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THE FOREIGN EXPERIENCE

To allow increased autonomy for hospital management whilst at the same time promoting
economy, efficiency and effectiveness, New Zealand and Britain both chose to remove
hospitals from the constraints of highly restrictive legislation by establishing hospitals as State
Owned Enterprises (SOEs). In New Zealand hospitals became "Crown Health Enterprises"
(CIIEs), and in Britaiq "Self Governing Trusts" (Trusts). In both cases the granting of this
status was dependent upon the hospitals meeting certain qualification criteria.

Crown Health Enterprtses - Nerp Zealand

CIIEs include a single hospital or a group of hospitals and related services. They are able to
contract stafr raise capital, operate independently under the Companies Act and are subject to
general commercial legislation. Chief Executives of CIIEs are accountable to a board for
performance. CIIEs are required to be as successful and efficient as comparable businesses not
owned by the State, and to uphold the ethical standards generally expected of public servise
providers. They are also expected to be good employers and recognise the social objectives of
the State and specifically respond to the needs of the communities they serve. Initially there
was no competition for funds between CIIEs, with an anm-r*l bulk allocation (linked to
perficrmance targets) gwen by Regional Health Authorities. Competition between providers for
funds has been introduced gradually, and is seen as a way of encouraging technical efficiency
and cost-effectiveness. CI{Es have full control over all assets and can retain surpluses.

SeIf Governins Trusts- Britain

Like CIIEs, Trusts were developed to increase the economy, efficiency and effectiveness of
hospital services, and like CIIEs the Chief Executive is accountable to a Board for
performance. Trusts are more regulated than CIIEs and are limited in the return they can make
on their services. They do have limited borrowing powers and the ability to define what
services they should provide. An interest bearing debt was given to Trusts equal to the value of
their capital assets, which then has to be serviced out of operating budgets. Trusts must
compete for funding through contracts with the purchasers of the services; the District Health
Authorities and fundholding G.P.s. Although Trusts employ their own staq the employment
conditions were until recently fully regulated by central government. The Management
Executive of the British NHS directs Trusts activities and monitors perfonnance closely, whilst
at the same time allowing considerable autonomy for decision-making, and the management of
finances
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The State Owned Enterpises Model

It is recognised that the SOE model has been used overseas as a method of enabling the rapid

decentralisation of decision-making for ho spitals since :

The adoption of the SOE model occurred at the same time as the creation in both countries of
a managed market for health provision in the public sector.
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o it makes managers accountable to a board which could be representative of local
communities, thereby making hospitals more responsive to local needs,

o it makes managers accountable for performance in service delivery,
o it gives full autonomy over budget management and operational decision-making,
. it gives full control over assets and the use of assets for income generatiorq

o it enables managers to quickly develop organisations and services to respond to
changing circumstances, and

o it removes the hospital rapidly from restrictive legislation. 
'
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