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This review aims to support the development tool on how Clinical
Commissioning Groups might be governed to ensure these new organisations
operate effectively and support the provision of high quality, safe care.

Specifically, the relevant evidence from empirical research and guidance on the
following is discussed:

previous examples of GP Commissioning in the UK and internationally, and

potentially relevant organisational forms, including networks, employee
‘owned’ firms, such as mutuals and social enterprise, professional
partnerships and family-run firms in terms of learning from their governance
arrangements.

The governance of these various organisational forms is presented together
with their advantages and disadvantages. We also identify the main learning
points for the developing Clinical Commissioning Groups.

Finally, we draw together the learning in terms of the roles (formulating strategy,
ensuring accountability and shaping culture) and ‘building blocks’ (context,
intelligence and engagement) of governance, as developed in previous work on
NHS Board governance, The Healthy NHS Board (NHS National Leadership
Council, 2010): this was based on an extensive review of research and
guidance in healthcare and non-healthcare domains (Ramsay et al., 2010),
alongside consultation with experts on leadership and approximately 1000 NHS
staff.

The learning from this current review is summarised here, organised around the
roles and building blocks of governance, as outlined in The Healthy NHS Board.

Formulating strategy

Evidence suggests that effective strategy should incorporate challenging but
achievable goals, reflecting local and national priorities, including quality and
safety, workforce, innovation and value for money. It should take a long-term
view (of three to five years) and be revisited and refreshed regularly, reflecting
performance and changes in context; also it should be translated into frontline
activity (Ramsay et al., 2010).

This review strongly confirms the importance of clear, long-term organisational
strategy in a wide range of organisational forms. In the context of Clinical
Commissioning Groups, a particular focus of this strategy, as identified in
research on networks, is maintenance and development of the interactions
between member organisations (Goodwin et al., 2003, Agranoff and McGuire,
2001).




Many of the organisational forms examined face significant challenges in
developing effective strategy. A focus on short-term, operational matters — ‘the
horizon problem’ — is a common theme (Cadbury, 2000, Carr et al., 2008,
Greenwood et al., 1990, Hansmann, 1989). This is shown to limit these
organisations’ capacity to develop strategies incorporating the wide array of
priorities a complex organisation must address, and their capacity to revisit and
adapt strategy to reflect contextual changes.

Guidance and research suggests that the introduction of independent voices, for
example, by appointing independent directors, may bring greater objectivity and
additional skills with which to address these challenges (Cadbury, 2000,
Cornforth, 2004).

Ensuring accountability

Research on corporate governance suggests that organisations can achieve
accountability to their stakeholders through:

holding the organisation to account for the delivery of strategy, while
avoiding operational micro-management

seeking assurance that the systems of control are robust and reliable, and
checks and balances provided by independent voices (Ramsay et al., 2010).

Research on previous experiences of GP Commissioning in the UK and
internationally emphasises the importance of effective and transparent
accountability systems in the new Clinical Commissioning Groups (Ham, 2010,
Smith and Thorlby, 2010).

Learning from networks and employee ‘owned’ organisations suggests that
many of the tools used in operating a single organisation may be applied just as
appropriately to ensuring accountability across groups of organisations
(Goodwin et al., 2003, Carr et al., 2008). Interestingly, however, a number of the
organisational forms discussed here, such as professional partnerships and
family-run firms, may not always implement accountability systems of the form
seen in corporate governance (Carney, 2005, Greenwood and Empson, 2003,
Greenwood et al., 1990). Instead, due to strong alignment of owners and
employees, or a collegiate culture supportive of self-monitoring, the need for
monitoring and controlling performance is thought to reduce substantially
(Carney, 2005, Greenwood and Empson, 2003, Greenwood et al., 1990). To
benefit from such reductions in ‘agency cost’, however, evidence suggests that
these types of organisations should remain small: as they grow in size and
complexity, so too grows the need for formal accountability systems (Brock,
2006, Carney, 2005, Greenwood and Empson, 2003). Experience of large
professional partnerships indicates that implementing such systems may prove




challenging, requiring a substantial culture shift in professionally dominated
member groups (Greenwood et al., 1990).

Accountability systems may provide important benefits. Principally, these
systems assure leadership that the organisation is achieving its goals, including
such measures as quality of service provision and efficiency. Research on
networks suggests that the ongoing development of the network itself should be
seen as a key matter on which leadership should be assured (Goodwin et al.,
2003).

Accountability systems help to build trust between members and with
stakeholders. Research on networks (Goodwin et al., 2003) and guidance on
family-run firms (Cadbury, 2000) suggest these systems may prove to be
especially valuable in addressing potential conflicts of interest. Conflicts may
emerge in a range of situations, including decisions on promotions and rewards
(Cadbury, 2000). For Clinical Commissioning Groups, these conflicts may occur
where there is an overlap between the services commissioned and the services
that member practices might provide. Under such circumstances, clear and
robust arrangements will be required to govern these commissioning processes
and thus reassure the public that decisions made are driven by considerations
of quality (Ham, 2010, Smith and Thorlby, 2010).

Involvement of members of the community in decision-making processes may
help to ensure public trust in decisions made. A similar means of addressing
this, drawn from the corporate domain (Ramsay et al., 2010), but also
recommended in relation to family-run firms (Cadbury, 2000), is the introduction
of independent voices into such discussions, e.g. through appointment of
independent directors (see under A.7 below).

Shaping culture

Good governance requires effective strategy and systems, but their
effectiveness depends heavily on the existence of an 'engaged culture', shared
across all levels of an organisation. Evidence suggests it is a key role of
governance to shape and embed such a culture (Ramsay et al., 2010). Previous
experiences of GP Commissioning indicate that, for Clinical Commissioning
Groups to succeed, GP buy-in is likely to be essential (Ham, 2010, Smith and
Thorlby, 2010).

Evidence indicates that, due to long established cultures within member
organisations, creating a shared culture across organisations may be a
significant challenge (Currie et al., 2008, Goodwin et al., 2003, Greenwood et
al., 1990). Effective engagement of members is likely to be essential to
developing a shared culture, where members truly feel a sense of ownership of
the organisation. Learning from organisational forms, such as networks and
employee ‘owned’ organisations, indicates the value of:




involving members in negotiating organisational objectives, structure and
member contributions, and communicating this vision effectively (Goodwin et
al., 2003, Agranoff and McGuire, 2001)

providing opportunities for members to work together and learn from each
other (Ferlie et al., 2010)

ensuring that members have a genuine influence over the running of the
organisation (Ellins and Ham, 2009).

Even in situations where these activities are implemented, the tasks of altering
long-established cultures and developing inter-organisational trust will be
challenging and will require focused, inclusive leadership. Even in situations
where such leadership exists, evidence indicates that successful culture change
takes time (Ferlie et al., 2010, Goodwin et al., 2003, Mechanic, 2010, Hastings,
2010).

Context

Context is defined as the broader environment over which NHS organisations
have little influence. This includes policy, legislation, the economy, regulators,
relevant institutions and public expectations. Evidence on effective Board
governance suggests that context may be addressed effectively through regular
horizon scanning, supported by ongoing engagement with local staff and
academics, and feeding this learning into appropriate changes to organisational
strategy (Ramsay et al., 2010). While details may change, many of the
contextual categories, e.g. policy, economy and regulation, will remain the
same.

Research on GP Commissioning indicates that context can have a significant
influence on the success of such organisations; while learning from GP
Commissioning, networks, and employee ‘ownership’ indicates the importance
of incorporating context into long- and short- term thinking (Smith and Thorlby,
2010, Cornforth, 2004, Wyke et al., 2003).

However, it should be noted that research and guidance on professional
partnerships, employee ‘ownership’ and family-run firms indicates that
awareness of the wider context may be limited in these organisations, with
leaders lacking a sufficiently inclusive or long-term perspective (Carr et al.,
2008, Cornforth, 2004, Greenwood et al., 1990, Cadbury, 2000).

Intelligence

'Intelligence’ concerns information covering organisational performance and the
local environment; as such, it is a key support of strategy (Ramsay et al., 2010).
Effective intelligence is relevant, timely, accurate, valid, reliable and complete; it
should cover market and business development, future technological and




environmental developments and performance trends (for example, finances,
efficiency, workforce, patient experience, clinical quality, access and targets)
(Ramsay et al., 2010). It is important to strike a balance between providing too
much and too little information. This may be addressed through ‘exception
reporting’ and the use of such tools as dashboards; such information can be
made ‘real’ through use of patient stories and engagement with local partner
agencies (Ramsay et al., 2010).

Research on past attempts at GP Commissioning indicates that future
approaches to clinician-led commissioning should be supported by high-quality
intelligence. All organisational forms considered in this review note the
importance of intelligence, in informing the organisation on how well it is meeting
its organisational objectives, for example, in terms of quality and efficiency.
Intelligence may add value by increasing awareness of local competition: for
example, as demonstrated in research on cooperatives, rather than developing
services ‘in house’, a Clinical Commissioning Group may seek to partner with
other such organisations to provide certain services (Carr et al., 2008).

I Engagement

Research and guidance on engagement in corporate healthcare governance
suggests three main aspects to consider:

empowering people — patients and the public — to influence their care and
the organisations that commission and provide this care

placing the patient experience at centre stage — with routine, systematic
collection and analysis of feedback from people who use services (including
real-time patient feedback and an understanding of minority and hard-to-
reach groups)

accountability to local communities (statutory ‘duty to involve’) (Ramsay et
al., 2010).

Research on networks, employee ‘ownership’ and professional partnerships all
suggests that engagement is likely to be important to the effective governance
of Clinical Commissioning Groups (Ferlie et al., 2010, Ellins and Ham, 2009,
Greenwood et al., 1990). It is central to ensuring that members buy in to a new
organisational vision and develop a shared culture across groups. Engagement
should go beyond clinicians and managers in general practice to encompass all
stakeholders, including patients, practice staff and other professionals in
primary/community services, clinicians from other sectors, local politicians and
local authority officers. Patient involvement helps demonstrate democratic
legitimacy and is therefore a powerful tool (NHS Confederation Primary Care
Trust Network, 2010). Research on past GP Commissioning notes that such
engagement can become challenging as the organisation becomes larger
(Smith and Thorlby, 2010).




" Board/council characteristics

The majority of organisational forms presented in this review lean towards some
form of centralised governance. Many use a Board or council, elected by
membership and ensuring a suitable balance of representative views across
membership.

Research on employee ‘ownership’ and family-run firms raises concerns about
how best to ensure leadership has the necessary skills to carry out its
governance roles (Cornforth, 2004, Cadbury, 2000, Ellins and Ham, 2009).
Board/council members may lack suitable knowledge and skills to set strategy
effectively, to act as ‘boundary spanners’, or to hold management to account,
becoming instead “passive receivers of information” (Cornforth, 2004). It is
recommended that additional voices, for example, through the appointment of
independent directors, may be of value (Cornforth, 2004, Cadbury, 2000).
Alternatively, where leadership is elected, experience from employee ‘owned’
organisations suggests that training or strong selection criteria may be applied
to ensure skilled leadership (Cornforth, 2004). Evidence on the value of
independent voices in the research presented in this review is mixed (Brunninge
et al., 2007, Schulze et al., 2001). Research and guidance developed in the
aftermath of the financial crisis of 2008/2009, however, suggests that the value
of independent members on Boards/councils may be significant, by providing,
for example, the necessary range of skills to allow effective governance of the
organisation, as well as presenting a valuable balance to executive directors
(Nestor Advisors, 2009, Walker, 2009, Ramsay et al., 2010).

# Conclusions

Clinical Commissioning Groups will be new organisations, adopting new
functions. However, the roles and building blocks of governance appear
consistent across organisational forms examined in this review and are likely to
be highly relevant to their governance. An important issue, in terms of
governance, is how the development of these organisations is led. The key
lessons for developing and sustaining effective governance of these new
Groups follow:

as organisations grow in size, the evidence points to the need for some form
of centralised leadership, such as a Board or council, featuring an element of
independent representation, offering an important counterpoint to executive
directors

consideration should be given to the approach taken to selecting
Board/council membership, striking a suitable balance of representation and
necessary governance skills, including setting strategy, ensuring
accountability, engagement and ‘boundary spanning’




Board/council membership may be strengthened by using selection criteria
or training elected members, or by appointing independent members

lessons from the development of networks, and the processes required to
bring together established organisations to work on common objectives, are
likely to be valuable

a long-term, comprehensive strategy is essential to good governance. Where
organisations are led by professionals, it is important to ensure that strategy
is not weighed down by ‘the horizon problem’, where the focus is on short-
term, employee-based concerns

there are clear challenges in separating the roles of governance and
operational management; and this represents risks for providing effective,
long term strategy. It is important that Clinical Commissioning Groups
develop an approach to leadership that addresses this challenge

systems of accountability require a suitable degree of transparency and
challenge. Addressing ‘groupthink’ is important in organisations that might be
professionally dominated

it is also important that, in a setting where services may be commissioned
and provided by the same people, these systems address potential conflicts
of interest relating to, for example, ‘make or buy’ decisions

Clinical Commissioning Groups need to develop an appropriate culture,
which is shared across member practices. The evidence indicates this may
be a substantial challenge, which needs to be addressed through strong,
inclusive leadership, and the development of opportunities for members to
work together and learn from each other

the success of Clinical Commissioning Groups is likely to depend heavily on
effective engagement of professionals, patients and the public. Trust must be
built between member organisations; and sustained and developed with the
public. Effective engagement will help develop this trust and it will support
member organisations’ participation in the systems, processes and roles
introduced by membership of the new Groups

the evidence suggests that creating a shared culture within Clinical
Commissioning Groups, bringing together the varied and long-established
cultures of member organisations, is likely to take time.
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This document presents evidence on how the proposed Clinical Commissioning
Groups might implement Board roles and building blocks of governance, as
outlined in The Healthy NHS Board: principles for good governance (NHS
National Leadership Council, 2010):

first, we provide a brief summary of the roles and building blocks of
governance

secondly, we present evidence drawn from previous experiences of GP
Commissioning both in the UK and internationally, in terms of some of the
key issues identified in this work

thirdly, we focus on possible governance arrangements for these proposed
new organisations by reviewing the evidence on governance arrangements
for various organisational forms e.g. social enterprises, networks, family-run
businesses, professional partnerships

finally, we consider the implications of this learning for the roles and building
blocks of governance, as set out in The Healthy NHS Board.

This review focuses on two main types of information source. First, we present
findings from empirical research, particularly those drawn from reviews of
empirical evidence. Second, we incorporate learning from guidance on good
governance in relevant sectors. Such guidance is frequently developed in
response to failures and is based on consultation with experts on and
representatives of the sectors concerned. Examples of such guidance include
those from healthcare (NHS National Leadership Council, 2010), finance
(Walker, 2009), and family-run firms (Cadbury, 2000).

% & &

This section summarises the roles and building blocks of governance as
outlined in The Healthy NHS Board: principles for good governance (NHS
National Leadership Council, 2010).

The guidance identifies formulating strategy, ensuring accountability and
shaping culture as the key roles of governance, while context, intelligence and
engagement are identified as the building blocks. These are outlined in more
detail in our Discussion (Sections A.22 — A.28).

These roles and building blocks are applicable generally to the notion of good
governance, whether or not there is an NHS-type Board present (NHS National
Leadership Council, 2010). As we demonstrate later in this review, across the
various organisational forms we examined (including mutuals, social enterprise,




family-run firms, professional partnerships and networks), there is a strong
tendency for organisations to adopt Board-like structures as they grow in size
and complexity, as a means of providing effective governance.

It is important to distinguish the roles of governance from those of operational
management. Governance focuses on establishing strategies and systems by
which Boards are assured that organisational objectives are being met, whereas
management is the ‘hands on’ component of an organisation, focusing on
effective implementation of strategy, ensuring the organisation performs in such
a way that it meets its strategic goals (Carver, 2001, Cadbury Committee, 1992,
Financial Reporting Council, 2008, Turnbull, 1999, Ramsay et al., 2010).

( )

Recent reviews of approaches to GP Commissioning identify key issues to be
addressed in developing the proposed Clinical Commissioning Groups. Much of
this research has drawn on national and international learning derived from
previous attempts at giving commissioning powers to primary care practitioners
in the NHS context (GP fundholding, Total Purchasing Pilots and GP and locality
commissioning). In addition, where relevant, learning from international settings,
such as New Zealand and the US, is presented (Smith and Thorlby, 2010, Ham,
2010, Smith et al., 2004).

As these issues and learning are brought together clearly and effectively by
these authors, we will summarise their findings and recommendations only
briefly.

* Impact

A review of previous research on GP budget holding suggests that there may be
significant benefits of such an approach. Linking clinical decisions with financial
responsibility can support performance improvements, including:

shifting services from hospitals into practices and the community
reduced waiting time for specialist appointments

reduced prescribing costs

increased capacity to manage demand for emergency care

reductions in length of stay and delays in transfer of care (Ham, 2010).

+ Scale and scope

Reviews of learning from past experiences of GP Commissioning recommend
that the scale (population covered) and scope (range of services




provided) of Clinical Commissioning Groups may have to vary, reflecting local
context: ‘one size fits all’ will not work (Smith and Thorlby, 2010, Ham, 2010,
Smith et al., 2004).

In considering the scale of the new Groups, it is suggested that:
they might serve populations ranging from 25,000-100,000 (Ham, 2010)

the experience of GP fundholding suggests that such organisations should
not be too small: GP fundholders had difficulty in influencing hospital trust
decisions (Dixon, 2010); smaller Groups might face difficulties in managing
financial risk (Ham, 2010)

while better placed to manage financial risk, larger organisations might face
problems when it comes to changing services, due to the increased
challenges of engaging with frontline staff in negotiating and implementing
change (Ham, 2010).

In terms of scope, it is suggested that the services for which the new
organisations are responsible should reflect those where GPs’ clinical decisions
can have an influence on the services provided (Smith and Thorlby, 2010).

Risks and incentives

A review of previous attempts at GP Commissioning suggests that a number of
options exist for dealing with risks and incentives (Smith and Thorlby, 2010).
Clinical Commissioning Groups may be permitted to retain savings and these
may be reinvested in creating new services or in staff development. In addition,
it is suggested that they may use some savings to enhance GP income, in
recognition of patient outcomes and satisfaction. Non-financial incentives —
including increased autonomy, improved service quality and working conditions,
and strengthened status, in terms of bargaining power and respect from peers —
are also identified (Smith and Thorlby, 2010).

A review of evidence on GP budget holding in the US and UK raises the
question of whether holding financial risk might influence behaviour, for
example, with practices cutting corners to remain in surplus (Ham, 2010). It is
recommended that risk and reward arrangements should be fully transparent
and reviewed regularly (Smith and Thorlby, 2010); and that effective quality
measures are required, including outcomes, access, and patient experience
(Ham, 2010). A suggested benefit of such quality measures is that, while they
may be more difficult to capture than financial performance, they are more likely
to motivate clinical engagement (NHS Confederation Primary Care Trust
Network, 2010). Finally, balancing risk and reward is important: extreme
sanctions may reduce risk taking and innovation (NHS Confederation Primary
Care Trust Network, 2010).




Management and leadership expertise

Research on GP Commissioning indicates that both clinical and managerial
leadership are critical, and that managerial support must reflect GP, primary and
acute care expertise and be focused on providing efficient, high-quality care
(Smith and Thorlby, 2010).

At present, the challenge of creating predominantly GP-led commissioning
organisations appears substantial: 80% of GPs involved in Practice Based
Commissioning felt they lacked commissioning skills (Smith and Thorlby, 2010).

Learning from international experience of GP budget holding suggests that
management and leadership skills should be embedded and owned by Clinical
Commissioning Groups. This will require financial support at a time when
management costs are being driven down, meaning this may be an area where
financing is focused (Ham, 2010).

A review of the UK and international experiences of developing and
implementing clinical leadership notes that engaging clinicians in improvement
initiatives increases the likelihood of a positive impact (Ham, 2008). The review
notes that greater resource is required to develop clinical leaders: training and
education should focus on leadership skills from an early stage and be ongoing
throughout their career, with a career structure that allows clinicians to move in
and out of leadership roles over time. It recommends a culture change, where
leadership is seen as a standard component of a clinician’s skill set, as opposed
to the domain of a select few (Ham, 2008).

Governance

Learning from previous attempts at GP Commissioning indicates that multi-
practice commissioning requires a central strategy with which to hold member
practices to account (Smith et al., 2004). Clarity on where accountability lies is
recognised as important, as is what these organisations are to be held
accountable for: improvements in quality and productivity are identified as key.
In holding members to account, it is suggested that timely and accurate
information is required (Smith et al., 2004).

Engagement — with the public and with clinicians, within and beyond primary
care — is an important challenge Clinical Commissioning Groups will have to
address. Previous research on GP Commissioning indicates that public
engagement is more difficult in larger commissioning groups, and difficulties in
communicating an overall vision to clinicians are anticipated (Smith and Thorlby,
2010). Challenges of this nature are discussed in later sections of this review,
for example, in relation to large professional partnerships (Section A.20).
Additional challenges may emerge as the proposed Groups attempt to form
partnerships with clinicians in non-primary care settings, for example, in




attempting to develop services in community settings (Smith and Thorlby, 2010).

Conflict of interest

Where overlap occurs between services to be commissioned and services
provided by their members, Clinical Commissioning Groups will face the risk of
conflict of interest (Smith et al., 2004, Smith and Thorlby, 2010). It is suggested
that robust arrangements are required to identify and govern such potential
conflicts (Smith and Thorlby, 2010).

Clear accountability arrangements for commissioning processes are required:
these may take the form of competitive tendering for services, research on
previous experiences of GP Commissioning refers to ‘make or buy’ decisions,
where the new Groups may develop services in primary care and buy in
specialist services as required (Smith and Thorlby, 2010). Accountability
processes may aim to increase involvement of members of the community e.g.
Trust members and governors. It is suggested that this may be an effective way
of ensuring public trust in the decisions made by these new organisations (Smith
and Thorlby, 2010).

In an example of how conflicts have previously been governed, GP practices in
North Bradford have been given budgets covering patients’ use of primary and
hospital services. GP commissioners, in this situation, have received the
following incentives: payments for quality improvements on local priorities,
retention of a share of efficiency savings, to be fed back into developing
stronger services, and receiving comparative data on local peers (Smith et al.,
2004).

We return to the subject of conflict of interest later in this review, with regard to
family-run firms (Section A.21). We note the risk that owners may take decisions
that are in their own interest, rather than that of the organisation. Internal control
systems, of the form generally recommended in corporate governance, are
presented as a necessity to address such risks. A further potentially useful
approach, drawn from the corporate domain, is the introduction of independent
voices, for example, through the appointment of non-executive directors.

Care should be taken in setting these controls: too many safeguards may
demotivate clinical engagement, but too few may undermine patient confidence
(NHS Confederation Primary Care Trust Network, 2010).

Examples of GP organisations and local commissionin g

This section presents four examples of organisations involved in governing
healthcare. In some cases, the organisations presented may have limited or no
commissioning function, while one example is not led by GPs. However, the
learning derived from these examples may provide valuable lessons for the




development of governance arrangements in the new Clinical Commissioning
Groups.

A.15.1 Example 1: Total Purchasing Partnerships

The information in this example is drawn from a review of the development and
progress of Total Purchasing Pilots (TPPs), by Wyke et al (2003). TPPs, which
existed between 1996-98, were seen as an extension of GP Fundholding, to
negotiate changes in delivery of non-elective secondary services, with the
intention of bringing about improved efficiency, quality and cost savings (Wyke
et al., 2003).

TPPs ranged in size, from single practice to multi-practice; on average, TPPs
were formed from three practices. Similarly, the size of population served
ranged substantially, from under 10,000 people to over 80,000. Local Health
Authorities were responsible for TPP budgets.

TPPs were structured in a variety of ways. Two-thirds had a dedicated manager,
while day-to-day activities were overseen by an executive group composed of
GP representatives of member practices, and sometimes representatives of
management.

Accountability arrangements within these groups were limited: TPPs were only
monitored systematically to ensure they stayed within their budgets, rather than
in terms of quality of service provision. Because GPs saw themselves as their
patients’ agents, little attention was paid to ensuring accountability to patients, or
involving patients in making decisions. Only some TPPs succeeded in involving
clinicians in ratifying strategic decisions and implementing policies.

TPPs had some impact on organisation and provision of care, bringing about
increases in integration of primary care and secondary care services, and
between primary care and community and social care services. An increase in
management costs, to support communication, coordination and decision-
making, was reported. The majority of changes were made in primary care. At
the end of the first year of the scheme, under half the TPPs were purchasing to
achieve change in secondary care.

In terms of development, larger TPPs took longer to become effective than
smaller ones: in the first year of TPP, smaller TPPs were more likely to be
classed as ‘high achievers’, whereas, in the second year, larger TPPs were
more likely to be classed as ‘high achievers’. Further, challenges were found
where TPPs were formed in unreceptive contexts, for example, where poor
relationships between primary and secondary care organisations existed. Under
such circumstances, negotiation of change proved more difficult.

The following characteristics were recognised as important in developing an




effective TPP:
determined leadership
robust management infrastructure
good information systems

structures supportive of involvement in decision-making and budget
management

a supportive relationship with the local health authority
good relationships with other provider organisations (Wyke et al., 2003).

A.15.2 Example 2: Independent Practitioner Associat ions

Independent Practitioner Associations (IPAs) were developed by GPs in New
Zealand “in response to perceived threats posed by health reforms” (Malcolm
and Mays, 1999), specifically, government attempts to introduce a market-based
system (Gauld, 2008). These organisations have some purchasing powers,
covering laboratory services and pharmaceutical services, as well as for
developing new services (Malcolm and Mays, 1999). Most money is provided by
the national purchaser, and some through savings.

IPAs are owned and controlled by practitioners. Membership is voluntary, with

GPs free to join the IPA of their choice, regardless of geographic location. Size
varies substantially, ranging from seven to 340 members (Malcolm and Mays,

1999).

IPAs are governed by management Boards elected by members; 25% of these
Boards (in 1999) featured non-GP Board members. They are supported by
comprehensive information systems, computerised practice registers,
personalised feedback and peer group discussion of guidelines. These data
allow comparison of individual practitioner performance across IPAs that can
then be used to improve resource use.

Corporate initiatives include engagement with other professionals outside IPAs,
e.g. nurses and midwives. ‘Community participation’, reflecting significant efforts
to strengthen internal and external relationships, is presented as equivalent to
providing accountability to shareholders in the corporate setting.

IPAs have brought some financial savings, which have been fed into meeting
locally identified priorities (Kriechbaum et al., 2002, Malcolm and Mays, 1999).
However, because of IPAs’ desire to remain ‘quasi-public’ there remains a
refusal to bear full financial risk and potential financial gain: they focus instead
on professional goals, using public money to meet public need.




A study of IPAs, based on interviews with leaders and members of these
organisations, reported consistent approaches to governance. All four
participating IPAs reported that they were governed by a Board composed of
GP directors, ranging in number from four to seven. Directors were elected
annually, with all members of the IPAs entitled to vote; policy changes were
often ratified with members. The Boards were supported by a range of working
committees, focusing on such matters as quality and safety, information
technology, and pharmacy. These committees were multidisciplinary, leading to
collaboration with secondary care professionals.

The IPAs included in the study reported using peer review groups. In addition to
peer review, these groups supported tasks such as education, collegial and
social interaction, and administration, for example, testing clinical guidelines.
GPs surveyed were positive about membership, with over 80% reporting no
dissatisfaction and 25% reporting benefits from membership, including freeing
time for clinical work; saving costs through negotiating as a group; and funding
of improvements in service provision and technology, as well as professional
development of nurses (Kriechbaum et al., 2002).

Based on the infrastructure developed, it is suggested that these organisations
have developed a shared responsibility for expenditure and leadership; and
systems to facilitate cross-organisational learning. It is argued that this
infrastructure could only have been established through corporate leadership
(Malcolm and Mays, 1999).

A.15.3 Example 3: Accountable Care Organisations

Accountable Care Organisations/Systems (ACOs) are healthcare provider
bodies currently developing in the US as part of a voluntary programme
established by the Patient Protection and Affordable Care Act (‘Obamacare’). It
is proposed that ACOs are funded by an external payer, but should bear a
degree of financial risk.

Recommendations on the development of ACOs suggest that these
organisations should:

have sufficient capacity — in terms of staff, expertise and technology — to
provide care to a population of at least 5000 people

provide relevant data on cost, quality and the patient experience

be afforded varied levels of freedoms and responsibilities, dependent on how
well the ACO can demonstrate these capacities (Shortell and Casalino,
2008, Shortell et al., 2010).

More ‘mature’ ACOs may be incentivised to act as mentors to those still
developing their leadership and management skills (Shortell et al., 2010).




A proposed approach would be for the mentor to be offered a bonus payment to
provide technical assistance and development. For example, support may be
provided in developing care management, practice re-design, team
development and implementing electronic records, over a time-limited period,
with 50% of payment provided at the outset and the remainder upon delivery of
improvements in the ‘mentee’ organisation.

As with other such organisations, it is recognised that ACOs should not be
uniform, but rather reflect their local context. Lessons from past implementation
of such organisations suggest a number of characteristics effective ACOs might
possess:

a strong focus on strategic focused goals is recommended, where payment
is based on health outcomes, not volume of provision (Mechanic, 2010,
Shortell et al., 2010)

the Bureau of National Affairs recommends that there should be a clear
vision of how the ACO will benefit the local community. This may be
supported by an awareness of national and local policy, regulatory
developments and learning from previous and current experiences of ACO-
like organisations (Hastings, 2010).

It is suggested that ACOs will require a wide range of skills and tools: these
include evidence-based care-management, continuous quality improvement,
team building, effective clinical information systems, operational system support
and electronic records (all of which should be seen as components of an
integrated improvement system) (Hastings, 2010, Mechanic, 2010, Shortell et
al., 2010).

To ensure accountability, ACOs will require accurate measurement and the
capacity to feed back and report performance across patients, in the form of
group and clinician-specific performance summaries (Mechanic, 2010, Shortell
et al., 2010, Hastings, 2010). It is recommended that these measures cover
guality, cost and outcomes (Hastings, 2010).

Strong clinical and managerial leadership will be required. It is recommended
that:

resources should be dedicated to supporting the development of effective
leaders, who are assessed on evidence-based competencies (Mechanic,
2010, Shortell et al., 2010)

there should be a Board that ensures the ACO is appropriately accountable
for quality, providing leadership and oversight (Hastings, 2010)

this Board may be supported by an organisational and contracting structure
that brings together all necessary healthcare providers (Hastings, 2010).




A.15.4 Example 4: Jonkodping County Council

This example draws on one of a number of case studies by Baker et al (2008) of
high-performing healthcare systems. Based in Sweden, where county councils
have been responsible for commissioning and delivering healthcare services
since 1982, Jonkdping County Council is presented as a successful example of
effective local governance, leading improvements in quality and efficiency.

Research notes a common problem in Sweden is that council members have
difficulty resisting the temptation to ‘meddle’ with day to day operations of
healthcare services. Jonkoping Council appears to have avoided this difficulty
due to the cooperative efforts of the CEO and Chair in ensuring open
discussions and clearly understood roles within the council. It is suggested that
a strong focus on performance (in terms of finance and quality), and
demonstrating sustained improvements in this, has supported buy-in from
council members.

While council membership is subject to change through elections, its CEO had
been constant for 18 years, working closely with the council Chair, who
represents an opposition party. The leadership of the council is strongly
committed to quality improvement and has implemented a number of initiatives,
such as Total Quality Management. Ongoing analysis of intelligence at Board
level, in terms of finance and quality, is supported by information systems such
as electronic patient records and a monthly ‘alert system’, with data
communicated to the Board using techniques such as the balanced scorecard.
This ensures information is presented in a meaningful, but efficient manner.
Leadership on quality is valued and is reflected in incentives for remuneration of
hospital CEOs.

The council is noted for placing quality and financial discipline at the heart of
strategy and business planning. To ensure suitable engagement, the council
brings together all executive, clinical and quality leaders and managers over five
days over the course of the year. This allows a wide range of stakeholders to
feed into strategic development. Public involvement is facilitated through annual
reports on healthcare performance; regular assemblies, where strategy and tax
rates are discussed in public by the council; and more actively in consultations
on how best to address issues of service provision and access.

It is suggested that Jonkoping County Council’s approach has allowed the
council to overcome a number of significant challenges, including a national
financial crisis in the mid 1990s and meeting the needs of an aging population,
increased service costs, capacity demands and issues of access.

The case study notes that continuity in leadership may be central to J6nkdping
County Council’s success. So many of the choices made are predicated on the
experience and focus of the CEO and his colleagues, the research questions
whether major changes in leadership might reduce the effectiveness of
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the services led by Jonkdping County Council, or whether the culture of
improvement has been suitably embedded (Baker et al., 2008).

I Lessons for Clinical Commissioning Groups

The lessons drawn from the section above cover the reviews of evidence on GP
Commissioning and some relevant examples of commissioning healthcare
services.

As mentioned previously, while some of these organisations have no or limited
commissioning function, they may provide valuable lessons for the development
of Clinical Commissioning Groups:

a long-term central strategy to hold member groups to account is recognised
as important

strategic focused goals, centred on measurable quality outcomes, are
essential

an awareness of context is vital when attempting to bring about change.

In leading on strategy, research on Accountable Care Organisations (ACOS)
and Independent Practitioner Associations (IPAs) recommends:

the existence of some form of Board as a means of providing effective
governance and leadership

that membership might be elected and may include non-GP members.

Research on GP Commissioning, IPAs, ACOs and Jonkoping County Council
identifies the need for and potential benefits of:

strong managerial infrastructure, supported by effective information systems
accurate measures of quality outcomes, cost, efficiency, patient experience
effective incentive structures, tied to these measures
transparent systems that cover conflicts of interests.

Research on GP Commissioning, IPAs and ACOs suggests shaping culture is a
major challenge, and key to developing organisations like the new Clinical
Commissioning Groups. The learning derived from this research indicates that:

GP buy-in is vital to success

practices (and the professional groups within) may have very different
cultures developed over many years and therefore fostering a shared culture
will be challenging

research on GP Commissioning suggests that this might be addressed
through effective clinical engagement.




These changes — to organisational forms, to governance, and to culture — are
likely to take time. Commentary on the challenge of bringing together GP
practices in the US notes that practices have developed over many years, in
terms of organisational structures and cultures (Mechanic, 2010). The process
of unlearning old ways and adopting new ones will not happen overnight. The
challenges of changing culture and organisation are likely to be similar in the
English NHS context.

As stated in the section 'The roles and building blocks of governance’, the key
components of governance are likely to remain unchanged, regardless of the
organisational form adopted by the proposed Groups.

The remainder of this document draws together learning from potentially
relevant organisational forms, both within and beyond healthcare, such as
networks, cooperatives, and family-run firms.

We will outline how governance works in these organisational forms, present
evidence of their strengths and weaknesses, and identify lessons that might
inform development of effective Clinical Commissioning Groups.

Learning from relevant organisational forms

The Healthy NHS Board (NHS National Leadership Council, 2010) presents
guidance and information on governing organisations using the established
structure of Board leadership, as provided by the interaction of executive and
non-executive directors. However, there exist several organisational forms that
need not make use of this structure and which might provide valuable learning
for developing Clinical Commissioning Groups.

In this section, we present four relevant organisational forms: networks,
‘employee owned’ organisations (such as cooperatives and mutuals), family-
owned businesses and professional partnerships.

In each case, we describe the approaches taken in governing these
organisational forms. We then present evidence on the strengths and
weaknesses of these. Finally, we draw lessons from these organisations that
might be helpful for developing the new Groups.




# Networks

A.18.1 What are they?

A review of GP Commissioning suggests that learning from networks might
allow more effective ways of governing multiple organisations (Smith et al.,
2004). Suggested advantages of networks include:

the potential for increased flexibility and learning

stabilised inter-organisational relationships

improved joint production

openness to innovation

better management of cultural diversity (Ferlie and Pettigrew, 1996).

A review of the evidence notes that networks represent an extremely varied
organisational form (Goodwin et al., 2003). Networks might vary on a number of
characteristics, including:

the degree of centralisation

the number, nature and strength of links between network members

the resources, such as finance or information, processed across the network
the tasks shared by network members

the extent of formalisation

styles of learning

the types of activity performed by the network (Goodwin et al., 2003).

Much relevant research is carried out on ‘bounded networks’; these are defined
as ‘in effect, inter-organisational organisations’ (Goodwin et al., 2003).

A recent study examined 14 non-healthcare networks in the US. These
networks brought together public service and non-governmental organisations in
such diverse domains as agriculture, disability services and transport planning.
The study draws parallels between governance of networks and more traditional
organisational forms, likening this approach to that of non-profit organisations
(Agranoff, 2006):

all networks in the study made use of operating rules, mission statements,
goals and objectives

almost all made use of a council or Board, elected by agency
representatives, ensuring representation of each sector covered by the
network




the Boards provided strategic direction and policy, and final approval of
projects and outputs

the ‘real’ work was supported by a standing committee structure and time-
limited workgroups, which interacted as necessary with network members to
progress towards meeting network objectives (Agranoff, 2006).

Agranoff (2006) also notes that individual organisations attempt to harness
some of the interactive benefits of network approaches, for example, by forming
partnerships. It is suggested that some learning may be drawn from approaches
taken in corporate governance to encouraging intra- and inter-organisational
working.

A review of the literature on networks presents a synthesis of theories on the
processes supporting network development and management (Goodwin et al.,
2003):

initiation — covering selection and recruitment of members

objective negotiation — agreeing the direction, aims, objectives, rules of the
network

design — preparation, negotiation, rule-making, structural design

environment management — working outside the developing group to gain
legitimacy with key stakeholders

joint production — for example, collaboration on services and knowledge
sharing

adjustment — changes (‘tinkering’) made over the course of a network’s
existence

termination, transfer, or fundamental change of the network.

Network building is a long-term, emergent and developmental process. The
leadership role of the CEO is identified as a means of supporting strengthened
inter-organisational trust. In addition, clinical leadership and involvement in
network management are identified as important (Ferlie and Pettigrew, 1996).

Networks should be organised in such a way as to render them accountable. A
review of the evidence suggests the tools of accountability and control used in
single organisations might be applicable to networks (Goodwin et al., 2003).
Leadership is frequently presented as central to the survival and success of
networks (Agranoff and McGuire, 2001, Ferlie et al., 2010, Goodwin et al.,
2003). The key roles of leadership in networks are identified as:

maintaining strategic focus and reinforcing the core tasks of the network
(Goodwin et al., 2003), and agreeing member contributions in delivering
these objectives (Agranoff and McGuire, 2001)




performance management, with a strong focus on key objectives (Goodwin
et al., 2003)

developing ‘inter-organisational trust’ (Ferlie and Pettigrew, 1996, Agranoff
and McGuire, 2001) and creating an environment that supports effective
interaction between network members to fulfil purpose of the network
(Agranoff and McGuire, 2001)

‘boundary spanning’ (Goodwin et al., 2003, Agranoff and McGuire, 2001).

In considering the mechanism by which leadership is provided, research on
networks in healthcare and non-healthcare settings indicates that the majority of
those studied tend to be led by a centralised group e.g. a representative central
board or council (Agranoff, 2006, Ferlie et al., 2010). In the case of non-
healthcare networks, these bodies were described as similar to the Board of
directors of a non-profit organisation, with representatives elected by the entire
body of agency representatives (Agranoff, 2006). In the healthcare study, the
bodies tended to feature leaders of members of the networks, while some
featured wider stakeholder representation, including service users and
representatives of groups in the local community. However, there was a
tendency for acute care providers to dominate, and further there was a
challenge in maintaining the interest of wider stakeholder groups. (Ferlie et al.,
2010)

Recent research suggests that effective leadership might best be achieved
through use of small network management teams: the authors suggest a
grouping of CEO, Medical Director and Financial Director (Ferlie et al., 2010). It
is recommended that activities of network management should be ‘transparent,
open and palpable’ to members: this is vital to developing trust between
members (Goodwin et al., 2003). In considering leadership style, research
recommends that ‘soft guidance’, is a more effective approach than ‘command
and control’ (Agranoff and McGuire, 2001).

A.18.2  Strengths and weaknesses of networks

Research on networks in healthcare and non-healthcare settings indicates that
this organisational form can bring both advantages and challenges. Advantages
of networks can be summarised as follows:

networks may bring improvements in inter-organisational agreements,
information-sharing and protocol development (Goodwin et al., 2003)

the style of the network may influence how it performs: an individualistic
network is more likely to support innovation and learning, than enclave and
hierarchical networks. However, highly-structured networks are likely to




perform better on supervising clear and established operational procedures
(Goodwin et al., 2003)

networks may address ‘wicked problems’ in health policy, such as different
agencies working across boundaries (Ferlie et al., 2010). This may be
supported by providing opportunities for joint activity and local learning,
supporting the development of ‘communities of practice (Ferlie et al., 2010)

they have the potential to support implementation of national policy locally,
for example, achieving major service reconfigurations (Ferlie et al., 2010)

networks may gain high levels of clinical engagement and legitimacy,
especially when supported by an evidence-based policy framework (Ferlie et
al., 2010).

Research identifies the following challenges that might be faced by networks:

the ‘shared’ nature of networks — and thus the lack of a single authority —
potentially limits provision of clear accountability (use of a ‘hub and spoke’
arrangement is proposed as a means of addressing this difficulty) (Agranoff
and McGuire, 2001))

long-established inter-professional and inter-organisational boundaries may
give rise to challenges in developing a ‘network culture’, with rivalries
emerging over resources, for example (Addicott et al., 2006, Currie et al.,
2008)

organisational or cultural change tends to be resisted by members (Goodwin
et al., 2003)

networks run the risk of ‘much talk with little action’, for example, hosting
many meetings, but having few outputs to show for them (Ferlie et al., 2010)

they may suffer from weak focus (Ferlie et al., 2010)

networks may place increased demands on resources, in supporting network
leadership (Ferlie et al., 2010)

they face challenges in managing performance, with unplanned, as well as
planned, outcomes (Ferlie et al., 2010)

they may weaken the emphasis on local innovation (Ferlie et al., 2010)
networks may bring high transaction costs (Ferlie et al., 2010)

networks run the risk of becoming dominated by particular groups e.g.
professions or secondary care, which may limit user input (Ferlie et al., 2010,
Goodwin et al., 2003, Currie et al., 2008)

networks require skilled, well-resourced management (Ferlie et al., 2010)

suitable incentives and sanctions may be necessary to run effective
networks (Addicott et al., 2006)




running a successful network is especially difficult if membership is
mandated, rather than voluntary: mandatory networks tend to fail (Goodwin
et al., 2003).

A.18.3 Lessons for Clinical Commissioning Groups

The evidence above presents some consistent messages on how to bring
together member practices and to cooperate in providing services to a wider
population:

it is important that networks have clear strategy and goals and that focus on
these is maintained

networks benefit from leadership developing and supporting inter-
organisational trust, achievable through transparent systems and providing
opportunities for members to work and learn together

in many cases, a Board or council provides this leadership; these bodies are
often elected by members, providing representation of member sectors

effective and transparent accountability systems are required to ensure that
the network is achieving its goals, and they are a means of supporting trust
across its membership

significant challenges are observed in networks, in terms of creating a
shared culture across members. In addressing this challenge, engagement
processes of negotiating objectives and structure with fellow members and
key stakeholders seem important

research on networks involving healthcare professionals suggests that a
delicate approach to leadership is required: ‘GPs can be influenced, but not
commanded’ (Ferlie and Pettigrew, 1996)

a network takes time to develop and needs to be supported by strong, well-
informed leadership.

*  Employee and/or member ‘ownership’

A.19.1 What is it?

Employee ‘ownership’ can be broadly defined as ‘any form of employee financial
participation’; including cooperatives, mutuals, social enterprise and professional
partnerships (Ellins and Ham, 2009). A review of mutuals outlines the different
levels of employee ‘ownership’:

employee ‘ownership’ — where employees own a controlling stake in the
company




co-ownership — where employees own a substantial minority stake e.g.
25+%

employee-share ownership — where a much smaller overall proportion of
shares is owned by a large number of employees (Ellins and Ham, 2009).

Different types of ownership exist: direct, where employees hold shares
themselves, and indirect, where employees’ shares are held by a trust, which
represents employee views at an organisational level (Ellins and Ham, 2009):

mutuals and cooperatives are defined as membership-based, mutual benefit
associations — a form of private company that is owned by its members
(Schneiberg et al., 2008)

cooperatives are owned and controlled by employees, for example, on a ‘one
member, one vote’ basis

mutuals are owned by their membership. Members may encompass
customers, employees and other stakeholders; they are entitled to hold
management to account and share in any surplus generated

social enterprise is not a legal entity in itself — consequently, such
organisations have a degree of flexibility in how they are formed (Ellins and
Ham, 2009)

professional partnerships — these are discussed in detail in Section A.20.

A review examining governance of successful cooperatives notes varied
approaches across industries. Some — such as food cooperatives — tend to
operate a ‘one member, one vote’ approach. The majority of sectors — such as
agriculture, electrical and telecommunications cooperatives — tend to make use
of Boards of directors for decision-making and producing governance
documents, such as organisational rules and policies (Carr et al., 2008). These
Boards tend to feature fewer than 12 members, all of whom are members of the
organisation and are generally elected by other members (Carr et al., 2008).

In strategy, it is important to balance the tension between encouraging
innovation and improved local performance, while ensuring the organisation
conforms to contextual drivers, such as regulation (Ramsay et al., 2010). While
there is a drive to reduce top-down targets, external drivers, such as quality
standards, will remain (Department of Health, 2010), meaning a mechanism for
balancing local and external drivers will be required.

The approach to Board member selection in cooperatives and mutuals may
make for ineffective Board governance. While selecting from members may
allow representation of members, it may not bring sufficient expertise to the
Board. Board members may lack suitable knowledge and skills to set strategy
effectively, act as ‘boundary spanners’, or to hold management to account,
becoming instead ‘passive receivers of information’. To address these gaps,




cooperatives may use the option of co-opting Board members with the
necessary skills; other options include improving the quality of people standing
for election to the Board by creating election committees to select potential
candidates, or by training existing and potential Board members (Cornforth,
2004).

A.19.2 An example of Social Enterprise: Community
Interest Companies

Community Interest Companies (CICs) are an example of Social Enterprise that
covers a range of local services. They were introduced by the Labour
government in 2006 (Nicholls, 2010).

The CIC regulator states that CICs must be limited companies; political parties,
pressure groups and charities may not be CICs (The Regulator of Community
Interest Companies, 2009). CICs are required to serve a specific section of the
community (e.g. older people, residents of a given location, people with a
particular learning need), or provide a particular community benefit (e.qg.
preserving the environment, providing advice services, developing community
projects). Any profits from these enterprises should feed into the development of
the CIC (The Regulator of Community Interest Companies, 2009).

In terms of governance, the regulator states that, as listed companies, CICs are
required to comply with the FRC’s Combined Code (Financial Reporting
Council, 2010). The regulator notes the value of established corporate
governance, including use of non-executive directors, separating the roles of
Chair and Chief Executive, and establishment of audit and remuneration
committees, as sources of transparency and stakeholder confidence. However,
it is recognised that the use of a full corporate governance framework may
represent overkill in smaller CICs (The Regulator of Community Interest
Companies, 2009).

While day-to-day decision making is delegated to CIC directors, members have
ultimate responsibility for policy and decision-making, including appointment and
removal of directors. Members contribute to policy through general meetings.
Engagement of stakeholders, i.e. members of the community, may be achieved
by regularly distributing information on the CIC; the community may be engaged
more directly by creating user and advisory groups, or a ‘club committee’ (The
Regulator of Community Interest Companies, 2009).

CICs have proven a popular innovation, with uptake faster than expected
(Ridley-Duff, 2009). Research notes varied approaches to and quality of
performance reporting by CICs. It is suggested that the ‘light touch’ regulation of
CICs leads to the prioritisation of compliance (e.g. requirements to provide
annual reports) over actual performance (e.g. social impact, community




outcomes). In turn, this has made it difficult to evidence the benefits brought by
this organisational form (Nicholls, 2010).

Case study research on CICs suggests that the ‘asset lock’ — where surpluses
are fed into capital reserves for community benefit or transfer to another CIC,
rather than being passed on to members whose efforts have contributed to the
surplus, or into a reserve that may be open to democratic control — may act as
an obstacle to organisational development and innovation (Ridley-Duff, 2009).
The case studies also suggest that larger CICs show signs of moving towards
more centralised decision-making. The analysis suggests that General Meetings
may not produce the level of member engagement hoped for, and that devolving
decision-making to individuals in teams, supported by experienced leaders, may
be a more effective way of ensuring participation (Ridley-Duff, 2009).

A.19.3  Strengths and weaknesses of employee
‘ownership’

A review of the evidence reports that the majority of research on employee
‘ownership’ focuses on organisational outcomes, with relatively little on
employee outcomes or service user outcomes (Ellins and Ham, 2009).

This research indicates that employee ‘ownership’ has either positive or neutral
effects on company performance (Ellins and Ham, 2009). Productivity improves
by 4-5% in the year in which employee ‘ownership’ is introduced and this
increase is maintained over time (Ellins and Ham, 2009, Kruse, 2002).

Other aspects of organisational performance:

UK employee owned companies report significantly lower than average
levels of staff turnover

collective responsibility and peer pressure to perform (significantly higher
amongst US employees, but only when combined with good relations with
management)

greater willingness amongst staff to volunteer innovative ideas; however, no
evidence of related profit is presented.

It is suggested that productivity benefits are only achieved reliably where both
ownership and participatory management exist: either alone produces far less
reliable effects (Ellins and Ham, 2009).

A review of mutual organisations in healthcare presents mixed evidence on the
influence of employee ‘ownership’ on, for example, employee satisfaction and
loyalty to the organisation; other factors, such as employee patrticipation and
relations with management, are also likely to contribute (Ellins and Ham, 2009).
This review found very little evidence on the impact of this organisational
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change on the service user experience, though some research suggests that
mutual organisations may foster a greater degree of user trust, which may in
turn increase customer loyalty (Ellins and Ham, 2009).

A review of evidence drawn from US cooperatives in a range of industries
suggests that features of successful cooperatives include:

a Board of Directors that is reasonable and open, who meet regularly with
members and plan the cooperative’s future strategically, sharing mission and
vision across all members, not just employees

experienced managers, with a long-term perspective beyond 1-5 years

a focus on context, for example, forming partnerships and alliances with
other cooperatives, thus providing better coverage of services (Carr et al.,
2008).

Research on employee ‘ownership’ suggests a range of issues faced in
governing such organisations effectively:

giving members a sense of representation is important; a loss of member
commitment can lead to the dissolution of cooperatives (Carr et al., 2008)

as mentioned above, there are varied approaches taken to decision-making
in employee-owned organisations, ranging from ‘one man, one vote’ to a
corporate approach of Board governance (Carr et al., 2008, Ellins and Ham,
2009, Hansmann, 1989)

while employees are seen as well-placed to hold organisations to account
(Hansmann, 1989), a commonly cited drawback to employee ownership is
slowed decision-making. However, while it may take longer to arrive at a
collective decision than a unilateral one, the implementation of this decision
might meet less workforce resistance (Ellins and Ham, 2009)

it may not be sufficient for employee ‘ownership’ to merely exist; instead, it is
suggested that employees must feel and act like owners. This requires
human resource management practices that support employee participation,
developing and supporting a culture of ownership (Ellins and Ham, 2009)

a review of governance of mutuals and cooperatives notes the importance of
processes to ensure that long-term strategy is prioritised and not lost in
operational detail (Cornforth, 2004); a tendency for US cooperatives to focus
excessively on immediate returns, rather than a gradual build-up of earnings,
has been noted as being potentially detrimental (Carr et al., 2008)

factors specific to employee ‘ownership’ may make setting effective strategy
challenging. A review of worker-owned firms notes the *horizon problem’:
workers have insufficient incentive to invest in projects that will pay off only in
the long term (Hansmann, 1989)




it might be the case that, on occasion, employees or members are not
sufficiently qualified to make decisions on certain matters (Ellins and Ham,
2009, Cornforth, 2004)

similarly, it is important that employee ‘ownership’ avoids decision-making
that reflects the views of employees to the exclusion of other stakeholders,
such as external regulators (Ellins and Ham, 2009) and the customer (van
der Walt et al., 2001)

Boards must balance the roles of controlling and supporting management. A
major challenge in this is ensuring that there is clarity over the roles of
Boards and management, which may be facilitated through regular review of
their relationship and agreement of their respective responsibilities, for
example, supported through ‘Total Activities Analysis’ (Cornforth, 2004)

numerous external contextual factors, such as competition and regulators,
might act as additional challenges to successful employee-owned
organisations (Carr et al., 2008, Cornforth, 2004).

A.19.4  Lessons for Clinical Commissioning Groups

The majority of research on employee-owned organisations suggests that there
are several approaches to running such organisations, and that employees have
a valuable perspective on how an organisation is run. Research indicates a
number of lessons that may be relevant to developing effective Clinical
Commissioning Groups:

it is important that strategy takes a long-term view, encompassing all
relevant contextual factors, reflecting the needs of all stakeholders, not just
employees; research suggests this has been difficult in employee-owned
organisations

processes should be in place to ensure operational detail does not dominate
strategic discussions

established tools of accountability — for example, rules and policies — are
reported as common in research on successful cooperatives

creating a culture of ownership requires participatory management: staff
must be suitably engaged in running the organisation. The status of
‘ownership’ alone is not sufficient

centralised leadership, as provided by a Board, for example, is commonly
used to guide and support these processes.




+ Professional partnerships

A.20.1 What are they?

Professional partnerships are organisations owned, led and run by the
professionals who carry out the work (Greenwood and Empson, 2003). An
analysis of governance of professional services — such as law, accounting,
management consulting, advertising and architecture — reports substantial
variations in the governance of top firms, depending on sector (e.g. 100% of top
law firms are partnerships, for accountancy 56% are partnerships, 42% are
private corporations and 2% are public corporations, while, in advertising, the
proportions are 0%, 77% and 23% respectively) (Greenwood and Empson,
2003).

The partnership model is familiar in healthcare, where it is applied in the form of
GP practices, where GPs act as partners. Revisions to the primary care contract
led to development of multi-professional partnerships, employing additional
salaried GPs — which is seen by some as detracting from the original
partnership model (Ellins and Ham, 2009).

An important issue identified in research on professional partnerships outside
healthcare is what happens as these organisations grow. Research indicates
that, with growth, there is an increasing tendency for adoption of a corporate
governance approach, with centralised leadership, supported by committee
structures (Brock, 2006, Greenwood et al., 1990). This development has been
conceptualised in terms of the Large Professional Partnership (Greenwood et
al., 1990) and the emerging Global Professional Network (Brock, 2006).

Unlike standard corporations, large professional partnerships bring together
ownership, management and operation: partners act as owners, managers and
workers (Greenwood et al., 1990). These partnerships are professionally
dominated: 75-80% of the workforce is made up of professionals, whose main
focus is on the work within their local office and their ongoing relationships with
clients (Greenwood et al., 1990). This professional dominance is reflected in the
leadership of these organisations. A study of large accountancy firms notes the
existence of organisational hierarchy, with a national (and, where appropriate,
an international) office, within which there is a partnership body providing
strategic direction. This elects an executive policy committee, addressing such
matters as audit and taxation. National committees address such functions as
professional development, professional standards and marketing. Membership
of these central structures of the partnership is drawn from partners operating at
the front line, who tend to return to the front line after one or two terms (5-6
years) (Greenwood et al., 1990).

A review of the literature on recent developments in professional partnerships
finds much variation in the organisational forms adopted by professional firms,




categorised along dimensions of size (ranging from local to global) and service
focus (covering generalist, specialist and multidisciplinary). Alongside the
smaller organisational forms, the review identifies the emergence of the Global
Professional Network (GPN). The GPN reflects an increasing shift towards more
business-like processes and structures. These include adoption of management
structures and systems, such as CEO and senior management, strategic
business units and performance appraisal systems; use of formal networks,
based on contractual arrangements; more individualised reward systems, for
example, performance-based pay; increasing global reach and a drive towards
multidisciplinary practice, increasing the services that might be provided to their
client base. Suggesting that ‘business-like organisations need business-like
governance’, the review notes that, with GPNs, there is a shift to a corporate
governance approach (Brock, 2006).

A.20.2  Strengths and weaknesses of professional
partnerships

Research on professional partnerships suggests they can be a very effective
organisational form, but that certain factors limit this effectiveness. Research
has found that in professional services, the professional partnership form can be
effective in recognising the value of professional autonomy and in addressing
the challenges of monitoring non-routine behaviour (Greenwood and Empson,
2003, Greenwood et al., 1990), findings highly relevant to Clinical
Commissioning Groups.

However, increases in organisational size and the resultant shifts in governance
bring with them challenges. Much of this learning may be of relevance to
developing and governing these new organisations.

The advantages of professional partnerships have been found to include the
following:

a shared approach to governance arising from shared liability for risk, as
professional partnerships are owned and governed by partners. This may
mean a substantial reduction in the effort required to ensure that
management and workers are working in the interests of the owners
(Greenwood and Empson, 2003, Greenwood et al., 1990)

the collegiate approach engendered within these organisations may support
more efficient self-monitoring control processes, when compared with the
effort expended in corporate governance in monitoring performance against
targets. It may also lead to the development of supportive connections
between frontline units

professional partnerships may offer superior incentives to share knowledge,




for example in terms of career development (Greenwood and Empson,
2003).

However, research usefully indicates a series of ‘limiting conditions’, under
which these advantages might disappear. Many of these conditions are relevant
to the development of the proposed Commissioning Groups:

increases in organisational size and complexity make established collegial
partnership processes harder to implement, and introduce agency issues,
leading to a greater reliance on bureaucracy, thus reducing efficiency

as the heterogeneity of professions represented in partnerships increases, it
becomes increasingly difficult to ensure shared values within the
organisation, again militating against the collegiality identified in small
partnerships

other limiting factors cited are the degree of capital intensity, balancing
customised versus mass-produced services, risk of litigation and the
‘reducing lure of partnership’ (Greenwood and Empson, 2003).

As outlined in the previous section, a common response to increases in
organisational size, complexity and heterogeneity is the adoption of centralised
leadership, supported by systems similar to those applied in corporate
governance. However, the nature of the local professional partnerships that are
brought together in the larger organisation might present significant challenges
to such an approach.

Research on large professional partnerships illustrates the resultant challenges:

the centralised leadership tends to be dominated by the frontline business
units: decisions on spending, recruitment, etc, tend to be devolved and the
majority of engagement is initiated by the frontline units

there is a lack of central authority, with a perceived role of ‘nudging and
cajoling’, a high tolerance of frontline units’ failure to meet performance
targets, and a tendency to allow the front line to assess its own performance
on quality standards

however, the heavy frontline influence appears to lead to a failure to produce
long-term strategy (i.e. not thinking more than one year ahead) and
performance targets focused only on the local client base, rather than across
the area covered by the whole organisation

the dominance of the local office in professional partnerships and the relative
weakness of the central structure create potential for significant variation
across sites, making the creation of a shared organisational vision and
culture across member groups a challenging task

weak central authority, coupled with professional dominance, might also
increase the risk of local ‘groupthink’ developing (Greenwood et al., 1990).




A.20.3 Lessons for Clinical Commissioning Groups

The limiting conditions set out for governance of professional partnerships — for
example, increases in size and complexity — are relevant to developing Clinical
Commissioning Groups:

as partnerships grow in size, centralised governance, led by a Board, is
used. However, research suggests that this centralised leadership may have
only limited influence

a drawback of this local autonomy is that locally-set targets tend to be short-
term and focused on local priorities: a broader perspective is seldom
considered

the evidence suggests that key challenges they will have to address include
setting an effective, long-term and inclusive organisational strategy, and
holding members to account for delivering this strategy

the challenge of creating an overall organisational culture’— where local
cultures have developed independently over many years — appears
substantial.

Family-run firms Error! Bookmark not defined.

A.21.1 What are they?

A report on the governance of family-run firms defines this organisational form
as ‘all enterprises that are owned, managed or significantly influenced by a
family or families’: internationally, they represent the substantial majority of
registered companies (Cadbury, 2000). As will be seen, many of the issues
faced by family-run firms as they grow are similar to those that may be faced by
the members of Clinical Commissioning Groups — for example, issues of control,
‘groupthink’ and conflicts of interest.

A review of evidence on governance of family-run firms indicates that, while
definitions vary, the main themes drawn from the literature are the unification of
ownership and control, family involvement in management, and family
succession. Implementation of these may be influenced by contextual factors,
for example, legal variations on inheritance, or cultural attitudes, such as those
towards the status of women (Carney, 2005). It is suggested that control may be
achieved through, for example, majority stockholding, the right to appoint CEO
and Board members, or the right to bypass the Board on certain decisions
(Carney, 2005).

Most family-run firms remain small. In the event of growth, a review of the
evidence argues that family executives are likely to be occupied with day-




to-day management issues (Carney, 2005). Consequently, guidance
recommends that family-run firms adopt established elements of corporate
governance, including a Board of Directors providing long-term strategy and
formalised organisational structures, with clear roles separating strategic
direction from management (Cadbury, 2000). In addition, Cadbury notes the
value of outside directors — who can provide independent advice, drawn from a
wider field of knowledge than the family members might — as well as continuity
unachievable through use of consultants (Cadbury, 2000).

A.21.2  Strengths and weaknesses of family-run firms

A review of the literature on family-run firms suggests that little research has
been conducted at the organisational level. Gaps around organisational vision,
culture development, marketing strategy, HR practices and inter-organisational
relationships are identified (Sharma, 2004).

Carney (2005) argues that family-run firms have certain advantages flowing
from their organisational form. For example, it is suggested that greater care is
taken with resources, as it is the family’s own wealth that is being used, as
opposed to ‘other people’s money’ (Carney, 2005). Owners can ask for, and
expect, high levels of commitment. However, family-run firms face increased
challenges of managing internal conflict (Carney, 2005).

It is suggested that agency costs are low in family-run firms, due to alignment of
owners’ and managers’ interests reducing the need for monitoring and
incentives (Carney, 2005). This alignment may reduce as the number of family
members involved grows (Carney, 2005). A risk that owners will surround
themselves with like-minded people — increasing the probability of ‘groupthink’
within leadership — is identified in research (Brunninge et al., 2007). In
considering conflicts of interest, there is a risk that owners of family-run firms
may take decisions that benefit themselves, rather than the company. A survey
of over 1300 US family-run firms concluded that internal control systems, of the
kind used in corporate governance, are ‘essential’ to ensure effective
performance of these firms (Schulze et al., 2001). Further, the independence
brought to the Board by outside directors may be important to resolving conflicts
of interest and inspiring trust in the Board’s activities (Cadbury, 2000).

Research on the benefits of outside directors in family-run firms is mixed. For
example, a study of US family-run firms could not find strong evidence in
support of the benefits of outside directors on performance. However, the
authors argued that this may be due to a range of factors related to poor
governance: only 19% of the firms sampled had any outside directors at all,
many Boards sat infrequently (once or twice per year), and those firms that had
outside directors may not have valued them, in terms of compensation,




representation and delegation of tasks (Schulze et al., 2001). A later study of
almost 2,500 Swedish small and medium enterprises, the majority of which are
owner-managed, presented findings that outside directors have a positive effect
on strategic change, especially amongst closely held firms (Brunninge et al.,
2007).

Research on strategic change in closely held small- and medium-sized
enterprises suggests that ownership as typified in family-run firms may lead to
limited strategic innovation and renewal. Family-run firm leaders tend to stay in
position for longer than non-family leaders and they have a significant and
ongoing influence. Their leadership may be limited in terms of being excessively
risk averse, wedded to an initial strategy, and with a low capacity to process the
need for long-term strategic change (Sharma, 2004). Research and guidance
recommend that non-owner, independent perspectives, either through the
presence of outside directors or increasing non-owner top management, may
address this (Brunninge et al., 2007, Cadbury, 2000). To support effective
dialogue between a Board and family members, ‘Family Councils’ are
recommended as a useful structure (Cadbury, 2000).

It is suggested that successful family-run firms benefit from a clear
organisational structure, a Board that focuses on policy, and is separate from
management (Cadbury, 2000). A transparent and fair system of responsibility
and decision-making, set within a logical organisational structure, may reduce
the likelihood of disagreements, tensions and perceived injustices. Clarity on
policies around performance-based recruitment, promotion, and incentives is
especially important (Cadbury, 2000).

A.21.3 Lessons for governing Clinical Commissioning
Groups

The proposed Groups may face several challenges similar to those experienced
by family- run firms, such as setting a suitable strategy and addressing conflicts
of interest. The lessons learned from family-run firms align strongly with those
drawn from examples of employee ‘ownership’:

many of the strengths of family ownership, for example, effective use of
resources and efficient monitoring of performance, reduce substantially as
such organisations grow in size

family ownership may limit strategic renewal and innovation and there may
be challenges in ensuring a long-term perspective is taken

the introduction of a Board allows family members to focus on their area of
expertise, for example, day-to-day operational matters, while allowing others
to focus on the wider strategy of the organisation




independent voices — such as non-executive directors — may support
development of effective strategy and reduce the risk of ‘groupthink’

transparent accountability systems address some of the more delicate
matters, such as conflicts of interest, recruitment, rewards and promotion.
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The following section summarises the roles and building blocks of governance
as outlined in The Healthy NHS Board. It then identifies how the learning above
might guide the development of Clinical Commissioning Groups.

Formulating strategy

Evidence suggests that effective strategy should incorporate challenging, but
achievable, goals, reflecting local and national priorities, including quality and
safety, workforce, innovation and value for money. It should take a long-term
view (of three to five years) and be revisited and refreshed regularly, reflecting
performance and changes in context; also, it should be translated into frontline
activity (Ramsay et al., 2010).

The research presented above confirms strongly the importance of clear, long-
term organisational strategy in a wide range of organisational forms. In the
context of the proposed Groups, a particular focus of strategy, as identified in
research on networks, is maintenance and development of the interactions
between member organisations.

Evidence from research on GP Commissioning, employee ‘ownership’,
professional partnerships, and family-run firms indicates that these
organisational forms face significant challenges in developing effective strategy.
A focus on short-term, operational matters — ‘the horizon problem’ —is a
common theme in these organisational forms. This is shown to limit the capacity
to develop strategies incorporating the wide array of priorities a complex
organisation must address and their capacity to revisit and adapt strategy in light
of contextual changes.

Guidance and research on family and employee-owned firms recommends that
the introduction of independent voices, for example, by appointing independent
directors, may bring greater objectivity and additional skills with which to
address these challenges.




Ensuring accountability

Research and guidance on corporate governance recommend that
organisations should be accountable and transparent to their stakeholders. This
may be achieved through:

holding the organisation to account for the delivery of strategy, while
avoiding operational micro-management

seeking assurance that the systems of control are robust and reliable
checks and balances provided by independent voices (Ramsay et al., 2010).

Research on previous experiences of GP Commissioning emphasise the
importance of effective and transparent accountability systems in the new
Clinical Commissioning Groups.

Learning from networks and employee-owned organisations suggests that many
of the tools used in operating a single organisation may be applied just as
appropriately to ensuring accountability across groups of organisations.
Interestingly, however, a number of the organisational forms discussed here,
such as professional partnerships and family-run firms may not always
implement accountability systems of the form seen in corporate governance.
Instead, due to strong alignment of owners and employees, or a collegiate
culture supportive of self-monitoring, the need for monitoring and controlling
performance is thought to reduce substantially. To benefit from such reductions
in ‘agency cost’, however, evidence suggests that organisations must remain
small. As these types of organisations grow in size and complexity, so too grows
the need for formal accountability systems. Experience of large professional
partnerships indicates that implementing such systems may prove challenging,
requiring a substantial culture shift in professionally-dominated member groups.

The value of accountability systems is supported in the evidence drawn from
other organisational forms, including networks, family and employee-owned
organisations, including professional partnerships. Such systems may provide
important benefits. Principally, they provide assurance that the organisation is
achieving its goals, including such measures as quality of service provision and
efficiency. Research on networks suggests that the ongoing development of the
network itself should be seen as a key matter on which leadership should be
assured.

Risk management has been identified as important to accountability and
effective governance, following the 2008/09 financial crisis (Nestor Advisors,
2009, Walker, 2009). An international consultation by the OECD suggests the
widespread failure of risk management was due to disconnection within the risk
management system e.g. between strategy and management systems
(Organisation for Economic Co-operation and Development, 2009).
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Many recommendations on how risk management might support effective
governance have been made in the wake of the 2008/09 financial crisis. It is
suggested that risk should be central to governance, informing strategy and
allocation of resources. In support of this, an effective risk management system
is required and Boards are recommended to establish a Risk Committee and a
Chief Risk Officer to bring together this information in a meaningful fashion. A
risk management system can only be effective if all levels of the organisation
engage with and take ownership of risk, so it is recommended that leadership
interacts with staff to encourage this (Ramsay et al., 2010).

Accountability systems help to build trust between members and with
stakeholders. Research on networks and family-run firms suggest these
systems may prove to be especially valuable in addressing potential conflicts of
interest. Conflicts may emerge in a range of situations, including decisions on
promotions and rewards. Of particular interest to the new organisations may be
where there exists an overlap between the services to be commissioned and the
services that member practices might provide. Under such circumstances, clear
and robust arrangements will be required to govern these commissioning
processes and thus reassure the public that decisions made are driven by
considerations of quality.

Involvement of members of the community in the decision-making process may
help to ensure public trust in decisions made. A similar means of addressing
this, drawn from the corporate domain, and recommended in relation to family-
run firms, is the introduction of independent voices into such discussions, for
example through the appointment of independent directors (see under A.7).

Shaping culture

Good governance requires effective strategy and systems, but their
effectiveness depends heavily on the existence of an 'engaged culture', shared
across all levels of an organisation. It is a key role of governance to shape and
embed such a culture (Ramsay et al., 2010). Previous experiences of GP
Commissioning indicate that, for Clinical Commissioning Groups to succeed, GP
buy-in is likely to be essential.

Evidence drawn from previous research on GP Commissioning, networks, and
employee-owned organisations, including professional partnerships, indicates
that creating a shared culture across organisations may be a significant
challenge. The organisations to be brought together are likely to have developed
their cultures independently over many years, and research suggests that to
create a shared culture requires effective leadership.

Effective engagement of members is likely to be essential to developing a
shared culture, where members truly feel a sense of ownership of the




organisation. Learning from organisational forms, such as networks and
employee-owned organisations indicates the value of:

involving members in negotiating organisational objectives, structure and
member contributions, and communicating this vision effectively

providing opportunities for members to work together and learn from each
other

ensuring that members have a genuine influence over the running of the
organisation.

Even in situations where these activities are implemented, the tasks of altering
long-established cultures and developing inter-organisational trust will be
challenging and will require focused, inclusive leadership. Even in situations
where such leadership exists, evidence indicates that successful culture change
takes time.

Context

Context is defined as the broader environment over which NHS organisations
have little influence. This includes policy, legislation, the economy, regulators,
relevant institutions (such as professional bodies) and public expectations.
Evidence on effective Board governance suggests that context may be
addressed effectively through regular ‘horizon scanning’, supported by ongoing
engagement with local staff and academics, and feeding this learning into
appropriate changes to organisational strategy (Ramsay et al., 2010). While
details may change, many of the contextual categories e.g. policy, economy and
regulation, will remain the same.

Previous research on GP Commissioning indicates that context can have a
significant influence on the success of such organisations; while learning from
GP Commissioning, networks, and employee ‘ownership’ indicates the
importance of incorporating context into long- and short-term thinking.

However, it should be noted that research on professional partnerships,
employee ‘ownership’ and family-run firms indicates that awareness of the wider
context may be limited in these organisations, with leaders lacking a sufficiently
inclusive or long-term perspective.

I Intelligence

Research and guidance on governance describes intelligence as information
covering organisational performance and the local environment; as such, itis a
key support of strategy. Effective intelligence is relevant, timely, accurate, valid,
reliable and complete. It should cover market and business development, future
technological and environmental developments, and performance trends (for
example, finances, efficiency, workforce, patient experience, clinical




quality, access and targets). It is important to strike a balance between providing
too much and too little information; this may be addressed through ‘exception
reporting’ and the use of such tools as dashboards; such information can be
made ‘real’ through use of patient stories and engagement with local partner
agencies (Ramsay et al., 2010).

Research on past attempts at GP Commissioning indicates that future
approaches to clinician-led commissioning should be supported by high-quality
intelligence. All organisational forms considered in this review note the
importance of intelligence, in informing the organisation on how well it is meeting
its organisational objectives, for example, in terms of quality and efficiency.
There is also potential value in increased awareness of local competition, as
demonstrated in research on cooperatives: rather than developing services in
house, a Clinical Commissioning Group may seek to partner with other such
organisations to provide certain services.

" Engagement
Guidance on engagement in corporate healthcare governance suggests three
main aspects to consider:

empowering people — patients and the public — to influence their care and
the organisations that commission and provide this care

placing the patient experience at centre stage — with routine, systematic
collection and analysis of feedback from people who use services (including
‘real time’ patient feedback and an understanding of minority and hard-to-
reach groups)

accountability to local communities (statutory ‘duty to involve’) (Ramsay et
al., 2010).

Research on networks, employee ‘ownership’ and professional partnerships all
suggests that engagement is likely to be important to the effective governance

of Clinical Commissioning Groups. It is central to ensuring that members buy in
to a new organisational vision and develop a shared culture across groups.

A recent discussion paper by the NHS Confederation suggests that engagement
must go beyond GPs and PCT managers to encompass all stakeholders,
including patients, practice staff, clinicians from other sectors, local politicians
and local authority officers. It is argued that patient involvement helps
demonstrate democratic legitimacy and is therefore a powerful tool (NHS
Confederation Primary Care Trust Network, 2010). Research on past GP
Commissioning notes that such engagement can become challenging as the
organisation becomes larger.




# Board/council characteristics

The majority of organisational forms presented in this review lean towards some
form of centralised governance. Many use a Board or council, elected by
membership and ensuring a suitable balance of representative views across
membership.

As mentioned above, research on employee ‘ownership’ and family-run firms
raises concerns about how best to ensure leadership has the necessary skills to
carry out its governance roles (Cornforth, 2004, Cadbury, 2000, Ellins and Ham,
2009). Board/council members may lack suitable knowledge and skills to set
strategy effectively, to act as ‘boundary spanners’, or to hold management to
account, becoming instead ‘passive receivers of information’ (Cornforth, 2004).
It is recommended that additional voices, for example, through the appointment
of independent directors, may be of value (Cornforth, 2004). Alternatively, where
leadership is elected, experience from employee-owned organisations suggests
that training or strong selection criteria may be applied to ensure skilled
leadership (Cornforth, 2004).

Evidence on the value of independent Board/council members is mixed
(Brunninge et al., 2007, Schulze et al., 2001). Experience in the corporate
domain, however, suggests there may be significant value in the use of
independent voices. Research on corporate governance suggests
independence of governance from management is a foundation of good
governance (Ramsay et al., 2010). In response to the 2008/09 financial crisis,
an analysis of how six major US investment banks — Lehman Brothers, Merrill
Lynch, Goldman Sachs, Bear Stearns, Morgan Stanley and JP Morgan — fared
over this period was carried out (Nestor Advisors, 2009). Comparing the three
‘survivors’ and the three ‘departed’, the analysis presents some worthwhile
lessons on effective governance. While certain criteria of independence had
been met, all banks studied had failed to separate the roles of Chair and CEO
(as recommended in much corporate guidance, although a common feature of
governance in the US). Furthermore, the ‘departed’ banks tended to have Board
leadership (CEO, Chair and NEDs) with notably longer tenure than the
‘survivors’: it is argued that this greater tenure reduced the independence of
Board members, and their ability to hold their organisation to account (Nestor
Advisors, 2009).

While independence may be important, knowledge of the field is recognised as
central to providing effective governance (Ramsay et al., 2010). In the case of
the banking crisis, it was found that the proportion of NEDs with investment
banking expertise was substantially higher on average in ‘survivors’ than the
‘departed’. The analysis notes that, without the necessary training or expertise,
NEDs will be unable to engage effectively with management on the strategic
direction of the organisation (Nestor Advisors, 2009). In response to this,




guidance in financial and indeed healthcare domains identifies the need for
expertise amongst NEDs, whether through experience or through training and
education (NHS National Leadership Council, 2010, Walker, 2009).

Another commonly recommended characteristic of an effective Board is a
suitable balance of executive and non-executive directors (Ramsay et al., 2010).
In part, this helps ensure that no individual or small group can dominate the
Board’s decisions, and it allows local and independent expertise to work
together to govern effectively. Generally — in line with US business practice in
general — the analysis of the banking crisis found very low executive
representation on the Boards of these banks. Of the ‘survivors’, Goldman Sachs
was identified as having the best balance, with three EDs to nine NEDs; in many
of the other banks, only the CEO represented the executive side (Nestor
Advisors, 2009).

Clinical Commissioning Groups will be new organisations, adopting new
functions. However, the roles and building blocks of governance appear
consistent across the organisational forms examined in this review and they are
likely to be highly relevant to their governance. An important issue, in terms of
governance, is how the development of these organisations is led. The key
lessons for developing and sustaining effective governance of these new
Groups follow:

as organisations grow in size, evidence points to the need for some form of
centralised leadership, such as a Board or council, usually featuring an
element of independent representation, offering an important counterpoint to
executive directors

consideration should be given to the approach taken to selecting
Board/council membership, striking a suitable balance of representation and
necessary governance skills

lessons from the development of networks, and the processes required to
bring together established organisations to work on common objectives, are
likely to be valuable

a long-term, comprehensive strategy is essential to good governance. Where
organisations are led by professionals, it is important to ensure that strategy
is not weighed down by the *horizon problem’ — where the focus is on short-
term, employee-based concerns

there are clear challenges in separating the roles of governance and
operational management and these represent risks for providing effective,




long-term strategy. It is important that Clinical Commissioning Groups
develop an approach to leadership that addresses this challenge

systems of accountability require a suitable degree of transparency and
challenge. Addressing ‘groupthink’ is important in organisations that might be
professionally-dominated

it is also important that, in a setting where services may be commissioned
and provided by the same people, these systems address potential conflicts
of interest related to ‘make or buy’ decisions, for example

the new Groups need to develop the appropriate culture, which is shared

across all member practices. The evidence above indicates this may be a
substantial challenge, which may be addressed through strong, inclusive

leadership, and the development of platforms where members may work

together and learn from each other

the success of Clinical Commissioning Groups is likely to depend heavily on
effective engagement of professionals, patients and the public. Trust must be
built between member organisations; and sustained and developed with the
public. Effective engagement will help develop this trust; and it will support
member organisations’ participation in the systems, processes and roles
introduced by membership of these new groups

the evidence suggests that creating a shared ‘culture within Clinical
Commissioning Groups, bringing together the varied and long-established
cultures of member organisations, is likely to take time.
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