
Perhaps most importantly, they should
effectively monitor and hold management
accountable for progress on strategic goals.

In summary, boards need to continuously
optimize how they function. They need to
serve as partners in propelling progress,
rather than impediments to change. The
nation’s hospitals and health systems do
not have the luxury of time—their evolution
must begin now—and boards and execu-
tive teams must be primed to lead the way.
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Exhibit 28. Changes in Board Structure Since 2013 in Regards to Population Health Management (All Respondents)

m2017 m2015 m2013

(Respondents selected more than one answer.)

59.9% 60.2%
_ 57.8%

19.6% 19.9% 20.9%

10.7% 9.1% 9.7% 8.2%

4.1% 6.0%

4% 4.0% 3 59,

1.9%2.6%1 79, 3.6%

Added population No change in board  Added physicians to  Added physicians to Other Added board members Added board members Added nurses to the
health goals (e.g., IT structure the management team the board with expertise in with predictive board
infrastructure and population health modeling and risk
physician integration) management management
to strategic plan expertise

Value-Based Payments

* 49% of respondents have not made any
changes to theboard or management team
since 2015 to succeed with value-based pay-
ments (this is down from 54% from 2013—
2015).

» 56% of respondents have added value-
based payment goals to strategic and fi-
nancial plans since 2015. (57% of respon-
dents added such goals to their plans from
2013-2015, indicating that new goals

continue to be added since thelast report-
ing period.)

15% of respondents have added physicians
to the management team to succeed with
value-based payments (about the same as
2015).

9% of respondents have added physicians
to the board, and 1.2% have added nurses
to the board to help with value-based pay-
ments.

v
-

-
-

—

o 68% of health systems and 74% of subsid-
iaries have added value-based payment
goals to strategic and financial plans; 23%
of systems have added physicians to the
board and 32% have added physicians to
the management team for this purpose.
8.5% of systems have added nurses to the
board. Again, government-sponsored hos-
pitals are the least likely to have made any
changes to the board or management with
regard to value-based payments.
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Exhibit 28a. Changes in Board Structure Since 2013 in Regards to Population Health Management by Organization Type

H Qverall

M Health System
M |ndependent
W Subsidiary

B Government

No change in board structure

Added nurses to the board

Added population health goals (e.g., IT infrastructure
and physician integration) to strategic plan

Added board members with expertise in population health management

Added board members with predictive modeling
and risk management expertise

Added physicians to the board

0% 10% 20% 30% 40% 50% 60% 70% 80%

Exhibit 29. Changes in Board Structure Since 2013 to Succeed with Value-Based Payments (All Respondents)
(Respondents selected more than one answer.)

m 2017
m 2015
m 2013
70%
60% 56.7% 58.3%

50%

40%

30%

16.2%
14.6%

20% 16.7%

8.8%°% 7% g50 7.6%

w 0% 6.2% .
0% 0.2% 5 9, 3.4% 370, 79, 31% 5:6%

2.2% 1.7% 129, 1.2%

0%
Added value-based No change in board Added physicians Added physicians ~ Added board Added board Other Added board  Added nurses
payment goals to structure to the management  to the board members with members with members with  to the board
strategic and team quality expertise in cost- predictive
financial plans improvement reduction modeling and risk
expertise strategies management

expertise
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Exhibit 29a. Changes in Board Structure Since 2013 to Succeed with Value-Based Payments by Organization Type

M Overall

M Health System
M Independent
W Subsidiary

B Government

31.9%

No change in board structure

Added nurses to the board

68.1%

Added value-based payment goals to strategic and financial goals 23,69
. o

Added board members with quality improvement expertise

Added board members with predictive modeling
and risk management expertise

Added board members with expertise in cost-reduction strategies

Added physicians to the board

Added physicians to the management team

Other

0% 10% 20% 30% 40% 50% 60% 70% 80%
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Healthcare Organization Governance is Evolving Slowly

in Response to a Transforming Business Model
Brian J. Silverstein, M.D., Managing Director, BDC Advisors

HE JOURNEY FROM FEE-FOR-SER-
vice (FFS) to value in health-
care is proceeding incrementally.
Rather than the tsunami-like
change or “leap” predicted three
to four years ago, most healthcare organiza-
tions are finding themselves uncomfortably
“in the middle,” with most of their revenue
still driven by traditional FFS transactions,
but with a substantial and incrementally
growing segment of revenue subject to
value incentives. Even what is considered
value-based or population health related
payment covers a wide spectrum, including:
« Fee-for-service payments with quality-
based incentives
o Shared savings arrangements
o Patient panel based payments for prima-
ry care
« Physician fee schedules linked to quality
measures
» Bundled payments for episodes of care
o Diagnosis Related Groups (DRGs) and re-
admission penalties
» Global budget or capitated payments
« Percent of premium arrangements
o Ownership of health plans

But the truth is that most healthcare
providers are beyond the point where
they can ignore the growing importance of
the shift. While payments may continue to

be administered on an FFS basis, the rate
of payment, and retroactive “true-up” of
incentives and penalties are affecting an
increasing proportion of revenue.

“While the transformation
from FFS to value and popu-
lation health continues, and
while most organizations
report increasing participa-
tion in ‘accountable’ network
arrangements, the survey indi-
cates that there is still ample
room for improvement in
boards’ preparedness for the
evolving healthcare payment
model.”

—Brian J. Silverstein, M.D.

This shift is apparent across payer segments.
Medicare, a significant payer for virtu-
ally all providers, is on a stated path to
50% of payments linked to value-based

initiatives by 2018, and the proportion of
Medicare beneficiaries now enrolled in
Medicare Advantage plans is nearing one-
third. All but three states have adopted
alternatives to traditional fee-for-service
for their Medicaid systems, with most now
contracting with managed care organiza-
tions (MCOs). While payments between
MCOs and providers are still largely FFS
based, providers and payers are increas-
ingly interested in providers assuming risk
for quality and cost. In the commercial
space, providers are increasingly recog-
nizing that healthcare costs for their own
employees are an important driver of
overall cost and quality. And commercial
health plans, in contracts with both physi-
cians and hospitals, are increasingly incor-
porating quality and cost incentives, and
are changing health plan benefit design to
incent consumers to be more cost conscious
in their use of services and selection of
providers. While there remains continuing
political uncertainty about the future of the
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Affordable Care Act, it is important to note
that virtually none of the repeal/replace/
reform proposals considered this year have
sought to change the provisions of the law
that are driving the shift from FFS to value.

For healthcare boards, these changes can
be daunting. The hospital and health system
business model is becoming increasingly
complex. Most healthcare organizations find
themselves significantly committed to the
physician business through the employment
of physicians and sponsorship of account-
able care organizations (ACOs) or clinically
integrated networks (CINs). Clinical quality
and patient satisfaction have long been
important dimensions for board concern,
but are now becoming increasingly impor-
tant component in patient preference and
network design. While in many circum-
stances, healthcare organizations are still
rewarded for growing service volume, in
other cases, reducing inappropriate utili-
zation and cost can be a driver of profit-
ability. And for a growing minority of boards,
understanding the complex challenges of the
insurance business has become an essential
overlay to their traditional responsibility as
providers. As healthcare organizations enter
into arrangements with health plans to accept

population-based risk, or in some cases even
become owners ofhealth plans, a completely
new business model involving benefit design,
actuarial risk, predictive modeling, network
profiling, consumer engagement, and claims
processing comes into play.

Most health systems (79%) and roughly
half of independent hospitals (49%) report
participation in an ACO or CIN, an increase
since the last survey in 2015. Furthermore,
in 2017, 52% of systems reported covered
populations of over 50,000 people, up
from 43% in 2015. The percentage of inde-
pendent hospitals covering 50,000 lives or
more fell from 35% in 2015 to 23% in 2017,
a trend that may reflect some consolida-
tion between systems and independent
hospitals. An effective physician-hospital
network is an essential requirement for
successful participation in population
health initiatives and is a key driver of the
alignment necessary for success in value-
based arrangements. Many organizations
have made progress on this critical front,
but there are still a significant number
who have yet to do so.

While the transformation from FFS to
value and population health continues,
and while most organizations report

“@

increasing participation in “accountable”
network arrangements, this year’s survey
indicates that there is still ample room for
improvement in boards’ preparedness for
the evolving healthcare payment model.
Most (roughly 80% of systems and 60% of
independent hospitals) report that they
are making changes to their board struc-
ture or practices to be successful in value-
based and population health arrangements.
Most often these changes involve updating
of the strategic plan to included goals
related to value-based payment and popu-
lation health. But a substantial propor-
tion of systems and independent hospitals
report that they have not made changes
to their board structure. Some are adding
specialized expertise in quality improve-
ment processes, predictive modeling,
risk management, and/or population
health, but these represent a relatively
small proportion of organizations overall.
The absence of expertise could become a
growing obstacle to successful healthcare
organization transformation as the busi-
ness model evolves. The gap is particularly
acute among independent hospitals and
could become a further driver in a larger
trend to consolidation.
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System Governance Structure
and Allocation of Responsibility
We asked system boards about the gover-
nance structure of the system overall,
whether the system board approves a
document or policy specifying allocation
of responsibility and authority between
system and local boards, and whether that
association of responsibility and authority
is widely understood and accepted by both
local and system-level leaders.

In 2015, most systems (52%) had a system
board as well as separate local/subsidiary
boards with fiduciary responsibilities. In
contrast, this year the systems responding

are more evenly split with regards to gover-

nance structure:

* 33% have one system board with fiduciary
oversight for the entire system

 35% have a system board and subsidiary
fiduciary boards

+ 30% have a system board and subsidiary
advisory boards

Association of Responsibility/
Authority Understood and Accepted
Overall, 74% of system respondents approve
a document or policy specifying allocation
of responsibility and authority between
system and local boards. Sixty-one percent

41

(61%) of system respondents said that the
association of responsibility and authority
is widely understood and accepted by
both local and system-level leaders (down
significantly from 86% in 2015). Only 25% of
systems with 300-499 beds responding this
year (N=10) approve a document or policy
specifying system and local authority/
responsibility, and 29% of systems this size
consider the assignment of responsibility/
authority to be widely understood and
accepted by local and system leaders. (See
Exhibits 31 and 32.)

Exhibit 30. System Governance Structure by Organization Size (# of Beds)

B One system board that performs fiduciary and oversight responsibilities for all subsidiaries of the system

B One system board and separate local/subsidiary boards; the local/subsidiary boards also have fiduciary responsibilities

m One system board and separate local/subsidiary boards; however these local boards serve only in an advisory capacity
(i.e., they do not have fiduciary responsibilities)

m Other

All systems (N=40)

2000+ (N=5) A

0%

10%

20% 30% 40% 50% 60%

70%

80%

90%  100%

Exhibit 31. System Board Approves a Document/Policy Specifying Allocation of Responsibility
and Authority between System and Local Boards (By Organization Size)

m 2017
m 2015
m 2013

100-299

300-499

500-999

25.0%

—— — — N I

100.0%

100.0%

90.9%
92.9%

10%

20%

30% 40% 50% 60%

70%

80%

90%

100%
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Exhibit 32. Assignment of Responsibility and Authority Widely Understood and Accepted
by Both Local and System-Level Leaders (By Organization Size)

| 2017
m 2015
m2013

All systems

300-499

500-999

1000-1999

2000+

60.5%

i 86.4%
E— . |
28.6%

63.6%

100.0%
100.0%

83.3%
90.9%

71.4% 83.3%

94.7%

80.0%
92.3%
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20% 30% 40% 50% 60%

80% 90% 100%

Exhibit 33. Board Issues Showing Increase in System-Level Responsibility

W 2017
m 2015

40%

37.2%

35.0%

35%

30%
25%

20% 19.0% 17.5%

15% -

10% +

5% -
0% -

Setting our

Subsidiary Hospitals: Allocation
of Decision-Making Authority

Each year we ask subsidiary hospitals to tell
us whether they retain full responsibility,
share responsibility, or whether their higher
authority (usually the system board) retains
responsibility for various board responsi-
bilities. In 2013 most of the movement was
seen towards shared responsibility (fewer
subsidiaries have full responsibility at the
local level, and more system boards share
this responsibility), indicating a slight move-
ment away from the traditional “holding
company” system model. In 2015 system
boards were more likely than in 2013 to retain
authority on certain issues that could be
considered “system-level,” such as quality,
executive compensation, and compliance,
and subsidiary boards retained authority on
approving medical staff appointments and
establishing board education and orienta-
tion programs, which are usually consid-
ered to be “local” issues. This year, there are
several board issues that seem to be moving

Determining our
organization's  organization's capital
strategic goals  and operating budgets customer service goals organization's chief

Setting our
organization's

Appointing/
removing our

executive

towards system-level responsibility, as well
as a few issues that are moving more towards
the subsidiary boards retaining sole respon-
sibility (essentially polarization or move-
ment away from shared responsibility, which
might suggest that sharing responsibility can
create complexities or lack of clarity around
which board is responsible for which tasks
related to the particular issue). The most
significant movement in each of these direc-
tions we see this year are:

« While there is an increase in systems re-
taining responsibility for determining
subsidiary capital and operating budgets,
there is also an increase in subsidiary
boards retaining responsibility (less
“shared” responsibility).

« There is greater shared responsibility re-
garding setting quality and safety goals, and
a corresponding decrease in subsidiary
boards having sole responsibility for this.

« More systems are getting involved in ap-
pointing/removing and evaluating the sub-
sidiary chief executive.

Electing/appointing
our organization's
board members

Determining/
organization's audit  approving executive
firm compensation

Selecting our

« There is polarization regarding electing/
appointing subsidiary board members:
this year, more subsidiary boards retain
sole responsibility and conversely, more
systems retain responsibility, while there
is significantly less shared responsibility.

« Communitybenefitis akeyarea where we
are seeing systems more involved at the
subsidiarylevel, with more systems retain-
ingresponsibility for calculating and mea-
suring subsidiary community benefit, and
also setting community benefit goals for
subsidiaries.

« More systems are establishing board edu-
cation and orientation programs for their
subsidiaries.

See Exhibit 33 for a comparison focusing
on the issues where there has been most
movement towards system responsibility
since 2015. Table 15 shows a comparison of
2017 and 2015 results (please note that the
sample size of subsidiaries responding to
this portion of the survey is relatively small).
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Table 15. Allocation of Decision-Making Authority 2017 vs. 2015

To whom is your board accountable?

Total responding to this question

(some selected more than one answer) 43
Board of a parent/health system 100%
Board or council of a religious order or organization 7.0%

Setting our organization’s strategic goals

Total responding to this question 42

Our board retains responsibility 19.0%
Our board shares responsibility 64.3%
System board retains responsibility 16.7%
Determining our organization’s capital and operating budgets
Total responding to this question 43

Our board retains responsibility 14.0%
Our board shares responsibility 58.1%
System board retains responsibility 27.9%

Setting our organization’s quality and safety goals

Total responding to this question 43
Qur board retains responsibility 20.9%
Qur board shares responsibility 60.5%
System board retains responsibility 18.6%
Setting our organization’s customer service goals

Total responding to this question 42
Our board retains responsibility 38.1%
Our board shares responsibility 47.6%
System board retains responsibility 14.3%
Approving our organization’s medical staff appointments

Total responding to this question 43
Our board retains responsibility 88.4%
Our board shares responsibility 7.0%
System board retains responsibility 4.7%

Appointing/removing our organization’s chief executive

Total responding to this question 41
Our board retains responsibility 17.1%
Our board shares responsibility 51.2%
System board retains responsibility 31.7%
Evaluating our organization’s chief executive

Total responding to this question 45
Our board retains responsibility 26.7%
Our board shares responsibility 57.8%

System board retains responsibility 15.6%

39
97.4%
7.7%

40
17.5%
70.0%
12.5%

40
5.0%
72.5%
22.5%

40
27.5%
55.0%
17.5%

40
35.0%
50.0%
15.0%

40
87.5%
12.5%

0.0%

89
5.1%
74.4%
20.5%

40
32.5%
57.5%
10.0%

14
100%
7.1%

13
15.4%
69.2%
15.4%

13
7.7%
61.5%
30.8%

13
23.1%
69.2%

7.7%

13
38.5%
53.8%

7.7%

13
92.3%
7.7%
0.0%

12
8.3%
50.0%
41.7%

15
20.0%
53.3%
26.7%

13
100%
0.0%

14
21.4%
64.3%
14.3%

14
14.3%
71.4%
14.3%

14
21.4%
64.3%
14.3%

14
28.6%
57.1%
14.3%

14
71.4%

28.6%
0.0%

14
7.1%
78.6%
14.3%

14
35.7%
50.0%
14.3%

14
100%
7.1%

15
20.0%
60.0%
20.0%

15
26.7%
53.3%
20.0%

15
13.3%
66.7%
20.0%

14
35.7%
42.9%
21.4%

15
86.7%
0.0%
13.3%

15
33.3%
46.7%
20.0%

15
33.3%
53.3%
13.3%

14
92.9%
14.3%

14
14.3%

85.7%
0.0%

14
0.0%
64.3%
35.7%

14
28.6%
50.0%
21.4%

14
35.7%
50.0%
14.3%

14
92.9%
7.1%
0.0%

13
0.0%
84.6%
15.4%

14
28.6%
57.1%
14.3%

14
100%
7.1%

13
23.1%
61.5%
15.4%

14
7.1%
57.1%
35.7%

14
28.6%
42.9%
28.6%

14
42.9%
42.9%
14.3%

14
92.9%
7.1%
0.0%

13
7.7%
53.8%
38.5%

14
28.6%
64.3%

7.1%

6
100%
0.0%

33.3%
50.0%
16.7%

0.0%
100%
0.0%

33.3%
50.0%
16.7%

50.0%
33.3%
16.7%

100%
0.0%
0.0%

0.0%
66.7%
33.3%

0.0%
100%
0.0%

1
100%
0.0%

0.0%
100%
0.0%

0.0%
100%
0.0%

0.0%
100%
0.0%

0.0%
100%
0.0%

0.0%
100%
0.0%

0.0%
100%
0.0%

1
0.0%
100%
0.0%

43

6
100%
16.7%

0.0%
66.7%
33.3%

0.0%
66.7%
33.3%

33.3%
50.0%
16.7%

33.3%
50.0%
16.7%

100%
0.0%
0.0%

16.7%
50.0%
33.3%

6
66.7%
33.3%

0.0%
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Determining/approving executive compensation

Total responding to this question 42 38 19 13 14 14 13 6 0 )
Our board retains responsibility 16.7% 13.2% 0.0% 7.7% 28.6% 7.1% 23.1% 16.7% 0.0% 40.0%
Our board shares responsibility 28.6% 34.2% 40.0% 46.2% 21.4% 35.7% 23.1% 33.3% 0.0% 0.0%
System board retains responsibility 54.8% 52.6% 60.0% 46.2% 50.0% 57.1% 53.8% 50.0% 0.0% 60.0%
Electing/appointing our organization’s board members

Total responding to this question 45 40 15 14 15 14 14 6 1 6
Qur board retains responsibility 31.1% 15.0% 26.7% 14.3% 40.0% 14.3% 21.4% 33.3% 100% 0.0%
Our board shares responsibility 37.8% 60.0% 40.0% 71.4% 26.7% 57.1% 50.0% 66.7% 0.0% 33.3%
System board retains responsibility 31.1% 25.0% 33.3% 14.3% 33.3% 28.6% 28.6% 0.0% 0.0% 66.7%
Selecting our organization’s audit firm

Total responding to this question 40 39 15 14 14 13 11 6 0 6
Our board retains responsibility 15.0% 10.3% 13.3% 14.3% 21.4% 7.7% 9.1% 16.7% 0.0% 0.0%
Our board shares responsibility 10.0% 7.7% 6.7% 7.1% 7.1% 7.7% 18.2% 33.3% 0.0% 16.7%
System board retains responsibility 75.0% 82.1% 80.0% 78.6% 71.4% 84.6% 72.7% 16.7% 0.0% 83.3%
Establishing our organization’s corporate compliance program

Total responding to this question 44 40 15 14 14 14 14 6 1 6
Our board retains responsibility 4.5% 12.5% 0.0% 14.3% 14.3% 7.1% 0.0% 16.7% 0.0% 16.7%
Qur board shares responsibility 31.8% 27.5% 20.0% 42.9% 28.6% 21.4% 50.0% 33.3% 0.0% 0.0%
System board retains responsibility 63.6% 60.0% 80.0% 42.9% 57.1% 71.4% 50.0% 50.0% 100% 83.3%
Calculating/measuring our organization’s community benefit

Total responding to this question 45 40 15 14 15 14 14 6 1 6
Our board retains responsibility 35.6% 35.0% 33.3% 28.6% 40.0% 35.7% 35.7% 50.0% 0.0% 33.3%
Our board shares responsibility 37.8% 45.0% 33.3% 42.9% 26.7% 50.0% 50.0% 33.3% 100% 50.0%
System board retains responsibility 26.7% 20.0% 33.3% 28.6% 33.3% 14.3% 14.3% 16.7% 0.0% 16.7%
Setting community benefit goals

Total responding to this question 44 40 15 14 14 14 14 6 1 6
Our board retains responsibility 36.4% 42.5% 40.0% 28.6% 35.7% 42.9% 35.7% 50.0% 0.0% 66.7%
Our board shares responsibility 40.9% 45.0% 40.0% 57.1% 35.7% 42.9% 50.0% 33.3% 0.0% 33.3%
System board retains responsibility 22.71% 12.5% 20.0% 14.3% 28.6% 14.3% 14.3% 16.7% 100% 0.0%
Establishing our board education and orientation programs

Total responding to this question 44 39 15 14 15 14 13 6 1 5
Qur board retains responsibility 50.0% 61.5% 46.7% 42.9% 60.0% 78.6% 46.2% 66.7% 0.0% 60.0%
Qur board shares responsibility 31.8% 33.3% 40.0% 50.0% 20.0% 21.4% 38.5% 33.3% 0.0% 20.0%
System board retains responsibility 18.2% 5.1% 13.3% 7.1% 20.0% 0.0% 15.4% 0.0% 100% 20.0%
Setting population health improvement goals

Total responding to this question 44 N/A 15 N/A 14 N/A 14 N/A 1 N/A
Our board retains responsibility 34.1% 40.0% 35.7% 28.6% 0.0%

Our board shares responsibility 40.9% 40.0% 35.7% 50.0% 0.0%

System board retains responsibility 25.0% 20.0% 28.6% 21.4% 100%
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We consider the governance imperatives
for today’s boards to be:

Diversity, in both background/exper-
tise as well as ethnic and gender diver-
sity. The role of the board is changing, and
issues facing healthcare organizations are
more strategic in nature, and we expect
this trend to continue. Thus, having the
right expertise on the board is ever more
paramount. Nurses play a huge role in
patient outcomes and experience. They
hold the keys to uncovering systemic issues
affecting quality and patient safety. These
have major strategic and governance impli-
cations and the nurse perspective is essen-
tial in the boardroom. Ethnic and gender
diversity is even more important as well,
as healthcare organizations continue their
journey in managing population health
and finding that addressing social determi-
nants of health is a key factor in successful
population health and community benefit
programs.

Effective board meetings that focus on
strategic-level discussions. Listening to
reports from management is an ineffec-
tive use of valuable board meeting time.
Board members should read reports prior
to meetings, and management should be
present to answer questions and provide

Concluding Remarks

interpretations of reports as needed, but
the majority of board meeting time should
be opened up to deep, root-cause, genera-
tive discussions of a strategic nature on
mission-critical issues that require board
action.

For systems, clarity of roles and respon-
sibilities at the system vs. local level is
critical. We expect to see more systems
reporting in the future that allocation of
responsibilities across the system is widely
understood and accepted by leaders and
boards at all levels of the system (and more
importantly, that the allocation of such
responsibilities fits appropriately within
the structure of the system). The larger the
organization becomes the more unwieldy
it can be, and thus a streamlined leadership
and governance structure with very clear
delineation of roles is essential for highest
efficiency.

A strong board culture is the founda-
tion upon which boards can begin to build
nimble and responsive organizations. A
large majority of respondents should be
able to indicate strong agreement with all
aspects of board culture included in this
survey. When that is the case, those boards
will succeed in transforming their organi-
zations to the value-based business model,

/4

and actually change the curve in healthcare
spending against outcomes.

As a nation, we are still struggling to
come to terms with the fact that our
healthcare system underperforms and
still costs much more than other coun-
tries. This issue exacerbates the increasing
divide between the poor, the wealthy,
and the struggling middle class as wages
remain stagnant and families are scraping
by as healthcare costs continue to increase.
Hospital and health system boards are at
the top of the care provider leadership
hierarchy, and therefore positioned to lead
the charge in turning the industry around.
Over the past several years, research and
pilot programs have revealed areas of
opportunity to increase high-value care
and access and eliminate low-value care
and waste. We argue that all types of orga-
nizations, big and small, independent
or part of a system, urban or rural, have
options and opportunities to transform.
As fee-for-service gives way to payment for
outcomes, there may be a sense of urgency
to compete and capture market share, but
we believe there is equal need for working
together and sharing best practices. We
know what needs to be done. Now is the
time to act.
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