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finance coverage expansions. Not only do their 
organizations devote more energy to payment 
issues than to expansion of coverage; they are also 
likely to oppose expansion proposals that would 
partially finance new coverage by limiting pay 
ments to providers. As a result, we cannot count 
very much on provider organizations to help us 
solve the problem. 

Though we may forget it, each of us is in one 
way or another a part of the health care system. 
That being so, we must look beyond our private 
interests toward the kind of society we want to live 
in. Considering one's social interest is critical if 
one intends to take an ethical role in a public policy 
debate. Individuals must rccogni/.e what it is they 
are willing to give up. The thing given up ma\ be 
money—settling for a smaller Medicare payment, 
for example. But it may also mean giving up the 

time and energy needed to hold one's professional 
organization and political officials accountable for 
achieving the goal one believes in. If we really be
lieve in it, we will make that sacrifice. • 
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The Dynamics of Value 

* Value Dynamics is a regis 
tcrcd trademark of Andersen 
Worldwide S( 

I n closing her keynote address to last spring's 
conference on integrity in the health care mar
ket, Ann Neale, PhD, challenged the health 

care community "to make of the market a graced 
instrument through which we advance the noble 
ends of health care." Earlier in her address, Neale 
named some of the fundamental differences 
between the approaches of a [Hire market econo
my driven by self-interest and the classic concerns 
for human need MM.\ the common good that have 
traditionally guided a member of the medical pro
fession. 

On one hand, Neale noted, is the pure market 
philosophy, which holds that "all goods and ser
vices, including health care, are fungible products 
that can be bought and sold. Nothing has intrin
sic value." On the other hand, she observed, 
medical people have a "calling, a quasi religious 
commitment" to their profession. Self-interest 
and material advancement take second place to 
the concerns of patients and community, social 
concerns with intrinsic value. 

Within Catholic health care, the distinction 
between the two approaches has often been cast 
in terms of a tension between profession/min
istry and margin/market. Given the fundamental 

differences in perspective, Neale said, tension 
between ministry and market is inevitable in the 
health care setting —but there should be no ques
tion which is dominant. The teachings of the 
Catholic Church make it clear that "the economy 
and production are for the good of the person 
and the community, and not the other way 
around." 

To better serve the community, Neale said. 
Catholic health care must develop new models 
for managing its business. The ministry needs 
approaches that, first, open the way for more 
productive dialogue between ministry and the 
market and, second, reshape the way Catholic 
health care organizations allocate their time and 
money. As an example of such .\u approach, she 
cited the new "Value Dynamics" economic 
model developed by Anderson Worldwide SO* 

I ike any other business, a health care organiza
tion creates value by making the most of its 
assets. Fundamentally, the value of a business is 
the value of its assets, both tangible mc\ intangi
ble. This value is determined by the marketplace 
and reflected in a for profit's stock price and in 
the cost of borrowing for a not-for-profit. 

The balance sheet—the traditional wav of mea-
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swing and accounting tor assets-lists only tangi
ble assets, that is. physical and financial assets. In 
the new economy, Andersen suggests, the most 
important assets are intangible assets such as lead
ership, systems and processes, structure, and rela
tionships with employees, suppliers, and cus
tomers. These assets, however, are absent from 
the balance sheet, and leaders frequently consider 
them difficult to measure ,md, thus, to manage 
effectively. The Value Dynamics model is an 
alternative framework that provides for measuring 
the impact of both tangible and intangible assets 
on the organization's market value. As such, it 
may be a particularly useful tool tor transforming 
the debate between margin/market and profes
sion/ministry into a dialogue that results in 
strategies that leverage all the assets to create 
value anil express ministry values. 

THE VALUE DYNAMICS APPROACH 
Managers arc not unaware ot intangible assets. In 
,\n Andersen survey of over 700 top-level execu
tives, those involved in health care emphasized, 
first, customer relationships and, second, hiring 
and retaining the right employees as the top two 
elements of business success. Most of these same 
executives also reported that the measurements 
and management of these critical sources of suc
cess in their companies are not yet in place. 

The tendency to rely on the balance sheet and 
ignore the increasingly important role of intangi
ble assets has very practical implications, especial
ly when it comes to resource allocations. 

Many health care organizations continue to 
invest heavily in such physical assets as hospitals. 
ambulatory clinics, and medical offices. These 
assets are tangible—they can be seen and touched 
.\nd are thought to be stable MU\ durable. These 
investments are perceived to be less risky than 
investments in such intangibles as people, ideas, 
MM\ relationships. However, some of todav \ 
most successful companies are creating new busi
ness models; these models allocate resources for 
precise!) those intangible assets that health care 
organizations have often discussed hut seldom 
put to maximum use. These companies realize 
that the real risk in today's economy is to be too 
heavily invested in tangible assets. 

The Value Dynamics model can help health 
care leaders see how using the full range of their 
assets can improve both the way they create value 
.md the way they express their values. The Value 
Dynamics approach demonstrates how intangible 
assets are sources of economic value and how 
physical .md financial assets are tools for express
ing the organization's ministry values. 

The Value Dynamics approach shows 

how Intangible assets are sources of 

economic value. 

The Value Dynamics approach focuses on the 
interaction of five asset categories (see figure 
below): 

• Physical 
• Financial 
• Employee .md Supplier 
• Customer 
• Organization 
The approach is designed to create stratcgv 

that leverages the full portfolio of assets And rela
tionships, owned .\nd not owned, and to capture 
the value created by the entire portfolio, not onh 
those reflected on 
the balance sheet. 

Some of the 
organizations cited 
in the following 
examples were 
familiar with the Value Dynamics model and 
some were not. However, all of the examples 
demonstrate how both tangible and intangible 
assets are used to increase market value. 

PHYSICAL ASSETS 
Physical assets, including land, buildings, equip
ment, and inventory, are tangible evidence of 
value. All can be found on the balance sheet. 

For many health care organizations, the value 
of"their land and buildings is the foundation of 
their financial structure. In a time of lower inpa
tient census and changing physical plant needs, 
the goal of such organizations is to maximize the 
use of these assets in ways that contribute to 

Value Dynamics Framework 

Customer Assets 
•Consumers 
•Channels 
•Alliances 

Physical Assets 
Inventory 
Fixed Assets 
Infrastructure 

Organization 

k Assets 

Financial Assets 
• Cash 
•Securities 
•Operating Capital 

Human Capital 
MD Partners 
Supply Chain 
Partners 

apitai 
lers 
fiain 
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In the Value Dynamics model, virtually 

everyone Is an asset—Including part-time 

employees. 

financial success. Sonic health care facilities have 
gained additional revenues by renting out 
unnccded space to commercial tenants. 

In the Value Dynamics framework, physical 
assets can also be 
used to create value 
as .m expression of 
the values o f the 
organization. Some 
hospitals wi th unused 

space have developed innovative ways to use their 
buildings to improve community health status by 
offering education programs, health screenings, 
and fitness activities. Others have contributed to 
community projects, such as lending land for a 
neighborhood garden. 

FINANCIAL ASSETS 
The balance sheet also lists financial assets, 
including cash, receivables, and investments. 
Historically, financial assets have added value in 
themselves. In the Values Dynamics model, how
ever, they not only add value in themselves, but 
are also a tool for creating intangible assets that 
increase the organization's overall value. In the 
project we are about to describe, it may appear 
that financial assets are being converted to physi
cal assets in the form of houses. In fact, the hous
es are part o f a reconstructed neighborhood—an 
intangible but very real asset for the hospital the 
neighborhood surrounds. 

St. Bernard Hospital and Health Care Center, 
Chicago, has found an innovative way to use its 
financial assets to advance both its ministry and 
its margin. Founded in 1904, St. Bernard serves 
an impoverished neighborhood called 
Hnglewood. Twenty-five percent ofEnglewood's 
population is unemployed; 40 percent o f its fami
lies live in poverty. Over the last four decades, the 
neighborhood has lost a third o f its housing, .-\ud 
what remains is run down and often owned by 
absentee landlords. 

St. Bernard and its partners have invested 
$15.5 mill ion in the construction o f affordable 
housing on abandoned property adjacent to the 
hospital. The development encompasses 90 sin 
gle-family and duplex homes, selling for as low as 
SI30,000 and $180,000 respectively. 

"We believe the strength of a hospital has a 
direct correlation with the vitality and well being 
o f its surrounding community," says Sr. 
Elizabeth Van Straten, St. Bernard's president 
.\m\ CEO. "And , in turn, this reestablishment o f 
homeowners and commitment to an improved 
community helps our patients through their own 
healing processes." 

Many o f the health problems the hospital 
treats—ranging from rat bites to pulmonary dis
ease—can be traced to the lack o f heat, inade
quate ventilation, and unsanitary conditions that 
typically accompany substandard housing. The 
new housing will help alleviate those problems. 
St. Bernard's leaders also believe that, by encour
aging home ownership, the project will help st-i 
bilize the neighborhood economy and attract tin 
ther investment to it. 

The hospital has reached out to public and pri
vate groups in the city to gain support for the 
project. Neighborhood Housing Services of 
Chicago, for example, is providing home-buyer 
education and counseling (the project's would-be 
buyers are required to enroll in the education 
program). A city program called New Homes for 
Chicago is providing up to $30,000 in assistance 
to interested families. 

By mobil izing the community and spending a 
portion o f its financial assets on affordable hous
ing, St. Bernard has fulfilled part o f its ministry o f 
serving its community. In the words of Cardinal 
Francis George, the project is "helping to recre
ate a healthy neighborhood where families can 
live with dignity and pride.*1 At the same time, 
the hospital has improved its own long-term eco
nomic prospects. 

EMPLOYEE ASSETS 
This category recognizes that an organization's 
intangible assets include employees and other 
people and processes not necessarily owned by 
the organization. 

In the Value Dynamics model, virtually every
one at every level o f a health care organization is 
an asset—including part-time employees, contin
gent workers, and independent contractors. 
From this perspective, position, tenure, and 
salary level are not dependable indicators o f an 
individual's ability to create organizational value. 
The newest nurse may come up with a better way 
to treat burn victims; the lowest-ranking pharma
ceutical line employee may devise a better way to 
package pills. 

Recognition o f every employee's potential for 
contributing to market value is the impetus 
behind the "Spirit at Work" initiative at Fran
ciscan Health System ( FHS), Tacoma, \ V \ In 
the winter o f 1998, FFIS developed a strategic 
plan based on the realization that the system 
needed to regain its traditional reputation for 
compassionate care. 'Flic plan had four primary 
areas o f focus: workplace culture, growth mid 
performance, systems of care, and advocacy mid 
community health. 

4 8 • S E P T E M B E R - OCTOBER 2 0 0 1 H E A L T H PROGRESS 



SPECIAL SECTION 

Although all lour areas were important, CEO 
Joe Wilczek saw the creation of a distinctive II IS 
culture as especially important. "Successfully 
implementing the strategic plan depends on the 
quality, satisfaction, and engagement of staff and 
physicians," he noted. In the South I'uget Sound 
area, staffing shortages (and resulting wage in
creases because of overtime and employment agen
cy use) underscored FHS's need to become the 
employer of choice. The Spirit at Work initiative, 
focusing on what has been called the "employee-
customer profit chain," has proven to be the key 
strategy for accomplishing the overall plan.-' 

Spirit at Work is led by a "Guiding ('oalition" 
comprising employees, from all levels of the orga
nization, who are informal leaders among their 
peers. "Champion Groups," which are multidis-
ciplinary teams representing all levels of the orga 
nization, and "Service Excellence Teams," 
focused at the department level, complete the ini
tiative's structure. The initiative involves exten
sive training, development of tools and resources, 
the integration of "service excellence behaviors" 
into job descriptions, performance reviews, com
pensation plans, ,\nd recognition programs- all of 
which requires significant investments of dollars, 
time, and energy. But they are investments in the 
development of intangible assets, a means of 
increasing overall market value. 

A critical success factor is patient, stall", MK\ 
physician satisfaction. Guided by the Gallup 
Organization, FHS now measures employee 
"•engagement"—which blends job satisfaction 
with productivity1 .\nd profitability—instead of 
simple "satisfaction." In Gallup's first survey, 
IMS ranked in the 6()th percentile of the consul 
tant's health care clients. Gallup plans to survey 
again this fall. Meanwhile, patient satisfaction 
scores have steadily increased over the past three 
years; physician satisfaction monitoring has 
begun. 

Increased market share growth and recent 
awards and recognition attest to the success of 
the Spirit at Work initiative. In 1999, one II IS 
member, St. Joseph Medical (.'enter, Taeoriia, 
W'A, received two Consumer Choice Awards, one 
for overall quality and image and one for cardiac 
care services* In 2000 another FHS program, 
"Improving Care Through the End of Life," 
earned national recognition from the American 
Hospital Association. In the same year, HCIA-
Sachs named FHS's St. Francis Hospital, federal 
Way. WA, one of the nation's top 100 hospitals 
for high value to customers through effective use 
of resources, efficient care, and high-quality out
comes.' 

Organization assets Include leadership, 

structure, processes, and intellectual 

property. 

CUSTOMER ASSETS 
In this category, the source of value is the cus
tomer. "Customers" include not only those who 
receive health-related service but also those who 
provide the services and products that are part of 
the overall delivery system. None of these is treat
ed as ,\n asset by traditional accounting systems. 
As a result, such 
systems fail to rec
ognize customers 
as assets that can be 
used to help guide 
decisions about 
investments ,\nd customer-related opportunities 
for creating market value and expressing ministry 
values. 

However, UnitedHealth Group, a health and 
well-being company based in Minnetonka, MN, 
is ,\n organization that is making the most of its 
customer assets. In the late 1990s, physicians and 
their professional groups were attacking the long
standing HMO policy under which treating 
physicians had to secure M\ insurer's approval 
before sending patients to a hospital or for spe
cialized treatment. Patients were increasingly 
angry about and frustrated by the policy. Class-
action lawsuits blamed HMOs, rather than doc
tors, for poor medical results. Congress was con
sidering legislation that would give patients the 
right to sue HMOs for malpractice. 

UnitedHealth Group responded to this situa
tion by announcing that it would no longer 
require physicians to clear treatment decisions. 
Doctors could treat their patients without having 
to get prcauthoii/ation. 

According to the organization's leaders, their 
decision was based on several factors: 

• Both physicians and patients had become 
more aware of the need to limit costs, so the poli
cy was unnecessary. 

• The HMO had found itself placed uncom
fortably in the middle of patient-doctor relation
ships. 

• Substantial savings could be realized in pro
cessing referral MK\ procedure requests. 

The chief factor, however, was United Health's 
belief that the policy change would differentiate 
the company from its competitors, thereby win
ning public approval. By making it easier tor its 
customers to get better care, the organization 
increased the likelihood that they would remain 
in the United Health fold. The policy change was 
also likely to attract new customers. The organi
zation was thus able to create new value w ilh its 
customer assets while improving health care for 
its customers. As William W. McGuire, M P , 

*( onsumer Choke Awards, 
sponsored In the National 
Research Corporation, Lincoln, 

NE, are announced .inmulK in 
Modern Healthcare. 

'HCIA-Sachs is new Soluckni 

LLC . a company specializing in 

"benchmarking" information 

tui health care organizations. 

HEALTH PROGRESS S E P T E M B E R - OCTOBER 2 0 0 1 49 



SPECIAL SECTION 

The Value Dynamics framework can also 

help a board of directors search for a 

new CEO. 

chairman and CEO of UnitedHealth Group, put 
it, "Our view of value in the marketplace has 
included not just the measurement of the price of 
services, but also their convenience, quality, and 
consistency with the underlying values of the cus
tomer." 

ORGANIZATION ASSETS 
In the Value Dynamics framework, organization 
assets include its leadership, structure, processes, 
systems, culture and values, brands, MK\ intellec

tual property. 
Together these oper
ate as the organiza
tion's nervous sys
tem, connecting all 
the other assets into 

AU effective whole. Organization assets are not 
found on a typical balance sheet, though they 
obviously would affect any effort to judge .m 
organization's worth. 

Consider, for example, organizational struc
ture, typically represented on a chart and indicat
ing the organization's chain of accountability and 
responsibility. To the degree that it provides a 
clear road map for the human interactions that 
deliver margin and uphold the ministry's values, 
structure is a critical factor in any organization's 
future. 

In 1999, the cosponsorship of the Daughters 
of Charity National Health System, St. Louis, 
and the Sisters of St. Joseph I tcalth System, Ann 
Arbor, MI, created Ascension Health, the 
nation's largest Catholic health care system. 
While the sponsors were developing a new mis
sion and vision. Ascension's leaders saw that they 
must also change the structure and function of 
the new system's national office in relation to its 
local health ministries. 

To increase both the tangible .md intangible 
value of Ascension's structure asset, the system's 
leaders put in place what they termed a "dis
tributed leadership model" and identified five 
"distinguishing characteristics" that would serve 
as the model's strategic direction. The five distin
guishing characteristics are clinical excellence, 
well-run organization, work-life community, 
innovation, and voice for the voiceless. 

With the new leadership structure. Ascension's 
leaders were not encouraging decision making by 
consensus but hoping to tap a wide range of 
experiences and view points from among all ranks 
of the system's leaders. They intended it to be 
flexible enough to allow leaders having the appro 
priate knowledge to make high-quality decisions. 
Ascension's leaders believed that, by tapping into 

the leadership talent existing throughout the sys
tem, they could reduce the number of high-level 
executive posts at headquarters, 

Today Ascension is organized around five 
strategy teams, one for each of the distinguishing 
characteristics, all charged with moving the svs-
tem's transformation agenda forward. The 
changes sought by the teams involve some of the 
other organization assets recognized in the Value 
Dynamics model. 
Clinical Excellence Ascension's Clinical Excellence 
Team, having borrowed a term from the field of 
finance, is dedicated to creating an "obligated 
clinical group" that will continually improve clini
cal outcomes and patient safety. 
Well-Run Organization The Well Run Organization 
learn works to improve the performance of 
Ascension's process and system assets, both in 
the national office and among the various hospi
tals MU\ medical facilities (known internally as the 
"health ministries"). A separate company is being 
created to redesign the system's supply chain, and 
a new shared-services unit will seek economies of 
scale and facilitate the transfer of information 
among the ministries. 

Work-Life The Work-Life Community Team is cre
ating a work environment that integrates spiritu
ality, recognizes emplovees' changing needs, and 
ensures that emplovees' feel the worth of their 
contributions to the mission. Special initiatives 
also focus on creating a diverse and inclusive 
workplace. 
Innovation I he Innovation Team is dedicated to 
reinforcing Ascension's culture and its commit
ment to pushing new ideas ahead rapidly, moving 
them throughout the system, and learning from 
both successes and failures. This team will also 
create new business opportunities to bring in 
additional revenue, thereby adding to the sys
tem's ability to fund its mission imperatives. 
Voice for the Voiceless Al though some of 
Ascension's changes are meant to improve the 
system's margin by improving efficiency and 
effectiveness, all are intended to increase the 
common good. Ascension continues to seek poli
cies that will create a more just health care system 
in the nation. Indeed, the whole transformation 
of the system's structure assets has been present
ed to employees and the public as a reflection of 
its vision, "rooted in the loving ministry of Jesus 
as healer," to serve all in need, but particularly 
those who are poor and vulnerable. 

Organization assets also include leadership. 
Hie Value Dynamics framework can be a useful 
tool for a board of directors in its search for a key 
leadership asset, a new chief executive officer. 
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Board members might begin, for example, by 
recognizing the immediate impact this person 
will have on the economic value o f the organiza
tion. Does the CEO candidate have a track 
record that will instill confidence in the market
place? Has he or she demonstrated recognition o f 
the importance the market now places on intangi
ble assets? Is his or her experience going to be 
transferable to this institution or system? 

Does the CEO candidate have real insight into 
the operation of a hospital system? Hid he or she, 
in previous positions, demonstrate AU ability to 
increase the value o f intangible assets as well as 
tangible ones? Has he or she increased revenues, 
market share, and profits? Has he or she estab
lished closer connections with customers, 
inspired employees to greater achievement, and 
developed closer and mutually beneficial relation
ships with suppliers? Is he or she comfortable 
with the new medical technologies1 

The board will want to be sure that the new 
CEO has shown a capacity for changing an organi
zation, because change is the hallmark of the 
"Information Age." It will ask whether the CEO: 

• Has reengineered processes ami systems 
• Has altered corporate structures MU\ shown 

skill at selecting high-performing staff members 
• Has built a top-notch medical staff 
• Has firmly established or enhanced the cul

tures of his or her organizations 

• Knows how to create the sense of challenge 
and urgency that is the essence o f true leadership 

AboVe all, the board will want to be certain 
that the new leader supports the organization's 
culture and values. The candidate's business skills 
may be formidable, but his or her actions must 
also have demonstrated a commitment to the 
ministry function. And because a leader's personal 
commitment is not in itself sufficient, the candi

date must also possess in abundance the people 
skills, dedication, and charisma necessary to instill 
these values in employees, thereby ensuring that 
those values are manifest in the institution's even 
action. A CEO with these qualities can negotiate 
the current health care marketplace with integrity 
as a Catholic health ministry leader. 

A NEW OPPORTUNITY 
The Value Dynamics approach is not the sole-
effort today to recognize and give full value to 
intangible assets. Nor does the Value Dynamics 
model resolve the inherent differences in the 
motivation of the market and the motivation o f 
the medical profession and the ministry. It does 
suggest, however, that there may be a new way o f 
framing the debate between margin ,\\K\ ministry. 
Indeed, it suggests that that debate might better 
be understood as a dialogue through which the 
market and the profession /ministry can work 
together to contribute to the margin and provide 
faith-based health care. • 
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