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EXECUTIVE SUMMARY

Establishment of hospital autonomy in Thailand is based on the belief that awell functioning public hedlth
sector can play acrucia role and make a substantia contribution to improving the health of Thai people.
Hospita autonomy addresses the divison of economic and administrative power/responsibility between
the Minigtry of Public Hedth (MOPH) and autonomous government hospitals. Hospita autonomy will
achieve the following objectives 1) improve communication and reduce adminidtrative complexity;
2) enhance effectiveness and efficiency of hospital management; 3) increase accountability to the public;
4) improve resource mobilization and improve loca knowledge of development priorities, and 5)
achieve politica objectives. Decentrdized decison making will be enhanced in Sx main aress. drategic
management, procurement, financial management, human resources management, adminigtration, and
clinica governance.

AN AUTONOMOUSHOSPITAL (AH) ISAN INSTITUTION:
Condtituted under the Public Organization Act (POA) and accountable to the community, ajuridica
entity, cgpable of suing and being sued, and with authority to enter into contractua relationships and
operating under State supervision;
Primarily responsible for curdtive care provison, but providing preventive and promotive hedth
sarvices financed by State subsidies,
With physicd assats that are owned by the Ministry of Public Hedth (MOPH), Government of
Thailand, but whose operation is not under the direct day-to-day control of the MOPH as defined
in the Public Organization Act;
Whose full-time, part-time, and casud Saff are ether: @ autonomous hospital employees, b) civil
servants on secondment; or ) full civil servants during the trangitiona phase;
Responsble to the MOPH for adhering to the appropriate functions defined for autonomous public
hospitals as part of a coherent Thai health services system and meeting basic minimum standards for
its technicd and adminigrative functions.
Operating under a generd memorandum of administrative agreement defining the operationd
relationship between the MOPH and the autonomous hogpital.
Financed through a system of vertica block grants and/or transfers from the MOPH and localy
generated revenue (in that order of importance), with clear and transparent lines of authority both
within the hospitd and between the hospitd and and the MOPH and provincia hedth
adminigration.
Able to retain surpluses within limits set by the MOPH, fully responsible for dl hospital resources
and openly and trangparently accounting for al resources regardless of source.
Governed by a Governing Committee (GC) and run by a Chief Executive Officer (CEO).!

! The Public Organizations Act indicates that an autonomous institution will be government by a Board of Directors.
In this document, a Governing Committee is the equivalent of aBoard of Directors.
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M 1SSION OF AN AUTONOMOUSHOSPITAL
The misson of an autonomous hospita is to provide comprenensive care services of high quality and
relevant to community needs, in the mogt efficient manner possible within available resources.

THE GOVERNANCE MANDATE

Autonomous hospitals, having been st up bascdly for charitable purposes, will have no stock
ownership and may accumulate surpluses but not profits. Governing Committees (GCs) will be bound
by certain legd requirements and will have taxing authority in thet they can set fees for service. To offset
any ddfidits or to maintain financid solvency, the Government will subsidize these hospitals through
block grants.

EXECUTIVE LIMITATIONS

The GC isthe “boss’ of the CEO but, sinceiit is not involved in day-to-day operations, should develop
apolicy of “executive limitations” which limit the power of the CEO. Need for such a policy comes
from desire for prudence and ethics. Common executive limitations include:

Vendor relations —basics of fair treetment of hospital vendors.

Treatment of patients — minimum standards of trestment of patients including promulgation of a
“patient bill of rights” policies on exemptions and waivers, and policies for provison of subsdized
SEVices.

I ndebtedness — limits on circumstances in which the CEO can incur debt.

Asset protection — limits on unacceptable risk and treatment of fixed assets.

Financial condition — conditions of fisca jeopardy to be avoided.

Budgeting — characterigtics of what is acceptable and unacceptable in any budget.

Funded depreciation — limits on the amounts and conditions under which the CEO can spend
money from funded depreciation reserves (if any).2

Spending limits — limits on the Sze of spending over a specific period of time without GC
authorizetion.

Growth — Limits on growth of the hospitd in any given period of time regardiess of availability of
funds, induding foundation-funded capitd invetments.

Compensation and benefits — characteristics not tolerated in any wage and sdary plan, including
provison of incentives.

Private sector involvement and joint ventures — limits on the freedom of the CEO to enter into
any hospita—private sector partnership and the establishment of any hospita—private sector joint
venture,

RELATIONSHIPTO THE M INISTRY OF PUBLIC HEALTH
With regard to autonomous hospitals, the Ministry of Public Health will:

Develop a coherent drategy for the Tha hedth sysem within which autonomous hospitas will
operate.

2 Some institutions require that reserves be set aside for the replacement of large capital items. This limitation restricts the CEO’s
access to these funds.
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Monitor implementation of autonomous hospitals.

Asaure core funding through block grants (either conditiona or unconditiona), budget support, and
other financid subsidies and/or transfers as appropriate.

Leed, direct, and monitor the trangition to autonomous hospital status.

Develop anationd plan for capital expenditure and issue “ certificates of need.”

Asaure trangtiona funding.

Finance and conduct development activities for key systems.

Conduct generad monitoring and evauation activities.

Provide comprehengive hedth services with primary focus on curative care provison, but including
aso preventive and promotive hedlth services financed by the State.

Sdect and appoint members of the autonomous hospital Governing Committees.

Issue hospital licenses (and renewals) or accredit autonomous hospitals as appropriate.

HUMAN RESOURCESMANAGEMENT

Human resources management will be the most important aspect of establishing autonomous hospitals.
The fird issue is the trangtion of gaff from their historica civil service positions to hospital employees.
The second issue is the determination of benefits and levels of remuneration.

The principles underlying personnel policies for autonomous hospitals during the trangition period include
the guarantee of a job for everyone who performs to a set sandard. Staff of autonomous hospitals can
initidly be of three types

a) daff on hospitd terms;
b) aff on secondment from civil service (during the trangtiona phase);
c) daff retaining their present status as members of the civil service (during the trandtiona phase).

Full civil servants (not necessarily those on secondment) will not be compelled to accept the new service
terms. All of the vacant pods in the hospitd mugt be filled only by quaified employees currently
working in that hospita. These individuas must be hospita employees on hospitd terms, not civil
sarvants. Temporary secondment of civil servants is a second possibility, asis the placement of existing
civil servants who are staff of that hospital. Secondment from other public hospitals should be avoided.
The power to hire and fire autonomous hospital staff should be exercised a the hospital level except for
certain senior posts.  Recruitment to fill senior posts should involve the Governing Committee of the
hospita as appropriate and in accordance with Government regulations.

PLANNING AND BUDGETING

Autonomous hospitals will be required to prepare annual recurrent budget plans and biennid capitd
budget plans based on MOPH guideines. Accounting guidelines, a chart of accounts, and a list of cost
centers for autonomous hospitals will be developed as part of the transition process.

The Public Organization Act does not dlow autonomous hospitas to be profit making inditutions,
rather, each AH must register as a non-profit entity under the POA and apply for and receive
Certificates of Need for capita items.



CAPITAL INVESTMENT PLANSAND CERTIFICATESOF NEED
Each autonomous hospitd will be required to submit a request for capita expenditure (primarily for
large and sophigticated equipment and capita congtruction) in line with their hospitd’s three- to five-
year rolling capital budget plan. If the capital investment is gpproved by the MOPH, the MOPH will
grant a*“ certificate of need” for the item under consideration.

GOVERNMENT GRANTSAND TRANSFERS: BASELINE BUDGETSAND FUTURE ALLOCATIONS
Theinitid year's budget for an autonomous hospita should include: the recurrent budget, containing full
funding for al posts (current and approved); the existing level of operating budget from the government
received though the MOPH; a budget for fringe benefits, and funds for development activities during the
trangtion period. If there is any capitd budget that has not been fully implemented prior to trangtion,
funds to complete the projects should be transferred to the autonomous hospitals for completion of the
project. Capital budgets will be reviewed every 2 years with the recurrent budget determined annually.
Initid recurrent budgets will be based on inflation adjusted previous year’s dlocation. This will remain
so for aperiod of up to 5 years. After the 5™ year, dl recurrent budgets will be based performance and
costs.

REVENUE GENERATION: RATE/FEE SETTING

The hospita should be dlowed to generate revenue from service provison in order to: a) be more sdif-
reliant; b) prevent reverse subsidies, and ¢) be able to provide incentives for the staff. However, this
should be undertaken on condition that the poor will not be turned away and that the efficiency of the
referral system will be strengthened.

Those who are going to use services beyond a basic service package should bear the full cost of care.
Those who bypass the referral chain should be pendized by a copayment in order to discourage further

bypassng.

Each autonomous hospital’ s Governing Committee has the authority to set its own fees within guiddines
st by the MOPH. Principles of revenue generation outlined in this manua should be followed.

TRANSITIONAL M ECHANISM

Transformation of public hospitals to autonomous status will require strong commitment and support
from many parties. Support from the Bureau of Budget (BOB), contributions from the Civil Service
Commission during the transformation phase of personnd status, close involvement of the MOPH in the
budget planning process, and involvement of other key organizations will be needed. New hospita
systems, eg., hospita/management information systlem (HMIS), accounting system, and training, will be
needed to assure the efficiency of autonomous hospitals. These requirements have to be fulfilled in the
short, medium, and long term.

Given bureaucratic limitations within the MOPH, it is strongly recommended that the responsibility for
the trangition function be sat up independently from the MOPH as an Executive Agency. Draft
legidation is proposed (see Appendix A) adlowing for the establishment of a* Supportive Office for
Development and Autonomous Hospitals” (SODA), which will act as the executive agency.



I. RATIONAL AND BACKGROUND

The public sector in Thailand has been the mgor player in Thalland's hedth service sysem from the
introduction of modern hedth sarvices. It is undeniable that the public sector is crucid in meeting the
hedlth needs of the population, especidly the underprivileged and the poor. Given Thailand’'s economic
criss and experience with rapid growth and then decline of the private sector over the last fifteen years,
the government services deivery system has been a force for sability in the country. However, hedth
sarvices operating under the conventiona civil service system and are not without problems. There are
examples illugrating the wesknesses of a hedth sarvices ddivery system being managed under a highly
centraized bureaucracy. For example, staff working in the public sector lack motivation to ded with the
large volume of work due to the fixed sdary sysem and rigid manpower management rules and
regulation. In addition, efficiency in the use of resources has not been ensured. Finally, sysemsto ensure
trangparency and accountability of the public sector resources still need to be improved.

Given the above background, the public sector needs to change its methods of delivering services and
deding with its hospitds in ways that improve efficiency and accountability but aso dlow for better
governance. In many countries, such changes in public hospitals have been called ether “ privatization”
or “corporatization”. In the Tha context, it is best to refer to these changes as a process of creeting
autonomous public hospitals. This nomenclature is in line with the current effort of civil service reform
which is trying to make certain public services ddivery more autonomous and free from conventiona
bureaucratic red tape, rules and regulations and Thailand' s historical organization culture.

In this respect, cresting autonomous hospitals should be taken as a form of decentrdization. Hospital
autonomy is essentidly a form of decentrdizatio addressng the divison of economic and
adminigrative power/responsbility between the centrd (in this case, the Ministry of Public Hedth
[MOPH]) and sub-nationd units of government. Like decentraization, hospita autonomy is an atempt
to achieve the following objectives:

Improve communication and reducing adminidrative complexity, thereby improving
government’ s responsivenessto local needs.

Enhance effectiveness and efficiency of management by alowing greeter discretion.

Increase accountability to the public

Improve resource mobilization for national and locd development policies, and improve locd
knowledge of development priorities.

Achieve political objectives such as sdf-rdiance, salf-determination, and democratization.
Increase the role of the local community in ensuring good governance.

“Autonomy”, as this manual defines to it, refers to the extent of decentraized decigon-making in Sx
main aress.

$“Decentralization” is the term used throughout this manual. It may also imply devolution, delegation, or
deconcentration.
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Strategic management refers to the function of defining overal misson of the hospita, setting broad
drategic gods, managing the hospital’s assats, and bearing ultimate responsbility for the hospitd’s
operationd policies.

Procurement refers to the purchase of drugs, medica and non-medica hospital supplies, and hospital
equipmen.

Financial management refers to the generation of resources for running the hospita, and the proper
planning, accounting, and allocation of those resources. It also refers to a readiness to accept the
consequences of wrongdoing and being subject to audit.

Human resources management refers to hiring and firing, training, and management—including
recruitment and deployment—of various categories of hospital personnd and the CEO.
Adminigtration refersto dl other responsbilities involved in the day-to-day running of the hospita and
the discharge of its functions.

Clinical gover nancerefersto clinicians who participate in running clinical care under peer supervison,
and who are accountable to the CEO.

The spectrum of hospital autonomy iswide as outlined in Table 1 below. This manua does not advocate
(nor does it dictate) a fully privatized or for-profit form of autonomy, but one that is a step away from
“fully public” towards “fully private.” Autonomous public hospitals are not “public entities” cgpable of
making a profit, but “public organizetions” whose role it is to serve the community. The reader will note,
for example, that the “governance” aspect of the manua shows greater movement towards the fully
private moddl, while the financing aspect cdls for support in the form of performance-based block
grants, a method closer to the fully public modd. In this regard, the Government is not abdicating its
respongibility for providing hedth services to the people of Thalland since many of the policies and
gsandards remain the responsibility of the MOPH.

Hospitd autonomy will gill operate in a hedth system based on socid equity principles where fees are
set based on ability to pay, and service use is based on need. Since the differences between historical
organizationd function and that which is expected under autonomy are significant, a trandtion period will
be required before full autonomy can be achieved. During this period the full contents of this manud, or
a manua based on this foundation, will be implemented. This manud reflects an ided dae of
“autonomy” for a large hospitd ¢ 120 beds). Its contents may need to be smplified for smaller
hospitas.

Experience from Singapore and Hong Kong provides insight into the process of hospita autonomy.
According to the reports of a study tour to Singapore and Hong Kong, the crucid characteristics for
hospital autonomy are;

Separation of financing from provision of care.

Well-defined sources of financing and payment methods.

Identification of revenue and cost centers.

Development of an gppropriate accounting and management information system, including
performance indicators.

Introduction of fair staff rewards and incentives.
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Appropriate human resources development with emphass on management training and
corporate-style team building.

Reorientation of services towards customer demand.

Restructuring of hospital management and governance towards greeter autonomy, flexibility, and
accountability.

Table 1: Spectrum of Forms of Hospital Autonomy by Component

Degree® FULLY PUBLIC FULLY PRIVATE
Component
Type Fully government Government Non-profit For-profit ingtitution
corporate institution
Governance MOH Board of Board of Trustees/ | Board of Directors
trustees/Directors | Directors (from (from private sector)
from Government | local * community,
government
representatives,
non-profit or
private sector)
M anagement Government Contract or Wage contract or Private employees
employees service agreement | profit sharing
Capital financing | Full government Partial government | Lease or lending of | Sale of government
subsidy subsidy government assets | assets
Recurrent Full government Revolving funds Regul ated user Cost plus pricing
financing subsidy (indirect or | (retention of charges retained (profit) and insurance
direct) locally generated | with government
funds) subsidy and
insurance

Source: Modification of Newbrander, W. “ Policy Options for Financing Health Services in
Pakistan: Hospital Autonomy Financing Issues.” Health Financing and Sustainability Project
Technical Report, February 1993.

The experience from Singapore’ and Hong Kong stresses that there is no best way to prepare for
autonomy except to begin and adopt a research and development mentality. In Thailand, the process
should begin and adjustments made aong the way using the results of monitoring and eva uation.

Taking the Singapore and Hong Kong experience to heart, the MOPH proposes to begin the trangition
to hospita autonomy with a number of hospitals using this manud as a guide. This manud is neither
perfect nor complete and will require improvements and modifications over time.

* MOPH, “Report of aStudy Visit for Hospital Corporatization in Singapore,” 25-27 March 1998.
13



[1. DEFINITION OF AN AUTONOMOUSHOSPITAL

An autonomous hospital (AH) isan ingtitution:

Condtituted under the Public Organization Act (POA) and accountable to the community; ajuridica
entity, capable of suing and being sued, and with authority to enter into contractua relationships, and
operating under State supervision.

Provides Comprehensve hedth services with primary focus on curative care provison, but including
aso preventive and promotive hedlth services financed by the State.

With physca assets purchased by Government funds owned by the Ministry of Public Hedth
(MOPH), Government of Thailand but whose operation is not under the direct day-to-day control
of the MOPH as defined in the Public Organization Act.

Whose full-time, part-time, and casud Saff are dther: @ autonomous hospital employees; b) civil
sarvants on secondment to the autonomous hospitd; or ¢) full civil servants during the trangtiond
phase.

Responsible to the MOPH for adhering to the gppropriate functions defined for autonomous public
hospitals as part of a coherent Tha health services system and meeting basic minimum standards for
its technicd and adminigrative functions.

Operating under a generd memorandum of adminidtrative agreement defining the operationd
relationship between the MOPH and the autonomous hospitd.

Financed through a system of vertica block grants and/or transfers from the MOPH and localy
generated revenue (in that order of importance), with clear and trangparent lines of authority both
within the hospital and between the higher leves of the hedlth sysem including the province and the
MOPH.

Able to retain surpluses within limits st by the MOPH and fully responsble for dl hospitd
resources and openly and transparently accounting for al resources regardiess of source.

Governed by a Governing Committee (GC) and run by a Chief Executive Officer (CEO).

It isuseful dso to be explicit about what hospital autonomy will not be expected to accomplish.
Autonomous hospital will not be:

Expected to be away of the Government abdicating its responsility for financing health care for
the Tha people. The government will continue to fulfill its commitment to better hedth of the
population; however, by not operating hospitals directly it becomes better able to promote
efficiency in meeting the stated government goas and objectives.

Allowed to operate with a for profit motive. An autonomous hospital’ s prime function will be to
carry out policies and priorities set by the government.

Tightly controlled concerning the types of services and population the autonomous will serve as
long as it meets the priority goas and targets st forth by the Government. However the
government will aso try to ensure that there will not be unregulated growth taking into
condderation the overdl picture of the Tha hedlth care system.
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A means of downsizing public hospitals. The Size of the hospitas will remain or even expand as
much as the hospitals can show that there is a need for their services and that there is financing
available from whatever source. This is no guarantee that inefficient workers in public hospitals
will remain working if productivity islow.

Expected to solve the problems of underpaid personnd in the public sector. It is believed that
once autonomous hospitals achieve an efficient levd of management, hedth personnd will gain
individudly from this improvement. Close monitoring of changes will be required to assure that
autonomous hospitas will not become sdlf-perpetuating income-generating machnes for the sole
benefit of health personnd.

[11. MISSION OF AN AUTONOMOUSHOSPITAL

The Board of Directors of each individua autonomous hospital may wish to develop its own misson
datement. In generd terms, though, the misson of an autonomous hospita isto provide comprehensive
care sarvices, of high quality and rdevant to community needs, in the mogt efficient manner possible
within available resources.

V. OWNERSHIP

The Autonomous Hospitals will be created under the Public Organization Act, B.E. 2542 through a
Royd Decree, and owned by the Royd Tha Government. This means that the ownership over dl

asts, including land, rests with the State. Exiging plots of land at the time of transformation into public

hospitdl status will be registered under the name of Treasury Department, MOF. Acquidition of new

land, | fit occurs after transformation, can be registered under the name of each individua hospital which
at the time will be alegdly recognized entity. Autonomous hospitals will be alowed to make use of dl

these assets, land and equipment to fulfill their mandate under the Act.

V. GOVERNANCE

An autonomous hospital must have its own Governing Committee to oversee the operations of the
hospita and be accountable to the congtituency its serves.

A. VISION OF ROLE AND FUNCTION OF THE GOVERNING COMMITTEE (GC)®

Effective leadership is exercised to define a srategic plan which is conggtent with the hospitd’s misson
and vison, and which fulfills its vison by providing the framework to accomplish the gods of the
grategic plan (The Joint Commission on Accreditation of Hedthcare Organizations: 1993). Governing
Committees (GCs) will be respongble for this leadership, identifying the hospitd’ s vison and overseeing
the operations of the facility.

® Thisvision of the roles and functions of Governing Committees relies heavily on the writings of John Carver as
outlined in his book Boards that Make a Difference: A New Design for Leadership in Nonprofit and Public
Organizations (Jossey-Bass Publishers, 1997).
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1. The governance mandate

The Governing Committee, having full corporate accountability, will function as a governing board and
will be accountable to the State as well as the community. Its tota authority is matched by its totd
accountability for al autonomous hospita activities, the hospitd’s organizationd activity and its
accomplishments. The GC must have control over the complexity of the hospital and details of
operations, but be free from these complexities as they perform their functions.

The key roles of governance are to define purpose, clarify vison, and develop strategies and directions.
The Governing Committee discharges the governance responsbility by setting policies for the
organization to pursue and ensures that hospita executives are doing the right things right and that the
organization, through the CEQO, performs according to the stated purposes. Management’s role is to
support the Governing Committee in developing corporate directions and policies. It is responsible for
executing the Governing Committee’s strategies and the organization's day-to-day operations within
designated authority limits.

Autonomous hospitas, having been set up bascdly for charitable purposes, will have no stock
ownership and will be established under the Public Organization Act. Hospitals in this category may
accumulate surpluses—but not profits—and will have no ability to digtribute surpluses to holders of
equity, snce there will be no shareholders.

Governing Committees, equivalent to Boards of Directors as defined by the Public Organization Act,
will be bound by certain legd requirements. Governing Committees will have regulated taxing authority
in that they can st fees for service, but will only derive part of the necessary revenue for the hospita
from this source.

Autonomous hospitas will provide services, under GC guidance, to their communities irrespective of
ability to pay. To offset any deficits, Government will subsidize these hospitals through block grants. For
many patients there will be no consumer assessment of the hospitd’s service based on service price,
snce services will frequently be provided on a free or subsdized basis. Market forces will only partidly
impact the autonomous hospital’ s function, service pricing, and financia management. In other words,
there will be no true market test of the worth of autonomous hospital services, so “success’ or “falure’
will not be possible to determine on a truly financid bass. In the absence of this market test, the
Governing Committee must perform the vauation function by defining “success’ in non-financid terms.
The GC will have to assess, with input from the community and staff, whether services are of vaue, not
just whether they have been delivered efficiently or not. The GC must see that the autonomous hospita
achieves its mandate within the guiddines st by the MOPH.

2. Past flaws

Many government hospital executives have stated that advisory committees rarely function effectively—
that boards'committees can easly be manipulated by professond saff. These committees normally
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operate on a reactive bass, work with a short-term time horizon, and are frequently involved in
management details. Often, these committees address issues of the padt, rather than challenges of the
future, re-vist work of senior management, work directly with staff other than the CEO, and operate
with an unclear mandate and diffuse authority. Thisis not how Governing Committees should function.

3. What the Governing CommitteeisNOT

There are many precriptive roles that Governing Committees (GC) may take. Although none of the
roles are totaly ingppropriate, they should not be the tota focus of GCs; however, a one time or other
they are dl reasonable.

GC as watchdog. The GC is not to watch over gaff and should not be an advocate for staff or
management.

GC as cheer leader. The GC'srole is not to cheer on staff and management to bigger and better
performance.

GC as manager. The GC is not to function as an adjunct to the CEO.

GC astactical planner. The GC is not atactica planning group, looking at short-term objectives
and addressing short-term problems. The GC roleis not to develop plans.

GC as communicator. The GC is not respongible for improved communications within the hospita.
It isnot a“gpokesman” for the hospita or the CEO.

GC as rubber stamp. The GC is not just to rubber stlamp proposas coming from the CEO or
senior management.

4. What the Governing Committee | S

Governing Committees should be less involved in day-to-day management and workings of autonomous
hospitas. They are not auxiliary staff members. Their job is to sdlect the best CEO and then leave
management to him/her.

The GC is accountable to its mgor stakeholders: the State and the community. Practicdly this means
that the GC reports to the MOPH who may in turn provide generd guiddines, policies, and procedures,
aswdl asto the Provindgd Hedth Authority that finances the hospital through block grants. Members of
the GC are not “volunteers’ and are not managers, but, as Carver writes (1997), a Governing
Committee should have the following features.

Function as advocate of a vision. The GC must be the creator and advocate of a vison of the
autonomous hospitdl and its role of servant to the community.

Be the guardian of fundamental values. The GC is the guardian of the vaues of the organization.
It should not address day-to-day hospital functions, but focus on why the organization exists.
Maintain external focus. The GC should not focus just on the hospital, but on forces that influence
the hospitd and the hospitd’ srole in the hedth system.

Address large issues. The GC should not get bogged down in smal issues, but focus on large ones.
Look forward and be proactive. The GC should force the entire hospital to look forward to its
future role and functioning in a changing hedth system. It should make sure that management doesn’t
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get log in higoricd details. Forward thinking should dlow for proactively addressing problems
before they begin to affect the hospita's performance.

Encourage diversity of input but speak with one voice. GC composition must foster diversity of
ideas, but ultimately speak with one voice.

Balance over-control and under-control. GCs must be able to set an appropriate baance
between being too controlling and not contralling enough over the functions of the hospitd.

Make efficient use of time. GCs will be made up of important and busy people. The time they
have to devote to hospitd business will be severdly limited. The GC together with hospitd
management must be able to sort out what is truly important from wheat isn't. Board time should not
be wasted.

Encourage policy-based leadership. GCs should focus their time and energy on developing
policies that force the hospitd to think big, and reducing the tendency to address smal issues. GCs,
in providing drategic leadership, should develop and/or clarify policies and expect the hospita to
implement them.

Focus on results. The GC should redlize that the only reason for hospita existence is to produce
good results for the community. Results in this instance related to better health outcome. It is not
adequate for the GC to focus on the processes of service delivery if those processes do not lead to
outcomes.

5. GC-CEO relationship and Executive Limitations

The GC's job is to hire and fire a CEO and let him/her manage the inditution under the policies and
guiddines st by the GC within limits imposed by the Public Organization Act, the Roya Decree
edtablishing the autonomous hospital, and MOPH guidelines.

The GC is the “boss’ of the CEO, but since it is not involved in day-to-day operations, it should
develop a policy of “executive limitations.” Need for such a policy comes from the need for
prudence and ethics. Common executive limitations include:

Vendor relations —basics of fair treetment of hospital vendors.

Treatment of patients — minimum standards of trestment of patients including promulgation of a
“patient bill of rights” policies on exemptions and waivers, and policies for provison of subsidized
SEVices.

I ndebtedness — limits on circumstances in which the CEO can incur debt.

Asset protection — limits on unacceptable risk and treatment of fixed assets.

Financial condition — conditions of fisca jeopardy to be avoided.

Budgeting — characterigtics of what is acceptable and unacceptable in any budget.

Funded depreciation — limits on the amounts and conditions under which the CEO can spend
money from funded depreciation reserves (if any).

Spending limits — limits on the Sze of spending over a specific period of time without GC
authorizetion.

® Some institutions require that reserves be set aside for the replacement of large capital items. This limitation restricts
the CEO’ s access to these funds.
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Growth — Limits on growth of the hospitd in any given period of time regardiess of availability of
funds, indluding foundation-funded capitd investments.
Compensation and benefits — characteristics not tolerated in any wage and sdary plan, including
provison of incentives.
Private sector involvement and joint ventures — limits on the freedom of the CEO to enter into
any hospita—private sector partnership and the establishment of any hospita—private sector joint
venture,

In addition, al debt write-off must be approved or implemented by the GC.

B. GC COMPOSITION AND APPOINTMENT

The appointment and recruitment process should be stated in the Roya Decree to meet the following
objectives.

Maintenance of organizationd efficiency and qudity.
Enhancement of community participation.
Trangparent merit system based on job performance standards.

In order for the concept of autonomous hospitals to work, Governance Committee members must
understand and be committed to the work of governance. This requires sgnificant individud time
commitment and other contributions. It isimportant to make explicit the roles and respongbilities of the
gppointed members and the time burden that may be involved. In addition, a forma gppointment letter
spdling out the roles and responghilities of the chairman of the Governance Committee should be
congdered as the charman can have gSgnificant influence over the effective functioning of the
Governance Committee and can ensure an effective partnership with the CEO. To ensure effective
governance performance, it will be useful to introduce the concept of board evauatiion and re-
gppointment of members may be subject to results of such evauation.

According to the Public Organization Act and these objectives, the makeup of the GC should be have
three types of appointments.

1) Ex officio members, who are representatives of the stakeholders such as the MOPH Provincid
Chief Medicd Officer (PCMO). This group must be no greater than three people, nominated by
their respective superiors who are entrusted with the authority for nomination.

2) Community representatives, salected by a selection committee from apool of al those nominated by
the community.

3) Technica experts, chosen by a sdection committee after carrying out a thorough search from
Various sources.

The CEO will be the secretariat of the GC according to the POA. The chairperson should be a senior
person from community members or technica experts.

The firgt selection committee for the GC will be appointed by the MOPH, while subsequent selection
committees will be gppointed by the GC, with aforum for public declaration of any possible objection.
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If there is any digpute or disagreement about any member, the MOPH will be asked to make the fina
decision on the gppointment of that person to the selection committee. Names of new GC members will
be approved by the existing GC before being forwarded to the Cabinet as stipulated in the POA.

The sdection committee will determine the procedures and the number required for the nomination of
the community representetives, as well as criteria for the find sdection from among the ligt. 1t will dso
determine the criteria for the selection of the technica expert members of the GC, aswell as compiling a
short ligt before the find selection. Each individua member of the sdection committee will be asked to
fill in his’her score for each criterion for each potential member. The final decisons need not be made
according to the summation of the scores, but al the related papers will have to be kept for possble
review later when necessary. One important aspect that should be considered in selecting a GC member
is the past performance of that GC member. In this respect a sysem for board evauation and
performance as well as contribution of individua members of GC may help with regppointment.

C. CHIEF EXECUTIVE OFFICER (CEO)

The Chief Executive Officer (CEO) is the main person respongble for the operation of the autonomous
hospital. He/she will be sdected by the GC of the respective hospita and appointed by the GC. The
CEO will be fredy sdected; the choice will not necessarily be limited to the existing hospital directors
within the MOPH. Possible digibility criteria include experience in hospitd management or a related
fidd for at least five years, and a training background in business management, public administration, or
arelated field. Once sdlected, the CEO will be offered a maximum four-year contract. The CEO may
be regppointed, but not for more than two consecutive terms in the same hospitd. A CEO's
performance will be assessed by the GC according to terms in hisher contract. Contract termination
may be possible before the term ends. A new CEO will have to be sdlected if the present CEO:

dies.

resgns.

isterminated under the terms of the contract.

isfound to be unqudified and unfit for the job.

IS proven guilty of crimes and misdemeanors.

isfound to violates crucid criteria of a CEO.

On transformation of the sdlected hospitd, the current Hospital Director will automatically be gppointed
the CEO during the trandtional stage. The GC may consder gppointing himvher only for a trangtiond
period of 3-6 months during which time a full search for the new CEO may take place. A CEO will be
held accountable for the overdl performance of the hospitas as agreed upon between the government
and the hospitd, as well as those terms specified in the contract between the CEO and the GC. Any
liability from performing those functions will be the responsibility of the State. The CEO will be held
lidble according to Section 4 of the Tort Liability of Government Officer Act, B.E. 2539. However, the
CEO will dso be held ligble by the GC with regard to any other damages to the assets of the hospitals,
if gpplicable.

D. SuB-COMMITTEES
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The GC may condder setting up sub-committees to help with the function of the GC. However it should
be cautious that such sub-committees should not interfere with the excutive power of the CEO. Therole
of committees is to deliberate on policy or implementation matters and assigt the Governance
Committee in making decidons. These committees will submit policy recommendations to the
Governance Committee for setting various corporate policies on Strategic direction, service standards,
prioritization/rationdization and development, financia and human resources metters, audit, complaints
management and hospital governance. They should be formed on an exceptiona or ad-hoc bas's rather
than as standing Sub-committees. The sub-committees mechanism can aso serve the purpose of
creating more active participation of the GC member who otherwise might fed quite distant from the
hospital affairs.

E. SENIOR MANAGEMENT

The hospital management structure will be a mechanism to ensure the participatory approach deemed an
essentid management syle for efficient operations. The structure for senior management—including the
hospita director, director of medical services, director of nursng services, chief financid officer, and
head of information systems (or their equivaent)—will be established by the GC for each autonomous
hospitd. Each hospitd might consider making certain senior management posts board-gppointed
positions. Senior management has the job of trandating GC palicies into action and managing the
autonomous hospitd within the guiddines set by the MOPH. Managing in this fashion requires four
activities, suggested by The Joint Commission on Accreditation of Hedthcare Organizations (1993):

1) Planning for services. The GC edtablishes a misson statement that is reflected in long-range,
srategic, and operationd plans, resource alocation, and organizationd policies to be implemented
by management.

2) Directing services. Senior management organizes, directs, and hires staff for patient care and
support servicesin amanner that is commensurate with the scope of services offered.

3) Implementing and coordinating services. Senior Management integrates patient care and
support services throughout the organization.

4) Improving services. Senior management establishes expectations and plans, and manages processes
to measure, assess, and improve the performance of the hospital’s management, clinical and support
services.

F. HOSPITAL STRUCTURE

No attempt will be made to dictate the structure of autonomous hospitals, however, a model hospita
dructure is outlined in Figure 1 and includes the following functions that should be gpproximately the
samein dl autonomous hospitas.

Adminidration
Admissongregigtration
Ambulatory services, including outpatient (OP) care
Central services
Clinicd enginesring
Emergency
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Energy management and maintenance
Finance and accounting
Food services

Information systems
Laboratory

Laundry

Maintenance

Marketing

Materid management
Medicd gaff office
Pharmacy

Physica therapy

Flanning

Public relations

Quadlity assurance

Radiation therapy and radiology
Risk management

Socid services

Surgicdl suite
Tdecommunications
Transportation

Others as deemed necessary

Figure 1. Suggested Functional Structure of an Autonomous Hospital

Governing
Committee
CEO
I
Medical Nursing Finance & Clinical and
Services Services Admin. Other Director
Department Department Service Units
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The organization structure should:

Be asflat as possble to reduce the chain of command.

Enhance coordination and integration of work between units, epeciadly the direct services units and
other service support and development units.

Allow top management to interact and facilitete the work of the care units that carry out the main
function of the hospitd.

Beflexible to adjust to each hospitd’ s needs and management capacity.

G. RELATIONSHIPTO THE MINISTRY OF PUBLIC HEALTH

The MOPH will remain a key player in a syslem of autonomous hospitals. Under such a system, the
authority, roles, and respongibilities of the Ministry of Public Hedth are asfollows:

Developing a coherent strategy for the Tha hedth system, including definition of roles and
functions of public autonomous and private hospitals.

Monitoring implementation of autonomous hospitals to assure coherence with overdl hedlth
system design and achievement of the objectives of autonomy.

Assuring core funding for autonomous hospitas (both recurrent and capitd) in order to achieve
minimum quaity standards, promotion of equity or equality, or other purposes as determined by the
MOPH, through any combination of matching or non-matching grants, ether conditiona or
unconditiond.

Providing budget support if different from the above.

Coordinating financial subsidies and/or transfers as appropriate.

Monitoring the transition of hospitals from their Satus as government inditutions to autonomous
hospitals.

Developing a national plan for high-technology equipment and other mgjor capita items (including
buildings) and, based on this plan, issuing “Certificates of Need” for mgor capitd investments and
sgnificant public/private joint ventures

Assuring transitional funding during the period when a public hospita becomes an autonomous
hospitd.

Providing support for development activities for key systems needed for autonomous hospitas,
including accounting and financid management systems, systems for documenting clinical services,
management and hedlth information systems, and systems for personnel management.”  The services
of groups or companies with appropriated expertise should be used and avoid using mechanisms or
people who have been used to operating in a bureaucratic culture.

Conducting general monitoring activities against standards and performance indicators.
Coordinating in selecting and appointing members of the autonomous hospital GCs.

Issuing facility operating licenses and renewals as appropriate.

"Transition funding will be needed for: &) front loading of cash for new terms of employment; b) initial design work
for autonomous hospital systems, including those for accounting and financial management; c) set-up costs for
hospital systems, including the purchase of necessary equipment; d) cost of initial management training; €) payment
of existing commitments; and f) cost of improvementsto the hospital to meet good quality of care standards set by
MOPH.
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Many of these roles could be carried out by existing units or through the creation of new units in the
MOPH. It is recommended that many of these roles be carried out by a new public organization. (See
Section XIV: Trangtiona Mechanism)

H. PUBLIC ACCOUNTABILITY OF AN AUTONOMOUSHOSPITAL

According to the provisons of the Public Organization Act, members of the Governing Committee shdl
not directly or indirectly have any business interests with the hospital. He/she dso may not be a party to
any contract with the autonomous hospita, nor undertake any transactions competing with those of the
autonomous hospital.

The transparent, merit-based system of GC appointment should be stated in the Roya Decree as
suggested in Section 111.B. The GC dso conssts of a certain number of community representatives.

The GC should report to the Minister of Public Hedlth and make public information on the following
topics.

Mission, aim, objectives, and service plan of the hospita.

Policy statements on patients rights, quaity of service, and equity of medical treatment (which
should be guaranteed to dl patients).

Policy statements on fegrate setting of hospitd services, eg., medicaly necessary treatment shall
not be withheld from any patient because of hisgher socid or economic status.

The annud certified financid report of the hospitd.

The hospital performance and the forma hospital performance evauation.

In addition, the GC should:

Lead the hospital toward more cooperation and more participation with the communities.

Set up mechanisms to monitor and evduate satisfaction and complaints from the patients and
community.

Foster hospital cooperation with other government or private hospitas to render good and
appropriate service to people in that community.

Promote a sense of belonging to and support from the community it serves.

VI. HUMAN RESOURCES MANAGEMENT

A. GENERAL GUIDELINES

Human resources management will be the most important aspect of establishing autonomous hospitals.
Thefird issue is the trangtion of gaff from their historica civil service postions to new datus as hospitd
employees. The second issue is the determination of benefits and levels of performance-based
remuneretion.
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The MOPH and the unit responsible for hospita autonomy transtion functions should consult the Civil
Service Commission and Bureaucratic Reform Committee to set up the broad parameters related to
personnel matters in autonomous hospitas. The guiddines should include set terms and conditions of
employment for al categories of gaff; in addition, the guiddines should be clear enough to enable staff
to decide whether or not to accept hospital employment, secondment, or no change in status (i.e. remain
ascvil servants).

B. AUTONOMOUSHOSPITAL STAFF SYSTEM
1. Termsof Employment

Autonomous hospitd staff should be employed under full-time, part-time, or temporary contract terms
that conform to hospital personnel policies. Each contract should be set up prospectively to “roll over”
a gppropriate intervasin order to secure individud staff status aswel as hospita manpower.

2. Power to hireandfire

The power to hire and fire autonomous hospitd staff should be exercised at the hospitd levd. The
CEO will be sdlected and hired by the GC using performance agreements and/or service contracts as
the basis for future assessments and contracting. Other staff will be hired by the CEO through individud
or group contracts that may not require frequent annua re-negotiations, but through a system of rolling
contracts. (See next Section C) For certain senior management pagts, the GC may prefer that some be
“board appointed” but the selection of management posts could be left with the CEO. This might ensure
continuity of senior management postions.

3. Staff appointment and promotion

Promotions should be dedt with a two levels. The CEO and senior management positions should be
filled by open recruitment. Persons hired for these positions should be autonomous hospital employees®
and not civil servants. The GC should approve the gppointment and promotion of the hospita CEO.
Appointment and promotion of al other hospital staff should be delegated to each hospitd’s CEO.

Promotion is amatter of utmost concern to staff, and so it is essentid that promotions in al autonomous
hospitds be dedlt with equitably between the different categories of staff. To comply with the principle
of equity and fairness, dl gaff in an autonomous hospitd, regardless of their terms of service, should
have equa opportunities for promotion.

Promotion exercises should normdly be initiated and carried out by the hospitals in which the vacancies
exis. Such exercises could, however, be conducted centrally or by groups of hospitds if individua
hospitds so request. The new arrangements should be implemented in the pilot hospitals as soon as the
new management system has been introduced, and should evolve gradudly in the light of experience.

® |t is recognized that initially senior management positions will be filled with existing hospital employeesin transition
status. At alater date open recruitment will occur.
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In order to maintain fairness and condgstent standards, it is proposed that a set of detailed rules on
appointment and promotion procedures be drawn up. Promotion boards should also be appointed for
the sdlection of suitable candidates where the vacancies are open to staff outside the particular hospitd,
and wherever appropriate GC representatives and outside experts should be appointed to st on the
boards for some senior posts. Selection of officers for promotion should be on the basis of relative
merits rather than seniority. A channel of gpped to the GC should be established to enable staff to voice
their views and grievances on gppointment and promotion meatters.

Acting appointments for adminigtrative convenience should be made to the extent practicaly possble
within the hospital where the vacancies occur. Terms of an acting period should not exceed 2-3 months
maximum.

C. STAFFEVALUATION AND PERFORMANCE APPRAISAL

The mgjor objectives of staff evauation and performance appraisa areto:

1) Create aworking environment (context) in which staff are have sufficient motivation to perform well
consgently.

2) Foder the spirit of teamwork among staff.

3) Judify the rewards (e.g., sdary and dlowance) given to individuds, thereby digtinguishing between
high and low performance.

4) Judtify the renewd or modification of a contract.

Performance-based operations are a key feature to differentiate autonomous hospitas from the current
hospital system. To ensure that this feature will be wel in place, daff evduatiion and performance
gopraisad (SEPA) has to be part of the organizationd culture or context. This context will promote
awareness among the staff to perform well on aregular basis. Since the overdl outputs of a hospital are
the sum of individua contributions, SEPA has to foster the spirit of teamwork. These two objectives will
be met if and only if SEPA is linked to staff compensation; otherwise, no one will pay attention to it.
Staff must redize that the degree of compensation depends on the overal achievement of the hospital.
Finally, SEPA should be linked to job security, in that better performance means a more secure job. In
practice, this principle will be achieved by tying SEPA to contract renewd for each individud saff
member.

The Hedth System Research Indtitute, an autonomous agency under the MOPH, has had an interesting

experience using a so-caled “rolling contract” to address this find point. This means each staff person

will be evduated annudly by a peer group on hisher performance. The results will then be used to

renew the term of contract either for one, three, or five years. In this manner, the term of contract could

differ from year to year depending on the level of performance.

Apart from the mgjor objectives, the following objectives could be included later in the SEPA system:
To dign hospitd and individua objectives.
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To provide coaching to solve performance problems.

To develop staff in their current jobs.

To provide alink to the career development and succession planning system.
To evduaetraning.

To identify training needs.

To develop gaff for future pogtions.

Steff a dl levdls—from the CEO down to operationa staff—have to be subjected to annuad eva uation.
A systlemdtic approach to the evauation encompasses the following issues. domains, criteria, and
methods of evaluation.

For specific groups of staff, expected outputs with respect to mgor responsibilities or assgnments
should condtitute the domain of evauation. For instance, number of operations performed in one
month directly reflects the outputs of a surgeon. Number of outpatients seen in a month could be
used as an output measure for a generd practitioner or an internist. Outputs should aso be viewed
quditatively using peer rating and/or outcome related measures such as case-fatdity rate, patient
satisfaction, complicetion rate, etc. Describing good performance with words is not only feasible
but, in many cases, makes more sense than usng numericd measures. For example, patient
communication could be described as follows. “The way that Mrs. Tippawon talked to patients
about ther illnesses was s0 humane, gentle, and comprehensible that most of them clearly
understood the nature of ther illnesses and complied very well with the trestment regimens” In
addition to output dimension, activities could be used to gppraise saff performance, especidly
when measurement of outputs is not Straightforward. Examples are participation in academic
activities or group mestings. In this case, number of training courses attended or meetings held are
examples of activity measures.

Criteria are needed to help judge whether performance meets certain standards or the

expectations of the hospita. There are different ways of looking at standards. One is perfection;

that is, no errors will be alowed for any output of work. Some kinds of work demand perfection,

including brain surgery, hazardous materia handling, security, etc. But with “zero errors’ as a
gandard there is no way to “exceed expectaions” As a result there is no way to distinguish the

good performers from the outstanding performers. So in practice, the perfection standard should be
applied only if absolutely required. For general work demands, a predetermined target should be
used as a standard. This kind of standard could be modified over time as the requirements or

expectations of a hospital are changed.

Once the domains and criteria are set up, one needs to figure out methods for SEPA. These
include data collection, data analys's, and assgnment of responsible persons for the activities. The
design for data collection should be amed a verifiability rather than measurability, because some
numbers are meaningless and sometimes the most meaningful aspects of the work can only be
described. Next, one needs to check to ensure that data will be worth more than the time needed to
collect it (practicality), and thet there is at least a 75 percent chance of reaching the standard (“do
ability”). Decisons on the level of performance of individud staff members should be made by peer
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reviewers who are supervisors (heads of the departments), a representative of the staff whose
performance will be appraised, and other saff in the same department.

Given the fact that hospita services encompass a wide variety of products (outputs) and that
performance improvement is an endless process, a participatory approach should be employed to select
domains, to st up criteria, and to establish methods for performance gppraisal. This means that al
stakeholders should be alowed to share their ideas. Experiences and expert opinions contend that staff
involvement in SEPA will result in gaff acceptance of the system and minimize its cost. Having dtaff
collect the data not only saves supervisors time, but also avoids criticism from the staff on the accuracy
of the data Having an individud gaff member nominate a representative to St in the peer group
reviewing higher performance will minimize the feding that the CEO or management team has been
given too much authority in the process.

Irrespective of the system to be introduced, it will be necessary to establish an effective channe for
deding with individua grievances relating to performance appraisa. There should be a daff relation
function a the hospita management level to address this.

Under hospita autonomy, CEO performance will be one of the most crucia attributes to a particular
hospitd’s achievement. Thus an in-depth discusson of evauaion and appraisd of the CEO's
performance will be offered here. First, we will examine the expectations for the CEO during the
trangtional phase. During this phase the CEO should devote hisher efforts to setting up new work
systems for the hospitd. Theseinclude:

In collaboration with the MOPH and through services of relevant technicd teams/organization,
working out sysems for accounting, personnd management and training, financid management,
hospital/management information system (HMIS), dlocating budget to hospital, and monitoring and
evauaion from the first month forward.

Supporting the GC in formulating vision, misson and drategics for the hospita,

Formulating , budgetary, and operationa plans inaccordance with the vison, misson and srategies
for GC approva by the fourth month.

Building a hospital management team by the first month.

With the gpprova of the GC, working out rules and regulaions for interna management by the ninth
month.

Collaborating with the CSC and the MOPH in trandformation of personnel status by the fourth
month.

Communicetion to hospital personnel and the community to get support for hospita autonomy
during thefird year.

Working with the GC in laying down organizationd structure.

Reporting annudly to the GC on hospita performance.

During the full implementation phase of hospital autonomy, the expectations for a hospita CEO might be
asfollows

Overdl achievement leve of the hospital according to annual operationa and budgetary plan.
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Annually updating mission, strategic, budgetary and operationd plans for GC gpprovd.
Implementing, monitoring, and further developing the work systems.

In collaboration with the GC, updating rules and regulations for interna management.
Directing the hospital team towards the gods of the hospitd.

The following table depicts domains, criteria, methods, and responsible persons to evauate and
appraise performance of the CEO during the trangtional and full implementation phases, respectively.

Table 2: CEO Performance Appraisal Guidelines

DOMAINS CRITERIA M ETHODS RESPONSIBLE
PERSONS
Transitional phase
- Work system Within the timeframe, Opinion survey of gaff GC & SODA
development presence of: and SODA on the CEO
- Fanning CEO commitment to the commitment
. Management team development of work GC gpprovd of the plans
building sysems GC rating of the team
. Trandformation of Clear, sensble Strategic, Cabinet resolution on
personnel budgetary and operational personnel status
. Laying down plans Peer review of
organizationa Capable management organizetiond dructure
sructure team Opinion survey of gaff
. Mobilization of Personnel with new gtatus and community members
support from gtaff Flat organizationd
and community Structure conducive to
efficient operation
- At least 60% of gtaff and
community members are
supportive of hospital
autonomy
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DOMAINS CRITERIA M ETHODS RESPONSIBLE
PERSONS
Full
implementation
phase
. Ovedl % achievement according | - Annud report review GC
achievement of the to predetermined targets GC gpprova of the plans
hospital Presence of sensbleand Management and staff
. Flanning clear drategic, budgetary, assessment of the work
. Work systems and operationd plans systems, rules, and
development Presence of new/modified regulations
. Updating rules and work systems suitable to Survey of management’s
regulaions hospitd’ s needs and gaff’ s understanding
. Directing the team Presence of new rules and awareness of the
and/or regulations suitable goas and directions
to hospitd’ s needs
% hospital management
and gaff who clearly
understand and are aware
of the gods and directions

1. Posting and transfers

As a generd principle, intra and inter-hospita personnd trandfers should be effected as much as
possble through the staff person’s own initigtive and with the mutud agreement of the hospitas
concerned. All dtaff, irrespective of ther terms of employment, should be equdly free to apply for
transfer and to work in any autonomous hospital or other government organization. Transfer back to
civil service status mugt abide by the civil service regulations and the Public Organization Act.

Pogtings and transfers for career development purposes should normaly be initiated by management
after identifying the needs of staff, but should be up to the individuals concerned whether to accept such
career pogtings. Staff should dso be able to initiate requests for transfers to meet their own career
devel opment needs, or for persona reasons such as change of residence address.

Subject to the avallability of vacancies and service needs, staff should be free to apply for transfer to
another unit within the same hospitd. Transfers should be dedlt with by the hospital CEO in consultation
with the unit heads concerned.

2. Application of Discipline Policies

The disciplinary process set up by the GC should be gpplied equaly to hospitd employees and the
seconded gtaff. While in the trangtiona period there might aso be the purdy civil servant gaff. Such a
complicated Stuation—namely, that staff working sde-by-sde will be subject to different disciplinary
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codes—may well cause problems in management and supervison. Given the circumstances, it is
proposed that a new disciplinary code should be devised. The GC, together with the MOPH, should
look into this concern and minimize the differences between policies.

Staff on civil service terms should be required to observe the day-to-day administrative procedures,
rules, and regulations established by the GC, as well as the provisons of the civil service regulations.
For operationd efficiency and subject to the legd implications being clarified, it is proposed that the
Government should ddegate the informd disciplinary sysem of verbd and written warnings to the
hospital CEO. However, formd disciplinary proceedings againg staff on civil service terms would
continue to be indtituted and punishments awarded by Governmernt.

In view of the high degree of autonomy vested in autonomous hospitals, it is considered necessary to lay
down clear guiddinesto ensure that disciplinary cases are handled fairly and consigtently. However, it is
important that there be a channel of gpped to the GC of the hospital. Staff on civil service terms should
continue to have a right to gpped to the Government. The principle that an officer should not be
punished twice for the same offense should be followed.

For gtaff management reasons, the CEO should be able to terminate seconded staff on civil service
terms.

3. Training and career development opportunities

The basic principle for the provison of training within the autonomous hospital should be that dl Saff,
irrespective of their terms of service, should have equa opportunities to benefit from training provided
by the hospitd. The unit respongble for trangtion functions should be responsble for organizing
centrdized training courses, formulating traning and human resource development drategies,
deployment of resources, and monitoring standards and evauating achievements. The hospita’s CEO
should have authority to provide both specialized and management training designed to address the
needs a the hospita level. Centrd committees should be set up to coordinate the various types of
traning.

A dgnificant incresse in resources will be required to meet the increased training demands of
autonomous hospitas. Training needs arising from the trangtion from government to autonomous satus
will be sgnificant, and access to training facilities of the MOPH and the Government may be curtailed.
For this reason, the hospital and MOPH should negotiate early on an adequate training budget and
develop ajoint training plan.

The sdlection of staff to atend training courses, both loca and overseas, should be based on service
need, aptitude, interest, performance and the potentid for development. Selection should be made with
regard for an individua’ s experience and the relevance of training to hisher functions in the hospita. All
gaff, regardless of their employment status, should be considered on an equal footing.

An assessment of training activities in four private hospitds was undertaken under the Hedth
Management and Financing Study Project. Objectives of the sudy were to: 1) obtain the opinion of the
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hospital CEOs regarding likely training needs of autonomous public hospitd management; and 2)
formulate guidelines for the training of hospital management staff (Paibul and Sutham, October 1998).

The sKills required for autonomous hospital management are summarized in Table 3, which follows:

Table 3: Skills Required for Management of an Autonomous Hospital

Coretopics Hospital Middle Operational Operational
Director management back office front office
staff staff
Planning, vision Problem solving | Comprehension

formulation

Personnel management | Comprehension Problem solving

Financial management Comprehension Comprehension Problem solving

Perfor mance audit Comprehension Problem solving | Problem solving | Comprehension
Contract formulation Comprehension Comprehension Problem solving | Comprehension
HMIS Comprehension Comprehension Problem solving | Comprehension

Communication skills, Problem solving | Problem solving | Comprehension | Problem solving
conflict resolution

Health system, public Comprehension Comprehension Comprehension | Comprehension
health concepts, health

services system

Marketing Comprehension Comprehension Comprehension | Comprehension
Decision making Problem solving | Problem solving | Comprehension | Comprehension
Ser vice concept Comprehension Comprehension Comprehension | Comprehension
Special topics for Comprehension Problem solving Problem solving

hospital management,
e.g., pharmacy, infection
control, nursing

With regards to training:

A specific department under the MOPH (or any future body taking care of hospita autonomy)
should be set up to oversee the process of organizing training for al levels of hospitd personnd.
This would include the development of training curricula specificaly for hospitd adminigtration and
managemernt.

During the early days of implementing hospital autonomy, aformd training program should be set up
for top executives and middle managers. At the very least, the program should address the topics
shown above. In addition to the two levels of managers, back office staff dedling with accounting
and financid management should be retrained in contemporary business accounting and financid
management tools such as cost accounting, accrual-based accounting, and cash flow andysis.

In the long run, a process smilar to that used by Hong Kong's Hospitd Authority to systematically
organize training activities for hospitd staff at al levels should be adopted, supported by a strong policy
and financia backing.

32



4. Remuneration

The payment and benefits for hospita staff will be classified into three categories.

1) Contracted wage or salary.
2) Overtime or professona extrawork.
3) Fringe benefits.

The key concept of an autonomous hospitd is its authority to set its own remuneration system within the
nationa framework.

The framework should alow the hospitd to adjust its payments according to the loca need or shortage
of professond saff, as well as hospitd financia atus.

The GC should set up asystem that amsto:
Increase quality of service and productivity.
Maintain the qudified professond gaff within the system.
Ensure the implementation of a performance-based merit compensation system.

5. Salaries and wages

Since a performance-based gpproach is going to be the pillar of hospitd finance, individud taff
payments will consequently follow the same principle. This means the amount of saff remuneration,
gther in sdary or wage, will depend upon tota income of the hospita. Ancther principle worth
congdering is the use of financid incentives as a tool to retain and recruit cagpable and high performing
gaff. In this regard, market value of each type of staff should be taken into account.

Based on the aforementioned principles, different payment methods are suggested for different types of
daff as follows. Physicians will be paid on basic sdary and wage, adjusted for workload and quality of
work. The basic sdary should cover average or minima workload for specific specidties. The wage
portion should reflect any extra contribution from each individua, as compared to the average or the
minimum. In order to discourage overwork, which will jeopardize the quality of care, an upper limit
should be sat. Managers will be paid primarily on sdlary plus some incentives, which will be in terms of
percentage of total hospitd surplus. Smilarly, other professiona staff and support taff will be paid in
the same manner as the managers, but with a different percentage of incentives.

To be more specific on the payment methods, the salary scale may be structured as follows:

1) The gaff will be classfied into 3 groups. @ CEO and manager, b) Professond, and ¢) Support.
Staff in each group will be sub-classfied into severad bands. Definitions of each band should be
generdized enough to refer to the Civil Service System and other hospitals,

2) Ineach band, the GC can flexibly set the range of pay taking into consideration the civil servant pay
scae and the market rate for each professond and category. The following table is an example of
schematic representation of such a payment scale.
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Table 4. Schematic representation of a flexible pay scale

Magor Subcategory Band | Range
category
Management | CEO 12
Manager Senior 11
Middle | 10
Professional | Senior 9
8
Middle 7
6
Junior 5
4
Support Silled 3
workers
Semi-skilled 2
Labor 1 |

Transforming civil service gaff to hospitd employees must be based on new initid sdary payments that
are dtractive enough to encourage qudified gtaff to shift over. The transfer of individud saff should
follow the process of:

1) Collective decisions of the CEO and senior managers.
2) Rtting him/her into specific category and band starting with the minimum value.
3) Additiond adjusment from the minimum should be based on:

a) experience (equivaent years of working in the assigned job).

b) past performance.

c) termsof reference of the contract.

The detalls of the transformation procedure must be set up by the GC with assstance from the MOPH.



6. Fringe Benefits

Fringe benefits will be a mechanism to:

1) Enssure socid and staff security (pension, medical benefits, death, disability).
2) Increase dlowance or decrease expense.
3) Enhance gtaff and system productivity.

Fringe benefits will be both in kind and in cash. In kind benefits must be cdculated in cash and
integrated into the overal fringe benefits for each taff person. The MOPH has the responghility and
authority to provide fringe benefits according to the Public Organization Act, with its own budget. The
autonomous hospital may organize the fringe benefit system itsdf or may contract this task out. We
suggest setting up a contribution system or co-payment from the beneficiary for the appropriate fringe
benefits.

The medica benefits and the roya decoration system should be negotiated to tie with the civil service
system. The hospital—while setting the essentid benefits (deeth, disabilities, Sck leave, insurance)—
may leave room for individua personnd to sdect “cafeteria items’ of benefits such as house rent,
children’s education, transportation, training, uniform, etc. up to their alowance limit. The total amount
of “cafeteriafringe benefits’ for an individua staff person should be based on higher performance.

D. FORMATION MECHANISMS

1. Personnel-transformation strategy

During transformation the hospita should cregte its organization structure or revise the current structure.
Fitting the personne into new system should follow these steps.

1) Fill in as many of the senior management and key staff pogitions as possible.

2) This core group will set a mechanism to select and gppoint civil servants intended to apply for a
pogtion (as employee) in the autonomous hospitd by negotiating with hinvher on terms of
reference and compensation. Quadlified civil servants who intend to be seconded into the
autonomous hospita will be the next priority group.

3) After filling in those gpplicants in 2), if there are dill vacant pogitions, the remaining civil servants
in that hospitd will be filled into those podtions where appropriate. Yet, the degree of
respongbility under the new position should be not |ess than the previous one.

4) Recruitment of brand-new hospitd employee from outsde and secondment from other public
hospital should be considered cautioudy in order to avoid over-gtaffing.
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1)

2)

3)

2. Problemsarising from a mixed staff

Situation and Proposed Solutions

However atractive an autonomous hospital’ s new package of payment and benefits may be, some
of the staff of the Hospita, for various reasons, will not wish to take up the new terms, and these
saff will be permitted to remain in their present terms of service as civil servants. Because of this,
the hospital will inevitably face a mixed saff Stuation comprising the following three categories of
SF 1

a) Staff on hospitd terms.
b) Staff on secondment from civil service.
c) Staff retaining their present status as members of the civil service.

This mixed gaff dtuation could in theory continue for many years. It is advissble to make this
Stuation as short as possible, preferably not exceeding 4 years after which dl gaff should be
classified as above.

The hospita should recognize that one fundamenta problem will be the disparity among the three
sets of terms and conditions of service (i.e, for staff on civil service terms, seconded staff, or as full
autonomous hospita employees), and the fear of staff that they may be discriminated againgt. The
ultimate solution to this problem will be to encourage staff to opt for the new terms and to secure as
smooth a path as posshble for them to transfer to these new terms. However, some staff will
inevitably choose to remain on thelr exigting terms; in these circumstances, it is consdered that the
principle of equity of trestment should be adopted, irrepective of the terms of employment of
individua staff members

In terms of sdary increases, promotions and employmentduration for group C, the CEO will haveto
make agreement with the respective supervisors and bosses so that the CEO will have the same
manpower management decision making power in deciding on these related issues. The CEO can
also decide to send those in group C back to ther origind civil service units whenever the CEO
wishes, in which case they will have to return to the jobs in the civil services.

To reassure the staff that this principle of equity will actualy be put into practice, detalled guideines
and arrangements should be proposed in al the mgjor areas by the hospita’ s GC.

The concept of equdity of treatment may have some unsolved difficulties in the following aress.

a) Controlling and commanding civil servants by CEO.

b) Rewards and punishment for civil servants by the management team may be limited as they are
under the CSC regulation.

c) Civil servants may have difficulties adapting to work in anew corporate culture environment.
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3. Staff Consultative Mechanisms/Systems

It is very likdy that various problems will arise in a mixed gaffing environment, particularly in the early
years of reform. As aresult, it is important that consultative mechanisms/systems be provided not only
for aff of the hospita, but dso for seconded staff. To tackle this, the hospital with the MOPH and Civil
Searvice Commission should establish a mechanism for joint consultation on staffing issues.

At the hogpital level, a Personne Committee should be formed. On the management side, it should be
composed of representives from GC, the CEO, and key senior officers from the hospita. On the
employee Sde, dected representatives of various grades, irrespective of terms of employment, should
aso be on the committee. Matters to be discussed should include, but not be limited to, personnd and
management issues that impact dl hospitd staff including proposals to improve qudity and efficiency of
sarvice, personnd policies and procedures, conditions of employment, performance criteria, working
environment, quarters, uniforms, leave arrangements, and so on. It is expected that once the new
management and personnd systems are in place dmogt dl personnd issues will be within the hospital’s
jurigdiction to resolve. Establishment of this interim consultative system is in line with the principle that
autonomous hospitas should be given wide latitude to address personnd issues. The activities must be
reported to the GC for information purposes.

This interim Personne Committee will be an advocate for staff to the GC on any personnd issues that
may arise, and encourage the GC to set up personnd policies and regulations for the hospita.

E. PROFESSIONAL CODE OF PRACTICE

The autonomous hospita system needs its own staff to contribute dl of their efforts to the system. It dso
needs professonals to work in an appropriate environment to drive their potential. The GC should set
up the code of practice and detailed rules for professionasin these aress.

Regarding private practice, idedly, hospitd staff should be motivated not to do private practice ether
indde or outsde the hospital. In practice, this principle might not be gpplicable in the short term.
Consequently, a compromise has to be worked out in particular hospitals.

VII.FINANCE AND FINANCIAL MANAGEMENT

A. GENERAL PRINCIPLES

Nether the MOPH nor the Budget Bureau abdicates responsibility for providing core financing for
autonomous hospitas. Core funding (to be defined later) will continue to be provided to autonomous
hospitals from Government sources working under the principle that the Government should dlow as
much flexibility and independence as possble in the use of those resources. Core funding initidly may be
gregter than higtoricdl levels,

The Government will continue to own the exiding physca sructure of the facilities a the time of
trandtion to autonomous datus. Future capitd investments, financed by any sources, will dso be
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Government owned. Any future capital investment will require issuance of a Certificate of Need from
the MOPH.

The Government will trandfer dl of the exigting hospital properties to autonomous hospitals, including
those under congtruction a the time of transformation into autonomous hospitals. Government should
continue to provide budgetary supports for the unfinished projects to dlow the hospital to complete
congtruction and start the services as planned.

The current liabilities of exising hospitas will aso be trandferred to the autonomous hospitals on
negotiation.

B. REVENUE

Sources of income for autonomous hospitas will be in saverd categories.

1 Government budget as a block grant based on performance, possbly not including capita
investments during the early phase of trangtion.

User charges

Insurance payments

Earmarked funds.

Donations and hospita foundation.

Others, eg., intellectual property, property rentals.

o Uk wN

1. Government budget and capital formation

Future needs for capita budget will be requested on a biennid basis. This will have to be accompained
by “Certificate of Need” to be issued by the MOPH based on the national master plan (See Section 111
G, Section V J, and X1V E). Budgets received for subsequent years will be based on the previous
year’s budget adjusted by inflation. Thiswill continue up to the maximum of 5 years after which budgets
will be based on tangible outputs and unitcosts.

Theinitid year' s budget request will include a recurrent budget consisting of amounts for al posts based
on current year and those for the gpproved posts the may budget filled up. Also included will be an
operating budget received through the MOPH (excluding programs where specific outputs can be
clearly defined). There will be budgeted for based on agreed upon targets for that particular year. The
amount will equa that which was received in the previous year adjusted for inflation. Theinitia budget
request will also include a development budget to dlow the hospitd to set up new work system,
information system, accounts system and related manpower development activities. Findly, included
will aso be an amount for fringe benefits as percent of overdl sdary gpplicable to the large pool of civil
servants. Thiswill exclude medica benefits and pension gratuities which will be dedlt with the separately.

Budget plans will outline not only the amount of resources required, but include the proposed sources of

funds. All proposed hospita resources must be included in these budget plans, including funds flowing
from government, from donations, foundations, anticipated user fees, and al other sources. No
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resources should be withheld from the budgeting process, and dl should be entered into the accounting
system so that they can be monitored and audited.

2. User charges

2.1. Fee collection

Revenue generated from outpatient and inpatient services will be the responghility of the Finance Office
(for cash paying patients) and the Accounts Receivable Office for non-cash and insurance patients.
These two offices may be combined in smdler hospitals.

For financiad management purposes, patients should be identified by the source of payment at time of
entrance/admission to the hospital. At least seven sources of finance exist including:

Out-of -pocket or cash paying patients

Civil Servants Medica Benefit Scheme (CSMBYS)

Socia Security Scheme (SSS)

Workman's Compensation Scheme (WCYS)

Voluntary Hedlth Card Scheme (VHCS)

Low Income Card Scheme (LICS), and other indigent or those requesting service on credit,
Traffic Accident Program (TAP).

The Finance Office should prepare insurance benefit digibility determination profiles for various public
and private agencies S0 that thisit is available for prompt benefit verification (dligibility determination) by
the outpatient and inpatient units of the Finance Office, and for scheduling payment terms by the
Accounts Receivable Office.

Hospita personnd dealing with revenue collections in the Finance and Accounts Receivable Offices, as
well asthar rdated personnel, must be specificaly trained and continuoudy informed about any changes
in hospital and insurance scheme policies. Hospital personnd should aso be actively involved in fee
collection efforts.

Hospitd fee/charge determination or issuance of wavers, or exemptions a point of service, is the
respongbility of the Finance Office. Inpatient charges/fees should be accumulated as the patient stays in
the hospital and reviewed every three days by the Finance Office. Charges should be presented to the
patients periodicaly to obtain payment before charges have accumulated.

Non-cash insured patients, patients with contracts, and bad-debt (non-paying) patients will be handled
by the Accounts Recalvable Office, which is responsible for setting reasonable terms of payment, billing,
and payment collection. However, gpprova of waivers for the poor will remain the responsbility of
hospita management, not the Accounts Receivable Office,

Computerization of this entire system is recommended. Care must be taken for messengers who collect
cash from different units of the hospitd.
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2.2. Rate/fee setting

Each autonomous hospital’ s Governing Committee has the authority to set its own fees within guidelines
st by the MOPH. Fees should be set in compliance with certain principles as defined below. This
manua does not dictate the number and type of fees that can be charged by autonomous hospitas, but
it does include the principles that must be followed by an autonomous hospital as it determines its fees
for service and the prices to the patients for other services.

1)

2)

3)

4)

5)

6)

Principle of graduated fee levels. In generd, fees should be set lower for “lower” leves of
sarvice or “lower” leve facilities. This will encourage patients not to bypass lower-level facilities and
enhance efficiency in consumption.

Principle of price differentiation and cost recovery. Autonomous hospitals are encouraged to
generate fee-for-service revenue through whatever means possible. In some ingtances this will
include the establishment of different classes of wards and services within service departments. In
genera terms, charges for services provided in private wards should exceed totd cost (eg., be
profit maximizing), while charges for services in generd wards should gpproximate costs. Services
for the poorest people should be free or with fees set & below codt. In this way postive cross
subsidies can be used to offset deficits from some services with surplus from others. The objective
of the hospitd in overdl terms should not be profit making.

To achieve this level of price differentiation, each hospita must conduct service costing exercises to
know thetrue full cost of services before setting fees and waiver policies.

Principle of subsidizing services with public good characteristics. User charges for services
with public good characterigtics, eg., immunizations, should either be st a zero, or a highly
subsdized levels.

Threat of dual standards of care. Some hospitas will attempt to provide two levels of care a the
same time. For example, some hospitals, in order to generate additiona revenue, will set up
“privae’ clinics dongside “norma” clinics. Those patients willing to pay would get quicker and
more luxurious hotdl services. All patients should be guaranteed the same quality of medicd care. It
is recommended that this type of dud standard of care not be alowed to operate in the same
location of a hospita at the same time, because it encourages saff to over serve paying patients, and
underserve others.

Principle of horizontal imbalance. GCs should set hospital feeswith full knowledge of the fees set
by other nearby facilities of smilar type and range of sarvices. If fees for service are either much
higher or lower than neighboring ingtitutions, patients will tend to gravitate to where prices are
lowest. This shift in demand could upset the referral chain and also create undue financid hardships
on some hospitas or patients.

Principle of service department accountability. Each sarvice depatment is ultimatey
accountable for the cash value of services rendered in that department. In this light, each department
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is a cost center with inputs and outputs and revenue. Departmental records should reflect: ) total
sarvices rendered; b) tota cash value of services rendered (volume times feg); c) tota cash
received; d) cash vaue of subsidized or free services rendered. The tota cash revenue of the
hospital should be able to be traced back to each service department and standard values of feesto
be expected should be established by the hospitd. In this way expected revenue can be compared
to actua revenue and service departments held accountable for any difference.

7) Principle of transparency and full disclosure. Fees should be collected openly and dl payments
should result in a receipt. There should be no under-the-table collections and no tips received for
favored sarvice. All transactions should be “officid”, dl collections receipted, and al revenue
accounted for and banked the same day.

3. Insured Patients
Since an autonomous hospital is a public hospital, it will be required to provide services to patients with
every type of public insurance protection. It will so provide services to patients with private insurance
coverage. In provison of services to these patients, the hospital needs to establish systems in terms of
financia management, services, and information required by a particular insurance scheme.

4. Earmarked Funds
The use of earmarked funds by either MOPH or Provinciad Health Boards should be done sparingly as
a mechanism for financing autonomous hospitals, since it limits management autonomy. Matching
investment funds may be introduced to gain more participation from the community.

5. Donations and Hospital Foundations
Hospitas are alowed to accept donations or additiona financial contributions from patients or other
sources. They should be included as another source of revenue unless there are specific purposes
declared. In that case, contributions will be handled as a donation and must follow the rules and
requirements governing donations to autonomous hospitals.

The cash vaue of donations and other hospital income should be reported to the accounts office and
transparently entered into the balance sheet of the hospitdl. Maintaining records of such resources isthe
respongbility of the Accounts Office.

Autonomous hospitals have the ahility to enter into agreements with individua donors as they see fit
unless it entalls capitd investment. If it does, the same requirements outlined above for approva of
capital projects must be met.

The GC should st up guiddines for receiving donations and granting privileges to donors. This will
protect againgt abuse of donation for the persona benefit of donors. For instance, a person might
donate a sum of money to set up rend didysis for higher persond use while the hospita has to maintain
the service through cross subsidy from other sources. It is suggested that the outdated current guiddines
of the MOPH should be amended. In order to encourage people to donate, tax exemption to these
donors is required. Thus, the names of autonomous hospitals should be officidly listed in the related
document of MOF-.
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6. Benefitsfrom Properties, I ntellectual Properties and Related Services
The autonomous hospita should set rules and regulations to manage these sources of benefits
trangparently and fairly to al concerned parties. All of this income must be collected exclusvey as
hospitd revenue.

C. BUDGETING

1. Process and mechanism

The MOPH will provide guidance on budget planning principles, process, and format, but each
individua hospital GC can dictate its own format as long as MOPH guiddines are not violated. A chart
of accounts and list of cost centers for autonomous hospitals will be developed as part of the trangition
process.

Within the hospita, the budget process should be bi-directiond; i.e., inputs from departments and from
executive management will be incdluded. A budget management committee should be established and
meade responsble for finalizing plans for operationa and capital budgets, and for monitoring and control
of budget utilization. The GC ultimately gpproves the budget upon the recommendation of the CEO.
The budget should be presented as projects and justified by expected measurable returns.
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The following figure presents an overview of the budget process.

Input from Budget management committees review the
departmenta > information and prepare hospitd budgets
directors operationa and capital, uses and sources of funds

v

Budget discussion between the committee and
the department

v

Hospitd-wide budget meeting

v

Top management approva

v

Governing Committee

v

Approved budget
Operational / \ Capital
Financid office reviews and Top management use
compares actua expenseswith
those budgeted

l

Discussions and budget adjustment between the
executives, MOPH and Bureau of Budget

Key specifications:

The hospita sets up hospita budget committees to review and plan hospital budgets. Each hospital
department provides inputs for its budget.

At least two budgets should be planned—operational budget (including projected income,
budgeted expenses, and personnel) and capital budget (including planned capita investment).
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There should be budget discusson sessions between the committee and each department’s
representatives to work out details. The capita budget should be presented as projects and
justified by expected measurable returns (monetary or non-monetary).

2. Budget utilization

Each department as a cost center should be encouraged to flexibly use the budget according to the plan
with monitoring and feedback from hospitd management using information from the Accounting Office
and Internad Audit. In order to promote an efficient use of budget, departments might be alowed to
keep any if they were found to fulfill the agreed upon performance after careful evauation. Unused
budget found as a result of not being able to fulfill the agreement, should lead to a negetive assessment
and require corrective measures. On the other hand, departments that overuse their budget by more
than a preset limit have to be dedt with systematically and serioudly by top management.

D. FINANCIAL MANAGEMENT
1. Overall system

1.1. Organizational structure

Financia Accounting EN—
Department / CFO —— aditors
|
Account Recaivable Office of Accounti_ng ad Financia Office
Office Internal Audit

Hedth Insurance Payment collection| | Outpetient financid | | Inpatient financid
Correspondence unit unit unit
unit

2. Accounting system

2.1. General principles

It is essentid that, whatever the extent of financid autonomy, some fundamenta rules and guidelines
must be lad down. All autonomous hospitals should conform to a standard set of accounting policies
and procedures and chart of accounts.® Management will have to assure the MOPH and SODA that

® Responsibility for developing these standards rests with the unit responsible for transition functions.
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the hospital has adequate and proper safeguards for the effective monitoring, safe-keeping, and control
of hospita and government resources, including budget control and asset management.

A survey of three private hospitals in the Bangkok area was conducted in September 1998 to review
thelr accounting systems, revenue generation process, budgeting skills, skills in personnd management
and their overal governance (Sriratanaban, September 1998). The hospitas ranged from 80 to 435
beds. From this review and from other documents, recommendations are being made on specifications
for autonomous hospitals below.

Accounting systems of autonomous hospitals should be accrua-based with income and cash datus
updated dally. A cash system is needed for cash flow management. All hospitas should ultimately
conform to a standard set of accounting policies and chart of accounts (developed by the Transtiona
Unit). Each hospitd will be required to meet standards for monitoring, safekeeping and control of
resources including asset management.

Cogt centers in the hospitd should be identified. Computerized accounting systems should be
consdered, however they require additiona assessment and system design. Computerization would aid
in improving efficiency. While off-the-shelf packages are available, they would require modification.
Locdly developed sysems are dso possble but require locd expertise for maintenance and
development.

Severd offices should be established under the guidance of the Director of the Financia Accounting
Department as detailed below °. In principle, the system must be designed to alow for checks and
bal ances between accounting and cash management (see the above diagram as an example).

2.2. Key issues related to accounting:

Office of Accounting and Internal Audit. Thisunit handles generd accounting functions, management
of financid records and internd financia audit activities, budget control, and financid andyss. In large
hospitals, the function should be trandated into sub-offices operating in every cost center of the hospital.
Hospital accounts should include an income account, expense account, accounts payable account,
inventory account, and doctor’s fee account. Multiple sets of books (accounting records) are no longer
alowed.

Each autonomous hospitals hould have at least one auditor who reports directly to the GC.
Finance and program audits should be done routinely, comparing expected outputs and costs
with actuds. Policies and procedures for internal audit should be developed by the CEO and
approved by the GC. Where appropriate, this person(s) should aso conduct regular
(periodic) audits of contractors.

Internd financia audit is an important mechanism to provide accurate and timely feedback on
financia performance of autonomous hospitals. Financid audits are to review financid

o We speak here of “offices.” Large hospitals may want to have separate offices, while smaller hospitals may

want to speak of “functions’ that are located in fewer offices.
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datements and internal operating efficiency. Hence, hospitd management could make
necessary and timely adjustment to resource use and revenue generation. Additionaly, by
having a rdiable internd financid audit function in place, the credibility of the hospitals could
be built and maintained. Standard operating procedures of the audit should be set up and
srictly enforced. The procedures should be in kegping with the guidelines of the Audit Office
and with standard accounting.

While financid controls can be extremely helpful to top management, precautions should be taken
agang the following pitfalls;

Failing to tailor financid controls to the specific requirements of the hospitals.

Neglecting to link financia controls to the strategic planning process.

Ingtituting controls that send mixed messages about desired behaviors.

Allowing financid controls to difle innovation and creetivity.

Forcing the same financid controls on various subunits that have different control requirements.
Implementing financid controls that are too sophisticated for organisation needs.

Financial Office. This unit manages incoming and outgoing cash transactions including maintaining cash
record and bank accounts. Large hospitals may want to have units in the outpatient and inpatient
departments since many cash transactions will take place in these units.

Accounts Receivable Office. This office manages non-cash income including insurance
reimbursements, billing, debt payment, and collections.

4) External auditor. According to the Public Organization Act, the Generd Auditing Office will be
acting as externd auditor to dl autonomous hospitals. In practice, the Office might delegate this task
to an approved private auditor.

Financial reporting. Routine financid reports should include the following:

Dally report of hospita utilization Satigtics, aswell asincome and expenses of the day before.
Monthly summary report of cash flow status: incoming cash, outgoing cash, cash baances, cash-
based versus accrua-based income.

Monthly accrud financia statement, including balance sheet and income statement, and a statement
of cash flow.

Externdly audited annua financid report, including balance sheet, income statement and statement
of cash flow (this should aso be submitted to MOPH).

Standard financial indicators. Standard financia indicators are needed to measure profitability,
capital Structure, capitd efficiency, and liquidity.

Links with medical records. The accounting and financid management system should link to patient
records so that a value of al services rendered in the hospital can be accounted for, and measures of

10 Bartol KM& Martin DC. Information System for Management. In Management.. McGraw-Hill, Inc.1991.
Toronto: 638.

46



efficiency can be monitored routingly. The number and type of services should be recorded down to the
sarvice ddivery department. The amount of revenue earned - aswell as collected in cash - should dso
be recorded down to the service ddivery department, alowing for efficiency cadculations at the lowest
unit responsible for service provision.

Revenue forgone. All autonomous hospitals will be required on occason to provide services a either
a subsdized rate (or free of charge in the case of service to indigents). In other words, no patients will
be turned away because of the inability to pay or lack of proof of such ability. In both instances the cash
vaue equa to the revenue forgone should be captured in the accounting system of the hospital and
reported periodicaly to the GC, Provincid Hedth Board and MOPH. In instances where hospital
budgetary income is obtained through the application of formula-based grants, such a formula should
take into congderation not only the potentid for earning cash revenue through the sde of services, but
aso the cash vaue of revenue forgone through the provision of free or subsidized services.

E. BORROWING
Each autonomous hospital should be alowed to borrow commercialy (debt finance) with the gpproval

of the GC and under the guidelines established by the MOPH, the Budget Bureau and, as dictated, by
the Public Organization Act.

F. TAXES
The Public Organization Act does not dlow autonomous hospitas to be profit-making inditutions. As
non-profit entities, autonomous hospitals will not be subjected to income tax. This authorization needs to
be amended in the Tax Royad Decree. To obtain non-profit status, the autonomous hospita must be
licensed as such by the MOPH, and registered as a non-profit entity under the Public Organization Act.

G. JOINT VENTURE

Under Section 13 of the Public Organization Act, public organizations (i.e. autonomus hospitd in this
case) may hold stake or enter into partnership or joint venture with another legd entity under the rules
laid down by Minigtry of Finance with gpprova of the Cabinet.

H. INSURANCE

Autonomous hospitals should meet the insurance requirements as sipulated by the MOPH (i.e. fire,
theft and other forms of insurance) which may be obtained from the recurrent budget. The MOPH
should continue to carry the risk for dl damage to hospitd property (see dso the hospitd liability in
Section VIII).

|. EQUIPMENT LEASING

After comparing price quotations for equipment if leesing is more cost effective than purchasing the
same or Smilar item, equipment leasing is encouraged.

J. “CERTIFICATE OF NEED” AND CAPITAL INVESTMENT PLANS

The MOPH is responsble for developing a capita invesment plan for the entire hedth sector in
Thailand. This plan will dictate where and what type of capitd investment can take place, both
congruction and magor medical equipment. Each autonomous hospitd will be required to submit a

47



request for capital expenditure (primarily for large and sophisticated equipment and capita construction)
in line with their hospitd’s biennid capita budget plan. If the capitd investment is gpproved by the
MOPH, the MOPH will grant a“Certificate of Need” for the item under consideration.

Capitd congruction financed by government is dlowed, provided that: @) it is included in the biennid
capital budget plan prepared by the autonomous hospita; b) the capita budget is approved by the GC,;
and c) the autonomous hospita received a Certificate of Need from the MOPH. If capitd congtruction
is financed by private sources, it is alowed provided it meets dl the above conditions. The MOPH does
not need to issue a Certificate of Need for privately financed congtruction. If, however, the running costs
of new buildings or condruction are to be financed by government grant dlocations or any other
government sources, a Certificate of Need will be required. This is to ensure that the recurrent cost
implications of capital projects are considered before construction begins.

K. CONTRACTING

Autonomous hospitals may rely heavily on contracting and contract management. Service agreements
with the MOPH will essentidly be contracts and dlocations from the MOPH will have many contract
aspects. In addition, digtrict hospitals may one day become fund holders and contract with larger
hospitds for sarvices. For this reason, this manua will outline important aspects of the contracting
process.

In generd, contracting can be an effective method of extending services, focusing on core business, or
improving operationa efficiency of a hospital. Contracting is not aways gppropriate and decisons to
operate in a contracting mode should be considered carefully.

1. Contracting out

Each individua autonomous hospital may congder contracting out as a strategy for improving operating
efficency. Four categories of questions should be asked by hospital management prior to moving
forward on contracting:

Are there an adequate number of firms to allow for price competition to occur? Will red
competition take place? Are dl firms qualified to bid on contracts and is the hospital assured of
obtaining quaity services?

Will competition promote efficiency? Will competition, induced by the contracts process, actudly
reduce input prices while maintaining qudity services?

Does the hospital have adequate funds to finance a contract to the level where quality services
can be provided?

Does the hospital have adequate skills in bidding, awvarding, managing and evauating contract
compliance?

2. Contracting in

There may be instances where the hospital may wish to bid on contracts to provide services in its target
area. The objective of entering into such contracts could ether be to generate additiona resources for
the hospital or to obtain dternative funding for services the hospita dready is responsible for providing.
Before embarking on such contracts, the hospital should answer the following questions:
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By entering into a service contract, will the hospital dilute its prime mission of providing curative
sarvicesto itstarget population?

Has adequate cost analysis been done to assure that services can be provided at contracted
prices?

Does the hospital have adequate skills in proposd writing, bidding on and managing service
contracts?

3. Internal contracting/ Departmental budget holding

In some ingtances the structure of the autonomous hospitd may alow for consderable autonomy of
departments within the hospitd. In this instance the CEO, with approva of the GC, may alow for block
grants to departments with service agreements (contracts) specifying the number and type of servicesto
be provided. Thistype of internal contracting requires a clear specification of servicesto be provided.

4. Contract content
Regardless of the type, contracts should generally follow these guidelines (Beracoches, no year given):

4.1. Type of contract. The type of contract should be clearly specified (e.g., block
contract with indicative volumes, cost and volume contract; cost per person per time period,
or other form.

4.2. Reason for the contract. Evidence of cost-effectiveness and an assessment of
the feasihility of managing the contract should be provided to support the decision to contract.

4.3. Déefinition of the services to be rendered. A detailed decription or ligt of the
services to be provided by the contractor should be included to avoid confusion and improve
monitoring. Service delivery should be stated in output or activity terms. The manner in which
services are to be delivered should not be specified or implied in the contract. Findly, the
contract should not specify that a particular individud is required to persondly provide
contracted services (in the case of contracting for primary care services).

4.4. Indicators of quality of service to be delivered. Indicators of expected
quality should be specified in the contract.

4.5. Management of the contracted service(s). The contract should state who will
oversee the contract and assess contractor performance, receive reports, and ensure that
payments are processed without delay. On the contractor’s Side, the terms should specify the
contact person and the responsibility for ensuring that terms are fullfilled.

4.6. Agreement on the number of staff employed. It may be desirable to indicate

the optima number of workers that should be dedicated to the contract and that the
contractor meet minimum wage and other employment conditions required by the government.
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4.7. Saff qualifications. The traning requirements of aff that will be in contact
with patients, if any, should be specified and their skills checked.

4.8. Property rights over equipment. Where the contractor takes over the service
from the hospital, and hospital equipment is to be used by the contractor, the contract should
indicate if these remain the property of the hospitd, or if they are sold (at what price) or
donated to the contractor. A list of this equipment should be attached to the contract.

4.9. Payment terms and other financial arrangements These terms should
specify the frequency and timing of billings and payments. Payment after services have been
rendered protects the government from poor performance by the contractor. The facility
where the services are to be provided should be empowered to recommend that payments be
stopped in case of disputes. Payments should be linked to the delivery of certain services or
the completion of certain tasks.

4.10. Information, accounts and other reports. The contractor should be required
to submit the reports consdered necessary for the effective management of the contract.
Detalls of information requirements should be specified; type of information and the frequency
with which data are required must be specified as well.

4.11. Productivity level agreement. A monthly workload should be agreed to
facilitate performance monitoring.

4.12. Contract review. There should be a mid-term review, to discuss and
overcome problems in contract implementation.

4.13. Contract duration. The date of expiry of the contract should be clearly stated.

4.14. Contract termination. The contract should specify that it may be terminated
by any of the parties in writing with an agreed upon grace period. In case of performance
fallure, shorter notice should be specified. The mechanism to initiate termination should be
defined and a safety deposit equal to at least one month’s service should be required.

4.15. Penalties for poor performance. In the case of poor contract performance,
pendties should be the last resort. Resources necessary for contract compliance and
monitoring need to be planned and budgeted for (see Appendix E for checklists of contracting
issues and content).

L. BANKING

All revenue (fees, insurance reimbursements, donations, block grants and other hospita revenue) should
be banked daily, and openly and transparently accounted for by the Accounting Office. No spending of
revenue should be dlowed before banking and no hidden pooling of funds should be dlowed. The
hospitd is dlowed one or more than one bank account, but al accounts should be summarized,
accounted for, and audited monthly. All revenue should be officid revenue.
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M. COST CONTAINMENT

The financid surviva of autonomous hospitas will be the result of severd factors, one being the ability of
the hospital to contain costs and produce maximum output for the least possible input. In this regard,
eech hospitd is encouraged to implement many if not dl of the following cost containment Strategies
utilizetion review; use of an essentid drug list; use of generic drugs, monitoring length of stay; efficient
management of drugs and supplies including the control of ward stocks, development of staffing norms
and performance measures for staff; development of referral and other trestment protocols; monitoring
of wastage of supplies.

In addition, when hospitds enter into contractud relationships, the contracts should include cost
containment-enhancing aspects. For example, fee-for-service reimbursement should be avoided in favor
of capitation or other payment mechanisms that are likdly to provide incentives for more efficient use of
resources.

N. FREE OR SUBSIDIZED SERVICES(WAIVERSAND EXEMPTIONS)

Some sarvices will be provided free of charge. A nationd principle is that people will not be turned
away because of inability to pay, or that some services (or clients) should be provided with services free
of charge to stimulate demand. Each hospitd should establish a system of walvers and exemptions,
within MOPH guidelines, which are trangparent and not too cumbersome for the patient. The cash value
of services provided free of charge (revenue forgone) should be captured in the accounting system of
the hospitd.

A walver system for outpatient services should be a Smple process. If a walver is required, the staff
person in charge of the the outpatient services department should be alowed to grant the waiver. The
value of inpatient services is greater than outpatients services. For this reason, waivers for IP care
should be a two-step process. Patients payment status should be determined at time of arrivd at the
hospital, and hospital counsdlors responsible for authorizing waivers for free care. The totd vaue of dl
waivers should be accounted for in hospital accounting financia records.
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VIII. MANAGEMENT INFORMATION SYSTEM/HOSPITAL INFORMATION SYSTEM
(HM1S), ACCOUNTING SYSTEMS

Information technology will be one of the cornerstones of successful management of autonomous
hospitds. Exploring a number of public and private hospitals indicated that information technology is
needed to:

Increase the efficiency and effectiveness of theindividua course of trestment and the overal process
of hedth care.

Allocate, manage and control hospital resources.

Improve quality and outcomes of patient care.

Enhance public hedth intervention monitoring and evaluation.

If the above conditions are to be fulfilled, the hospitd information systems should provide key users
with:

Access to timey and comprehensve information about hedth service delivery, cods, and
performance.

Necessary information for tactical and strategic planning.

Necessary information dlowing for the monitoring of service, and gtaff and the functions of the
hospitd in generd.

Concurrent indicators of hospital utilization and functioning.

Chawla and Govindarg (1996) note that hospitals have a least eight subsystems to be served by their
information systems:

Petient diagnoss and trestment system that includes various clinica and non-clinical departments of
the hospitd.

Accounting and financid management systems.

Expenditure and genera accounting systems.

Personnd systems.

Support services systems.

Management control systems.

All these systems are supported in the information management unit and managed by the Director of
Information and Planning. In this manud, the accounting and financid management information systems
are addressed in the Finance and Financia Management section.

The Hedth Management and Financing Study Project implemented an assessment of severd hospitals
management information systems (HMIS) (Sriratanaban, 1998). The objective of the assessment was to
describe existing HMISs and to formulate recommendations for future HMIS development for
autonomous hospitals. Following are the recommendations of this assessment.
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The desrable features of HMIS include:

The capacity to address information needs at al management levelsin a hospital. The short term
priority should be given to information for financia management & operationd and middle
management levels, sncethisis currently the weekest areain hospitals (but the most sengtive).
The capacity to meet the basic requirements as outlined by the MOPH in terms of the national
policy process and hedth services system management, e.q., disease surveillance, nationa health
accounts, hospital accreditation, and budgeting.

A gructure amenable to future development to suit ever-changing needs of hospita management
and national policy process.

A database sysem which dlows for smultaneous accessing and processing by many digible
Users.

The HMIS should be centraly developed in order to ensure standardization of data communication
across multiple levels of management and different interrdlated agencies. An additiona advantage of a
centrally developed HMIS is economies of scale in investment, achieved through making use of existing
expertise in HMIS in both public and private sectors. Existing expertise should be mobilized to set up
terms of reference for HMIS development with the SODA (see Section XI11) respongble for this task
in the short to medium term.

Training of personne to maintain the HMIS in each hospitd was consdered as one dternative to
guarantee smooth operation of HMIS. Given a certain degree of experience and expertise, existing
hospitals with HMIS could participate in organisng and providing the training. The second dternative is
to contract out maintainance service. This dternative is based on two assumptions, namely: @) the public
sector payment scale will not be attractive enough to retain the personnd in this field, and b) it will be
more cost-effective to contract private firmsto adopt the first dternative.

Financing agencies such as the Socid Security Office, Comptroller-Generd Department, and the Hedlth
Insurance Office should jointly provide financid support to on-going development of an HMIS.
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Approximatetime framefor implementation of functional modulesfor public hospital HMIS

1) Patient Management Module
Patient registration

Patient admission and discharge

Bed availability, assignment, transfers

2) Medical RecordsModule

Master patients medical record index
Medical record abstrating system
Chart control

Case mix database

Classification system groupers(DRGS)
Utilization management

Quality assurance

3) Clinical Departmental Modules
Resource scheduling

Laboratory

Radiology

Pharmacy

Operating room

Other therapeutic services

4) Clinical Care Management: Physicians & Nurses
Order entry

Results reporting

Staffing and scheduling

M edication administration records

Patient assessment, care planning, and documentation

5) ServiceBilling Module

Patient billing account index
Inpatient and outpatient billing
Accounts receivable and collections

6) General Administrative and Financial Modules
Personnel and human resources
Payroll

Accounts payable

Materials management/purchasing
Fixed assets management

General ledger

Cost accounting

Charge master/transaction register
Financial management and reporting
Third party contract management

1 to 8 months

X X X X X X

X X X

X X X X x X

X X X X

9 months
to 2 years

3to5years

X X X




IX. LEGAL AND REGULATORY ISSUES

A. GC AND CEO LIABILITY (HOSPITAL LIABILITY)

The Governing Committee of an autonomous can be held ligble by the government for any wrongful acts
committed by its officers; however, any liadility from performing hospitd functions will be the
responsbility of the State. The CEO may be held ligble by the GC with regards to any other damages to
the assets of the hospitals, if gpplicable, and is accountable to the GC for the overdl performance of the
hospitd. The CEO's liahility is based on Section 4 of the Tort Liability of Government Officer Act,
B.E. 2539. The CEO aso may aso be ligble only for his own gross negligence as dtated in the tort
ligbility of Government Officer Act, B.E. 2540. Any ultra vires acts performed by a member of the GC
or by the CEO shdl create civil or crimind liability for such person, as the case may be.

B. MEDICAL RECORDS

Since an autonomous hospita shdl be interpreted as a government unit under Section 4 of the
Government Information Act, B.E. 2540, any disclosure of a medicd report or persond information,
which shal unreasonably infringe one's persond right, shdl be protected under Section 15 (5). Thereis
an exception to the generd rule, i.e. any government unit with information under its possesson or
control, may be required to release such information under certain conditions with justifiable reasons and
at the officer’s own discretion. However, this order may be gppedled to the committee appointed under
thisAct.

C. STAFFLICENSING

All professond gaff in an autonomous hospita shdl be required to hold a license for practisng in their
professions, as directed by the Control of Medica Practice Act, B.E. 2479. A medical doctor shall not
practice his’her profession unless he/she has amedical license to practice as required under the Medica
Professon Act, B.E. 2525. A pharmacist, dentist, or nurse shal not practice without higher
professona license under the Pharmaceutica Professon Act, B.E. 2537, or the Dentd Profession Act
B.E. 2537, or the Nurse and Midwifery Professon Act, B.E. 2538 respectively. Therefore, all medical
professions who are required by law to hold a professond license in order to practice in a government
hospital must aso be required to follow smilar requirementsin an autonomous hospitdl.

X. SERVICES

Although the mission of autonomous hospitals is to provide curdive care, it is unredigtic to assume that
primary medical care services will not be provided in a hospital setting. The target population of primary
medica care sarvices should be the people living in the vicinity of the hospital. These services might be
provided as an integrd part of ambulatory and emergency service, as in Hong Kong public hospitas
where specidigts in this fidd are responsble for ddivering the care. If this is going to be the case,
postgraduate training in emergency medicine and ambulatory care should be set up. This dternative will
not only serve the above purposes but will dso hdp improve the chronic alling emergency medica
sarvices of the country.
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Curative medicine and public hedlth (disease prevention and hedlth promotion) are interconnected. On
one hand, hospitals could benefit public hedth planning and intervention through the provison of dinicd
information (e.g., disease surveillance, trauma registry), advocating public hedth policy (eg., smoke-
free environment, safe sex practices, prevention of drunk driving), and participation in outbresk
investigations. On the other hand, public hedth benefits the hospital by reducing unnecessary curdtive
care workload.

Similarly, medicd care service is a spectrum of primary medicd care to tertiary medica care. Each level
of care will reach its maximum capacity and efficiency only through concerted effortsin provison of care
within a referrd system. Consequently, a mechanism should be set up to coordinate the plan and
operation of dl levels.

The Provincia Hedth Board, a possible future verson of the current Provincial Hedlth Office, could be
such a mechanism for service planning. It could purchase hospitd services a dl levels through
contractua relationships. It could coordinate public and private health care providers, and be an
interface between the hedlth sector and other sectors in organizing public hedth programs. Consumer
right protection will be another role of this body. Although this body will ill be a bureaucratic
indtitution, its structure would need to be modified so that its misson will better serve the needs of the
locd community rather than the centra organizations. One mgor change in its structure should be the
gppointment of the Provincia Chief Medical Officer (PCMO). The current system should be replaced
by a trangparent and merit sysslem which will result in a better qualified/more capable and more
independent PCMO. The promotion, incentive structure, and evaluation of the PCMO and higher team
should be based on clearly defined and more objective performance.

Xl. DRUG MANAGEMENT

Drugs and medica supplies are two of the most important inputs for hospital services. Proper
management of these inputs will lead to better efficiency in the use of hospital resources, and may aso
lead to better quality of services. In this respect the hospitas should consider the following aspects of
drug and medica supplies management:

Procurement to ensure drugs of good quality at the lowest prices possible.

Inventory management to ensure efficient use of drug supplies and proper inventory levels.

Rationa drug use in the hospitas.
This section will ded with an overdl system for good drug management in autonomous hospitas, and
will cover the issue of drug procurement and inventory management. The part on rationd drug use within
the hospitas is not within the scope of this document.
Overall System for Drug Management

For efficient drug management, each autonomous hospitals should establish a Pharmaceutical and
Thergpeutic Committee (PTC). Its main functions will be the following:
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Drawing up the hospitd drug list that will ensure efficent inventory and rationd drug use in the
hospital rather than having an open-ended drug list (and thus large inventory) that is difficult to
manage.

Ensuring that there will be good qudity drugs procured a reasonable prices. This might be
accomplished by setting up sub-committees or workig groups that will help in sdecting and
bargaining with the drug suppliers.

Monitoring drug use as well as drug management in the hospital and giving advice to hospitd
management to take proper corrective actions, if necessary.

The PTC should consist of doctors in good standing and respect who understand the issues of drug use
as well as management, the pharmacisi(s), and a representative from general management. The PTC's
functions are both executive and advisory. The term of the PTC should be limited to two to three years
in order to alow broad-based participation and more opportunity to serve and be educated through the
work of the PTC. Its achievement should be reported to and monitored by the GC of the hospitas. The
results of its drug procurement should be made openly known to dl the management teams in the
hospitals.

Besides the PTC, hospitals should aso introduce a drug management information system. Such asystem
would consst of three basic interconnected modules.  Firs, a drug inventory management module,
including pharmacies and other outlets in the hospitals should be established.  Second, a drug use
information system, capturing data about drug prescriptions and thus overal drug use pattern by
providers in the hospitas would be useful. Third, a drug pricing information system should be
developed to dlow the review of drug prices purchased from various sources. In the future, if the
MOPH establishes a network of drug procurement and pricing, autonomous hospitals will benefit from
as well as contribute to the network. This third module will be used for the sdection of proper drug
companies and prices for negotiation during drug procurement.

Drug procurement in autonomous hospital's has to ensure good quality as well as reasonable prices. One
approach that may help to meet these objectives is to negotiate prices based on bulk procurement
estimates based on annua drug use, rather than separated individua procurement every month or every
few months basis. The bulk purchase negatiation should be carried out at the beginning of the fiscd year
using data from the drug use of previous years. Different drug items can be negotiated with different
digributors rather than having to lump dl itemsinto asingle distributor. As autonomous hospitals will not
be congtrained by government rules and regulations for procurement, it should employ such flexibility to
the fullest extent possible. However they should aso try to ensure accountability and transparency to
ensure the efficiency of this overall process. Some of the practicad steps may be asfollows:

1) The PTC gppoints aworking group for drug procurement and negotiation.

2) The working group anayzes the pattern of drug use and estimates the requirement for each drug in
conjunction with the hospita drug list based on generic names.

3) The working group goes through the ligt of dl possble digtributorsmanufacturers with the am of
selecting only those with acceptable drug quality for the needed items.

4) The working group negotiates with individua distributors'manufacturers for each of the drug items
found to be of acceptable qudity.
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5) The prices offered by each distributor/manufacturer for each drug item can then be compared,
selecting those only of acceptable qudity with the lowest prices.

6) The issuance of orders for the drugs should be phased at proper intervals over the year to avoid
inventory overstocking or shortages of drugs. The terms of payment for the annua bulk purchase
will aso be negotiated with periodic ordering.

7) Drugs procured through this sysem should be double-checked for qudity. Those falling to yied
acceptable quality will be excluded from the following year’ s bulk procurement negotiation.

8) Each of the actud drug orders sent to the manufacturer/distributor will be computerized and shared
with other hospitals or kept as records for future use in the negotiation of drug prices. This
information will aso be shared with others through the information network that the MOPH may
establish later.

A. ESSENTIAL DRUG LIST

Autonomous hospitas should comply with nationd drug policy by putting mgor emphasis on the
procurement of essentia drugs. The current practice of spending at least 80 percent of the drug budget
on the essentid drug lig should be maintained. At the nationd leve, the mechanism to update the
essentid drug ligt has to be improved in order to convince clinicians that cogt-effective drugs will be
included in due time. Having a hospitd-level pharmaco-thergpeutic-committee is an essentid mechanism
to promote use of the essential drug list through a selection and education process. There should be
practice guidelines in dedling with representetives of private drug companies 0 that the market
mechanism can be brought under control. For instance, direct contact between the representatives and
the clinicians should be curtailed. There must aso be a drug formulary.

B. CONTROLLED SUBSTANCES
In principle, the current practice of prescribing addictive drugs such as morphine and other controlled
substances should be maintained. At the same time, there is a need to cut down on paperwork in order
to facilitate gppropriate use of opioid andgescs, which so far have been under-prescribed in termindly
il patients,

C. GENERICSAND BRAND NAME DRUGS

Currently, clinicians tend to believe that generic drugs are inferior to brand-name drugs in terms of bio-
availability, pharmaco-dynamics, and pharmaco-kinetics. The Department of Medicd Science should
collaborate with the Food and Drug Committee and universities to ensure qudity control in drug
meanufacturing. Information on drug qudity should be made available to the dinicians.

XI1.COORDINATION WITH PRIMARY HEALTH CARE, PREVENTIVE AND
PROMOTIVE SERVICES

A. PRIMARY HEALTH CARE

Autonomous hospitals should be supportive of primary hedth care by empowering patients and family
to adopt sdf care atitudes and behaviors. For instance, hospitals might facilitate development of sdlf-
help groups for cancer patients which they and their family can share fedings, experiences, and
knowledge related to cancer trestment. At the same time, autonomous hospitals might set up a patient
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resource center to provide relevant information in various forms and resource persons whom patients
and family can contact for necessary support. In terms of producing new knowledge, autonomous
hospitas can take part in research to develop appropriate technology for primary hedth care, such asa
randomized trid to test the efficacy of herba medicine commonly used by the community.

B. PREVENTIVE AND PROMOTIVE SERVICES

Given the wide recognition of hospitals as a reliable source of curétive care, they are in a good position
to encourage and deliver preventive and promotive services which seem to be more subtle and under-
demanded by patients, family, and community. At least, autonomous hospitals should engage in the
provison of clinica preventive services like those recommended by the US Task Force of Clinica
Preventive Sarvices. As far as non-communicable diseases are concerned, autonomous hospitals could
take the initiative to launch screening programs for cervica cancer, a mgor preventable maignancy.
Based on a powerful hospita information system, autonomous hospitas could use the information to
provide feedback or mobilize concern of the public and other sectors about mgor public hedth
conditions such astraffic injuries, or smoking-related conditions.

C. SPECIALTY SERVICES

Instead of adopting a discipline-oriented approach to setting up specidty services, future specidity
sarvices of autonomous hospitals should be established according to objective and well defined patients
and community needs. Concern for sysem efficiency should be strengthened among hospita
management and clinica staff whenever setting up speciaty services are being considered. In practice,
this will lead to better (more codt-effective) distribution of specidty services, in particular the referrd
network which mogt of the time means heavy investment of human resource and equipment. There
seems to be a need for a coordinating mechanism in planning for specidty services among hedth care
providers in certain geographicd areas (a big province or group of smdl provinces). A built-in
monitoring and evauation process should be part of the plan.

X111, QUALITY ASSURANCE

Widespread acceptance of the hospital accreditation movement in the past few years among public and
private hospitals is good evidence that qudity of care is a mgor issue in provison of hospital services.
This momentum should be further sustained and developed. An important element of the issue is quaity
assessment. A bottom-up approach to devel op performance indicators for quaity assessment should be
encouraged in autonomous hospitals. Hospitd management should take leadership in the devel opment
of performance indicators and in the process of using the indicators to continuoudy improve quality of
care.

Hospita management should set up key teams to develop standards or guidelines and administer and
monitor their implementation to assure the quality of the following services.

Gengrd medical care

Drugs and pharmaceutical prescribing
Review of mortaity and morbidity
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Clinica-pathologica review

Risk management and mass casuaty
Nursing standards

Medicd ethics

Fadility utilization review

The activities and their results and recommendations should be passed to the CEO, the medical
director, and GC as appropriate.

XIV. REFERRAL LINKSUPWARD AND DOWNWARD IN THE SYSTEM

In the network of areferrd system, patient flow as well as rdlevant information could be both upward
and downward. The cost of referral cases will be covered by a predetermined budget alocation, based
on the higoricad service workload of each provider. Clinica information is an essentiad dement of
effective referra system. This area has been neglected so far, so ways and means to improve the
information should be identified and serioudy employed. Better hospitd information could be an
dternative. Qudity of dlinicd information should be part of the performance indicators for individud
clinicians. In addition, ambulance service has to be improved subgantidly in terms of manpower and
vehicles for transportation. Better qualified personnd could be obtained by training and retraining. It
seems as if the British system, in which a specidized center was set up to offer training and services, is
an efficient adternative. The second aternative is to incorporate the training as part of emergency
medicine, a specidty which is not avalable in Thalland.

Failure of the current referrd system is in part due to excessive freedom of choice of the consumers.
Co-payment is a suggested solution to this problem. Non-emergency patients who bypass lower levels
should be pendized by co-payment or by curtalling their privileges. However, in many ingtances,
bypassng is aresult of poor quality of care a the lower leve facilities. Before co-payment are fully
enforced, quality of care a lower levels has to be improved. Priority should be given to care for
common conditions such as URI, diarrhoea, dyspepsia, etc. Providers a immediate higher level of care
should be given a mandeate to hdp improve the quality of care a lower levels. Thiswill a the same time
improve working relationships between providers, an essential eement of agood referrd system.

XV.TRANSITIONAL PHASE

Before hospitd autonomy can be fully implemented, a transitional phase of approximately one year in
duration will be needed to prepare for severad necessary conditions such as personnd transformation,
formulation of alocation criteriafor block grants, and recruitment and appointment of GC'sand CEO's.
During the first two years of trangtiond phase, the following activities are proposed, as outlined in the
following table.

Activity Month
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MOPH
Endorse the Royal Decrees for setting up 1* group of
AHsand SODA
Assign responsible authoritiesto work with SODA
Endorse the Royal Decrees for setting up 2 group of
AHs

Cabinet
Promulgate the Royal Decrees

Bureau of Budget
Assign responsible authorities to work with SODA
Allocate block grantsto SODA
Allocate block grantsto AHs

Civil Service Commission
Assign responsible authorities to work with SODA
Collaborate with SODA and MOPH in personnel
transformation for

- 1%batch AHs

- 2"batch AHs
Collaborate with SODA and MOPH to set up pension
system for the hospital personnel

AHs
CEO'’s, hospital management, and SODA propose to
MOPH for appointment of GCs
GC work out rules and regulations for personnel and
financial management
Formulate strategic plan and work plan
GC and CEO work with SODA to determine level of
budget supports
Communicate with personnel and community

SODA (see aso transitional mechanism in the next section)
- Capacity development for AHs
Work with GCs and CEO’s to determine level of
budget supports
Work with CSC and MOPH to transform hospital
personnel
Develop work systemsfor AHs
Communicate with community and all concerned
parties
Work with AHs, CSC, MOPH, BoB in designing
system for monitoring and evaluation / R&D strategy

and workplan

X X
X X
X X
X X
X X
X X
X X
X X
X X
X X
X X

X X X X
X X X X
X X X X
X X X X
X X X X
X X X X
X X X X
X X X X
X X X X
X X X X
X X X X

Note: AH = autonomous hospita
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XIV. TRANSITIONAL MECHANISMS AND SELECTION OF HOSPITALS"

In order to ensure the smooth trangition as well as provide necessary support and render essentia
development for the autonomous hospitd, a trandtional mechanism will be crucid. Such a trandtiond
mechanism will be expected to perform the following roles and functions:

1) Develop an essential work system for autonomous hospitals. This includes an accounting system
and management information system, external and interna audit, and performance appraisa (both
for intra-hospital and externd).

2) Develop capacity for autonomous hospitals, including dl the training of management and other core
gaff as outlined in the section on “ Capacity Development in the Trangtion”.

3) Nurturetheinitial pilot autonomous hospita to ensure smooth takeoff.

4) Advocate for autonomous hospitals, as well as act on behdf of the autonomous hospitals when
dedling with the centrd government offices such as the Bureau of Budget, and Generd Auditing
Office

5) Work with autonomous hogpitals to determine the level of budget support necessary for each
hospitd. It will dso work to ensure that budgetary supports to autonomous hospitals will be
performance-based in the next five years.

6) Determine the optimal size and types of service, thus providing background for the expansion
and future invesment plan for the autonomous hospitals to ensure efficiency of the overal system.
This will dso ensure that autonomous hospitals will receive equa atention from the centrd
government in terms of capita formation (which will ill be determined by the centrd government).

7) Take care of the evaluation of the policies on autonomous hospitals as well as individua hospitd
performance assessment and evduation. The trangtiond mechanism will not cary out the
assessement or evaluation by itsdf, but will determine the terms of reference and identify the proper
team to carry out the functions.

8) In order to ensure that autonomous hospitals will not lead to a less integrated hedth service ddlivery
system, the trangtiona mechanism will so work out and help develop a provincial health system
that will closdy interface with the autonomous hospitas.

9) Ensure that there will be necessary research and development that will help the development of
autonomous hospitals, either for intra-hospital management issues or the overal system supports.

A. ORGANIZATION AND STRUCTURE OF THE TRANSITIONAL M ECHANISM

The trangtional mechanism, A Supportive Office for Development and Autonomous Hospitals (SODA)
will be established as an Executive Agency to ensure effective and flexible support dong with efficient
management and continuity of supports that might not be eesly obtainable within the conventiond
bureaucratic culture. It will be governed by a Board of Directors consigting of ex-officio members from
key organizations involved, such as Bureau of Budget, MOPH, Office of the Civil Service Commission,
Generad Auditing Office and gppointed members who possess technica merit with regard to hedlth
sarvices and system development. The Board will select and gppoint the CEO according to the Public

" BY “TRANSTIONAL” WE MEAN TEMPORARY WITH THE RESPONSIBILITY FOR
TRANSITIONAL ACTIVITIESTO BE DECIDED.
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Organization Act. The necessary budget for its operation will be provided by the government through a
well-defined budget line in the form of a block grant to ensure flexibility of its use in executing the sad
functions. The SODA should be established a the beginning of the initiation of the autonomous hospital
program. The need to continue the SODA will be determined periodicdly by evauating it agang its
achievement of expected roles and functions. The first evauation will take place after the fird five years
of operation. In order to minimise the attempt to continue the operation of this mechanism, its gaffs
might consst mostly of seconded civil servants. Its relationship with the MOPH and the autonomous
hospitals is depicted in the following diagram.

BOB

v

MOPH

v

SODA
|
v v v
GC of Hospital A GC of Hospita B GC of Hospital C

v v v

CEO CEO CEO

Although the SODA will not be in a direct line command under the MOPH it is important thet it
maintains certain lines of reationship with the MOPH and the autonomous hospitas.

B. SODA AND BUDGETING OF AUTONOMOUSHOSPITALS

Because the MOPH will not have direct control over the autonomous hospitals except through certain
gppointed members in the GC (such as the Provincid Chief Medicd Officer - PCMO from the
respective provinces, and certain gppointed members from the centrd ministry), the MOPH will function
only as the conduit for budget support for the autonomous hospitals. However, the MOPH will employ
the SODA to work out a detailed budgets with each autonomous hospital based on the principles set
forth. The SODA will thus function as the technicd arm for the MOPH in the budget negotiation
process. Any disagreement or other results of such negotiations will be summarised and be findly
decided by the MOPH executive committee before passing on to the budget request process.

C. THESODA AND HOSPITAL PERFORMANCE ASSESSMENT AND EVALUATION

The SODA will dso work to have the performance of individua hospitals assessed and evauated
according to the terms agreed upon as a results from the budget negotiation process, and then report to
the MOPH and the Bureau of Budget as well as other agencies through its Board members. The SODA
will not conduct the evaluation directly but define detailed terms of reference and subcontract for proper
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evauation teams. The evauation will provide certain inputs as a basis for the following year’s budget
negotiation as well as necessary decisons in the relaed offices in the budget scrutiny process. The
SODA will act on behdf of the autonomous hospitas in dedling with the centra government offices if
necessary. This will be determined jointly between an individua hospitd and the SODA executive in
their regular negotiation process. The SODA will aso be respongble for the overal evauation of the
creation and function of the autonomous hospitals in terms of system equity, efficiency, and prospects.

D. THESODA AND OTHER DEVELOPMENT FUNCTIONS

The SODA will work with each individual hospital to develop plans and carry out support activities —
such as capacity development and development of work system, providig necessary support based on a
certain degree of systematic assessment carried out by the SODA. The education or system
development services will be rendered by subcontractors to be identified and monitored by the SODA.

E. DETERMINING THE OPTIMAL SIZE AND TYPES OF FUNCTIONS OF AUTONOMOUS
HOSPITALS

In order to determine the optima size and types of services to be rendered by the autonomous
hospitds, the SODA will carry out optima facility planning for different areas in the country with priority
attention be given to those areas with autonomous hospitals. The results of the technical work will be
submitted to the MOPH for find decisons and subsequent budget requests, if necessary. The SODA
will then work with individud hospitals to ensure that the implementation plan is followed and give
advice to the MOPH on any of the related issues or problems that may result from such implementation.
The SODA will not have direct authority over the autonomous hospitals in this respect but will only
work out the techica detalls necessary for the MOPH. The SODA will dso initiate any research
necessary based on its work with the MOPH and other related agencies and the autonomous hospitas.
The funds for such research will be provided from the budget of the SODA.

F. THESODA AND ADVOCACY OF AUTONOMOUSHOSPITALS

In the operation of autonomous hospitas there will be questions arising from the generd public, hospita
daff, hospital board members, and other related agencies. Many of these questions may be easly
addressed or clarifed and should be attended promptly to ensure smooth operation of the autonomus
hospitals and prevent possible disruption of services. On the other hand, when there is a need to
proactively communicate with both the generd public and hospita staff, the SODA will work out a
detailed plan to ensure that those concerned will be properly informed.

G. SELECTION CRITERIA FOR CANDIDATE AUTONOMOUSHOSPITALS
A number of criteria should be used to sdlect which hospitals should be initid Stes for autonomy.

1) Having astrong desire to change.

2) Showing clear gods and needs for change which are compatible with the concerns of the
Government, the people, and the staff.

3) Showing clear and promising gpproaches to achieve the goals.

4) Good track records of hospital management.

5) Having support of the staff.

6) Having leadership for change.
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7) Taking account of prospective roles of creating snowbal effects on system changes.
8) Participating in the Hospital Accreditation Project.

H. SUCCESSFACTORSFOR HOSPITAL AUTONOMY
Success will be the result of anumber of factors:

1) Government should provide tangible support in terms of money and adminitrative support for an
indefinite period of time.

2) Hospita management and staff should be trained and retrained in order to ingtill a new mind s,
kills, and knowledge conducive to autonomizetion.

3) Strong political must exist at the highest political levels.

4) Good candidate hospitals should be selected so that a success story can be obtained

5) Short term quantifiable gods should be identified in order to demondrate tangible and timely
achievement to dl stakeholders (e.g., improvement in physicd facilities, visble saff benefits - new
uniforms, shortened waiting time; financia indicators, activities outlined by patients, community, staff,
management team and the dlinicians).

6) Repeated communication with gaff, the community, bureaucracy and the media

7) Active community participation.

8) information and education.

XVII. MONITORING AND EVALUATION OF HOSPITAL AUTONOMY

A. BACKGROUND

The Minigtry of Public hedth routindy monitors hedth sysem performance and occasondly evauates
sysdem cog, efficency, and impact. These types of activities will continue under a system of
autonomous hospitals. However, the introduction of autonomous hospitals dters the means by which
hedth system objectives are achieved and dters the relationships between different parts of the hedth
system, possibly affecting system performance. For this reason, it is proposed that hospital autonomy
be closdly monitored and evauated (M&E).

B. THE FOCUSOF MONITORING AND EVALUATION UNDER HOSPITAL AUTONOMY

Servicemonitoring  Hospita autonomy will go through severd stages in the coming years. Routine
hedth services will need to be ddlivered as they have dways been done. The movement from being
government-owned and operated to autonomous status should not affect the number, type, location, or
quaity of hedth services delivered to the community. The delivery of hedth services needs to be
continuoudy monitored

Transformation to autonomous status Selected hospitds will be transformed in a number of
ways with the support and assistance of SODA. This transformation will require syslem design and
ingalation, personnd training, equipment purchasing, and so on. Are palicy, lega and regulatory factors
appropriately established and implemented? Are trandtion support systems in place? Are trangtion
activities being implemented according to plan? Are systems being designed, ingaled, and implemented
and having the desired affects? Has the SODA been established and isit functioning as expected? Are
resources flowing as planned to autonomous hospitals?
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C. IMPACT ON THE HEALTH SYSTEM

If designed and implemented gppropriately, hospital autonomy should lead to notable improvements.

In order to assess this, aM & E plan needs to be put in place to monitor access and availability of
sarvices, quality of care, sustainability of finances, systems and consumer demand, referrals to and from
autonomous hospitals to other parts of the health syssem and improvementsin the policy, lega and
regulatory environment. These environmenta aspects should be evaluated carefully.

D. M ONITORING AND EVALUATION FRAMEWORK

Hospital-specific M& E A framework for the monitoring and evauation of hospita autonomy in
Thailand cdls for activities rdated to access to and availability of hedth services qudity of care,
sugtainability and the autonomous hospita’s enabling environment. Each of the four aress to be
monitored is subdivided further into one or more sub-categories. For example, sustainability redly
refersto financdid sugtainability, the sustainability of critical hospita systems, and sugtainabiility of demand
for hospital services. Each box in the diagram represents a specific area to be monitored or evaluated
and each should have a core st of indicators and definitions.

For example, under the qudity area, provider performance should be routinely monitored using defined
performance indicators. Examples of indicators could be as follows:

Bed occupancy rate

Average length of stay (ALOS)
Case fatdity rate

Admissions per 1,000 population
OP vigits per 1,000 population
Etc.

Some indicators would be defined and used for national monitoring and evauation, while others will
used pecificdly by an individud hospitdl.

E. DEFINING PERFORMANCE INDICATORS
Performance indicators should be time bound, truly measure what is intended, and be measurable.
Performance indicators for routine monitoring should be readily availabile from data aready being
collected (e.g., bed occupancy rates are caculated from data available routindy in dl hospitas).
Evauaions, occurring less frequently, can include indicators requiring specific data collection efforts
repeated periodicaly. For example, efficiency measures may require unit cost data not routinegly
avalable in afadlity dthough volume gatistics may be avalable.

F. RESPONSIBILITY FORM&E
Asanew nationa program, it is proposed that SODA be held responsible for the evauation of possible
systemic impacts of autonomous hospitals while individud hospitals would be held responsible for
monitoring individua performance on service qudity, cost and so forth. SODA should develop an initid
st of minimum standard performance indicators and then, with individua autonomous hospitals, work
towards identifying other indicators individua hospitals would like to use.
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The budget for systemic monitoring and evauation should be included in the budget of the SODA, but
routine hospitals M& E should be financed by the individua hospitd.

G. TIMETABLE

The following table shows proposed areas and timeframe for M&E at the overdl system level. Each of
the five years in the time frame is split into two halved (i.e., Ssx month periods). As mentioned earlier, a
clinical management information sysem will be a crucid component for M&E especidly a hospitd
levd. This underscores the importance of sirong commitment by al concerned parties in developing
hospitd information systems.
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Year 1

Year 2

Year 3

Yea 4

Year 5

Areas

Allocating budget to SODA &
autonomous hospita's

Presence of GC for each
autonomous hospital

Presence of work systemsto
Support autonomous hospita's

Trandfering hospita management

and gaff from civil servantsto
seconded hospital employees

Training hospitd management and
daff to implement the work
sysems

Implementation of M&E at
Overdl sysem leve
Intrahospita level

Setting up pension system for
hospita staff

The SODA functions and
achievement

Development of PHO towards
PHA

Amendment or issuing required
laws, rules and regulaions

Reporting outputs of M& E to
authorities and the public
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H. M ECHANISMSAND M ANAGEMENT FOR M ONITORING AND EVALUATION

Since hospital autonomy will be part of bureaucratic reform, its performance and achievement should be
assesed by the Bureaucratic Reform Commiittee, chaired by the Deputy Prime Minigter. Given the
technicd details required in monitoring and evauetion, it is suggested that the SODA should take care of
monitoring and evauation at both levels by setting up terms of reference with gpprova of the Committee
and monitoring the monitoring and evauation process. Under the terms of reference, a single or multiple
independent agencies will be commissoned to carry out monitoring and evauation and report to the
Committee.

The budget for implementing M& E should be included as part of the SODA’ s regular budget.
As mentioned earlier, a clinical and management information system will be a crucid component for

monitoring and evauation especidly a hospitd level. This underlines the importance of srong
commitment by al concerned partiesin developing hospital information systems.
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APPENDIX A

DRAFT PUBLIC ORGANIZATION ACT

Public Organization Act,

B.E. 2542

BHUMIPOL ADULYADEJ,REX
Given on the 13" Days of February B.E. 2542,

Being the 54" Year of the Present Reign,

His Mgesty King Bhumipol Adulyadg is gracioudy pleased to proclam that:

Wheress it is expedient to have a law on public organization. Be it, therefore, enacted by the

King, by and with the advice and consent of the Nationd Assembly, asfollows

Section 1. ThisAct is cdled the "Public Organization Act, B.E. 2542"
Section 2. ThisAct shdl come into force as from the day following the date of its publication in
the Government Gazette.

Section 3. InthisAct:
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"Public organization" means the public organization which is established under the Royal Decree
issued under the provison of this Act;

"Sate officid" means a government officid, officer, officid, or any person working in aminigry,
sub-ministry, department, provincial administration, local adminigtration, State enterprise or any other
organization of Stete;

"Committeg" means the public organization executive committee or the Committee of any other
name which is respongble for the adminigration of the public organizetion as prescribed in the
edtablishing Roya Decree;

"Director" meansthe director or the chief under any other name of a public organization.

Section 4. The Prime Minigter shdl have charge and control of the execution of this Act.

CHAPTER |

Establishment and Objective of Public Organization

Section 5. When the Government has a plan or policy to provide public service of any specific
branch and it is gppropriate to establish a new administration agency agpart from the existing Government
agencies of State enterprise for the purpose of the most efficiently utilizing of resources and personnd,
there shal be the establishment of the public organization by the Roya Decree under this Act.

Public service activities for which the public organization may be established to be responsble
under paragraph one are the accreditation of standard and evauation of education quality, training and

development of Government officids, nourishing of arts and culture, development and promotion of
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sports, promotion and supporting of study and research, the transfer and development of science and
technology, the preservation of environment and natural resources, the medical and public hedth
sarvice, socid wefare, provison of services for people, or the implementation of other public services.
In this connection, the foregoing activities shal not be the activities with the main objective to seek
profits.
Section 6. The public organization shdl be a State agency and enjoy the status of juridtic
person.
Section 7. The Roya Decree etablishing a public organization under Section 5 shdl contain the

following satements as the minimum requirement:

(1) name of public organization,

(2) gte of its head office;

(3) objectives and power to engage in various activities within the scope of its
objectives,

(4) compogtion of the Committee, qudifications and prohibitions, term of office,
remova from office, aswell asthe powers and duties of the Committee;

(5) qudifications and prohibitions, term of office, removad from office, as well as the
powers and duties of the director;

(6) qudifications and prohibitions of its officids;

(7) personnd adminigtration, welfare and other benefits;

(8) capital, income, budget and property;

(9) supervison, review and evauation of itswork;
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(10) abalition of public organization which is established for performing of any specific
duties or under specified period;

(11) other requirements necessary for the good order and efficiency of the
implementation of itswork;

(12) Minigter having charge and control of the execution of the Roya Decree.

The statements under (3) to (11) shal be in accordance with the provisions of this Act, unless
the provisions of this Act provided that there shal be otherwise prescribed in the Royd Decreg, the
provison of such Roya Decree shdl prevall.

Section 8. In the case where there is a problem concerning the overlapping or conflict of
performance of duties of public organization and the Government agencies or other State agencies under
the laws, it shal be deemed that the Roya Decree etablishing a public organization under thisAct is jus
Speciale.

The problem concerning the performance of duties of public organization or other State
agencies under paragraph one shal be subject to the judgment of the Council of Minigers. In this
connection, the Council of Minigters shall prescribe principles and rules for performance of duty or
cooperation among Public organizations, Government agencies and State agencies concerned by
entrusting the Council of State to give recommendation and submit the draft of priciples and rules for
congderation.

Judgment, principles and rules prescribed by the Council of Ministers under paragraph two shall
be deemed to be guiddines for the implementation of works of public organizations, Government

agencies and other State agencies.
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Section 9. In the case the Royd Decree establishing a public organization under this
Act to perform any duties under the scope of powers and duties of any Government
agency, State enterprise or other State agencies is going to be issued and shall cause a problem of
overlapping or conflicting of their performance of duties, if the Council of Minigtersis of the opinion that
it is gppropriate to transfer the powers and duties, activities, properties, rights, obligations, and
appropriations of such Government agency, State enterprise or other State agencies to the public
organization, the said powers and duties, activities, properties, rights, obligations, and appropriations of
such Government agency, State enterprise or other State agencies shdl be transfer to the public
organization on the date on which the establishing Roya Decree comesinto force, except that the salary
and fixed wages as a part of gppropriations which is set asde for holders of postions attached to any
Government agency shdl continue to belong to such Government agency until such podtions are
abolished.

The rights under paragraph one shal include the right to utilize, or the right under the contract of
hire of Ratchaphatsadu land, or domain public of the State which Government agencies, State
enterprises or other State agencies hold on the date on which the establishing Roya Decree comes into
force.

Section 10. State officids or employees of State agencies, State enterprises or other State
agencies under Section 9 who want to transfer to be officids or employees of the public organization
ghdl notify their intentions in writing and submit to their Superior, and shdl take any process of
recruitment or evauation in accordance with the rules as prescribed by the Council of Ministers.

Section 11. If the State officia, who transfers to be officid or employee under Section 10 isa

government officid; he shdl be deemed to be removed from Government service because of cessation
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or abolition of pogition under the law on Government gratuities and pensions or the law on Government
pensions fund, as the case may be.

If the State officid, who transfers to be officia or employee of the public organization under
Section 10 is an employee of Government agency; he shal be deemed to be removed from
Government service because the position is ceased or abolished, or the remova without any fault and he
shdl receive the gratuities under the Regulation of Ministry of Finance concerning gratuities of employee.

For the purpose of counting the term of work for the caculation of benefits under the rule of
public organization, the Government officia or employee who trandfers to be officid or employee of the
public organization under this section and is desrous of counting the term of work as Government
officid or employee together with the term of work as officias or employees of the public organization,
as the case may be, he shdl have the right to do so by natifying his intention in writing that he shall not
recelve any gratuities or pensons.

The refusd to recelve gratuities or pensons under paragraph three shdl be committed within
thirty days as from the date of transfer. In the case of Government officid, it shall be proceeded under
the law on Government gratuities and pensons. In the case of employee, awritten notice shal be made
and signed by the employee as evidence to be submitted to the employee in order to proceed to the

Ministry of Finance for acknowledgemen.

CHAPTERII

Capital, Income and Properties
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Section 12. Capital and properties for the performance of duties of public organization consst

of the fallowing:

(1) money or properties transferred;

(2) money budgeted by the Government as the capital at the outset;

(3) block grants dlocated by the Government as appropriate in each year;

(4) subgdies from private sector or other organizations, including foreign countries or
internationa organizations, and money or properties donated,

(5) fee, due, compensation, service charge, or income from its performance of duties;

(6) interest of money or income occurring from its properties.

Section 13. Subject to its objectives, the public organization shall have the power to request for
fee, due, compensation or service charge for the performance of its duties as prescribed in the
establishing Roya Decree.

Section 14.  All income of the public organization shdl not be remitted to the Ministry of
Finance as State revenue under the law concerning treasury reserves and the law concerning budgetary
procedure.

Section 15. Properties of public organization shal not be subject to any execution of judgment.

Section 16.  Immovable property which the public organization has derived from doretion or
buying by its own revenue shdl be under its ownership.

Public organization shdl have the power to administer, supervise, maintenance, utilize, dispose
of, and manage to get benefits from its properties.

Section 17. The spending of money of public organization shal be made paticulally for

financing the performance of its duties.
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The keegping and withdrawa of money of public organization shdl be subject to the regulations
prescribed by the Committee.

Section 18. The borrowing of money, tolding of shares, or being a partner of, or investing in
the business of other juristic persons, as well as the disposa of properties from the lig as valudess

account shall be in accordance with the rules prescribed by the Council of Ministers.

CHAPTER 111

Administration and Perfor mance of duties

Section 19. There shdl be a Committee of each public organization conssting of a chairman
and other members, the compostion of which shdl be as determined in the establishing Roya Decree,
and the Director shdl be the member of the Committee and the Secretary.

The Council of Minigters shdl gppoint Chairman and members of the Committee.

The Committee of public organization may congst of representatives of Government agencies,
as ex officio members, but this type of Committee shal not be more than haf in number.

There shdl be a number of members of the Committee as prescribed in the establishing Royd
Decree, but it shdl not be more than eeven, and this member shall include the expertists who are not
Government officids or ones who work in any State agency.

Section 20. The Chairman and the member of the Committee of public organization who are
not an ex officio members shal possess the quadifications and not be under prohibitions, asfollows:

(1) being of Tha nationdity;
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(2) being under the range of ages prescribed in the establishing Roya Decree, but not
more than seventy years of age;

(3) having academic qudifications and experiences gppropriate for the activities of
public organization as prescribed in the establishing Roya Decree;

(4) not being a bankrupt, incompetent or quasi-incompetent person;

(5) not being imprisoned by a find judgment, except for an offence committed through
negligence or a petty offence;

(6) not being a person holding a political office, a member of a locd assembly, an
executive member, a member of a committee, or a person respongble for the administration, consultant
or an officer of apalitica party;

(7) not being under any of other prohibitions prescribed in the establishing Royd
Decree.

The provison of (1) shadl not imply to the foreign member of the Committee gppointed in
pursuance of the binding obligation or nature of activities of such public organization.

Section 21. The Charman and the member of the Committee of any public organization shall
not directly or indirectly have interests in any busness dedling with such public organization, or
competing with such public organization, except for being entrusted by the Committee to be the
Chairman or member of the board of the limited company or public company of which the public
organizetion is a shareholder.

Section 22. The Chairman and the member of the Committee who is not an ex officio member

shall hold office for the term prescribed in the establishing Roya Decree, but not longer than four years.
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In the case the Chairman or the member of the Committee who is not an ex officio member
vacates office before the expiration of the term, or in the case where an additiona member is appointed
by the Council of Ministers during the term of the Committee, the appointee shdl hold office for the
remaining term of the members aready appointed.

Upon the expiration of the term of office under paragraph one, if the new Chairman or members
have not yet been gppointed, the outgoing Chairman or members who vacate upon the expiration of the
term of office shdl remain in office until the newly appointed Chairman or members assume the office.

The chairman or the number of the Committee who vacates office upon the expiration of the
term of office may be re-appointed, but he shdl not hold office more than two consecutive terms.

Section 23. Apart from vacating office a the expiration of the term, the Chairman and the
member who are not an ex officio members shal vacate office upon:

(1) desth;

(2) resgnation;

(3) being removed by the Council of Minigers for falure to carry out his duties,
improper conduct or incompetency;

(4) lacking of qudifications or being under prohibitions, or involving in any prohibited
activity under Section 21.

Section 24. The Committee shall have the power and duty to control and supervise the
activities of the public organization in accordance with the objectives prescribed, and such power and
duty shdl indlude:

(1) laying down policy and gpproving implementation plans of the public organization,

(2) approving investment plans and financia plans of the public organization;
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(3) controlling and superviang generd implementation and adminigtration, including
issuing of orders, regulaions, notifications, or gtipulations concerning the public organization in the
following &fars

(8 digtribution of works of the public organization and the scope of such works,

(b) determining positions, specification of pogtion, rates of saary, wages, and other
monetary benefits of officid and employee of the public organization;

(©) recruitment, appointment, removd, discipline and disciplinary action, retirement,
petition process, and goped againg punishment of officia and employee of the public organization,
including methods and conditions of employment of the public organization;

(d) adminigtration and management of finance, supplies, and properties of the public

organization;

() providing of wdfare and other benefits for officid or employee of the public
organization;

() scope of powers and duties, and regulation concerning the performance of duties of
internal auditor;

(4) other powers and duties as prescribed in the establishing Royal Decree.

Section 25. The Committee shdl have the power to gppoint qudified person asits consultant in
accordance with the establishing Roya Decree and shdl have the power to appoint sub-committee to
be responsible for any consideration or misson as entrusted by the Committee.

Section 26.  The Chairman, member, consultant of the Committee and sub-committee shall

receive bonus and other benefits in accordance with the rules prescribed by the Council of Minigters.
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Section 27. There shall be a Director of the public organization, may be referred to as other
name prescribed in the establishing Roya Decree.

The Committee shal have the power to appoint and remove the Director.

Section 28. The Director shdl possess qudifications and not being under prohibitions as
prescribed in the establishing Roya Decree, and shdl be able to work full time with the public
organization.

Section 29. The Director shdl hold office for the term prescribed in the establishing Royd
Decree, but not longer than four years, and may be regppointed for not more than two consecutive
terms.

Section 30. Apart from vacating office a the expiration of the terms, the Director shdl vacate
his post upon:

(1) desth;

(2) resgnation;

(3) vacating his office in pursuance d the agreement between the Committee and the
Director;

(4) being removed by the Committee for fallure to carry out his duties, improper
conduct or incompetency;

(5) being an incompetent or quasi-incompetent person;

(6) lacking of qudifications or being under prohibitions prescribed for being the
Director.

The resolution of the Committee to remove the Director under (4) shdl be voted by not less

than two-thirds of the existing number of members of the Committee, but not including the Director.
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Section 31. The Director have the duty to administer the affairs of public organization in
accordance with the laws, objectives of the public organization, orders, regulaions, stipulations,
policies, resolutions and natifications of the Committee, and shdl be the Chief of every officid and
employee of the public organization.

The Director shdl be responsble to the Committee for the administration of the affairs of public
organization.

Section 32. The Director have the power to:

(1) recruit, appoint, promote, reduce, cut salary or wages, impose disciplinary actions
on officiads or employees of the public organization, as well as to remove officids or employees from
office, in accordance with the regulations prescribed by the Committee;

(2) lay down regulations concerning the operation of public organization, which are not
incongstent with or contrary to the rules, regulations, requirements, policies, resolutions or notifications
prescribed by the Committee.

Section 33. With respect to the outsiders, the Director shdl be representative of the public
organization. For this purpose, the Director may delegate power to any person to perform any specific
duty on his behalf, subject to the regulation prescribed by the Committee.

Section 34. The Committee shdl determine the rate of sdary and other benefits of the Director

in pursuance of the rules prescribed by the Council of Ministers,
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CHAPTER IV

Official and Worker of Public Organization

Section 35. Officids of public organization shal possess not only qudifications and not being
under prohibitions as prescribed in the establishing Roya Decree, but aso possess qudifications and not
being under prohibitions, asfollows:

(2) being of Tha nationdity;

(2) being not under eighteen years of age and not over sixty years of age;

(3) being adle to work full time for the public organization;

(4) not being Government officia or employee of Government agency, State enterprise,
other organization of State or local adminigration;

(5) not being under the prohibitions under Section 20 (4), (5) and (6).

The provisions of Section 20 paragraph two and Section 21 shadl gpply to the officid of
public organization mutatis mutandis.

Section 36. For the benefit of the administration of the public organization, the Minister having
charge and control of the execution of the establishing Roya Decree may request, upon the approva of
the Chief or employer as the case may be, any State officia to perform duty as officids or employees of
the public organization for atemporary period.

Any State officid who gets gpprova to perform duty as officid or employee of public

organization under paragraph one shal be deemed to be permitted to resign from the Government
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sarvice or from his work to perform any duty, and the period of the performance of duty in public
organization shall be counted for the purpose of the calculation of penson or other benefits of the same
kind under the same conditions as if he has devoted full time to perform his Government work, or his
work, asthe case may be.

Section 37. In the case the State official under Section 36 requests for returning to the
Government service or working at Government unit where he used to work within the approved period,
such person shdl have the right to be recruited and appointed in the position and shall receive sdary as
agreed upon the approva under Section 36.

Section 38. The works of public organization shall not subject to the enforcement of the law
concerning labour protection, the law concerning labour relation, the law concerning socid insurance,
and the law concerning monetary compensation; provided that the Director, officids and employees of
the public organization shdl receive benefits not less than those provided in the law concerning labour

protection, the law concerning socid insurance, and the law concerning monetary compensation.

CHAPTER YV

Account, Audit and Evaluation of Work of Public Organization

Section 39. The account of public organization shdl be in pursuance of the universa principles

and in accordance with the forms and rules prescribed by the Committee. In addition, there shall be the
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internd audit of finance, account and supply of public organization, including the report of audit
submitted to the Committee &t least once ayear.

There shdl be the officid of the public organization to be specificaly respongble for the internd
audit, and shdl be of directly responsble to the Committee in accordance with the Regulation
prescribed by the Committee, unless otherwise prescribed in the establishing Roya Decree.

Section 40. The public organizetion shal prepare its balance shet, financia account and
working account, and submit to the auditor within one hundred and twenty days as from the end of each
accounting yesr.

Each cycle of year, the Office of the Auditor-Generd or the outside person gppointed by the
Committee with the approva of the Office of the Auditor-Genera shdl examine and evauate the
spending of money and properties of the public organization and give comments by andyzing whether
such spending of money is in accordance with the objectives and economica, and how much it meets
the target, then reports the result of Auditing to the Committee.

Section 41. Public organization shdl, once in each year, report to the Minister having charge
and control under the establishing Royal Decree the result of its performance of duties in the passing
year together with the explaination relating to policies of the Committee, projects and plans which shall
be arranged in the future.

Section 42. For the purpose of promotion of efficiency of the performance of duties of public
organization by providing it the autonomy to perform its duties appropriately under supervison and with
the clear target, the public organization shall subject to the evauation system of the public organization

as prescribed by the Council of Minigters, except otherwise provided in the establishing Roya Decree.

87



CHAPTER VI
Supervision

Section 43. The Minister having charge and control of the execution of the establishing Royal
Decree of any public organization shdl have the power and duty to supervise the consstency of the
performance of duties of such public organization with the laws, objectives of the establishment of the
public organization, Government policies and Resolutions of the Council of Ministers concerning such
public organization. In this connection, the Minister shal have the power to order the public
organization to explain, give comments, or prepare report, or to cease its act which is contrary to its
objectives of the establishment of such public organization, Government policies, or Resolutions of the
Council of Minigters concerning such public organization, including to investigate the fact concerning its

performance of duties.

CHAPTER VII

Abolition

Section 44. Public organization shall be abolished upon any of the following cases:
(1) the expiration of the period of performance of its duties prescribed in the establishing

Roya Decree;
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(2) the completeness of performance of its duties under the objectives prescribed in the
establishing Royd Decree, and the Minister having charge and control of the execution of the said Roya
Decree establishing public organization has dready announced the abalition of its operdtion in the
Government Gazette;

(3) apat from (1) and (2), whenever the Government is of the opinion that it is
appropriate to abolish the public organization, aroya decree for abolition shal be issues theresfter.

The public organization shdl continuoudy maintain its status of juristic person for the
period aslong asit is necessary for the proceeding under section 45.

Section 45. Properties of public organization are State properties. When public organization is
abolished, there shdl be the officia to ingpect its properties and to liquidate its business, including to
transfer or to dispose of the remaining properties and to ded with its personnel in accordance with the

rules, procedure and conditions prescribed by the Council of Ministers.
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APPENDIX B

PROPOSED REGULATIONS UNDER THE ACT RELATED TO HOSPITAL AUTONOMY

(Draft)
Royal Decree
establishing......... Hospital

B.E......

Wheressiit is expedient to establish........ Hospitd in form of a public organization;
By virtue of Section 221 of the Condtitution of the Kingdom of Thailand and Section 5 of the

Public Organization Act, B.E.2542, a Roya Decreeis hereby enacted, asfollows::

Section 1 This Roya Decree shall be called the “ Roya Decree Egtablishing ......... Hospitd, B.

Section 2 This Roya Decree shal come into force as and from the day following the dete of its
publication in the Government Gazette.
Section 3 In thisRoya Decree,
“Hospital” means.......... Hospitd ;

“Governing Committes’ means Governing Committeeof ........... Hogpitd;
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“Director” means Director of ....... Hospitd;

“Minigter” means Minister who shdl take charge of this Royd Decree.

Section 4 The Minister of Public Hedth shall take charge and control of the execution of this
Royd Decree and shdl be empowered to issue announcements for the execution of this Roya Decree.

The Announcement under paragrgph 1 shdl come into force when it is published in the

Government Gazette.
CHAPTER1
Establishment , Capital and Reserve Fund
Section 5 An public organization shal be established and caled “........... Hospital
Section 6 ............ Hospita is a State agency and it is under control of the Ministry of Public

Heath; its head officeisStuatedin .............

Section 7 The Hospita has its objectives, as the following:

(1) to render curative care services up to general standard of medical profession of the Ministry
of Public Hedlth;

(2) to proceed prevertive care and to promote and support public health services under the
government policy;

(3) to proceed other activities according to policy of government and needs of the community;

The activities carrying out under the first paragraph shdl not, in principle, seek for profits.
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Section 8 The Hospitd is empowered to carry out any activities within the scope of its
objectives under Section 7, and such power shdl include:

(1) to hold ownership, possessory rights, or other red rights, to build, buy, provide, sl,
expose, let, lease, hire-purchase, borrow, lend, pledge, mortgage, exchange, transfer, accept transfer,
or to carry out any transactions concerning with property, both insde and outside the Kingdom, and to
accept property donated;

(2) to manage to have accessories and equipments for medica services and public hedlth;

(3) to determine due, charge and service charge for patient trestments, medical and public
hedlth services within the gppropriate range determined by the Ministry of Public Hedlth;

(4) to ask for aloan or to borrow money;

(5) to issue bonds or any instruments for carrying on its works,

(6) to hold shares or enter into partnership or join with others for development of its services,

(7) to hire or entrust to any person to do any part of the jobs of the Hospital or other works for
benefits of the Hospitdl;

(8) to do dl works relating to achievement of its objectives.

Section 9 Capitd and asset for running the Hospital shall consst of :

(1) money and asset transferred under Section 10 of the Public Organization Act,B.E.2542;

(2) money paid by the Government at the outset;

(3) block grant annudly budgeted by the Government;

(4) due, charge and service charge;

(5)money and property donated by donor;

(6) income or any benefits of the Hospital derived from asset of the Hospitd;
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(7) money or property devolved to the Hospital.

Section 10 The block grant budgeted to the Hospita under section 9 (3) shdl be directly
budgeted under suggestion of the Minister of Public Hedlth up to the sum which shdl be sufficient for dl
necessary expenses to carry out al duties assgned by the Government.

If the income budgeted under the first paragraph is not enough for necessity to run the Hospital
or to build a new building or to buy any materias or equipments which are important for render medica
sarvices and the Hospital is not able to get from other sources, the Government shall dlocate additional
budget as it needs.

Section 11 The Hospitd shdl st asde a sum of money not less than twenty percent of its
resdue after al expensesistaken out into reserve fund which shal be eermarked for shortage of money,
for expanson of the Hospitd and for other purposes as the Governing Committee considered
appropriate.

The reserve fund under the firgt paragraph shdl be used only when it is gpproved by the

Governing Committee.

CHAPTER 2

Governing Committee

Section 12 There shdl be agoverning committee which congsts of following:
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(1) three members from government sector which are a representative appointed by the
Secretary Genera of Minigtry of Public Health, Provincid Chief Medical Officer or representative and
an officer from other government unit in that province appointed by the governor of such province;

(2) three members from the community which shal be sdlected from the community where the
hospital is located,

(3) four expert members which shdl be sdected from ones who have knowledge and
experiencesin the area of public health, management, finance, accounting, law, or other related aress,

The chairman of Governing Committee shal be eected by al members from the membersin (2)
and (3).

The Director shdl be member and secretary of the Governing Committee,

Section 13 In the process of salecting persons to be gppointed as members of the Governing
Committee under Section 12(2) and (3), the Governing Committee shal gppoint a committee conssting
of not less than three but not more than five members.

To condder the gppointment of the Selecting Committee, the Governing Committee shall select
qualified persons to be gppointed as members of the Sdlecting Committee and then shdl post the list of
the said persons in the Hospital and other places, that it can be easly seen, for a period not less than
fifteen days.

Any person, who is desirous of objecting any person(s) selected under the paragraph two, shall
make an objection to the Permanent Secretary of Minidry of Public Hedlth in writing together with
reasons to object through the Governing Committee within the period of time prescribed in the
paragraph two.

The ruling of the Permanent Secretary of Minigtry of Public Hedth shal befind.
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Section 14 The Charman of the Governing Committee shal submit the list the Governing
Committee which has been selected to the Minister in order to propose to the Council of Minigters to
be appointed.

Section 15 The Governing Committee shdl have powers and duties, beyond what stated in
Section 24 of the Public Organization Act, B.E.2542, asfollows,

(1) to determine policy, roles and direction of hospital development to be in line with the change
of hedth system;

(2) to gpprove plans, projects and annual budget of the Hospitd;

(3) to control and supervise the operations of the Hospital and give advice to the management
of the Hospitd;

(4) to establish regulation concerning selection of director, work performance of director and
assignment of work to the other to act on his behdf;

(5) to establish regulation concerning the meeting of Governing Committee and Subcommittee;

(6) to establish regulation concerning work performance of each group of officer and services
rendered to each group of patientsin the Hospitd;

(7) to establish regulation concerning meseting alowance and other benefit in return;

(8) to appoint and vacate the Director;

(9) to gpprove the gppointment, remova and vacation of officer in management leve;

(10) to consider gppedls and grievances of officer of the Hospitd;

(112) to determine rate of fee and charge for services rendered in the Hospitd;

(12) to co-operate with other government agencies,
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(13) to perform other duties as assgned by the Supportive Committee.

To perform duties of the Governing Committee under the first paragraph, the Governing
Committee may assign a member or sub-committee to act on his behdf, and then report to the
Committee theresfter.

Section 16 The Governing Committee shal have qudifications, not only what stated in Section
20 of the Public Organization Act, B.E.2542, but dso the following qudifications:

(1) members who are representatives of government sector shal be in the position not less than
Leved 8 or equivaent,

(2) members who are representatives of community shal not be less than twenty five years of
age, but not more than saventy years of age; and each of these members shdl have domicile in that
community not less than two years,

(3) expert members shall hold at least bachelor degree and shal not be more than seventy years
of age.

Section 17 The Governing Committee under Section 12(2) and (3) shdl hold office for the term
of four years.

Section 18 The Governing Committee is empowered to gppoint experts as advisors of the
committee and to gppoint sub-committee to consider or perform any duties as assigned by the
Committee.

CHAPTER 3

Management and Execution
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Section 19 There shdl be a director sdlected by the Governing Committee from one who has
experiences in management of organization as determined by the Governing Committee, but the
experiences earned should not less than three years.

The Charman of Govering Committee, on behdf of the Governing Committee, shal enter into
contract to hire adirector of the Hospita for the term not more than three years for each contract.

Section 20 The Director shal have powers and duties in generd management of hospitd, as
long as he actsin pursuance of rules, regulations or resolutions of the Governing Committee.

Under the rules or regulations relating to work performance laid down by the Governing
Committeg, if there are any statements limiting the Director’s powers to enter into certain juristic acts,
such rules or regulations shal be published in the Government Gazette.

Section 21 Whenever the Director may not perform his duties or position of director is vacant
and the appointment of director has not been done, the Governing Committee shal appoint an officer as
acting director.

The acting director shdl have the same powers and duties as that of the Director, except the
powers and duties of the Director as the member of Governing Committee.

Section 22 Whenever the Hospital proposes any matters to the Council of Ministers, it has to
submit to the Permanent Secretary of Ministry of Public Health in order to proceed to the Council of
Minigers,.

Section 23 There shall be three types of officer in the Hospitdl, as the following:

(2) full time officer

(2) part-time officer

(3) temporary officer
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Theterm of contract to hire any officer shall not more than four years.

Section 24 The rights of patient set forth by the Minister shal not be infringed in the course of

hospital management.

CHAPTER 4

Wdfare

Section 25 The officer under section 23(1) shdl be entitled to receive the royad decoration as
well asthat of civil service

The Principle of eguation of pogtions between the two systems shdl be in pursuance of the
Regulation of the Officer of Priminister concerning Roya Decoration.

Section 26 Each type of officer shall be entitled to welfare under the regulations st forth by the

Governing Committee, however, it shdl not be less than that of the Civil Service.

CHAPTER 5

Control, Examination and Evaluation

Section 27 the control, examination and evauation of the Hospital shall be complied with the

regulations and methods set forth in the ministeria regulations.
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The Hospitd shdl report its annua operation to  the Minister for examination and evaluation
every year and summarize the annud report in order to announce to the public by posting in public

places in the community.

Transitional Provision

Section 28 The director of........ Hospital who holds the post of Director on the day this Roya
Decree on the day this Roya Decree comes into force shal be the Director untill the gppointment of the
Director in pursuance of Section 19 take place.

Section 29 At the outset, the members of Governing Committee under Section 12(1) and the
Director shal gppoint the the Sdecting Committee to sdect the member of Governing Committee under
Section 12(2) and (3) from the persons who hold the qudifications under Section 16.

Section 30 The civil servant or employee of the ....... Hospita, who is desirous of being an
officer in the Hospitad, shdl submit a letter of intent to be an officer to the Director within ......... days
commencing from the date this Roya Decree comesinto force.

For those civil servants or employees of the ....... Hospita, who is desirous of being officer for
certain period of probation under section 36 of the Public Organization Act, B.E.2542, shdl maintain
datus of civil servant or employee of government; the Director shdl present the list of names of such
persons through the Minisgtry of Public Hedlth for gpprova of the Coucil of Minigters in order to work
temporarily in the Hospitd,, but not longer than four years.

Section 31 The civil servants and employeesof ........ Hospitd, who is not desivious of working

in the Hospita, shdl be transferred to work in other hospitals nearby or in other government units as
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appropriate. However the Permanent Secretary of Minisiry of Public Hedlth or his assgnee may order
these civil servants and employees to work temporarily in the Hospitd.
The Director shdl have power to command dl civil servants and employees, who are ordered

to work in the Hospitd, as well asthe power stated in the law concerning civil service adminigtration.

Section 32 The government shdl alocate the budget as capitd at the outset by calculating from
the sums of money from dl types of welfare which the civil servants and employees entitled to recaive if
they gill work with the government until the retire, except medica wefare, in order that the Hospitd
shal be able to bring this amount of budget to pay as wdfare under Section 38 of the Public
Organization Act, B.E.2542 in the future.

Section 33 The civil servants and employees under Section 30 paragraph two shal 4ill recaive
medica welfare under the Roya Decree concerning Medicd Wedfare of Civil Service.

Section 34 The government shall alocation the budget as capitd a the outset by calculating
from the sums of penson which al civil servants shal recave after retire until they die. The period of
time to be used to caculate the penson is the average age of the Thai citizen. The Hospital shdl bring
this sum of money to be a part of fund in new penson system for those civil servants who become
officers of the Hospitd.

Countersigned by:

Prime Miniger
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March 31,1999
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APPENDIX C

SPECIFICATIONS FOR AUTONOMOUS HOSPITAL ACCOUNTING SYSTEMS

Modulesin an Accounting System

Genera Ledger

Chart of Accounts:

Generd Ledger:
The system should list al balance sheet and statement of income accounts (broken into
Revenue and Expense accounts).

Trid Bdance:
The system should maintain and provide information on debit and credit balances for the
various accounts, and prepare and print the T/B for management review as needed.

When period closes, the remaining balances are carried forward as opening balances.

Statement of Income (P& L Statement):
Results of operations (net income) for a given period.

Baance Sheets:
Financial position of the concern -- comparative baance sheets (one reporting period to
another) and common-size balance sheets (Percentage of each account to the totd in a
particular account category) for management.

Rétio Andyss
The system should generate selected ratio statitics.

Government Authorities Reporting:

Bank and Cash Book - the system should have a Cash Book Fecility, which should contain the
following features:

1)
2)

3
4)
5
6)

Outstanding Chegues - those received yet have not been cleared (remain outstanding).

Cheque Reconciliation - enters cheques (receipts) cleared by bank, verifies amount paid and clears it
from outstanding cheques lit.

Cheque Register - show cheques written by cheque number, including the payee, amounts etc.
Process Manually prepared cheques, as well as print cheques for selelected invoices

Flag voided or cancelled cheques.

Reconciliation Audit Report - the system should balance total cheques (receipts) appearing on bank
statement with total cheques cleared from the outstanding cheques list. After cheque reconciliation,
the system should print an updated list of al cheques then remaining outstanding.
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7) The system should have afacility for lodgements in trangit.
8) The system should ded with Foreign Currency Receipts by providing information required by the
Government Authorities.

Petty Cash
The system should have a Petty Cash Facility.

I nvoices and Accounts Receivable

1) The system should show al obligations owed to the organization from sales on credit. Thisinformation
should come from the invoices written by the organization and payments made against these invoices.

2) The system should have a Debtors Ledger (Accounts Receivable) with the accounts used in the
organization’s accounting system.

3) The system should accurately reflect payments received by the organization from customers.

4) Payments are posted to the accounts in the ledger.

5) The system should have the ability to:

a) Create and maintain Customer Master File.
b) Processhillings - posting of payments received.
c) Generate aging of accounts receivable.

d) Provide audit trail of accounts receivable transactions since last system update.
6) The system should dso have the ability to:

a) Review Open Transactions -- those not paid.

b) Add and Delete new accounts.

¢) Peform on-line inquiry in order to determine current status of debtors accounts and review of
payments received.

d) Provide Control Reports

€) Provide Sdes Andyss Information.

f) Generate management information reports specified by the operator.

Billsand Accounts Payable

The Accounts Payable System should quickly and accurately record ligbilities incurred for merchandise,
equipment, or other goods/services incurred in running the organization that have been purchased on
account. The system should:

1) Maintain current payables records through on-line automatic posting of transactions to the financia
reporting (or genera ledger) module. -- Provides access to up-to-date information on bills and vendors.
2) Contain the following typical festures:
a) Vendor Magter File- files of current vendors.
b) Bills Regigter File- list of current invoices which are outstanding and payable.
¢) Payment discount dates - the dates by which the payment must be made in order to take
advantage of discounts.
d) Cheque Regiger File - monitor caculation and printing of bank cheques for payments of
previoudy sdlected invoices.
€) Accounts Payable Aging Report - Vendor number; vendor name; invoice number; and invoice
date.
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f) Vendor Status Report -- Summary Accounts Payable Information for each vendor.

g Vendor Activity Report -- gross amounts invoiced, discounts taken, number of invoices, and
other vendor data.

h) Monthly Cheque Register -- hard copy of audit trail of payments made to vendors.

Point of Sale

Point of sale is quite an advanced module in the computerization process. At a paying point (cash
register) a cash register or computer can be programmed to record what is being purchased, read the
prices off the inventory module, and automatically update the inventory module.

It is not usualy included with standard accounting systems. It can usudly be purchased from a third-
party vendor, together with point of sale bar-code readers, printers and even cashills.

The advantages are automatic maintenance of stock levels, and speed in processing purchases (usudly
using bar codes). If your organization thinks it might ever need a Point-of-Sde system, it should be
ascertained whether the selected accounting system can interface with agood point of sde system.

Stock Control

Whether or not you use a stock control module will depend on how complex your control of stocks
needs to be. Computerized stock systems will require a computer in the main store (and subsidiary
gtores, like the pharmacy). So the stores will have to be on a network, or can possibly use a stand-
aone stock system, which will not integrate with the other accounting modules.

In some cases, asmple manua card-system will suffice. In larger organizations, the main store might be
computerized, as well as the pharmacy and other subsidiary stores.

The Stock Control / Inventory Module should include as a minimum the following five important factors.

1) Inventory Status -- how much of each itemsisin the current inventory based on a Perpetua Inventory
System, e.g., arunning balance of quantities of issued and stored items.

2) Inventory Variance -- differences between physical inventory and the running (perpetual) balance
maintained by the computer system. The system should produce an Inventory Variance Report.

3) Inventory Vauation -- vauation of itemsin inventory. The system should determine the cost of goods
and/or replacement costs of items in inventory.

4) Inventory Re-ordering — based on minimum stock levels, issue rates, ordering time and stock levels,
the system should report on which items need to be reordered, and the quantities that should be
ordered.

5 Inventory Usage Reporting — the system should report on the quantities of items issued, broken down
by issue point (whether another internal unit like a pharmacy, a clinic, or end patient numbers).

Drug Expiry Dates
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Mogt standard small-end accounting systems stock modules do not include the ability to track expiry
dates on the inventory. Namely, a condom is a condom. As most family planning supplies have expiry
dates, the need for tracking expiry dates needs to be considered.

Thereisahigh cost involved with tracking expiry dates. If you want to track expiry dates, this means.

1) Whenever you receive items, you will have to enter the quantities received into the system with expiry
dates.

2) Whenever you issue or sdll items, you will have to enter the quantities issued with expiry dates.

3) You will have to spend a great deal of money to purchase a good stock module that will let you track
expiry dates.

The benefit of tracking by expiry dates is that the sysem will be able to tdl you a any point in time
exactly how much of each item you have in stock and when it will expire. For large warehouses, this
information can help prevent wastage due to over-stocking and expiration.

Purchasing

The Purchasing Module should enhance management's control over purchase ordering and receiving
practices. Important factors are:

1) The Purchase Order File should be organized by vendor and Purchase Order Number. It should
automatically generate purchase orders based on inventory data and/or projected sales forecast data.

2) The system should establish the Minimum Quantity, and, when inventory gets to that point, an order
should automaticaly be prepared in the quantities established by Management, based on:

3) the established Minimum/Maximum Order quantities,

4) the established Maximum Quantity -- the point above which the quantity on-hand should not rise,

5) the established Usage Rate -- the rate at which purchase units are used

6) Lead Time Quantity -- the anticipated number of purchase units withdrawn from inventory between
the time an order is placed and time it is delivered.

7) Caculate and establish Order Point -- that point where when number of purchased units in inventory
equds lead time quantity plus (+) safety factor (the point below which you do not want to fall by the
time the order is received).

8) When shipments are received, the amounts (quantities of inventory items received) are input into the
computer and applied against open Purchase Orders. The inventory files (on-hand) are then updated
by the computer (e.g. added to the perpetua inventory).

9) Vauation: Inventory is re-valued based on new levels.

Budgeting

There may be a Budgeting Module for the Operations Budget, the Cash Budget and/or the Capital
Budgets.

1) Operations Budget -- this includes: management's plans for generating revenue and incurring
expenditures for a given accounting period; operations budgets for various departments, operations
budgets for support centres.
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2) Cash Budget -- this reflects estimated cash receipts and cash disbursements for a given accounting
period. If estimated cash receipts and beginning cash (estimated available cash) are not adequate to
cover projected cash disbursements, then management should be advised. The system may show
excess cash, in which case the excess cash may be invested in short term notes to increase revenue.

3) Capital Budget -- this the combination of Operations Budget and Cash Budget. If Operations Budget
shows sales will increase beyond present equipment, then one can look in Cash Budget to determine if
cash is available to make a capita investment.

Payrall

The payroll syssem should meet the statutory requirements of the country of operation for hourly and
sdaried personnd. As such, the payroll systems that come with integrated accounting systems written in
the USA or UK, are usualy ingppropriate to the organization’s needs. Therefore, organizations usualy
purchase a separate system for payroll. The payroll syslem should provide the full range of statutory
reports including:

1) Payroll and Personnd reports

2) Withholdings and Taxes reports

3) Contributions to pensions, national socid security schemes
4) Staff Loans

5) Time Accounting reports.
Note concer ning the integration of payroll and other accounting modules:

It is not necessary that the payroll interfaces directly with the other accounting modules. However, the
procedures which are used in transferring data from the payroll to the accounts system should be spelled
out. (This normaly involves entering monthly totals for gross wages, taxes, contributions, ec. into the
generd ledger).

Fixed Assets M odule

The Fixed Assets Module should handle data related to depreciation expense (reported on income
satement) and accumulated depreciation expense (reported on balance sheet). It should include the
organization’s property and equipment which has a useful life of is more than one year. This would
include: buildings; furnishings and equipment; vehicles, computers, etc.

It should alow for the following:

1) Cost of Fixed Asset -- Purchase (construction) cost + freight + installation.

2) Edtimated Useful Life -- the period of time the item is expected to be used in generating income.
3) Edtimated Salvage Vaue -- the estimated market value at the end of item's useful life.

4) Tota Cost minus Estimated Salvage Vaue equals Amount subject to Depreciation.

5) Depreciation schedules subject to the allowable amounts in the country of use.

Advanced Financial Analysis
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For those who want to know the nitty gritty of their projects.
Criteriafor Accounting Software Selection

General System Capabilities

Multi-User Capability — including s multaneous access?

Isit atrue Multi-Currency System?

Ability to handle organization’s future needs

Ability to handle organization’s number of transactions.

Ability to use your countries settings for date formetting, currency,
number formatting, etc.

Y ear 2000 compliance?

Account |dentification

Ability to accept your chart of account coding structure

Ability to accept your account sub-classfications/ andyses

Limit to number of accounts and account sub-classifications.

Ability to provide detailed analyses by donor, projects, clinics etc

System M ethodologies

Are entriesimmediately posted into the ledgers upon entry (less security
and contral), or are they entered into a temporary state, and then
posted in batches after checking (more control)?

Can previous entries be modified, or do they need to be changed
through adjustment entries?

Does the sysem ‘close accounting periods, and not dlow
modifications to closed periods, or does the whole system reman
‘open’ for modifications?

Integration with Other Systems

Ability to import / export data — does the system just alow import /
export of lists (e.g: chart of accounts, vendor lists, etc) or does it alow
you to import / export accounting transactions?

User Interface

User-friendly interface

Cusgtomizable interface (The ability to customize the input screens to
remove superfluous fields of data and add user-defined fields)

On-line help and context-sengitive help.

Interactive tutoria

Sysem manud

Reporting

Ability to see reports on screen, and then redirect them to a printer or
to an export file,

Ability to drill-down on reportsto see line item detall.

User customizable reporting — the ability to change reporting dates,
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reporting bresks, columns on reports, etc.

Ability to provide information / reports based on certain variables or
criteria (e.g. seminar cost in acertain areg, total cogs of Clinic A only)

Graphica depiction of certain reports.

Ability to customize printed reports, especidly statements, invoices, €etc.

Security

Password protection for general system access and for specific
‘sengtive system functions.

Audit trail

Training

How much training is included with the system

Does the training just teach how to use the system in generd, or is the
traning combined with implementation, so that by the end of training,
the organization will be up-and-running with their own accounts?

Is there any training for management provided — interpretation of
reports.

Support

Can you get immediate telephone / on-gte support with the system?
What is the extra charge for this support? Support on the Web?

Is the support company an established company that is likely to be in
busness for the next 5 years? Posshility of support by another

company?

How many gaff in the support company know the system? How long
have they worked in the company?

Licensing

Are you purchasing the ownership of the system (including the ability to
modify the source code, and distribute the system to other Stes in your

organization), or are you just buying a license to use the system on a
sngle computer ingdlation? Is supplier willing to gppoint an escrow
agent to hold the source code?

Do you have to pay an annual license fee to keep using the software?
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APPENDIX D

OPTIONS FOR FORMULAE OR BLOCK GRANT ALLOCATIONS

Formulafor block grant alocations to provinces should follow the objectives to be achieved.

Transfer Name Description

Exiging cost reimbursement Cog rembursement on the bads of Ministry of Public
Hedth fee schedule, case mix, and number of services
ddivered.

Formula grant Size of capitation grant varies with determinants (poverty

and age) of use and cost; municipdities are prohibited from
reducing their current levels of finance.

Formula grant with  minimum
expenditure mandate

Same as aove except it mandates some minimum
expenditure per beneficiary.

Open-ended  variadble matching
grand

Size of central government grant varies directly with hospita
finance, with the maching rate determined by fiscd

capacity.

Open ended variadble matching
grant with minimum expenditure
mandate

Same as above with the addition of a mandate that
expenditures per capita not be less than the existing nationa
average.

There are recommended principles to be followed in grant design and in the grant process.

1 Capacity. Lack of capacity is one factor likely to inhibit the process of hospita autonomy.
MOPH as well as locad adminigtrative and system capacity for service contracting and contract
monitoring, revenue collection, monitoring and evauation and reporting needs to be devel oped.

2. Objectives: The MOPH should be clear on the objectives for decentrdizing the financing of
hospitds and in particular, the use of grants and other resource transfers. Clear and specific
rules for what resources an autonomous hospital can spend, clear guidelines on what revenue
authority they have,, trangparent formulae for intergovernmental grant funding, and the proper
resructuring and training of MOPH and hospitad gal will be needed in line with new

assgnments are needed.

3. Grant or resource transfer design: The objective to be achieved should dictate the transfer

design

4. Smplicity: Smple grant design is more trangparent and preferred to one that is complex
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Incentives: Incorporating incentives into grant design is preferable to using the “stick” gpproach
where centrad government mandates certain activities. This gpproach is equaly effective and will
interfere less with grantee autonomy;

Conditionality. Conditiondity in the form of ather minimum expenditure mandates or
maintenance of expenditure requirements is needed to prevent grant recipients from reducing
their effortsin key service areas including primary hedth care.

Own revenue generating capacity: The MOPH or Budget Bureau can best leverage the effect
of trandfers on total expenditures by including some measure of the hospita’ s revenue generating
cgpacity in the grant formula thereby providing incentive to collect and spend on high priority
programs.

110



APPENDIX E

A STRATEGIC FRAMEWORK TO DEVELOP EFFECTIVE CONTRACTING OF HEALTH

SERVICES *

1) Which service or components of a service qudify for contracting out?
2) Why may contracting be justified given the strategic objectives and resource position of autonomous
hospitas?

a)

Is the service to be contracted in line with policies and strategic objectives of the hedth sysem?

b) Can the contractor clearly provide a amilar or higher quaity service at lower cost than the

d)

autonomous hospital?

i) Doesthe autonmous hospital know its own production costs and quality?

i) What efficiency advantage might contractors have, e.g., expertise, economies of scale,
technology, release from hospitd adminigrative congtraints?

i) Have full costs been taken into account in the comparison; i.e., do they include hospita
production costs such as services provided by other departments; have both contract and
price and transaction costs been included?

Does the contractor fill a gap faced by the autonomous hospital in sKkills, capacity or resources?

i) Isthe gap dueto deficitsin ills, capacity, or lack of capital resources?

ii) Isthe gap regarded astemporary or permanent?

lii) If temporary, can you ensure that the hospital will develop skills or capacities in the long
term, preventing entrenchment of the gap?

iv) Doesthe contract include mechanisms to ensure skills transfer from contractor to hospital?

v) If the contract would be with exigting services.

(1) Does the hospital have the capacity to provide service directly, and if not, can this be
devel oped?

(2) What arethe tota costs (capital and recurrent) of bringing the service back “in house’?

(3) What potentia for significant service disruption exits in bringing the service back into the
hospitd ?

(4) What are the potentia consequences of failing to contract with providers at dl or more
effectively?

Is the service to be contracted out regarded as peripheral to the core competencies and

objectives of the hospital?

i) Will contracting out alow the hospita to focus more on its core activities?

i) Will contracting out alow the hospitd to focus its efforts and energies on more urgent
priorities?

lii) Isthissrategy a permanent or temporary messure?

2 USAID Regional Economic Development Service Office for East and Southern Africa and University of the
Witwatersrand, Proceedings of the Health Services Contracting Workshop Johannesburg, South Africa September,

1997
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Iv) Could contracting out reduce flexibility to reallocate resources or re-prioritize services a a
later stage?

3) Iscontracting out feasible and what are the obstacles to effective contracting?

a)

b)

c)
d)

Does the hospital have adequate capacity in terms of skills and systems to:

i) Develop adrategy around contracting?

ii) Collect information to inform contract design, including andyss of economic benefits of
contracts?

iii) Set objectives of the contract in line with health sector priorities and needs?

iv) Desgn and specify components of the contract (coordinated lega and hedth planning
exercise)?

V) Manage tendering processes and/or negotiate the contract?

vi) Monitor the contract?

vii) Enforce sanctions for poor performance?

viii) If capacity is inadegquate, can assstance be obtained from esewhere in government or
outside technical advisors, or how could capecity be built?

Are sufficient financid resources avalable for funding the contract so that it will function

effectively?

Are there qualified contractors cgpable of fulfilling the contract specifications?

Are there sufficient contractors to alow for competition between contractors?

i) If thereislimited competition, can the hospitd ill ensure a good price, and avoid long term
dependency on the contractor?

i) How?

Is contracting out politically feasble?

i)  What isthe attitude of workers at ingtitutional level and of trade unions to the contract?

i) What isthe attitude of the loca community to the contract?

iii) Whet isthe attitude of politicians?

iv) What are the attitudes of key donors?

Do any laws or regulations make contracting difficult or unworkable?

i) Aretendering procedures adequate for effective contracting?

ii) What other legd/regulatory obstacles might need to be addressed?
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APPENDIX F

MONITORING AND EVALUATION FRAMEWORK

Monitoring and Evaluation Framework
Hospital Autonomy in Thailand
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