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o What happens when vour 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, and sideways)
to the mission? What are your obligations (and
related options) when institutional leaders are
morally bankrupt?

e How is your team most likely to respond
when experiencing a problem concerning patient
safety or quality care? Do vou try to ignore the
discomtort and pretend there is no problem?
Believe you are powerless to eftect a solution?
Commit vour 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 and moral leadership.

Evaruating 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
and 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 with
a sample survey tool of institutional integrity and
moral leadership. u
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Organizational Ethics Case Study:

e Bon Secours Richmond

he personnel of an organization make scores

of 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 carcful examination, reflect the values of that
organization and staff. Most of these decisions
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- Contract Renewal

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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attect relationships among, those served, the cul-
ture of the organization, and the very nature and
mission of the organization. Mergers, lavofts, and
legal actions are examples of situations with sig-
nificant consequences that suggest a more com-
plex and structured discernment process.

For Catholic health care providers today, the
challenge of discerning the proper course of
action is all the more exacting because of the
nature of the activity and the values inherent in a
religious organization. In the fall of 1999, Bon
Secours Richmond Health System™* faced a vex-
ing decision regarding its contract with the local
Actna health plan. The situation described here is
not intended to be a model for complex ethical
decision-making n a Catholic health care organi-
zation, but rather to invite discussion of the val-
ues and structures needed to ensure a compre-
hensive discernment.

The Case

In the 19905, Bon Secours Richmond Health
System had established contractual refationships
with every health care insurer in central Virginia.
The system’s St. Mary’s Hospital had sought, in
addition to an excellent reputation for compas-
sionate and high-quality services, to be one of the
lower-cost providers for central Virginia. Al-
though insurers carly in the decade contracted
with all area hospitals for their indemnity and
PO products, many tried to control costs by
limiting their HMO enrollees to selected hospi-
tals. Providers accepted lower reimbursement
terms in exchange for an increased volume of
patients to their facilities. The financial risks asso-
ciated with indemnity and 'O products are
borne, in large part, by individuals or self-insured
businesses. The insurer under an HMO product
assumes financial risk and reward.

Bon Secours facilities maintained a charge
structure 25 to 40 percent lower than that of
other arca hospitals, for two reasons: concern for
the cost of health care in the community, particu-
larly for the out-of-pocket expenses of patients,
and because such a business strategy enabled the
organization to capture greater market share.
This allowed for a lower per-unit expense and an
acceptable bottom line. Bon Secours was, in fact,
the preferred provider of health plans for their
HMO product. The “win-win™ was more busi-
ness directed to Bon Secours hospitals for a lower
cost to insurers.

The dilemma for health plans in the mid to late
1990s was how to increase their business. The
choices were fairly simple: either merge with or
buy out competing plans, or “open™ their limited
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HMO networks to resemble their PPO product
that gave consumers a greater choice of
providers. Several plans did both.

The merger of US Healthcare and Aetna led to
significant changes in the Richmond market.
When Aerna subsequently acquired the central
Virginia business of Prudential and NYLCare,
turther efforts to reduce payments, in line with
Prudential’s capitated contract, became matters
tor negotiation. The “new Actna” proceeded to
allow patients to use previously excluded hospi-
tals—bur it continued to pay Bon Secours rates *Bon Secours Richmond is the

predicated on the basis of a limited network leading not-for-profit health
care system in central
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arrangement, even though the contract specifical-
ly called for higher payments in the event net- seoto e BR e Wi
work (\'ll‘ll]g&‘h were il'l'lpli:l]llfllh:d. Il'litik'l”,\', Actna fourth under conseruction,
did not disclose to Bon Secours changes in its two seriior living communi-
network of providers and afterwards declined to thts, phiysician practices and
make payment adjustments. Failure to adjust pay- s Mz gate, SET5 Pt of
ments over the preceding 18 months and routine B R ShL s Hakh et
claim denials resulted in a several million-dollar Inc., 2 national health system
payment shorttall to Bon Secours. spansored by the Sisters:of
The local Bon Secours chiet executive estab-

Virginia, conssting of three

services, as well as home care

Bon Secours
lished an internal strategy team consisting of

managed care, finance, hospital administration,
and sponsorship senior team members. The

responsibility of this group was to produce data
enabling the team to understand the impact of Lt
various potential scenarios, establish negotiating
parameters, and evaluate trom several perspec-
tives the responsibilities and consequences to Bon
Secours tor this contract. The local system also
worked with corporate staff to establish the
approach and acceptance of any final decision. et
The management team determined that
whether Bon Secours lost the contract or agreed
1o a new pricing structure, significant risks were
apparent. If Bon Secours failed to retain its Aetna
business, which represented 8 percent of revenue,
the loss of income would place both capital
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improvement needs and wage increases in jeop-
ardy. But to agree to such a significant discount
in the current business to the point required by
Aetna would adversely affect the stewardship of
resources tor the local system. Within a year, Bon
Secours could expect other major health plans to
pursue a similar rate structure. In addition to
toregoing employee raises and equipment —
replacement, Bon Secours could likely face deci-
sions about the level and quality of care delivered
Lo its patients.

In a mid-September letter to Aetna, Bon
Secours was willing to agree to a price reduction
for the PO contract that would address the
needs of local self-insured employers. The HMO
rates, in which all savings accrued to the benefit
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of the insurer directly, were unacceptable, Thus,
at the end of December 1999, Bon Sccours’
agreements with Aetna were terminated.

DiscussioN

Bon Sceours could have decided that the viability
of the local system took precedence over all other
considerations. And indeed, the organization did
conclude that to accept such an agreement would
eventually set the local system on a course of con-
tinuous decline. Bur
If care is compromised through before reaching such

inadequate staff, delayed care, or aged a conclusion outright,
an ethical reflection

suggests examining
failing to address the moral c¢laims of the decision in light
of several, ar 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?

e What risks or issues are raised for Bon
Secours’ physicians and their patients by termi-
nating the contract?

e What standard of care is Bon Secours obligat-
ed to provide?

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

e What obligations to its employees does the
organization have?

e What community or mission services are put
in jeopardy by accepting this contract?

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

& What options do emplovers have tor health
care services?
Promotion of Human Dignity Health care organizations

equipment, then an organization risks

its patients.

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 of 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 and 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
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address these needs.

For health care providers, the essence of a con-
tract negotiation is the ability to have suthicient
resources to fulfill responsibilities and satisty
future needs, Whenever resources are limited,
leadership must evaluate to what extent the rami-
tications 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 exccutives and
their teams try to reduce the nonclinical compo-
nents of the cost equation (travel, marketing,
purchased services, support functions, etc. ) while
sceking to preserve the necessary resources to
administer excellent care. When the savings
required are in the millions of dollars, the arcas of
tocus 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 Bevond 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 services 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 community. A Catholic
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 ters 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
cconomic 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 Scveral additional mem-
bers of the community are affected by the termi-
nation of a payer contract. Perhaps the greatest
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level of disruption occurred tor ambulatory
patients of Bon Secours’ physicians who had only
one health plan option (Aetna) through their
emplover. Several hundred people had to transter
medical records and establish new primary care
relationships. A historical bond with a physician is
a significant part of a person’s health mainte-
nance, and trust developed over time is not readi-
ly transferred to a clinician who has lirde familiari-
ty with the person and his/her conditions,
thoughts, and perceptions. Ongoing payer partic-
ipation not only provides a stable and predictable
business climate, but may be essential to the com-
munity’s access of 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 of the common good, what obligations to
the community would Bon Secours have had if 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 of a provider in
light of change. Communication with con-
stituents throughout the community is not only
good public relations, but is also an obligation of
an organization secking to act faithfully.

STRUCTURES

Before this event, the management team did not
have a formal organizational process for evaluat-
ing and retlecting on the ethical import of its
managed care contracts. The long-standing poli-
¢v of having agreements with all health plans
became instead an opportunity to establish a
more tormal structure for understanding the
impact of contracts on the organization’s obliga-
tions to patients, community, staff, and its own
tuture. Fortunately, the vice president for spon-
sorship and other senior team members were
cognizant of placing the discussion in the context
of the principles and values affirmed by Catholic
health care. Nonetheless, the “habit™ of reflecting
in an inclusive, multidimensional manner requires
a planned approach within an established forum,
or else it is likely to remain ad hoc and dependent
on the gifts of individual leaders.

As Sr. Carol Taylor’s article indicates (p. 37),
moral agency requires developed competencies.
The ongoing education and formation of execu-
tive leadership should enable an organization to
assimilate ethical concerns and obligations to
stakeholders into the decision-making process.
Frequently these elements emerge as a result of a
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significant issue or crisis. However, routine dis-
cussions around budget, capital priorities, risk
management, and internal audit functions (to
name a few) are opportunitics to use instruments,
such as those presented by Tavlor, to discern the
moral good and reattirm the mission and vision
shaping our acriviry as faith-based providers in
health care.
Communication with constituents
Postscript
For the past vear and
halt Bon Secours has
not been a provider in
the Actna nerwork of
central Virginia. The
health system has been
able to replace a majority of the business, in part
from the transition of many thousands of
enrollees into other health plans thae include the
Bon Secours’ facilities within their networks.
Health care remains both a local and relational
experience for most of the population. One’s per-
sonal physician and the experience of compassion-
ate care still render considerable influence in the
selection of health coverage. And although the
outcome proved more financially positive than
Bon Secours’ leaders originally anticipated, the
benefits to the organizational culture, perception,
and commitment to the community brought
renewed strength and sense of purpose. L]

throughout the community Is not only

good public relations, but Is also an
obligation of an organization seeking to

act falthfully.
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