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FOREWORD 

 

 

1. THE CONSULTATION PROCESS 

 

The National Policy Framework on Decentralisation of Hospital Management is the 

culmination of a process of analysis and consultation to identify and address major 

problems of under-management in public hospitals. In early November 1995, the 

Department of Health requested the Hospital Strategy Project (HSP) to formulate 

proposals for decentralised hospital management within existing public service 

structures. Specifically, the HSP was requested to cover the following areas: 

 the mechanics of decentralisation; 

 appropriate models of governance and accountability; 

 mechanisms for creating more effective management in key operational areas. 

 

In December 1995, the HSP completed a draft Position Paper on Decentralised 

Hospital Management which became the key input in an extensive consultation 

process which lasted from January to June 1996. The Position Paper was initially 

sent to a selected group of key policy-makers, but was later distributed to the 

superintendent (or equivalent) of every public hospital in the country. 

 

Over the next five months, the HSP met with the senior management teams of each 

of the provinces, as well as with senior public hospital managers - medical 

superintendents, matrons, and administrative managers - from each province. In 

addition, the HSP held a series of meetings, both formal and informal, with a variety 

of other stakeholders in the health sector. 

 

Midway through the consultation process, the HSP convened a National Workshop 

on Decentralised Hospital Management on behalf of the Department of Health. The 

workshop was held in Johannesburg on 27 and 28 February 1996 and was attended 

by representatives from the DoH and all nine PHAs, who debated all aspects of the 

Position Paper. Following the workshop there was broader consultation with 

affected groups outside the health sector. These included high level discussions with 

other government departments such as the Departments of State Expenditure, 

Finance, Transport, and Works, the Public Service Commission at national and 

provincial level, and the Ministry of Public Service Administration. There was also 

consultation with a wide range of trade unions which represent public hospital staff.  

 

The consultation process was extremely useful in identifying the most contentious 

issues in the Position Paper, raising points not previously considered, and 
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suggesting amendments and refinements to the original formulation. The intensity 

of the process is demonstrated by the fact that in the six months between writing the 

initial Position Paper and the drafting of the final policy document, the Executive 

Summary went through ten drafts, culminating in a set of policy proposals widely 

endorsed throughout the public health sector.  

 

 

2. THE STRUCTURE OF THE DOCUMENT 
 

 Chapter 1: Transforming Hospital Management, places the National Policy 

Framework on Decentralisation of Hospital Management in the context of 

national health policy and the policy framework laid out in the White Paper on 

the Transformation of the Public Service.  

  

 Chapter 2: The Need for Transformation of Hospital Management, lists the 

evidence for, and the causes of severe under-management of public hospitals.  

  

 Chapter 3: Basic Principles of the Decentralised Hospital Management 

Strategy, sets out the guiding principles underlying the proposed strategy of 

decentralised hospital management, and the framework for the more detailed 

policy proposals in later chapters. 

  

 Chapter 4: Governance and Accountability, proposes a revised system of 

governance characterised by a reduction of the role of the PHA in line 

management decisions at hospital level, a more powerful role for Hospital 

Boards, and meaningful community participation in hospital affairs. 

  

 Chapter 5: Management Structures, Systems and Capacity, sets out a revised 

vision of management structures, based on the need for general management in 

each hospital, supported by systems which function as effective management 

tools.  

  

 Chapter 6: Staffing and Personnel Management, recognises the central 

importance of personnel and labour relations management in implementing 

decentralised hospital management, and proposes a greatly increased role of 

hospital management in managing key personnel functions. 

  

 Chapter 7: Procurement, Public Works and Transport, proposes that hospital 

management take responsibility for most procurement functions at hospital level, 

and that the health-related budgets of the Department of Works and the 

Department of Transport are moved to the Provincial Health Administrations.  

  

 Chapter 8: Financial Management, calls for the appointment of senior finance 

managers at provincial and hospital level, and proposes significantly increased 

authority for hospital management over negotiating and managing hospital 

budgets. 

  

 Chapter 9: Implementing Decentralised Hospital Management, sets out a 

process based on a core package of essential measures, to be implemented by the 

Department of Health and the PHAs; the need for hospitals to meet certain 
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criteria in order to be granted decentralised status; and the phased delegation of 

authority to hospital management in a series of stages.  

 

The delegations set out in Chapters 6,7 and 8 are set out in more detail in three 

Technical Appendices. The appendices are accompanied by a detailed Framework 

Plan for the Implementation of Decentralised Hospital Management, which 

expands upon the proposals contained in Chapter 9. 

 

 

3. THE NATIONAL POLICY FRAMEWORK ON DECENTRALISATION 

OF HOSPITAL MANAGEMENT - A USER’S GUIDE 
 

The National Policy Framework is intended to provide a comprehensive overview  

of a large and complex set of issues.  

 

 Readers who require only a broad overview of the policy, may find this in the 

Executive Summary, complemented by targeted reading from other Chapters. 

  

 Readers interested mainly in a particular functional area of hospital management 

(eg. personnel and labour relations management), should read the Executive 

Summary and then Chapters dedicated to their area of interest. These Chapters 

are designed to be comprehensive enough to be understood without reading other 

sections of the document. If the reader feels however, that a key dimension of 

policy is not clear or has been omitted, they may find it useful to consult Chapter 

3, which explains underlying principles and considerations incorporated into the 

policy,  other Chapters which explore particular issues, or Appendices to the 

document which provide more detail on issues in personnel, procurement and 

financial management. 

 

 People charged with implementing various aspects of the policy will, after 

reading the Executive Summary, have to develop a thorough knowledge of all 

Chapters. The circumstances of particular hospitals and provinces are likely to 

differ substantially, making it impossible to provide simple, detailed 

prescriptions of how to decentralise management which are suitable for all 

situations. Officials will therefore have to have a strong sense of the overall 

approach adopted in the policy and particular proposals so that they can use 

initiative to adapt implementation plans to circumstances, but in a manner which 

remains consistent with the policy. In addition, they will require information 

contained in the Technical Appendices and the Implementation Framework Plan 

for Implementation to provide them details required for implementation. 
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EXECUTIVE SUMMARY 
 

 

CHAPTER 1: TRANSFORMING HOSPITAL MANAGEMENT 

 

The National Policy Framework on Decentralisation of Hospital Management 

emerges from two key sources: 

 

1. government policy to develop a single National Health System based on 

strengthened district health systems, and the need to transform the management of 

hospitals to enable them to play an effective role in carrying out this policy; 

2. the need to bring this transformation in line with the White Paper on the 

Transformation of the Public Service. 

 

The White Paper focuses on the need for devolution and decentralisation of 

managerial responsibility and accountability within the Public Service, together with 

the introduction of new and more participative organisational structures. 

 

Within the health sector, decentralisation of hospital management must meet several 

broad objectives for hospital services, namely: 

 

 equity, including equitable access to health services and justice in the workplace; 

 responsiveness of  hospitals to health policy at any time, to requirements of other 

components of the health system, and to the need for responsible stewardship of 

public funds; 

 efficiency. 

 

This will require new systems of governance and accountability, new management 

structures and systems, and increased managerial powers over personnel management, 

procurement and financial management. These issues are covered in detail in the 

following chapters 

 

 

CHAPTER 2: THE NEED FOR TRANSFORMATION OF HOSPITAL 

MANAGEMENT 

 

Analysis of hospital services around the country has demonstrated that public 

hospitals are currently severely under-managed. Up to 50% of hospitals in some 

parts of the currently are currently unable to provide basic services. In addition, 

hospitals face industrial relations and human resources problems, repeated budget 

overruns, breakdowns in support service, and widespread public perception of 

declining quality of service. 

 

Causes of under-management include: 

 

 centralised authority has prevented hospital managers from taking critical 

decisions, resulting in long delays in obtaining approval for many simple but 

crucial management decisions; 

 location of key functions outside the hospital and even, at times, outside the 

PHA; 
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 lack of  unified general management structures and unambiguous lines of 

accountability; 

 input oriented management systems, geared towards central control and 

administration, rather than efficient management of outputs; 

 lack of skilled managers capable of handling complex management functions, or 

under-utilisation of management skills where these exist; 

 a rule bound culture characterised by action after permission, rather than 

initiative and responsiveness to patient and service needs. 

 

 

CHAPTER 3: BASIC PRINCIPLES OF THE DECENTRALISED 

HOSPITAL MANAGEMENT STRATEGY 
 

The DoH has developed a strategy of decentralised hospital management in 

response to the problem of severe under-management of public hospitals. The 

strategy rests on the following principles: 

 

 decentralised authority on the basis that decisions made by managers at hospital 

level will be generally more efficient than those taken at central level; 

 development of a set of checks and balances, incentives, and monitoring 

mechanisms oriented to performance-based evaluation of management capability 

and designed to maximise managerial efficiency; 

 development of mechanisms to ensure that hospital management is accountable 

to the PHA, and acts in a manner consistent with national and provincial health 

policy; 

 improved management structures and systems; 

 mobilisation of employee commitment to decentralised management;  

 consistency with the PHC and district health system; 

 implementation plans developed in consultation with other affected government 

departments; 

 measures to ensure that decentralisation actually occurs and is linked to coherent 

implementation strategies tailored to the circumstances of individual provinces, 

districts and hospitals, and the capabilities of managers to take on increased 

responsibility. 

 

 

CHAPTER 4: GOVERNANCE AND ACCOUNTABILITY 
 

1. The role of the PHA 

 

At present, managers of public hospitals fall under the direct line authority of the 

Provincial Health Administration. Hospital managers have extremely limited decision 

making powers, referring all major decisions up the line to provincial managers. The 

distance between the hospital and the province means that the decision making process 

tends to be slow and inefficient, and unresponsive to community needs and input. 

 

 Under the proposed system of decentralised management, the province will 

delegate significant decision-making powers to hospital management, giving it 

greater authority and flexibility to manage daily operations. In particular, these 
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delegations will cover decisions relating to staffing and personnel management, 

procurement and financial management. 

 

 The PHA will reduce its role in line management decisions at the hospital level, but 

will retain substantial roles in exercising overall powers of governance over hospital 

management. The relationship between the province and hospital management 

will thus be defined by an explicit „performance agreement‟ rather than by direct, 

hierarchical control. The performance agreement will specify, in detail, what is 

expected by the province from the hospital, and will be linked to the hospital 

budget. 

 

2. The role of Hospital Boards 
 

In future, Hospital Boards will be empowered to participate in the setting of policy 

and strategy for their hospitals, and will oversee the performance of hospital 

management against specified measures. 

  

 The Boards will be established as statutory bodies reporting to the MEC, and 

will have three primary objectives: 

 to support hospital management in meeting the greater burden of 

responsibility attached to increased delegation of powers; 

 to ensure that hospital management meets its obligations in terms of its 

performance agreement with the province; 

 to ensure that hospital management is responsive to community needs and 

views. 

 

 The Boards will be able to make recommendations to hospital management, 

rather than issue instructions on any issues within the Board‟s jurisdiction. 

Hospital management will be legally obliged to respond adequately to the 

concerns of Boards and the communities they represent. This power, coupled 

with the technical support and expertise provided by the Board, will provide 

Hospital Boards with the necessary level of influence over hospital management.  

  

 The precise jurisdiction of the Board, and the range of functions performed will 

vary between provinces, between hospitals within provinces, and also over time, 

depending upon a variety of local circumstances, including the capacity of 

Boards and hospital management, and local political conditions. 

  

 The powers and functions of Hospital Boards will be set out in clear terms of 

reference which also specify the reporting requirements of hospital management 

to Board and Board to MEC. In addition, the terms of reference will clarify the 

scope of Board interventions to ensure that the Board does not intervene unduly 

in the detailed day-to-day running of the hospital. The terms of reference will be 

agreed between the PHA and the Board in a memorandum of agreement, and will 

require the endorsement of the MEC. 

  

3. The composition of Hospital Boards 

 

Each Hospital Board should comprise approximately 15 persons, of whom a 

majority are community representatives, with the balance made up of nominated 
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experts. An official from the PHA, the hospital CEO and one or more 

representatives of the hospital staff will attend meetings, but will not be members or 

have voting powers. All Board members will be appointed by the provincial MEC, 

following nominations from different forums. 

 

 Board members will be entitled to remuneration for expenses incurred in 

travelling to and attending meetings, but there will be no additional remuneration 

for time spent on Board business as Board membership will be viewed as 

voluntary community service. 

  

 

CHAPTER 5: HOSPITAL MANAGEMENT STRUCTURES, SYSTEMS AND 

CAPACITY 

 

1. Management structures 

 

 A general management system will be introduced in most hospitals to unify and 

integrate management, and also to enable decentralisation within the hospital. 

  

 Each hospital will have a chief executive officer as the single focus of authority. 

This will replace the current “hierarchical silo” model, in which medical staff, 

nursing staff and administrative staff are each accountable to different 

authorities within the hospital, and above them, within the provincial 

administration. The CEO must have appropriate general management skills and 

may come from a professional or non-professional background. 

  

 Within hospitals, management structures will be based on cost centres and 

functional units. Each will have a single focus of authority and significant 

managerial authority, preferably including their own budgets, staff, and other 

resources. 

  

 Clear lines of responsibility and accountability will be maintained, but these will 

concentrate on creative use of team work and encouraging decision-making and 

problem-solving, that is as close to the operational level as possible. The number 

of levels of authority within hospitals will be significantly reduced. 

  

 There will be a shift from a culture of “rules and regulation” to one of 

accomplishing tasks, meeting needs and reaching targets. This will be 

accompanied by a strong emphasis on continually reorienting the hospital to the 

needs of patients and other clients, and to improving the quality of services 

guided by the principles of Total Quality Management. 

 

 Appropriate internal governing committees and fora will be introduced to ensure 

adequate participation, consultation and communication. 
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2. Management systems 

 

 Hospital systems will be revised, redesigned and upgraded, including all the 

important areas of hospital activity where more effective, efficient and flexible 

procedures are needed. 

  

 New systems will be developed to support decentralised management, including 

systems for financial management (including cost centre accounting), human 

resource management, and providing management information. 

  

 3. Management capacity 
  

 Decentralised hospital management will require managers with new skills and 

who are able to perform a variety of new functions. There will be intensive, 

well-researched programmes to identify and develop suitable individuals for 

hospital leadership and senior management, most of them coming from within 

the health services. 

  

 Larger hospitals are big, technically-complex organisations spending hundreds 

of millions of Rand per year. With decentralisation they will amount to a major 

management task for the Chief Executive and other senior staff. To attract and 

retain high-calibre managers for this task will require appropriate remuneration, 

beyond that currently available within civil service. This will be balanced with 

greater personal accountability, such as limited-term performance-related 

employment contracts. 

  

 There will be management development and training for senior and mid-level 

managers. This will be immediately relevant to the working environment, and 

closely linked to the decentralisation process and the introduction of new 

methods and systems in hospitals. Training programmes must be structured to 

avoid removing managers from the workplace, except for short periods. 

  

 Career paths for hospital managers and health professionals must be made more 

appropriate to cultivate effective managers. 

  

 In the short term, extra financial resources will be required which must be off-

set by efficiency gains within given time frames. 

 

 

CHAPTER 6: STAFFING AND PERSONNEL MANAGEMENT 
 

Improved hospital personnel management is essential for staff motivation and 

productivity, and to actively manage staff costs, which make up about 70% of hospital 

costs. Currently, human resource management is inadequate as hospital managers lack 

authority, skilled managers are scarce, and structures, systems and organisational 

culture are inadequate.  

 

In line with the policy frameworks established in the White Paper on the 

Transformation of the Public Service and the Labour Relations Act, decentralised 

hospital management will involve the following measures: 
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 Authority for almost all line function personnel and labour relations management 

will be delegated to institutional level, subject to certain checks and balances 

which ensure that broader policy objectives are not compromised. Hospital 

managers will have authority over most aspects of: appointments; performance 

appraisal and promotion; staff remuneration; discipline and grievance procedures; 

determination of staff mix and establishments; hospital HR planning; and training. 

  

 Central bargaining will set the framework for public sector employment, including 

basic pay levels and grading systems. Health Sector specific bargaining 

mechanisms will establish guidelines for applying the framework to meet the 

specific needs of health services and employees. Within guidelines, hospitals will 

have authority over the details of grading and remunerating individual employees 

according to their competency, performance and specific service circumstances. 

  

 Government departments above hospital level will have very limited line functions 

in personnel management. They will be concerned mainly with: setting appropriate 

personnel policies, setting guidelines and performance targets for hospitals; 

monitoring and evaluating performance; providing management support and 

effective staff training responsive to service needs; and monitoring hospital 

performance. 

  

 Changes to systems and structures are required to create more rewarding 

conditions of employment and career opportunities, including: 

 revision of PASs and bargaining arrangements; 

 development of structures such as workplace fora, and performance appraisal 

committees; 

 implementation of fair, efficient systems for grievances, dismissals, appeals 

and dispute resolution, which are consistent with the Labour Relations Act. 

  

 Implementation of decentralised hospital human resource management requires: 

 development of appropriate personnel management capacity; 

 consultation and involvement of employees at all stages of the process; 

 regulatory and legislative changes to allow for appropriate delegations; 

 active change of organisational culture affecting human resource management. 

 

 

CHAPTER 7: PROCUREMENT, PUBLIC WORKS AND TRANSPORT 

 

Procurement of goods and services, including transport, maintenance and other public 

works services, have an impact on hospitals' ability to function disproportionate to 

their share of hospital budgets. Under current arrangements: 

 

 procurement and supply procedures are lengthy, duplicative, complex and 

inflexible. They often fail to control misappropriation of goods and funds, or to be 

cost effective; 

 transport, maintenance and public works are often slow, unreliable, uncompetitive, 

costly and unresponsive to hospital needs; 
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 hospital managers are unable to improve the efficiency of these functions because 

they fall outside their control, and often outside the control of the PHA. 

  

Under decentralised hospital management, hospital management and hospital tender 

committees will have considerably greater authority to make procurement decisions on 

most goods and services. 

 

 Spending limits for all forms of procurement at hospital level will be increased and 

regularly reviewed to ensure adequate authority for procurement at hospital level. 

  

 Procurement procedures will be simplified and made more accessible to users, 

procurement staff and suppliers. 

  

 Supply chains will be simplified and include greater use of direct delivery from 

suppliers and better information systems for procurement, stock control and 

supply. 

  

 Where services such as laundry, transport, maintenance or small capital projects 

cannot be rendered cost effectively by public service departments, hospitals will be 

able to decide to provide them in-house or contract them out to private providers. 

  

 It is proposed that PHAs will hold the entire health related budget of both the 

Department of Works and the Department of Transport, from which each hospital 

will receive its own allocation.  

  

 Hospitals are likely to retain the Departments of Transport and Works to provide 

functions which require considerable expertise or provide economies of scale, for 

example, execution of major capital works or procurement of vehicles. However 

these functions must be performed in a manner which allows hospitals to have 

more meaningful input into planning and performance evaluation.  

  

Internal audit departments will be established at regional and central hospitals, and an 

audit function will be set up at regional level covering to serve district hospitals, to 

ensure cost effectiveness of decentralised decision making and avoid risks of financial 

misconduct. Other checks and balances will include guidelines and systems for 

reporting and audit, and training of staff qualified to perform procurement functions in 

hospitals. 

 

 

 

CHAPTER 8: FINANCIAL MANAGEMENT 

 

Effective financial management is a basic prerequisite for good hospital management. 

However financial management in hospitals and at provincial level is seriously 

deficient as: 

 

 the budget allocation process is based largely on historical budgeting, with 

inadequate regard to the real needs, functions and objectives of hospitals; 
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 managers cannot effectively be held accountable for financial performance as they 

have inadequate authority to manage operational expenses. Budgets are often 

unrealistic and rigid, with little flexibility for virement between line items; 

 there are inadequate numbers of qualified financial managers in hospitals and 

PHAs; 

 financial management systems are orientated to expenditure control and do not 

provide information which meaningfully links costs to outputs or activities; 

 hospital managers have no incentive to generate revenue. 

  

Effective hospital financial management will require: 

 

 Appointment of highly skilled financial managers in hospitals and PHAs. A 

dispensation to allow this already exists. 

  

 Delegation of greater financial authority to hospital managers, which is linked to: 

 performance agreements which create accountability for meeting specified 

hospital financial and service objectives; 

 accurate and reliable systems for reporting and audit. 

 a change in management culture so that managers at all levels assume 

responsibility and accountability for use of resources under their control to 

meet specified objectives.   

  

 Restructuring of financial management systems to allow for cost-centre 

accounting. 

  

 Creation of an effective budgeting process to generate realistic budgets based on 

projected activities and known costs rather than historical budgets.  

  

 Discretion to vire between budget items so that managers can adapt expenditure to 

changing service needs. 

  

 Ability for hospitals to retain revenue and roll over unspent moneys, subject to 

certain guidelines which provide for resource redistribution to disadvantaged 

health services and which promote overall fiscal discipline. 

  

Implementation of decentralised financial management will require substantial 

changes to a range of highly restrictive regulations and instructions. The "transfer 

payment" accounting framework which already exists, is one such framework which 

can be implemented in hospitals to overcome restrictions. As an interim measure for 

some hospitals however, it may be useful to establish trading accounts at provincial 

level, combined with negotiations of exemptions to key rules, regulations and 

instructions. 

 

 

CHAPTER 9: IMPLEMENTING DECENTRALISED HOSPITAL 

MANAGEMENT 

 

Decentralisation of hospital management will require political will and leadership at all 

levels to bring about the necessary changes. The implementation process will involve: 
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 Action by PHAs and the DoH to establish dedicated capacity at national, 

provincial and lower levels to drive the implementation process. In addition, a core 

package of essential measures in each of the areas of hospital management must be 

implemented to create an environment in which decentralisation will occur. These 

measures include: 

 reaching agreement with other government departments and stakeholders on 

policy frameworks for decentralising various functions; 

 developing strategic implementation plans at national and provincial level; 

 ensuring that adequate financial and other resources are available at hospital, 

provincial and intermediate levels to implement decentralisation; 

 changing regulations and legislation; 

 setting up processes to design and implement key changes to systems and 

structures. 

 

 Use by each province of the core package of essential measures as the basis for 

detailed provincial implementation plans tailored to the specific circumstances of 

its own hospitals. 

  

 Implementation strategies at hospital level which will enable hospitals to qualify to 

receive delegations of specific authorities. These strategies will allow PHAs to be 

confident of the ability of hospitals to take on certain delegations, and will provide 

hospitals with specific targets and frameworks to use in preparing to take on more 

authority. The basic requirements which will enable hospitals to begin to take on 

more delegated authority will be: 

 formulation of comprehensive  one- and five-year hospital business plans 

drawn up in conjunction with the provincial authorities; 

 development of a programme to ensure the creation of management and 

systems capacity required for hospitals to take on delegated authorities. 

 

 A staged process in which hospitals will be expected to meet certain capacity and 

performance criteria at each stage. These stages will enable all hospitals, including 

the most under-managed and disadvantaged institutions, to begin to move towards 

decentralisation. 
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CHAPTER 1: TRANSFORMING HOSPITAL MANAGEMENT 
 

 

1.1 INTRODUCTION 
 

The National Policy Framework on Decentralisation of Hospital Management 

emerges from two key sources: 

 

1. government policy to develop a single National Health System based on 

strengthened district health systems, and the need to transform the management of 

hospitals to enable them to play an effective role in carrying out this policy; 

2. the need to bring this transformation in line with the White Paper on the 

Transformation of the Public Service, and with proposed reforms to public sector 

financial management. 

 

 

1.2 HOSPITALS IN THE NATIONAL HEALTH SYSTEM 
 

Hospitals have a vital role in the development of the new health system. They 

currently absorb over 75 per cent of the government‟s health budget, and will have 

to become more efficient to allow for increased spending on primary health care 

(PHC) without substantial negative effects on hospital services.  However, as 

Chapter 2 indicates, the current situation is such that unless hospitals make 

significant operational changes, they will not be capable of undertaking this role 

effectively during the period of restructuring and rationalisation.  It is therefore the 

intention of government to transform the management and organisation of hospitals 

through a strategy of decentralised hospital management. Broadly, this comprises: 

 

 the delegation of significant operational autonomy to hospital managers; 

 other management reforms to ensure that hospital managers can use these 

delegated powers effectively; 

 the formulation of performance agreements between hospital management and 

the Provincial Health Authorities (PHAs) to ensure that increased managerial 

autonomy is orientated towards agreed output and performance targets;  

 the development of a new governance model for hospitals, including the 

establishment of strong Hospital Boards to advise hospital management, oversee 

hospital performance, and provide a forum for community participation in 

hospital matters; 

 the development of new relationships between hospital management, the Board, 

and the PHA. 

 

 

1.3 THE WHITE PAPER ON THE TRANSFORMATION OF THE PUBLIC 

SERVICE. 

 

The White Paper focuses on the need for devolution and decentralisation of 

managerial responsibility and accountability within the Public Service, together with 

the introduction of new and more participative organisational structures. It envisages a 

civil service that is, inter alia: 
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 goal and performance oriented, efficient and cost effective; 

 integrated, co-ordinated and decentralised; 

 committed to the provision of services of an excellent quality to all South 

Africans in an unbiased and impartial manner; 

 based upon the maintenance of fair labour practices and non-discrimination; 

 consultative and democratic in its internal procedures and in its relations with 

the public; 

 transparent, honest and accountable. 

 

The White Paper proposes a Strategic Change Management Approach as best suited 

to pursuing this vision, by focusing in particular on the need for new forms of 

managerial leadership, the devolution of decision-making power, the 

democratisation of internal work procedures, and the incorporation of civil society 

bodies into the governance process. 

 

These elements of the Strategic Change Management Approach are incorporated 

into the proposals for decentralised hospital management. 

 

 

1.4. DECENTRALISED MANAGEMENT OF PUBLIC HOSPITALS 

 

The purposes of the decentralised hospital management strategy are: 

 

 to make available hospital care that is equitable, accessible and appropriate for 

all the people of South Africa; 

 to raise the quality and reliability of hospital services and overcome current 

constraints affecting the delivery of these services; 

 to make hospitals a rewarding place to work for all hospital staff members; 

 to reduce the hospital share of the health budget by improving the efficiency and 

productivity of service delivery; 

 to ensure hospitals are accountable to the communities they serve and to 

government. 

 

Achieving these purposes will require significant changes in the governance, 

management and organisation of hospitals, which must be accomplished in 

accordance with the overall directions of government and of health policy.  This 

decentralisation of hospital management will take place in the context of the 

following broad objectives of an integrated hospital strategy: 

 

 Equity in the provision of health services 

 equitable distribution of hospital and other health services; 

 equitable access to health services, particularly for the poorest patients; 

 justice in the workplace. 

 

 

 Responsiveness to stakeholder needs and government policy 

 patients‟ needs; 

 communities served; 

 provincial and national health policies and priorities; 
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 other components of the health care system / referral chain; 

 proper stewardship of public funds; 

 training and teaching requirements of all health workers; 

 evidence of best clinical practice. 

 

 Efficiency in the provision of health services 

 improving cost-effectiveness; 

 effective functioning within available budgets; 

 redistribution of resources whilst maintaining adequate services; 

 focusing on outputs and their efficient production; 

 effective assessment, measurement and improvement of service quality; 

 improved generation of revenue; 

 creation of a productive, safe and rewarding work environment. 

 

The process of decentralisation will involve extensive reorganisation, capacity-

building, and systems development to create the conditions for increased managerial 

autonomy over personnel management, procurement and financial management. In 

addition, structures and mechanisms of accountability are necessary for each 

authority that is to be delegated to hospitals, and these need to be established and 

functioning effectively as authority is delegated. This will require a comprehensive, 

well planned and adequately resourced programme of implementation and change 

management. It will take some years to complete, with a pace of implementation 

that varies between hospitals and between provinces to reflect their different 

requirements. 

 

 

1.5 SUMMARY 
 

The Policy Framework on Decentralising Hospital Management emerges from two 

key sources: 

 

1. government policy to develop a single National Health System based on 

strengthened district health systems, and the need to transform the management of 

hospitals to enable them to play an effective role in carrying out this policy; 

2. the need to bring this transformation in line with the White Paper on the 

Transformation of the Public Service. 

 

The White Paper focuses on the need for devolution and decentralisation of 

managerial responsibility and accountability within the Public Service, together with 

the introduction of new and more participative organisational structures. 

 

Within the health sector, decentralisation of hospital management must meet several 

broad objectives for hospital services, namely: 

 

 equity, including equitable access to health services and justice in the workplace; 

 responsiveness of  hospitals to health policy at any time, to requirements of other 

components of the health system, and to the need for responsible stewardship of 

public funds; 

 efficiency. 
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This will require new systems of governance and accountability, new management 

structures and systems, and increased managerial powers over personnel management, 

procurement and financial management. These issues are covered in detail in the 

following chapters 
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CHAPTER 2: THE NEED FOR TRANSFORMATION OF 

HOSPITAL MANAGEMENT 

 

 

2.1 INTRODUCTION 
 

Public hospital managers in South Africa are confronted by profound challenges. 

They are required to extend access to quality, cost effective hospital care in the face 

of stagnant hospital budgets as more funds are diverted to Primary Health Care. 

Funds will therefore have to be found through increased efficiency in hospitals. This 

will require major changes in work practices, productivity, staffing and capital 

utilisation. Managers‟ tasks will include identification and transfer of surplus 

resources, extensive rationalisation, skilled change management and development of 

new systems and protocols within hospitals. As the following sections illustrate, it is 

clear that current hospital management will not be able to meet these challenges. 

Unless this situation is rectified, the consequences for current health policies will be 

severe. 

 

 

2.2 UNDER-MANAGEMENT OF PUBLIC SECTOR HOSPITALS 
 

Several manifestations of severe under-management have been repeatedly identified 

in a situation analysis of the hospital system.  

 

 Non-functioning of hospitals. In some provinces or areas of provinces, in 

mid-1995 up to 50% of hospitals were not providing such basic community 

hospital services as caesarean sections and adequate, basic management of 

more severe trauma. 

 Industrial relations and human resource management problems. These 

include pervasive demoralisation, inability to attract and retain core staff, 

poor productivity and strikes.  

 Budget overruns in many institutions. These are symptomatic of unrealistic 

budget allocations, inadequate coordination of budgeting with planning, and 

inability to manage costs. Where budget constraints are adhered to, this 

frequently occurs not by increasing efficiency but by reducing the number 

and quality of inputs, often with detrimental effects on service scope and 

quality. 

 Support service breakdowns which severely compromise hospitals‟ capacity 

to deliver services. 

 Poor quality control and perceptions of declining quality. 

 Inadequate communication, management support and policy direction 

from head office and other Departments. 

 Lack of service ethos and responsiveness and orientation to the needs of 

communities served. 

 Lack of management information required to assess performance and run 

hospitals efficiently. 

 

Disparities of up to 400% in indicators of management performance, both within 

and between provinces, also provide evidence of under-management within hospital 
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services. Such indicators include costs per patient day, and staffing levels per 

service provided for a given level of hospital care. To some extent existing 

indicators reflect inadequacy of past planning and poor data quality (itself an 

indicator of poor management). However, many disparities arise from lack of 

effective management of hospital inputs, processes and outputs. They are also 

indicative of the need for skilled management to correct both the inequities and 

inefficiencies within the hospital system. 

 

Under-management occurs across a broad spectrum of hospital management 

functions. Key deficiencies occur in: 

 

 General management. This is required to ensure coordination and efficiency 

of all players and functions involved in producing hospital services. 

  

 Human resource management. Effective human resource management is 

imperative to manage the approximately 70% of hospital expenditure which 

goes to personnel, to improve staff productivity, and avoid breakdowns in 

labour relations. 

  

 Financial management. Effective financial management is central to 

efficient overall management. It is required for budgeting and planning, 

operational decision making and ensuring responsible, cost effective use of 

funds. 

  

 Clinical management. Clinical decisions and processes are fundamental 

determinants of other costs in hospitals, as well as of quality of care. 

  

 Inter-departmental and support services. While items such as equipment 

and supplies, works and transport contribute relatively small amounts to 

hospital expenditure, inefficiency or breakdown of these functions often 

results in inability of the hospital to function efficiently overall. 

  

 Governance and accountability. Systems of governance and accountability 

are crucial not only to management efficiency, but also to ensure 

responsiveness to needs of communities served and to allow for meaningful 

community participation in health services. 

 

 

2.3   CAUSES OF UNDER-MANAGEMENT IN PUBLIC SECTOR 

HOSPITALS. 
 

The causes of the under-management identified above fall into a number of distinct 

categories. 

 

 

 

2.3.1  Responsibility and authority 
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Management of public sector hospitals is highly centralised and top-down. While 

hospital managers are often held responsible for hospital functions, they do not have 

adequate authority to actually manage these functions. 

 

Authority to make even routine management decisions is often held by officials 

above hospital level. For example, managers do not have authority to suspend or fire 

even those employees caught in the act of stealing. Within hospitals, some 

decentralised decision making is possible by professionals, but senior managers 

have to contend with highly centralised administrative systems and often have to 

spend large proportions of their time on simple, routine functions which could be 

performed by less qualified staff.  The consequences of highly centralised systems 

include: 

 

 inappropriate decisions by officials who lack understanding of local realities, 

priorities and needs; 

 unacceptably long delays in obtaining approval for many critical and simple 

management decisions. This leads to frustration and demoralisation. 

 lack of accountability to communities served and patient needs. While 

Hospital Boards exist in some provinces, they are largely powerless and they 

are not adequately representative of the communities served. 

 

Overall, the high degree of centralisation of authority results in the loss of many 

opportunities for financial savings, efficiency and improving quality of care. 

 

2.3.2 Management structures 
 

Certain aspects of the current management structures for hospitals create obstacles 

to effective management.  

 

 Some key management functions are located not only outside the hospitals, 

but even outside the national Department of Health (DoH) and  Provincial 

Health Administrations (PHAs). Examples include the Public Service 

Commission, the Departments of Finance, the Tender Boards, and 

Departments of Works and Transport. This separation creates 

communication difficulties and means that key decisions are made in 

Departments with inadequate understanding of hospital needs and priorities.  

  

 Within hospitals themselves, the lack of unified general management 

structures and unambiguous lines of accountability creates significant 

obstacles to coordinated management of clinical and other functions. In 

many hospitals, particularly at unit or department level, there are seldom 

single, general managers to whom all workers are fully accountable. 

Although superintendents are formally responsible for overall hospital 

management, the traditional, parallel hierarchies of medical, nursing and 

administrative staff are often mainly accountable to separate superiors. 

Nevertheless, in some hospitals a senior manager or teams incorporating the 

senior medical, nursing and administrative managers do give examples of 

coordinated, general management. 

 

2.3.3  Management systems  
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Management systems are the procedures and methods of work involved in hospital 

management, and are crucial to efficient management of the hospital. They include 

systems for accounting, quality improvement, management information, personnel 

management, stock control, etc.  

 

Several of the management systems currently in place severely hamper efficient 

hospital management. This is because they tend to be:  

 

 orientated towards central control and administration, rather than support of 

active, efficient management; 

 "top-down" and characterised by multiple, rigid rules with no reward for 

using initiative and appropriate risk taking; 

 input orientated, with inadequate attention to objectives, outcomes and 

patients. 

 

Certain systems which could potentially be useful to management require 

rationalisation as they have increased in complexity and have accumulated 

duplicative steps over time, or are overloaded with trivial or routine functions. Some 

systems were designed to be computerised but remain manual. This makes them 

slow, inaccurate and costly in terms of staff time.  

 

Particularly important problems are encountered with: 

 

 Personnel management systems. 

 the Personnel Administration Standard (PAS) system is not designed 

with adequate regard to the personnel-related needs of hospitals; 

 procedures for basic personnel functions such as grievance 

resolution, discipline and appointments are extremely long, 

complicated and slow; 

 failure of the meriting system has meant that most hospital staff are 

simply promoted in turn, making it very difficult to reward good 

performance and motivate staff. 

  

 Financial management systems. These are designed for central control of 

inputs, rather than serving the immediate needs of institutional level 

management. They do not provide a means of linking inputs and resulting 

outputs in a way which can guide management decisions. 

  

 Management information systems. These are often effectively non-existent 

or, when present are extremely slow and inaccurate. 

  

 Systems to ensure adequate service provision by Departments such as 

Works and Transport, Tender Boards and central stores. 

  

 Operational systems such as those for discharge, transport and referrals. 

 

2.3.4  Management capacity. 

 



 21 

Management of hospitals is a complex task and often involves budgets of several 

hundred million rands. The number of skilled managers at both provincial and 

hospital levels is inadequate to manage the current system efficiently, and will 

constrain the effectiveness of any new management systems unless the problem is 

specifically addressed. It is also vital to note, however, that existing capacity is 

under-utilised because of inadequate delegation of authority to hospital managers. 

 

Key deficiencies exist in particular skill areas, such as human resource, labour, 

financial and general management. In addition, the lack of adequate numbers of 

experienced doctors and nurses, particularly in many peripheral hospitals, makes it 

more difficult to adequately manage clinical processes and decision making. 

 

Lack of management capacity can be attributed to:  

 

 inadequate current public service training for managers; 

 lack of specific career paths for hospital and health service managers under 

the current PAS; 

 remuneration packages which are disproportionate to the responsibilities of 

managers and cannot compete with the private sector; 

 frustrations of working in the existing public service environment. 

 

2.3.5  Organisational culture. 
 

The established patterns of behaviour and habits of hospital and administrative staff 

contribute significantly to hospital inefficiency. Many established ways of working 

result from structures and systems which have, for example, promoted a rule-bound 

culture of action after permission, rather than initiative and responsiveness to patient 

needs. These aspects of organisational culture will have to change for hospitals to 

become more efficient and responsive to communities‟ needs. 

 

It is also clear, however, that many inefficient ways of working, both within 

hospitals and in outside departments, are not required by regulations or law. For 

example: 

 

 Many of the authorities retained at head office level or higher can be 

delegated to director-level hospital managers under current regulations. 

  

 Many systems, including PERSAL and the FMS, could provide quicker and 

more responsive service if staff were more orientated to service, and the 

need for quick and accurate data feedback to hospitals. At present, hospital 

managers have to run manual, duplicate systems as the information provided 

by central systems is too inaccurate and slow.  

  

 It is apparent that some experienced, assertive managers who have well 

developed relationships with Head Office and other Departments, are 

considerably more successful in "working" the system. 

 

 

2.4 SUMMARY 
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Analysis of hospital services around the country has demonstrated that public 

hospitals are currently severely under-managed. Up to 50% of hospitals in some 

parts of the currently are currently unable to provide basic services. In addition, 

hospitals face industrial relations and human resources problems, repeated budget 

overruns, breakdowns in support service, and widespread public perception of 

declining quality of service. 

 

Causes of under-management include: 

 

 centralised authority has prevented hospital managers from taking critical 

decisions, resulting in long delays in obtaining approval for many simple but 

crucial management decisions; 

 location of key functions outside the hospital and even, at times, outside the 

PHA; 

 lack of  unified general management structures and unambiguous lines of 

accountability; 

 input oriented management systems, geared towards central control and 

administration, rather than efficient management of outputs; 

 lack of skilled managers capable of handling complex management functions, or 

under-utilisation of management skills where these exist; 

 a rule bound culture characterised by action after permission, rather than 

initiative and responsiveness to patient and service needs. 
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CHAPTER 3: BASIC PRINCIPLES  OF THE DECENTRALISED 

HOSPITAL MANAGEMENT STRATEGY 
 

 

3.1  INTRODUCTION 
 

In response to the severe under-management of public sector hospitals and the broad 

objectives of hospital management systems identified in Chapter 1, the Department of 

Health and the nine PHAs have jointly developed a strategy of decentralised hospital 

management. This aims to combine the many components of  various attempts to solve 

hospital management problems into a coherent integrated strategy which will enable 

officials to address these areas more easily and effectively. 

 

International and local experience indicate that considerable benefits can be expected 

from decentralisation of authority over key areas of hospital management. However, 

the proposed strategy recognises that a policy of decentralisation of authority alone is 

unlikely to solve hospital management problems unless other key needs and 

deficiencies, which could undermine the success of the strategy, are also considered. 

 

 

3.2 BASIC PRINCIPLES OF THE DECENTRALISED HOSPITAL 

MANAGEMENT STRATEGY 
 

3.2.1  Decentralisation of authority 
 

The proposal to decentralise management authority is based on the premise that 

decisions made by competent managers at hospital level will, in most cases, be 

inherently more efficient than those made by officials at more central levels. Managers 

are directly involved in the daily affairs of the hospital and the community served, and 

therefore have more detailed knowledge of the issues and priorities within their 

hospital, leading to more appropriate and quicker management decisions. In general, it 

is therefore desirable for the bulk of management functions to be devolved to hospital 

managers.   

 

3.2.2  Appropriate checks, balances and incentive structures 
 

In the pursuit of efficiency, managers may face incentives to compromise equity or 

other policy objectives. Alternatively, other poor management decisions may impose 

short and long term costs on the public sector and reduce service efficiency.  

 

Thus decentralisation of managerial authority clearly requires certain checks and 

balances on management, but measures to constrain undesirable behaviour should not 

also constrain good managers in meeting desirable goals. The following general set of 

checks and balances should be employed to ensure that hospital managers exercise 

decentralised authority without compromising policy objectives. 

 

 Managers must have appropriate incentives to manage efficiently 

  

 Monitoring and evaluation mechanisms and structures should be in place 

within and above the level of individual institutions. These should be designed 
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to monitor progress, ensure responsiveness to key stakeholders and introduce 

corrective action, where required.  

  

 Adequate structures, procedures and capacity for appeals, mediation or 

arbitration  should be in place to respond to cases where employees or other 

stakeholders perceive inequity or inefficiency in management decisions. 

  

 Guidelines on inputs, procedures and performance to govern various aspects of 

management are required. Guidelines should be: 

 designed to allow managers to assess their performance and strategies in 

relation to general norms; 

 flexible enough to allow managerial freedom to innovate and accommodate 

local circumstances. 

 

 Provincial departments will have ultimate authority, selectively or 

comprehensively, to withdraw delegations to hospital management where they can 

clearly demonstrate that such delegations cannot be exercised adequately at 

hospital or hospital-group level. 

  

 Effective community involvement in oversight and accountability mechanisms is 

required. Communities will often be in a better position to judge the adequacy of 

many aspects of hospital performance and decision making than higher level 

authorities. 

 

3.2.3  Improved management structures, systems and capacity 
 

Without attention to improving management structures, management systems and 

management capacity any hospital management reforms are unlikely to deliver the 

large improvements in hospital management which are ultimately required. The 

strategy therefore identifies areas for attention in each of these fields and creates a 

framework for the more detailed initiatives which are required at national, provincial 

and hospital level to address them.  

 

3.2.4 The need for employee commitment to decentralised management and 

improved productivity in health services 
 

Acceptance, participation and active commitment by employees and their 

representative organisations will be a crucial component of  sustainable restructuring 

of public sector hospital management. This requires: 

 

 That the process of designing and implementing decentralised management 

arrangements is consultative and participatory at national, provincial and 

individual institutional level. 

  

 Recognition that the focus of change cannot be limited simply to cost-cutting. 

Reform must also recognise employees‟ interests in strengthening the position of 

the public sector and its employees. 

  

 A focus on increasing job satisfaction through improved conditions of service and 

productivity. 
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3.2.5 Consistency with PHC and District Health System management 
 

While the proposals focus on hospital management, the strategy has been developed 

with a view to overall consistency with the District Health System and systems of 

management and governance for primary care and health districts. Implementation will 

however require ongoing coordination, negotiation and planning with district 

managers and local authorities. 

 

3.2.6 Consideration of impacts on other government departments 
 

The decentralised hospital strategy has been developed in a manner consistent with 

policy guidelines set out in the White Paper on the Transformation of the Public 

Service. As a “lead department” in public service reform, the Department of Health 

can pioneer changes which can lead to significant benefits to other government 

departments. 

 

In the short run, changes in hospital management may require changes in other 

Departments. Implementation plans should be developed in consultation with those 

Departments and should be designed in  a manner which does not unnecessarily 

prejudice their function, and which minimises any negative effects on employees of 

those departments. However, they should not allow the discomforts associated with 

any change to undermine the possibility of improved efficiency not only in the health 

sector but ultimately the whole public service. 

 

3.2.7  Change in organisational culture, reinforced by coherent implementation 

strategies. 
 

Effective implementation of decentralised hospital management requires a 

fundamental change in organisational culture, and partcularly in the assumptions 

which underly decision making in the public service. The need to maintain certain 

checks and balances, and to retain a degree of direct authority over hospitals especially 

in the implementation phase, creates the danger that unless their mind-set is changed, 

officials above hospital level will never allow adequate decentralisation of authority. 

 

 The existing centralised management is based on assumptions that lower level 

managers are generally incompetent. Individual cases of poor decision making at 

hospital level are often used to justify indiscriminate centralisation of authority, 

while systems are designed to limit the decision-making powers of hospital 

managers.  

  

 The decentralised system will create arrangements which make it possible for 

managers to be held accountable for their decisions and judged according to 

performance in producing outputs. 

 

 New systems and decisions on delegation of authority must therefore be based on 

the new assumption that most managers will be competent to make most 

operational decisions. Where their competence is not clear, the response should be 

to ensure that the skills of those managers‟ are actively developed. 
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3.2.8 The need to address the requirements of all types of hospitals 
 

The strategy has been designed to meet both  the particular, urgent needs of larger and 

academic hospitals, and the needs of  less equipped hospitals and managers, to avoid 

further disadvantaging those communities already confronted by poor hospital 

services. The strategy described in subsequent chapters in many respects represents a 

long term strategic vision for many hospitals. Nevertheless, even in the short to 

medium term, some will be able to take advantage of selected reforms, while others 

will be able to implement more comprehensive reforms either because they can 

assemble sufficient management capacity, or because, they present less complex 

management problems. 

 

 

3.3 SUMMARY 
 

The DoH has developed a strategy of decentralised hospital management in 

response to the problem of severe under-management of public hospitals. The 

strategy rests on the following principles: 

 

 decentralised authority on the basis that decisions made by managers at hospital 

level will be generally more efficient than those taken at central level; 

 development of a set of checks and balances, incentives, and monitoring 

mechanisms oriented to performance-based evaluation of management capability 

and designed to maximise managerial efficiency; 

 development of mechanisms to ensure that hospital management is accountable 

to the PHA, and acts in a manner consistent with national and provincial health 

policy; 

 improved management structures and systems; 

 mobilisation of employee commitment to decentralised management;  

 consistency with the PHC and district health system; 

 implementation plans developed in consultation with other affected government 

departments; 

 measures to ensure that decentralisation actually occurs and is linked to coherent 

implementation strategies tailored to the circumstances of individual provinces, 

districts and hospitals, and the capabilities of managers to take on increased 

responsibility. 
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CHAPTER 4: GOVERNANCE AND ACCOUNTABILITY 
 

 

4.1  INTRODUCTION 
 

This chapter examines the relationships of governance and accountability between 

health authorities, health services  and local communities, under a decentralised 

system of hospital management. These relationships are of critical importance: 

while decentralisation increases the autonomy and decision-making powers of 

hospital managers, it also requires clearer relations of accountability to the 

authorities who fund the hospitals, and the communities who use their services. 

 

 

4.2  DEFINITION AND OBJECTIVES OF  GOVERNANCE AND 

ACCOUNTABILITY 

 

The terms „governance‟ and „accountability‟ are frequently used, but not always 

well understood. The following definitions of these terms are used in this chapter. 

 

4.2.1  Governance 

 

„Governance‟ refers to the way in which control is exercised over hospitals and 

other health services, and the powers vested in the governing body - in this case the 

health authorities at district, provincial or national level - to exercise such control. 

These powers comprise: 

  

 setting overall health policy; 

 setting public health strategy; 

 setting targets for, and overseeing the performance of hospitals; 

 allocating funds to hospitals in return for a specified level of health service. 

  

In consequence of these powers, the governing authority takes final responsibility 

and has final authority for the health of the population under its jurisdiction. 

 

In addition to the direct powers of governance vested in the health authorities, other 

bodies such as Hospital Boards or Community Health Committees (CHCs) may 

have the power strongly to influence hospitals and other health services through 

recommendations and submissions. While these powers may have legal force, 

insofar as the hospital or health service is obliged to respond, they remain 

subordinate to those of the health authorities as the recommendations and 

submissions do not have the force of a directive or an instruction. Nevertheless, they 

play an important role in ensuring the overall quality of health services, and the 

health authorities and the Hospital Boards and CHCs together comprise the total 

system of governance for health services in any particular area. 

  

The objectives of a system of good governance over the public health services may 

be summarised as follows: 

 

 to promote the effective provision and management of health services by 

hospitals and other health care providers; 



 28 

 to ensure that  public funds are used responsibly and cost effectively; 

 to ensure that health services are provided in a manner consistent with national 

health policies to promote equity of access to health services; 

 to ensure that health service providers meet appropriate targets in terms of the 

range and standard of services provided; 

 to ensure that the health services provided respond to the needs and priorities of 

the local community. 

  

4.2.2  Accountability 

 

„Accountability‟ refers to the obligations of all tiers of the publicly-funded  health 

system to account to the public for their actions and performance and for the actions 

of those bodies which fall under their governance. Thus a system of accountability 

is converse to the system of governance, and has a bi-directional flow: 

 

 upwards, from the lowest level of the health system to health authorities at 

district, provincial and national levels, and through them to elected 

representatives at each level; 

 laterally, through Hospital Boards and other community representative 

committees to the communities who make use of different health services. 

 

The objectives of an effective system of accountability may be summarised as 

follows: 

 

 to ensure that those bodies which have undertaken to provide certain health 

services meet their undertakings; 

 to ensure that recipients of funds can account for their use of those funds; 

 to overcome the risk of misallocation, squandering or misappropriation of funds; 

 to ensure that public health bodies are answerable not just to the health 

authorities which allocate public funds, but to the public itself, either indirectly 

through its elected representatives, or directly through community 

accountability. 
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4.3 THE DELEGATION OF AUTHORITY TO HOSPITAL MANAGEMENT 

 

4.3.1 The current situation 

 

At present, managers of public hospitals fall under the direct line authority of the 

Provincial Health Administration. Hospital managers have extremely limited decision 

making powers, referring all major decisions up the line to provincial managers with 

the result that the PHA retains close control over the day to day operation of the 

hospital. The distance between the hospital and the province, and the fact that the 

province is in the same relationship of governance over all provincial hospitals, mean 

that the decision making process tends to be slow and inefficient, and unresponsive to 

community needs and input. Hospital managers have frequently expressed frustration 

at perceived lack of responsiveness at provincial level to urgent requests, and complain 

of an apparent lack of interest by the province in peripheral institutions. 

  

 4.3.2 Governance and accountability under decentralised hospital   

management 
  

 Under the proposed system of decentralised management, the province will delegate 

significant decision-making powers to hospital management, giving it greater authority 

and flexibility to manage daily operations. In particular, these delegations will cover 

decisions relating to staffing and personnel management, procurement and financial 

management. Together with the PHA, management will be involved in longer term 

strategic decisions affecting the running of the hospital within the context of provincial 

policy. The extent to which the province delegates powers will depend on the capacity 

of the hospital management to take on additional responsibilities. 

  

 In delegating greater decision making powers to hospital management, the PHA will 

reduce its role in line management decisions at the hospital level. However, the PHA 

will retain substantial roles in exercising overall powers of governance over hospital 

management: 

  

 setting health service objectives and targets to ensure that hospitals provide good 

standards of care and function as co-ordinated parts of an integrated system; 

 monitoring hospital performance; 

 providing support  and capacity for hospital management; 

 performing functions which have economies of scale or scope, and which are 

therefore not provided cost effectively at lower levels of the system.  

  

 Hospital management remains accountable to the province for its employment of 

public funds. The relationship between the province and hospital management will 

thus be defined by an explicit „performance agreement‟ rather than by direct, 

hierarchical control. The performance agreement will specify, in detail, what is 

expected by the province from the hospital, and will focus primarily on outputs and 

standards, rather than inputs, as is the present situation. The performance 

agreements will be linked to the hospital budget and will include financial 

objectives. 
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 4.4 THE ROLE OF HOSPITAL BOARDS 
  

 4.4.1 The current situation 

  

At present there are two types of Hospital Board in the public sector: 

 

1. Supervisory Boards, attached to academic health complexes (AHCs). These 

Boards were constituted in terms of the Academic Health Centres Act (86 of 

1993) but, as the Act itself has not been implemented, not all AHCs have yet 

established a Supervisory Board. Furthermore, where Boards have been 

established, the relative roles and responsibilities of the Board and of hospital 

management have often not been clearly enough defined to avoid confusion. 

Sometimes the lack of clarity has led to Boards playing no active role at all in 

either hospital planning or management oversight. 

  

2. Hospital Boards attached to most other public hospitals.These Boards have no 

authority over either hospital policy or the performance of hospital management, 

although there is provision for some delegation of powers to the Board by the 

head of the PHA. To date, the main focus of these Boards has been to generate 

community support for the hospital through fund-raising initiatives. However, in 

many instances, Boards have been perceived to represent a narrow band of 

interests, compromising their legitimacy in the eyes of the wider community. 

Boards have also been widely perceived as disempowered and ineffective bodies, 

with minimal delegated powers and functions. 

  

3. Hospital Boards attached to Province Aided Hospitals. In the past these Boards 

have enjoyed considerable authority, and have contributed to the high levels of 

efficiency associated with these hospitals. However, they have also often been 

seen as unrepresentative of communities, and problems have emerged in such 

areas as consistency of staff conditions of employment and inadequate co-

ordination with other parts of the health system. 

  

 4.4.2 The role of Hospital Boards in a system of decentralised management 

  

In future, Hospital Boards will be empowered to participate in the setting of policy 

and strategy for their hospitals, and will oversee the performance of hospital 

management against specified measures. This authority will be delegated from the 

MEC, and clear terms of reference will be designed to limit confusion about roles, 

and to clarify the relationship of accountability between hospital management and 

Hospital Board. 

  

 Hospital Boards will be established as statutory bodies with three primary 

objectives: 

 to support hospital management in meeting the greater burden of responsibility 

attached to increased delegation of powers; 

 to ensure that hospital management meets its obligations in terms of its 

performance agreement with the province; 

 to ensure that hospital management is responsive to community needs and 

views. 
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The Board will have advisory and support, representative, and oversight functions, 

and will be given appropriate powers to perform these functions. The powers and 

reporting requirements of Boards will be defined in legislation. 

 

The Board will provide advice and support to hospital management in technical 

areas where Board members have particular expertise. As hospitals take on 

increasing delegations through decentralisation, the Board will provide a valuable 

resource to assist hospital managers to perform the wider range of duties expected 

of them. It is envisaged that the Board and hospital management will work together 

towards common goals, both through formal interactions and informal contact 

between Board members and hospital management. In particular, a strong, co-

operative relationship between the hospital CEO and the chairperson of the Board is 

seen as critical to the successful functioning of the Board. 

 

The Board will also serve as a representative forum in which hospital management 

and an informed group of people from the community served by the hospital can 

discuss and resolve important issues. The Board will also be obliged to report back 

to the wider community on hospital issues, and will take complaints or submissions 

from individuals or community organisations. These complaints and submissions 

will be referred to hospital management for response. 

 

The Hospital Board will have strong influence over the hospital, but will not disrupt 

the lines of governance and accountability linking hospital management to the 

province. However, it is anticipated that major management decisions will be taken 

by hospital managers in conjunction with the Board, and will only be referred to the 

PHA in exceptional circumstances. 

 

The Hospital Board will exert its oversight functions by reviewing various aspects 

of hospital operations (see below). Specifically, it will oversee the extent to which 

the hospital is performing in accordance with its „performance agreement‟ with the 

province.  Where it is dissatisfied with hospital performance, the Board will be able 

to make recommendations to hospital management, rather than issue instructions on 

any issues within the Board‟s jurisdiction. Hospital management will be legally 

obliged to respond adequately to the concerns of Boards and the communities they 

represent. This power, coupled with the technical support and expertise provided by 

the Board, will provide Hospital Boards with the necessary level of influence over 

hospital management.  

 

In cases where a dispute arises between the Board and hospital management, for 

example if the Board is dissatisfied with the hospital‟s performance, or management 

fails to respond appropriately to Board recommendations, it will be incumbent on 

the two parties to resolve the matter between them, either through dialogue between 

the chairperson of the Board and the hospital CEO, through a full Board meeting, or 

through intermediation by a provincial official, such as the Regional Director.  

 

However, in cases where the dispute remains unresolved even after these measures 

have been exhausted, the Board will be empowered to make representations to the 

MEC of the province, who will be obliged, in legislation, to reply to issues raised by 

the Board. 
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The line of recourse to the MEC is not restricted to dissatisfaction with management 

response to Board submissions. If  the Board is persuaded that management is 

hampered by unduly restrictive or unreasonable demands imposed by the PHA, it 

can lobby the MEC on behalf of management to highlight the negative effects of 

these restrictions. 

 

The Boards will be in regular contact with the PHA, generally through the office of 

the Regional Director, but will formally report to the MEC: Health on a semi-annual 

basis. Reports will cover hospital performance, level of community interaction with 

the hospital, and other issues requiring special attention. This reporting relationship 

will create a direct bridge between the hospital and the provincial legislature, 

enabling the community to communicate its views directly to the elected political 

representative responsible for health services. Copies of all reports, as well as 

minutes of Board meetings submitted to the MEC, will also be submitted to the 

PHA for consideration and comment. The MEC will be able to call upon the PHA to 

respond to Board submissions in an appropriate manner. (See Diagram 4.1) 

 

The Hospital Board will not meet with the MEC on a regular basis, as the number of 

hospitals in each province would make this impractical. However, a Hospital Board 

can request a meeting with the MEC whenever stipulated circumstances require it. 

 

The line of accountability from Board to MEC clarifies the difference between the 

administrative accountability from hospital to province, and the accountability of 

the hospital to the broader community. In the event of any conflict between these 

two areas of accountability, the community has recourse to the most senior elected 

representative with responsibility for Health, the MEC, to resolve the conflict. 

 

4.4.3 Determining the range of functions performed by Boards 
 

The precise jurisdiction of the Board, and the range of functions performed will 

vary between provinces, between hospitals within provinces, and also over time, 

depending upon a variety of local circumstances, including the capacity of Boards 

and hospital management, and local political conditions. 

 

For these reasons, the precise powers of  particular Boards should be determined by 

individual provinces. In order to assist this process, however, three levels of  

involvement  by Hospital Boards are suggested.  

 

1. A Board performing a limited range of functions. In this situation, the Board 

will perform a mainly advisory role, but will also be empowered to obtain any 

information it requires from hospital management, and to make recommendations to 

the hospital management on any issues of concern which it identifies in the hospital. 

In cases where oversight reveals problems in hospital performance which cannot be 

rectified through communication with hospital management, the Board can refer the 

matter to regional or provincial health authorities, and ultimately to the MEC. The 

Board will forge strong and co-operative relations with hospital management, 

providing support on a range of technical and community issues. 
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2. A Board performing an intermediate range of functions. Here the Board will 

continue to play its supportive role, but will now participate more actively in 

overseeing the performance of  hospital management and take on a wider set of  the 

roles identified in Section 4.4.5. For example, formal mechanisms will be 

established  for the Board to systematically review and approve annual budgets and 

financial statements, review and approve key management decisions, make 

recommendations to the MEC on senior staff appointments and, together with 

hospital management,  play a more active role in drafting hospital policy and 

strategy. 

 

3. A Board performing a full range of functions. In this case, the Board‟s 

relationship with hospital management will be further strengthened, with the Board 

playing an active role in setting policy and strategy for the hospital together with 

hospital management and the PHA. The Board may have subcommittees covering 

functional areas such as finance, personnel, capital projects, fundraising and 

community interaction, which allow it to perform a pro-active role in a 

comprehensive set of the functions listed in Section 4.4.5. However, even under this 

scenario ultimate line accountability for hospital services will rest with the PHA, 

and checks and balances must accompany the devolution of full powers of oversight 

to the Board to ensure that provincial policy is not compromised, and provincial 

directives are observed. 

 

These powers and functions will be set down in an individual memorandum of 

agreement between the province and each Hospital Board. While the province 

retains the authority to retract powers delegated to Hospital Boards, this should only 

be done in terms of agreed procedures. In addition, the province would be free to 

extend the range of Board functions to different hospitals at different times, 

depending on the capacity of the Board, as well as the wishes of hospital 

management and of local communities. 

 

4.4.4 Hospital Boards at district level   
 

The model outlined above is not geared only to regional and central hospitals, but 

could apply equally to hospitals and health services at district level.  

How this occurs will depend on which model of district health system is adopted by 

each province. The “Policy for the Development of A District Health System for 

South Africa” published by the Department of Health sets out three possible 

models: 

 

1. The Provincial Option. The Provincial Administration retains full responsibility 

to render all health services in the province, and would delegate appropriate 

powers to the District Health Manager to manage services at district level. 

  

2. The Statutory Option. A statutory district health authority will have full 

governance powers for the provision and management of district health services. 

  

3. The Local Government Option. In a district based system of local government, 

the local authority takes responsibility for the provision of all services within a 

defined area, including health. 
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Diagrams 4.2, 4.3, and 4.4 illustrate the relationships of governance and 

accountability which would apply in each of these options. 

 

Whichever option is adopted, there are two ways in which Boards may be 

established at district level. 

 

 Boards at facility level. This model envisages the creation of separate bodies at 

district level: one Board (or more) to oversee the district hospital(s), and others to 

oversee all other district health facilities and services. The roles and powers of 

these latter bodies, such as Community Health Committees, may not be identical 

to those of Hospital Boards, and will be determined by the needs of the facilities 

and services to which they are attached. In terms of this option, the District 

Hospital Board, and other district Boards (or other bodies) will be represented on 

a single District Health Council which will continue to report directly to the 

MEC. 

  

 A single Board at district level. Some provinces may decide that there are 

insufficient skills and capacity at district level to provide for Boards or District 

Health Committees for each health facility. In this case the province may choose 

to create a central, district level Board - again, the District Health Council - with 

the same powers, functions and reporting relations as those pertaining to Boards 

of higher level hospitals. The District Board will oversee all district health 

services, with Board sub-committees dedicated to oversight of the district 

hospital and other district health facilities and district health services. 

 

 4.4.5 Powers and functions of Hospital Boards 

  

In order to enable Boards to meet their objectives of advising hospital management, 

ensuring responsiveness to communities served, and overseeing hospital 

performance, the following powers and functions will be delegated to the Boards by 

the MEC in a staged process, according to the capacity of the Board to increase the 

scope of its involvement: 

 

Policy and Strategy 
Assisting hospital management in:  

 setting hospital policy appropriate for local application of provincial policy 

guidelines; 

 ensuring equitable access to services for all community members;  

 formulating strategy and drawing up plans for the hospital within the constraints 

of the hospital budget. 

 

Advisory and Technical Support Roles 

 provide expert advice and input to hospital management as requested; 

 provide a visible presence at the hospital on a regular basis to build relations with 

the staff and gain an understanding of hospital working conditions; 

 involvement in negotiating the performance agreement between hospital 

management and the PHA. 

 

Oversight 
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 exercise the right of access to any information which may be required for the 

Board to exercise appropriate oversight of hospital performance; 

 receive regular management reports on progress in meeting objectives; 

 conduct regular inspection visits at the hospital; 

 oversee the general service standards of the hospital; 

 monitor decisions on the allocation of resources to ensure that they are used 

productively; 

 monitor whether hospital management has acted on decisions taken at previous 

Board meetings. 

 

Financial Review 

 review financial statements on a monthly basis to ensure financial efficiency and 

probity; 

 arrange for independent auditing of hospital financial statements on an annual 

basis, where feasible; 

 submit regular financial statements and present an annual financial report to the 

PHA; 

 approve the hospital budget prepared by the hospital management; and  

 make recommendations to the MEC on financial matters. 

 

Authorisation of Expenditure 

Assist hospital management in: 

 making recommendations to the province regarding hospital building and 

maintenance programmes; 

 approving architectural plans for submission to the province; 

 approving purchases of expensive equipment for submission to provincial tender 

procedures, where appropriate. 

 

Staffing and Personnel Issues 

 make recommendations to the MEC on the appointment of senior managers and 

clinicians after consultation with senior managers, staff representatives and other 

stakeholders; 

 review hospital staffing practices to ensure fairness; 

 assist the PHA in determining senior managers‟ performance bonuses 

 assist hospital management and the PHA in conducting disciplinary proceedings 

and resolving disputes, where appropriate; 

 assist hospital management in creating career development pathways for staff 

members; 

 improve working conditions at the hospital through sponsorship of recreation 

facilities; 

 recommend outstanding staff members for particular commendation by the MEC. 

 

Community Participation 

 provide a channel for community views to be aired, in addition to those directly 

represented on the Board inter alia by means of open Board meetings; 

community media and focus groups, and surveys; 

 ensure regular report-back meetings and the dissemination of information to the 

community through meetings and wide dissemination of annual reports; 
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 monitor the effectiveness of routine channels of communication between hospital 

management and the community; 

 provide a forum to hear grievances of patients and the public at large; 

 monitor the investigation and resolution of complaints; 

 take an active interest in the welfare of patients and the development of an ethos 

of caring at all levels in the hospital; 

 improve patient facilities, for example through sponsorship of TVs and libraries 

and advising management on the establishment of shops and other patient 

facilities. 

 

Advocacy and Fundraising 

 act as an advocate of  hospital interests to the province and the public at large; 

 build support for the hospital by fostering partnerships in the wider community; 

 raise additional funds for the hospital; 

 assist management in deploying these funds appropriately. 

 

The powers and functions of Hospital Boards will be set out in clear terms of 

reference which also specify the reporting requirements of hospital management to 

Board and Board to MEC. In addition, the terms of reference will clarify the scope 

of Board interventions to ensure that the Board does not intervene unduly in the 

detailed day-to-day running of the hospital. The terms of reference will be agreed 

between the PHA and the Board in a memorandum of agreement, and require the 

endorsement of the MEC. 

 

In order to function effectively, Board members will need to undergo specific 

training and induction programmes covering provincial health policy; local health 

priorities; the structures and functions of the hospital and the relationship between 

the hospital and other local or regional health services. 

 

The functions listed above will apply to all Hospital Boards. However, specialist 

hospitals such as Psychiatric Hospitals may require additional functions on the part 

of the Board to meet specific needs. 

 

 

4.4.6 The composition of the Board 

 

The composition of the Board is based on the need to balance different interests and 

priorities, and to ensure the equitable spread of specific professional skills and 

general community representation. 

 

Each Hospital Board should comprise approximately 15 persons, of whom a 

majority are community representatives including members of committees, elected 

local councillors, or members of the provincial legislature. The number of elected 

councillors should, however, not exceed the number of other community 

representatives. The remainder of the Board will be made up of nominated experts 

such as senior health workers, accountants, lawyers and social workers, who bring 

specific professional expertise to the Board. An official from the PHA, the hospital 

CEO and one or more representatives of the hospital staff (depending on hospital 

size) will attend meetings in the service of the Board, but will not be members or 

have voting powers. The Board, through the chairperson, can co-opt to the Board a 
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limited number of non-voting members, including members of the hospital 

management and staff, to provide technical expertise as required. Similarly, the 

MEC or provincial Head of Department can direct PHA staff members to attend 

meetings as considered appropriate. 

 

Proposals for the creation of Boards for academic hospitals are in line with the 

proposed creation of Academic Health Service Complexes (AHSCs). The hospitals 

and clinics which, together, comprise an Academic Health Service Complex, will 

each have their own Board, or clinic committee, which will include representatives 

from the academic institutions to which these institutions are attached.  

 

In addition, there will be an AHSC Co-ordinating Board, the membership of which 

will be made up of 1-2 representatives elected by each of the Boards and 

committees of its constituent health institutions, the province (or provinces) 

responsible for these institutions, the DoH, the Department of Education, and senior 

representatives from all academic institutions which are part of the AHSC. The 

number of departmental and academic representatives must balance. Again, 

management and staff representatives of the constituent health institutions will 

attend meetings in the service of the Co-ordinating Board, but will not be members 

or have voting powers. In order to contain Board size, smaller institutions such as 

clinics, might have to share representatives and set up mechanisms to co-ordinate 

their inputs before meetings of the Co-ordinating Board. 

 

Boards of specialist institutions such as TB or psychiatric hospitals will be 

appointed by the MEC in terms of existing legislation covering these institutions 

unless specifically amended, and the Board functions will be similarly defined. 

 

4.4.7 Appointment of Board members 

 

All Board members will be appointed by the provincial MEC, following 

nominations from different forums: 

 community representatives will be nominated by the Community Development 

Forum, Community Health Committees and/or other relevant representative 

bodies; 

 in the case of regional and central hospitals, community representatives will be 

drawn from the district in which the hospital is located, as well as those districts 

served by the hospital through the referral system; 

 technical experts will be nominated by the general public or by local branches of 

national professional associations, or by the PHA; 

 local councillors or members of the provincial legislature will be nominated by 

the local council or provincial cabinet; 

 the ex officio PHA representative will be nominated by the head of the PHA; 

 the hospital staff representative(s) will be elected  by staff members; 

 hospital management representatives will be nominated by the CEO. 

 

Although Board members will include representatives of elected councils, the terms 

of reference of the Hospital Board will stipulate that the objective of the Board is to 

improve the efficiency, effectiveness and accessibility of hospital services, and 

should not be used as a forum to advance party political interests. 
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Board members of supra-regional hospitals will be appointed by the Minister of 

Health, in consultation with the MEC: Health for the provinces in which the hospital 

is situated. MECs of other, affected provinces will each be entitled to nominate two 

additional representatives to the Co-ordinating Boards of the AHSCs. 

 

The chairperson will be appointed by the Minister or MEC after nomination by 

Board members, and will be responsible for convening Board meetings, setting the 

meeting agenda, ensuring that reporting and review procedures are observed, and 

maintaining close contact with the hospital CEO between Board meetings. In the 

event of a deadlock on the Board, the chairperson will have a casting vote as well as 

a deliberative vote. 

 

The Board will meet on a monthly or bi-monthly basis, and members will be 

appointed for a three year term, which will be renewable. All Board members will 

undergo an orientation programme to become acquainted with the functioning of the 

hospital. In addition, members will receive training on issues such as the provisions 

of the Public Service Act, the Labour Relations Act and other relevant legislation, as 

well as training in basic hospital management issues. 

 

The Board may elect an executive committee from among members, which will play a 

more active role in working with hospital management in a variety of functional areas. 

The executive committee will meet more often than the full Board and will report back 

on its activities at each meeting of the full Board. The hospital will make office space 

available and provide secretarial and administrative assistance to enable the Board to 

carry out its functions. 

 

Board members will be entitled to remuneration for expenses incurred in travelling 

to and attending meetings, but there will be no additional remuneration for time 

spent on Board business as Board membership will be viewed as voluntary 

community service. This principle has been agreed by the MECs and Heads of 

Department of all provinces, and will be applied nation-wide.  

 

 

4.5 SUMMARY 
 

4.5.1 The role of the PHA 

 

At present, managers of public hospitals fall under the direct line authority of the 

Provincial Health Administration. Hospital managers have extremely limited decision 

making powers, referring all major decisions up the line to provincial managers. The 

distance between the hospital and the province means that the decision making process 

tends to be slow and inefficient, and unresponsive to community needs and input. 

 

 Under the proposed system of decentralised management, the province will 

delegate significant decision-making powers to hospital management, giving it 

greater authority and flexibility to manage daily operations. In particular, these 

delegations will cover decisions relating to staffing and personnel management, 

procurement and financial management. 
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 The PHA will reduce its role in line management decisions at the hospital level, but 

will retain substantial roles in exercising overall powers of governance over hospital 

management. The relationship between the province and hospital management 

will thus be defined by an explicit „performance agreement‟ rather than by direct, 

hierarchical control. The performance agreement will specify, in detail, what is 

expected by the province from the hospital, and will be linked to the hospital 

budget. 

 

4.5.2 The role of Hospital Boards 
 

In future, Hospital Boards will be empowered to participate in the setting of policy 

and strategy for their hospitals, and will oversee the performance of hospital 

management against specified measures. 

  

 The Boards will be established as statutory bodies reporting to the MEC, and 

will have three primary objectives: 

 to support hospital management in meeting the greater burden of 

responsibility attached to increased delegation of powers; 

 to ensure that hospital management meets its obligations in terms of its 

performance agreement with the province; 

 to ensure that hospital management is responsive to community needs and 

views. 

 

 The Boards will be able to make recommendations to hospital management, 

rather than issue instructions on any issues within the Board‟s jurisdiction. 

Hospital management will be legally obliged to respond adequately to the 

concerns of Boards and the communities they represent. This power, coupled 

with the technical support and expertise provided by the Board, will provide 

Hospital Boards with the necessary level of influence over hospital management.  

  

 The precise jurisdiction of the Board, and the range of functions performed will 

vary between provinces, between hospitals within provinces, and also over time, 

depending upon a variety of local circumstances, including the capacity of 

Boards and hospital management, and local political conditions. 

  

 The powers and functions of Hospital Boards will be set out in clear terms of 

reference which also specify the reporting requirements of hospital management 

to Board and Board to MEC. In addition, the terms of reference will clarify the 

scope of Board interventions to ensure that the Board does not intervene unduly 

in the detailed day-to-day running of the hospital. The terms of reference will be 

agreed between the PHA and the Board in a memorandum of agreement, and will 

require the endorsement of the MEC. 

  

  

  

4.5.3 The composition of Hospital Boards 

 

Each Hospital Board should comprise approximately 15 persons, of whom a 

majority are community representatives, with the balance made up of nominated 

experts. An official from the PHA, the hospital CEO and one or more 
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representatives of the hospital staff will attend meetings, but will not be members or 

have voting powers. All Board members will be appointed by the provincial MEC, 

following nominations from different forums. 

 

 Board members will be entitled to remuneration for expenses incurred in 

travelling to and attending meetings, but there will be no additional remuneration 

for time spent on Board business as Board membership will be viewed as 

voluntary community service. 
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Diagram 4.1: Governance at Regional and Central Level 
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       Diagram 4.2: Governance at District Level - The Provincial Option 
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       Diagram 4.3: Governance at District Level - The Statutory Option 
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Diagram 4.4: Governance at District Level - The Local Government Option 
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CHAPTER 5: HOSPITAL MANAGEMENT STRUCTURES, 

SYSTEMS AND CAPACITY             

 
 

5.1. INTRODUCTION  - THE CURRENT SITUATION 

 

As discussed in Chapter 2, there is general recognition that the structures, systems 

and skills in the current hospital system are inadequate to meet the considerable 

challenges facing hospital managers and the requirements of a transformed public 

service. 

 

 Hospital management structures are generally very hierarchical and 

characterised by strong professional boundaries. They are based on the 

assumption of key decisions being taken at higher levels of the health 

bureaucracy or outside the health sector. This leads to poor general management 

and team approaches to managing hospital functions, although notable 

exceptions to this tendency exist. Structures also contribute to a pervasive sense 

that hospital managers are not the real decision-makers. 

 

 Management systems are often ineffective or inappropriate to decentralised 

management because they are rule-bound, inflexible, out of date, complicated, 

unintegrated and focused on inputs rather than outputs. This relates both to 

major corporate systems (e.g. financial and other management information 

systems) and operational systems, including  basic areas such as transport or 

catering. Structures and systems for effective community involvement and 

participatory management are often non-existent or need extensive 

development. 

 

 Existing managerial capacity in the health system, while under-utilised, is 

generally inadequate at hospital and higher levels. Managing hospitals with 

considerable devolved decision-making will also require some new capabilities, 

particularly in the hospital-wide aspects of general management (e.g. finance, 

human resources). Clinical professionals are trained to be decision makers and 

problem solvers but an environment and support system must be developed to 

release this latent capacity.  

 

 

5.2.  MANAGEMENT STRUCTURES IN A DECENTRALISED 

MANAGMENT SYSTEM - GENERAL PRINCIPLES 
 

Under decentralised hospital management, management structures will be revised to 

reflect the complex, multi-speciality, multi-professional nature of hospitals. 

 

Due to the different needs and circumstances of different hospitals, there can be no 

rigid blueprints for management structures which will be appropriate to all 

hospitals. However, all decentralised hospital management arrangements should 

reflect the need for general management in each hospital, and the need for a high 

degree of delegation of management authority and accountability. The general 

management approach is already evident in the best examples of management at 
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ward and superintendent/ senior management team levels in the current system. This 

approach, which is illustrated in Diagram 5.1, emphasises the following features: 

 

 The parallel, hierarchical structures are replaced with ones based on cost and 

responsibility centres. These will span many traditional divides and focus on 

managing whole processes, systems and natural activity units of hospitals. 

Hospital departments which do not provide services directly to patients should 

see patient-care departments as their valued clients. The divisions of hospitals 

into management units will differ according to the needs of individual 

institutions.  

 

 A clear focus of managerial authority and accountability is needed for the 

hospital and within each area of activity. These foci may be individuals or 

teams. However, where a team approach is used it is essential that this does not 

cause unnecessary delays, lack of clarity, fudging of decisions, or tendencies for 

individual members to pursue narrow interests rather than giving direction to the 

whole organisation. 

 

 People in these management positions need to take full responsibility for the 

quantity and quality of activity, staffing, supporting resources, and associated 

financial matters. For managers to be held accountable for the effective 

operation of a hospital they must have a clear idea of what is expected of them, 

and must have control over all relevant operational functions. This requires new 

arrangements for functions which currently fall outside hospital structures (eg. 

works and transport), so that hospital managers control these directly or through 

contractual arrangements. 

 

General management should be seen as an approach to management and the need 

for management skills, rather than with reference to managers‟ backgrounds. It is 

clear that many aspects of hospital management require knowledge of medical and 

nursing issues, and professionals may be legally required to authorise some 

decisions.  Staff with professional backgrounds, supplemented with management 

skills, are therefore expected to be the strongest candidates for general management 

positions in many cases. 

 

However, managers from other backgrounds should clearly not be excluded from 

CEO or other management positions. It should be noted, though, that managers 

without health professional backgrounds may have difficulty winning the support of 

professional staff unless they are skilled communicators and can demonstrate 

adequate understanding of hospitals. It should also be noted that certain functions 

currently performed by superintendents will have to be performed by a medical 

services manager when CEOs are not health professionals. 

 

  

 

 

5.3.  GENERAL MANAGEMENT IN DISTRICT HOSPITALS 
 

District hospital management structures must recognise the need to integrate district 

management, and should avoid over-elaborate management arrangements. 
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The Head (CEO) of the district health services will be accountable to the PHA or 

local government, as well as to Hospital Boards and District Health Council (see 

Chapter 3), for the operation of all components of the district health services. The 

CEO will establish the management arrangements in the hospitals and these may 

change and develop over time. 

 

 The general managers of district hospitals may be the District CEO or a specific 

hospital general manager. Major determinants of who fills the position will 

include: 

 the hospital size, workload and circumstances; 

 which candidate has the best management skills; 

 availability of staff such as doctors to commit adequate time to CEO duties; 

 potential biases against other services if a District CEO is the hospital 

manager. 

 

 In designing management units, it may be impractical to create management 

units and cost centre teams around particular clinical disciplines (e.g. maternity, 

paediatrics, surgery). In general, it is anticipated that the cost centres and 

management units in district hospitals will be vertical, for example: 

 Medical and Clinical Support Services; 

 Patient Care Services; 

 Administration and Support Services. 

 

The challenge in such hospitals will be to avoid management structures which 

entrench traditional management approaches and neglect general management and 

multi-disciplinary team working. Guidance from provinces and more experienced 

managers will be crucial in the change process. 

 

More specialist management functions (e.g. human resources and accounting), as 

well as services which may benefit from district-wide economies of scale (e.g. 

transport and laundry) could be provided for groups of hospitals and managed by 

the District Management Team or by one hospital for the whole district. 

 

 

5.4  GENERAL MANAGEMENT IN REGIONAL AND CENTRAL 

HOSPITALS  
 

Regional and central hospitals are large, multi-specialty, multi-professional 

organisations, and will have considerable delegated authority. 

 

Overall executive authority in these hospitals will rest with a CEO. Strong 

managerial skills will be the main determinant of suitability for the CEO post. Most 

CEOs should have management-related post-graduate qualifications and/or 

substantial managerial experience. 

 

The management structures of these hospitals must reflect various service, 

diagnostic and therapeutic activities and processes, as well as support roles, and the 

need for output orientated management. All support departments should see clinical 
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divisions as their clients. One example of such a structure is represented in Diagram 

5.2. It includes: 

 

 Clinical Divisions - eg Surgery, Medicine, Paediatrics. These could be sub-

divided into further cost centres in larger hospitals or aggregated in smaller 

ones; 

 Clinical Support Departments - eg Pathology, Radiology, Pharmacy, Theatres; 

 Hospital Wide Support Services - eg Transport, Catering, Linen Services, 

Works; 

 Corporate Management Departments - eg Human Resources, Administration, 

Finance. These support all other units, although some subdivisions of hospitals 

may include some internal capacity in areas such as financial management. 

 

Management units will generally coincide with cost centres which take 

responsibility for their own budgets and will be able to shift resources between 

inputs to maximise service outputs. This management approach will be new for 

most hospitals, and may require special assistance and phased implementation. 

 

5.4.1 Internal management committees 
 

Hospitals will require internal management committees to fulfill specific functions. 

These are likely to include: 

 an Executive Committee to deal with hospital wide operational issues;  

 a Management Forum, with broader representation, which concerns itself with 

longer term planning of services. 

 

The structure and membership of the internal management committees will also 

require attention and the precise form of these bodies will be determined according 

to the circumstances of  individual hospitals and units, and can be expected to 

change over time. 

 

 

5.5   MANAGEMENT SYSTEMS 
 

Systems are all the procedures, formal and informal, that make a hospital function. 

They are numerous and complex, and  include management information systems, 

admission procedures, ward and OPD practices, financial and accounting systems, 

and procurement systems.  

 

Systems development will be a key factor in transforming hospital management. 

Systems probably have more impact on efficiency and effectiveness than any other 

management intervention. Single inefficient systems can impose huge inefficiencies 

on overall hospital function, while effective systems can often compensate for 

limited management capacity. Moreover, without effective operational and 

information systems, it will be difficult to delegate with confidence. 

 

New or revised systems will be needed within five years in many key areas, 

including: 

 

  management information systems; 
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  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. 

 

To ensure that these systems are relevant to hospital requirements, they should 

generally be developed with a "bottom up" perspective, in close consultation with 

hospital managers, rather than from the top down. Old systems should not fall away 

before adequate new systems are in place. 

 

Some new systems can be developed, and old ones revised, within hospitals. 

However the capacity for systems development will be limited by other tasks of 

decentralisation and the ongoing demands of hospital management. Many systems 

will also need to be coordinated with those of other institutions. Additional outside 

support from provincial and national departments will therefore be essential for 

systems development and implementation. This should include bridging finance, 

and other short term resources and mechanisms to accelerate systems review and 

development.  

 

In some areas of management, simply the availability of good-practice guidelines or 

computerisation of existing systems will enable hospital managers to improve 

operating efficiency. Managers‟ requests to obtain small numbers of personal 

computers and “off the shelf” software for their offices and key departments must 

be given priority, at least in the short term, as the costs are likely to be small relative 

to efficiency gains. 

 

Generally, however, more comprehensive support will be required to change 

existing systems or introduce new ones. This might include developmental work, 

training, supply of materials (eg guidelines, written procedures, software), supply of 

equipment, help with systems introduction and ongoing follow-up. 

 

In the near future, agreement will be necessary on which systems: 

 

 will be developed nationally for the whole health and hospital system (eg the 

core health information and financial management systems); 

 will be developed through cooperation between Provinces, but which may not 

apply to all Provinces (eg staff appraisal or computerised patient management 

systems); 

 will be best developed in the particular circumstances of a Province or group of 

hospitals (eg catering or transport systems). 

 should be contracted out. 
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5.6.   MANAGEMENT CAPACITY 
 

Management capacity must be developed both to overcome basic deficits in existing 

management, and to meet new needs under a system of decentralised hospital 

management. 

 

5.6.1.  Tasks of management in a decentralised hospital management system  
 

 Leadership must be provided by managers at all levels to guide and motivate 

staff during the change process. This will require effective communication, 

articulation of new visions for hospitals, management of the stresses of change, 

and development of clear action plans which allow each staff member to 

understand their role. 

 

 Effective team working. Managers will form, participate in, and lead teams. 

They should focus on development of ideas, coaching inexperienced members 

and building consensus rather than  simply directing. 

 

 Collaboration. Managers must develop ways to break down barriers between 

different professional, worker and management groups in hospitals. Externally, 

they will have to develop partnerships with Boards, communities and other 

stakeholders.  

 

 Innovation.  Managers will constantly analyse processes and systems under 

their control and seek better, often non-traditional approaches to management 

issues.  

 

 Delegation. Managers should be skilled in delegation to subordinates, defining 

roles and expectations clearly, and intervening only when necessary. 

 

 Problem Solving. Managers must feel responsible for resolving operational 

problems, with support and advice where necessary, rather than referring them 

up the system.  

 

 Continuous Quality Improvement programmes must be implemented.  

 

 Negotiation and communication skills of managers will be crucial to handle the 

above tasks, as well as labour relations management.  

 

These tasks will fall on managers at all levels. The associated skills, knowledge and 

attitudes will require a comprehensive organisational and management development 

process, which must be closely related to the actual changes occurring in a hospital.  

 

5.6.2 The new functions of management 
 

In addition to the above generic tasks, decentralised hospital management will 

require specific capacities for new functions. These will include : 

 skilled administrative support for Boards. In larger hospitals, a specific Board 

Secretary in the CEO's office may be required; 
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 services of qualified accountants for financial management, and legal advice 

where required;  

 qualified human resource and labour relations manager;  

 expert support in procurement and managing contractors; 

 information management expertise to assist managers to identify their 

information needs, develop systems and specify appropriate information 

technology; 

 hospital engineering support and advice.  
 

In these areas, capacity may be dedicated or part-time, in-house or shared between 

hospitals, or out-sourced from other government bodies or the private sector. Needs 

and choices between these options will depend on hospital size, which 

responsibilities are being delegated to a hospital and the most practical, efficient 

way of obtaining management inputs. In larger hospitals, dedicated full-time 

appointments at executive level will be required in areas like financial and human 

resource management.  

 

5.6.3  Retaining and attracting effective managers 
 

The larger hospitals in South Africa employ thousands of staff, have budgets of 

hundreds of millions of rand and are, by any standards, big organisations. They are 

also very complex and fall under considerable public scrutiny. The CEO and 

management teams under decentralised management, must therefore be capable of 

this major management task. The considerable skills and experience of existing 

hospital managers must not be lost. In order to attract and retain appropriate 

managers several initiatives are required: 

 

 Career paths for managers must be revamped and health sector PASs created to 

make it possible to establish posts which match management responsibilities. 

  

 In the short term, alternative approaches may be needed to appoint key 

executives such as CEOs, accountants and human resources managers. These 

alternatives may include: 

 obtaining Chapter J exemptions; 

 using special dispensations available for financial managers; 

 short term management contracts; 

 maintenance of a permanent appointment with an add-on short term contract 

to reflect additional responsibilities.  

  

 In the longer term, the most senior level managers should be appointed under 

limited term, performance-linked contracts. 

  

 Creation of expert posts for regions or hospital groups may provide an important 

means of making progress in the short term. These could provide support to both 

hospital and other district managers. 

 

Ensuring adequate management capacity for hospitals will require extra financial 

resources. However, it is to be emphasised that this should take place within a 
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framework of cost saving and the expectation that hospital managers will achieve 

savings and shifts in resources from support functions into direct patient care. 

 

5.6.4  Management development and training implications 
 

Effective decentralised management of hospitals as well as District Health Systems 

will require the development of up to 300 hospital CEOs. This development process 

should be undertaken on a phased basis in line with the implementation process for 

decentralised management. Many CEO candidates will already be working in the 

public health care system, while others may be recruited from other sectors of the 

economy. 

 

 There is an urgent need to identify individuals who are potential CEOs. Their 

strengths and weaknesses must be assessed, their development requirements 

met, and provision made for continued support when they take on their new 

roles. 

  

 Other members of hospital senior management teams will also require an 

assessment and development process. Managers from outside the health service 

(eg accountants) will need orientation into the specific characteristics of hospital 

management, and support in adjusting to a new environment. Existing public 

sector managers will require reorientation to a decentralised system which 

requires active management rather than administration. This process will also 

help to identify potential successors for the top positions. 

  

 For managers at other levels, each hospital, with provincial support, will identify 

their development requirements. Some of these requirements will be generic ( 

e.g. budgeting skills) while others will be specific to the particular situation.  

 

Training will require initiatives particularly at provincial and inter-provincial level. 

The Management and Organisational Development Units being established in a 

number of Provinces should meet these needs in a flexible way, making effective 

use of outside programmes and expertise. It is crucial that training institutions must 

see hospitals and provinces as clients and respond to their changing needs. Where 

this does not occur, hospitals should be able to look to other sources for training.  

 

 Training should use a range of methodologies. During the period of transition 

particularly, the time of managers must be concentrated at the workplace. In 

some cases managers and organisations will benefit from long courses but these 

will tend to be the exception. There is thus a need to develop good learning 

materials, short courses, distance learning programmes and effective 

collaboration in management development between trainers and practising 

health managers.  

  

 While management development and training should provide a sound theoretical 

basis, it must respond to the immediate needs of the managers, organisational 

aims and the value of "learning by doing". This also requires that senior 

managers contribute to subordinates' development through objective setting, 

appraisal, formal mentoring systems and coaching in day-to-day management 

challenges. 
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 Structured opportunities, with expert facilitation, should be created for managers 

in the same region or discipline to meet, pool expertise and discuss problems. 

  

 A framework of appropriate management qualifications is required. Short 

courses should be accredited, and could contribute to higher qualifications. 

  

 Opportunities should be explored for including hospitals in university and 

technicon training programmes for managers and professionals. 

  

 Financial support for individual managers to undertake appropriate training 

should be made available.  

  

Training initiatives in the immediate future may mainly be orientated to meeting 

urgent needs. However development of managers to fill senior posts in 10 to 15 

years time must be considered now. Consideration should given to supplementing 

those drawn from clinical professions with a specific education and training in 

health and hospital management.  

 

 

5.7 SUMMARY 
 

5.7.1 Management structures 

 

 A general management system will be introduced in most hospitals to unify and 

integrate management, and also to enable decentralisation within the hospital. 

  

 Each hospital will have a chief executive officer as the single focus of authority. 

This will replace the current “hierarchical silo” model, in which medical staff, 

nursing staff and administrative staff are each accountable to different 

authorities within the hospital, and above them, within the provincial 

administration. The CEO must have appropriate general management skills and 

may come from a professional or non-professional background. 

  

 Within hospitals, management structures will be based on cost centres and 

functional units. Each will have a single focus of authority and significant 

managerial authority, preferably including their own budgets, staff, and other 

resources. 

  

 Clear lines of responsibility and accountability will be maintained, but these will 

concentrate on creative use of team work and encouraging decision-making and 

problem-solving, that is as close to the operational level as possible.  The 

number of levels of authority within hospitals will be significantly reduced. 

  

 There will be a shift from a culture of “rules and regulation” to one of 

accomplishing tasks, meeting needs and reaching targets.  This will be 

accompanied by a strong emphasis on continually reorienting the hospital to the 

needs of patients and other clients, and to improving the quality of services 

guided by the principles of Total Quality Management. 
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 Appropriate internal governing committees and fora will be introduced to ensure 

adequate participation, consultation and communication. 

 

5.7.2  Management systems 

 

 Hospital systems will be revised, redesigned and upgraded, including all the 

important areas of hospital activity where more effective, efficient and flexible 

procedures are needed. 

  

 New systems will be developed to support decentralised management, including 

systems for financial management (including cost centre accounting), human 

resource management, and providing management information. 

  

 5.7.3 Management capacity 
  

 Decentralised hospital management will require managers with new skills and 

who are able to perform a variety of new functions. There will be intensive, 

well-researched programmes to identify and develop suitable individuals for 

hospital leadership and senior management, most of them coming from within 

the health services. 

  

 Larger hospitals are big, technically-complex organisations spending hundreds 

of millions of Rand per year.  With decentralisation they will amount to a major 

management task for the Chief Executive and other senior staff.  To attract and 

retain high-calibre managers for this task will require appropriate remuneration, 

beyond that currently available within civil service.  This will be balanced with 

greater personal accountability, such as limited-term performance-related 

employment contracts. 

  

 There will be management development and training for senior and mid-level 

managers.  This will be immediately relevant to the working environment, and 

closely linked to the decentralisation process and the introduction of new 

methods and systems in hospitals.  Training programmes must be structured to 

avoid removing managers from the workplace, except for short periods. 

  

 Career paths for hospital managers and health professionals must be made more 

appropriate to cultivate effective managers. 

  

 In the short term, extra financial resources will be required which must be off-

set by efficiency gains within given time frames. 
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Diagram 5.1: Replacing Traditional Hierarchies With General 

Management  
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Diagram 5.2: Example of Hospital Organogram Under a System of General Management 
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CHAPTER 6: STAFFING AND PERSONNEL MANAGEMENT 
 

 

6.1 INTRODUCTION 
 

Effective personnel and labour relations management will be critical to successful, 

decentralised hospital management. Improved personnel management will be key to 

managing the approximately 70% of hospital costs spent on staff and ensuring that 

staff are motivated, take initiative and improve productivity. Rationalisation of staffing 

levels between hospital and the PHC system will also require skilful personnel and 

labour relations management.  

 

 

6.2 CURRENT PROBLEMS WITH PERSONNEL MANAGEMENT AND THE 

NEED FOR CHANGE 
 

Under current circumstances, hospital managers have minimal ability to actively 

manage staff costs or productivity. Managers are not able to ensure that appropriate 

numbers and types of staff are deployed to perform certain hospital functions or 

encourage high levels of staff productivity. Staff at all levels are generally 

demoralised, under-productive and have limited career paths. Active workplace 

management of labour relations issues is often non-existent, resulting in frustration for 

workers and management which leads to serious and unnecessary breakdowns in 

labour relations.  

 

These problems arise because of inadequacies in several areas. 

 

6.2.1 Lack of personnel management authority 
 

Key management functions have to be referred to more central authority for approval 

and tend to be performed extremely inefficiently. These functions include: 

 appointments, even in urgent, clear-cut cases; 

 transfers; 

 reward of good performance; 

 discipline and dismissals even in cases of gross misconduct; 

 grievance resolution;  

 minor changes to staff establishments or job descriptions. 

 

The proportion of decisions which are disapproved is extremely low for many 

hospitals. In addition, approval is often given by junior officials who may have no 

understanding of the situation on the ground. As a result, the need to refer decisions to 

central levels simply imposes unnecessary delays on action, rather than changing or 

improving decisions. 

 

Nevertheless, it is clear that many hospital managers find that centralised authority can 

assist them in specific circumstances. These include the setting of guidelines (not rigid 

rules) and standardised criteria or procedures, and the ability to refer complex 

problems to higher authority. 
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6.2.2 Personnel management structures 
 

The Public and Provincial Service Commissions and Management Advisory Services 

wield enormous power over hospital personnel management, but lie outside of the 

Department of Health. Their decisions and priorities, and the systems they administer 

are frequently inappropriate for health service requirements.  

 

Important examples of this lack of responsiveness to needs of hospitals are the work 

study system and the PSC's PAS system. Long delays occur while health managers 

wait for outside departments to perform work study investigations. The PASs define 

staff categories, career structures, job descriptions, remuneration and criteria for 

appointment and promotion. Their design assumes that managers are not fiscally 

responsible, active or output orientated. Thus rigid criteria for suitability for certain 

posts, job descriptions and promotion are stipulated to control inappropriate 

management decisions. Furthermore, the system spans the public service as a whole, 

and is inadequately geared to the specific needs of the health sector. This leads to rigid, 

restrictive job descriptions and qualification criteria, limited and inappropriate career 

paths for managers, clinical and other staff, and inadequate remuneration to attract, 

retain and reward key staff. 

 

Within hospitals themselves, structures often do not exist to allow meaningful and 

efficient management of labour relations and personnel. 

 

6.2.3 Personnel management systems 
 

Systems for personnel management are generally orientated to administration and 

central control rather than effective management, and are often complex, duplicative 

and overloaded with routine matters. This frequently leads to severe delays, 

inefficiency, frustration, demoralisation and industrial action. Particular problems arise 

because: 

 

 processes involve too many, often duplicative, layers of authority and steps;  

 procedures are too comprehensive; even routine, non-technical decisions have 

to be processed centrally; 

 communication via memoranda, forms and intermediaries fails to deliver rapid, 

appropriate decisions; 

 computerisation is inadequate; even the computerised PERSAL system, which 

provides information on staff establishments, is slow and inaccurate; 

 performance-based evaluation and reward systems are so cumbersome that 

most staff are simply promoted in turn on the basis of length of service; 

 work-studies conducted prior to staff establishment change often use unhelpful 

methodology and simply result in delays; 

 most hospitals only carry out basic staffing and personnel procedures and do 

not have modern personnel or labour relations management systems, nor  allow 

for meaningful, efficient staff participation in personnel management 

decisions. 
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6.2.4 Personnel management capacity 
 

Both at hospital and higher levels, there are inadequate numbers of staff with training 

and skills for effective human resource and labour relations management. Deficiencies 

occur not only in specific personnel and labour relations management positions, but 

also in the lack of human resource management skills of line managers. Personnel staff 

tend to be trained more for personnel administration focused on following rules and 

procedures, rather than active personnel management. Those at higher levels 

frequently have inadequate understanding of hospital functions and priorities. 

 

Ability to attract and retain adequate personnel managers is hampered by frustrations 

of public sector work and inadequate remuneration. Development of adequate capacity 

has also been hampered by lack of appropriate training, and by inadequate numbers of 

dedicated human resource and labour relations posts within hospitals and departments 

of health. 

 

6.2.5 Organisational culture 
 

Many obstructions to efficient personnel management result from established patterns 

and habits, or policies which are not required by legislation and regulations. Particular 

examples  include: 

 

 Inter-provincial variations in efficiency or restrictiveness of personnel 

management, and the degree to which Provincial Service Commissions have 

been innovative and accommodated service needs, rather than creating a new 

layer of obstructive bureaucracy. 

 Recent increases in centralisation of authority through Cabinet and bureaucratic 

decisions. In some provinces, even appointment of a porter has to be approved 

by the Director General. Central decisions to indiscriminately freeze posts have 

made managers unable to fill posts which are essential to service delivery. 

 

 

6.3  OPPORTUNITIES FOR CHANGE 
 

The White Paper on the Transformation of the Public Service and the Labour 

Relations Act create opportunities to address shortcomings in hospital personnel and 

labour relations management. 

 

The White Paper calls for movement to a system of decentralised management 

authority and accountability, based on performance against specified objectives and 

standards. This involves: 

 redefinition of the roles of the PSC and other administrative and statutory 

agencies; 

 revision of personnel management systems to increase efficiency; 

 enhancing capacity through active human resource development, needs-based 

training and improved career paths and employment conditions; 

 changing the organisational culture within the public service to encourage 

initiative, performance orientation, and participatory approaches to decision 

making. 
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The Labour Relations Act (1995) provides a labour relations framework for a 

decentralised hospital management environment. Several provisions have particular 

importance in this context, including the establishment of: 

 

  Sectoral Bargaining Councils.  

  

  Revised strike and dispute resolution procedures. These make provision for 

essential services, and create mechanisms for resolving disputes and 

safeguarding workers' and unions' rights in a decentralised system. 

  

  Workplace Forums. These will enable workers to have more effective say in 

matters which affect them, and to coordinate with managers to avoid 

unnecessary labour relations breakdowns and operational inefficiencies. 

  

 

6.4 REQUIREMENTS FOR EFFECTIVE HOSPITAL STAFF 

MANAGEMENT 
 

6.4.1  Active personnel management 
 

To enable hospital personnel managers to make efficient decisions in response to local 

service and staff needs, the bulk of personnel management functions should be 

devolved to hospital managers (or managers serving groups of smaller hospitals). 

Managers must be able to: 

 

 Deploy staff appropriate to service needs within a hospital. This requires that 

managers are able to: 

 appoint staff and change staff establishments without inefficient delays; 

 obtain appropriate training for staff; 

 work with appropriate and flexible job descriptions.  

  

 Promote staff productivity. This requires that managers are able to: 

 reward good performance, provide career paths and development for 

motivated staff; 

 provide safe workplaces and attractive general  conditions of service; 

 discipline and, if necessary, dismiss staff in cases of misconduct, and 

remedy problems or limit promotion in cases of weak performance. 

 

 Actively manage labour relations issues to avoid unnecessary conflict or 

frustration. 

 

 

 

6.4.2 Appropriate checks and balances and incentive structures 
 

In the pursuit of certain performance objectives, managers may well have incentives to 

compromise efficiency, equity or other policy objectives. For example, managers with 

incentives to focus on cost containment may reduce staff costs to a point which 

compromises quality of care. Unlimited delegation of power to hire, fire and reward 
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staff could potentially compromise workplace justice and equitable employment 

opportunities. Individual institution's decisions could also negatively effect other 

health services, for example by affecting the distribution of health personnel between 

services. In addition, poor management decisions to hire or retrench staff can impose 

long term costs on public sector funds.  

 

Decentralisation of managerial authority over personnel therefore requires certain 

checks and balances on management, although these should not be implemented in a 

way which  simply replaces old, excessive restrictions on effective management with 

new ones. 

 

 Managers must be rewarded for making good decisions, and be held 

accountable and sanctioned for poor decisions.  

  

 Monitoring and evaluation mechanisms and structures should be in place, both 

within and outside hospitals, through monitoring by Boards, and by the PHA 

or other authorities. 

  

 Rights of workers and their organisations‟, as defined in the LRA and 

Constitution, must not be compromised, and systems and codes must be 

consistent with those set up by labour relations legislation. 

  

 Adequate, efficient structures, procedures and capacity for appeals, mediation 

or arbitration should be available in cases when management decisions are 

challenged. In general, systems should change so that the bulk of disciplinary 

and grievance procedures and appeals are handled at hospital, or hospital 

group, level. Referrals to higher authority or outside mediation and arbitration 

should be the exception. 

  

 Guidelines on aspects of personnel management, such as staff establishments, 

pay and various procedures should be established and used appropriately.  

  

 Provincial departments should delegate personnel management powers to 

hospital level, with due consideration for the personnel management expertise, 

willingness to take on responsibility and the complexity of personnel 

management issues in individual hospitals. 

  

 Provincial authorities should be able to comprehensively or selectively 

withdraw delegations to particular hospitals if clear mismanagement of 

personnel or labour relations occurs. 

 

 

6.5  THE ROLES OF HOSPITAL MANAGERS AND BOARDS IN A 

DECENTRALISED PERSONNEL MANAGEMENT SYSTEM 
 

Under a decentralised system of hospital management, the following authorities will 

be performed at institutional level subject to appropriate checks and balances. Note, 

while hospital management will consult with the PHA on important personnel and 

human resources issues, this does not imply that management must obtain 

authorisation from the PHA before proceeding. In the case of smaller hospitals, 
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authority for performing these functions may reside in a management team for a group 

of hospitals or the Region. (See Appendix I for a detailed listing of personnel 

functions, suggested location of authority, checks and balances and regulatory or legal 

change requirements.  

 

6.5.1  Payment of staff  

Hospital managers, in consultation with Boards where necessary, will have authority 

over: 

 the starting pay notch of new employees, progression to higher notches, or 

withholding of increases, according to performance; 

 the number of notches by which salaries can increase;  

 performance related bonuses for professional and other staff or teams where 

appropriate (from a specific budget for bonuses). 

 

However, certain pay-related issues would fall outside the authority of the hospital and 

Board:   

  

 basic pay levels and rates for normal and overtime work, grading systems and 

overall increases for various categories of staff will be set nationally; 

 approval of Board recommendations on performance related bonuses for senior 

managers will be undertaken by the PHA.  

 

6.5.2  Staff establishment and organisational change 
 

Hospital management, after appropriate consultation with the Board, would have 

authority to:  

 create posts at lower or senior levels; 

 appoint temporary or locum staff in the event of absences (eg maternity leave) or 

temporary capacity requirements; 

 write and sign contracts for contract staff; 

 authorise staff transfers in consultation with other institutions; 

 abolish vacant posts;     

 define tailored job descriptions within a health sector employment framework. 

 

However, authorisation of substantial changes involving retrenchments and 

redundancies will be retained at higher levels. 

  

  

6.5.3  Appointments 
 

The following functions would generally fall under the authority of hospital 

management: 

 the decision to fill a post, advertising, short listing, selection/interviewing; 

 power of appointment of all staff below the level of Director (or equivalent), and 

all professionals; 

 appointments at or above Director level would be made by the Board, subject to 

DHA or PHA ratification. In smaller hospitals, certain management appointments 
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below director level (designated by the PHA) would also be by the Board, DHA or 

PHA.  

 joint appointments with educational or other institutions, in consultation with 

relevant provincial and university authorities; 

 part-time appointments of medical and other staff; 

 conversion of temporary or contract appointments to permanent appointments and 

extension of contracts;  

 secondments will be negotiated directly with other, authorities. Inter-provincial or 

inter-departmental secondments would require PHA authorisation. 

  

6.5.4  Performance appraisal, meriting and promotion 
 

Hospital managers will have authority over:  

 setting specific criteria for appropriate performance; 

 performance appraisal; 

 promotion; 

 composition of performance evaluation / meriting committees and committees to 

advise on academic matters; 

 ability to extend probationary periods. 

 

6.5.5  Labour relations management 
 

Primary responsibility and authority for labour relations management will be at 

hospital level, subject to available management expertise, legal rights, codes of 

practice and referral mechanisms compatible with the Labour Relations Act (LRA). 

Conciliation and arbitration procedures prior to referral of matters to the Public Sector 

Coordinating Bargaining Council (PSCBC) and other central mechanisms prescribed 

by the LRA, and identification of accredited mediators and arbitrators as envisaged by 

the Act, remain to be negotiated between labour organisations and health managers. 

Regulations should give workers and managers leeway to agree on local dispute 

resolution mechanisms which can avoid inefficient referral to higher levels. Hospital 

Boards and PHAs are expected to have roles in dispute resolution. 

 

Complaints will be handled exclusively at institutional level. Individual grievances 

which are not adequately resolved at institutional level will be referred to the PHA, or 

other mutually agreed governmental or non-governmental bodies, for conciliation, 

mediation or arbitration. Collective grievances, when not resolved by institutional or 

provincial mechanisms or which involve matters outside their jurisdiction, will 

ultimately be referred to the PSBC and further procedures prescribed by the LRA. 

 

6.5.6  Discipline 
 

The following authority will be vested at hospital level or, where necessary,  at 

regional level for smaller hospitals. 

 verbal and written warnings; 

 suspension; 

 dismissal ; 

 hearing of appeals. 
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6.5.7  Training; staff development and human resource planning and policy 
 

 Institution level planning and policy will fall under hospital managers and 

Boards.  

  

 The institution will determine training needs and identify staff to receive 

training. Depending on capacity and cost-effectiveness, training itself could be 

provided by internal teams in large institutions, or regional teams of trainers, 

which might provide support to other sectors. Provincial Training Departments 

should be more responsive to hospital needs. They will have particular roles in 

training trainers and counsellors, and providing more complex training 

programmes. 

 

6.5.8  Staff welfare functions 
 

Subject to guidelines and budget constraints, institutional managers will have authority 

over: 

 sick leave, study leave, official leave to attend conferences and maternity leave; 

 unpaid leave for over six months; 

 replacing people absent without leave; 

 occupational health and safety; 

 allowances for travel and subsistence, and relocation; 

 identification of work weeks; 

 stipulation of meal times; 

 assignment, reassignment and sub-letting of official accommodation. 

 

6.5.9 Private practice 
 

Subject to policy guidelines and monitoring, arrangements with professionals who 

engage in private practice will fall under the authority of hospital managers. 

 

6.5.10  Payroll administration  
 

The use of the PERSAL system of payroll administration, including cheque issuing, 

control and monitoring, will continue, provided it proves adequately responsive to 

institutions' needs.  

 

 

6.6  THE ROLES OF AUTHORITIES ABOVE HOSPITAL LEVEL. 
 

Public authorities above hospital level should perform very limited line function 

personnel management roles within hospitals. These would be restricted to 

involvement in management decisions about certain designated ranks or types of posts, 

and approval of decisions where there are significant deviations from general 

guidelines. In general, it is suggested that the role of authorities above hospital level 

should be to: 

 

 develop appropriate personnel policies, guidelines and performance targets; 

 provide support and capacity to hospital level managers; 
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 make provision for training for managers and other hospital personnel; 

 create monitoring and control systems; 

 actively monitor and evaluate management performance in relation to specific 

policies and performance objectives, to ensure that managers decisions conform 

with important policies, and to reduce the risks associated with certain delegations; 

 provide systems for appeals to review disputed decisions taken at hospital level. 

  

In future, it is proposed that many functions currently performed by the PSC and 

Management Advisory Services will be performed by the DoH and PHAs to ensure 

that they are performed in a manner consistent with health service needs and priorities. 

The final reallocation of functions between the PSC, Ministry of Public Service 

Administration (MPSA) and other bodies remains to be finalised between them. 

Overall, however, it is suggested that the role of the PSC, MPSA and MAS in future 

should comprise: 

 

 providing technical support; 

 setting broad policy guidelines; 

 monitoring, evaluating and advising service delivery units; 

 ensuring that hospitals‟ personnel policies are fiscally sustainable, equitable 

and consistent with broader public service policy. 

 

More detailed proposals of the roles for PHAs, the DoH, MAS, the PSC and MPSA 

are given in Appendix 1. 

 

 

6.7  SETTING CONDITIONS OF SERVICE AND REIMBURSEMENT OF 

HEALTH WORKERS 
 

It is envisaged that the Public Sector Coordinating Bargaining Council will establish 

grading systems, reimbursement guidelines and other aspects of a general framework 

of terms and conditions of employment. The Health Sector Bargaining Council will 

establish where particular categories of health workers fall within this system, and its 

decisions will need to be ratified by the PSCBC to ensure that compatibility with other 

public service departments is maintained when appropriate. Individual institutions will 

determine details of job descriptions and where individual workers fit into the health 

sector employment framework, in accordance with their competence.     

 

6.8  PREREQUISITES FOR EFFECTIVE DECENTRALISED PERSONNEL 

MANAGEMENT 
 

Effective decentralised hospital personnel management will require that appropriate 

developments occur in the personnel management structures, systems and capacity.  

 

6.8.1 Personnel management systems 
 

The PAS system should be revised or replaced. Health sector-specific PASs must 

accommodate the needs for certain skills and career paths in health services, and skills 

and personal career development among employees. Requirements include: 
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 Systems of staff classes, job descriptions and eligibility criteria for various posts 

and promotion. New PASs or guidelines should increase simplicity in 

administration, and reduce rigidities which prevent effective reward of good 

performance or allocation of posts and tasks to employees according to service 

needs. Guidelines should promote appointment, promotion and career 

development based on basic entry educational qualifications, performance and 

competency rather than simply seniority and formal qualifications. Length of 

service per se should be rewarded separately, where appropriate. If management is 

more active, financially accountable and judged according to outputs and 

performance, such a competency based system will be more feasible than under 

the current centralised system.  

  

 Revised remuneration packages and grading systems, to attract and retain good 

personnel managers and other hospital personnel. 

  

Appropriate systems are also required for: 

 

 Establishing, reviewing and consistently revising personnel management 

guidelines. 

  

 Financial management to ensure that personnel managers take budget constraints 

into account in decision making. 

  

 Labour relations, including: 

 systems for communication with employees and participatory management, 

which allow effective employee participation without creating a proliferation 

of structures and processes; 

 efficient systems of grievance and dispute resolution which recognise the 

particular needs of essential services workers; 

 provision of better information to employee organisations and management 

negotiators to ensure that bargaining and negotiations are based on better 

understanding of financial and service implications. 

  

 Monitoring and evaluation: 

 within institutions to assess and reward performance and provide other 

personnel management information; 

 at more central levels to detect inefficiency or abuse of personnel management 

authority. 

  

 Regular and meaningful personnel management reports. 

  

 Mechanisms for community and patient input into personnel policy and 

performance evaluation. 

 

Existing systems which may be carried over into the new personnel management 

system should be reviewed and revised to reduce unnecessary duplication or 

complexity. 

 

6.8.2  Personnel management structures 
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 Intra-institutional structures such as workplace fora, and selection and promotion 

committees are needed to ensure that personnel management is transparent and 

participatory.   

  

 There is also a need for structures outside of the hospitals, such as: 

 a Health Sector Bargaining system; 

 regional, provincial and national training bodies; 

 regional and hospital-group management teams to provide personnel and 

labour relations management backup to smaller hospitals. 

 

6.8.3  Measures to improve management capacity 
 

 Remuneration of personnel managers and other managers in line with their 

responsibilities. 

  

 Establishing posts and career paths for personnel managers in and beyond 

individual hospitals.  

  

 Appropriate training in human resource and labour relations management for 

personnel managers and other managers and supervisors within hospitals. 

  

 Pooling of management capacity and drawing on the skills of experienced and 

skilled managers through regional, hospital-group or provincial level structures and 

systems. This is particularly relevant in situations where: 

 short term managerial capacity constraints mean that expertise is not available 

at hospital level; 

 economies of scale mean that it is more efficient to provide capacity at levels 

above the individual hospital. 

   

 Consideration of strategies and mechanisms to bring in personnel management 

support from outside the public sector. This might be on a limited, contract basis as 

part of a strategy explicitly designed to build public sector capacity, or to provide 

particular expertise which may only be required intermittently. 

 

6.8.4  Promotion of an appropriate organisational culture 
 

 Active efforts should be made to change the organisational culture within 

institutions where, for example, managers and supervisors have a passive approach 

to personnel management and lack initiative, or where a tradition of conflictual 

labour relations has developed.  

  

6.8.5  Employee commitment to decentralised management 
 

Sustainable restructuring of public sector hospital personnel and labour relations 

management depends on acceptance, participation and active commitment by 

employees and their representative organisations. This requires: 
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 a consultative and participatory process of designing and implementing 

decentralised management arrangements at national, provincial and at individual 

institutional level; 

 ensuring that managers in a given institution have adequate skills, as well as 

constructive relationships with employees and their representatives, before critical 

delegations are made; 

 recognition that the focus of change is not limited to cost-cutting, but takes into 

consideration employees‟ rights, and accommodates and promotes their interests. 

 a focus on increasing job satisfaction through improved conditions of service and 

productivity; 

 training to increase adaptability of staff to new functions and allow for self-

development; 

 incentives and rewards to individuals and groups; 

 enhanced communication and team work. 

  

6.8.6  Legislative and regulatory change 
 

Implementation of effective, decentralised personnel management authority is 

expected to require new or changed legislation and regulations which should be 

coordinated with broader developments arising out of the White Paper. Ultimately, 

changes are expected to be required to: 

  

 The Public Service Act (1994); 

 The Public Service Commission Act (1994); 

 The Public Service Regulations, Staff Code and the PAS system; 

 Cabinet rulings on delegation of authority to make decisions on whether to fill 

posts; 

 Financial Regulations, Treasury Instructions and systems of interaction with the 

Departments of Finance; 

 legislation and regulations affecting senior managers‟ pensions. 

  

In some instances recruitment and retention of effective top managers for hospitals 

may require Chapter J exemptions. 

 

 

 

6.9  SUMMARY 
 

Improved hospital personnel management is essential for staff motivation and 

productivity, and to actively manage staff costs, which make up about 70% of hospital 

costs. Currently, human resource management is inadequate as hospital managers lack 

authority, skilled managers are scarce, and structures, systems and organisational 

culture are inadequate.  

 

In line with the policy frameworks established in the White Paper on the 

Transformation of the Public Service and the Labour Relations Act, decentralised 

hospital management will involve the following measures: 
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 Authority for almost all line function personnel and labour relations management 

will be delegated to institutional level, subject to certain checks and balances 

which ensure that broader policy objectives are not compromised. Hospital 

managers will have authority over most aspects of: appointments; performance 

appraisal and promotion; staff remuneration; discipline and grievance procedures; 

determination of staff mix and establishments; hospital HR planning; and training. 

  

 Central bargaining will set the framework for public sector employment, including 

basic pay levels and grading systems. Health Sector specific bargaining 

mechanisms will establish guidelines for applying the framework to meet the 

specific needs of health services and employees. Within guidelines, hospitals will 

have authority over the details of grading and remunerating individual employees 

according to their competency, performance and specific service circumstances. 

  

 Government departments above hospital level will have very limited line functions 

in personnel management. They will be concerned mainly with: setting appropriate 

personnel policies, setting guidelines and performance targets for hospitals; 

monitoring and evaluating performance; providing management support and 

effective staff training responsive to service needs; and monitoring hospital 

performance. 

  

 Changes to systems and structures are required to create more rewarding 

conditions of employment and career opportunities, including: 

 revision of PASs and bargaining arrangements; 

 development of structures such as workplace fora, and performance appraisal 

committees; 

 implementation of fair, efficient systems for grievances, dismissals, appeals 

and dispute resolution, which are consistent with the Labour Relations Act. 

  

 Implementation of decentralised hospital human resource management requires: 

 development of appropriate personnel management capacity; 

 consultation and involvement of employees at all stages of the process; 

 regulatory and legislative changes to allow for appropriate delegations; 

 active change of organisational culture affecting human resource management. 

 

Note: Consult Appendix 2 for a list of the functional areas in which delegations 

are to be made; the changes needed; and the checks and balances which will 

accompany the delegation of responsibility for personnel management to 

hospital management.  
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CHAPTER 7: PROCUREMENT, PUBLIC WORKS AND 

TRANSPORT  
 

 

7.1   PROCUREMENT 

 

7.1.1 The current situation  

 

Public purchasing in South Africa is subject to a wide range of laws, ordinances and 

regulations. The most important legislation in this regard is the State Tender Board 

Act (Act 86 of 1968), the State Tender Board General Conditions and Procedures 

(ST 36), the State Tender Board User Manual (ST 37) and provincial legislation 

which provides for the institution of Provincial Tender Boards in terms of the new 

interim constitution of South Africa. The cumulative effect of this legislation is 

effectively to remove key procurement functions from institutional level to 

provincial or national level. 

 

The current system has certain strengths, most notably the ability of the State 

Tender Board to obtain low prices through bulk purchases of goods and services 

nation-wide, and to ensure that purchases meet the requisite standards and 

specifications. 

 

However, these strengths are outweighed by flaws in the system which frustrate 

hospital managers and render the procurement function slow and inefficient. 

 

7.1.2 Weaknesses of the current system 
 

 Procurement procedures are duplicative and the forms used are often out-dated 

and prolonged. In addition, these procedures are largely outside the authority 

and control of hospital management. The net effect is that tendering consumes 

unnecessarily large amounts of staff time, inappropriate decisions are made, and 

long, often crippling delays occur. 

  

 Institutions have limited powers to replace their own services e.g. cleaning or 

laundry services, with potentially more efficient contracts. 

  

 The amounts delegated to hospitals for procurement without tenders, and for 

tender committees at hospital level, are too low. 

  

 Institutions are obliged to order contract items through the central provincial 

stores, paying an 8% handling fee for items physically handled by the stores, 

and 5% if the order is simply processed through the stores. This lengthy supply 

chain has major disadvantages: 

 poor inventory control; 

 delayed delivery of goods; 

 duplicated transport costs if the supplier is closer to the hospital than to the 

stores; 

 losses due to theft; 

 losses due to the expiry of items with a short shelf-life; 
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 final costs of goods greater than those available from alternative suppliers. 

  

 the system is oriented to buying goods at the lowest price, rather than 

maximising cost effectiveness. Where products and services of inferior quality 

are available at lower cost, a long and expensive process is required to ensure 

that more expensive, but higher quality products are actually purchased.  

  

 Collusion is often thought to occur among big contractors resulting in prices 

higher than the market average. 

  

 Users and suppliers are separated by a chain of intermediaries in the purchasing 

process, often resulting in poor relationships between purchaser and supplier. 

  

 Poorly negotiated contracts may result in hospitals being forced to buy 

unnecessary products, or products in excess of their needs.  

  

 Contracts often provide for retrospective price increases, contributing to budget 

shortfalls. 

  

 Negotiation for better prices at hospital level is not permitted and can only be 

done with prior permission from the State Tender Board. The quotation system 

often results in payment of higher prices than could be obtained through 

negotiation with suppliers, and is open to fraud. 

  

 Contracts are inflexible and institutions or provinces are often locked into 

contracts even when it is clear that more cost effective alternatives are available. 

  

 The procurement staff at hospitals are not trained as buyers or contract 

managers, and simply follow the rules as laid down in the State Tender 

documents 36 and 37. 

 

 

7.2 OBJECTIVES OF PROCUREMENT WITHIN A SYSTEM OF 

DECENTRALISED HOSPITAL MANAGEMENT 

 

The overall objective of the  procurement function is to provide the flow of 

appropriate quality materials, supplies, equipment and services  necessary to support 

the efficient operation of the hospital. Procurement management should ensure the 

achievement of optimal value for public money in the whole spectrum of buying, 

leasing or acquiring of goods or services, and allow for appropriate accountability, 

audit and oversight of procurement decisions. 

 

The development of an effective hospital procurement function must meet the 

following objectives 

 

 Efficiency - hospital managers will be able to acquire high quality products and 

services without unnecessary delay.    
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 Accountability - procurement will form an actively managed part of the budget, 

and sufficient control measures will be in place to prevent overspending or 

misappropriation. The process will be subject to rapid and comprehensive 

auditing, and accountability will be accepted at each step. 

  

 Equity - there will be scope for small scale suppliers to provide hospitals with 

cost effective goods and services even if they are not in a position to win large 

tenders. 

 

Within these broad objectives, the following specific goals will be pursued: 

 

 Simplifying the procurement process in the hospital by eliminating duplication 

of ordering procedures, and making the process more accessible to users, 

procurement staff and suppliers. 

 

 Increasing the decision-making power of  hospital managers to purchase goods 

and services without tendering, but within the framework of accountability, 

fairness to vendors and the greatest cost effectiveness to the state. 

 

 Training the staff responsible for the buying function to operate more 

efficiently.  

  

 Developing good relationships and communication channels between vendors 

and hospital departments.  

 

 Reducing the supply chain by eliminating store functions not needed by 

hospitals and striving for just-in-time delivery at user level.   

 

 Improving the utilisation of advanced information transfer systems in 

procurement and order conveyance. 

  

 Increasing the powers of the tender committee at hospital level through 

delegation, and increasing the responsiveness of the committee to locally 

available, cost effective resources. 

  

 Utilising donor funds quickly and effectively for the procurement of goods and 

services. 

  

 Contracting with the private sector for those services which the Department of 

Health cannot render cost-efficiently. 

 

 

7.3 DELEGATION OF PROCUREMENT FUNCTIONS TO HOSPITAL 

MANAGEMENT 
 

The key objective of future systems of procurement is to increase the decision-

making powers of hospital management and the authority of hospital tender 

committees, to enable them to purchase goods more efficiently and in a manner 

which is responsive to particular needs and priorities at hospital level. Specifically, 
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the spending bands for different forms of procurement will be increased and will be 

regularly reviewed in future, so hospital procurement authority continues to 

increase. These bands will be set at certain maximum amounts, but where provinces 

have already set spending bands above these maxima, the higher amount will be 

retained. Hospitals will also develop modern procurement systems and establish 

stronger procurement capacity of their own. 

 

In the longer term, hospitals will be granted significantly increased responsibility 

for procurement.  If they have the necessary capacity and comply with the requisite 

financial regulations, then hospitals will be able to decide whether to procure on 

their own, through government, or through other agencies. In this regard, there will 

continue to be advantages for some provincial or national procurement, e.g. where 

standardisation is important, or for high cost items where there are significant price 

advantages. In deciding whether to use local, provincial or national tenders, 

hospitals will have to take into account a range of factors including cost, quality, 

delivery time, maintenance agreements and quality and responsiveness of service. 

 

7.3.1 Procurement out of hand 

 

At present, the procurement section at hospital level is entitled to buy goods or 

services to the amount of R1 500  without obtaining any quotations or going 

through any tender procedures.   

 

 In future, the spending band limit for buying out of hand will be increased to a 

minimum of R5 000, adjusted annually for inflation. The authority to acquire 

these items will lie with cost-centre managers who will be able to order the item 

from the lowest cost supplier. The manager will approach the buyer from the 

procurement department to handle the transaction on his or her behalf. 

 

6.3.2 Procurement by Quotation 

 

Currently, goods or services between R1 500 and R7 500 may be purchased at 

institutional level by quotation, and must be authorised by a committee whose 

powers are delegated by the head of the hospital and which adjudicates on the 

quotes. If the lowest quote is accepted, the purchase is authorised and the hospital 

goes ahead and purchases the product.  If  the lowest quote is not chosen, the 

hospital must submit  documents and motivation to the Provincial Health 

Administration which checks the motivation and presents the request to the 

Provincial Tender Board for approval. 

 

 In future, the quotation system will be replaced by a system of controlled buying, 

in terms of which the manager can obtain items to a maximum value of R15 000. 

The manager will be allowed to obtain prices and negotiate with suppliers in 

order to get the lowest price.  Documentation of the process followed will be 

kept to facilitate auditing and accountability. The documentation will reflect the 

following: 

 sufficient proof that the market was properly tested for the best price by 

quotations or negotiations; 
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 declaration by the management team at cost-centre level, endorsed by at least 

two signatories, that the procedure followed was fair and in the best interest of 

the state. 

  

 If the lowest priced item is not accepted, the cost-centre manager will have to 

obtain authorisation from the CEO or his/her appointee based on a written 

motivation. This method of buying could be subject to the use of  approved 

supplier lists, including sources listed in current catalogues or current contracts 

held by  the Provincial or State Tender Boards. 

 

7.3.3 Procurement through informal tender 

 

Under the present system, all procurement above R7 500,00 must go out on tender.  

Purchases valued up to the amount of R75,000  are subject to an informal tender at 

institutional level.  The hospital draws up the specifications and relevant documents 

and invites a tender for the contract. 

 

 In future this procedure will be retained, but with the spending band increased to 

a maximum of R150 000. 

 

7.3.4 Procurement through formal tender 

 

At present, procurement above R75 000 requires a tender to be submitted to the 

Provincial Health  Administration or directly to the Provincial Tender Board in the 

case of larger hospitals. The hospital requests the Tender Board to invite tenders for 

the contract, item or service.  This procedure is normally followed for once off 

purchases (also known as ad hoc purchases). Items needed on a continual basis for 

an unlimited period are normally purchased on a period contract which is 

administered and processed by the State Tender Board or Provincial Tender Board.  

The vast majority of the contracts are handled at national level. These contracts are 

normally entered into with major suppliers at favourable prices, e.g. medicine, 

uniforms and linen. 

 

 This form of procurement will remain in place for purchases above R150 000, 

but will be reformed as follows: 

 the advertising period will be shortened to three weeks; 

 Provincial Tender Boards will  handle all possible period contracts practically 

viable; 

 period contracts will not be for periods longer than one year except in 

circumstances where the nature of the goods renders this necessary, and fixed 

quotas of purchase estimated will be allowed to vary through a wider range; 

 institutions will not be obliged to buy greater quantities than that indicated as 

their minimum requirement;  

 the State Tender Board will use its bargaining power to allow provinces to opt 

out of contracts under certain stipulated circumstances before the end of a 

contract period.  

 

7.3.5 General procurement 
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 Contracting of services - in future hospital managers will have the authority to 

obtain services of outside contractors for specialised services, and services 

rendered more cost effectively by contractors, to a minimum of  R15 000 per 

contract without tendering. Contracts of between R15 000 and  R150 000 will be 

obtained by means of the informal tender process at hospital level. These would 

include services such as laundry, cleaning, gardening, catering and security. 

Minor building project and maintenance work will also be handled in this way. 

  

 Donor funds - simple and effective procedures will be put into place to utilise 

donor funds granted to hospitals for the purpose of procurement of goods and 

services. 

  

 Information systems - the decision making power for procurement of 

information systems will be delegated to the PHAs with any conditions for 

compatibility, capacity and performance set beforehand. Hospitals will have 

authority to purchase computers and software where these will improve 

management efficiency, particularly in the interim before larger, standardised 

systems are introduced. 

 

7.3.6  The role of the provincial stores 

 

Currently, consumables which are purchased in terms of State or Provincial Tender 

Board period contracts are administered and handled via the provincial stores.  If 

hospitals want to order these goods, they must do so via these stores. For certain 

goods, hospitals may obtain permission to arrange for deliveries directly to the 

hospital. However, these orders must still be channelled through the provincial store 

and the hospital pays 5% commission for this service as direct ordering is not 

allowed. 

 

 In future, hospitals will be able to order contracted items directly from the 

supplier if there are advantages in terms of transport, delivery and size of order. 

Provincial stores will be utilised for items which are utilised irregularly or in 

such small quantities that it is not practical for the hospital to hold the stock or 

for the supplier to deliver directly. The hospitals will implement stock control 

systems to manage the process. 

 

7.3.7 Checks and balances 
 

Decentralisation of the procurement function to hospital level requires that certain 

checks and balances be in place to ensure that the system functions efficiently and 

to avoid the risk of any financial misconduct. 

 

To meet this need, a „safety net‟is required, consisting of the following elements: 

 

 the creation of an audit unit within the PHA to audit hospital purchases on an 

annual basis; 

 the creation of an audit function within larger hospitals, under the line authority 

of the hospital CEO, but ultimately accountable to the PHA audit unit; 

 the creation of a hospital tender committee at each regional and central hospital, 

to oversee the bulk of hospital purchases; 
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 the continued functioning of the PHA tender committee to handle tenders on 

behalf of small hospitals and community health centres which have no tender 

committee of their own, and to advise the tender committees of larger hospitals, 

particularly with respect to procurement of expensive medical equipment and 

information systems where standardisation  and compatibility are important; 

 the creation of appropriately trained procurement units within all hospitals to 

process requests submitted by cost centre managers; 

 the introduction of a well-documented „audit trail‟ by cost centre managers and 

the procurement department to facilitate the internal audit process;   

 the creation of a technical services division either at hospital level (for regional 

and central hospitals) or at regional level (for district hospitals) to deal with 

issues of hospital or fleet maintenance; 

 well defined guidelines on procedures, the composition of tender committees, 

record keeping, and reporting, many of which can be adapted from existing 

systems. 

 

 

7.4 THE ROLE OF THE DEPARTMENT OF WORKS 

 

7.4.1 The current situation 

 

The main functions performed by the Department of Works in relation to hospitals 

are the procurement and development of land, and the construction and maintenance 

of  buildings. These functions are performed on an agency basis for the Department 

of Health. Funding comes from the PHA and hospital budgets, but is generally held 

by the Department of Works. 

 

At present, these agency functions of the Department of Works are frequently 

performed unsatisfactorily. There are often long delays in the drawing up of plans 

and the costing of building projects, and the entire tender process is out of the hands 

of the hospita, and is handled by the tender committee of the Department of Works. 

If the hospital is dissatisfied with the performance of building contractors or 

maintenance staff (who tend to be employed by the Department of Works), 

complaints must be channelled through the Department of Works. Finally, the 

Department of Works often decides on the priority of projects according to their 

own standards and norms. 

 

7.4.2 The revised relationship between hospitals and public works 

 

In future, it is intended that the PHAs should hold the entire health-related budget of 

the Department of Works, with each hospital receiving its own allocation, and that 

hospital assets, currently owned by the Department of Works, should be transferred 

to the PHA. Those members of the hospital staff, currently employed by the 

Department of Works, will be transferred to the hospital payroll. 

 

It is also intended that exclusive provision of minor works and maintenance by the 

Department of Works should end.  For minor works, hospitals should be allowed to 

decide whether to use the Department of Works or procure outside architectural and 

construction services. For maintenance, they should be able to use their own staff, 

the Department of Works or other services. 
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Hospitals should develop the technical capacity to carry out maintenance which 

they decide to provide themselves, and to manage those services that they contract 

from outside. Larger hospitals would probably require a Hospital Engineer within 

their senior management, as well as a team of maintenance staff. Smaller hospitals 

may share such services, which will be located at regional level. 

 

PHAs should also hold the budget for major capital works, or at least have securely 

ring-fenced funds and the right to decide priorities and requirements. Hospitals 

should have greater authority in the planning and design of these capital projects, 

but it is likely that these will continue to be executed through the Department of 

Works. 

 

The Department of Works and/or the PHAs would have to monitor hospital 

performance and provide various kinds of technical support when hospital capacity 

is not available eg. drawing up complex technical specifications. However, in 

providing these support services, the Department of Works or the PHAs should see 

the hospitals as their clients. 

 

 

7.5 THE ROLE OF THE DEPARTMENT OF TRANSPORT 

 

7.5.1 The current situation 

 

The Department of Transport is responsible for the procurement and maintenance of 

state owned vehicles. These vehicles are procured at state tender prices and made 

available to hospitals as part of their fleet.  Hospitals pay the provincial Department 

of Transport for usage of the vehicles, and these funds are used to buy new vehicles 

when necessary. Although hospitals benefit from the substantial price discounts 

secured by the Department of Transport, hospital managers often report serious 

inefficiencies due to lengthy delays in the delivery and servicing of vehicles. 

 

7.5.2 The revised relationship between hospitals and the Department of 

Transport 
 

In future, it is intended that the Department of Transport will no longer have 

exclusive responsibility for providing transport services to hospitals. Hospitals will 

be able to decide whether to operate their own fleets of vehicles, or to contract 

services from the Department of Transport or private agencies, such as private 

rental companies. Hospitals will also strengthen their capacity and systems for 

managing and controlling transport services, and will take responsibility for 

determining the optimal system of maintenance for hospital vehicles. Similarly, 

those members of the hospital staff, currently employed by the Department of 

Transport, will be transferred to the hospital payroll. 

 

 

It is expected that hospitals will continue using the Department of Transport for 

procuring vehicles. Vehicles can be allocated to or procured by cost centres where 

justified, or may be shared by a few cost centres. In such cases, vehicles will be 

maintained at the expense of the cost centre or centres. Hospitals may also 
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recommend that staff use their own vehicles where possible, and claim for official 

kilometres travelled, as this drastically reduces capital, maintenance, garaging and 

administrative costs. 

 

  

7.6  SUMMARY 
 

Procurement of goods and services, including transport, maintenance and other public 

works services, have an impact on hospitals' ability to function disproportionate to 

their share of hospital budgets. Under current arrangements: 

 

 procurement and supply procedures are lengthy, duplicative, complex and 

inflexible. They often fail to control misappropriation of goods and funds, or to be 

cost effective; 

 transport, maintenance and public works are often slow, unreliable, uncompetitive, 

costly and unresponsive to hospital needs; 

 hospital managers are unable to improve the efficiency of these functions because 

they fall outside their control, and often outside the control of the PHA. 

  

Under decentralised hospital management, hospital management and hospital tender 

committees will have considerably greater authority to make procurement decisions on 

most goods and services. 

 

 Spending limits for all forms of procurement at hospital level will be increased and 

regularly reviewed to ensure adequate authority for procurement at hospital level. 

  

 Procurement procedures will be simplified and made more accessible to users, 

procurement staff and suppliers. 

  

 Supply chains will be simplified and include greater use of direct delivery from 

suppliers and better information systems for procurement, stock control and 

supply. 

  

 Where services such as laundry, transport, maintenance or small capital projects 

cannot be rendered cost effectively by public service departments, hospitals will be 

able to decide to provide them in-house or contract them out to private providers. 

  

 It is proposed that PHAs will hold the entire health related budget of both the 

Department of Works and the Department of Transport, from which each hospital 

will receive its own allocation.  

  

 Hospitals are likely to retain the Departments of Transport and Works to provide 

functions which require considerable expertise or provide economies of scale, for 

example, execution of major capital works or procurement of vehicles. However 

these functions must be performed in a manner which allows hospitals to have 

more meaningful input into planning and performance evaluation.  

  

Internal audit departments will be established at regional and central hospitals, and an 

audit function will be set upat regional level covering to serve district hospitals, to 

ensure cost effectiveness of decentralised decision making and avoid risks of financial 
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misconduct. Other checks and balances will include guidelines and systems for 

reporting and audit, and training of staff qualified to perform procurement functions in 

hospitals. 

 

 

Note: Consult Appendix 3 for a list of the functional areas in which delegations 

are to be made; the changes needed; and the checks and balances which will 

accompany the delegation of responsibility for procurement, works and 

transport to hospital management. 
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CHAPTER 8: FINANCIAL MANAGEMENT  

 

 

8.1 THE CURRENT SITUATION 

 

Effective financial management will be essential for improved performance of 

public hospitals and successful decentralisation of hospital management. Currently, 

financial management at provincial and hospital level is generally poor, and does 

not promote efficient use of resources. Specific deficiencies include the following: 

 

 The budget allocation process is inappropriate and ineffective. 

 The allocation of budgets from the provinces to the hospitals occurs by the 

hospitals submitting estimates of annual requirements and the provinces 

allocating funds that they consider appropriate, often with apparent disregard 

for even detailed motivations by hospital managers. Differences between the 

provincial and hospital budgets are identified, but usually not resolved, with 

the result that the budgets are not respected at hospital level.  

 

 Hospital and provincial managers are not held accountable for financial 

performance. Those who are nominally accountable have inadequate authority 

to manage expenditure effectively. 

 managers believe they are not given sufficient management authority to 

contain costs; 

 budgets are rigid by line item, and give managers little or no flexibility for 

re-allocating funds according to service needs; 

 no penalties have ever been implemented on institutions or managers for 

their non-adherence to budget. 

  

 There is a lack of financial managers at hospital and provincial level. 

 the financial administration of the provincial governments serve all 

departments, with no dedicated resources for health; 

 financial management is divorced from the departments and institutions 

which deliver the service, with the result that financial management 

decisions are made with little or no understanding of health service 

processes or priorities, and vice versa. 

  

 Financial management systems are not able to promote efficiency and 

effectiveness, as they do not link costs and outputs meaningfully. 

 in the present systems, reporting is limited to the monitoring of payments 

made per line item, and performance/output indicators are not readily 

available unless calculated manually. 

  

 Financial management staff are inadequately trained and motivated. 

  

 Hospital managers have no incentives to generate revenue, despite the 

considerable scope to do so. 

 managers are not driven to maximise the collection of user fees as the 

revenue generated is appropriated by the province into a general revenue 

fund and is not ring-fenced for use with-in health services; 
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 similarly the hospital‟s capital assets are not effectively used for revenue 

generation, as the funds cannot be retained within the institution. 

  

 The proposed decentralised system of hospital management will substantially 

increase hospital managers‟ authority and control over the allocation and application 

of their financial resources. To achieve effective decentralised management of 

hospital services, changes in financial management processes, systems and 

management capacity will be required. 

  

  

8.2 PRE-CONDITIONS FOR THE DEVELOPMENT OF EFFECTIVE 

FINANCIAL MANAGEMENT 

 

In order to address the problems outlined above, the following pre-conditions must 

be achieved:  

 

 Hospital and province level managers must be held fully accountable for 

achievement of their defined budgetary and financial management objectives. 

This accountability should be regarded as of primary importance to all aspects of 

public hospital management. 

  

 Hospital level managers must have sufficient operational authority to allow them 

to control key expenditures under their budgets. Unless they have authority to 

actively manage all aspects of hospital costs, true financial accountability will 

not be possible 

  

 An effective and respected mechanism of budget allocation must be developed. 

Budgets should be realistic, and should become management tools for managers, 

against which they can measure their performance on an ongoing basis. 

  

 Hospital and province level managers must have the skills and capabilities to 

undertake the tasks of complex financial management in an environment in 

which they will be held fully accountable for performance. 

  

 Financial management systems must be adapted to allow them to become tools 

supportive of an effective financial management process.  
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8.3 PROPOSALS FOR IMPROVING FINANCIAL MANAGEMENT IN A 

DECENTRALISED HOSPITAL SYSTEM 

 

8.3.1 Appointment of financial managers in the health sector 
 

A 1993 Cabinet decision provides the dispensation for appointment, outside of 

current PAS and PSC requirements, of highly skilled financial managers to improve 

financial expertise throughout the public sector. In all cases, the dispensation allows 

for such financial managers to be appointed at one level below the most senior 

accounting officer.  

 

The Department of State Expenditure and the Financial Regulations and Treasury 

Instructions describe the functions and duties of the financial manager as follows: 

 

 ensure objectives, programmes and projects are clearly defined and measurable; 

 advise the accounting officer on ways to promote efficiency and effectiveness; 

 ensure financial management processes exist to support objective and 

programme management; 

 advise the accounting officer on the efficiency and effectiveness of the 

organisational structure; 

 continuously evaluate measures to reveal inefficient and uneconomical use of 

resources; 

 evaluate the financial results of new projects. 

 

 While a senior financial expert has been appointed to assist the Department of 

Health at national level, none of the provinces have yet taken advantage of this 

dispensation. Each province should appoint at least one such financial manager at a 

rank immediately below that of the Head of Department. In addition, serious 

consideration should be given to appointment of financial managers in large 

hospitals (at rank immediately below the most senior superintendent), and also at 

regional level for the provision of financial management expertise to groups of 

regional and community hospitals.  

  

The dispensation noted above makes provision for additional payments to attract 

skilled expertise from the private sector. It would thus appear that financial 

constraints would be the only obstacle to implementation. If this is the case, 

resources should be found for these appointments, as their impact on financial 

management, and therefore on overall system efficiency, will be substantial. 

 

8.3.2 Delegation of responsibility and accountability from the accounting 

officer to hospital managers 

 

At present, the Departmental Accounting Officer at national or provincial level is 

fully responsible and accountable for the financial performance of all institutions. 

The accounting officer will, in time,  formally delegate this responsibility and 

accountability to an appropriate lower level (to hospital managers in large hospitals, 

or to regional managers for groups of hospitals). This delegation will need to occur 

within a clearly defined framework of performance agreements to be negotiated 

between the Head of the Department and the CEO of each hospital (or group of 
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hospitals), and which will be linked to the hospital budget, and therefore to financial 

performance objectives.  

  

The agreement will ensure that hospital managers respect their budgets, since a key 

objective will be to stay within budget. Variances from the overall budget will have 

to be explained in all cases. Performance agreements will be formalised, and will be 

realistically negotiated and reviewed on an annual basis.  

 

Delegation of financial responsibility and accountability must be accompanied by 

appropriate mechanisms to reward hospitals (and managers) for effective financial 

performance, and similarly, to penalise hospital managers who do not adhere to the 

terms of their performance agreements.  

 

A performance agreement will form the basis of the relationship between the Head 

of Department and the CEO of the hospital. This agreement will be the mechanism 

through which the Province enforces its policy and service requirements of the 

hospital, and against which it will evaluate the performance of hospital 

management.  

 

Once financial managers are appointed, it should be possible to develop 

performance agreements of this kind with several hospitals within a 12-18 month 

period.  

 

8.3.4 Restructuring of financial management systems 
 

The  proposed reforms require substantial improvements in the information and 

other systems used to support financial management. The critical change required is 

the move to a cost centre accounting system which will: 

 account for all costs incurred, ideally on an accrual basis; 

 allocate costs to the lowest appropriate level; 

 ensure that allocation of the budget can be accurately monitored; 

 assist with monitoring of performance indicators and activities, so that costs can 

be linked to outputs. 

 

The key parameters of this cost centre based accounting system should be 

standardised on a national basis, so as to allow uniform standards and exchange of 

information. This would require the development of a national „template‟ which 

could then be modified by institutions or provinces to suit local requirements. In this 

regard, the restrictive approaches of the Tender Board and the Public Service 

Commissions to obtaining appropriate technology must be remedied. 

 

In the short term, a number of changes to existing systems may be required to 

support decentralised financial management. These include: 

 creation of agreed cost centres within the health departments and hospitals; 

 restructuring of PERSAL to report staff costs per cost centre; 

 restructuring of FMS to report cost centre information; 

 implementation of stock and debtors/revenue control systems; 

 accommodation of accrual accounting systems; 
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 improvement of systems delivering the output information required to convert 

financial management information into performance measures. 

 

If a new National Health Information System (NHIS) is developed in the near 

future, it may not be necessary to restructure existing systems. 

 

8.3.5 Creating an effective budgeting process 

 

Once the requirements outlined above have been fulfilled, progress can be made 

towards the development of a budgeting process which is realistic, transparent, and 

which produces budgets capable of functioning as effective management tools. This 

long term aim will require the following components: 

  

 Budgeting based on projected activities and their known costs, rather than the 

current approach, in which budgets are simply based on historic costs. 

   

 Decisions on the activities of the hospital will be reviewed annually, and ideally, 

decided jointly with the community via the mechanism of the Hospital Board.  

  

 Budgets should be based on a detailed, transparent process of negotiation 

between the hospital management and the province. 

  

 Budgets should be respected by hospital management, so that overspends and 

other failures to meet budget are not acceptable. 

 

Delegation of responsibility and accountability cannot be effective unless hospital 

managers are empowered to genuinely manage their budgets. This requires 

delegation, within accepted legislation, regulations and guidelines, of substantial 

operational authority for financial (and other) management decisions. In addition to 

general management authority, specific financial authorities which will be delegated 

include some retention of revenues generated through fees and other mechanisms, 

and virement between line items on the hospital budget. 

 

8.3.6 Revenue retention 
 

The principle of revenue retention is critical to encourage income generation at 

hospital level. In this respect, the following provisions should apply: 

 

 The hospital should retain 60% of income generated by user fees with the 

province receiving 40%.  If the hospital is able to generate further income above 

this base in subsequent years then the hospital should retain 90% of the 

incremental revenue and 60% of the base revenue. 

 

 Income accruing from the sale of capital assets should be retained to a maximum 

amount of R3 million, with the balance going to the provincial budget.   

  

 In all other income generating schemes, such as charitable donations or the 

letting of shop space and buildings, the hospital should retain 100% of income 

generated. 
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Between years, it is also considered important that the hospital manager is able to 

carry forward income in revenue and capital budgets especially if this income is due 

to gains in efficiency resulting in under-spend. However, to encourage greater 

accuracy in budgeting, roll-overs should not exceed 5% of the recurrent budget 

(with this percentage reduced over time) and 10% of the capital budget. Managers 

will also be able to motivate for rollovers in excess of these percentages in 

exceptional circumstances. 

 

The implementation of these provisions is still dependent on securing the required 

authorities from the Department of State Expenditure, and on agreement at 

provincial level on appropriate mechanisms for redistribution of funds between 

hospitals. Urgent attention to these issues is required so that implementation of 

revenue retention can be accelerated.  

 

8.3.7 Virement between line items 
 

Some freedom to vire expenditures between budget line items is an essential 

element of operational authority which should be granted to CEOs of hospitals. 

There will, however, need to be some limits on virement. For example, there should 

be a protection of the capital budget, preventing the CEO from virement between 

capital and recurrent expenditure. In order to prevent personnel expenditures from 

occupying too great a proportion of the total budget, some restrictions will also be 

required on the ability to vire between non personnel and personnel lines in the non-

recurrent budget. Specific provisions should include giving managers: 

 the power to transfer up to 10% of the recurrent budget to capital in-year; 

 complete flexibility to vire within each of the staffing and non-staffing elements 

of the budget; 

 the power to vire up to 10% of the staffing budget into non-staffing budget. 

 

It should be noted that once the budgeting system is fully operational, the need for 

virement should be almost eliminated. This will occur once budget estimates are 

more accurate, and hospital managers are expected to manage entirely within the 

discipline of their overall budgets.  

 

8.3.8 Creating a culture of accountability and responsibility 
 

The proposed reforms require a profound shift in the current public service 

management culture, which allows managers at all levels to define themselves as 

having minimal responsibility and accountability, and therefore to shift all decisions 

„up the line‟ whenever possible. The system envisaged here will place full 

accountability and responsibility, as well as operational authority,  in the hands of 

managers at the lowest feasible level.  Managers will therefore have to internalise 

the fact that they are now fully accountable and responsible, that their performance 

will be measured, and that there will be rewards for good performance, as well as 

penalties for poor performance.  

 

The challenge of creating this new management culture should not be 

underestimated. It will require a sophisticated, well planned and well resourced 

programme of communication and change management, so as to ensure „buy-in‟ by 

all relevant staff at levels of the health care system. 
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Finally, it is recognised that the accounting officers will only be satisfied to delegate 

this level of authority to CEOs provided that a „safety net‟ exists. Thus a safety net 

consisting of the following elements must be set in place to enable the 

implementation of decentralised financial management: 

 there must be a well-defined performance agreement between the hospital and 

the province, including appropriate and respected sanctions for non-compliance 

with the performance agreement; 

 an accurate and reliable system for audit and reporting between the hospital and 

the province must be in place; 

 adequate technical skills for financial management must be present at hospital 

level. 

 

 

8.4  IMPLEMENTING A REVISED ACCOUNTING FRAMEWORK FOR 

HOSPITALS AND OTHER HEALTH SECTOR INSTITUTIONS 

 

As noted above, the implementation of decentralised financial management in 

hospitals will require substantial changes to the range of highly restrictive 

regulations and instructions which currently govern financial management of all 

public sector institutions, including hospitals. One approach to achieving this will 

be a shift to an entirely new accounting framework, an example of which is given 

below. 

 

8.4.1 The transfer payment accounting framework 

 

Shifting public hospitals to the “transfer payment” accounting framework 

constitutes a feasible and effective option for the restructuring of the legislation and 

regulations governing the accounting framework for hospitals. This framework is a 

fully accepted public sector accounting framework - at present, the Department of  

State Expenditure (DSE) applies it to a number of public institutions, such as 

performing arts councils and others - but one which is much less centralised and 

restrictive. The framework is suited to modern concepts of financial management, 

such as those envisaged above for decentralised hospitals. For example, the 

framework allows such institutions full management control over their budgets, and 

makes provision for detailed internal and external auditing. Moving to the transfer 

payment accounting framework would therefore allow all of the steps mentioned 

above to be implemented with far fewer obstacles than under the current accounting 

framework of the public service. 

  

Other financial management frameworks, less centralised and restrictive than the 

current framework, may also be suitable to the vision of decentralised financial 

management set out above. 

 

8.4.2 Establishing trading accounts, or negotiating regulatory exemptions 
 

The alternatives to the transfer payment option (or other less centralised and 

restrictive financial management frameworks) involve the establishment of trading 

accounts at provincial level, and negotiation of exemptions to key rules, regulations 

and instructions. This option is essentially a modification of the status quo. The 
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institution of a trading account at provincial level (which is permissible under 

current legislation) would allow PHAs to retain a negotiated proportion of fee 

revenue, instead of it all returning to the provincial revenue account, as is currently 

the case. These retained funds could then be redistributed to the provincial hospitals 

on some form of net budgeting basis, using an agreed redistribution formula. In 

addition to these changes for the sake of revenue retention, it would also be 

necessary to negotiate exemptions to a range of treasury regulations and instructions 

in order to allow hospital managers to have authority to manage their budgets, to 

vire between line items etc.  

  

The trading account and regulatory exemptions option appears to be lengthy and 

complex, and should be resorted to only if it is not possible to secure permission for 

a shift to the transfer payment, or other suitable accounting framework. In the short 

term, however, the trading account options presents a useful interim measure to be 

used while the fuller shift to a new accounting framework is being negotiated. 

 

 

8.5 SUMMARY 
 

Effective financial management is a basic prerequisite for good hospital management. 

However financial management in hospitals and at provincial level is seriously 

deficient as: 

 

 the budget allocation process is based largely on historical budgeting, with 

inadequate regard to the real needs, functions and objectives of hospitals; 

 managers cannot effectively be held accountable for financial performance as they 

have inadequate authority to manage operational expenses. Budgets are often 

unrealistic and rigid, with little flexibility for virement between line items; 

 there are inadequate numbers of qualified financial managers in hospitals and 

PHAs; 

 financial management systems are orientated to expenditure control and do not 

provide information which meaningfully links costs to outputs or activities; 

 hospital managers have no incentive to generate revenue. 

  

Effective hospital financial management will require: 

 

 Appointment of highly skilled financial managers in hospitals and PHAs. A 

dispensation to allow this already exists. 

  

 Delegation of greater financial authority to hospital managers, which is linked to: 

 performance agreements which create accountability for meeting specified 

hospital financial and service objectives; 

 accurate and reliable systems for reporting and audit. 

 a change in management culture so that managers at all levels assume 

responsibility and accountability for use of resources under their control to 

meet specified objectives.   

  

 Restructuring of financial management systems to allow for cost-centre 

accounting. 
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 Creation of an effective budgeting process to generate realistic budgets based on 

projected activities and known costs rather than historical budgets.  

  

 Discretion to vire between budget items so that managers can adapt expenditure to 

changing service needs. 

  

 Ability for hospitals to retain revenue and roll over unspent moneys, subject to 

certain guidelines which provide for resource redistribution to disadvantaged 

health services and which promote overall fiscal discipline. 

  

Implementation of decentralised financial management will require substantial 

changes to a range of highly restrictive regulations and instructions. The "transfer 

payment" accounting framework which already exists, is one such framework which 

can be implemented in hospitals to overcome restrictions. As an interim measure for 

some hospitals however, it may be useful to establish trading accounts at provincial 

level, combined with negotiations of exemptions to key rules, regulations and 

instructions.  

 

 

Note: Consult Appendix 4 for a list of the functional areas in which delegations 

are to be made; the changes needed; and the checks and balances which will 

accompany the delegation of responsibility for financial management to 

hospital management. 
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CHAPTER 9: IMPLEMENTING DECENTRALISED HOSPITAL 

MANAGEMENT 
 

 

9.1  INTRODUCTION 
 

The process of decentralisation requires political will and leadership to bring about 

the necessary reorganisation and transformation of management structures, systems 

and organisational culture. Although changes will mainly occur at hospital level, 

there will also be substantially new roles for the PHAs and the national DoH. 

 

Decentralisation will require a comprehensive, well planned and adequately 

resourced process of change management and implementation. Detailed plans will 

have to be developed for each province, to ensure that the process is responsive to 

the needs and circumstances of individual provinces and hospitals. Implementation 

will involve the following elements: 

 

 establishment of designated capacity to drive implementation, in the form of 

Management Decentralisation Teams (MDTs) at national and provincial level; 

  

 a core package of essential measures to be put in place by the DoH and PHAs, 

constituting the minimum necessary requirements for effective decentralisation; 

  

 development of detailed implementation plans at national and provincial levels, 

covering other aspects of decentralisation, including urgent measures to address 

pressing needs of hospitals; 

  

 actions at hospital level, to develop the plans, systems and capacities necessary 

before authority can be delegated to hospital level; 

  

 development of  a staged approach for implementation, with flexibility to 

accommodate variations in provincial and hospital circumstances. 

 

These key elements of the implementation process are discussed below, and 

explored in greater detail in the accompanying document, A Framework for 

Implementation of Decentralised Hospital Management. The technical Appendices 

attached to this policy document give detailed lists of functions in personnel 

management, procurement, and financial management which will be the focus of 

implementation of core and other decentralisation measures. They identify the scope 

for change within existing departmental authorities and where legislative and 

regulatory change is required. They also indicate the appropriate management 

capacity, and checks and balances required for hospitals to take on the delegations. 
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9.2  THE ROLE OF MDT’S IN DRIVING THE IMPLEMENTATION 

PROCESS 
 

9.2.1  Roles of National and Provincial MDTs 

 

National and provincial MDTs will provide a dedicated core of people who are 

responsible for driving the implementation process, and will be held accountable for 

achieving progress.  

 

The primary role of the national MDT will be to support provincial implementation 

of decentralisation. This will involve negotiating and establishing enabling 

legislative, regulatory and policy frameworks within which provinces can act, 

identifying common requirements across the provinces, and assisting them to meet 

these needs. Particular aspects of  the MDT‟s work will be to:  

 

 negotiate bridging funding for key inputs for the implementation process from 

external or government sources; 

 enable provinces to create the management and planning capacity required to 

implement decentralisation; 

 communicate and coordinate with all stakeholders at national level, including 

unions; 

 coordinate the work of provinces; 

 provide technical support to provinces in the process of provincial planning and 

implementation;  

 support PHAs and provincial MDTs in negotiating with other government 

departments; 

 prepare detailed guidelines on specific aspects of decentralisation and design 

specifications for various systems and procedures to ensure accountability and 

performance auditing, standardise aspects of information systems, and develop 

appropriate staffing and personnel procedures; 

 set targets, monitor, evaluate and revise plans and strategies. 

 

Some of these national tasks may be delegated to individual provinces to be done on 

behalf of all provinces, while others would be carried out or contracted out at 

national level. 

 

Provincial MDTs will be responsible for driving implementation within provinces 

and ensuring that provinces are responsive to the needs of hospitals. Provincial 

MDTs‟ roles will include: 

  

 providing technical and other support to hospitals, and enabling hospitals to 

build their own management capacity; 

 coordination and negotiation with PHAs and other provincial departments to 

change their roles and reorientate them to providing  support rather than line 

management roles for hospitals; 

 communicating and consulting with hospital managers and staff to ensure that 

that MDTs are responsive to their needs, and that they understand 

decentralisation strategies and expectations; 

 coordinating with other MDTs and other health service planners and managers; 
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 formulating detailed policies, strategies, guidelines and implementation plans 

appropriate to hospital management needs in each province. These will include 

initiatives to meet the needs of the most seriously under-managed hospitals; 

 ensuring that appropriate guidelines are used for making delegations, and that 

hospitals receive all delegations for which they qualify; 

 implementing systems and structures to monitor and evaluate the 

decentralisation process, and negotiating and monitoring hospital performance 

targets. 

 

9.2.2 Composition and size of MDTs 

 

The membership of MDTs will soon need to provide substantial capacity and 

authority to take on the large task of decentralising hospital management and ensure 

the cooperation of other parts of the health departments. Strong MDT capacity will 

also be justified by the roles they can play in meeting direct service management 

and administrative needs, in supporting planners and managers of other health 

services, and in developing policies and plans of relevance to overall public sector 

reform. 

 

MDTs will need to have a core membership of at least 5 people who are dedicated 

full-time to implementing decentralisation, and have considerable knowledge of 

hospital services, and health planning and management skills. In addition they will 

need access to part-time members and ability to draw on other assistance and 

expertise within health and other departments. Creation of the necessary capacity 

and skills for MDTs may involve rationalising and delegating the work currently 

done by senior officials, seconding officials from other departments or hospitals, 

and contracting private sector experts. 

 

9.2.3 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 effectively with the MDT, and coordinating 

the planning and implementation process, with provincial support. Allocation of 

tasks to these individuals in the short term must take account of 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 hospital management reform. 

 

9.2.4 Budgets for implementing decentralisation 

 

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

MDTs, including costs of contracting in expertise which is not available internally. 

Hospitals will not be expected to be able to fund their decentralisation process out 

of their existing budgets alone, and PHAs and the DoH will have to explore 

potential sources of funding for the programme. 
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9.3  A CORE PACKAGE OF ESSENTIAL MEASURES FOR 

DECENTRALISATION  

 

Earlier chapters have identified a number of requirements for decentralised hospital 

management to work effectively. The elements listed below constitute a core 

package of measures required to create the required momentum for change. This 

momentum is particularly important for building and maintaining enthusiasm and 

for altering hospital values, attitudes and culture. Key elements of the core package 

will include: 

 

 General measures to promote decentralisation 

 establishment of the status of the decentralised hospital management strategy 

as a key initiative in the Public Service transformation process; 

 identification of individuals or teams at national, provincial, regional, district 

and hospital level who will drive the decentralisation process; 

 developing strategic implementation plans at national and provincial level; 

 securing transitional funding for implementation from government and donor 

sources; 

 agreement on realistic performance criteria for monitoring hospitals with 

decentralised status and for evaluating the process as a whole; 

 communication of the policy to, and discussion with, service providers at all 

levels to ensure their commitment to the process and orientate staff to the 

required organisational cultural transformation. 

 

 Governance and accountability 

 the legislation and regulations required to establish Hospital Boards and to 

grant powers to them; 

 determination of Board terms of reference and appointment procedures and 

the mechanisms of accountability between the community, the hospital, the 

Board, DHAs, the PHA and the MEC. 

 

 Hospital management, capacity and systems 

 the regulatory changes and exemptions required to establish management 

posts at hospital level with appropriate seniority and remuneration; 

 conducting an audit of management capacity and training programmes in 

each province, and initiating a programme to upgrade key deficiencies; 

 identification of information and other management systems which managers 

in each province see as priorities for revision or replacement; 

 agreement between provinces and national departments on basic 

specifications for systems, and on who will take responsibility for developing 

each system at hospital, provincial or national level. 

  

 Personnel and staffing  

 negotiation of a national framework agreement with other government 

departments on delegation of authority in personnel management; 

 establishing a framework agreement with trade unions on labour relations 

issues raised by decentralised hospital management; 
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 initiate legislative and regulatory changes required for decentralised 

personnel management. 

 

 Procurement 

 negotiation of  agreements with Provincial Tender Boards on delegation of 

authority to hospital level to procure goods within specified spending bands; 

 agreement of new framework of relationships between PHAs, hospitals and 

the Departments of Works and Transport.  

 

 Financial management 

 creation and filling of sufficient numbers and levels of  financial manager 

posts at provincial, regional and hospital level; 

 agreement with financial authorities on specifications for financial 

management systems, including revenue retention by hospitals; 

 amendments to legislation and regulations which allow for implementation of 

new financial management arrangements; 

 agreement on a national framework for budgetary processes which allows for 

negotiation of budgets, and links budgets to performance. 

 

 

9.4  DEVELOPMENT OF DETAILED NATIONAL AND PROVINCIAL 

IMPLEMENTATION PLANS 

 

In addition to implementing the elements of the core package described above, the 

national and provincial MDTs  will develop detailed implementation plans to take 

forward the process of decentralisation in accordance with each province‟s 

particular circumstances. These plans will cover detailed aspects of decentralisation 

both at a broad strategic level and in particular areas of governance, systems and 

capacity development, personnel and financial management, and procurement. They 

will also include urgent measures to address pressing needs of hospitals (see 

Appendix 5), and detailed proposals to secure the  necessary outside assistance and 

other resources that will be required. 

 

An approach to planning and implementation in these areas is set out in greater 

detail in A Framework for Implementation of Decentralised Hospital Management. 

 

 

9.5  IMPLEMENTATION STRATEGY AT HOSPITAL LEVEL 

 

While national and provincial MDTs implement the core measures, hospitals must 

begin preparations for implementation 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; 
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 identify hospital capacity to take on certain authorities and tasks; 

 be essential guides for development of provincial and national decentralisation 

plans which are appropriate to hospital circumstances. 

 

9.5.1  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 set out: 

 

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

 the hospital‟s role in relation to the referral chain and services provided; 

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

centre; 

 a human resources plan indicating staffing requirements in line with planned 

services 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 expenditure divided into staff and non-

staff recurrent, and capital expenditure; 

 a budget for the coming year linked to performance targets. 

 

9.5.2 Capacity status and development plan 
 

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

development plan. This will contain: 

 

 a situation analysis which clearly demonstrates available capacity and deficits in 

management skills and systems; 

 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. 

  

Plans will cover the current status and development plans in the following areas: 

 

 Governance and accountability 

 the proposed Board structure, election mechanisms and terms of reference. 

  

 General management 

 the current organogram and desired changes, demonstrating lines of 

executive accountability and authority, and key positions to be filled. 

  

 Staffing and personnel management 

 a staff appraisal and training needs assessment programme; 

 proposed policy and procedures for filling the CEO and other senior posts;   

 the state of structures and systems for various personnel line management, 

and policy development eg. hiring, discipline and  performance evaluation. 
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 Labour relations 

 development of a workplace forum, participatory management, and effective 

communication, negotiation and dispute resolution procedures; 

 staff backing for decentralisation of particular powers. 

  

 Management capacity 

 detailed identification of areas where capacity is inadequate and proposals to 

remedy this by upgrading current staff skills or attracting new capacity. 

  

 Systems development 

 assessment of capacity and deficits in management and operational systems; 

 a programme for addressing priority deficits in procedures and systems. 

  

 Management of clinical processes 

 identification of  priority areas requiring more active management; 

 plans for development of protocols or other approaches in these areas. 

  

 Mobilising commitment to change 

 formulation and implementation of a communication strategy and 

participatory process to convey the aims of decentralisation to all staff, 

referring institutions, and community organisations. 

 

9.5.3 Annual plans and reports on capacity status and progress 

 

As the decentralisation process proceeds, hospitals will submit annual plans, and 

status and capacity reports to demonstrate their ability to proceed further in the 

decentralisation process. They will form an ongoing part of the new management 

system, and provide the basis of hospital performance agreements with  PHAs. 

 

 

9.6  DEVELOPING A STAGED APPROACH TO DECENTRALISATION 
 

The decentralisation process will 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 

will reflect levels of: 

 

 hospital 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 receive delegations associated with each stage, hospitals will have to show that 

they can 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 
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build capacity in various areas of management, they will take on increased authority 

in these areas. The pace at which individual hospitals proceed through the stages of 

decentralisation will depend on the speed with which they develop their various 

capacities. Hospitals will also be able to hold delegations associated with later 

stages before they complete an earlier stage, if they meet the preconditions for a 

particular delegation.  

 

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

 

9.6.1 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 and in Appendix 5. However, many of the 

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

sufficient management and clinical staff. For some hospitals, establishing 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 hospital management problems. 

 

9.6.2 Stage One 

 

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

delegations to hospitals if they satisfy criteria which most hospitals should meet 

fairly easily. 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 prerequisites for Stage One delegations will be: 

 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:  

 the quality of a hospital‟s business plan and capacity assessment; 
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 capacity to exercise certain types of delegations, including previous 

performance in exercised certain delegations effectively; 

 capacity to handle large numbers of delegations;  

 whether prerequisites for delegations are in place, eg. legislative change, 

hospital employee relations or systems of checks and balances;  

 PHA decisions to test or build the competence of certain managers with 

a limited number of  delegations initially; 

 agreements with 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. 

 

Stage One delegations would give hospital managers authority over issues which 

substantially affect their ability to manage hospital functions, subject to various 

checks and balances (see Appendices 2-5 and Framework for Implementation). 

Hospital managers would, for example, be able to obtain greater control over: 

 

 creating posts within budget, and hiring, assessing, rewarding and disciplining 

staff; 

 virement between certain non-capital budget items and retention of  revenue in 

trading accounts; 

 redesigning, computerising or replacing management systems within provincial 

or national guidelines; 

 procuring goods and services within spending bands indicated in Chapter 7, and 

contracting of minor works and transport services where public services are 

very poor. 

 

9.6.3  Subsequent Stages 
 

Assignment of delegations 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; 

 

Examples of delegations reserved for later stages include: 
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 granting of intermediate and then full governance powers to Boards; 

 creation of customised performance appraisal systems and staff bonus schemes; 

 authority to purchase goods directly from suppliers; 

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

minor works, or to lease vehicles where this is cost effective;  

 movement to global budgeting, conversion to a transfer payment or equivalent 

accounting framework, and 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. 

 

To ensure that effective community participation in hospital governance is not 

neglected, later stage delegations will often be made contingent on having Boards 

which perform a full or intermediate range of  functions. 

 

 

9.7  SUMMARY 
 

Decentralisation of hospital management will require political will and leadership at all 

levels to bring about the necessary changes. The implementation process will involve: 

 

 Action by PHAs and the DoH to establish dedicated capacity at national, 

provincial and lower levels to drive the implementation process. In addition, a core 

package of essential measures in each of the areas of hospital management must be 

implemented to create an environment in which decentralisation will occur. These 

measures include: 

 reaching agreement with other government departments and stakeholders on 

policy frameworks for decentralising various functions; 

 developing strategic implementation plans at national and provincial level; 

 ensuring that adequate financial and other resources are available at hospital, 

provincial and intermediate levels to implement decentralisation; 

 changing regulations and legislation; 

 setting up processes to design and implement key changes to systems and 

structures. 

 

 Use by each province of the core package of essential measures as the basis for 

detailed provincial implementation plans tailored to the specific circumstances of 

its own hospitals. 

  

 Implementation strategies at hospital level which will enable hospitals to qualify to 

receive delegations of specific authorities. These strategies will allow PHAs to be 

confident of the ability of hospitals to take on certain delegations, and will provide 

hospitals with specific targets and frameworks to use in preparing to take on more 

authority. The basic requirements which will enable hospitals to begin to take on 

more delegated authority will be: 

 formulation of comprehensive  one- and five-year hospital business plans 

drawn up in conjunction with the provincial authorities; 
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 development of a programme to ensure the creation of management and 

systems capacity required for hospitals to take on delegated authorities. 

 

 A staged process in which hospitals will be expected to meet certain capacity and 

performance criteria at each stage. These stages will enable all hospitals, including 

the most under-managed and disadvantaged institutions, to begin to move towards 

decentralisation. 


