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Abstract

Background: Health systems worldwide function in constantly changing local and global ecosystems. This is the
result of economic, demographic, and technological changes, among others. In recent decades Israel has started
implementing reforms in the public health services that have led to far-reaching changes in the health system, and
consequently, increased competition within it. The impact of these changes has been exacerbated by pressure to
reduce per capita public health costs, coupled with increased demand and greater health awareness. All these
changes have created a turbulent environment for healthcare organizations in Israel. To cope with this dynamic
environment, various parts of the system have had to adopt appropriate management behaviors and business
styles. This study, carried out in six public hospitals in Israel, evaluates the nature and degree of adaptation,
implementation, and inculcation of management strategies in public hospitals in Israel, using the Ginter model of
strategic management of health organizations.

Methods: The study used semi-structured in-depth interviews of key figures in the health system and managers at
various levels in the hospitals and HMOs included in the sample. The 55 interviews, conducted in two time periods,
were analyzed in accordance with an established theory of qualitative methodological analysis.

Results: The main findings are that the health market and hospitals in Israel are increasingly adopting competitive
business behaviors. But strategic managerial behavior has been adopted only in part, and there is a lack of
collaboration between staff and management in defining goals and strategic activity. These are obstacles to change
and inculcation of the strategy in hospitals.

Conclusions: This study affords an important view over time and a better understanding of the behavior and
adaptation of hospitals in Israel to their constantly changing surroundings. Adapting and inculcating appropriate
managerial strategies in hospitals requires close collaboration between staff and management; its absence is an
obstacle that contributes to partial, and possibly counter-productive, strategic behavior.

The solution may lie in a combination of changes: providing hospital management with the necessary tools and
broad professional support by the Ministry of Health; organizational changes in hospital management and
departments; the creation of a clinical leadership role; and a self-supervised planning system .
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training, while maintaining an overall systemic plan.

Policy recommendations: These recommendations regarding training and the direction and organization of the
change, coupled with systemic oversight of them by the Ministry of Health, will enable the system to become
more efficient. They are particularly relevant today because the Covid-19 pandemic has exacerbated and
highlighted Israeli public hospitals’ financial and organizational problems. Hospitals that already faced many
challenges have had to cope with an unfamiliar medical crisis and a reduction of elective medical activity, causing
them various types of damage, especially in term of economic stability.

The hospitals’ fragile situation must become a top government priority because it can no longer be ignored. To
achieve a strong healthcare system with stable hospitals, able to respond both to everyday challenges and to crises
like the current pandemic, policymakers must provide financial and organizational support alongside managerial

Keywords: Hospital management, Health system management, Strategic health management, Health system in Israel
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Background

Health systems worldwide function in turbulent and
ever-changing local and global ecosystems. This complex
environment contains a multitude of factors—demo-
graphic, economic, political, and legislative—as well as
technological developments, changes in lifestyle, and
social influences [1]. Health organizations must also
contend with a rich ecosystem of many stakeholders,
such as policy makers who grant legitimacy, funders, the
public, competitors, employees, and managers.

The constant changes in these determinants in recent
decades have created complex ecosystems with changing
needs, exacerbated by the added pressure to reduce
public expenditure on health [2—4]. This local and global
ecosystem creates a dynamic, unstable, and competitive
environment that affects the provision and management
of health services [5].

In addition, all countries must balance the right to
health with the extent of involvement it requires. More-
over, making equality a priority requires oversight and
regulation [6], raising many administrative and financial
problems for health organizations in a competitive,
regulated financial market: They must walk a tightrope
between financial business autonomy and close regulatory
oversight [7].

This study evaluates the nature and degree of adapta-
tion, implementation, and inculcation of management
strategies in public hospitals in Israel.

The local ecosystem—the health system in Israel

In considering the factors that make up the ecosystems
that affect the Israeli health system, one must take into
account not only the global changes in recent decades
but also the structure of the local health system: Because
of its brief but complex history, it is a patchwork of
diverse bodies with complex relations among them and
various types of ownership. Every Israeli citizen is enti-
tled to health coverage by one of four nonprofit HMOs
that compete with each other. The HMOs use various

payment systems to purchase hospitalization services
from the hospitals. The distribution of hospital beds, in
terms of ownership, location, and main costs—such as
purchase of expensive equipment—is arranged and over-
seen by the Ministry of Health [5, 7]. The public system
comprises hospitals with various types of owners—includ-
ing nonprofit organizations, HMOs, and the Ministry of
Health—and competes with a private system [7]. This plur-
alism generates unique organizational problems. An ex-
ample is the multiplicity of roles of the Ministry of Health:
The legislator is also the owner and regulator of some of
the hospitals [8]. Another example includes the changes
and reforms of the public health services, whose crowning
achievement was legislation of the National Health Insur-
ance Law, 1995, which was to have led to a reorganization
of the Ministry of Health and its involvement in the direct
operation of health organizations. This reform, imple-
mented only in part, led to far-reaching changes in the
health system whose ramifications were manifested in the
behavior of the health organizations [9, 10].

For the hospitals, the ramifications were indirect but sig-
nificant from the outset. The new financial arrangements,
capitation arrangements, updating of fees, and competition
among the HMOs generated pressure on the hospitals and
a decline in the HMOs’ use of their services. This generated
an acute need for the hospitals to develop new services and
compete with each other [5].

This need, in turn, is forcing them and their managers
to adopt business-oriented modes of behavior, so as to
adapt continuously to changing market conditions, stiff
competition, and conditions of uncertainty [2, 3, 11],
and creeping corporatization has intensified in the
hospitals, forcing them to operate in accordance with
a business plan [12].

To survive, public hospitals must balance their books
and generate income beyond their usual funding. Among
the creative business solutions has been the establish-
ment of research funds associated with the hospitals.
Under a 2002 law, they function as legally separate
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entities and make possible activity outside regular work
hours, research, employment, medical tourism, and
other revenue-generating business activity [5, 7]. The
funds provide administrative autonomy and flexibility in
the use of resources and employment. They are subject
to regulation, but they enjoy broader freedom of activity
than do the hospitals. Today, about one-third of all the
government hospitals’ activity is conducted through
these funds, which act as separate economic units (apart
from 20% overhead paid to the hospitals). They contribute
substantially to shortening the wait for hospitalization and
surgery, employment of senior doctors, and medical tour-
ism as well as to the hospitals’ positioning, reputation,
construction of added value, attractiveness, and financial
stability. How the funds are managed varies from hospital
to hospital and leads to far-reaching differences in the
hospitals’ turnover, in accordance with their size, geo-
graphic location, and services provided. (Whereas, for ex-
ample, in 2018 Sheba Hospital reported a turnover of NIS
965.3 million, that year Poriya Hospital reported NIS 52.2
million) [13]. The corporations, the introduction of private
services in some of the public hospitals (Sharap), and the
broad range of commercial services provided in conjunc-
tion with the hospitals constitute hybrid business and
organizational solutions in which there is a blurring of the
boundaries between the types of organizations and their
aims [7].

This behavior was addressed in the State Comptroller’s
Reports of 2008 and 2015, which pointed out that to
some extent creeping corporatization was manifested in
the activity of health corporations and public hospitals.
Such hybrid organizations and such behavior generate a
problematic, inherent lack of global oversight of budgets
and management [14].

The changes in the overall environment of hospitals
are lasting, and they require hospitals to change exten-
sively and permanently. Recent years have seen a con-
tinuing crisis caused by the unequal encounter between
the health system’s ability to provide high-level health
services and the state’s limited ability to fund these ser-
vices for the entire population. Many factors—the global
ecosystem, the changes in the local ecosystem described
above, budgetary constraints, a substantial increase in
the use of medical services, new financial arrangements
with the HBOs and hospitals, updating of fees, competi-
tion by the HMOs, and the development of private
supplementary insurance policies—have all combined to
undermine the sought-after financial stability and generate
a chain reaction of limiting the use of hospital services by
the HMOs while creating great competition among the
hospitals. This has resulted in continuous financial pres-
sure, great work pressure, and great uncertainty for the
hospitals [5]. Having to function with budgetary shortfalls
is driving an increase in the business behavior of hospitals
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and a blurring of boundaries between being regulated
public organizations and organizations acting in an
autonomous business manner with the aim of trying
to survive or at least achieve financial stability [7].

All the above factors make it difficult for the health
system to provide quality health care for all the state’s
citizens, thus threatening the collapse of Israel’s public
health system [15]. To cope with this situation, changes
have been made in the structure of payments to the hos-
pitals for their services, in the mutual relations between
various stakeholders in the health system [16], and in
the positioning and differentiation strategy of hospitals
in relation to their competitors [17]. The result is that
hospitals are becoming more independent and must be-
come more competitive [18].

In many respects, the health services, and especially
hospitals, act in a manner very similar to that of business
organizations [19], even though they are not independ-
ent entities and are required to provide service for all re-
gardless of profitability considerations. However, despite
the public hospitals’ resemblance to business organiza-
tions, there are many differences: in hospitals’ ability to
make decisions independently, in their limited financial
behavior because of their limited income, and in the
externally determined limitations on contracts and staff
positions. There are also organizational differences, such
as financial and managerial independence of the organiza-
tion’s units—the clinical departments, for example [4, 20].
Nevertheless, the comparison between hospitals and
purely business organizations, despite its inherent prob-
lems, is necessary for the hospitals’ survival [21], although,
while analyzing their adaptation to the changing ecosys-
tems, we must recognize that making such a shift—includ-
ing changes in the approach and in the manner of
providing services, as well as changes in management of
the human capital, with an emphasis on the degree of
profitability and utility as core goals—involves a complex
and difficult process of organizational change [22].

Many studies have addressed the complexity of med-
ical-managerial relations in health organizations, par-
ticularly in hospitals [23, 24] which makes organizational
change and adaptation to change more difficult and
charged. The difficulties include the inherent conflicts of
interest and power relations within the organization
[25]. Whereas hospital managers must address the finan-
cial aspects and adopt a global view of the organization,
the doctors are concerned with treating patients and are
supposed to ignore considerations of cost and benefit.
This conflict [26] is combined with the inherent man-
agerial tensions related to work conditions, wage agree-
ments, and promotion [26]. In Israeli hospitals most of
the managers are doctors by profession, but they are not
currently treating patients. Department heads, however,
are senior doctors and must be physicians and managers
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simultaneously [26]. The departments are organizational
units in which the in-house treatment of patients takes
place. The department heads fulfill their managerial
role—for example, obtaining equipment and human
resources—in addition to treating patients and being
responsible for the department and treatment in it. The
departments are not managed as closed financial units,
though often their activity is measured by their degree of
profitability [27], and their heads do not have full auton-
omy in decision making. In some cases departmental
budgets have been implemented but do not include
personnel costs. The degree of autonomy in managerial
and financial decisions, including those regarding the de-
partmental budget, varies from one hospital to another
in Israel and this, too, constitutes grounds for tension in
the doctor—manager relationship [7].

In Israel this conflict combines with strained work re-
lations resulting from labor disputes and a lack of trust
and transparency vis-a-vis the Ministry of Finance and
even vis-a-vis senior doctors of health organizations and
hospitals. This complexity of relationships is another
difference between purely business organizations and
health organizations and increases the difficulty of incul-
cating change and adaptation to a dynamic reality. It is
particularly important in hospitals that must adapt very
rapidly to reduce the negative effects on the services
provided.

These changes require adaptation at all levels of the
organization and in the managerial and therapeutic staff
[21]. Two levels of obstacles hamper the inculcation of
change: the external context (the array of factors in the
environment, under-budgeting, and a problematic distri-
bution of resources) and the internal context (the array
of forces within the organization, the power relations
and tensions at the various levels of management, the
doctor—manager relationship, the organizational culture,
problems in the organization’s structure, and the grant-
ing of managerial and budgetary authority to the doctors
who head the departments).

The premise is that to succeed in today’s market, hospi-
tals must adopt a managerial approach and invest in
strategic planning to overcome the obstacles in their insti-
tutional and operational structure, described in this section,
and to achieve financial and managerial efficiency.

A model of strategic management
In this study, the analysis of the strategic behavior of
hospitals is based on Ginter’'s model [19] of strategic
management in health organizations. According to this
model, strategic management includes three stages: stra-
tegic thinking, strategic planning, and strategic momentum.
All levels of the organization, and not just the manage-
ment, must pass through all three stages. This generates
a critical structured process at every level, in which
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decisions are made in a manner that is suited to the
changes and the adaptation to them. The processes are
continuous, flowing back and forth in many ways be-
tween the stages, but are led from above and require
adaptation at every level of the hospital [19].

The strategic thinking stage

The initial stage involves an analysis of the external
changes and recognition of the organization’s need to
change so as to adapt to the external changes in an opti-
mal manner. This stage requires a broad view of the
conditions of the environment [1], involving observation
and review of the past and the present and creation of a
window that looks to the future. It requires a holistic
view of the surrounding situation (both internal and ex-
ternal) and of the changes, as well as an analysis of the
ramifications of these changes. In many senses, strategic
thinking requires elements of leadership, a collection of
characteristics and actions, and not only status and pos-
ition in the organization [28, 29].

The strategic planning stage

In the second stage, strategic thinking is translated into
a plan of action, a sequence of steps the organization
must take in order to implement its mission and vision
and achieve its goals [19, 21]. This stage involves data
collection and analysis, brainstorming, group thinking,
establishment of emphases and organizational goals,
organizational focus on decision-making processes, and
construction and documentation of action plans, from
the general to the particular, in various time frames. The
product of this stage is an effective action plan consist-
ing of goals and details of how each unit in the
organization will contribute to the strategy, distribution
of roles and tasks with a time table, and resources for
carrying out the tasks [19]. It is essential that this stage
be carried out by many staff members or a large number
of key staffers with different perspectives to ensure cre-
ative and critical thinking regarding solutions [30].

The strategic momentum stage

This stage is crucial for carrying out the plans of the
preceding stage. By attempting to coordinate the organi-
zation’s internal state (including culture, structure,
resources, and services) with its external environment
(political, regulatory, economic, technological, social,
and competitive forces), this stage ensures continued
implementation of the strategic plan and includes a con-
tinuous process of evaluation of the environment and
the organization. This stage is part of the inculcation of
strategic thinking in the organizational culture and phil-
osophy, and as such it is directed at both managers and
staff. It is a continuous learning process in which the
changes are inculcated in accordance with the preceding
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stages of thinking and planning. Those changes and their
degree of success, after being evaluated on the basis of
data, are abandoned or continue to be developed. At this
stage it is very important to commit all levels of manage-
ment and staff to the organization’s strategic goals, mis-
sion, and vision, while adapting permanent and defined
advance planning to changing market conditions, which
require constant flexibility and creativity [19].

In implementing the three stages of strategic manage-
ment, the organization must emphasize balancing effi-
ciency with the usual work routines and adaptation to
frequent changes [19]. In such a dynamic and changing
environment, it is difficult to develop a continuous com-
petitive advantage ([19, 31]. However, use of strategic
management can be advantageous in positioning and
competing amid changing conditions. As part of stra-
tegic management, it is important also to change the or-
ganization’s internal environment as changes occur in
the external environment. Such internal changes are
accomplished by developing an internal policy that es-
pouses change, the establishment of communication,
and the organizational culture, and by empowering the
people who adopt the changes [21].

The current study uses Ginter’s model [19] to evaluate
the degree of strategic planning in Israeli public hospi-
tals and how and to what extent the managers and the
doctors have coped with the transformation of their or-
ganizations into business-oriented entities.

Methods

This study used a qualitative analysis based on grounded
theory [32, 33]. This method was selected because the
strategic changes in the hospitals were implemented in a
complex situation subject to many environmental influ-
ences, which, for the most part, were mediated by indi-
viduals within the hospital. Therefore, knowledge of
their character and worldview are crucial to understand-
ing the processes of change and how they were led. In
the attempt to understand fully how hospital managers
and employees coped, they were given an opportunity to
express their experience in personal terms that cannot
be quantified and can be analyzed only qualitatively.

Participants

Fifty-five interviews were conducted with key figures and
senior staff of hospitals, HMOs, the Ministry of Health,
and the Ministry of Finance. Six of the large hospitals in
Israel were selected for the study on the basis of their
size, location, number of beds, and ownership. Several
levels of hospital management were studied: the top
managers and their assistant managers, the marketing
managers, the public relations officer, and heads of the
cardiac surgery, gynecology and obstetrics, and chil-
dren’s departments. These types of departments were
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selected because they have relatively broad strategic
activity.

In addition, the directors of clinics and districts of the
HMOs (some of whom also held positions in hospitals)
and senior managers in the Ministry of Health were
interviewed as part of the mapping of views and atti-
tudes toward general strategic topics.

Several interviews with senior doctors and policy
makers in the health system, conducted in the media
between 2012 and 2019, were included in the data. Also,
various hospital documents were used, including hos-
pital bulletins, statistical information about the hospital,
and hospital marketing brochures, as well as reports in
the media and on official hospital websites. All these
served as background for the interviews and the analysis.

Conduct of the study

The participants signed a consent form before the begin-
ning of the interview, following assurance that both they
and their institution would remain anonymous and with
the understanding that they could stop the interview at
any point. The interviews were recorded with the inter-
viewees’ permission and transcribed close to the time of
the interview, in accordance with transcription rules.

The interviews

The data were gathered by means of in-depth, semi-
structured interviews that were conducted in the partici-
pant’s workplace. Such interviews are characterized by
flexibility in the interview structure, many open ques-
tions, and encouragement of the interviewee to tell his
or her story. The interviews were conducted in two time
periods—between 2010 and 2013, as part of a study on
the topic, and between 2018 and 2020, to enable the
examination of changes in perceptions and actions over
time.

A page of general questions was prepared in advance.
It was not shown to the interviewee but constituted the
basis for a conversation with the interviewee. First, we
examined the interviewees’ perspective on the changes
in the behavior of hospitals and the health system in
general in recent years as a consequence of the reform
of the health system and the National Health Law. Then
the interviewees were asked to relate to changes their
hospital had undergone in light of the reform of the
health market. The conversations focused on topics
relevant to the study: long-term strategy, how it was
conducted, the impact of budgeting changes on the
management of hospitals, their marketing activities, and
competition between them.

The data gathered underwent a thematic analysis that
generated initial categories. This was followed by a
search for main topics and themes and an analysis of
them. At a later stage, observation and mapping of the
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array of themes, sets of relations, and connections be-
tween various levels of the existing topics enabled the
researcher to define a map of concepts and connections
that creates a more comprehensive picture of the data
gathered [32-34].

Results

The full qualitative thematic analysis of the interviews is
not presented here, because the full findings go beyond
the scope of this article.

This section focuses on the parts of the interviews that
are relevant to the substantial changes with which Israeli
hospitals have had to contend in the last two decades. The
aim is to examine the hospitals’ strategic management fol-
lowing the opening of the health services market to compe-
tition and the hospitals’ behavior as business entities.

Analysis of the data reveals agreement regarding com-
petition: All the participants mentioned that there is
great competition between the hospitals in a given re-
gion as well as competition between hospitals in differ-
ent parts of the country.

[...] a very competitive market [...] [the competitors]
are all of them, all of them, all the leading hospitals
in the country [...].

[...] It’s us against [name of hospital] [...]; there is
competition between us and [name of hospital]; there
is competition in all aspects.

From the analysis of the attitude toward transforming the
hospital into a business organization it appears that most of
the interviewees saw this characteristic as a dominant factor
that influenced the hospital’s behavior, both on the medical
and academic levels and on the financial level.

The hospital became a financial system that
needs to work according to rules of the financial
system, and this is the most significant change
resulting from the reform.

Hospitals today are managed, actually, as corporations,
even though they are not corporations.

There is agreement that the main defined purpose of
each hospital, as in for-profit businesses, is to turn a
profit or at least to break even.

The business agenda, which people at the top
continue to set, is that the hospital’s interests
must be financially balanced and successful.

Nevertheless, several topics arose that pointed to the
inherent dissonance in the linkage of business agendas
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and strategies with medicine in the hospitals and the
health systems in general. Among the interviewees there
was no clear support for the supremacy of finances;
sometimes, for reasons of prestige, they preferred popu-
larity and high volume of activity over profitability.

Hospitals must have financial thinking [...] but only
soft financial thinking money should not drive the
entire system, and we are going in that direction.

[...] In principle, we are doctors first of all ... We are
not business managers. That means that first of all
we desire medical excellence [...].

One of the ways that hospitals have tried to improve
their financial situation is to increase the efficacy of their
management.

[...] There are great changes in the behavior of our
doctors [...] Oversight systems have been created in
the departments, [...] all kinds of ways to examine
the department’s activity.

Another way is to make the hospital’s units more inde-
pendent financially and managerially, as in business or-
ganizations. From the interviews it appears that this
initiative was implemented only in part, both because of
objections raised by department heads and because of
existing limitations.

[...] Our financial and managerial independence is
very limited [...]. Our decisions [...] are meaningless
[...]. We have no budget. That means that my ability
to understand the business of medicine is limited
[...]. (department head).

According to department heads, the problem with this
initiative is that they do not have the knowledge or the
tools to manage their departments by themselves and
thus their units would collapse very quickly.

Let’s say that tomorrow they make this unit independent
financially. I will fall apart in a very short time.

As part of the move toward business-oriented behavior
and balanced books, hospitals have introduced strategic
goals and aims, including increasing profits by increasing
the volume of patients.

There is pressure from management for full capacity,
that there be more patients in the hospital.

The hospitals are also transforming the patients into
customers and trying to become more patient oriented.
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For example, hospital staffers have been trained in
customer service and to treat patients in a more person-
alized manner, because patients are more aware of their
rights and have learned to expect better service.

We are doing this today in a very aggressive, intensive
manner—workshops that focus on appropriate sets of
personal relationships, good service, and [...] how you
relate to patients.

The existence of comprehensive business strategies in
the hospital arose only indirectly in the interviews. Most
of the participants pointed out that there is a business
agenda or a particular strategy, and even said that it is
felt in the hospital. Nevertheless, the interviewees (espe-
cially at the level of department heads) were not always
able to describe it in detail; they merely pointed out that
such a direction exists. They related only to the signifi-
cance of the business strategy for them: a general increase
in the volume of activity. As most of them saw it, the
hospital’s business philosophy focused on an increase in
profitability, but the strategic means for achieving the
goals were solely the domain of management.

[...] Generally, the professional echelon knows how to
market itself as a good doctor; it doesn’t know how
to talk about strategy; the word “strategy” in medicine
is very, very hard. The doctors are programmed, and
the nurses even more so, to work one-on-one. In
one-on-one there is no strategy. There are only
trees, no forests.

Clearly, the inculcation of the strategy is not uniform.
All of management talks about strategy and inculcating
it (even when the nature of the strategy is not necessarily
clear). Often, the strategy is imposed from above,
although sometimes the department heads point out that
they are the initiators of most of the actions, so that in
actuality the direction of inculcation is reversed. Either
way, the department heads are not always involved in
the decisions and are not even always aware of all the
relevant data.

Sometimes there are initiatives that come from
below, but a large portion of them come from above;
it’s a combination. It depends on what it’s about.
Things that have a lot of regulation and great
monetary potential are mostly from above |[...].

There is a business agenda. There are people who
broadcast this from above all the time. This hospital
has a huge interest in being financially balanced
and economically successful [...] and this trickles
down .... It’s definitely there.
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Department heads sometimes feel cut off from the man-
agerial echelon, both at the level of strategic planning and
at the level of general knowledge. Many of them pointed
out that if they do get a report from management, usually
it is only about income, and that there is no collaboration
at the planning level. Some of the department heads are
content with this situation and are not interested in
changing it. But others point out that it is problematic in
terms of efficiency of the system and management of the
department. It is evident that often, even within the same
hospital, the heads of different departments have different
approaches regarding the degree of collaboration and
independence they would like to achieve.

[...] Our goal is to be a better department than the
others; to be better professionally, medically. [For]
management—what counts is the bottom line, then
it goes into the topic of business competition|...].
[That’s] not for us [...].

I can talk to you a lot about business, but it’s just lip
service; it doesn’t happen here. [...] The work of the
department head in general doesn’t have a business
component.

Discussion

The following is an examination of the findings in light of
Ginter’s model of strategic management. As noted, the
model’s first stage is strategic thinking, which includes an
analysis and recognition of the required change and its ne-
cessity for achieving the organization’s optimal adaptation
to its environment. This stage requires a broad view of the
surrounding conditions and the changes and an analysis
of the ramifications of these changes [19].

From the statements quoted above it appears that the
interviewees were aware of the local and global changes
that affect the health market in general and hospitals in
particular. Moreover, they declared the immediate need
for changes in the hospital in order to adapt to these
external changes. However, they did not demonstrate an
organized thought process in which comprehensive
information about the levels of the various changes in
the environment were examined and on the basis of
which events and scenarios for achieving the optimal
adaptation were built. There was a lack of clarity regarding
the main goals and their necessity as part of a comprehen-
sive strategic master plan. This indicates only partial
fulfillment of the model at this stage.

A decisive part of this stage is collaboration and encour-
agement of all the organization’s members to participate
in the process of strategic thinking [19]. However, the
findings show a distancing and a disconnect between the
hospital’s management and the department heads. There
is informal agreement regarding the various motives and
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interests underlying the decision making and this includes
a perception that strategic thinking and looking at the big
picture are the exclusive domain of senior management.

Why do I need the doctor to mess with hospital
strategy? (hospital manager).

This attitude is contrary to the model, which encourages
collaboration and transparency at all levels of the
organization, and it constitutes support for earlier studies on
transparency and collaboration in doctor—manager relations,
according to which the level of these elements in health orga-
nizations is lower than in business organizations [35].

In the model’s second stage—strategic planning—stra-
tegic thinking is translated into an action plan, a series of
steps the organization must carry out [19, 21]. The prod-
ucts of this stage are supposed to include goals and details
of each unit’s contribution to the strategy [19]. It is crucial
that this stage be carried out by many staff members, in-
cluding key personnel with differing views, to ensure cre-
ative and critical thinking for finding solutions [30].

Most of the interviewees stated that their hospital had
an agenda and/or a particular business strategy that was
the basis for action. Nevertheless, regarding the two main
goals that they named—improving the hospital’s financial
situation and increasing the volume of patients—they
could not point to a detailed action plan for either the
short term or the long term that laid out the steps that
needed to be taken. Alternatively, they stated that they did
not have access to such a plan or were not exposed to it.
Consequently, this stage of the model, too, is executed
only partly, and there is great variability in the adoption
and exposure to it at the various levels of management.

The final stage of the model is the strategic momentum,
the execution of the plans formulated in the preceding
stage. At this final stage, the changes in the organizational
culture are meant to be inculcated at all levels of manage-
ment and staff [19].

When the statements of hospital directors are com-
pared to those of department heads, it appears that there
is a clear disconnect between the two and sometimes
even mutual rancor over the fact that they have not
worked together in accordance with the model.

I can tell you that most of the department heads
have no idea ... about these matters ... (hospital
director).

Our financial independence is very limited ... I don’t
have a budget ... I get no feedback ... so I don’t even
know which activity is profitable and which is not,
or how we should cut costs and expenses [...]. 1
know that some of those reports exist somewhere.
(department head).
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At the momentum stage, the organization is supposed
to continue implementing the action plan by attempting
to coordinate its internal state (that is, resources,
services provided, structure, policy) with the changing
external environment. This process of evaluating threats
and potential opportunities in the environment and en-
suring that the hospital is better adapted to it is crucial
for its success in a competitive market [19]. Given the
complexity of the Israeli health market and the hospitals’
inability to act as strictly business organizations, it
appears that despite their ability to evaluate the external
environment, they have limited ability to adapt their
intra-organizational state fully. Decision making and
setting short-term and long-term goals based solely on
maximization of profits and reduction of costs is impos-
sible for them, for they must take other factors into
account, such as the Ministry of Health and the hospi-
tal’s stakeholders.

In summary, the findings reveal that there is a strategic
business basis for the interviewees” activity, although not
all of them were able to describe it in detail. Two main
goals that were named were increasing profits and in-
creasing the patient volume. With incorrect planning
and management, these goals could conflict with each
other.

Most of the interviewees’” statements dealt to some ex-
tent with strategic thinking, but they were sporadic and
not organized. For the most part, they did not dwell on
strategic planning or strategic momentum. It appears
that all the players are aware of the external changes and
the need for rapid adaptation to them. However, the
stages of strategic thinking and planning, even where
they exist almost in full in the management, are barely
apparent at other levels of the organization. There is a
great gap between the behavior of the hospitals’ manage-
ment and that of various departments. Staffers and de-
partment heads are not involved in the initial strategic
planning stages, making the entire process largely irrele-
vant to them and creating a barrier between them and
management. This “division of labor” undermines stra-
tegic planning and prevents collaboration of everyone
involved. The absence of collaboration and inculcation
of formulated plans sometimes leads to the failure of
strategies for change. This is one of the factors underlying
the hospitals’ problematic financial behavior and the
limited impact on their income, resulting in large deficits.

As of today, not a single general hospital in Israel is
able to live on the Ministry of Health budget [...].

The public hospital in Israel, as in the rest of the
Western world, is not viable |[...]. True public medicine
in a socialist country that wants to provide treatment
but not profit is not viable.
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These findings are supported by earlier findings that
show that the financial stability of public hospitals in
Israel is constantly being undermined [15, 17].

According to the findings in this section and the
previous one, the examination of the implementation
of Ginter’s strategic model in hospitals shows that
despite broad business activity, strategic activity is
inculcated only partly. The organizational difficulty is
manifested in tense and complex doctor—manager re-
lations, conflicts of interest, and budgetary pressures.
These factors, combined with external financial and
political difficulties, hamper management in inculcat-
ing comprehensive organizational change and broad
business strategies. Consequently, the hospitals behave
in financial survival mode—introducing individual,
primarily short-term, initiatives using the available re-
sources, with no overarching plan and no sufficiently
strategic managerial behavior—to maximize activity
and make it more efficient [15].

Conclusions

The environment of hospitals is changing constantly,
and public hospitals are increasingly adopting business-
oriented behaviors to survive. These findings are similar
to earlier findings in studies of competition between
hospitals in Israel [36, 37] and even create a research
continuum with the interviews conducted and analyzed
in other studies [4].

Hospital directors are becoming increasingly focused
on strategy and goals, and financial considerations are
increasingly driving their behavior. However, these
changes are not taking place in the same way at other
levels of management, that is, among department heads.
There is a partial adoption of processes and business
strategies in hospitals but also an absence of clear and
long-term, multisystemic strategic managerial direction.
There is great variability in the approaches toward col-
laboration and transparency of information and behav-
ior, which impedes inculcation of all the stages of
business strategies. According to Ginter’s model [19], it
is essential to have full cooperation in the first stage of
evaluating the situation and the environment, in setting
short-term and long-term goals, and finally in imple-
menting those goals consistently throughout the
organization. Although the hospitals are in the midst of
the process, it is inculcated only partially, and there ap-
pears to be a great gap between the desire for change
and the recognition of the need for it and the execution
of comprehensive change.

The findings of this study and the data from studies
that have analyzed the financial state of the hospitals
show that the financial stability of Israel’s public hospi-
tals is constantly on shaky ground [15, 17]. This impels
the hospitals to initiate specific actions and strategies
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without a comprehensive systemic view, potentially leading
to waste, duplications, and severe deficits. Coupled with
limited resources and constant demographic, technological,
and social changes, this situation may lead to a collapse of
the country’s public health system [15].

The solution for the health system may lie in providing
hospital management with the needed tools and broad
professional support by the Ministry of Health for the
hospitals’ business-oriented financial behavior. Such
support would include the development of professional
infrastructure and expansion of the professional knowledge
in this field on the part of hospital staff and managers,
encouragement of comprehensive managerial study pro-
grams, and the introduction of these topics as part of
medical practice. Also to be considered is the creation of a
self-supervised planning system that acts continuously to-
ward efficiency and affects the setting of financial and med-
ical goals.

As part of this change, it appears that the system must
erase the existing boundaries in manager—doctor rela-
tions and create a hybrid role that encompasses this
problematic duality of roles in a more positive manner:
clinical leadership instead of management. The correct
combination of these roles and specialized training may
contribute to better adaptation to changes and lead to
provision of higher-quality services [38] and inculcation
of a more successful process of strategic change at all
levels of the organization. It is also important to arrange
the managerial and financial independence of the de-
partments, with collaboration and transparency, using
the medical leadership. Creating managerial flexibility
that will enable department heads to participate in the
hospital directors’ strategy while maintaining depart-
mental interests will help to empower the staff and make
it part of the process of change and adaptation [27].

The dilemma regarding the adoption of business strat-
egies and the degree to which public hospitals are turned
into competitive, independent corporations is not unique
to Israel. Changes in the global ecosystem that derive,
inter alia, from economic, demographic, and techno-
logical changes, affect the health systems in many coun-
tries. In every country the government has a role in
shaping and managing the health system. In England,
where the health system faces massive deficits, it is man-
aged and financed by the government, and the level of
centralization is greater [39]. Starting in 1989, it allowed
autonomous, competitive business activity in the health
corporations in a separate entity that is managed and
overseen by the government, although in recent years
the entity’s freedom of action has been reduced. Estonia,
which underwent a dramatic, comprehensive organizational
change following its separation from the Soviet Union, has
a pluralistic structure in terms of costs, but in that country,
too, the hospitals’ managerial and financial functioning is
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partly autonomous, under supervision and regulation [40].
Similarly, in Norway, which has a lesser degree of
centralization, hospitals function autonomously within clear
boundaries [41].

It is evident that all the countries using the various
models of the tax-funded Western health system are
coping with some degree of common financial and
managerial challenges and that the direction of change
in hospital management is relatively similar in all. The
states’ behavior ranges between enabling some degree of
autonomous business management in hospitals (“room
to maneuver” [7]) and maintaining some degree of
centralization and oversight in such management. Incul-
cating the options outlined above will lead the Israeli
market toward more strategic and competitive business
behavior like that occurring globally. Direction, training,
and organization of the change will enable the system to
become more efficient and thus ensure its survival.

Policy recommendations
Today more than ever before, as Israel contends with
the Covid-19 pandemic, the meaning of a strong health-
care system and stable hospitals is comprehensible. In
many respects the pandemic has exacerbated the exist-
ing problems: Regardless of their difficulties in terms of
work pressure, stress, insufficient manpower and num-
ber of beds, and financial and organizational problems,
hospitals have had to cope with an unknown virus.
Moreover, in addition to the stresses engendered by the
pandemic, hospitals have suffered a reduction of elective
surgeries and other medical activity, harming their eco-
nomic stability, lengthening queues, causing staff reduc-
tions, damaging reputations, and deepening deficits [42].
The exposure to, and awareness of, problems of hospi-
tals and the healthcare system must be channeled make
this issue a national priority as part of the overall effort
to produce economically and organizationally stable
health organizations. Israeli policymakers must generate
financial and organizational support along with profes-
sional training for public hospitals. They must enlarge
budgets and increase the autonomy of hospitals and
their departments. Finally, employees must be empow-
ered through transparency and collaboration at all levels
of the system to achieve common goals, while maintain-
ing systemic interests and creating strong healthcare sys-
tem and stable hospitals that can respond quickly to the
challenges of ever-changing, unpredictable surroundings.
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