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• What happens when your institutional leaders 
make decisions not in keeping with the stated 
vision, mission, and core values? Does the institu
tional culture/ethos support holding one another 
accountable (up-down, down-up, MK\ sideways) 
to the mission? What are your obligations (and 
related options) when institutional leaders are 
morally bankrupt? 

• How is your team most likely to respond 
when experiencing a problem concerning patient 
safety or quality care? Do you try to ignore the 
discomfort and pretend there is no problem? 
Believe you arc powerless to effect a solution? 
Commit your best energies to resolving the prob
lem? 

The box on p. 38 offers a set of questions to 
guide ethical reflection and discussion on institu
tional integrity MK\ moral leadership. 

EVALUATING MORAL LEADERSHIP 
We cannot presume institutional integrity and 
moral leadership in our health care ministry; now 
is the time to hold ourselves accountable in this 
regard. Board members are exquisitely prepared 
to evaluate an institution's or system's finances 
,md are adept in holding senior management 
accountable for market share and financial perfor
mance. Boards seem less skilled in raising ques
tions about moral integrity and the trust an insti
tution engenders from its patients, employees, 

and the public. The box on p. 39 concludes w ith 
a sample survey tool of institutional integrity and 
moral leadership. • 
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T 
he personnel of an organization make scores 
ot decisions daily, often in direct response to 
the needs of a customer or to make opera

tional improvements. Virtually all decisions have 
financial consequences for the organization and, 
on careful examination, reflect the values of that 
organization and staff. Most of these decisions 

take place in the context of a situation with dis
crete parameters, recognizable consequences, and 
frequently a well-established culture and value 
system that suggests the appropriate course of 
action. These "habits" guide the routine of the 
organization. Occasionally, however, significant 
events call for a decision that may profoundly 
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affect re lat ionships a m o n g those served!, the c u l 

ture o f the o r g a n i z a t i o n , and the very nature and 

mission o f the o rgan iza t ion . Merge rs , layoffs, and 

legal act ions are examples o f s i tuat ions w i t h sig

n i f icant consequences tha t suggest a m o r e c o m 

plex and s t ruc tu red d iscernment process. 

For Ca tho l i c health care prov iders today, the 

chal lenge o f d iscern ing the p rope r course o f 

ac t ion is all the more exac t ing because o f the 

nature o f the act ivi ty M\d the values inherent in a 

re l ig ious o rgan i za t i on . I n the fall o f 1999, Bon 

Secours R i c h m o n d H e a l t h System* faced a vex

i ng decis ion regard ing its cont rac t w i t h the local 

Aetna health plan. T h e s i tua t ion descr ibed here is 

no t i n tended t o be a m o d e l for comp lex ethical 

dec i s ion -mak ing in a Ca tho l i c heal th care o rgan i 

za t i on , bu t rather t o inv i te discussion o f the val

ues and structures needed t o ensure a c o m p r e 

hensive d iscernment . 

THE CASE 
I n the 1990s, Ron Secours R i c h m o n d Hea l th 

S\stem had established con t rac tua l re lat ionships 

w i t h even health care insurer in central V i rg i n i a . 

The system's St. Ma ry ' s Hosp i t a l had sough t , in 

add i t i on t o .\n excellent repu ta t ion for compas

sionate and h igh-qua l i t y sen ices, t o be one o f the 

lower-cost prov iders fo r central V i r g i n i a . A l 

t h o u g h insurers early in the decade con t rac ted 

w i t h all area hospitals for thei r i n d e m n i t y and 

P P O p r o d u c t s , many t r ied to c o n t r o l costs by 

l i m i t i n g thei r H M O enrol lces t o selected hospi

tals. Providers accepted lower re imbursemen t 

te rms in exchange fo r an increased v o l u m e o f 

pat ients t o thei r facil i t ies. The f inancial risks asso

ciated w i t h i ndemn i t y and P P O p roduc t s are 

b o r n e , in large par t , by ind iv idua ls o r self- insured 

businesses. The insurer under an H M O p r o d u c t 

assumes f inancial risk and reward. 

Bon Secours facil it ies ma in ta ined a charge 

s t ruc ture 25 t o 4 0 percent lower than that o f 

o ther area hospi ta ls , for t w o reasons: concern for 

the cost o f heal th care i n the c o m m u n i t y , pa r t i cu 

larly for the ou t -o f -pocke t expenses o f pat ients , 

and because such a business strategy enabled the 

o rgan iza t ion t o capture greater marke t share. 

Th i s a l l owed fo r a lower per uni t expense and an 

acceptable b o t t o m l ine. B o n Secours was, in fact, 

the preferred prov ider o f heal th plans for thei r 

11 M O p r o d u c t . T h e " w i n - w i n " was m o r e busi

ness d i rected t o Bon Secours hospitals for a lower 

cost t o insurers. 

T h e d i l e m m a tor health plans in the m i d t o late 

1990s was how to increase thei r business. The 

choices were fairly s imple: e i ther merge w i t h o r 

b i n ou t c o m p e t i n g plans, o r " o p e n " thei r l im i ted 

H M O ne tworks to resemble their P P O produc t 

tha t gave consumers a greater choice of 

prov iders. Several plans d i d b o t h . 

The merger o f US Hea l thcare and Aetna led t o 

signi f icant changes in the R i c h m o n d market . 

W h e n Aetna subsequent ly acqu i red the centra l 

V i rg in ia business o f P ruden t ia l and N Y L C a r e , 

fu r the r ef for ts t o reduce payments , in l ine w i t h 

Prudent ia l ' s capi tated con t rac t , became matters 

fo r nego t i a t i on . T h e "new A e t n a " proceeded to 

allow patients t o use previously exc luded hospi 

tals—but it con t i nued t o pay Bon Secours rates 

pred icated o n the basis o f a l im i ted n e t w o r k 

a r rangement , even t h o u g h the cont rac t specif ical

ly called for h igher payments in the event net

w o r k changes w ere i m p l e m e n t e d . In i t ia l l y , Aetna 

d id not disclose to B o n Secours changes in its 

n e t w o r k o f p rov iders and af terwards decl ined t o 

make payment ad jus tments . Failure t o adjust pay 

ments over the preced ing 18 m o n t h s and rou t ine 

c la im denials resul ted in a several m i l l i on -do l l a r 

payment shor t fa l l t o B o n Secours. 

T h e local B o n Secours ch ie f execut ive estab

l ished an in terna l strategy team cons is t ing o f 

managed care, f inance, hospi ta l adm in i s t r a t i on , 

and sponsorsh ip senior team members . The 

responsib i l i ty o f th is g r o u p was t o p roduce data 

enab l ing the team t o unders tand the impac t o f 

var ious po ten t ia l scenarios, establish nego t i a t i ng 

parameters, and evaluate f r o m several perspec

tives the responsibi l i t ies and consequences t o B o n 

Secours for th is con t rac t . T h e local system also 

w o r k e d w i t h co rpora te s taf f t o establish the 

approach and acceptance o f any f inal dec is ion. 

T h e management team de te rm ined that 

whe the r B o n Secours lost the cont rac t o r agreed 

t o a new p r i c ing s t ruc tu re , signif icant risks were 

apparent. I f B o n Secours fai led t o retain its Aetna 

business, w h i c h represented 8 percent o f revenue, 

the loss o f i ncome w o u l d place b o t h capital 

i m p r o v e m e n t needs and wage increases in jeop

ardy. But t o agree t o such a signi f icant d i scoun t 

in the cur rent business t o the po in t requ i red by 

Aetna w o u l d adversely affect the stewardship o f 

resources fo r the local system. W i t h i n a year, B o n 

Secours cou ld expect o the r ma jor heal th plans t o 

pursue a simi lar rate s t ruc tu re . In add i t i on t o 

f o rego ing employee raises m^\ equ ipmen t 

rep lacement , B o n Secours c o u l d l ikelv face deci

sions abou t the level and qua l i t y o f care del ivered 

t o its pat ients. 

I n a m id -Sep tember let ter t o A e t n a , B o n 

Secours was w i l l i n g to agree t o a pr ice reduc t i on 

for the P P O cont rac t tha t w o u l d address the 

needs o f local sel f - insured employers . T h e H M O 

rates, in w h i c h all savings accrued t o the benef i t 

"Hon Secours Richmond is the 
leading not-for-profit health 
care system in central 
Virginia, consisting of three 
acute care facilities, with a 
fourth under construction, 
two senior living communi
ties, physician practices and 
sen ices, .is well .is home care 
and hospice cue It is pari of 
Bon Secours Health System, 
Inc., a national health system 
sponsored by the Sisters oi 
I'n m Secours 
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If care Is compromised through 

inadequate staff, delayed care, or aged 

equipment, then an organization risks 

falling to address the moral claims of 

its patients. 

of the insurer directly, were unacceptable. Thus, 
at the end of December 1999, Bon Secours' 
agreements with Aetna were terminated. 

DISCUSSION 
Bon Secours could have decided that the viability 
of the local system took precedence overall other 
considerations. And indeed, the organization did 
conclude that to accept such ail agreement would 
eventually set the local system on a course of con

tinuous decline. But 
before reaching such 
a conclusion outright, 
.m ethical reflection 
suggests examining 
the decision in light 
of several, at times 
competing, values. 

CHA's annual "Foundations of Catholic Health 
Care Leadership" educational program provides 
such a guide. 

The wider questions raised by the situation 
included: 

• Who are the stakeholders for such a decision? 
• What risks or issues are raised for Bon 

Secours1 physicians and their patients by termi
nating the contract? 

• What standard of care is Bon Secours obligat
ed to provider 

• What work environment, in terms of equip
ment and facilities, is needed to care for patients? 

• What obligations to its employees does the 
organization have? 

• What community or mission sen ices are put 
in jeopardy by accepting this contract? 

• What stake does the wider community have 
in this decision? 

• What options do employers have for health 
care services? 
Promotion of Human Dignity Health care organizations 
exist to promote and improve the health of 
patients. If care is compromised through inade
quate staff, delayed care, or aged equipment, 
then an organization risks failing to address the 
moral claims of its patients. The "stakeholders" 
with the strongest claim on the conduct and per
formance oi~ a health care enterprise are the 
patients and their family members. Good quality 
care is the essential and tangible reflection of a 
provider's intent to honor the dignity anil pro 
mote the well-being of the person. Moreover, 
although all providers are expected to go beyond 
corporal concerns and attend to patients' emo
tional and spiritual needs, faith-based providers 
have an expressed accountability to patients and 
families to provide the necessary services that 

address these needs. 
for health care providers, the essence of a con 

tract negotiation is the ability to have sufficient 
resources to fulfill responsibilities and satisfy 
future needs. Whenever resources are limited, 
leadership must evaluate to what extent the rami
fications of those scarce, or diminishing, 
resources are likely to cause a reduction in com
passionate quality care. 

The perpetual task of administration is to 
increase business and achieve expense savings. 
When revenue is declining, pressure to reduce 
costs is that much greater. Most executives ,\nd 
their teams try to reduce the nonclinical compo
nents of the cost equation (travel, marketing, 
purchased sen ices, support functions, etc.) while 
seeking to preserve the necessary resources to 
administer excellent care. When the sav ings 
required are in the millions of dollars, the areas of 
focus include the postponement of technology 
and plant investments and, invariably, labor sav
ings through staffing levels and redesigned care 
models. Significant contract changes can place an 
organization on the slippery slope that views 
health care as a commodity and the patient as the 
"customer" who is entitled to purchase only so 
much service. 

Care for Poor and Vulnerable Persons Beyond direct 
patient care and the walls of the hospital are pop
ulations whose health status is disproportionately 
at risk by virtue of genetic, social, and economic 
conditions. Because Catholic and other faith-
based providers recognize that "being with" and 
caring for the least valued among society brings 
the Gospel to life, preservation of these mission 
activities and sen ices is an ethical priority for the 
institution. No one organization can address all 
the needs of the most vulnerable. Every organiza
tion must match its capabilities with the appropri
ate needs of the communi ty . A Cathol ic 
provider's presence and witness within a commu
nity, however, cannot be exchanged for a need to 
preserve the "core business." Second, faith-based 
providers should not be baited by "the market
place" into either establishing different standards 
or tiers of" health care delivery based on economic 
ability or social standing, or selectively pursuing 
preferred paver populations. Because the market 
seeks to eliminate or avoid activity that has no 
economic value, mission-driven institutions must 
continuously be vigilant that their decision mak
ing gives consideration for the needs of those 
with limited resources. 

Promote the Common Good Several additional mem
bers of the community are affected by the termi
nation of a payer contract. Perhaps the greatest 
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level o f d i s rup t i on occurred for ambu la to ry 
patients o f Bon Seeours* physicians who had only 
one health plan opt ion (Aetna) through their 
employer. Several hundred people had to transfer 
medical records .md establish new primary care 
relationships. A historical bond with a physician is 
a significant part o f a person's health mainte
nance, and trust developed over time is not readi
ly transferred to a clinician who has little familiari-
t\ w i th the person and h i s / h e r c o n d i t i o n s , 
thoughts, .\\n\ perceptions. Ongoing payer partic
ipation not only provides a stable and predictable 
business climate, but may be essential to the com-
munity 's access o f one of the more significant 
components to good health: an effective relation
ship with a health care provider. 

The "common good" depends frequently on 
the particular circumstances of the situation. In 
light o f the common good, what obligations to 
the community would Bon Seeours have had i f it 
had not been the lower-cost provider? Or, in 
another circumstance, the sole acute care 
provider in the community? 

Finally, business and citizens in the community 
always evaluate the reputation o f a provider in 
light o f change. Communication with con
stituents throughout the community is not only 
good public relations, but is also m obligation o f 
an organization seeking to act faithfully. 

STRUCTURES 
Before this event, the management team did not 
have a formal organizational process for evaluat
ing .md reflecting on the ethical import o f its 
managed care contracts. The long-standing poli
cy o f having agreements with ail health plans 
became instead ,\n opportunity to establish a 
more formal structure for understanding the 
impact o f contracts on the organization's obliga
tions to patients, community, staff, and its own 
future. Fortunately, the vice president for spon
sorship and other senior team members were 
cognizant o f placing the discussion in the context 
o f the principles MK\ values affirmed by Catholic 
health care. Nonetheless, the "habi t " o f reflecting 
in .m inclusive, multidimensional manner requires 
a planned approach within m established forum, 
or else it is likely to remain ad hoc and dependent 
on the gifts o f individual leaders. 

As Sr. Carol Taylor's article indicates (p. 37), 
moral agency requires developed competencies. 
The ongoing education and formation o f execu
tive leadership should enable .m organization to 
assimilate ethical concerns and obligations to 
stakeholders into the decision-making process. 
Frequently these elements emerge as a result o f a 

significant issue or crisis. However, routine dis
cussions around budget, capital priorities, risk 
management, and internal audit functions (to 
name a few i are opportunities to use instruments, 
such as those presented by Taylor, to discern the 
moral good M~\d reaffirm the mission ami vision 
shaping our activity as faith-based providers in 
health care. 

POSTSCRIPT 
Communication with constituents 

throughout the community Is not only 

good public relations, but is also an 

obligation of an organization seeking to 

act faithfully. 

For the past year and 
half Bon Seeours has 
not been a provider in 
the Aetna network of 
central Virginia. The 
health system has been 
able to replace a majority o f the business, in part 
from the transition of many thousands of 
enrollees into other health plans that include the 
Bon Seeours' facilities within their networks. 
I lealth care remains both a local and relational 
experience for most o f the population. One's per
sonal physician and the experience o f compassion 
ate care still render considerable influence in de
selection o f health coverage. And although the 
outcome proved more financially positive than 
Bon Seeours' leaders originally anticipated, the 
benefits to the organizational culture, perception 
and commitment to the community brought 
renewed strength and sense of purpose. i 
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