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Living Up to the Name

Hospital organizations should strive to be true systems, in which every part is integral to the whole. 

There are a lot of systems in health care. Indeed, use of the label “system” is a practice unique to health care. Try to think of another industry where aggregations of entities, businesses and operating units have labeled themselves systems. The label has become so common, it’s worth considering what a system is.

The esteemed professor Russell Ackoff once suggested that true systems share certain characteristics. You know you’ve got a system if, when you take a piece out of it, that piece isn’t as valuable as it was when it was in the system, and the system is not as valuable as it was when the piece was in the system. Furthermore, management in a system focuses on managing interactions rather than actions.

I think a real system displays other key characteristics, including interrelatedness. A true system is like a mobile. Touch one part and the others respond. They are tightly connected.

Systems also have coherence. You can tell where one system ends and another one begins (although a system may be part of a bigger system). There is a discernible pattern to a system that gives it a unique identity.

Think about those characteristics and apply them to the health systems you know. Are they really systems?

A Purposeful System

While some systems are purposeful, many are not. Think of a weather system such as a hurricane. It is not purposeful. Organizations, on the other hand, are purposeful. They exist for a reason. This reason holds them together and sustains them over time. Putting a variety of organizations together and calling them a system doesn’t make them a system.

Many health care systems are closer to being conglomerates than they are to being systems. And most health care systems have gone through a similar development progression that typically includes three phases. The first is the aggregation phase, during which various entities are cobbled together through acquisition, merger and startup. Most health systems are still in this phase.

In the second phase, the entities are beginning to act like a system. The second phase is the most difficult because it requires transforming from one organizational state to another organizational state--from independent pieces to something that’s bigger in a valuable way. In the third stage, the organization focuses on getting real work done at a system level such that unique value is created beyond what would have been generated by the individual entities acting independently.

The Federation

Fundamental transformation is always messy. In my experience, most health systems are struggling with this transformation. Many health care systems are aware of their lack of system‑ness and want to remedy it.

The work of England’s philosopher-consultant Charles Handy that is related to the application of federalism to organizations is worthy of consideration. A federation is a system in which sovereignty is constitutionally divided between a central governing authority and constituent units (e.g., federal government and the states).

A variety of organizations held together by nothing more than mutual interests is not a federation, according to Handy. It is a confederation. Confederations tend to lack durability. They fall apart as interests shift.

Handy suggests that a federation is the shape of the future, because rigid centralization is incapable of sustainability in a complex and dynamic environment that demands fluidity and agility. There’s not enough time for a central body to make all the decisions. And today, those who deliver the work are increasingly resistant to command and control hierarchies. This is particularly true for the professional class that predominates in health care. Power and action must be distributed to be effective.

Federations (which are, in fact, organizational systems) have the following characteristics, according to Handy:

Subsidiarity.  Power is shared between the center and the subsidiaries.
Dual citizenship.  Those in the organization are loyal to their subsidiary and to the system overall.

Interdependence.  Each subsidiary contributes to the whole while also drawing from it.

Common law.  There is a shared set of rules and standards, as well as a common language throughout the entire system. These are applied with discipline.

Separation of powers.  All power in one person or body is a dictatorship, no matter how enlightened or benevolent. The United States is a federation with a constitution that prescribes a legislative, a judiciary and an executive branch. Consider the application of this notion to the health care system and its infamous three-legged stool, with physicians as one leg, administration as a second and the board as the third--each owning something fundamental to the whole (clinical care, management and governance, respectively).

I would add that systems and federations display a healthy tension as well as a need for lots of communication and negotiation.

Trust

Less apparent to observers of systems are a couple of other attributes. Systems require trust. Each subsidiary needs to know that the other subsidiaries are committed to the purpose of the whole. The subsidiaries and the center must know that they can rely on one another.

Trust gives rise to the need for occasional ruthlessness. Those who can’t be trusted must be made to leave, because mistrust diminishes the system and devalues the pieces.

The most important question every health care organization seeking a higher level of system‑ness must address is: “What are we going to be tight about?” By taking time to answer this question and acting on it, health care organizations can afford to be loose about almost everything else.

The things to be tight about include a clear commitment to be a true system, which obviously necessitates an understanding about what a system is. It’s also important to be tight about what kind of system you intend to be. In other words, how are you as a system going to be different in a way that’s meaningful and valuable? And finally, it’s important to be clear about nonnegotiable expectations related to being a system and the consequences of not meeting those expectations.

It was wise for hospitals to aspire to become systems because system‑ness is what health care needs most. A true system is, perhaps above all else, connected. A lack of connection remains the biggest obstacle to quality, access and affordability. It’s time to move beyond simple aspirations and aggregation to become systems in fact.
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