Reimagining Healthcare Governance

By Betsy Chapin Taylor, FAHE Accordant

ealthcare governance has
reached an inflection point.
While core elements have
remained relatively stable
for more than 50 years, fundamental
changes to the healthcare landscape are
driving a need to reconsider the “why”
and “what” of the board role. These
include ramifications of the 2020 pan-
demic and racial unrest, changes in the
healthcare ecosystem, rising complexity
of the board role, and dissatisfaction
expressed by both executives and
board members with the board'’s current
role. While ensuring adherence to
and fulfillment of mission remains the
North Star of healthcare governance,
these pervasive changes impel
progressive organizations to reevaluate
their roles, commitments, focus areas,
and competencies to agilely and
effectively navigate the post-COVID era.

The COVID-19 pandemic reshaped
key priorities in healthcare. This time of
challenge fortified core commitments,
illuminated new perspectives, and
changed expectations of stakeholder
groups. As the pandemic took an
outsize toll on people of color, it
exposed risks and societal problems
that pushed new issues to the top of
both the nation’s social consciousness
and the healthcare leadership agenda.
As COVID-19 forced healthcare organiza-
tions to quickly rethink and retool, it
uncovered new and valuable ways to
work and deliver care. It forced new
realities and priorities to the forefront—
many of which are expected to be
long-lasting. As 90 percent of healthcare
leaders agree the COVID-19 crisis will
fundamentally change how they do
business, this new context creates a call
for health organizations to reconsider
what mission fulfillment looks like and
to recalibrate the paths to creating value
within this complex, new reality.’

The context within which the health-
care governance role occurs has also
been slowly evolving for an extended
period—and these vast changes can
no longer be overlooked. The tenets
of best practice governance were born
out of the legal obligations of boards
to fulfill a fiduciary role in shepherding
the non-profit healthcare organization.
However, the context in which the

expectations of the role were
developed were created in
a time of single, standalone,
community-based hospitals
that worked exclusively within
their own four walls to deliver °
care. Now, 67 percent of U.S.
community hospitals are part
of a larger system; many of
those systems are far-flung and
cross state lines and almost all
of these organizations spend o
an increasing part of their time
working outside the four walls of
the hospital in the community.?
The role of healthcare organiza-
tions is also being recast: while
the traditional objective has been
to treat illness and injury, today’s °
vision places a heavy emphasis
on addressing the root causes
of poor health and on elevating
health status and well-being.
Organizations are also grappling
with what “community” even
means in an age of expanding °
virtual care environments that
are independent of geography.
While incremental changes
have served to respond to
some of these issues and to °
move governance forward, it
is time to consider how the
healthcare governing board can
best support a promising new
age of care that is advanced by
deeply complex organizations in
a constantly shifting landscape.

The complexity of the board
role has greatly increased.
Sweeping systemization has
introduced new structures,
expanded territory, and compet-
ing priorities that make issues and
decisions knotty and multi-layered.
Systemization has also necessitated
achieving alignment between the
strategy, interests, and priorities of the
system and each market-based entity,
and has pushed organizations to
carefully clarify potential redundancy
between system and market roles,
responsibilities, and decision rights.
However, complexity extends far
beyond systemization and structure:
e Boards have come under increased

scrutiny by regulators, rating

Key Board Takeaways

Healthcare boards must lean into unprec-
edented change and volatility by reimagining
the pathways to relevance and impact. Opportu-
nities include:

Embracing the next curve of healthcare by
recognizing that hospitals remain valuable
assets in treating illness and injury; how-
ever, evolving expectations will also demand
elevating community health status, fostering
well-being, and addressing health equity.
Shifting the board’s role in strategy develop-
ment and oversight by leveraging the knowl-
edge and experience of healthcare manage-
ment in the planning process while honing
the board’s ability to serve as a thought part-
ner and sounding board with broad perspec-
tives and life experience.

Articulating how the organization will take
proactive steps to better understand and
meaningfully address rising expectations
around not only health equity and access for
all people but also around diversity, equity,
and inclusion within the hospital workforce
and around the boardroom table.

Expanding the board’s role in advocacy

and philanthropy by harnessing the unique
insights, earn trust, authenticity, diverse com-
munity connections, and social capital of
board members.

Fostering agility and strengthening collab-
oration with management in order to nav-
igate ambiguity and risk in a fast-evolv-

ing environment.

Boards that assume a proactive, forward-looking
posture on these and other issues have an
extraordinary opportunity to bring more

focus and relevance to their leadership roles
and to enable the next curve of healthcare

board governance.

agencies, and others for how they
demonstrate engagement and
role fulfillment.

e The continued movement toward
value-based payment para-
digms has many implications for
how healthcare organizations
do business.

e The body of knowledge required to
be successful has placed a some-
times undue burden on board mem-
bers to keep up in order to make
sound decisions.

1 Jordan Bar Am, Felicitas Jorge, Laura Furstenthal, and Erik Roth, Innovation in a Crisis: Why It Is More Critical Than Ever, McKinsey & Company, June 2020.
2 2020 AHA Hospital Statistics, American Hospital Association, January 2020.
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Further, new threats and
opportunities—including cyber risk,
consumerism, changing stakeholder
expectations, new demands around cul-
ture, expectations around health equity,
and more—have added significant
new considerations for governing the
healthcare organization. As boards are
barraged with issues and priorities, it
makes clarity and focus on consequen-
tial issues more important than ever.

The non-profit board role has
experienced a rising drumbeat of
criticism by both board members
and organizational executives.

Board members routinely express
dissatisfaction, disengagement,
disconnectedness from the mission,
uncertainty about the value of their
role, and feelings that “their job does
not strike them as worth doing well"3
A Harvard Business Review article
described boards as an “aquarium of
dead fish” explaining board members,
“when pushed,” admit they “tolerate
things on a non-profit board that they
wouldn’t stand for in their day jobs!"4
At the same time, chief executives
express frustration that boards do
not have the time, knowledge, or
agility to add significant value within
healthcare’s fast-moving complexity.
Given the nature and qualifications
of those who are most often pressed
into board service, this means it is
essential to refine, improve, and enrich
the board role to not only ensure it is
effective in delivering value but also
is meaningful and worthy of a board
member’s service.

While contemporary literature
places a keen focus on the structures
and processes that shape “how” a
board conducts its work, this is a call
to consider the “why” and “what” of
healthcare board governance to infuse
intentionality and to reposition
governance in a new era of healthcare.
It's time to harness the insights
provided by this time of volatility to
ensure a forward-looking posture
for governance. It's time to weave
contemporary issues, opportunities,
and priorities into the traditional areas
of governance oversight. It's time to

bring clarity and focus to a role that
has expanded to the point that even
the best boards can no longer effec-
tively get their hands around all the
issues to be addressed. It's time to
determine how to “pull up” and work
at a higher level of strategy rather than
dipping down into the details. It's time
to go beyond governance fundamen-
tals to reimagine what effective,
influential, and aligned boards must
be and do next.

Board Discussion:

e What issues and opportunities
have become clear across the
course of the pandemic?

e How has the scope and nature of
both leadership and accountabil-
ity changed now?

e What is our readiness to
rise to new demands and
new opportunities?

Exploring Key Elements

of the Board Role

While incremental changes have been
adopted over time, the core elements
of the board role have remained
consistent for decades. Thus, as we
reconsider what is needed to go
forward, there is value to affirming
the central priorities to sound

board governance. First and foremost,
boards retain a legal obligation to
guide the organization in a manner
consistent with the organization’s

best interests, to ensure mission
adherence and to provide fiduciary
and strategic oversight. However,
efficiency and effectiveness are rooted
in clear roles, responsibilities, and
decision rights—and many boards
have entered muddy territory even
within these core areas of influence.
High-functioning boards have a clear
demarcation between governance
and management, as crossing this
line “erodes trust and challenges the
integrity of the board—-management
relationship...if boards fail to maintain
this focus, organizations will suffer!”®
Carefully curating what falls under the
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purview of governance is essential
as boards face limited time and
numerous complex issues.

Financial Resiliency

COVID-19 was not just a clinical storm
but was also an economic storm.
Total projected losses to hospitals
and health systems in 2020 will

reach $323.1 billion due to deferred
care, decreased utilization, and other
challenges.® Unfortunately, volumes
are also not expected to snap back

to normalcy once the vaccine is
broadly distributed, so there will be
ongoing financial uncertainty. “Given
the prospect of a prolonged fight for
stabilization, the focus of governance
and management over the coming
months and years must be the pursuit
of resiliency. What this means in
practice will depend on such factors
as the composition and strength of
an organization’s resources as well as
the business model disruptions and
other risks it anticipates.”” Therefore,
boards must be ready to constantly
refresh information and to stay in
close collaboration with management
in order to manage the present
vulnerability and ambiguity. Boards
also must consider new areas that
demand attention within the fiduciary
arena, including shaping culture and
advancing inclusion.

Shaping Culture

Healthcare governing boards are
increasingly being asked to shape and
exercise oversight of organizational
culture as part of their fiduciary
responsibilities.® While a passing
glance has often been given to culture
as part of risk management respon-
sibilities, there has been a growing
movement to elevate and reposition
the board'’s role related to culture. This
wave began within corporate boards
due to a number of organizational
leadership scandals and challenges,
which pushed the National Association
of Corporate Directors to urge boards
to proactively define and shape organi-
zational culture due to the links
between culture, strategy, and risk

Richard Chait, William Ryan, and BarbaraTaylor, Governance as Leadership: Reframing the Work of Nonprofit Boards, Wiley, 2004; p. 16.
David Simms, “A Nonprofit Board or a Group of Dead Fish?,” Harvard Business Review, June 29, 2010.
The Governance Institute, “Balancing Oversight and Strategic Priorities When Everything Is Uncertain,” E-Briefings, Vol. 18, No. 2, March 2021.

American Hospital Association, Hospitals and Health Systems Continue to Face Unprecedented Financial Challenges due to COVID-19, June 2020.

Eric Jordahl, “Building Resiliency: The Imperative for Not-for-Profit Health Systems,” System Focus, The Governance Institute, February 2021.

Michael Peregrine, “Key 2020 Corporate Governance Developments Affecting Health Care Boards,” Health Law Connections, American Health Law Association,
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and the potential to be an enabler of
operational performance.® This direc-
tive seeped into the non-profit arena,
and work by The Governance Institute
has shown that “culture determines
the degree to which a board embraces
its responsibilities, and the level of
ethics and accountability to which the
board holds its own members as well
as that of senior leadership.”'®° The
concept of a board role in culture
gained more force in 2020 as “the
tide has begun to turn with COVID-19
and related concerns about employee
health and safety, employee morale,
and the pandemic’s impact on gender
workforce equality and inclusion.
With this has come an increasing
acceptance amongst healthcare CEOs
that a positive organizational culture is
a meaningful corporate asset, worthy
of board oversight""

When the healthcare organization
considers its greatest source of
culture risk, it is clinician burnout.
Healthcare organizations went into the
pandemic talking about the ravages of
emotional exhaustion, disconnection
from work, and loss of joy in work,
with 44 percent of physicians and 63
percent of nurses reporting burnout.?
Now, the presence of burnout is
anticipated to have dramatically spiked
as COVID-19 placed unforeseen and
significant pressures on physicians
and clinicians. This means boards
must consider burnout and resilience
as a clinical quality, business continu-
ity, patient experience, employee
engagement, and culture issue.

Advancing Inclusion

Another issue that has taken on
increased momentum in the wake of
the racial uprisings and unrest of 2020
is diversity, equity, and inclusion. This
issue falls under the fiduciary pillar
because the human resources that
support governance, leadership, and
workforce development are intangible
assets to steward. While healthcare
boards have given lip service to
achieving diversity for some time,

the reality is the needle has moved

very little. In fact, many boards have
achieved tokenism more than true
inclusion; achieving inclusion is about
providing not only a seat but also a
voice and the heft of multiple people
of similar backgrounds or perspectives
in the room. The pandemic’s negative
effects on people of color were in part
because of barred access to decision-
making tables, and the issue has been
further exacerbated by societal and
economic disadvantages that create an
imbalance of power. Now, achieving
diversity, equity, and inclusion has
become more than just a best practice
to ensure diversity around the board
table—it has become a moral and
ethical imperative that demands proac-
tive attention to nudging the numbers
that demonstrate representation in
order to achieve a better equilibrium.
For example, in 2019, only 49 percent
of governing boards had at least one
member from an ethnic minority, and
the median number of members

from an ethnic minority on the typical
board was zero. Females fared better:
97 percent of boards had at least one
female member and the median was
three.'® The data represents wide
demographic gaps between board
membership and the gender and
ethnic diversity of the communities
served by such boards.' Achieving
diversity, equity, and inclusion on

the board is also related to efforts to
achieve health equity; as noted by the
American Hospital Association, “Even
the most well-intentioned efforts to
advance health equity are less likely
to succeed if those efforts are not part
of a broader culture of equity. When
leadership and staff recognize that
disparities exist within the organiza-
tion and view inequality as an injustice
that must be redressed, that organiza-
tion has a strong culture of advancing
health equity.”'®

A New Strategic Lens

The healthcare sector’s state of
constant transformation means the
body of knowledge required to design
strategy continues to accelerate,

9 Culture as a Corporate Asset, National Association of Corporate Directors, October 2017.
10 S. Murphy and K. Peisert, Board Culture: An Intentional Governance Guide, The Governance Institute, 2016.
11 Michael Peregrine, “Workforce Culture Really Is Board'’s Responsibility; CLO Has Related Role to Play,” Law.com, November 10, 2020.

Board Discussion:

¢ What are the organizational
assets—beyond financial assets—
that we are called to steward?

e How can we be agile in our fidu-
ciary oversight role in times of cri-
sis, change, and upheaval?

e What core values, beliefs,
and commitments must undergird
our organizational culture?

e How can the board help fos-
ter a culture marked by the
behaviors, language, and deci-
sion making that are consistent
with our organizational mission,
vision, and values?

e How will our board be proac-
tive about ensuring true inclu-
sion around our board table—and
how will we define, measure, and
monitor this objective?

and organizations have increasingly
clarified that the board is not actually
charged with doing the strategic plan-
ning but with ensuring the planning
is done. Typically, the board ensures
the process exists while executive
leaders leverage their unique access
to tacit and implicit knowledge and
experience to drive strategy formula-
tion responsive to the current and
evolving environment in order to
optimally position the organization.
The board contributes to the process
by serving as trusted thought partners
and sounding boards to navigate
what the organization must achieve
or become to fulfill mission, realize
potential, secure competitive advan-
tage, and serve community needs.
The board then validates mission
alignment, ensures fidelity to com-
munity stakeholders, and activates
the intentions by endorsing the

final strategic plan and determining
performance management measures
to demonstrate success. Ultimately,
this evolution of the strategic oversight
role leverages the unique perspectives,
insights, experiences, knowledge,
and skills of both the board and
management to drive innovation and

12 Leslie Kane, National Physician Burnout, Depression and Suicide Report 2019, Medscape, January 16, 2019; Kronos, Wake Up to the Facts About Fatigue, 2018.

13 K. Peisert and K. Wagner, Transform Governance to Transform Healthcare: Boards Need to Move Faster to Facilitate Change, 2019 Biennial Survey of Hospitals and

Healthcare Systems, The Governance Institute.
14 U.S. Census Bureau, “Quick Facts,” 2019.

15 Anne Rooney and Barbara Lorsbach, “The Board’s Role in Advancing Healthier, More Equitable Communities,” American Hospital Association, AHATrustee Services,

September 2020.
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capture competitive advantage. As the
board considers its strategic philosophy,
there are several new or evolving

issues that demand increased attention
now, including the evolving role of
health providers, health equity, digital
transformation, consumerism, and
mental health.

Expanding Beyond lliness and Injury
America’s hospitals have been undergo-
ing an identity change. While hospitals
were founded with an explicit purpose
to responsively treat illness and injury,
the emerging vision is of organizations
proactively engaging within their com-
munities to uncover health needs, to
provide preventive care, to raise health
status, and to nurture well-being. While
this more expansive vision for impact is
bold and true, many organizations will
be forced to recalibrate their strategies,
financial investments, geography, and
more to compete on a very different
playing field. Board members will
increasingly be called upon to help

the organization understand community
health needs, challenges, preferences,
and priorities. This evolution will also
require new considerations for health
transformation and new forms of risk
that boards may not have confronted
before. It is a thread that becomes
deeply interwoven with other emerging
issues the new healthcare organization
must address—from health equity

to community partnership building.

Fostering Health Equity

While hospitals have long discussed
the need to create access for all, the
demand to achieve results and to

close equity gaps are now at a fever
pitch. Widespread differences in U.S.
health status are closely linked to race,
ethnicity, socioeconomic status, gender,
sexual identity, and zip code. Health
inequity is largely fueled by consistent
and avoidable differences in access to
resources and support, and results in
health disparities such as increased
rates of heart disease, cancer, diabetes,
and asthma, as well as drug abuse

and violence."® These differences are
deeply intertwined with socioeconomic

status, educational attainment, social
power, and structural racism. While the
demand to address societal inequity

as part of elevating health status has
been building for a decade, two events
coincided in 2020 to accelerate these
conversations. First, the pandemic
illuminated the vulnerable underbelly of
health disparity as Black, Hispanic, and
American Indian populations were four
times more likely to be hospitalized and
twice as likely to die from COVID-19 than
white patients.”” Then, the May 2020
death of George Floyd, Jr., after a white
police officer knelt on his neck while he
was in police custody, fueled intense
conversations about systemic racism in
America. Together, these events created
unprecedented urgency around the role
of hospitals in addressing the impact of
racism on health status and in driving
health equity. This new consciousness
will place pressure on hospitals to pro-
actively engage in larger societal issues.
As healthcare governing board mem-
bers, leading the journey to address
health equity begins with defining the
problem and understanding the human
and financial rationale for addressing

it. Simply, the governing board affirms
the importance of addressing equity by
aligning it with the mission and strategy,
setting and measuring goals to achieve
progress. Achieving equity is also part of
quality improvement.

Driving Digital Health Transformation
The ability to disruptively innovate

and to achieve care transformation

will increasingly become a source

of competitive advantage for hospitals.
The area of innovation most press-

ing for hospitals to address now is
digital transformation. While digital care
expansion has been looming, changes
in regulations and reimbursement
necessitated by COVID-19 pushed orga-
nizations to quickly stand-up expanded
telemedicine programs, virtual hospitals,
and other virtual “front doors” in 2020.
Overall telehealth usage nearly tripled
since 2018, with 92 percent of patients
reporting positive experiences using
telehealth.'® This acceptance of digital
care environments is expected to have

significant financial ramifications,

with as much as $250 billion of U.S.
healthcare spending transitioning to
telehealth.' Not only is the financial
shift enough to warrant board attention,
but it will also “require new payment,
regulatory, and operating models
among patients and providers. This
surge will have impacts across the care
continuum ranging from hospital at
home to remote patient monitoring, out-
patient and non-urgent virtual care, and
virtual chronic disease management.”20
As boards confront this new reality, it
brings a significant opportunity to
expand both access to and continuity
of care. It also expands the board’s role
in ensuring quality, adding the need to
monitor telehealth expansion through

a risk management lens and develop
policies and procedures to provide
appropriate guiderails.?’

Navigating Consumerism
“Consumerism” has been a rising
buzzword across the last decade as
patients, family members, and commu-
nities express increasing expectations
around convenience, access, and
value. Today's connected consumers
also exhibit decreasing loyalty, which
means they frequently “vote with

their feet” by changing hospitals or
providers. At the same time, the number
of non-traditional providers entering
the market—and prepared to deliver
upon these rising expectations for
convenience, cost, access, and more—is
burgeoning. With all that in mind, we
can no longer rely on the “Field of
Dreams” idea that “if you build it, they
will come!” The consumerism move-
ment “demands critical strategic action
from healthcare providers—to provide
seamless access to new and existing
patients, offer a high-level experience
throughout, and provide conclusive
value through a sustained, transparent
relationship with consumers. The
strategic and financial implications are
clear and present, and require a deep
understanding of who consumers are
and what they want and expect from
healthcare."??

16 Alvin Powell, “The Costs of Inequality: Money = Quality Health Care = Longer Life,” The Harvard Gazette, February 22, 2016.

17 Centers for Disease Control and Prevention, “COVID-19 Hospitalization and Death by Race/Ethnicity,” November 2020.

18 NRC Health, 2021 Healthcare Consumer Trends Report.

19 Oleg Bestsennyy, Greg Gilbert, Alex Harris, and Jennifer Rost, “Telehealth: A Quarter-Trillion-Dollar Post-COVID-19 Reality?,” McKinsey & Company, May 29, 2020.
20 "3 Digital Strategic Priorities for the Next Normal,” American Hospital Association, AHA Center for Health Innovation. September 29, 2020.

21 Todd Sagin, M.D., J.D., “Keeping the Board’s Eye on Quality during the Telehealth Boom,” BoardRoom Press, The Governance Institute, October 2020.
22 Ryan Donohue, Advanced Consumerism: Take Your Organization to the Next Level, The Governance Institute, 2020.
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Embracing Mental Health

While mental health was once
something people whispered about, it
has now become broadly accepted as
another critical dimension of well-being
and of care. Further, the healthcare orga-
nization’s positioning to address mental
health has both strategic and financial
implications as more than $200 billion

is spent annually to treat mental health
conditions.?® Therefore, as organizations
consider both mission and strategy,
there is value to considering the whole
person for whom care is intended.

Board Discussion:

* How do we recast strategic plan-
ning to harness the power of
industry knowledge unique to
executives while also leverag-
ing the strengths, insights, and
perspectives of board members
with a broad range of experiences
and connections?

® |s our organization strategically
positioned to and proactive about
pursing the digital frontier of clini-
cal care?

e What knowledge, partnerships,
or other assets would support our
implementation and execution in a
digital environment?

e How does our organization define
“health equity” today?

e What do the communities we serve
look like in terms of race, ethnicity,
age, gender, economic situation,
etc.? What implications does that
have for how we best serve?

e What health issues and health dis-
parities are unnecessary yet pro-
nounced in the areas where we
serve? Why? What can we do?

* How is addressing health equity
reflected in our mission, strategy,
and quality indicators?

e How are we actively position-
ing to respond to rising consumer
demand to address convenience,
access, and cost?

e When we consider “health” and
“health status,” how do we ensure
that mental health is considered on
par with physical health?

Risk Oversight

While risk oversight was once rolled

up under fiduciary responsibilities,
many organizations now separate it out
as a standalone pillar given the complex
and expanding nature of the issues
involved. Boards maintain an obligation
to provide oversight to the enterprise
risk management function as part

of ensuring business continuity and
resilience as well as maintaining compli-
ance in a highly regulated environment.
Within this purview, boards partner with
management to identify and analyze
material risks and to ensure plans exist
to address potential risks. Over time,
boards have confronted an ever-expand-
ing menu of risks. In fact, today, “risk
management in healthcare comprises
the clinical and administrative systems,
processes, and reports employed

to detect, monitor, assess, mitigate,

and prevent risks. By employing risk
management, healthcare organiza-
tions proactively and systematically
safeguard patient safety as well as

the organization’s assets, market share,
accreditation, reimbursement levels,
brand value, and community standing.’2*
As healthcare boards consider the
expanding scope and prevalence of risk,
one of the areas demanding increasing
attention is cybersecurity.

Escalating Cybersecurity

Many organizations are actively expand-
ing their enterprise risk management
framework to ensure cybersecurity
receives appropriate board and execu-
tive leadership attention. While cyber
risk was once relegated to the IT depart-
ment, it now has significant
consequences for both clinical quality
and business viability. The National
Association of Corporate Directors
recommended in 2014 that cybersecurity
be elevated to an enterprise risk man-
agement issue. Today, 70 percent of U.S.
hospital boards include cybersecurity in
their risk management oversight
because “cyberattacks have far-reaching
consequences that directly threaten
patient care, patient safety, and broader
public health and safety, by potentially
denying the availability of the hospital
and emergency medical care to

the community."%®

Board Discussion:

e Does our current framework for
identifying and evaluating risk
encompass more recent entrants to
the risk arena?

e How do we recognize and manage
risk while not thwarting innovation
and transformation?

Stakeholder Engagement

The board is charged with acting

in the best interest of stakeholders

by demonstrating fulfillment of the
charitable purpose and mission as

well as by securing and considering
stakeholder feedback. While this
intention sounds straightforward, this
charge can be unwieldy with a range

of stakeholders—including patients,
family members, employees, clini-
cians, donors, and volunteers—who
sometimes have competing interests.
Healthcare organizations also need to
build productive partnerships with other
parties including physicians, community
leaders, partner agencies, payers, regu-
latory bodies, politicians, and others.
However, board members bring unique
influence and community insights to
stakeholder engagement that are rarely
leveraged to their full potential.

Board members are positioned to
bring inquisitiveness and empathy as
they represent their communities’ needs
and point of view, and to translate
the stories, realities, and culture of
the community into the boardroom to
aid in decision making. Board members
carry objective influence. They have
unmatched credibility as advocates
and activists representing the value of
the organization, since it is clear their
only vested interest is the greater good
of the community. Board members are
also optimally positioned to initiate and
cement key partnerships—a skill that is
increasingly valuable as organizations
require more community partnerships
to fully address health status.

While a board’s stakeholder engage-
ment role has always been core, there
is a rationale to materially expand
this aspect of board governance
now. Simply, board members bring
unique insights, connections to com-
munity and social capital that are not
replicated anywhere else within the

23 Express Scripts, America’s State of Mind Report: U.S.Trends in Medication Use for Depression, Anxiety, and Insomnia, April 2020.

24 "What Is Risk Management in Healthcare?,” NEJM Catalyst, April 25, 2018.
25 John Riggi, “Why and How to Incorporate Cyber Risk Management into Enterprise Risk Management,” American Hospital Association, Center for Health Innovation,

August 2020.
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healthcare organization. More, as
healthcare organizations are now more
likely to be geographically far flung
and also require the partnership of
local corporations, non-profit agen-
cies, governments, and others to fulfill
their expanding mandate, the power of
relationships is increasingly valuable.
Board members achieve heightened
performance in stakeholder engagement
work because of the “social capital”
associated with their diverse network of
social, civic, and business connections.
Harvard University professor and politi-
cal scientist Robert Putnam explains,
“Whereas physical capital refers to physi-
cal objects and human capital refers
to the properties of individuals, social
capital refers to connections among
individuals— social networks and the
norms of reciprocity and trustworthiness
that arise from them!"2¢ Social capital
leverages the interconnectedness of
people, acquired trust, shared values,
social norms, and moral obligations
to allow people to effectively come
together to advance shared objectives;
and social capital is an essential com-
modity to amplify the voice of and
secure access for the organization.
Governance as Leadership?” distin-
guishes work that requires diligent
and well-intentioned people but also
requires those with care for the mission,
sensitivity to the critical issues that
impact its future, and ownership of the
outcomes. Under this standard, stake-
holder engagement is a high-impact
board role because of the community
knowledge, passion, connections, and
objective credibility needed to do it well.
As studies show that advocacy consis-
tently scores among the lowest in areas
of board performance,?8 there is a clear
opportunity to consider how the board
utilizes its individual and collective
connections and capabilities to elevate
advocacy, partnership, and community
engagement as a primary role.?®
Ultimately, the sum of every board
member’s social capital can create a
powerful force for connectivity with
an ever-expanding circle of allies
for the organization. For that reason,
there is value to considering how
boards—and especially market-based,
community boards—can become
more engaged in the traditional role

of advocacy as well as in expanded
roles for partnership development
and philanthropy.

Accelerating Advocacy

Board members are ideally and uniquely
positioned to build upon and expand
their existing roles as passionate
advocates and aligned activists to
translate the strategy and intentions

of the healthcare organization to

the community. Board members can
open up access and make introductions
that would be otherwise impossible.
Being able to harness the power of

the board as advocates provides an
authentic way to establish trust, which
is especially important in a world where
both trust and genuine relationships
are a rare commodity. People today are
overwhelmed with automated personal-
ization and customized communication,
and “are growing increasingly intolerant
of messages from people they don’t
really know.... They are increasingly
limiting their attention to messages
from trusted friends and business
colleagues””3° This means having a
board member or other advocate who
essentially provides his own good
name and relationship to introduce

the organization is priceless.

Facilitating Partnerships

When the healthcare governance role
was conceived, healthcare organizations
were largely insular in their approach to
mission fulfillment: care was addressed
as attending to illness and injury almost
exclusively within the four walls of the
health facility. However, healthcare now
faces two converging trends that are
escalating the need for board members
to sharpen their attention around the
potential of partnership. First, many
hospitals are merging, affiliating, or
entering other forms of collaboration
with other healthcare organizations

for strategic positioning or out of
financial necessity. This has forced
many boards to make very considered
decisions around how alignment with
another organization would help or
harm mission fulfillment. As the trend
continues, being able to navigate this
situation has become a necessary
board competency. At the same time,
another trend also making collaboration

essential is advancing community
health, which is impossible to do alone.
Eighty (80) percent of a person’s health
status is shaped by forces beyond
healthcare—to include access to food,
shelter, safe places to play, and more.
This has provided a rationale to craft
formal partnerships with non-profit
agencies, corporations, governments,
and others in order to expand capacity,
fill gaps in the continuum of care, access
knowledge, and leverage financial
investments. This rise of community-
based partnerships is an optimal place
for healthcare board members to flex
their muscles of influence, connections,
and goodwill to identify and implement
partnerships to advance the greater
good. The hospital also tends to be the
anchor institution for the community-
wide efforts because of its scope, scale,
and infrastructure, so being an active
participant in this realm supports the
board'’s fiduciary and strategic roles.
Here, though, is the rub: the board only
makes decisions or fulfills duties when it
is assembled as a body, and the advo-
cacy role is about individual action and
relationships, so efforts of individual
board members need to be linked back
to and aligned with prevailing strategy
and policies to ensure a shared vision
for impact.

Advancing Philanthropy
Healthcare organizations have faced
slim bottom lines for an extended period
that have reduced available dollars to
invest in organizational advancement
and forced many to change strategy,
forego acquisition of new technology,
delay physical plant improvements,
reduce services, streamline staff, and
ignore expanding community health
needs. Such challenges make it difficult
for governing boards to reconcile
their complementary roles of facilitat-
ing strategic financial investments to
advance the organization while ensuring
adequate financial resources to safe-
guard the mission.

Savvy board members know that
continuing to delay investment in
the organization isn’t sustainable. Rather,
the key to ensuring a vibrant future is in
finding or developing new revenue
streams. All this has led many forward-
thinking organizations to embrace

26 Robert Putnam, Bowling Alone: The Collapse and Revival of American Community, New York: Simon and Schuster, 2000.

27 Chait, et al., 2004.
28 K. Peisert and K. Wagner, 2019.

29 BoardSource, Leading with Intent: A National Index of Nonprofit Board Practices, 2015; p. 28.

30 David Simpson, “Peer-to-Peer Fundraising Deserves Top-Level Focus and Resources,” Stanford Social Innovation Review, May 12, 2011.
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philanthropy. With philanthropy deliver-
ing a strong ROl and a reliable revenue
stream with low risk, it merits the status
of an essential revenue resource worthy
of board attention and support. Still,
many organizations fail to fully engage
board members to advance philan-
thropy. Realizing the abundant potential
philanthropy offers calls for meaningful
engagement in philanthropy across both
the foundation board and governing
board. To do so, organizations must
recognize advancing philanthropy as

a governance responsibility, leverage
the power of social capital, tap into
individual purpose, and provide mean-
ingful opportunities for board members
to leverage their valuable networks to
gain access, build trust, amplify the
message of the organization, and
engage donors as partners in advancing
the mission.

Board Discussion:

e Asrecognized leaders, influencers,
and connectors in a community,
how can board members utilize this
unique access and credibility to be
a strategic asset?

e Given the move of healthcare orga-
nizations out into the commu-
nity, how can the board help initi-
ate, strengthen, or smooth partner-
ships with agencies, providers, and
others who are serving along the
greater continuum of care?

e As philanthropy becomes an
increasingly important revenue
source to healthcare organizations,
what is the board'’s role to support it
from fiduciary, strategic, and stake-
holder engagement perspectives?

Care and Keeping of the Board
Finally, the board is also charged with
ensuring the successful functioning of
the board itself. This includes ensuring
adequate policies, processes, structures,
communications methods, work plans,
and more to effectively fulfill the board’s
roles and responsibilities. Nurturing
board health requires appropriate role
definition, recruitment, onboarding,
continuing education, and evaluation. In
this area of the board’s role, there are
three common stumbling blocks:
information management, evaluation,
and inclusion. Boards today increasingly
struggle with ensuring the continuous
learning and knowledge management to

31 K. Peisert and K. Wagner, 2019.
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operate within a fast-changing environ-
ment, while data show that boards that
can devote the necessary resources to
education are more likely to have
stronger cultures and higher perfor-
mance on their fiduciary duties and
responsibilities.?’ Individual and collec-
tive board performance evaluation
remains an ongoing challenge for many
boards; however, as regulatory and
public scrutiny of board engagement
and performance have increased,
routine evaluation is a valuable offen-
sive and defensive measure. Finally,
boards must be increasingly sensitive to
issues of board member diversity,
equity, and inclusion.

Board Discussion:

e Does our board support agile and
appropriate decision making by
ensuring an environment of contin-
uous learning?

¢ |n addition to selecting board mem-
bers based upon key competencies,
how will we be proactive about
achieving diversity, equity, and
inclusion around the board table?

New Board Capabilities

To push governance to the next level,
board members must consider the
knowledge, skills, attributes, and
connections required to support

the organization’s needs within evolving

circumstances. What must leaders and

board members be able to do suc-
cessfully or efficiently now in order to
advance strategy within the complexity
of the current operating environment?

There are also new skills and attri-
butes that must be considered to meet
today’s demands:

e Strategic intuition: Ability to recog-
nize how the dots connect between
disparate concepts or ideas in order
to have insights about potential
future opportunities and risks.

¢ Agility: Adaptability to gather and
process information quickly within
continuously changing circumstances
in order to respond, reposition,
or reinvent.

¢ Risk tolerance: Ability to engage in
smart risk-taking by not only accept-
ing the context and ramifications of
risk and embracing interim failures
but also instigating disruptive initia-
tives in order to pursue transforma-
tional opportunities.

e Empathy/emotional intelligence:
Ability to understand the feelings
and needs of those served in order
to foresee how choices and actions
will be viewed and to ensure deci-
sions are guided not just by numbers
on a spreadsheet but by the stories
and well-being of the humans behind
those numbers.

While board selection has been, appropri-
ately, focused on skills and competencies,
it is also about commitments. When
board members speak of disengagement
or disinterest in board work, they gener-
ally express a lack of connection to
mission. So, while there are policies to
shape, metrics to review, and strategic
issues to discuss, the board experience
must be infused with purpose. While it is
not a “competency,” purpose and love of
mission should be seen as a fundamental
prerequisite to board service. Gover-
nance of a healthcare organization
demands leaders with a deep sense of
passion and purpose who are moved and
motivated by this deeply human work.
Most board members serve to achieve a
positive and “purpose-full” impact—and
achieving full engagement requires
tapping into that purpose. It's a baseline
from which everything else works.

Board Discussion:
e What areas of capability and readi-
ness are required now?

The provision of healthcare is a sacred
trust; people put their bodies and

their hopes in the hands of the health-
care organization and its caregivers for
healing and comfort. Board members
have the awesome and expansive role
to safeguard and strengthen this noble
work. Given the gravity of the cause to
which leaders are called and the many
changes to the complexity and scope

of the environment in which boards
work, there is merit to boards taking the
time to step back and boldly consider
the opportunities for impact in order to
reimagine the guiding principles and
core commitments that must shape how
to govern now.

The Governance Institute thanks Betsy
Chapin Taylor, FAHFE, President and
CEO of Accordant for contributing

this article. She can be reached at
betsy @accordanthealth.com.
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