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MODULE 2: A FRAMEWORK FOR IMPLEMENTATION OF DECENTRALISED  

HOSPITAL MANAGEMENT  
 

1. INTRODUCTION 

 

This document provides guidance for national and provincial departments of health on how 

to implement the policy laid out in detail in  “ A National Policy Framework on 

Decentralisation of Hospital Management”.  In using implementation guidelines the 

following points should be borne in mind: 

 

 Implementation guidelines should be read in conjunction with the policy document 

(cross references to the Policy Framework are given for particular issues but should not 

be seen as a substitute for familiarity with the whole document).  

  

 Guidelines are not prescriptive or exhaustive. They are intended to be a framework and 

checklist to help planners and managers to identify key issues. The framework and 

approaches should be adapted when necessary to match  individual provinces or 

hospitals’ priorities, resource constraints and other circumstances. 

 

Implementation of the policy of decentralised hospital management  will require that the  

National and Provincial Departments of Health act in the following areas: 

 

 Creation of Management Decentralisation Teams (MDTs) at national and provincial 

level, and other teams or individuals at lower levels, whose work is dedicated to 

implementing decentralisation. These must have adequate capacity and authority to 

drive policy development and implementation.  

  

 Development of a coherent approach to the tasks faced by each of these teams. 

  

Each MDT will develop plans of action in the areas discussed in following sections, in 

conjunction with other teams and relevant national and provincial authorities. 

 

In addition, each hospital will be required to develop and implement plans to decentralise 

management in their own institution. 

 

This document sets out various dimensions of the implementation strategy. Section 2 

examines the tasks and composition of MDTs. Section 3 suggests where designated 

management and planning capacity should be made available at lower levels of the hospital 

system.  Section 4  suggests some overall approaches which  may help MDTs and lower 

level managers to accomplish their tasks. Section 5 identifies both “core” and other 

implementation measures required at national, provincial or hospital level in various 

functional areas of hospital management such as governance, personnel management, 

finance and procurement. Section 6 suggests types of immediate intervention which will 

relieve pressing needs of hospitals to boost morale, enable them to function better, and 
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allow them to participate more effectively in the decentralisation process. Section 7 looks at 

steps to be taken by hospitals to start implementing decentralised management. Section 8 

outlines the development of a staged approach to guide decentralisation, and to provide 

targets for individual hospitals at all levels in the system. 

 

2.  THE ROLE OF MDT’S IN DRIVING THE IMPLEMENTATION PROCESS 

 

MDTs should be established in provincial and national departments of health to meet the 

following objectives and perform the following functions: 

 

2.1 Objectives of MDTs 
 

MDTs will function as planning, implementation and support units which: 

 

 provide a dedicated core of people who will be held accountable for driving the 

decentralisation process;  

 ensure that planning and managerial expertise is available for implementation; 

 ensure that a core group of individuals who have intimate knowledge of  all aspects of 

the policy are available to define and refine implementation strategies in a coordinated, 

responsive manner  that meets the needs of each province; 

 provide direct, responsive support to hospital managers at all levels; 

 can coordinate with, and provide support to, other divisions of the health system. 

 

2.2 Responsibilities of the National MDT 
 

General responsibilities. 

 

The national MDT will drive implementation of  fundamental pre-requisites for effective 

management decentralisation. The national MDT’s primary function will be to set up 

enabling frameworks within which provinces can act, and then support provinces in the 

decentralisation process. The national MDT must at all stages respond to needs and 

priorities of provincial and hospital level stakeholders. More specifically, the MDT will be 

responsible for: 

 

Formulating overall implementation plans and strategies: 

  

 developing and adapting guidelines for the decentralisation process itself; 

 developing national guidelines and frameworks for sector-wide systems to ensure 

coordination, accountability and effective audit of management performance, in areas 

such as finance, personnel and information systems; 

 setting  planning and implementation timetables and targets for national, provincial and 

hospital levels. 

  

Coordinating and communicating with all stakeholders: 

  

 creating systems and structures for effective, regular communication and coordination 

with provincial MDTs and hospital managers; 

 coordinating with other units in the DoH and other national departments; 

 consulting and communicating with labour representatives at national level. 
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Supporting provinces and hospitals:  

  

 making provision for bridging financial and technical support to provinces; 

 ensuring support for provincial MDTs in their dealings with other health authorities or 

government departments. 

  

Monitoring and evaluation and revision of implementation plans and strategies. 

 

Specific tasks in the immediate future 
 

 To create a schedule of  meetings and report backs involving national and provincial 

MDTs on specific tasks to ensure coordinated planning, sharing of experience, 

consistency with national policy and continued progress on implementation.  

  

 To communicate and coordinate with the Ministry of Public Service Administration and 

Presidential Review Commission into the Public Service, to ensure their support in 

health sector management decentralisation; 

  

 To ensure availability of funds and other resources for the implementation process; 

  

 To create national and provincial processes of legislative and regulatory change; 

  

 To ensure national level support for PHAs and hospital managers to obtain delegations 

currently held by other government departments. 

 

2.3 Responsibilities of provincial MDTs 
 

Provincial MDTs will be responsible for driving implementation within provinces, 

providing support to hospitals and re-orientating provincial departments to perform a 

support role for hospitals rather than direct line management roles. They will: 

 

Plan: 

 

 formulate detailed policies, strategies, guidelines and implementation plans appropriate 

to hospital management needs in each province;  

 ensure availability of bridging funding and other resources for implementation; 

 set  timetables and targets both for their own work and that of hospitals;  

 drive the development of appropriate management and operational systems for all 

aspects of hospital management; 

 drive any provincial legislative or regulatory change required to allow for changes in 

areas such as Hospital Boards and financial management. 

  

 Coordinate and communicate: 

  

 coordinate hospital management initiatives in each province; 

 create mechanisms of communication and consultation with hospital managers and staff 

to ensure that they understand MDT plans and expectations, and that MDTs are 

responsive to their needs; 

 coordinate with other health service initiatives eg. district implementation. 
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 ensure ongoing, efficient coordination with other MDTs. 

  

 Support: 

  

 make provision for specialist technical support for hospital managers; 

 organise training for hospital, district, regional and provincial  managers; 

 support appropriate hospital applications for: 

  funding and other resources; 

 delegations; 

 coordinate specific initiatives to meet the needs of the most seriously under-managed 

and dysfunctional hospitals. 

  

 Monitor and evaluate: 

  

 design and implement structures and systems to: 

 monitor, evaluate and revise implementation plans and strategies; 

 negotiate and monitor appropriate performance targets for hospitals. 

 

2.4 Expertise required on MDTs  
 

MDTs will need to include, or have access to, people with: 

 

 intimate knowledge of hospitals and hospital services; 

 familiarity with overall national and provincial health policies and initiatives; 

 health service planning skills; 

 hospital management experience in the current environment and, ideally, in more 

effective systems; 

 extensive knowledge of current administrative processes and procedures; 

 financial management; 

 personnel management and labour relations; 

 management systems development; 

 management training and capacity building; 

 change management. 

 

2.5 Composition and size of MDTs  
 

 MDTs must have sufficient capacity and authority to take on the large task of 

decentralising hospital management. Devotion of  significant resources to them is also 

justified by: 

 support they can provide to staff involved in more routine areas of health service 

administration, and teams involved in other areas of health service planning and 

management such as District implementation; 

 their role in developing policies and plans of relevance to overall public sector 

reform. 

 

 MDTs should each have: 

 a core membership of  at least 5 skilled people who are dedicated full-time to 

implementing decentralisation in various management areas; 
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 a coordinator responsible for overseeing its work and adequate support staff. 

  

 Part time members will be required to supplement the skills and capacity of full-time 

members. Part time members must have a stipulated proportion of their time dedicated 

to MDT work, and should be relieved of some of their other obligations. 

  

 MDTs should include a person or people with adequate rank and authority to ensure that 

MDTs can receive the cooperation of other parts of the PHA, and authorise appropriate 

MDT expenditure.  

  

 MDTs may identify individuals or set up sub-committees/task groups to tackle particular 

areas (eg. personnel and labour relations management; information systems 

development) or tasks (eg. supporting a particular group of hospitals in the 

decentralisation process). Sub-committees or task groups could draw on assistance or 

expertise from other parts of the PHA. 

  

 Capacity to staff MDTs may be created by: 

 rationalising and delegating the work currently done by senior officials; 

 obtaining officials on secondment  from other government departments; 

 contracting private sector experts. 

  

 In many cases it may be most efficient for secondments and contracted experts to be 

shared between provinces.  

  

 2.6 MDT budgets. 
  

 Specific budgets will be required to meet staffing and other recurrent costs of MDTs, 

including costs of contracting in expertise where it is not available internally. 

 

 

 

3.  CAPACITY FOR IMPLEMENTATION AT REGIONAL, DISTRICT AND 

HOSPITAL LEVEL 
 

Individuals must be identified in regions, individual hospitals, hospital groups or districts 

who are responsible for: 

 

 liaising with MDTs and ensuring that they are informed of hospital circumstances and 

plans; 

 coordinating decentralised management implementation in their geographical area or 

institutions. 

 

Allocation of tasks to these individuals in the short term must take into account capacity 

constraints in the services in which they operate. However, it will be crucial to have 

capacity at these levels to dedicate significant amounts of  time to management  reform. 

Senior managers at smaller hospitals must be given means to obtain competent clinical and 

management staff to relieve them of clinical duties, and to allow them to delegate routine 

tasks  to less senior officials.  
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4. APPROACHES TO TASKS TO BE ACCOMPLISHED BY MDTs 
 

Provincial MDTs may find it useful to consider the following issues and techniques in 

approaching their tasks.  

 

4.1 Achieving early successes 
 

MDTs will need to develop strategies to address longer term issues and devote time to fine-

tuning various aspects of decentralised hospital management. However,  they must also 

identify and implement short term interventions which provide immediate benefits to 

hospital services and management. This will boost morale and establish credibility for the 

decentralisation policy, increasing cooperation and efficiency in implementing other 

aspects of decentralisation. Possible interventions are mentioned in Section 6 below.  

 

4.2  Process issues in developing and implementing strategies 

 

The work of  MDTs must be characterised by: 

 

 Active involvement and consultation of key stakeholders (eg. hospital managers, 

communities, unions, other departments) in planning and implementation so that they 

have a sense of “ownership” in the implementation process.  

  

 Use of advice from experienced  managers in hospitals and provincial departments. In 

many situations it will be essential to consult managers outside MDTs who are likely to 

have considerably greater experience and understanding of hospital management issues 

to: 

 ensure that plans are realistic and appropriate; 

 speed the learning process of MDT members.  

   

4.3 Use of a systematic approach to planning  
 

A systematic approach to the task of implementing decentralised hospital management 

should be adopted. This should include the following steps: 

 

4.3.1  Initial situation analysis 
 

Planners should analyse the situation of their province and hospitals in relation to the policy 

proposals on decentralised management. (It may be useful to draw on the situation analysis 

framework used in  Chapter 2 of  the “ Policy Framework”).  The analysis should include 

information on: 

 

 key areas of breakdown or inefficiency in hospital services; 

 key contributors to the breakdown in particular areas (eg. lack of  management 

authority; inadequate structures, systems or capacity; inappropriate organisational 

culture); 

 present and future management capacity and other resources available to devote to the 

implementation process; 
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 key opportunities for, or constraints on, the change required. Opportunities may include 

improving existing systems or supporting and expanding existing provincial initiatives. 

Constraints may include negative attitudes of other government departments; restrictive 

provincial legislation or poor labour relations. 

 

4.3.2  Prioritising activities and initiatives 
 

Criteria for prioritisation may include: 

 

 degree to which the problem contributes to hospital inefficiency; 

 urgency and desirability as perceived by: 

 communities; 

 hospital managers and staff; 

 policy makers; 

 necessity for early action to implement the ultimate vision of decentralised hospital 

management; 

 ease or difficulty of change; 

 correct timing of initiatives to avoid frustration, delays and wasted effort. 

 

Priorities which are identified should be clarified in terms of general goals and aims, and 

specific objectives and targets. 

 

4.3.3 Appraisal of options 

 

In developing and choosing between different ways to address issues which have been  

identified as important, MDTs must consider issues such as available capacity, efficiency, 

complexity and feasibility. In particular, they should consider: 

 

 ways to coordinate with other MDTs to share capacities and develop common 

approaches to issues; 

 ways to redistribute work and eliminate unnecessary work within PHAs and hospitals to 

free up capacity for implementing decentralisation.  

 

4.3.4 Development of specific programmes and work plans 

 

Planners at all levels should develop specific plans for achieving each objective, which 

include: 

 

 clarification of the objectives of each initiative; 

 clarification of what work will be done and how it will be tackled;  

 identification of  human and financial resources required for the task; 

 identification of individuals responsible for each initiative; 

 setting of timetables to achieve targets; 

 mechanisms for ongoing monitoring of progress in achieving specific objectives,  

evaluating performance and modifying plans if necessary . 

  

Wherever appropriate, strategic and operational plans and work should be documented or 

presented in formal report backs. This will: 
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 ensure that checklists of  all aspects of an initiative have been considered; 

 provide the basis for winning outside support and funding required; 

 provide a basis on which to evaluate progress in achieving specific objectives.  

 

4.4  Approaches to delegation of authority 

 

National and provincial level authorities tend to centralise rather than delegate authority. 

Centralisation has increased markedly in recent years. This tendency  must be actively 

reversed and will require: 

 

Active creation of a new public sector organisational culture 

  

 A fundamentally new approach to management must become the norm.  

 Emphasis must be placed on allowing lower level managers to make decisions 

and then judging them, and holding them accountable, for the outcomes and 

performance resulting from their decisions.  

 Lower level officials must be informed that they should avoid unnecessary 

referral of decisions to higher authorities, and that high rates of unnecessary 

referrals will be reflected in their performance assessments. 

  

 The capabilities of lower level managers must be utilised. Many are more capable 

than central managers of making good line management decisions.  

 officials at all levels must have to clearly justify any decision to withhold a 

delegation from lower level managers; 

 where capacity is poor, central officials should be evaluated on their success in 

actively empowering  lower level managers. Lack of capacity must not become 

an excuse for not delegating; 

 the mere possibility of poor decisions or individual cases of  abuse of 

delegations should not excuse failure to delegate, or withdrawal of delegations. 

Some poor decisions are inevitable as managers “learn by doing”, and harsh 

action should be avoided unless mistakes reflect serious incompetence or are 

made in bad faith.  

  

Adoption of  good practice guidelines on delegation of authority. These should cover: 

 

 Assessment of the capability of individual managers. This should include: 

 identifying whether the individual exercised certain delegations effectively in 

the past, but had them withdrawn as part of system-wide directives; 

 initially delegating relatively minor responsibilities and seeing the results; 

 obtaining references from peers and superiors; 

 obtaining other indicators of performance eg. whether a high proportion of 

applications or recommendations to Head Office have been accepted, rejected or 

required modification in the past. 

  

 Clarification of objectives, expectations, procedures or other guidelines to be 

followed, and managerial accountability. 

  

 Ensuring availability of  technical back-up for managers, and that managers are 

comfortable with the particular delegation(s). 
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 Setting up mechanisms for communication, assessments and  reports to monitor and 

address any difficulties which may arise. 

 

Ensuring adequate flexibility in criteria attached to delegation 

 

 It will take some time to develop the full set of strategies, agreements, plans, systems 

and guidelines for decentralised management. In the interim, provincial and national 

officials must be flexible in approving initiatives to improve hospital management 

where these are well-motivated and are consistent with the overall policy. 

   

 Dedicated, efficient managers of small or isolated hospitals, which may  be unable to 

develop elaborate systems and capacity in the near future, but present relatively 

straightforward management problems,  must receive appropriate delegations allowing 

their hospitals to benefit from the decentralisation strategy.  

  

 

 

5.   IMPLEMENTATION OF CORE MEASURES AND OTHER 

DECENTRALISATION MEASURES 

 

 

Section 9.2 of the Policy Framework identifies a core package of initiatives required to 

create basic conditions for effective decentralisation of hospital management.  

 

In addition to putting core measures in place, MDTs will have to prepare more detailed 

implementation plans in other areas of hospital management set out in Chapters 4-9 of the 

Policy Framework, and its Appendices, which list appropriate delegations, changes and 

checks and balances required.  

 

The detailed implementation plans at national, provincial  and hospital levels should: 

 

 be developed in accordance with the particular priorities and circumstances prevailing 

at each level; 

 

 include both integrated strategies covering all aspects of decentralisation, and specific 

plans for particular  areas of hospital management; 

  

 consider the appropriate timing of action on all issues; 

 

 include detailed proposals for securing the necessary outside assistance and other 

resources that hospitals will require to successfully implement decentralisation. 

 

The following sections lay out, in more detail, the implementation measures which should 

be considered by provincial and national MDTs.   
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5.1  General core measures 

  

 The DoH must establish the status of the decentralised hospital management strategy as 

a lead initiative within the Public Service transformation process. 

  

 The MDTs must be established.  

  

 Transitional funding must be obtained from government and donor sources for staffing 

MDTs, and for specific projects identified by national and provincial authorities to 

address key deficiencies in areas of hospital management. 

  

 The policy and its implications must be communicated to, and discussed with, all 

service providers at all levels. This process should  be used to ensure employee 

commitment to the process by improving morale, and to orientate staff to the required 

organisational cultural transformation.  

  

 Agreement must be reached at national level on performance criteria for monitoring 

hospitals with decentralised status, and evaluating the process as a whole. These criteria 

should be communicated to all hospitals who should generate reliable baseline 

performance indicators as a matter of priority. (see Development of National 

Affordability Guidelines for Hospital Service Delivery, particularly: Appendix 15: 

Hospital Performance Indicators, Vol. 2, Hospital Strategy Project, 1996) 

 

 

5.2 Governance and accountability 

  

 Core measures 

  

 At both provincial and  national level, MDTs must drive processes to develop and 

implement: 

  

 national and provincial legislation and regulations needed to establish Hospital Boards 

and delegate appropriate powers to them; 

 the terms of reference of Boards, appointment procedures and accountability 

mechanisms between the community, the hospital, the Board, the PHA and MECs. 

  

 Other Measures 

  

Once basic core measures have been initiated and basic guidelines agreed, MDTs will be 

required to: 

  

 provide guidelines to hospitals on setting up Boards, nomination of members and 

convening meetings; 

 actively facilitate liaison with communities and other stakeholders; 

 set up accountability, appeal, reporting and other mechanisms for Boards; 

 prepare managers and create mechanisms to enable them to work effectively  with 

Boards; 

 create orientation and ongoing skills development programmes for Board members. 
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5.3  Hospital management capacity 

  

Core measures 

 

 The national MDT, in consultation with provinces, must create: 

  

 a general policy dispensation which allows provinces to establish adequate numbers 

of  management posts at hospital or hospital group level with appropriate seniority, 

remuneration, career paths and terms of employment; 

 guidelines on appropriate numbers and types of senior management and contract 

posts for the initial stages of implementation. 

  

 MDTs should conduct an audit of available management capacity and deficiencies in 

view of the skills required to meet short and longer term management needs. This will 

require close consultation with provincial, regional, district and hospital management 

and will involve: 

  

 using the Policy Framework (Section 5.6 and Chapters 5-7) to list the functions and 

skills required; 

 developing a broad strategy defining how certain skills will be provided in the short 

and longer term (eg. in-house for larger hospitals, or at hospital group, district or 

regional level for smaller hospitals); 

 a survey of hospitals and other management levels to identify available capacity and 

needs; 

 identifying priority areas for management skills development. 

 

 An audit of training programmes and programme development should be conducted at 

provincial and inter-provincial level. This will involve: 

  

 identifying existing, available management training programmes (universities, 

technicons; public service, NGO, other); 

 assessing their appropriateness to decentralised hospital management (See Policy 

Framework 5.6, 5.6.4 and Chapters 5-7); 

 ensuring appropriate modifications to courses; 

 arranging for development of new programmes; 

  

Other measures 

 

 Where capacity  is available, ensure delegation of all appropriate authority where 

adequate systems of checks and balances are available. 

  

 Where short or longer term capacity constraints are identified, provinces should 

implement measures to meet capacity requirements, including:  

 identification of strong candidates for future management roles; 

 arranging appropriate training and development for existing senior managers and 

more junior candidates, and providing financial and other  assistance to allow them 

to participate; 

 setting up mentoring systems; 



 12 

 arranging for capacity sharing by groups of hospitals; 

 arranging regular regional workshops and meetings of hospital managers which 

focus on immediate management issues, and allow managers from different 

hospitals to interact with, and learn from, colleagues and experts; 

 short term contracting of expertise to perform key roles, including assistance in 

development of in-house capacity. 

  

 Training methods and courses should be continuously evaluated and reviewed. 

 

 

5.4 Management systems 
  

Core measures 

 

 Provinces, in consultation with hospital management, must identify their own specific 

systems development needs in all aspects of management. MDTs should create 

checklists of  hospital management and operational systems in areas such as: 

  management information systems; 

  financial management and accounting; 

  human resources and industrial relations; 

  management of clinical care and the clinical process; 

  quality of care/outcome assessment; 

  diagnostic and clinical support services; 

  maintenance, transport and other support services; 

  procurement and contracting; 

  stores and stock control. 

  

 From the list, managers and provincial authorities should identify: 

  

 which systems should be prioritised; 

 alternative systems which exist or are easily available;  

 whether, in each case, revision, adaptation, computerisation, replacement or other 

action is appropriate;  

 expertise and other resources required to change particular systems; 

 which should be revised or developed at hospital, provincial or national level. 

  

National, provincial and hospital levels must then agree on: 

 

 basic specifications for new systems; 

 the appropriate level at which changes should be driven (hospital, provincial, inter-

provincial or national) and which MDTs will take responsibility for each system; 

  

Other measures 

 

 Where systems are to be revised or developed, MDTs must identify: 

 individuals or groups who will take responsibility for action steps; 

 approaches to be used and sources of expertise; 

 work targets. 

   



 13 

 Prototypes and plans for revised systems should be refined by appropriate fora of  

hospital and other managers, and then presented for implementation to appropriate 

authorities, with PHA and DoH backing. 

 

 

5.5 Management structures  

 

 MDTs must enable hospital managers to become familiar with and evaluate alternative 

management structures, and begin to develop structures such as teams, committees, 

management units and fora appropriate to decentralised management. Managers must 

emphasise: 

 general and cost-centre management; 

 participatory management. 

 

 

5.6  Personnel and staffing  
  

Core measures 

 

 The national MDT and DoH must liaise with the Ministry of Public Service 

Administration,  Presidential Review Commission and Public Service Commission as 

approaches to transforming the public service are developed. Chapter 5 and Appendix 1 

and 2 of the Policy Framework provide the basis for negotiation of a national framework 

agreement with other government departments on delegation of authority in personnel 

management. 

  

 The DoH must establish a framework agreement with trade unions on labour relations 

implications of decentralised hospital management structures and practices. PHAs must 

notify hospital managers and unions of the decentralisation policy and agreements 

reached at national level, and enter into consultation at provincial and hospital levels 

around their implementation. 

  

 The national MDT  must initiate legislative and regulatory changes which are required 

for decentralised hospital personnel management (see Policy Framework Section 6.8.6 

and Appendix 2). 

  

Other measures 

 

The national MDT will be responsible for the following measures. 

 

Policy consolidation and legislative change 

  

 Development and negotiation of  specific frameworks on policy, guidelines and other 

checks and balances on areas set out in Section 6.5 and Appendix 2 of the Policy 

Framework. This will require consultation and coordination between MDTs, national 

level personnel managers, planners and bargaining representatives, and consultation 

with PHAs and other stakeholders. After some modification, existing regulations or 

codes covering many delegations can provide basic frameworks of checks and balances 

for short term use. 
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 Coordinating with other Departments, particularly Service Commissions, to ensure that 

they are informed and responsive to new policy directions. 

   

Ensuring employee commitment to change 

  

 Ensuring ongoing national level consultation and involvement of unions in developing 

and implementing the decentralisation strategy. 

  

Systems change 

  

 Setting in motion processes to: 

  

 establish Health Sector Bargaining (See Policy Framework Section 6.7); 

 revise or replace health sector PASs to create a skills and competency based system 

which provides appropriate career paths for health workers (see Section 6.8.1); 

 implement provisions of the Labour Relations Act; 

 create or streamline other systems identified in Section 6.8.1. 

 

 

Changes to personnel and labour relations  structures 

 

 Coordinating with provinces, hospitals and employee representatives to develop 

guidelines on setting up effective intra-and extra-institutional structures for effective 

personnel and labour relations management (see Section 6.8.2). 

  

Personnel management capacity 
  

 Creating dispensations for contract posts to meet senior personnel  management 

capacity requirements; 
  

 Paying urgent attention to revising remuneration packages and career paths to retain and 

attract managers and other key staff; 

  

 Coordinating initiatives to provide appropriate training for health sector managers. 

 

 

Provincial level MDTs will be responsible for the following measures. 

 

Policy consolidation and planning 

 

 Developing appropriate provincial policies, plans and guidelines for personnel 

management decentralisation, in consultation with provincial hospital managers and 

employees, and within a national framework. 

  

 Communicating provincial priorities, concerns and strategic approaches to national and 

other provincial MDTs, to ensure coordination and effective provincial input into 

personnel policies, plans and guidelines. 

  



 15 

 Identifying key individuals in personnel management roles within the province, and 

communicating policy to them to ensure their involvement and assistance in 

implementation. 

  

 Coordinating with other Departments, particularly Service Commissions to ensure that 

they are informed and responsive to new policy directions. 

  

 Developing criteria which qualify managers to receive specific personnel management 

delegations. 

 

 Reaching agreement with national and provincial stakeholders on decentralisation 

measures which may impact on public sector employees outside the health sector. 

 

Ensuring employee commitment to change 

  

 Ensuring ongoing consultation and involvement of unions at provincial and hospital 

level in developing and implementing decentralisation of personnel management. 

  

 Personnel management systems change 

  

 Setting up or refining systems within the province for various aspects of personnel and 

labour relations management (see Policy Framework Section 6.8.1). 

  

Changes to structures 

 

 Obtaining agreement on provincial guidelines for intra- and extra-institutional 

personnel and labour relations management structures (see Section 6.8.2), and ensuring 

that these are implemented successfully. 

  

Personnel management capacity development 

  

 Appointing contract and/or permanent staff required to implement decentralised personnel 

management. 

  

 Obtaining agreement on initiatives to provide appropriate training for health sector 

managers and ensuring that managers receive training. 

  

 Creation of structures and systems of interaction between hospital, regional and 

provincial authorities to pool personnel and labour relations expertise.  

  

Delegation of personnel management authority  

  

 Ensuring that qualified hospital managers receive all appropriate personnel 

management delegations, and adapting checks and balances applied to delegations 

where these prove inadequate or inappropriate.  
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5.7 Procurement, Works and Transport 

  

Core measures 
  

 The national MDT must provide support to provincial MDTs in negotiating provincial 

level agreements with Provincial Tender Boards on delegation of authority to hospital 

level for procurement of goods within specified spending bands (see Policy Framework 

Chapter 7). 

  

 The DoH must reach agreement at national level on a new framework of relationships 

between PHAs, hospitals and the Departments of Works and Transport. Agreements 

should allow those departments and their employees reasonable time to adapt to 

changes, but must not compromise the ability of hospitals to obtain more efficient 

services in the near future.  

 

Other measures 
 

 Obtain agreement at provincial level with all stakeholders, including unions, on 

implementing recommendations set out in Chapter 7 of the Policy Framework. 

  

 Develop and distribute guidelines on various aspects of procurement functions, such as 

composition of tender committees, modified tendering procedures, specification of 

goods and services where central purchasing should be maintained, direct supply of 

goods, contracting, record keeping and reporting. These will in many cases involve 

adaptations to existing systems. 

  

 Inform hospitals about new procurement arrangements, and assist them in developing 

plans to take on new responsibilities. These should cover: 

  

 setting up appropriate structures, reporting and monitoring mechanisms; 

 identification of individuals and structures to take on delegations; 

 plans for training staff to take on new responsibilities, including processing of 

requests submitted by cost centre managers, negotiations with suppliers and 

defining contractual agreements. 

  

 Obtain cooperation of other departments in setting up mechanisms to assist hospitals 

and provincial level managers in: 

  

 developing more efficient systems of ordering and stock control; 

 obtaining information on available options from, and negotiating with, suppliers; 

 accessing technical expertise in drawing up tenders.  

  

 Create capacity and mechanisms to audit hospital procurement decisions, especially 

internal audit units in large hospitals, or at regional level for smaller ones. 

  

 Develop specific new arrangements in the areas of donor funding and information 

systems (see 7.3.5) 
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5.8  Financial management 
  

Core measures 

 

 Sufficient numbers and levels of  financial manager positions at provincial, regional and 

hospital level must be created and filled. Appointees must be given clear terms of 

reference to define their roles, and integrate their work with all areas of management 

decentralisation. (Functions and duties laid out by the Department of State Expenditure 

should be elaborated to accommodate particular hospital and PHA needs - see Policy 

Framework Section 8.3.1) 

  

 National specifications for hospital financial management systems must be agreed with 

the Department of State Expenditure and Treasury, and agreements must be reached 

with provincial Departments of Finance on a framework for implementing decentralised 

financial management within hospitals. This should include agreements on revenue 

retention by hospitals. 

  

 Amendments must be made to legislation, regulations and instructions to allow for 

implementation of new financial management arrangements. 

  

 At national and provincial level agreement must be reached on implementing budgeting 

processes for hospitals which link budgets to performance agreements.  

 

Other measures 

 

 Develop financial management systems appropriate to decentralised hospital 

management, within guidelines agreed as part of core measures.  

  

 Identify hospitals which are likely to move quickly to the “transfer payment” 

accounting framework, and those which may require more gradual, interim approaches. 

Use financial managers to develop appropriate strategies and plans for each type of 

hospital. 

  

 Develop and implement improved budget formats and processes which are more 

realistic and responsive to hospital service needs. Budgets should be linked to 

negotiated performance agreements, even if these are initially relatively simple. 

  

 Implement revenue retention mechanisms for hospitals (Section 8.3.6 and 8.4.2). 

  

 Obtain more authority for managers to vire between line items (see Section 8.3.7). 

  

 Begin a transition to cost-centred accounting (see Section 8.3.4). 

  

 Assist managers at all levels to develop skills in effective financial management, and 

provide active support to enable them to implement new approaches. 

  

 Creation of internal audit units at provincial, regional and hospital level. 
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6. GENERAL INTERVENTIONS TO RELIEVE PRESSING NEEDS OF 

HOSPITALS.  

 

At provincial and regional levels, certain short term interventions will help to establish 

credibility for the decentralisation initiative and provide immediate dividends in terms of 

hospital morale and efficiency. These actions should be orientated to meeting specific, 

urgent management needs identified by hospitals, in ways consistent with the 

decentralisation policy. Immediate interventions by MDTs could include: 

 

 Implementing systems for effective, regular communication on management 

decentralisation issues with hospital managers, and creating mechanisms to support and 

actively involve them.  

  

 Assisting hospital managers to identify clear roles, objectives, mission statements and 

service plans for their hospitals, within the decentralisation framework and within 

provincial and national health policies and plans. 

  

 Establishing which delegations have been withdrawn from individual, competent 

hospital and provincial  managers in recent years, and obtaining dispensations to 

reinstate them. New objectives, policies or guidelines which may influence the way 

some delegations are used, should be communicated to managers.  

  

 Assisting in expediting appointments of  key hospital personnel. 

  

 Assisting hospitals by creating short term exemptions from restrictions, in order to 

remedy serious breakdowns in crucial areas of hospital management and function 

including: 

 stores and supply functions; 

 Works and Transport; 

 use of vacant, funded posts to adapt staff establishments to urgent service needs; 

 procurement of personal computers and simple off-the-shelf software. 

  

 Arranging authorisation and resources for installation of proven computer systems  in 

all hospitals (eg. certain stock control systems; FMS; PERSAL). 

  

 Improving the budget development and approval processes to avoid current tendencies 

for provinces to cut and modify hospital budgets without adequate communication or 

justification.  

  

 Creating management teams for groups of hospitals to overcome management capacity 

constraints, and to allow less experienced managers to learn from more experienced 

colleagues. 

  

 Setting up regular meetings between hospital managers within regions. These should 

have specific objectives (eg. presentation of management reports, development of 

budgets, development of business plans), and enable managers to learn from each other 

and coordinate their strategies. Experts from outside the region can be used to facilitate 

these meetings and provide technical inputs. 
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 Assisting hospital managers to identify particular functions where severe backlogs exist 

in their hospital (eg. processing routine staff promotions; appointments; grievances and 

disputes; disciplinary actions), and then providing backing for them to remedy these 

problems.  

  

 

7. IMPLEMENTATION STRATEGY AT HOSPITAL LEVEL 

 

While national and provincial MDTs implement the decentralisation measures, hospitals 

must begin to prepare for implementation of decentralised management within their own 

institutions. In this task they will have to consult with and receive assistance from 

provincial MDTs and other officials at regional, district and hospital group levels. The 

primary objectives of the strategies of individual hospitals will be to develop business plans 

and capacity status and development plans. These will: 

 

 guide implementation of decentralisation in hospitals by identifying clear objectives 

and targets, and defining expectations; 

 identify hospital capacity to take on certain authorities and tasks in the decentralisation 

process; 

 be essential guides to assist in development of more detailed provincial and national 

decentralisation plans which are appropriate to hospital circumstances. 

 

7.1  Formulation of a Hospital Business Plan 

 

The hospital will prepare a detailed one-year plan, as well as a five-year plan, setting out 

the pattern and development of services and associated resource requirements for the 

hospital. The plan will be discussed and agreed with the PHA, and will cover the following 

areas: 

 

 a statement of the Mission, Vision and Core Values of the hospital; 

 definition of the role of the hospital in terms of position in the referral chain and range 

of services provided; 

 workload and capacity assumptions for the main areas of activity, defined by cost 

centre; 

 a human resources plan setting out staffing requirements for the period of the plan in 

line with services to be provided and any new management requirements; 

 an asset and capital requirement survey, describing current buildings and equipment, 

and formulation of a replacement programme; 

 income and expenditure forecasts with income divided by source of income, and 

expenditure divided into staff and non-staff recurrent, and capital expenditure; 

 a budget for the coming year linked to performance targets. 

 

 

7.2 Capacity status and development plan 
 

The hospital, in conjunction with the PHA, must produce a clear capacity status and 

development plan. This will contain: 
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 a situation analysis which clearly demonstrates available management and systems 

capacity and deficits for taking on delegations in specific areas; 

 applications to receive specific delegations in line with capacity; 

 a programme of action to develop the capacity and competencies necessary to take on 

various delegations. 

  

This status and development programme will cover the following areas: 

 

 Governance and accountability: 
  

 the proposed structure, election mechanisms and terms of reference of the Hospital 

Board; 

  

 General management: 
  

  the current organogram and desired  changes demonstrating: 

 lines of executive authority for the hospital as a whole, and for 

responsibility/cost centres; 

 key positions which need to be filled (accompanied by motivations). 

  

 Staffing and personnel management:  
  

 a staff appraisal and training needs assessment programme; 

 proposed policies and procedures (ideally agreed with the appropriate provincial 

departments) for the filling of senior posts, including that of the Chief Executive.  

 state of development of appropriate structures and systems for various functions in 

line management, and policy development in personnel eg. hiring, discipline, firing, 

performance evaluation. 

  

 Labour relations:  
  

 arrangements for the establishment of a workplace forum; 

 mechanisms for participatory management and effective communication and 

negotiation with workers; 

 development of agreed procedures on discipline, and grievance and dispute 

resolution; 

 staff backing for delegation of particular  powers. 

  

 Management capacity: 
  

 detailed identification of areas where management capacity is inadequate; 

 formulation of proposals to remedy this either by upgrading the skills of current staff 

or by attracting new capacity. 

  

 Systems development:  
  

 assessment of  capacity and deficits in hospital management and operational 

systems; 
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 a programme for addressing priority deficits in  procedures and systems, particularly 

for  financial, procurement and personnel management. 

  

 Management of clinical processes:  
  

 identification of  priority areas requiring more active management to improve 

efficiency or control costs 

 plans for development of protocols and guidelines for clinical management or other 

approaches to problems in these areas. 

  

 Mobilising commitment to change:  
  

 formulation and implementation of a communication strategy and participatory 

process to convey the aims of decentralisation to senior clinical and other hospital 

staff, referring institutions, and community organisations 

 

7. 3 Annual plans and reports on capacity status and progress 

 

As the decentralisation process proceeds, hospitals will be required to submit annual plans 

and status and capacity reports which demonstrate ability to proceed to further stages in the 

decentralisation process. These reports will also form an ongoing part of the new 

management system, and form the basis of performance agreements negotiated between 

hospitals and PHAs. 

 

 

 

8.  DEVELOPING A STAGED APPROACH TO DECENTRALISATION  

 

The decentralisation process must be tailored to meet the specific conditions of  each 

province and hospital, to ensure that all hospitals can benefit from the strategy and to 

facilitate more focused interventions and implementation strategies. To achieve this, 

decentralisation will be introduced progressively in a number of stages. A list of  

delegations will be associated with each stage. Delegations included in these lists are 

chosen to reflect levels of: 

 

 hospital-level management capacity and levels of systems development; 

 potential complexity of exercising delegations; 

 importance for overcoming urgent management problems; 

 likely timing of changes to legislation, and implementation of other prerequisites for 

granting delegations. 

 

To qualify for delegations associated with each stage, hospitals will be expected to 

demonstrate in status and progress reports that they are able to meet realistic capacity and 

performance criteria for those particular delegations. 

 

Hospitals will not be expected to meet the criteria for all delegations associated with any 

one stage simultaneously. Rather, as hospitals progressively build capacity in various areas 

of management, they will take on increased levels of authority in these areas. The pace at 

which individual hospitals proceed through the stages of decentralisation will depend on 
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the speed with which they can develop their various capacities. It will also be possible for 

hospitals to hold delegations associated with later stages before they have completed an 

earlier stage, provided that the preconditions for making any particular delegation are met. 

 

8.1 Stage “Zero”: Urgent Management Rehabilitation 
 

Hospitals which are seriously under-managed and disadvantaged at present will require 

urgent and direct interventions to help them to address pressing management problems 

before they can proceed towards more decentralised status. Each province must develop a 

programme of management rehabilitation interventions. Existing initiatives should be 

incorporated  into these programmes but should benefit from the new focus and direction, 

as well as reduced restrictions, which arise out of the decentralisation strategy.  

 

Some specific options for interventions associated with the decentralisation process can be 

found in preceding sections, particularly Section 6 above. However, many of the 

interventions associated with this stage will be basic interventions, such as attracting 

sufficient management and clinical staff. For certain hospitals, establishment of Boards 

may be an important early step in implementation which allows hospital managers to tap 

community expertise and support, and create capacity to begin to act on various problems 

in hospital management. 

 

8.2 Stage One 

 

The  first stage of the decentralisation process will allow for a large number of  delegations. 

Hospitals will request certain delegations which they consider to be priorities and which 

they feel competent to exercise. 

  

 Most of the Stage One delegations can be achieved within the framework of existing 

provincial powers and delegations of authority, and with minor adaptation of the checks 

and balances attached to delegations. 

  

 The basic prerequisite for receiving Stage One delegations will be that a  hospital 

prepares: 

 a business plan indicating clear understanding of hospital objectives, budget 

constraints and who will be held accountable; 

 a capacity assessment which indicates sufficient capacity to handle the  

delegations for which they apply. 

  

 Most hospitals will initially receive a limited number of  Stage One delegations. The 

number and type of delegations handed down will depend on the confidence and 

technical ability of PHAs to make certain delegations. More specifically, decisions to 

make particular delegations will depend on good practice guidelines (see Section 4.4 

above) and:  

  

 the quality of business plans and capacity assessments provided by hospitals, 

and the management capacity which these demonstrate; 

 the number and type of delegations for which hospitals actually apply; 

 capacity to responsibly exercise particular types of delegations, including 

previous performance in exercised certain delegations effectively; 

 capacity to handle large numbers of delegations;  
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 whether prerequisites for delegations, such as legislative change, agreement 

with hospital employees and creation of systems of checks and balances, are in 

place.  

 PHA decisions to test the competence of certain managers with a limited 

number of  delegations initially; 

 agreements between PHAs and hospitals to delineate “clusters” of priority Stage 

One delegations. This could allow an MDT, PHA or a group of hospitals to 

focus resources on developing expertise, guidelines and checks and balances for 

a limited number of delegations at any one time. 

 whether hospitals have made progress in implementing basic prerequisites such 

as establishing Boards; 

 

 Where business plans or assessments reveal deficiencies which preclude certain 

delegations, MDTs will be required to actively assist hospital management to deal with 

these problems. 

 

 At the same time as they receive delegations, hospitals should agree on plans with  

MDTs which set out approaches to developing capacity and systems in preparation for 

further delegations.  

 

 The PHA may encourage hospitals to take on certain delegations for which they have 

not specifically applied, to encourage skills development and to reduce line 

management loads at provincial level. 

 

Subject to various checks and balances (see Appendices 2-5 of  Policy Framework for 

checks and balances on specific delegations), Stage One delegations would give hospital 

managers authority over all of the following areas:  

 

Governance: 

 

 initiating measures to set up Hospital Boards.  

 

Systems: 
 

 redesigning and replacing systems according to guidelines agreed at PHA and national 

level; 

 authorising computerisation of certain management systems. 

 

Structures 
 

 creating and filling a CEO post subject to provincial ratification; 

 adjusting staff structures to move towards a cost centre system. 

 

Personnel 
 

 determining starting notches of new employees; 

 setting Rand limits for overtime duties by clinical staff; 

 creating posts, within budget; 

 abolishing vacant posts; 
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 determining contracts for contract staff, within guidelines; 

 deciding to fill posts, within budget, and advertising them; 

 short-listing, interviewing and selection of candidates by appropriate hospital 

interview committees; 

 appointing staff below top management level; 

 deciding on temporary and contract appointments; 

 specification of probation periods when competence of a candidate is not clear or they 

lack certain qualifications; 

 arranging for sessional appointments of clinical staff within budget; 

 making part-time appointments in other areas, subject to guidelines; 

 performance appraisal and meriting using standard systems, including decisions on 

whether individual employees should progress to higher notches or have increases 

withheld, and determining membership of meriting committees; 

 promotion of staff and granting special promotions on merit; 

 extending of probationary periods; 

 arranging and approving staff transfers; 

 suspension and dismissal for misconduct, subject to codes of  practice; 

 appointment in place of an employee absent without leave; 

 identification of relevant training courses, and authorisation of leave for training and 

financial assistance for trainees. 

 

Procurement 

 

 procurement out of hand to a maximum of R5 000; 

 procurement by quotation or controlled buying up to R15 000; 

 procurement through informal tender up to R150 000; 

 allowance for pre-tender meetings with suppliers, price negotiation and reduction of 

advertising period to 3 weeks; 

 ability to specify hospitals as the points of delivery for goods; 

 ability of hospitals to refuse to buy greater quantities of goods than the minimum 

requirement indicated; 

 contracting of  gardening and security services within the same spending bands; 

 contracting of minor works and transport services in areas where public services are 

very poor, within spending bands specified above; 

 holding hospital-related Works budgets within the hospital; 

 holding hospital-related Transport budget within the hospital; 

 employing hospital Transport and Works maintenance staff on hospital payroll; 

 procuring information systems subject to PHA approval; 

 holding capital equipment budgets at hospital level; 

 

Finance 

 

 designation of hospital CEO as a Programme manager; 

 appointment of hospital finance manager; 

 virement within staffing and non-staffing recurrent  budgets; 

 establishing trading accounts for revenue retention; 

 transfer of ownership of hospital buildings to health departments or hospitals and 

retention of revenue from rental letting of hospital property;  
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 creation of an internal audit departments; 

 

8.3  Subsequent Stages 
 

Each subsequent stage will encompass more comprehensive delegations as they become 

feasible through legislative and regulatory change, provincial capacity to implement 

appropriate checks and balances, and hospitals’ ability to meet somewhat stiffer criteria. 

These will ensure that they have the necessary capacity, systems and structures in place to 

take on the authority and overall workload associated with the new delegations.  

  

Delegations assigned to subsequent Stages will be defined through consultation between 

hospitals and the provincial and national MDTs in response to the circumstances of 

individual hospitals and provinces. Separate stages may be defined for each functional area 

of hospital management. Delegations assigned to later stages will be those which: 

 

 require more substantial legislative and regulatory change;  

 require considerable development of management capacity, structures and systems at 

hospital and/or provincial level;  

 represent “higher risk” delegations which have the potential to provoke more 

controversy when they are exercised; 

 

To ensure that effective community participation in hospital governance is not neglected, 

Stage Two and Three delegations will often be made contingent on having Boards which 

perform a full or intermediate range of  functions (see Policy Framework Section 4.4.3). 

 

Delegations which will be included in later stages will include: 

 

Governance 
 

 granting of intermediate and then full governance powers to Boards. 

  

Personnel 
  

 setting and advising on awards of performance bonuses for senior managers; 

 creation of customised  performance appraisal systems and related bonuses schemes for 

all staff; 

 determination of contracts for contract staff which are not covered by standard contract 

formats; 

 retrenchment or redundancy of limited numbers of staff.  

  

Procurement 
  

 increasing  procurement authority for each category of purchasing in incremental steps 

at each stage; 

 hospitals authorised to purchase goods directly from suppliers; 

 authority to choose between Department of Works and other providers for all minor 

works; 

 authority for individual hospitals to lease vehicles where this is cost effective.  
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Financial Management 
 

 virement from staff to non-staff hospital budget items; 

 virement from non-staffing to staffing budgets under certain circumstances; 

 moving into a transfer payment or equivalent accounting framework;  

 global budgeting; 

 implementing full cost centred budgeting and financial management systems; 

 delegation of financial authority to cost centre managers within hospitals; 

 retention of  revenue generated through sale of hospital assets. 

 

In addition, these later stages might include modification of guidelines and other checks 

and balances associated with earlier delegations, in order to give managers more flexibility 

in management decisions. 

  

8.4 Completion of all Stages 

 

The aim is for many hospitals to complete all stages within four to five years. 
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ANNEXURE  I   

 

RESOURCE DOCUMENTS FOR USE IN IMPLEMENTATION OF 

DECENTRALISED HOSPITAL MANAGEMENT 

 

 

A National Policy Framework on Decentralisation of Hospital Management. Vol. 3, 

Hospital Strategy Project, June 1996. (including Appendices) 

 

Development of National Affordability Guidelines for Hospital Service Delivery. Vol. 2, 

Hospital Strategy Project, June 1996. (including Appendices) 

 

Appendix 15: Hospital Performance Indicators. in Development of National Affordability 

Guidelines for Hospital Service Delivery. Vol. 2, Hospital Strategy Project, 1996) 

 

Decentralised Financial Management in Hospitals. Vol. 3, Hospital Strategy Project, 

February 1996. 

 

Community Involvement in Hospitals: key findings and recommendations. Vol. 3, Hospital 

Strategy Project, June 1996. 

 

Revenue Policy in Public Hospitals. Vol. 4, Hospital Strategy Project, June 1996. 

 

A Strategy for improved Labour Relations in Public Hospitals. Vol. 5, Hospital Strategy 

Project, June 1996. 

  
 


