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e o  ABSTRACT S ,

‘The history of incentive formulation'in the organi-

zaticn of health ‘care systems is fragmented and the effects

of i centive utilization were' not definitive in their

2

- .

applicability to‘the delivery of ‘health care services., The

study‘consisted of an examination of common incentive
j

.approaches; the effects of bureaucratization on organizational
incentives* hospital incentive programs- the feasibility of -
incentive@-for the health care professional' and finally,

the utilization of incentive criteria as an analytical

~,

technique in the - eValuation ol’health services program-
proposals. . fﬂr S : ?ﬁ : \Q\

ES . R Y

‘The results indicated that serious consideration

4

\should be given to the feasibility of an amalgamation of

/hcspital and medical reimbursement systems whereby all

“
)

participants are held responsible and accountable for the

-

generation of total health care costs.’ The success of ' B
.‘?‘" J . N
‘incentive formulation and implementation in the health care
I i
field is dependent upon the capability of the health care //

organization for bureaucratic adjustment- the accountability

of all participants for the results of thbir actions im . -

1 . - ‘9'>
performing_their duties;‘the immediacy of rewards or 3,
. penalties to job responsibilifies; and the use of qualified-

Ly 1 . ) _. /_
management petrsonnel. , .)/
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"DUCT Ly
I. PURPOSE
. 8

The purpose of this REL - » exzzine the formu—

lation of incentives 1in the Concc.: o .ected health
services organizations. Tuc¢ :xamiration will include:

s
l. A review of common incentive aﬁproaches,'

)

2. An examination of the botential effectg of

t

bureaucratization on servi%e organizations, - ;

3. 'Examplea of hospital incentiveuprograms,

4, The aanicability of'ineentives to the profession-
al within the service ogganization, and

5.‘1The inrfstigation into the utilization of
(incentiye anproaches in the fprmulation of hedlth serrices
program‘proposals;'

Dy
N

ZII. SCQPE.
The‘eubjects or incentives motivational behavior and
health service dblivery systems encompase diverse and of~en
eontradictory concepts, Accordingly, a large portion of
this thesis is devoted to the development of an analytic
framework specific to health service organizations. This
‘study is restricted to two basic parameters underlying the_

formulation of health service incentive schemes-

3 -
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. o
.orgamization, and

/t . .2; The behavior of'ihdividuals with regard to the

g

\operating e??iciency and technical problems associated with

&;% health service organization.' 1;

In %uggesting changes toward a more efficient and effective
- "

heaﬂth care system, the mechanics by which various geo—'

political distributions would be made,are not considered.

The general process of regionalization is beyond‘thg scope

1. The level of bureaucratization within the service '

/ B

of‘thisfstudy and the suggesgtions offered apply to existing

-
¥

facilities and boundaries as well as toipropoaals‘containing_

"district or regional changes.

- The application @f the analytic'ftamework derived

from the literature, hospital incentive progranms, and,
organizational theorybwill be limited to an examination of
the report'titled The Communiéyfﬂealth Centre in Canada,for

q
.
as it 1is more commonly known,,"The Hastings Report 1 Aside

;from the speculative awpecta of evaluating a proposal before

it has been_implemented ‘the major utility of examining The
: Hastings Report under these incentives criteria is to' |

provide insight into the relative efficiency—effectiveness

'of a given program,

A
St g Q‘Q : :
1Canada “"The Haséﬂngs Report " Repoft‘of the
Community Health Centre Project to the Conference of Health
Ministers (Ottawa: Queen's Printer, 1970).
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111, FORMAT OF THESIS \.

This thesis'is divided into seven chapters. Chapter '

1 contains the purpose, scope and. format pf the study,

. 5\

_Chapter 2 exaﬁines'common approaches to the formulation and

~

implementation of incentive programs while Chapter 3

provides an examination of the effects of bureaucratization

e

on/incentive formulation. Chapter 4 reviews some incentive

£ - B
Plans utilized in the hospital industry. 1In Chapter 5, the

professional aspect Of’service organizations 1is reviewed

with regard to the structuring of incentives to affect

least-cost patterns of professional practice. This chapter. -

provides a.revigh,of reimbursement Systems; and suggests the .

9

modification of present "fee for service" practice within
. .

.

" health service organizations. The majqQr focus of Chapter 6

A

is on a framework for the analysﬁs of incentive programs for

¥

the delivery of health care services, The utilization of

hincentive concepts in supplying health care is éxamined by

~ -

the appAicati&h of this framework to' analvsis'of The
Hastings Repor\ Finally,tChqpter 7kconc1udes thif study by, ,
summatizing criterié derived from t€L precedi%§ chapters ° ,

&
with regard to the implementation of incentives in the

health care field o /i'

\
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» CHAPTER 2 ,

AN OVERVIEW OF INCENTIVE APPROACHES |
. 1
I, . INTRODUCTION ‘ ' . - ”[

. .
The purpose of this chapter 1s. to reviaw the lite;a—

 ture pertinent to incen@ﬁve programs. Many different

- "r

ol

incentive schemes nav”"HEEH'proposed to foster efficient and N.f

e,fective production of health caye services within the

h spital, but few of these programs have been implement d.
) .

] g -

of those which have been tried xonly limited succees hag

»

/ : )
~ Incentive plans are usuelly conceived in’ order tf’\\'

enhance worker motivation in’ @qder to - change behavior

P

patterns and foster\moreoefficient and effective means of C e

2 )

"The basic concept of incentives as originally
e formulated was to turn.the inherent selfishnesg
, of man into a force for greater pr ductivity "

~

g ZE. Gross "Incentives and the Structure of bj
f£¥0rganizational Motivation," Journal of the American College -

Yot Hospital Administrators, ¥ol. 16, No. 3 (September, 1971),

.pp. 8r20, - o _”g_ :
o 3J F. Lf:::;Z, Incentive Man_;ement (Cleveland.

Lincoln Electric Company, 1951) p._89

. ~ ® A
been noted over -an init%al short- run: pilot period Ovex - .
“ v ™o ~ _ .
. time, most\ii_these programs have been_'abandoned.2 o N
4 , n < : |
11, INCﬁNTIVE 'RATIONALE ™ o ;
) . : n. -\
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Therefore, te rationale behind most incentive programs is

— ke } v v, t

R : ) o \ k ) ~ e
that they are a. money-saving device, e ' »);

III.~’.THE CONCEPT-OF WORgﬁR‘ﬁOTiVATION : ‘-
There are’ many theories of work motgvation which rwn}
<on a continuum from the scienti&ic management approach to

the socio- psychological satisfactiowsof needs and drives..“

Some of the concepts which are felt to be more relevant to
' v

1,

the area of incentive prograpming wdll be - considered in this
/ a

9) A 0 }v

' Section, although an in- depth review of the theories of

uorker motivation will not be attempted

-

"y - ‘s
The first n%dern abncept of orker motivation was

re .‘

based/on the premise that man was completely rational and

» 4~

v

: economically oriented in his work situation.

) (\ . .
.scientific managepent approach spmetimes referfeﬂ to -as

‘T‘ne" ) ;o

. -

%

machine theory, stressed the use. of time and motion studies
’ ” i

and piecework payment systems, They bere concerned with

stagdardizatiq? of job tasks and tﬁeir institutionalization'

—

trrough limiting controls to singular task processes,5 This.“

e

'Y ' ' B

'\\conceptlcreated_much resentmentvand opposition to'the us%fof

¢

L . . o
. . . ] ! A B : Al
' s ; , . a.

. f

' ) E N . Q '~). PP

- T AA S. Tannenbaum ,Social'PayChdlogy'of the Work: -
Organizmtion (Belmont, California: Wadsworth Publighing
Company, Incw, 1966) ; o 0 e e ot

Y

<

. ~ 5For a detailed discussion on the classical models of-
worker motivation see D. Katz and R.L. Kahn The Social
"Psycholo Apﬁ—O{gggizations (Ne ork: John Wiley and S@%ns
Inc“‘ 1966) v (’K Cel ‘ o

7 ' : ) ‘ ¢

. . g c.

\\‘

n



:<imcentives due to the emphasis on the individual as a tool,

.6

Kl

devoid of social conscience or psychologic 1 needs and only

_,'useful to-increase output ‘The subjectivq’j dgements

~works,

int

o

2

erent in job evalua%}on and, measurement fo tered anti—”
RS

gement- feelings and .a negative connotation of inceﬁtive

s\)

man
vplans . S ‘ _' RN :
,/The backlash to this approach resulted An the
(e

' <fdevelopment of the human relations school ] This .concept

i

‘;considers the behavior patterns of ‘the worker in a more

A
A

’complex framework consiSting of social and emotional drives‘

" which maydsﬂgéyate his actions. - The Hawthorne experiment

is the classical work in. this areas.and the following

\Aw'\ ,

c__z/hclusions to the study are offered

l. The need for recognition, security, and Sense. of
AN A

N
belonging is more important in determining workers' morale

| ) \\14;
_and produ tiv ty than the. physical co itions under which he -

' l; -2, i:Zormal groups within the work plant exercise

»

o

-

‘ strong social controls over the work habits of the individu—

. 3

)

" al workers and

c )

;3_ Work is a group'activity about which the social

\
68 W. Gellerman, Motivation and Productivity (Vail—

Ballon Presgs, Inct, for the Ameérican Management Association,'
Inc., 1963). : :
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: world'of the adult

setting, the effec: cf status and status congruency and of

. the degree of reward in relation to perceived invesg;h\ts

's'primarily patterned.

»

From this point on the direction of incentiv&

rformulation concepts ‘were based not only on economic rewards

for . the individual but on a raft of social and psychological
indicators fbr the individual within the gr0up. Theorists

vied for the uéilof one or many combinations which would

:best influencefworker motivation over an extended period of

i t
time. One exampla is the concentration on external (job)

H }

dird internal (socia rewards as motivators in afgroup

’

A
Another is based on Festinger 8 theories of cogniti

- F
dissdizs%b g@érests upon e;é}ty/inequity of rewards. . v

A classification whi discusses needs on a lowest to

highest hierarchy is proposed by Maslow.10 It is only by

appealing to those needs Which have not been met that an

~-

4

' : L . : - A

Penguin.- Books (Great Britain: C. Nicholls and Company, Ltd

kd

7J A.C. Brown, The Social Psychology of Industry,

A

1954) p. 85,
@

' 8AL Zaleznik, C.R, Christensen, and F,J., TN

‘Roethlisberger, The Motivation," Productivity, and Satis-

faction of WorkéTrs: A Prediction Study (Bostom: Harvard

University, Graduate School of Business Administration,

..1958),

9J. Stacy Adams, "Toward an Understanding of Inequity,

Journal of Abnormal and Social Psychology 67 (1963), pp.
- 422-436. T L '

, S S
loH.C. Lindgren, An Introduction to Social Psychology

- (New York: John Wiley and Sons, Inc., 1969), p. 80.

wWiie
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vindividualﬂmayvbe motivatedfto change his behavior paﬁterns.r
The cfassificatfon.is as 'u!lows:'
1. »éhysiologi: .e . == needs involved,in main- .
taininé body processes o

2. ‘Safety needs -—.needs to avoid external dangers.
”

or anything that may harm the individual

3.. Belongingness and love needs - the needﬂto be 1

&

given love and affection, and nurturance by another pegson
_or persons,

4. Esteem needs.-—'needs to be valued, acceptedx and
appreciated as a person, to achieve and be adequate' to

- acquire status, recognition, and attention, and
. | . ‘ v
5. Self-actualization -- the needs for gself-

fulfillment 11 3 _ C
Economic rewards would not satisfy all these needs and the
first task of the initiator of a& incentive sche would be

to decide ‘at-what 1evel of the hierarchy is his selected

population, or what needs still have to be met,

.

Thevconcept of achievement.motivation for the sole

purpose of achievement is a very real consideration in R

incentive formulat:ion.l-2 ‘It is especially ‘important in

professional groups such as medicine and nursing where an
- _ : . : ‘ '. ¥
~ o o " > o

12For a detailed discussion on the influence of
achievement concepts see D.C. McClelland, The Achievin

Society (Princeton: D, Van Nostrand Co., Inc., ‘1961).

o= ’ vl ".-.,
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achievement orientation is necessary to fulfill the

% obligations of accreditation. Thii\concept and causalrﬂ_

.
theories of behavior point-to the difficulty in trylng to \

<~

"“sequence any single cause or single goal orientation in
determining individual motivation. Peoples wants are both
dynamic and conflicting and therefore ever changing.13 Many

different approaches are taken to the aforementioned

7’ N

concepts. l-lerzbergl4 separates two sets of factors,
hygiene (job oontext factors) and motivation (which»offer-
positive rewafds over and above expected‘rennmeration). In

sum, he states that when incentive schemes do not work they

s

are aimed at hygiene factors and vheT they do work they are
- . . . ‘\\

aimed at the motivatixg factors.
The‘approaeh takenﬁhy McGregorlS‘is twofold,

.representing nolar vieos of man. Theory X states that man

“dislikes work and must be coerced. controlled and threatened

into organizational activity avoiding responsibility and

1 4
laThis is diseussed and implied in R. Likert, The
"Human- Organdzation. Its Management and Value (New York:

McGraw—Hill Book Compeny, 1967), p. 15.

'lAF. Herzberg, B. Mausner, and Blarbara Block" !
Snyderman, The Motivation to Work (Nev York:  John Wiley and

Sons, Inc., 1959)

T
[

1'5Dou‘g'1as HeGregor The Human Side of Enterprise (Nev %
York: McGraw—Hill Book Company, 1960) .

J




ot

\" | , - _ | 10

- . < - .
‘desining security above all 16 Theory Y states that: ;a
. A
'l.a ¢he expenditure of physical and mental effort in

i 7

work 1s as natural as play or rest,

[

2. External control and the threat of punishment are

4 A

‘not ‘the only means for bringing about effort toward organi-

zational objectives. Man will exercise self-direction and

a0

self control in the service of objectiVes to which he is,

N

committed : . \,\hx :

3. Commitment toward objectives is a function of

Iy

the rewards associated with their achievement,

“4, 'The average human being learns, under proper

‘conditions, not only to accept but to seek responsibility,

5. The capacity to exercise a relatively high degree

N ’of imagination ingenuity, and'creativity in-the solution;of

in the population, and - . T

6. Under the conditidns of‘modern'industriai.1ife,
the intellectual potentialities of the average human being
aa)rkevoniy partially. utilized 17 .b
Theory Y woul@ suggest that the goals of the employees

should be compatible to those -of the organization -such that

the members of . the organization can achieve their own goals

‘ best by directing their efforts ‘toward the success of the

.

1bid., pp. 33-35.

17

Ibid., pp. 47<48.

) a‘:

" organizational problems is widely;'not narrowiy,'distributed
. - . . g . 3

L
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enterfriaclaqﬁ:akatz azﬁ\Kahn discuss types of motivational
patte nsl9 and suggest that: needs may be satisfied by‘ |
aetions.b These actions may not ordinarily occur except by
the offering of rewards.' They state that "many human
actions are the‘meansvrd the satisfaction of utilitarian
drives ‘or ego needs, and are nerforned for no other
.reason."zo |

~ - This brief review of some of the’coneepte of worker
notivation‘was undertakenlfer the purpase‘of_underlining'the
diverse direetionS'moriQational theory takes. In extending
these concepts into the rationale for specific incentive

formulation models, 1t.1s not clear whether motivating

-people to behave in a desired manner is a problem of_/
*

'incentives, a problem of control, or in the finalvanalySis;
an- inseparable combination of both factors.
IV,  COMMON INCENTIVE SYSTEMS

A, Individual ﬂronp, and: Owganizationab Plans

vIncentive systema have taken two general forms, merit
“rating plans and monetary‘payment schemes, Monerary'payments

attempt to "increase-the-motivation of employees to

81p14., 7% 49, R ii//,/.'
19 . . ’ g .
D. Katz and R.L, Kahn, op. cit.

2O1b1d., p. 344,
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contribute to the goals of the organization by offering
financial inducements above and beyond basic wages and
salaries 21 Merit rating plans apply salary ranges within
each step on a hierarchical ladder, Movement within these
ranges is,dependent on merit, and/or length of se.rvice;22

» " The most common reward systems are individual group,
and organizational incentive systems. -Individual systems
usually take‘one of three forms: piecework.and standard
time where the.individual.is paid*a set amount'for each unit
of output--shared gains where the individual receives a
npercentage of the value of his output over and above a
.standard amount; and variable returns where the'individual
» receives a per unit fee‘which depends on his level of output.

'.Group incentive systems are based on the ‘pooled

earnings of 'a group of employees each receiving a percent-
»age of output value over z=d above a standard amount~ ‘'The
added percentage is‘a result of cost savings or reduction ofv
labour. _The group may include all employees or any -
department(s) within an organization.'

OrganizatiOnal incentive systems are further removed

from the employee ‘who receives the benefits and usually are

21w L. French, The Personnel Management Process-‘b,
Human Resources Administration (New York: Houghton-Mifflin .
Company, 1964), p. 284\\ . S

t

22D S. Beach Personnel‘- The Msna ement of People‘at‘
Work (New York: MacMillan Company, 1965), p. 636.
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not felt to be controllable in any way by individual effort.
T
vExamples are. profit sharing, stock purchase options and

pension plans 8 mentioned previously, these tend to
reduce worker turnover but may have little effect on coe

behavior modification.

B. Problems With Incentives in Practice

In considering any incentive system the implication
of setting standards of‘operation‘and employee motivation
are of prime concern.-hAttempts are made to firm up a
"department (or organizationj to aid in applying :hef |
incentive plan. Theijrmulation of standards means that
'4the department receives spécial attention which is bound to
;have.some effect. Along with this, the workers‘are'usually
involved in,the process'of "readiness" and such things as
communication flow and supply stocks are chec\Ed and made
ready. :This unuSual activity and interest in the deparégent
and workers alike may be all that is needed to increase
worker morale 'efficiency and effectivenesﬁl The added
'implementation of the incentive nrogram,.after the period
of readiness, may add little or nothing to the department’ '
but the separation of readiness effects (involvement) and |
incentiVe effects are difficult and nsuall?%fot considered.
» “The literature on worker motivation eeemslto
indicate that the further the benefi is from the worker and

the less control he has over receiving it, the less powerful

the 1ncentive.' This would seem to have serious implications‘



R - : . -

with regard to total organizptional plans such as retirement

pen§EOn schemes methods of»profit sharing, vacation bonuses
and the like. These programs may’serVe the pdrpose of.
holding an employee to his job but may do little touimprove
behavior or work patterns.b

The success of incentives as a mOney—saviné\device
has not been proven, especially'in the health cafe field.

Q .
There are many added costs assoclated with the implementation

of incentive programs which are not immediately apparent

‘Some of the costs which may be hidden from view are as’

fol_lows:23

‘1. Jobdevaldation,

2, »Waée'and saiary adminis:rapion,
3. Time'andfmotidn etudy;

d4.' Aecountipg,

5. Negetive aspectsvof.iqdividual competition within

6. Supeinsibn, and

7. Gfodp eopflice due to measurement techhiques and
subjective s;éndards.. N |
Gross states that phen_;hese coets are added up, the>tptai
may be ﬁhe eame as pefOre the plan‘vas initiated.zék In this

article many_dther factors of consideration in incentive

23E; Gross, op. cit.,‘pp.'8-20;' R

241434, p. 14. | -

~—
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'implementation are discussed: employeepresistance, identi-
fication, limits og economic rewards and suspicion and
nanipulation;' He suns up his article as follows: "Anlr~
incentive system will not, then,_makeda hospital work more
e@fectiVely. But an effective, well-run hospital may
,vprovide the environment for an'igcentive system to work;"25

c. An Ekample of Available
N Literature on Health Care Incentives

CTheiquestion of'whichpgype of incentive scheme is
best,'depends on the situation undervstudy. All incentive
- systems have characteristics which-may aid in reaching
'dspecific objectives but the key to success is proper-
implementation under favorable organizational conditions

One such example of a combination approach of
incentives which has’ been tried is documented in Hardwick
and Wolfe s article "A Multifaceted Approach to Incentive

126

-’Reimbursement. This article Treports that three distinct

“experiments are being tested in Western Pennsylvanian
Hospitals.
1. Placing of industrial engineers in 3 hospitals to

work as an arm of the hospital s administration in seeking

s
Lo

231b1d., p. 20.

26C. Patrick Hardwick and H. WOlfe "A Multifaceted
Approach to Incentive Reimbursement,™ Medical Care, Vol.
VIII, No. 3 (May- June, -1970) , pp. 173 188.

7
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and analyzing potential cost-reduction \ ituations and making

recsmmendations to improve the existing stems., Incentig@s
~J) :

were to‘be\paid to the hospitals on t asis of real
savings made for each program that is implemented [

2. Utilization of statistical techniques to
determine the relationship betWeen total cost and various
‘independent variables such as services education, case mix,
.etc._ Incentives would be paid on the difference between
actual and projected costs.

3. A negotiated budget incentive based -on accurate

»\forecasting:and agreement as to reasonableness. {
The methods of implementation are discussed in detail
but the results are ‘based on specific hospital idiosyn—
cracies which leave the main question the article posed
unansweredf; which method has the better general
;applicability?' The,only concrete savings_were shown-by the
additionhof industrial engineers to. the hospital staff, and‘
- these results were'based on one year If the results can
be replicated it would indicate that supefior management was’
a crucial variable introduced into the syBtem. This
‘addition of external management was- a proxy for superior

'internal ma?%gement and the actusl incentive method used

may be of little importance.



'g’5‘ CHAPTER' 3
INCENTIVES AND THE LEVEL
OF BUREAUCRATIZATION

I. INTRODUCTION - e

[

From thehpreceding review, incentivevschemes may be
of questionable long term value. Many factors may be at

'work which are advantageOus in some situations and dis-

advantageous in others, The" concept of man as rational and

as a purely economic being is an example of this.-.The

effect of the individual upon -the group and group pre88ure
[

upon the individual achievement mothation' hygiene versus

moti\ator factors- and integration and fulfillment of needs

based on a physio psychological hierarchy, may 211l be

)

appropriate in a given time and specific situation.' The

S

=&problem here is the difficulty of controlling organizatlonal

variables which may change a particular environment from

N

moment to moment thereby rendering a plan, bajﬁ% on

_motivational theory, inoperative - This chapter will examine

the potential effecﬁs of organizat10na1 variables with regard’

to the formulation of - incentive schemes,
All organizations have someucommon structural
F/variables which may promote motivational incentives and/or
: 3 4

' disincentives, Organizatfbnglkchanges ‘are considered and

implemented in order to further specific goal attainment

A

/
/

AT
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- Underlying these objectives, two major classifications of

-

change .are usually involved: the change in an organization's

level of adaption to its enmironment and the changes in the

internal behavior patterns of employees.Z? While the more
. ' )

common approach to behavior modification is to mold: the

“behavior of the individual to the organization,zaithe

emphasis to be applied here is that of changing the organi-

E uw’ ' .
zational structure~to allow for behavior modification.29

)
«

"
~—_ +++ the structure of an organization is not

an immutable given, but rather a set of complex
variables abowyt which managers can exercise

, considerable choice, "30°

: . ":\ﬂ '/ ) ,

\‘i\ \

J : Organizations may 'bé more-or less bureaugratized with
a higher or lower level oﬁ‘informal organization contained

therein..‘The degree of bureaucratization may influence the

35

‘ ' ' ' . ) ror’
27These .major qlassifications of organizational change

are discussed by Greiner and Barnes in their article
Organizational Change and Development. They are considered
in the context of objectives of change rather than 4in the
context of resultants of most change techniques as noted
-above. Their usage of thesge crncepts may be found ‘in: G.W.
Dalton, P.R. Lawrence and L.E. Greiner (eds.), grganizational

Change and Development (OntariO' Irwin-Dorsey Ltd, 1970),

. P. 2, ‘

Charles Perrow Complex 0rg>nization8 ‘A Critical
Essay (Illinois: Scott . Foresman, and Company, 1972). A
summary of approaches to: organizatior; through behavioral
models is c0ntained in Chapter 4 pp - 145-176,

28

g

» 29P M, 'Blau and .W.R. Scott, Formal Org izations (San
Francisco: Chandler Publishing Company, 1972)

30G ﬁ Dalton, P R, Lawrence and ;}E? Lorach>€edsr),
-Organizational Structure and Desi gn (Ont rio: Irwin-Dorsey
-Ltd., 1970), p. .. ' ‘

E . S 3
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stru ture and process of incentive formulation,: ln order 'to

examine tme efffct of gormal frganizational structure
— C e

oy _

(bureaucratization, on incentive formulation, the b reau- -

cratic characteristica of rationality and specializ tion

[

dmpersonality ‘and hierarchy of authority have heen selected

for conSideration.31 Their potential effect upon motivation

within the organization will be examined along with their

effects on the organization, the client “arid the worker,

11, LEVEL OF BUREAUCRATIZATION

In»terms ofbthe level of bureaucratiiation the 1arge yr

acale organization may inhibit the freedom of individual

. employee hehavior. If bureaucracies are set up to deal-
with stable,‘routine tasks, then the efficiency of the

bureaucracy may depend on the degree to which extraorgani— o
b . .
-zational influences upon the worker 8 behavior are
ol
controlled 32 Conversely, where the level of. bureaucrati-
S % o
/ ~

{ zation is inhibiting efficiency, incentive programs may
increaae productivity and efficiency within the organization.

"'The following diacussion will examine the negative effects of

-

L . L . .
[ 3 These are the- features of a bureaucratic structure

as‘examined by Weber. ‘A summary is contained in: A,
"Etzioni, Modern Organizations (New Jersey: Predtice-Hall,
Inc,, 1964) PP. 53-54. : -

-~

o v32This’concept has Been'adapted from C, Perrov, op.




bureaucratization on employee motivation. ¢f . ,
.One.of the negative effects of bireaucratization is
the alienation feltiby‘the membggsr In ierms of his
position within the organization,vthis is made up of the
‘following dimensions‘ (a) powerless s, (b) meaningless-
ness, (c)gnormlessness (d) self eattZ?gement and »
(e) isolati,on.33 Large siz;a34 can result: in alienation as
powerlessness in that the sheer immensity of the organi-
- zational setting makes the worker feel that his own .
'behavior cannot determine the outcome he seeks in his work
because he is simply one of many workers.’ Therefore he
feels (although he is usually careful not to show. it) a high
’degree of . anonymity. Further the large size of an
organization implies that it has a great deal of power’——>'
‘the organization represents a concentration of power and its
'effect, as C: Wright_Mills»observed,vis‘to cder_e, to
nanipulater | - _&\ij

"Organizational irresponsibility, in this
impersonal sense} is a leading characteristic.
of modern industrial societies everywhere. '
On every_hand the individual is confronted
with seemingly &emote organizations; he feels

_ 33R. Blaumer, Alienation and. Freedom (Chicago.
: University of Chicago Press, 1964) B "
‘ . 7’-‘ _4 "

34"Size" in the context of ‘this chapter ia used as a
proxy for the “level of bureaucratization. For a diacuseion
of the shift from a traditional organization to a rational-
,legal bureaucracy due to increased organizational aize '

‘refer to C, . Perrow, o OP. cit., P. 4. ‘ . : ,fx
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S
dwarfed and helpless beforelthe managerial

cadres and ‘their manipulated and manipulatin,
miniéns. "35/ :

AIsolation and estrangementvmay also result because”
. i}

.hthe employee.may find it difficult to identify with the
large number of people found in the organization. 4Whi1e
,small group membership eases the problem, it does not'

t i

A necessarily improve theﬁlndividualfs rapport with the
organization qua organiza;ion.b Furthér large size may
intensify the effects of other conditions or characteristics‘
of the organization. This‘may be reflected by low moraléj
low productivity, and absenteeism which all have been found
- to be associated with organizaﬁional size.36 |
‘Motivational incentivesvcould be considered to help
control or el ate some of the above mentioned problems.
‘;Incentive programs which try to blanket the nulti=
dimensional problems of organizati:hs with a "cure- all" | _
:approach would seem to have almost insurmountable diffi-_
”culties in coming to grips with actual problem areas. Size
‘may be an afseL to efficiency; but after reaching an |

optimal point; the law,of‘diminishing returns plays an.

important.part*in,considering motivational'incentives'which

- «
35 Wright Mills, White Collar (New York Oxford
.University Press, 1956), p. 187.
. 36w Lloyd Warner and Jio, Low; The Social System of

a Modern Factory (New Haven: Yale University Press, 1947),

N.owoo
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may be of value. Igcentivés to combat the negative
character%stics associated with size should lead to outcomes

such as coopefation, cohesion, inteéiation, morale, and

- -

common value sets which would help align:cdmpétible:gOal

drientations.37,;This would fostgr @participatixi

-

.(democratic) style within the organiiatiq&ﬁ. This gtyle.hag

skown to be more ¢fficient in térms‘of.the above aspects.38

“~

“III. RATIONALITY AND SPECIALIZATION ) -
The \large size of agencies fosters large admini-

'strative problems, the solution df_vhich requires ratiomal

‘thinking.
i "Rationality may be defined as the capacity
for objective intelligent action. It is
usually characterized by a patent behavigral
: nexus between ends and means. While :
3 _rationality is always limited by Human error,
finadequate information and chance,| within
these limits the rational person applies
, intelligence, experience, and technical skills
N to solve his prob}ems. In an ideal~-typlcal
T organization ratiomality is sought by organizing
and directing its many parts so that each - ,
contributes to the whole -product with ut?ost, N
- efficiency."39 = o

4. -

. - ’ : - 1 ~ . . .
37A discussion on undbtrusive measures of céntrol,
see .Blau and Scott, op. cit, L o

v

h38b.»Kanz and R.L. Kahn, The S0ciél-Psychology bf . 

Orgaﬁizﬁtions (New York: Wiley, 1966).

9Robert_: Presthus; The-Orgénizationél Society (New
York: Knopf, 1962), p. 52. ' ' ' \

e \
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This protess.of rationality results in standardization of |
activities and careful recruitment pg%cedures!within an;‘
organigation.4 On the other hand, overSpeciafization
"_(fragmentation of worker tasks) may induce‘afsense‘of task
bmeaninglessness forhthe employee, therebylburdening.him
“with thedaccepted means of procedure whiCh are:usually
implicit in'his role. He does not directlp service organi-
zational objectives throughout his career but is Just a
single strand in a web of speciafized depa}tments.' It is
then'reasonable to assumeﬁfhat sooner or later‘the worker
would lose-sight of(the goal of‘the organization and would
‘before concerned with the rules and regulations governing‘
his particular position. The goal would then cease. to be
anything more than an abstraction and the client an object
fwhich must meet Specific requirements in or&er to facilitate

the workers . existence. Whether the bject does in fact meet

these specifications is immateri'l to the‘worker‘gprvit is
usually juSt a means of deciding zo which other‘department
ic will be referred Specialization also lowers the cost of
running an organization for the lowest paid and many of the
less- trainedbworkers spend the most time with the client on :
"a face to face basis, the directives comiug from the more
\iaigialized and higher -paid vorkers. |
These two characteristics of rationality and

specialization tend to divorce the worker from the ultimate
purpose of the‘org?nization. Qhe rationale»of the.technical

o
i
i

- ' ‘ | . : " -
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and -social organization is comprehended fully only by a few
" people at the-top, if indeed by anyone at all. The stress
of this dichotomy is unequally distributed among empléyees
because the nature of an organization affects.the ability to
wrest .a sense of.purpose from his work: Working in a small =
service organization may)enable‘the worker to see the
Telationship of his contributiOn to the whole; ‘eam work may
’increase meaningfulness,-but even_herebthe client is usually
taken out of the teams' hands Jefore any interpersonal
relationships have become mead?igful

Even in ‘the upper levels, considerable imaéinatipn is
required to feel a personal relationship with *and to derive”
'Ja sense of value from the $art played by the specialist in
the coordinatiOn of his perceived function in rendering the
‘service which the organiZatiOn espOusea

| Desired outcomes to be considered here are- similar

to.those Pointed out ‘in  the previous section on size but
with more direct emphasis onn knowledge of the organization
as a whole and the importance of tﬁj various parts within
it, The personal disincentives due to rationality and
specialization are based upon communications within the
oxganization.; For example, programs based upon monetary
incentives to‘the employe;'would not, in this area be of

any lasting worth ~and w0u1d not have any effect on the

lbureaucratic root of the problem.
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: A \ N
v, IMPERSONALITY

The efficiency of the organization will suffer if
emotions ‘or personal’ considerations influence adminietrative‘
decisions. Thus, organizations promote impersonal relation—

gships by ekcluding from-thevadministrative hierarchy those
interpersonal relationships that are claracterized by

emotional attachments and also by socia izing this value

.into the individual worker,
"... the more bureaucracy ‘'depersonalizes’
itself, the more completely it succeeds in
acrieving the exclusion of love, hatred, and
every . purely personal, especially irrational
"and incalculable, feeling from the execution -
of official tasks., Modern Capitalism. requires
for its sustaining external apparatus the -
emotionally detached, and hence rigorously
'professional’ expert :

\fhis impersonality leads the organizaﬁ§on to take ‘an
"iinstrumental .and manipulative &iew of man. Within a service 

organization it may feed the fires of professional dishonesty

"because of the dual role of the professional worker., On rhe
one-. hand he is- interested in helping an individual and on -

s

B *the other in helping to control that individual's behavior

vif it is contrary to.é;e expectations‘of the organization..

'This malfunction in the worker results in hfs lying to the
client r garding the purpose . of his’ interest in him. '\%iihe

-3
:-following quotation substitute the word organization for the

4OHa‘ns'Gerth and C. Wright Mills "From Max Weber,
(New York: Oxford University Press, 1951), p. 216
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word 6ommunityu v N

o
\‘«

"When the community's needs conflict with the . '\\\\\;
adolescent's needs, it is the community that
must be obeyed and decisions are not always
made entirely in the patient's interest."4l

This contradiction in the purpose of the organization aﬂd._-

- worker and the impersonality‘which surrounds their

activities is a barrier which cannot easily be:bggeched,
There is a 1evei of impersonaii;y Qitﬁin_an
Qorganiza;ion'which should promote efficienéy without
alienating the membef of an orgéﬁization. ‘Motivationgl
incentives might péfhéps be"directed.toward status
coﬁéidéraﬁidﬁs consisging of many'f;ctdrs (not striét1y 
monétary) such  as rank, expertise, tecéé;;tipﬁ ahd estéem:'
,gccérdedjhim By releﬁént otheré;# Iﬁ-fhié way impérsonalify

might be used more effectively in fogtering cohesiveness

" . and debeioping cooperation toward a similar value set and a .

mofé compatible goal orientation. !
V. HIERARCHY OF AUTHORITY
A high degree of specialization creates thé need for

a complex system oflcoopdiné:ion- The head of a lérgé

: organiiation cannot be in direct contact with all the

employees at all tiwes. Therefore, responsibility is -

_ 14luhlleck, "The,ImpactAof ProfesaionaliDishbneaty on
Behavior of Disturbed Adolescents," in Stratton and Terry,
Prevention of Delinquency (New York: The MacMillan Company,

© 1968), p. 139. .
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exerciaed’through a hierarchy of authPrity”which furnishes

lines of communication between top management and every

worker for obtaining and submirting informapion on operations'

and transmitting operating directives. Organizations vary

in théjextenp to which members are assigned tasks and then

provided the freedom to_impiement them without interruption
from superiors -- this is the delegation of hierarehy of

authority; There is also variance in the degree to which

'staff_meﬁbersvparticipate in setting the goals and policies

~of the entirefqrganiza;ion -—- this is\ the degree of

~participation in d;ciSion—making.‘_These two concepts are'

aspects of cencralizztion -- the locus of authority to make
decisions affecting the organization. Another. concept which

.varies with organizations is formalization ~-- the offic1al

procedures which prescribe the appropriate ‘reactions to

~recurrent situations and furnish established guides for

decision-making."

A look atftﬁq relevant studies dealing with hospitals
- ()
anﬁ welfare agencies is appropfiate at this point.

'Pearlinl‘2 has examined alrenation deriving from the

authoritypstructure of a large hospital. He defined

. Lk ‘
.alienation 'as "a feeling of powerlessness over one's own

affairs -- a semse that ‘the things that importantly affect

2Leonard J. Pearlin, "Alienation from Work: A Studyv
of Nuraing Personnel," American Sociological Review 27

.

" (November, 1963), pp.,315 326.
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one's activities and work are outside his cqntrol né3

‘He found that alienation was most exacerbated under
conditions that minimize interacthon between superordinates
and subordinates and -consequently that reduce the oppor-
tunities for the latter to influence informally the former.
This 1is reflected in his findings that intense alienation
is most Ilikely to OCCur (1) where authority figures and: I..-tﬁﬁ
,their subjects stand in relations of great positional |
disparity, (2) where authority’is communicated in such a‘way -
‘as to prevent or discourage exchange, and (3) where'the -
.superordinate exercises his authority in relative absentia >
- He further discovered that neither positional diSparity nor
the preemptory exercise of authority was’ alienative for m.f d ¥

workers who have .an obeisant regard for the honorific aspect

of status. ' - !

Aiken'and-Hage,44 in their comparativevanalysis of' bﬁfrf
social_welfare agencies measured alienation from work in . - ¢

Lterms of work dissatisfaction and alienation from expvessfve

relations in terms of satisfaction with supervicors and "

fellow workers. They hypothesized bhat the degrce of S

alienation from work and from fellou workers would be greaterv
v oL

31b1d., p. 316. e A | L

44Hichae1 Aiken and Jerald Hage "Organizational

.Alienation: A Comparative Analysis," American Sociological 8 ?Q
Review 31 (June 1966), pp. 497-507. . B

N
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invhighly centralized organizations than in decentralized
ones. They found that in organizations that rely,heavily on

~hierarchical arrangements, alienation from both mork and |
expressive relations-is found. They explain this result by
noting that a strict hierarchy of authority reduces the”
opportunities for communication among the members of an
organization; the consequences of»reduced_communication is
alienation,from fellow QOrkers. Alienation from work is the

- » :

icggsequence of little participation or influence in-agency-
mide'gecisions, 'Thus, a high degree of centralization as
,measured hy participation»in organization-wide‘decisions and
degree’of control over assigned.tasks is related . to the

-prqsence of work alienation and disenchantment with

expressive-relations; especilally with superordinates.

A high degree of formalization implies not only the

Xfpreponderance of rules defining jobs and specifying what 1is

~

to be’ done, but ‘also the enforcement of those rules Aiken

fion). Results -showed that there. was great dissatisfaction,

RN

.ngork in those organizations in- which jobs are rigidly
i oe! ,'r

structured (high job codification), however _while rigidity

“%, .
may. lead to strong feelings of work dissatisfaction, it does

[ "tm_. .
not appe%r to- haVe SUChQQ;d$13terious impact on social
2N
'relations in,the organiz . Organizations in which rules

RERN
Q% P
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are strictly .enforced have high degrees of both work
alienation a d_alienation from expressive relations.

"There ationship between rule observation and
alienatign from expressive relation is slightly
greater tRan with alienation from work,
-suggesting\that. disruptions ‘in social relations
may be more\likely to occur under conditions of
highly structured jobs. "45

)
'
B )

VI. BUREAUCRATIZATI AND INCENTIVES 'qu.

A, ”Organizational Effects .on Glient and Worker
" The large organizat on may‘dot offer service for the
well-being of the c¢lient! but for the continuance of ‘and the

r .
rationale for its existence. ‘The important criteria

r

become the work -out-put, the number of clientsserviced the

r

expansion of its facilities and its’ quest for more financial
resources in order to pay higher wages; employ more people
and expand'its territory. As.the organdzation acquires more
power its responsiveness to the client diminishes in
proportion. | » : _ ,b. ';

The process of bureaucratization_in'a.large‘organi-,_

- - T ’ .

zation should be»anfasset'to the client}Q'ln actual practice
thisbisinot.alwa&sbthe case, The loss of intra;uf
organizational contact may have a detrimental effect on‘both}

the worker and the client ‘The special circumstances

surrounding a client are secondary unless they can be

431b14., p. 504.
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processed through one ofAthe formal channels. The pro-
fessional worker may not see the client who feels there‘are
extenuating circumstances surrounding his or her case unless
'the file comes into his possession through the established
channels of communication. . 1In many cases this does not
happen as the‘less skilled ad the\lower paid are the
workers who' decide why and yhere in the organization theg
client will be sent. Because of the dominance of the
bureaucratic characteristics of rationality and speciali—
zation, impersonality, and hierarchy of authority,the-
‘client's need may be minimized in‘fayor of organizational

rpand worker efficiency.

ttive Formulation

R oy : . o :
It is not possible to suggest an alternate structure

-for organizations which would not affect countless other

;\3,

agencies \and institutions in society. ,There is much
regsearch to be done in this area before any maJor changes
are implemented; however 4it may be possible to reduce the
negative effeﬁzs of bureaucratization by modifying the
stru-tural characteristics within,the organization. Q;_%
When an: organization reaches what is considered to
be its maximum size,; a new organization (or department
therein) could be established, relatively autonomous, to
perform its serVice'in‘an efficient'manner.~ Whether the

tasks to be performed are rOutine and can be bureaucratized

Oor non-routine and organized profe551onally (on the basgis of

-



professionally trained &orkers), some level of bureau--
. o [
cratization is essential'for administrative efficiency. The

ioriginal organization could be decentralized rather)than
lw.(J iy

expanded to encompass a gr%gter workload
It is in this contex;mof an*autonomous organization

that bureadcratic characteri§§ics could be controlled in
RS

. their 1mplementat10n, thereby counterveiLing the problems‘
of its insensitivity to thé needs of worker and client

alike. The,contacthvetween members could be on a more
. ) N - . .
personal level in a smaller organization , thus simplifying

. A'/
" communication and'cooperationf\\E;VEn

Y

in- communication and cooperation it may be gaid that

(potential increase

structural change has served as an incentive factor.

Further to considering the effects of bureaucragi-‘
zation in- the formulation of incentive programs, the
professional conponent of service organizations should be,
.examined,. The - very nature of services provided by health

" care organizations_requir's~the input ofwdiverse prdfessionsﬁ

Chapter 4 will review actnal hospital incentive programs,

.-and Chapter 5. will examine the _potential effect of

incentive programs on the behavior of the professional

w1thin the service organization .



CHAPTER 4

HOSPITAL INCENTIVE SYSTEMS_‘

I. INTRODUCTION - , ‘
In. this chapter, an examination of hospitals which
have implemented different types of incentive plans will be

undertaken.- These hospitals have been selected based on

&

the availability of documentation .and on personal knOwledge_
of the systems : The,plans will be.diSCussed in the.eontext
of benefits (previously noted in Chapters 2 and 3) and |
technical ‘problems which can be directly related to the
content of these programs.v. S 5 | ‘

[

1. . MEMORIAL HOSPITAL OF LONG BEACH N

The Wemorial Hospital contaﬁped 444 beds and employed
1100 people. - This hospital implemented an incentive program
. ‘
based on a taotal organizatiOnal framework ‘_Productivity,
.contributgbns are based on the empioyee being motivated to:’
1. _work smarter ‘not harder ‘ ‘
2. save on materials and equipment : r

]

© 3. cooperate with ‘one another to achievesgroup

46J J. Jehring, Increasip&_?roductivity in Hospitals:
- A Case Study of the Incéntive rogram at: Memorial Hospital

. of Long Beach (Madison, Wisconsin: Center for the. Study of
'Productivity Motivation,}1966), P. 4. : S

: SN
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" Incentive plans should result in the following:

1. The employee~hould be better off financially,
( : :
2; The patients would receive lower costs and/or

-0

better service

'3.~ The hospital would be able 'to pay for better

housing and equipmeut.47

-~

‘This hospital did appear to reach these objectives, but

l

whether or not it is the effect of the incentive program is
questlonablé .The planwwhich was implemented wasvthe
Memorial Employees Retirgment IncentLye Trust (MERIT plan)

This was a savings- sharing plan, the sharing based on

J

budgetary gains as a proxy . for a measurement of efficiency.v
The MERIT formula for a per ormance base was

Cflculated by taking the total operating revenue for a

.

three year base and dividing th® average into the céntroll-

able costs for the same period. 48 This was converted into

'an efficiency" percentage which was compared to that of the.
‘current year The employer 8 contribution then equalled the
product of the total payroll for the year by the efficiency

_improvement percentage, This formula appears crude and open

3

to‘misinterpretatiOn...Limitations of hospital liability

“T1b1a., p. s.

»e ; 48This averaging procesé was eventually ‘pegged in favor
“of .a satisfactory base chosen by management as it was

realized that the averaging process would net the employee
less and less each year, Ibid., p. 43, .

»



were slsobimposed; »

1. A floor of no less than 1% of payroll and a
ceiling of no more than 5% of ‘the payroll was placed on the
contributions of the hospital,

2.‘,The hospital’s contribution could not'exceed“SOZ
of employer's net operating gain before allocation of
expenses to the MERIT fund,

| "3{r It could‘not exceed 15% of the annual compen-
sation of all participsting employees.

-The‘hospital's contribution iS-divided among ail
A participsnts in a ratio of'their earnings’to‘tne total
feernings.of sli narticipants;, The fund is-paid into the
rtrust and is invested bv the trustqes'with tbe guidance of

the administrative committee.’vPaymenttis made from the
o 49 SR
/izr

This, in essencg, 13 the MERIT plan. It is based on’”

trust fund at severanCe, death or retirement.

,payroll deductions of the employee on a volunteer ba31s and-
not all "employees choose to join, How the overall'
efficiency in the hospital was duelto this plan, is not made
clear, The plan is simply a retirement savings plan.with an
'»econoﬁic,incentive to increase individual returns at a future
date,: Msny.organizations have similar‘and better osying,'
-plans, but it is seldom suggested that they change T

individual behavior patterns. They dogoffer added security

4 : . o . B Ky

- “1b1d., pp. 9-10.
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éﬁ r\
for those who have no intention of leaving their job and
they are an incentive to reducing job turnover50 but there
is no evidence in this study that any other accomplishments
are due to the plan. ' The MERIT plan has-some serious‘
defects even .as a savings incentive, First of all,‘thev

contributions of the employees are deducted from their wages

and invested in the trust fund The hospital adds a

contribution to these individual amounts based only on a
percentage of a2 percentage saving directly due to the
Hemployees efforts and based upon management criteria of

'controllable costs.s1

If the employee leaves the fund
_before the retirement age of sixty five, only his portion of
the contribution is returned plus any earnings of the fund
~.based on that figure. This is a net figure after the
deductlons of trust administration payouts to other_.
employees and other " miscellaneous" expenses;‘ This "benefit"
-only applies‘to employees wvi~h a vested share ‘The meaning

of‘this term ' vested" according to the MERIT plan is "After

two full years of participation in MERIT yOur vested share

i

50Ibid., PP. 74-75. This only held true in certain”
categories,)the turnover for the hospital in’ general did not
show a significant difference. :

51The controllable costs are not s ated nor are the
criteria for their selection. It is questionable whether
‘this is, in fact, possible. "So do not expect to obtain a
crystal- c1 ar concept of a controllable cost. Such a concept
does not exlist, except in the abstract. From, C.T. Horngren,
Accounting for Management Control 2nd,edition (New Jersey: ‘
Prentice-Hall, Inc., 1970), 328, ' ’
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or your sMhare of the hospital dontributions credited to your =
account would be 10Z and this would increase byvlbz each
year, At the'end_of eleven‘years yon wonld have 1002 vesting
or ownership of . all hospital contributions put into your

w52 )

account. In other words in order to receive maximum

.benefits, you would have to stay with the hospital for

wefficiency achieved b .

e

eleven years

C
Other factors must also’have a bearing @h the vt

,;, # -

this hospital Of some influence |

_would be the n€then million dollar fac+ Lity which the-

Memorial Hospital ‘moved into one year bcliore the mp&ement4

ation of the plan. Another aspect 0"some importazce:is the

-

emphasis of management techniques in conjunction with ' the

incentive program. The list of these techunques read like“

J
'

the motion of a well oiled machine which is under constant

»supervision and maintenance There 1s a general employee

increase membership. The selling points

con

indoctrination given tvice monthly to all new employees

along: with &pecial enrollment campaigns twice yearly.

Special MERIT meetings are also held in an attempt to‘

“53 for MERIT are

handed out . and followed up by 1ndividual MERIT members who

'explain the advantages of the program. A HERIT film is

also used for indoctrination. An Employee s Advisory

52

“Ibid., E?.'3Af35.
153; S ‘

“Ibid., p. 14. These dre well documented:
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Committee Plays an important role and also union cooperation.

is sought o -
(.

A working.simplification program is used in' ’
cbnjunction with the MERIThprogram in this hospitald This
'began with a training program for managers and supervisors
followed by the training of employee groups. Over six
hundred employees (both members and non-members ofiMERIT)
were trained during this‘study. _After'the training, a
vmethods engineer cgordinated a "sizeable number of projects
and ccordinators were chosen to guide and stimulate
.activities.s The work simplification is organized as follows*

1. The overall direction of the program remains in
the hands of the training director,

' at A full —time R N. has been selected and traihed to
devote full time to the program,

3;1 All major. departments have appointed a depart—
mental representative and one or more team captains. The
representatives function largely in projects of an inter—
.departmental nature. ~The team captains function largely in
problems related to their own departments,

4. The‘coordinator assumes the responsibility for

organizing inter departmental teams for providing guidance
o

_direction; and follow —up . on all projects._ She also i rects

A

the reporting and evaluation procedure of the various EEREEEN
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’ 54
projects. S
. —

What has taken place, and seems to be constantly

taking place in this hospital is the_involvement of more

'

and more employees in the process., " The management's .
superiority isg shown by the level of accountability and
responsibility censtantly being placed on the employees in
the execution of their-tasks. _Theré i@*no doubt that
efficiency is being fostered in this’ hospital " but there.is

'd0ubt that it is due to the implementation of the MERIT plan

asfan incentive program.55

The duestion of actual cost'saving‘is the finaéxu

consideration in examining the MERIT plan. The answer to

' this is unknown | Due to the accounting procedure reported
in: this study, it is imgossible to segregate the |
controllable costs which were considered in the base formula
It is also not clear whether evaluation of cost reduction
‘in. the wquer simplification program included the salaries"
of the expertise hired specifically for training, implement-
ation supervision and control The final point to be made -

bis that attempting to compam@chospitals ﬁs a questidnable

exercise due to the effect of a vsst array of uncontrollable.'

3 LN
. . S,
£

5~4Ibid «s PP. 24-2.5 .

55The conclusion that efficiency is a fact in this
hospital 1is further supported by the author's observatio
. and subsequent report after -visit to this particular =~
. hospital during the month of July, 1973,

.

=
L
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variables.

In sum, the Memorial Hospital is an efficientb
Organization the employees have received an additional
economic benefit relative to their position before the
implementation of the plan, and a multiplicity of control.
features are apparent. -Whether the plan has acted as an
incentive and whether the hospital has benefited'by its use -

Is not answered by the results of this study;

CIII, THE BAPTIST HOSPITAL PENSACOLA FLORIDA

The Baptist Hospital is an independent non—profit

‘ ‘hospital with 333 beds and an average of 602 full-time

equivalent employees. "This hospital implemented a group—
type incentive plan to aid in the reduction of man- hours and
‘supply costs and to increase the voluntary involvement of
all participants.56.

The program implemented was similar to that of the
Memorial Hospital previously discussed only based at the
jdepartment level A retirement savinga plan had been‘
implemented previous ‘to this sub- system incentive program

‘but had not proven to be effective in increasing motivation

to work more efficiently. The incentive plan was originally

'56J J. JehrinQ; The Use of Subsystem. Incentives in

Hospitals. A Case Studz of the Incentive. Program at Baptist °
Hospital, Pensacola, Florida Madison, Wisconsin: Center

for the Study of Productivity Motivation, 1968), p. 1.
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installed in the Laundry department but was rapidly expanded
to other departments as the initial success was noted. It
is important to consider that this hospital_was performing
above the‘nationallstandards before tne incentive scheme was
operationalized. “"Thus at Baptist Hospital it was not a
matter of turning an inefficient operation into an efficient
one, but rather improving even more on the performance of

an already efficient organization 7 The factors used to

develop the departmental incentive formulas were:
[}

¢ 1. man-hours worked,

2, actual cost of supplies consumed,
3. .units’produced. - o .
Based on these factors.the_followinglnorms wefe established:
l; -Cost perlunit of'activity produced,
.2;"Gross orinet profit on operation,
’3;. Percentage relationship*between the tactors > 8
Positive gains seem to have beenbaccomplished in a
few of the departments involved in the experiment althougn
the results are based on short term analysis., The depart-
ments of Laundry, Medical Records and Laboratory were the
three mentioned ‘in the regirt.sg’ The results of the s tudy

ot

>T1v14d., p. 53.
>81bid., p. 2.
>91bid., p. S53.
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‘are as'followszso

1. It is possible to design subsystem incentives
for hospitals which will result in increased productivity,‘
“2. Using subsystem incentives it is possible to
raise wages vithout.raising_costs, |
| 3. Subsystem incentives are easier tovapply in some
departments than in others |
S 4. The- nursing departments Pose some special problems
in applying subsystem incentive planms,
5. Subsystem incentive programs tend to make
%
hospital employees more receptive to methods improvements‘
j6. It is ‘more difficult and takes experimentation to
de31gn departmental formulas vhich will give comparable
rewards for comparable performance to. individuals in the
.different departments. As more experience is obtained in a
~variety of bospitals? this may be solved; |
‘7. The subsystem formulas shouldlbe designedfto.meet

special needs of each hoSpital,

8. Too'great a difference in productivity shares
paid between departments can result in poor inter-

departmental cooperation,

9. Little incentive will result from a total
systems incentive such as the Baptist Incentive Retirement

'Trust unless a definite program 13 instituted which makes

60___1bid.- s P. 70, b
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effeﬁtive use of the motivationél'thentials in the~plan.

It wou1§ seem that the subgystem‘grqup ihcentives
plan is also fraught with ﬁany.problems.'iNo attempt will be
made to evaluate the formulatiﬁn of sténdaras:or meaéurement
.of‘change utilized,;although the same qﬁestions that wefé

considered in régard to the Memorial Hospital study would

61 ’

. apply} it w0u}d be more‘meaningful to the reader if a

,foliov—up.ovgr time were included to observe‘changés which

may havevqltihately resulted 9e.;o‘the program. This

. - T o
study ends with the comment that good management practices
. » : . . ) ’ L oTER

are imperative to incentive schemes and also avoids ¥
problem of the allocation of control and'supervisiqn 

- as controllable in incentive formulatio%.

Iv. THE GREATER NIAGARA GENERAL :
HOSPITAL, NIAGARA FALLS, ONTARIO

fhe Greater NiégargGeﬁéral Hospital is élélﬁ bed
comﬁunity génerallhospiyal in Canada. Thié hospital
developed an incentive'schemé,.s;milqr-in nature to¢thét of
éhe Eaptis; HospiFél, based on a depértmént‘of gréd;—type

plan. The results of this“idcentive program after oné,year's

T, 6;The compafisbn of one person's efforts in executing
- a specific.task with that of ahother person's in executing a
different task is like the futility of comparing apples '

with oranges. 7;, o o ' :
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operation is now offered for consideration.G_2
.The basigjpurposes of the departmental incentive
scheme used in this hospital were cost . reduction, quality
improvements; anz more effective general hospital depart—
ments. Specific goals of - achievement are as fod.low5'63
. 1. .To share the benefits of. improved productivity

Vs
with all employees who ‘make it possible

23 To involve every employee to the fullest extent

¥le in the eperation of the hospital

3. To encourage employees to think about how - the

ospital may be made more effdcient kand howrthe quality of
wlent care may be continually ilmproved,. » x; ‘
'@3 T 7‘ 4. To CQntain-costs to the,maximum'extent possible,
while ensuringithe maintenance of a high standard of patient
care, _ i |
' o ' o j -
5. To make the hospital a "thriving" .and "dynamic"
institution, rather than,simply a "good,vaverage".hospital.
The basic principles of.the incentive plans‘are'
similar to those of- both the Memorial and Baptist HJspitals
consisting of a fair base; reasonable reward to employees

over controllable items- scaled reward based on productivity/

iﬁcrease; and a fixed formula to be changed only by mutual

62These results are taken from: ' The Greater Niagara
‘General Hospital (GNGH), Productivity Incentive's Report-‘
- One Year s Results (February 8 1971). '

631b1d., p. 2. B o 2
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agreement. Three departments were included in the initial
program,.Radiology, Laundry, and the Operating Room. The
results and probleme which occurred are offered, based on
the GNGH report. |

The,Radiology departmentdwae‘the first.participator;
in the.program initiated in the fall of 1969;~ The results
seemed positive and the full‘time staff received a payment
of $455 70 per employee for the calendar year 1970. This
was made up of $344 89 salary savings and $llO 81 supply

sav1ngs The problems experienced were:

1. Staffﬁ%hv ﬂvement: The staff‘of the department
.involved must be fully knowledgeable of the program.
‘_Furthermore, they must be aware of the changes that are
necessarily made during the course of the program

.2; Evaluation and follow-up: In any‘}ncentive_
program, continual evaluationhis imperative. ;This‘follové’
up time is very~time coneuming,bbutiis eesential if the
program is to function effectively; 1 |

3. Quality: This is one of the most impoftant
'aspects of the‘program.' Quality must remain paramount
There fs little point in reducing dollar costs at the
expense of quality. Experience has shown that quality will
actually improve with productivity gain

4, Productivity and the budget: Although the‘

program is not based upon .the departmental budget this

baspect cannot be ignored In future, however, the budget’f
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v

will, o% course, be more closely tied to productivity

, . . . .
experience, 7 : o '

5. Complexity: This!is probablydiZe most important
y

problem to be faced. The program is ver omplicated with

the result that it could be somewhat difficuft to under—'
stand. This .occurs primarily because of the unit value
dapproach 64 | .
The secondgparticipant was the‘Laundry departmeﬁk.'
which became involved in March,11970, The results were
“also positive in terms of monetary payments to employees.
'~ The annual payout per® employee was $421. 96 based on salary
savings as no supply savings were accomplished The
.problems were similar to those of the Radiology department»
At
The Operating Room became the third participant on
October 12 f1970 The results and problems dre not
discussed because of the short time that this department uas
involved in the program.v It is.noted that "Morale in the
department is high and tnere appears to be a conscientious
effort being made toward greater effectiveness "6$ |

In general in all three departmentsvan increase in

productivity was noted but there wag no total cost reduction:

64Ibid . PP. 9~ 10 Here again is the problem of

' comparing individual e@ToE§s (see footnote 61)
651p14. , p.'lﬁ.



N}

5

in terms of hudget.analysis.é6 At this point the E.S.P.

(Emplovee Savings Program) was introduced along with a

.Suggestibns ?rogram. The E.S.P, program is a total hospital

‘ incentive program similar to that of the Memorial Hospltal

"but based on cash payments.twice yearly as opposed. to

investing the sum in a trust fund It was "initiated along

with the department incentive program, not in place of,

- %

The report ends on an enthusiastic note praising the idea of

group plans and looking forward to greater results fov Lhe
coming year.
Following the general format of thiscsection, one

should comment on some of the problems which may occur in

,this incentive program ‘over ar extended period‘of time --

the underlying rationale'based on the purpose of this

paper.67' Fortunately, the91972 Budget Report of the GNGH

has done . this task - for me.68

<"The three departmental programs in X-ray,
Laundry, and Operating Room continued to

~operate in 1971, but it is planned to . phase
them out into the general overall plan

%;; 'effective January 1lst;, 1972. The experience

66Ibid.», P. 15,

67The purpose of this paper being the hypothesis that'
offering benefits without applying burdens for non-

. achievement may negate the use of incentives as feasible or

positive organizational tools.

68'rhe Greater NiaganiGeneral Hospital Fifth Annual ¢
Report to the Ontario Hospital Services* Commission on 'The
1972 Budget ! (November 19, 1971)




48

to-date this year has led us to have very real
doubts -about the operational effectiveness of
departmental plans in contrast to the overall
program, although, percentage gains in product-
~ivity, based on a unitrcost formula, can occur.,
We have reluctantly come’ to the conclusion that
departmental plans. are: :

- exceedingly complex to administer.

- very time-consuming to operate,

~ do not achieve dollar savings, in

~ fact, they can cost money.,

~ do not appear to have’ significant

employee motivational value.

]

V.  SUMMATION

It is interesting to note that the failure of theﬁi
. - A ‘ . ST

~group-type hospitallplan-was not evaluated in terms of Eﬁl'
it failed~ but what it had not accomplished. As in'previous
works on incentive formulatlon this Zuestion sesgs to be
avoided and new schemes adopted to supplement the old Ihe
problem with this’ approach is that  the same-variables are
considered over and over again with the same- ultimate

result of abandonment or at best a change in‘the oiiginal
purpose of the plan. The GNGH also seems to be following
this road as can be seen in their budget submission to
continue and further develop the E.S.P, program.70

Although different in nature, all three programs

u >

£ : ” :
seem‘to have encountered similar difficulties. There was a
) :
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la¢ck of spructural‘maleability which resulted in large scale
program isolation., The behavioral aspeéts of indiiidual and

group participation. were ignored, leading to program
19 ' .

diéinterest; and the technical problems of a fair, constant

base and'judgemgntal criteria of individual efforts (based:
on the unitIValue system) leading to behavioral dysfunctions,

were not reconciled. . Io all three programs the phxsician

2

“was not included. Integratiod of these aspects 1s a

necessgity for any incentive plan to achieve maximum results,

o

The‘common indicators'of relative success within these

programs appear to be superior management, ample control

"features., and'thé~perceived distance of rewards to indivi-

vELa

dual employee actions.’



CHAPTER 5

PHYSICIANS AND INCENTIVES FOR CONTROLLING
> ‘ THE COST OF HEALTH CARE

1. - INTRODUCTION

Professional staff in hospitals, namely physicians,
.~ luence or control expenditures in the practice of their
profession. - Formal accountability for expenditures is
'difficult to apply to the physician within the present’.
reimbursement_system as respon31bility»for the costs of
health care are not related to the responsibility for advice
.and supply of that care.

... medical tradition emphasizes giving the

best care that is technically possible; the .
~only legitimate and explicitly recognized71
.constraint is the constraint of the art."

attempt made to relate the benefits of the

"best care" to the cost§/72 Thc physician has no need for a

cost orientation as thg'pxisting reimbursement system does

.There is little“

not prov1de any 1ncent1ve fom their consideration. The

'pthird party system has removed the patient 8 direct

4

responsibility” to pay and therefore the physician's,consid—

%

71Victor R. Fuchs (ed.), Essays in the Economics of,h
Health and Medical Care . (New York._“dational Bureau of '
Economic Research, 1972), p. 66. - .+ .~ ' :

721b1d.
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eration of payment in suggesting alternative means of

'

treatment. When the physician orders various services for

his client (1.e., length of hospitalization, level of

vrequired care, pathology, radiology and drugs), the order is,

made on the environmental characteristics of the facility
and the patient's condition, in terms of the physician s
- choftce. The price factor of-utilization‘rarely plays«a
‘part in.his decision. B

Ezpenditures in the health.care field-without,the

‘use of. cost-benefit, cost-effectiveness or even least-cost

analysis are made routinely. This ar_.ses due to the ‘ 3

.ambiguity of measurement of health tere benefits-and'the

absence of reliable mechanisms whic. link utilization of :§£

facilities to their costs. This chapter will deal vith two»
fundamental questions regarding the. applicability of

incentives for the purpose of making professional behavior

- in the service organization cost—sensitive? S
| o X . , " oo

1. Wh:t incentives can be offered to further the )
. : P

interest of .the medical profession in the. cost control of

utilization?

2. What incentives &1 . he implemented to4encourage

‘the use of para-professionals by medical" practitioners’

" b4 -

In order to fully explore these questions,-a brief summary“

e n

of aome of the more commqn reimbursement systems will be

noted. Elementa vhich may be of value in considering

-_changes in our system will be examined along with proposedif

. ~£= .
e

7T
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effects on the medical profession. The Kaiser- -Permanente

Health Plan payment me thod will then be examined. This plan'

has received international interest by those looking for
incentive - schemes to deal vith medical care cost.
‘ 73

:escalation. \Finally, structural changes in the reimburse—

-nent;system to provide 1ncentives for least'cost utilization
_of,services will be offered for consideration. }hese___
‘suggestions alleviate probbems noted in the’ previ%us
'examination of hospital incentive systems.

4

S TI. _'TRADITIONAL REIMBURSEMENT\SYSTEMS

A, . ‘Fee for Service'ﬁ

f In Canada physicians are mainly reimbursed on the -

',fee for service basis.} The fee for service structure is

‘a

-payment for each medical procedure - The payment is made by

the third party. (the provincial medical care insurance plan)

A

"direcyLy to the physician. The patient usually‘pays the

L.doctor nothing, although overbilling practices for certain
' .4«4 :

ﬁ;procedures are .not uncommon between physician and patient
In some provinces the physician bills the patient directly

vand the third party pays the patient rather than the

Y 7

¥

‘ . 739 WWilliams,,Kaiser Permanente Health Plan: Why It
WOrks (Gakland. Kaiser F0undation, 1971)

i
o
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'physician.?é : ' o >

The effect of the physician on - the total health care
dollar is significant. 75 In 1971, out of a total,expendi-
ture on personal health care in Canada of $5,109,519,000.00,
physicians',serviees amounted‘to $1,236,182;000.00. This
does not include the’hOSpital costs nor the cost of drugs
incurred by’doctorS'in purchasing these services fOr their
clients f Hospital expenditures for the same period were‘

$3,152,007, OOO 00 and drug costs gere $422,494 000 00. 76 If

the portion of these costs-which are controlled by the

physician were added to the fee for service payments it is

not unlikely that the proportion of the personal health caré

"y w o A

‘dollar spent directly influenced byxthe physician, would -

account for the majority of total‘expendituresvin,the’health

- r

: care field.

B. Salary'
J-"Salary ig a: fixed amount of money scaled
according to the rank of the job and(éfid
. . g o .-“ .
é&h‘

74For provincial differences in fee collectloﬁé,seef
t

. Health and Welfare Canada, Annual Report of the Min er of
National Health and Welfare respecting operations of the
‘Medical Care Act fO{ the fiscal year €nding March 31, 1972;

5For a discussion of secondary demand for services
created by the physician see! J.)R: Griﬁfeth Quantitative
Techniques for Hospital Planning and Control (Toronto: D.C.
- Heath and Company, 1972) . .

x

_ 76Health and Welfare Canada, Expenditures on Personal
" Health Care in Canada, 1960-1971, p. 5.
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according to the time the doctor gives.
Patients usually pay the doctor nothing. Some
arrangements allow the doctor to collect fees
from the third party, in additiom to . the
salary given’ for basic care."’

Salary does not account for a large: proportion. of

payment to the medical profession in Canada, although the
[

- new emphasis on Community Clinics and Ambulatory Care is'

starting to attract more physicians on a salary basis. 1In

the general—acute hospital, physicians on salary account forgyﬁh

o5

a very small percentage of total practising physicians.
Medical personnel on staff account for 2. 1Z of the total
,labour force employed by general —-acute hospitals.78 These

phy51c1ans are subject to most of the bureaucratic and

budget@ry controls as are other employees and are not to -he

4 'g)a{‘ s ADo b),'.-‘" 5_\14 X ! Ltgi
considered in this paper as constitutingW he same p?dblen?@ 0
e - N A b 'GDQ%“’ i
~w1rhin the framework of the geﬁe&&d acube hospftal as do L f
,353v&‘;~ B %?
the fee for service practitioners. ' S R s

C. Capitation

Capitation.is'different than salary in that it is a.
based on a fixed annual payment for each person on a list gf i
PR TN

pat nts regularly assigned to a physician.f The phyéidian'

- 1s responsible for the care and treatment of those patients
(. X R

77W A. Glaser, Paying the Doctor (Baltimore°- The John.
Hopkins Press, 1970), P. 25, , '

78Health and. Welfare Canada Bospital Insurance and Lo
' iagnostic Services (Annual Report 1971 72) o '
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Aassigned‘to him and receives payment whether or not he sees
the individual patient If an individual patient has many
medical problems the total fee still remains the same,
Third party payment is most usual and the patient does not
pay the practitioner on a direct basis.

| CapitatiOn in its standard form allows for greater
continuity of care between doctor ‘and patient, “but: does not

provide for incentives to increase workload or provide a

better quality of care, ‘General.practitioners are more
‘Prone to'transferring patients'to thebcare»of specialists in -
the event of medical problems which are time consuming or
involve increased effort This reinfordes the differences
‘in task orientation between specialist and general physician
iby removing monetary incentives to promote the m;e of
different or new procedures. This system has worked best
vwhere the gap (both in work and status) between ‘the
specialist who works out of a hospital and the general
-practitioner based in private practice » 1s great' and where.
:the general practitioner does not seek to become a-
speCialist;79p Capit&tion tends to conservative orientation
land does not,din standard form, offer incenti&es to move.

from a treatment to a preventive outlook.
o . .

. ' » « &
79In Germany, this phenomenon resulted in a push to
abandon the capitation method and in England it resulted in

revisions resembling payments. to specialists.



D. Case Payments

Case payments are relatifely rare and are fixed sum "

. ¢} .
‘pPayments per patient treated. ' The payments are not itemized
) T H ‘

by;procedure and totalled as in fee for service, nor are
Payments made on the basis of a list whether the pa;ient is
seen Or not. Where this system is dﬁed it is in cénjunction

‘ % .
with the third party, service benefits methods.

-~

E. Summation _
<_——__‘ N : v, \

.These réimburéement systems do not, - in their
traditional forms, attempt to match)physician spending to

the cost of 'hospital operations. In other words, there is"

s

s _ Yoo » : .
no physician accountability for cost generation within the

hospital. The fee for service and}ﬁaée_methods tend to
encourige over—utilization of fa;ilitiesé while the salary.
and éépitation‘methods dc not contain anyjmechaﬁisms for

N

utilization control.

III. KAISER-PERMANENTE HEALTH PLAN
"The Kaiser Foundation Medical CaieﬂPrOgtam, s
it -is called in its totality, represents an',ifw§n o :
~ fndustrial, social and> L, s

, ks 3» o

~amalgam of professional, _ al
economic methods of solving the problems:of : .
Préviding primary and specialiged'medic%} and _ T
hospital services of approved quality at :!980 . '
reasonable costs to large masses of ééople:“ g
The Qrganization‘bf.Kaiser;Permanente (K/PS”may be visual-
) B . B ca . P : ) . .
\
N

Williams, op. cit., pp. 2-3.

i3

80

ey



57

ized as a triangle with the physicians, consumers and

v hospitals at the three points and encompassing the health

‘plan.al,

Members -

/ K/P
r“Health
Plan

Medical groups' Hospitals

The members"dues pay the-expenses for the hpspitals and the
medical practitioners with surplus revenue (tax exempt)
divided equally betwaen the medical group and the expan510n
of,facilities. The plan is completely self Supportlng‘WICh
no SoWernmental subsidies or other financ1al aid.
| ‘Once_the plan is established and the initial partners
‘entrenched in their particular region or clinic within a
'regiOn, the employment'pattern of the ﬁhysician is as_
2 follows. He is first hired as a salaried physician subJectn
7to rpview and - increments for 1 to 3 years of praotice.
After this probationary period if found acceptable;,he.is:‘
elected to a partnership. At this point he is nlaced on_a

monthly draw and shares in annual profits. The practitioner

e~hhas“ne”overhead COsts.(e.g., billing) to contend with and

is guaranteed his incoge along with financial security and v

I

disability or retirement income. O,

Annual profits dependfon=ntilization.and cost'

7" ®livtd., p. 9. o
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performance of facilities. The practitioner benefits

directly from their efficient use, The practitioner also

benefits from the use of paraﬁprofessiOnals in ytilization

<

of out-patient services handled "in whole or part by nurses,

aides, technicians, phy%}cal therapists, optometrists, or

Aothers, including history*taking,,Simple examinations,

":injections, laboratory tests, x- rays electrocardiograms

phy51cal therapy, eye refractions or other procedures n82

The Kaiser .system has run into problems since the

advent of Medicare and Medicaid in the United States As

one Kaiser physician stateS'

"Slnce Medicﬁ}e and Medicaid, physicians'
incomes have risen sharply. I believe that
we have failed to keep up. ' The bulk of our
income is derived from the monthly dues of
our health plan members and can only be
increased by raising dues rates, "83

‘Ihis-adds more credence»to the fact that fee for service in

conjunctlon with an 1nsurance scheme which divorces

respon31bllity for costs from receipt of income, res%&ts in

! socially and economically undesirable situation in

distribution of the hé%lth care dollar This may be a

Problem for the Kaiser system in the American Medical

marketglace but is a great advantage in considering a
“@ _ : @

8'>21bid. , P. 34..

[
)

83H Weiner, "Organization and Responsibilities in A.
Somers (ed.), The Kaiser- ~Permanente Medical Care Program° A
Szmposium (New York: The Commonwealth Fund, 1971), p. 105.
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Kaiser-type system foriimplementation in Canada;'where the
profit’motive does not exist. The physician.in-the Kaiser
system is directly.affected by cost considerations and.is
N eticent'to consider adding additional cbsts to -
~:This‘incentive to provide service at a

ﬂie" ‘cost 1is what is needed in’ considering ‘the

>

“iimplementation of any health care plan.

¢
Some of the major economies in the Kaiser. system are

as fOllOWS'84 R

e

1. The key to efficiency appears to be in the

integration and coordination of hospital medical and other
. - . ) '
health care costs into a single community—vide?accounting

: S . ‘ (;O
system with definite control features. .

2. The elimination of unnecessary health care,

vparticularly hospitalization, thr0ugh direct co&%rols.

f ' *

L3 Kaiser hospital admissions and days of hospitali—

_zation is substantially lower than state and national rates

due .to their ¢ :—natient orientation. Their ratio of out-

patient to in4patiemﬁ in 1969 was. 45 to lv while the

o g
78

L

national rate for the same period was 4 3 to 1. o 2
In sum, Dr, Sidney Garfield the founding surgeon of
the Medical group stated '“at the economic principles of the

Kaisef organizatvon rev the usual economics of medicine:

.cit., and Somers op. cit

4These have been summarized from both Williams op.
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the doctors are better off if our subscribers stay well and

. - .

our hospitals better off if their beds are’ empty.

IV. SOME OTHER .UTILIZATION goNdeLs

There are many theories on how to controlvutilization
of health care facilities but few of*these theories, when
put into practice, have made real change in utilization
lpatterns with_regard to either.facilities or staff A good
example'of this is the stress Put on Utilization Review
Committees. In terms of the utilization of hospital
facilitieséwthe crux of the entire program isaan active,
properly functioning, staff acceptedautilization Committee n85
The problem here is obvious. How can the medical staff
_promote‘any measures which'wodld conflict with their
professional otientatibn’l Their responsibility is patient-
‘centered, not cost- centered ‘as they are not. affected by the
costs of purchasing medical care for their patients and are
paid on a fee for service. basis, Consequehtly, they are
involved in the adversary process of maximizing available
resources, |

The Canadian Council on Hospital Accreditation -

' recommends an assessment.or utilization committee meet

' '85Dr. J E. McClenahan Applying the Results of Utili-
zation Measurement," in Utilization of Hospital and Physician
Services. Proceedings of the First Conference on Utilization
in Chigago, March 2-~3, 1962 (Chicago: American Hospital
Association, 1963), p. 20, - o
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~monthly to:

: : . )
1. review the present status of the patient in the

hospitai.
2. determfne that each‘patient properly belongs
within the hospital.
3. recommend a more appropriate disposition‘of the
" patient. ‘ o ' - o d v ' : .‘V
4, aséess’new applicants for admission to -hospital.
5. report regularly, at least quafterly, to'the
medicalhstaff andﬂthe governing bodpgthrough the medical
advisory committee.86 .

The same problem of . physician control of utilization
without cost responsibility applies to the above Perhaps
the-gross mismanagement ofcutilization procedures.by a
speeific'individual‘may‘be noticed and curtaiied b} such a

’committee but general utilization patterns cannot be expected
to change through this medium. ‘The Task Force Report and the

_ Hunt»Commission both pursue the same course; The Task Force
Report recommends el that suandards be developed for the
duration of hospitalizatign for a series of conditions...

' Without the development of such norms, hospital administration

is severely handicapped in its effort to ensure rational

\-A
£ . S Tag
w

LY

. 86Canadian Council on Hospital Accreditation, Bospital
Accreditation Guide Compendium (Toronto 1967), p. 1l41.
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genuinel§ effective yse of inrpatients!'facilities:"i: The

Hunt Commission purports a more efficient(use of hospital
facilities through adnission and dischq;ge committees and

that the Manitoba Health Séfyices\Commission."éhould

-

establish guidelines with regard to acceptable length of

hoépipal stay in each diséaée‘gategory and delegate

‘responsibility for maiﬁtaining'thesenstandards to the

s - w88 : :
lhospltals., . b o

_Tﬁe;diffiCulty and the cost factors in es;ablisﬁing

standards and acceptable boundaries @;wd4sease cétegories

R

 '_,are usualf} underestimated, but, accépting the pronusifion

'that this cahAbe accompi;shed in a meaningful way, the saﬁg

problem of the ultimate‘fesﬁonsibility for any real change

being that of the medical'profebsion, operating under our

present dystem, does not, in the author's opinion ‘glve rise
. ; s ) -y ¢ h et y .

to much hope for concrete action.s9

Various systems: have been developed in differen; *.

‘ N~—-

<

- . . . : L i
87Department of National Health and Welfare, Task Force
Reports. on the.Costs of Health Services in Canada, Vaol, 2
(Ottawa: Queen's Printer for Canada, 1970), pp. 18-21,
T ' . - % - ‘ : . S
,-fﬂ,SSReport_offthe Commission of Inquiry into Hospital
- "Admissions, John M. Hunt, Chairman (Winnipeg: Queen's
/Frinter, March 1971), pp. 37-38, T

¥

"ngot some of the teéhnical‘problems in operational-"

izing standards and measurement criteria see: - L. Nestman,

A Feasibility Study into the Development of Physician , ]
Controllable Cost System by Diagnosis by Patient (University
of Alberta Hospital, 1972).. ‘ ’ -
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A
hospitals based on the same mechanisms of .utilization

’ review;go They all suffer from the same basic fault of

avolding the problem of the physician who "must be made to

have some: fiscal responsibility in making resource

"91

allocation decisions. There are'many.other methods which

have been tried in order to slow the esaalation of the costs

of health eare'services,nsome more successful than others.
o : v

:.'These'are.inportantrand valuable reas of consideration but
B skirtithe main broblem of physicianﬁresponsibility for .
utiiization dfﬂserviceS. Under‘onr present system, the
basis for incentives isijuét not'available be it profit or
_income tied motives, |

"Possibly one of the greatest deterrents to
a venturesome, dynamic, participation of
industry 1is the continuin@?notion of the.

- illegitimacy of the profit motive in

" connection with the furnishing of goods and
services in the business of health. This

- notion may in time prove to have constituted
a great ‘tragedy for the patient for it has

~considerably limited the extent to which

Y

-

0Examples of various utilization systems are:

(H.U.P.) Hospital Utilization Project in P.M. Lewds, "The
Hospital Utilization Project in Pennsylvania," MedicaI"Care7
8 (July-August, 1970), Maui system in E.G,Q. Vantilburg, .

" "How One Hospital Increased the Effectiveness of its Bed and
Service Utilization," Canadian Hospital 48 (February, 1971),
(MORU) Management Operations Research: @mit in J.S. Fair, "A . |
‘Congrete Approach to More ‘Efifective Bed Utilization," Sialie
Hospibal Administration in Canada 12 (July, 1970). -

91A Somers, Hospital Regulation The'Dilemma'of
Public Policy (Princetoa: Princeton University, 1969), p.-
5 ' RIS ; < '

sl B o



t}and legitimacy of a proposed reimbursement scheme is

. o . , .
\ , , : ,.”
3 . . P H

important national resources have been applied
to the problems ‘of health,"92 , )

/

a v
B
1

,1
Y .

v. CRITERIA FOR MEDICAL REIMBURSEHENT

vy

s Based on the abOVe sections the foLlowin& criteria

are offered for cpnsideration in invoking chang&s in the
reimbursement system , The main criteriOn is that of

1nsur1ng direct responsibility and accountability for. the

- )

‘cost of services utilization by the professional sector who

) ,v‘

finfluﬁnce the'ievel <distribution and rate of increase of

o -,

'fthése costs._lIT is only in . this:way that incentives may be~
vformulated sb that the medicaf profession may . benefit from

'the efficient and effective use of patient care facilities. '

'Acceptance by the medical profession of the fairnessy:

- ’

necessary in ﬁ?der to promote the attitude of cooperation

_4""

and concern for the co%ts of patient care, This may be

accOmplishbd by the use of incentives depending on the

. method oﬁLreimhursement chosen.

""0 -

‘sw Under a new reimbursemeéfgscheme it 1is necessary to
e E 3 ; :
d that the physician would cheive no’ less (in terms’
net" benefits) than he received before the implementation

of a new plan. This is not to say that income could not be

-

92G B. Devey,."A Model of an - Organizational Structure
for Health Service. Paper Presented at the State Qniversity
of New York Stony Brook, December 12, 1968, p.-9 (mimeo),-

’

in Somers, ibid., p. 8.
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used, as. a trade-off againgt retirement or disability

insurance, or that any other alternative forms of benefits

could be substituted for‘a‘physicians net income.

The acceptance of. cost responsibility by the cost
generators (the medical profession) also implies responsi—
bElity: for‘decision -making in those areas of service which
fall under this classification. 1f the physician is to”be
held responsible for related generated costs then it follows
that he should be resp0n51b1e for related decisions of ¢
expansion’or deletion of services and facilities in thfg
area. |

| A reimbursement system should also provide incentives-“
for the ph¥sician to work 1in group as opposed to private b
practice. In this way economies of scale and efficiency of

operations would be fostered by peer participation e .

CommunicatiOn would more likély than not lead to a higher

a .
o .

al

quality gf medical care through the availability of
)

~

b
sﬁécialists and the employment of para- medlcs for Eime ”%§

consuming and routine procedures where a. physicians skill-
) . ’

is not required This labour labour substitution w0uld

benefit (a) the physician by freeing him to utilize his

training, (b) .the para- medic by offering job opportunity,

and (c) the patient, by offering services in a more

efficient (least cost) manner.
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VI.. . SUGGESTIONS TOWARD A TOTAL HEALTH CARE SYSTEM

A. ‘Hospital'System
In trying.topsuggest the direction which a total
/health‘care.system should take, prime concerns are the

-neceSSity of built in incentives to foster efficient and

ml

"_effective use of existing facilities, and the provision of

the highest quality of patient care given the allocation of
Ilimited resources. New iQFentives both financial and
'others. are’ constantly being con51dered in the fight to

obtain maximum return in health for each dollar spent. The
present reimbursement system to physicians and to hospitals

i

does not have built -in incentives to reduce costs inbany
meaningful way. The fee for service for'physicians'and the
present,reimbursement methods Sserve as a hospital_budget‘“
mechanism for disincentives in many'respects encouraging
.quantity increases in. utilization regardless of quality or
effectiveness.  The me thod of. reimbursement for both health
care'facilities'and physicians which seems to,provide
‘mechanisms for positive inCentive utilization is'that;of

‘capitation.. )

"Per capita reimbursement is designed to
eliminate these reimbursement disincentives.
The capitation reimbursement method would $
not work against most of the activities that
‘hospitals might undertake in order tey - g
increase their effectiveness, and maﬂ% [{“
activities that would result in lo s?dfihf;
income under unit-of- service teimburseﬁen

-
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1) - “ .

would result in welcome reduction of expenses
under capitation."93 R

Say

Depending on the specific capitag}on reimbursement plan to
_be evolved, there should be no interference with the

patients freadom of choice of physician or hospital and no.
financial.risk to therhospital bé@ause oﬁ the implementation
‘;oi the plan. At worst, .the hospital would retain the

4 B

status—qno but this plan would result in incentive formul-
ation to imprbﬁe efficiency and‘effectiveness A capltation—
'reimbursement scheme may be constructed for- either/or health
care facilities and the medical practitioner. The following

mechanics and p0551b1e effects of a hospital plan are

adopted and modified from R.M. Sigmond s article ”Capitation

. 1 B
n94 5 ’ R
o (\‘ 2L

‘as a Method of Reimbursement to Hospitals in a Multihospltal
Area.
Under our system of health service registration the °
sxmplest way to. provide a base for per capita payments 1s to
assign the registrants or beneficiarles of service to the

hospital which services:that surrounding community Another

way is to allow the‘beneficiaries of,servite’to,choose the .

- 93R M. Sigkﬁhd "Capitation as .a Method of Reimburse—
ment to Hospitals in a Multihospital Area " in U.S. .
Department of Health, Education, and Welfare, Reimbursement
Incentives for Hospital and Medical'Care Objectives and
Alternatives (Washington Government Printing Office, 1968),
'Research Report No. 26, p. 49

.

Ibid., pp. 52-59.
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hospital (by questionnaire) which they w0uld prefer and
-assign the registration to that hospital.j Either way it
~would be made clear that the patient still has the choice to
use the hospital of his preference The hospital would
retain the file of its beneficiaries(which would be updated
.annually and changed as an. 1ndividua1 requested |

The hospital w0uld receive.a monthly payment based on
bthe number of. beneficiaries on. file whetner ‘treated or not;'
The per capita sum is the same.for all hospitals and isl-
fbased on actual costs incurred by the hospitals in providing

J!

'care.?sh Therefore there is no‘need for.a claim submission
‘by a. hospital for one of 1ts own service recipients . When a
"‘non—beneficiary of a hospital uses the services the billing
1s sent to the'intermediary (the Hospital Commission) and
'receivesbpayment which is deducted from the hospital at
»which the patient is registered IQtatistical reports and
costs of serV1ce‘are submitted on a regular basis for budget
review ‘ If a hospital has- received more funds (has made a
'gain) then only half that gain (or other mutually agreed
*upon sum for. all hospitals) would be returned ‘to the o '; ;

CommissiOn. Therefore, having nothing to lose and everything

to. gain by efficiency of service the effectiveness of a; »

95Special purpose hospitals would be: handled differ—fi_vfﬁ

ently with pre- determined adjustments made to account for
- services rendered. The intent here 18 to give the same.
’per capita payment - to general- acute hospitals to achieve
equitable treatment across regions._' : : :
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549al should also tend to increase by offering more
‘ neeXZd programs ‘and effective services to attract physician'

’-Zreferrals andw ublic acceptance of,the hospital as an

~—

1dentificationl,ase. This would in turn, increase its per

'capita payments. If a hospital does not cover its costs,
this may be adJusted by means of a global budget reView.
Spill overs of this system would have an influence in
‘many other areas. .Economic incentives for shorter lengths
-of stay, amhulatory care home care and transfer to extend—f
ﬁedhcare‘facilities are“all'eCOnomically feasible under this
method of reimbursement as are-programs to‘reduce'unneces—iv

‘sary utilization of serv1ces and to convert in- patient‘

fac111ties to h0use~more needed services.96

v“Iffthe'mOre‘expensive of equally effective
alternatives is selected, it is clearly a
waste of the institution's funds. Any
'vexpenditure of hospital funds that does not
-gontribute. to the health or satisfaction of
’_the—patients is also-clearly a waste of the .

instltution S funds n97 -

.

'_Coordination among hospitals may also be 1ncreased by
d;the metnod of capitatiOn. Hospitals with costly and highly

%';% specialized equ1pment will want .to. capitalize on utllizatlon

RN

fuand will seek arrangements with other hospitals for
ﬁly'referrals. The smaller hospitals without this SOphiStlcated
- Lo H o \

;o

96This implies the necessity of federal ~provincial

"cost sharing agreements for these programs.
‘g97Ibid.,wp.:55,‘ﬂ

L
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.
equipment will be willing to refer its clientele to the
larger hospital at less cost, thus avoiding duplication of
services. The large hospital w0u1d become a referral
hospital for other hospitals which would gravitate to a

community hospital orientation. ‘Hospital-patient relation-

23 .

ships under thls_system~w0uld be much closer and programs,
both preventive and-treatment would be directed at specific
population groups. This would make. program evaluation a
more feasible vehiclevand identification assessment and
con31derat10n of alternatives could be undertaken in
approachlng dellvery ano provxsion of ‘health care. This
brief discu551on should be sufficient to provide some'

1n51ght 1nto the p0551ble benefits of a capitation system of

hospltal relmbursement

B. Medical System

A capitation reimbursement plan for the medical

profession is a difficult but ultlmately beneficial system 2

O

to contemplate. Regardless of- the incentives,offered for

~efificient and effective utilization of.services, the'fee

for service basis of payment provides disincentives which 'f

counteract major possible gains. A modified capitation
scheme which would tie the physician to the generated costs

f
of service utllization would contain the- incentive necessary

to control these costs.

"The eCOnomic rationale for this approach is C
the following: 1In a non-medical market, the . Lo
consumer, in making purchases, is cognizant '
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benefits. Thus he spends his money in such
a'way as to maximize his satisfaction for any
given expenditu;e. For the medical care
market, however, a great deal of ‘technical
knowledge is required in providing the care
for a given diagnosis and even in ascertaining.
the correct diagnosis. The patient therefore
selects a physician.who knows his needs as a
patient and his resocurces and who can then

. choose th; inputs such as\hospital»care and
his own care, that :are necessary in providing
medical care for the patient. The physician
is analogous to a firm combining the inputs
for producing a final product -- in this case,

 medical care."98‘ o :

of the alternatives and of their costs and,,

The financial incentive to the medical pfofession
would Eé‘based on‘ the ﬁriteria discussed'previoUsly in‘thisi
chapter, ‘GiQen thé basic mechanics as similar to those
suggesped in the method of capitét;on for thé hospital,in
thevprevious’gection, a ' closer lookw;t;tngéntives which may

¢ .

. - . ) . ‘1'
result is offered. : f

: A
53

. _ e
The capitatiog payment to the pﬂysi%ﬁan would be

; ’ . K N . '
'bdsed on- total medical care costs tdvthefsﬂﬁ criber. -This
TR ; . . . s ) 2

b v : Yol

 'government on both medical and hospital ser$§

amount allocated to the .hospitals. Given a hosf

district, region or other predecermined geograpmﬁ

. 98P.J.\Feldstein, "A Proposal for Capitation Re im-
bursement tz/Medical Groups for Total Medical Care," in U.S.
_Department‘ f Health, Education, and Welfare, Reimbursement
Incentives for Hospital and Medical Care: Objectives and
Alt%rnatives-(Washington: Government Printing‘Office,,
1968), Research Report No. 26, p. 63, '




LS

‘payment)

J2 -

3

‘the tc 11  ayment to the hos tal plus the payment to the

,med” _al profes.ion would be t -2 fund allocation base. If
ﬂghA »usfital underspent its - location, the surplus wohid
be _.:vided between th. médffil staff in the forﬁ of bonuses,
anc : hospital in the ¢ . of fuﬁds for i?Proving services
or facilicies. T is im _.es the distribution of funds by
ﬁhe'ﬁedical g= "~ on, reéional‘medical-body, or existing

medical staff within a hospifal, based on medical critefiah

e province.k99 Three examples are -

.

and standardiz fo

offered for vlarificatfion of the systems' opéfations.

These examples are based on a total budget (per capita
f $100.00. T medical staff's share (per capita:

payment base) 1is $50.00;

‘ Exémpl;WWI: :Hospital spends $50,00 -- medical staff
. ) . A ’ .

receives $50.00. . (;///
Explanatioﬁ: The medical s;gff has receivéd its pér capitaf
guarantee and the'hospital has ,used its funds

to supply'services and maintain equipment.‘

-

Exagp&@\ﬁ%fQ‘ Hospital spends $60.00 -- medical staff

receives $S0.00;
Explanation: Theoreticaily, the mediéal staff should only

baﬁe'feceived $40.00 to balance thé total

[

pProvincial or >egional, this implies specific physician
responsibility and accountability‘for overall -health care
expenditures, ' (

o L\

At whatever level this s¥stem was 1ntrodﬁcéd, be 1t .
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<

Example #3:

=15

‘j Luh

.o

budget. But, becadse'of the per capita e
’. e.
payment guarantee tﬁey receive the full $50 0o0.

w’# 2,

This leaves thegﬁospital little qhoice but to
become more eﬁficlent very quickly. In fact,

the governmggz may force the hospital and
! l‘/ .
medical %faff to operate on $90.00 the follow—.

ing year@and advise the medical staff that
their guarantee has dropped to $45.00 until
the loss is recovered; or the hospital may'be:
forced to borrow or cut back on programs

This in turn may lead to loss of medical

support and eventually (if the hospital and

medical staff do not work together to %mprove

the situacion) loss cf public support in the .

~“form of changing their identiflcatlon base.

NS

§%his would re5ult in a lower per capita

*

Explanation:

payment and eventually the phasing out of the

hospital. i ‘ ‘ h -

"Hospital spehds $40.,.00 -~ medicai staff

receiyes $50.00, plus utilization bonus $5a06.

e .

"

Total funds»received, $55.00.

By efficient utilization and proper program

blanhing the hospical has made a pcofitf Ihe

medical stafﬁ«receives a portion of che money

and the hosﬁital.receives tﬂe balance, Withv
~_ -

this extra money the hospital may'expand
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W By ' o
- . ',‘;:_%& ,9‘ L . - . . 7 4 -
VF ; o '
services- or 1mprove eﬁﬂsting programs thereby
being able to attract more people for
- , s

‘registration and increasing the total per y
capitawpayment', This should be an ongoing

,1ncent1ve to supply both efficient and effect7
- R

. s
S

ive services_to‘the public at large,. :‘ Qg' .

The physician then stands to"increase his dnEtP

v

'benefits in two ways by lowering ‘the utilization .of" cos'ts’

in the hospital so that the portion of revenue to the.--

A

‘medical profession is higher ‘and by IOWering the hospital

o
v . o
X

.costs (at the hospital he is assoclated with) in order to
share'in the "profit" of efficient hospital utilization.:
Tbe profit sharing formula is to be mutually agreed: upon by,

Call hospitals andrpractitioners and’ then standardized for

the provinCe; Inherent in: this capitation reimbursement

. .

system is a move to facilitate efficient use of . facilities.
;Duplication of facllities w0uld be avoided and - least cost
p011c1es for‘equipment and for hospital expenditures could be.
planned on a regional demand basis. 'Hospitals would be
chosen by physicians on the criteria of efficiency and
effectiveness in providing services for his patient

"The physician is the most. knowledgeable

consumer in the market, and he would be

able to select the hospital with the

necessary level of quality and available
services at the lowest possible cost; "100

P

'\\

.loolbid., P. 64.
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The.increased use of‘para;medical personnel and an
-increase in the‘supply of physician services are also
expected as noted in the Kaiser system discussed previously.
Preventive care is still another spill over effect of a
capitation reimbursement plan for the medical profession.
The usi/ofvmultiphasic screening and computers for record
maintenance become more feasible in hospitals and large
medical groups and ongoing quality review of peers and
accreditation a necessity to retain acceptance and clientele.
The client still has ‘the choice of physician and hospital.
fA:more'thorough examination.of the concept of a_capitatioﬁ‘
reimbursement.plan for,both'medical and hospital systems may
indicate aniacceptabic compromise between controlling the
escalation of health'care costs and the needs of the’medical
professiion.

In any examination of capitation systems, the Kaiseré
:Permanen@e system should be considered’as a high priority,
ASpects of'this system-seem particularly compatible with our
present medical care system and Kaiser experiences may prove
to be invaluable in considering various alternatives For
instance if the Alberta Hospital Commission and the Alberta
Health Care Insurance CommissiOn were amalgamated _there
would be 1ess duplication of tasks, lower administrative
costs and an organizational structure not. dissimilar to that

of the Kaiser plans.
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VII.  SUMMATION

The review of the wvarious reimbursementisystems,

—

SIS N S

:utilization controls, the Kaiser—Permanente Health Plan and
‘the subsequent criteria for medical reimbursement was

undertaken in order to include the professional sector in

the search for incentives to foster efficient and effective

. health care services. The question of incentives is not"
just a theoretical issue but must be dealtjwith in practicai
terms. The preceding‘examination'of the Kaiser-Permanente-
system has»shown that incentive programs to control |
utilizatiOngiand therefore costs can-be; and has been,
‘suCcessfully implemented It is not practical to consider
incentive projects which do not:allow -the major.comptrollers
of costsflthe physicians to participate and benefit from
the implementation of incentives. qu,this reason_the aboye':
suggestions regardingva’total'health care System contains a
_shift in the reimbursen«nt system to a modified capitation

" system which has proven to be Successful The above
proposal takes in the problems previously delineated ‘and -,

i Y
accounts for the difficulties associated with behavioral

9’0

R

motivations and structural rigidities (such as impersonality‘

(.

and participant accountability) ’ The per capita base is

"Q fair and calculated on actual expendiﬁures thereby avoididg

arbitrary and decreasing standards.~ The changes suggested
are not radical and great care has been taken to devise a

- u

system whi%h would initially encompass existing systems

v
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(e.g.y medical staff organizationS), minimizing antfcipated
resistance by upwolders of the status quo - The following
chapter resents .an application of. the incentive criteria

developed in this thesis to a topical health care plan.

@5



CHAPTER 6

INCENTIVES AND THE HASTINGS REPORT

4
P S
v‘\yb L ' ’7;_ )

. | INTRODUCTION

]

The preceding examination of incentives, motivational
behavaor from a: %mreaucratlc and professional s;andpoint

“and the review of selected hospltal incentive programs may

L4

. be summ&rized as follows~

R 1., The,implementation‘of incentive programs within

a he®lth care organiaation depend on, and are-influenced by,
'the'level of«hureaucratization.' This implies that structural

?
manlpulation of bureaucratic characteristics is an essential

[
o

parameteg in alterlng worker behav1or."
2. The relative success of 1ncentive grograms

-depends upon the degree that organizational participants
$

accept accountabillty for both the benefits: and burdens (in
B ]

the form of incentives disincentives) accruing 0ut of their:'

-

’respective actions 1n executing organizational tasks
31 The participation in incentive plans depends on
i

the 1mmed§acy of personal rewards BT penalties to the

worker s’ behavior arising out. of ‘task execution. ]
- : S -
Qualified management personnel is vital to the

successful execution of incentive programs.f

4

. For the purpose of this" chapter the foregoing 'serve R

as. criterion variables to the analysis of The Community

4

78
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' Health Centre in Canada '(The Hastings Report) ‘A;fundamentalf/

[ o
belief of the author is that these criteria are critical to =

the formulation and implementation of programs in the health

care field and that avoidance of their con51deration may,-

J

result in less than optimal success, The‘focus of this’

analysis is on examining the possible . effects of each

L

specific criterion and on applying them to.a prOJect

proposal receiv1ng serious attention as to 1mplementation.

a~

It 1. oped that this exercise may serve as a guide to the
-
avcidance of future problems and as an aid tog more effective
im>lemertation of incentive programs. ' 'v‘ﬁ* j’,
11 THE HASTINGS REPORT . - o -

H ;.;.N' .
a'r
“his report was undertaken due to growing . govern—

mental concern about the acceleration of health care costs

cacd che' belief that alternatives to in- patient care must be

“w1ll be . noted The report Summary aad recommendations

¥ » .- *".

‘co- s\dered The focus is on community health centres as

o

the first step toward a reorganization of ‘the total health
{

services system. o ~.ﬁ4

The implications of. community health centres as
proposed by the- committee cover a broad spectrum, some of
which. arevndt directly relevant ‘to the focus. df thls study.

Only those aspects which are considered of direct c0nsequence

t

s

~pertaining to the health centre are‘contained in'Appendix>

’ L | P 2
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The second major sectiOn of this report deals with

=3

4

%Ol

the: heal\h\serv1ces system and is an extension of the

.cbmmunity.health centre on a macro level. 1t is not

~

considered to directly pertain to the obJectiNes of this

study but the summary and subsequent recommendations are | .

contained in Appendix IT. 102 @

. The definition of a community health centre is given
as: : . ‘ ’ E o ~

s "... a facility or 1ntimate1y linked ‘group of
facilities, -enabling individuals and- families
“to obtain 1nitial ‘and continuing health care
of high quality. Such care must be provided
in an -acceptable manner through a team oﬁ;‘
health professionals and- .6ther personnel
working in an accessible and well-managed
setting.” The community health . -ceantre must: , }
form . a part. of a responsive and accountable . s
health services system. In turn, the health
services must be closely and effectively

\co- -ordinated with the social and related ,
Services to help individuals, families,“and
communities deal with the many—sideﬂ problems
of living *103 o ' '

T

.The emphasns of the<§>ntres are on high quality, initial and

(7

continuing care regarding 1ndividual and family health care

needs The areas ‘to be covered are ‘hea%th promotion and .

preVention, diagnosls and treatment and rehabilitation.

*

This may be accomplished t\(ough counselling,,education,

. < ) \
: - ) v

£

lOlCanada5 op. cit., pp.°33l35f o
- lozlbid. ., PP. 56-59:
103 Y S O . S N

Ibid.,‘p.vl. B VA



-\planning and specific programs along: with reception and

referral, diagnosis and treatment, and-supervision.- It is a
o . - B
combination of social services, health care_professionals,

[

‘para-professionals and others.

"In short, the community health centre c3n
only be . effective if it is a mutually
acceptable partnership of the members of the
community and the wembers of the health,care
team." ” :

The team approach is offered as the key element -

~" Dy

whereby the.use of professional. time and skills ‘may be
apportioned in a least- cost'manner through labour- labour
substitution. Dental service units,.social work units and
‘the standard medical‘speci?ltiesJaretincluégdyin this team
approach“as the siéeyof'the centre and the need'for services;
are realized. An upper limit in size for a centre is offered

as twelve general practitioners or a total of twenty

'phys:cians including specialists.. Services offered*by the

centre would depend on the need in'a specific area awh may
. : &3
encompass societal diseases now handled by other agepc1es

"In all cases an efficient communication and
records exchange system within the’ healthlOS
services system in an area is essential "

The need for efficient management in terms of profeSSional

administration 1s ‘noted.
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than holding beds for transfer of patients to. hOspitals) is

discouraged as competing with hospitals. Then as a partial

B contradiction, programs which promote an integration of

health and. health related services,'including minor - surgery

.

and use of in- service facilities are applauded as a possible
e

.long run goal This in effect is duplicating in—hospital
services already being utilized

The reasons for- the community health Centre as

<

stated by this report .are economic,,social political and.
. e

organizatiOnal The economdc reasons revolve around reduc—f
'_ing hospital in patient use and ultimately the reduction of =

hospital beds. By impleﬁ?nting a different organizational
Y
structure it is felt that productivity and effectiveness

‘ w1ll be 1ncreased The rationale offered show5' _

/ 'rlflL‘LIn organized andﬁsupervised settings, a team of -

T

various types of perSOnnel @each member of whichgcarries out h
S~ _ T

spec1f1c functions definitely increases {he efficiency and’

product1v1ty of the physician dentist 'and other profession— g
'”al personnel as compared to situations of solo and largely :

‘unsupported forms of practice.\

o Vf'iyél lt is also definitely possible to substitute less

highly trained(}rofessional and technological personnel for

f;mdre skilled persoanel in organized and Supervised settings
Aw1thout any danger to public safety or deminution in quality‘
iof health careyl This is also true in situations where onlyi

bvisibntisﬂpossible,_such_as the nOrth{
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provided'back—up and referral services are reasonably

available.lo6 "v o ‘.?;h" ‘Jfaiii:v" S
*‘Other economies mentioned ate applioable to’ every health‘car@“
.Aorganization and are not uning'to this particular Lgncept

Social political and organizational reasons are f,

‘ gbased on the premise that the availability of better health

LA \ ..

care may not be accelerating .as. afé the costs of providing
A \
these services. The individual is concerned with personal

m'availability and utilization of s%rvices rather than any
_general concepts of health care. The health professionals,

‘Qnare concerned with the dominance of physicians in the'f

'_general area of health ‘where other professions may be more

knowledgeable and have superior skills in ‘_rforming

services which are not strictly medical in nature Th’et

government is concerned with cost, and the policies whlch

.define financing arrangements at bodh the federal and
. & .

' provﬂncLal levels. The report states that the éovernment‘J <
;must.assume an effective leadership role in coordinatingv )
.services rather than just continuing to pay the bills

| " One of the important implications of the community
“health centre is the 1egal aspect This concept‘requires

corporate"'or collective responsibility for employees

'regardless of their task orientation. This collective

oy

}

responj;sility of the corporation remqves‘the onus from any

IOGIbid.‘, P. 16. o o | N
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one person, and places it on the corporate structure,

there fore validating contracts of service with individual..
< . ~ . R -
patients and the health care team members, Certification of

comoetence is also necessary but the present 1icensing

‘5ulations of various groups would' havejfo be reviewed and
modified to foster a flexible team effort;
The Provinciai government should be responsible for
policies per{aining to:personnel and staffing rqu1réméné§,
_,yeyment methods and benefins and 1ncentives for these

service entities. Actual internal deployment hiring. and

firing, should be the centre s-administrative-concern.' A

regional og district administrative level is proposed in

order to control the utilization of more expensive special—
ties.

"Special.iz'ed personnel g’grving @re than one

community health centre should be employed by .
the area of district. administra&ive level and -
subcontracted to the centres

The paxment‘of.health personnel consists of either'

_“

salary,'sessionalhreimbursement or a pooled income approach

s

-'The present fee for service system is felt to be incompatible
f ; s »

with community health céntre obJectives The incentives .

proposed by the cemmittee under the rubric of tangible

benefits are- adequate and competitive reimbursement

recognition for tralnﬁng?’work load‘and continuing edu;




cation. Standards and ranges for normal variation in

practice patterns ?kohg with monitoring techniques must be
developed_so both/the publics' and the health services-
" professionals' in&erests may be served.

Incentives for health personnel revolve around
psychological‘and professionalirewards inherent in the
challenge of working with others in an innovati;e team which
functions in a responsive and accountable partnership with

‘the community being served'.“108

Other incEntives mentioned
_are those commonly ofﬁered as part of most middle and:upper
management contracts., such as salary increments ~pension§

‘and insurance and guaranteed holidays..vAdded monetary
incentives are offered for isolated hiring areas and should
. also be available for achievement of community centre
“objectives: The integration of existing private ‘health
care facilLties through outright purchase is also considered.
;. Funding of community health centres should beba
provincial responsibility and a global budget used, based
“on population and nature and scope of services Capital
funding may be handled by provincial grants low 1nterest

loan& or by utilizing private capital sources on a lease-

'back basis This latter propoaition would free government

funds for alternate allocation : - ‘ ;fv

" The importance of~physical design is noted~in'the

3

{

R
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report but only vague general conclusions are offered (see

. Appendin III).109 bontinuing eoucation of health personnel
and re-education programs are vital to the comuunity health
centre eoncept.' The emphaeis should be "patient—centered“
and on "problem-solving"’integrated with social serVices and
the public., Active learning experienee within the health
centre as basic oreparation for advanced education is
.desirable and care must be. taken not to alter the eentre
concept to encompase "ideal" patterns_of healthvcare,
therebvvdestroving the real service setting and losing:

community-participation. These are .the main concepts dealt

. - @
with in The Hastings Report, o XQ

CIIT. THE. ROLE 0F~STRUCTURAL MODIFICATION

A, Possible Effexts .

R - Modification of an organizational structure may

serve as an incentive in itself or as. a base to foster

y >

incentive utilization. The conclusions derived»in Chapter

3 of this study indicate that the.size of an organization
\\\\%/mqy enhance or hinder such variables as cooperatibn.
/cohesiOn and integration of personnel in the achievement of

objectives due to the conflict between internal el
organizational goals (to survive and broaden’ the power base)

and the 1ntenéed purpose of the organization (to fulfill a

~
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eomuunity oY social need).

An organization'and its s ope of activity should be
limited to a pyedetermined mau gxaﬁle si;e‘where-optimum
‘efficiency and effectiveness~L§/uaximizing its iutended
purpeses may be enhanced. When the natural growth begius to
contribute to problems in the delivery ef service or
vadministtation, an alternate structure or department should
be implemented to encompass‘components of the:original
stfueture w@}dhﬁcan no longer be effectively'handlea by .
means of the original vehicle.  In this wa&, duplication of
serviees in the same geographic area may be avoided and the

original concept may -be utilized in different reglonf

These smaller, relatively autonomous organilzatifons would be

better equipped to qéél ‘;th organizationai problems. through

more personalized don Ct and a closer more meaningfuily

defined ' set of objectfves
"4{ .

?%Mi " In the context of cohttolled size, specialization

ieater advantage. The problems of

impersonality and the negative effects of a hierarchy-with
its rules and formality'minimizeqf The .knowledge of

. . A . . :‘,,}?. ‘

organizational structure may be a valuable aid in consider-

iug the‘implementatibn of a new ptogram or in considering 2@ 

incentiues within an ongoing euterprise.
o ' N

B. Lonsideratlon perhe Hagtings Repe#t

T
A\

[N

' The structural components’of the community health
centre are dealt with in_the report. The SEress placed on

el

e
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an upper limit in size refers to the number of physicians
employed The emphasis is on the team concept and the
understanding is that further units (teams) are added as_
population needs are realized 3In this way it is felt that
cooperation, personal service, and proper_cpmmunication,may
be maintained. \Problemsfwhich arise between.teams are not
considered‘and fﬁ;tkwho is the head of a team is only
clarified to the extent that the physician should not be. the

teamyleader

K The. structure of the teaméis'considered'as an equal

.

partnership of all those professionals para- professionals
and others who deal with the ‘patient, The hierarchy of
authority, rules and formality are not'considered nor is the
slze and layout of the. physical plant The report states
which positions should be created but not the relative

1mportance they ‘hold nor the relative responsibility they

assume -

pl
\

IV, PARTlClPANT'ACCOUNTABlLITY - ﬂ,ov

AL Possible\Effects‘ .

The importance of participant accountability in
._achieving specific objectives is noted in previous chapters'
of this thesis, - This accoun&ability implies that the

. partic1pant must ‘be held accountable for his actions or

1ncentive 1mplementation will be, at’ best effective only as

a ‘temporary measure, - I



"ince tive or reward system offered, and a penalty_or,burden

.zation process has occurred.

'-zation-accountability or control.

_ order to reconcile this difficulty, two approaches may be

89

If there is an absence of control over the actions of

a participant the acceptance of an incentive or reward may

be problematic.. Conversely, 1if the participant aCcepts the

w ot . . : . -
Y

is attached for not,reaching or maintaining specific
objectives, then over a period of time, this incentive

becomes expected as part of job definition and the refusal

< ~\

" to conform may result in a predetermined negative sanction

At this point organizational objectiyes have been fulfilled

and the incentive has reached an equilibrium where its
consideration ceases to be beneficial. Other incentives

with both benefits and burdens‘attaehed may be offered for

other specific objectives once. this equilibrium or neutrali-

Y

‘'One of the most obvious examples in the health field,

of offering incentives without attaching burdehs or .

penalties is the attempt by hospitals to control physician

'-utilization of facilitdes The fee for service reimbursement

. k ¥ _
system has been blamed for ther{ailure to control escalatimg
a

costs, but:this may ‘not be at the root of the problem The

L

.1ncentive of fee.for.servﬁce has n; provision for utili-

,rTherefore over-

putilization of faculities may fu@yher benefit the physician

or, at the minimum not be: of valid personal concern. 1In }a
4 ‘ ‘ &

considered: that of changing the-reimbhrseme%f System to
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'/or to add accountability mechépisms which

g

would apply penalties or burdens for this utilization. This

»r
.

w0u1d result in direct responsibility for actions taken by

s AR

the participant in providing health care services
4 . @ R .

‘—‘.~ iy
g I

sl %
'ﬁku Consideration by, THe Hastings Reports

d
"w‘ .o N

¢
The‘pommunity health centre is concerned with theA
: o £ .

7sharing of responsibility by all the team members.‘ While

N
N

this concept of corporate responsibility may "foster

‘. fa «_4 P C %2 "{

Qﬁilexibility and divérsity in the provision of care"llo it

¥

‘may also cloud the issue ot individual accountability{for

»
- -

care and treatment : The team 1eader (regardless of which

individual is” chosen) is seen more as a chairman of a A
5 } .

&7
committee than as a leader with the authority, responsibility

a0 Yy —8

‘and accountabflity bhgch is implied by the use of the word,

N

rd

" The reimbursement oﬁ partipipants by salary is
b

b}

\\\;' promoted in the report This does«not ensure reiponsibiliuw

‘aor accountgbility any more” than it does 1n anx/other

I

the team concept unless organized and confrolied in a”

a
o,

":')"
%ﬁdustry unless it is combined witn aapredetermined formula

o

=

for monitoring ongoing’ evaluation and review : This is ..

“

emphasized in- the repon , but may work to the detriment of
. o [ . .

- o\?'
struCtured'hierarchy of authority. This is implied in the
) . ' N . . ' ""

_{:: . N

it
e
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establishment of a distrfct administrative level but is

removed from the daify operations of the centre, '
% ‘o ~

Otﬁ:} control mechanisms are offered in a- véry low
-keyed . 1 as further possibilities which might be consider-
‘ed. i e'removal of present incentives to physicians “and-
dentis s for over utilization of facilities might be_

, combateh by the institution of charges for this use or by

rA \

limiting the numbers and kinds of professionals in an area.
‘L‘

to be covered by public funding mechanisms. These suggest-

A ‘ ¢
ions are made 1in isolation of the community tentre concept

and afﬁer the statements no follow up is offered,

L .
l : N ¢
I oL . .- -

W
i
|
!

V.f THE RELATIONSHIP BETWEEN
ORGANIZATIONAL TASKS AND REW S
A, Possible Effects , ' ' }. ' NN

; It’has been shownipreviouSIY‘in this study that the

'closef the reward to the task performéd the more effective

\

is the incentive toward the achievement of specific

-

obJectives. If an individual cannot relate his gpecific

-

taskiyo the receipt of benefits in some real way, the
/

_~benefits offered may prOVe ineffectual in motivating
behavior., Ehis need to see the positive results of applied

effort is a powerful stimulus in working within an organi-

. zational setting It may take precedence over organizational
F
goa§€ and additional monetary incentiveg' Particularly in

dealing with professional groups and professionals within

groups, this ‘cancept of profeasional achievement pride and

~

TN

.

.



'tasks -nd rewards but only in terms of vague psychological

92

ego may be a valuable asset to be directed to promote

¢ -

v specific goals of patient satisfaction and the. maintenance

A '
of an effective health cSre organization. -

’ i' Where the relationships bejfeen effort and reward are
not -appatrent to individual perception;, then personal andp
individual serffinterestjmay dominate within an’ organi-
\zation. 'The raison d}etre may'BecomeAtne utiliiation of.
health services facilities only to foster pef%onal
gratification. The involvement in the’ organization of all
 J

professionals requires prior considerations of 'status, and

these- considerations | must be well-defined and obvious to -

all those involved, Recognition,in . .ese terms must be made

available for "a job well done" in order for the organization

to thrive and achieve and maintain its objectivesth

+ B Considerat:§n~gy The Hasti gs Report
( ' .
‘The report does consider ‘the relationship between
~

!

.3

\

rbenefits of team ipteraction.and'the use of monetary

4
incentives for goals which are extremely difficult to\define

" and almost impossible to evaluate, -

"Incentive payments should be made to ~
encourage the achievement of desirable
.objectives for these new centres, ‘such as:
keeping people out of inappropriate use of
hospitals, limiting to essentials the use .
of investigative procedures, encouraging
consultancy of experts, and promoting hedlth
&educational activities., These incentive
payments: should be determined. by\comparisons
of practice profiles with provingial norms

<
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. and by other evﬂ}uation proceliures."lll

)

The team concept as visualized in the report offers

a

a multidisciplinary approach to health care which will

~
-

promote-innovative uses of a broader spectrum of care,

_—
[

"Community health centres must involve
individuals more -fullyll2 in decisions
about service provision as well as in
" personal and family health care."

v

In an ideal,situation-this is an admirable goal which

v - . - ’ ‘ ’ +
b s \

mayﬁreSult'in«better'health‘care; but given the reality of

interproieééional group behavior, the negative'aspects of
O N .
\»group decision making coupled with a Jon- medical professionk_

1y E

\ \
al team leader, indicate that considerable difficulty may
occurrwithin the work’situation; Individual rewards d

.. ~ ‘ 3 '
i Subordinated to .group .rewards and individual status

P

o

.‘:’ '. .

considerations are‘subordinated to team status. The
v = 1 ; by .

original individual achievement motiVatiOn'which is so-
ccmmon and perhaps necessary in completing the requirements
of a professional discipline isfignoredﬂ 'The;term atatus?ni,f

and the hierarchy it implies 1is non—existent-in the report

N

and the relationship between organizational'taéhs and reuards‘

is, limited to the above cons? lerations. :

irbid;, p. 28.

e .112Aﬁthor's underline.
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. _ . \ .
VI. . - THE ROLE OF MANAGEMENT

. A, Possible Effects

'The importance of the management role is made

explicit in all programs reviewed in this study and is the’

one aspect'contained in all projects showing_varying

degrees of 9uccesg. In the cases where management was’ pot
felt to be of _the calibre demanded by the requisite

functions of a proposed program the utilization of industrial
eng1neers‘as a proxy for internal management was successfully

implemented An efficient organization 1s needed for an

incentive program proposal to be successfully undertaken

' but incentive implementation may not make an organizatlon

4

_efficient or effective. " Good managgment is imperative in

program implementation.

£

B. Consideration by The Hastings Report. -

;;1. A
N l

The report notes that the actual employment and

-

discharge of personnel and their internal deployment should

Eel

rest with the community health centre adminlstration‘"113

The importance of professionally trained administrators and-
the need for educational programs for management personnel

are also considered The emphasis placed on ‘the role of

bmanagement may be summed up by the following quotation from

the report'

Mb1d., pa2s.
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"Efficient techniques of managemeht must be'
employed both to 'Support the professionaﬁ
operation of the health services tean and to
ensure courteous and prompt care for the-
public. A professional’ administrator is
necessary for good relations with the public,
linkage with the health servicés admini- e
stration and handling problems of case

management . He mugt assgure the records and
communications system is ed for. Eurposes of,

audit, evaluation adhd. referdal "1l
: |
VII.A.'OBSERVATIONS P o o IR |
| In terms of the basic criteria utilized to analyze

‘The Hastings Report the following observations were noted ‘ -
. '. 1. The %apability of structural manipulation to ':l
promote the objectives of the community centre -Was not ‘ “." !
»consideredrin the report . Plant size and layout weigrnotﬂda\\ﬁf;‘
»discussed and - hierarchy of authority, rules and formaiééy o
ignored in favor of dependency on ‘a highly informal )
multidisciplinary tFam orientation.~' |

2. The acceptance of participant accountability for
bothibenefits and burdens of task execution are considered
by the report‘in a group context thereby dissipating
effective individual accountability. " v

3. Th/\perceived distance and therefore the
association between the execution of tasks and their-

respective persgnal rewards or penalties- are subordinated




~

O o

1
' .

. - ‘;
and rendered ineffectual due to the emphasis placed on the
. TR

team concept. o

N . . T .- . uv'\ : .;. _‘

4. The utilization of qualified management personnel

Y thy
RS Iﬂ_ 8

‘is recognized and promoted by the report S

Based on the above considerations it appears that " The % .

Hastings Report does not ‘contain the incentives necessary @o
P

effect efficiencies in the delivery of health. care seryices
The report is d document pertaining to a general concept B

Civen the differences in priorities of the various governing

.

bOdleS who will cons der .the concept ope;ationalization of

-

a’ community health centre may take different forms Many. of

the forms may incorporate these incentive criteria without

~serlously altering thétmultidisciplinary'apprqach to out-~
S B T TR T, _

patientvservices.

The emphaSis On total'equaluty of team members may

not prove to be fea31ble for a. ;ﬁ"%of political spcial,

! l.l' L
nhérefore,qalternatives
SR o

& Lt

Asatisfactorily-explai%gd. Duplication of some services with

‘ {~.,“{\\
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those of ~the general acute hospital are, unavoidable and the
) . )
establishment of new health care facilities must increase

. r N . .
aggregate health services cost. Perhaps the (co

clinic concept should be considered’ as-an tension of

community based hospital out-patient servi eS.C'In this-

. and a reductlon in general acute beds may be. formulated and

fcontrolled through a total budget mechanism. This may also

3

curtail the expense of new facilities, especially where part

,~ o

D of the problem seems to be. an excess of present in-patient

e facilities which might be converted for clinic use, .

.

o Einally, the utilization f the existing administrative
o~ 9@ e ‘ : » i Q
CER expertise and the sharing of accounting and communication
,3,- C ' : i
systems may prove to be an efficient and effective medium in
. R

which to establish the commuﬁﬁty health centre concept.

\Q .




CHAPTT 7

CONCTY ATONE ]

I. IﬁCENTIVE IHPLEMENTATLON

Theredare factors nf 1-ccntivey;mplementation which
are seen as positive tgroughout}the literature. " 0me of
these is superiorbmanagement and another is the distance of
thevreward (incentiva \from the initiator of action; The
cboser the reward and the soone: the payoff to the indivi-
‘dual employee.the more.effective it begomes, Thekrationale .
for this conclusidh in the author's view, is that the action
or actions w@ich bring the reward may become a part‘of the
individual behavior pattern on the job. When thiSwoccurs;hf
‘avoidance of this aspect of the resulting job definition
brings burdens instead of benefits to the employeei
Therefore,' in time it is not a matter of c0mplex Broup
relations or loyalty to the organization, but simply a part
of expecte; task fulfillment for which he is being
meimbursed At this point the purpose of the 1ncer ive has
been fulfilled and is no longer needed A state-ofv |
equilibrium has been reached Further incentives for further
objectives may.then be contemplated .

This may appear as an over- simplifiCation of a series

of complex problems, but in reality may be the focus Wthh

1is- missing in incentive formulations. Whether the‘areafof-'

98 -



may not be appealing given the existin§ situation and‘the

nability 1in te}gi\of both benefits and burdens to the

99

* .

e '

concgbh is the Laundry department or the over- utiliza%ion ofn

hospital facilities by’ the physician the-same basic

0y

principlés apply. In the case of the Laundry,hthe employee

~1s offered a reward to change his behavior»patternl If

thisvreward is not'considered'suitable at any time and for
any number of reasons, there is no incentive éor the

employee to alter: ﬂis behavior He . does ‘not have anything

<

‘to lose by retaining the status-quo and the reward may or

( o A}

¥

effect of time._ . .

. The case of the physician is siﬁilar. Under the fee

.for service'system, incentives'to control utilization of
facilities are in competition with the physician 8 own

‘professional incentives to provide quality care and also

to increase his own net benefits In the hoSpital this is
done by over, rather than under utilization of facilities
An incentive system which offers rewards for utilization

control cannot be effective if .there is no cost or burden

‘ attachedvto the‘plan.v Utilization review committees are

examples of such progrags e incentives can be
'ng behavior in this rggard

must be an integraL?part of thé plan. In conclusiOn

serious consideration and review of the effect of account-

3

participant is needed before hospitals embark on further

incentive scheme formulations.
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II. INCENTIVE CONCEPTS

-

"The concept of incentives permeates the thinking of

»

our modern industrial society.‘ This concept takes many
forms and is congidered un%er many different pseudonyms but
the concern for behavior patterns and modification of that
behavior\to achieve specific goals are of. utmost importance

- It has been suggested that due to the failure of incentives

(e.g., fee for service, etc.) to economize and rationalize

4

the health care system, they are not applicable. 'Contrary to

this view, it would appear that this is precisely where future

’incentives may be. of mosy benefit as an aid in ach1ev1ng
: "

~

effective and effdcient health care " _ v

IIT.

LS

INCENTIVE RECOMMENDATIONS | o . o

7 The objectives of this ‘study were to try and deter-’

mine‘whether incentive f%rmuligion has.a praitical use in;
sthe health care field. The subseduent ekamination of’
structural aspects- the review of the concept of incentives
and programs implemented in hospitals, the contradiction
between physician and health care incentiveS"and , the

formulation of‘criteria for examining program proposals‘

indicates not only practical applicability, but- suggests

necessary utilization.
It is recommended that the follo néfcriteria
developed thrOughOut this thesis, be considered before the’ ¢

implementation of any health care prog:am. SN o

N\
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l.v That the organizational structure co in

mechanisms which will allow for bureaucratic adjustment and

change to. help create positive changes in worker b havior,

2. Ihat all participants in 'e Program be held
acc0untable for, the résults. of their actions in executin@

-~
t

program task

3. ‘That~program‘particimation be characterized by{:

- Coa L. ( ¢
. , . - v, . . b . . :
the immediacy ‘of rewards or:penalties‘tq-job responsibility,

¥ . and g R ‘ g . ). ’ : ’ ST

a ' ' ' : e

g h < 4 { |
S Thatfﬁhe use of qualifiedimanagement pegsonnel bg’

' !
e mangiggry in t@e implementation -and .operatjon of the program.
5 ; “ :

‘; If these critgria are adhered to ‘the success of

b

y /efficient and effective heglth care services willihe\greatly\
‘ h

enhanced It is also recommended that the presen ospital

%

and medical reimbursemé%f systems be examined and serious” .
con51deration be given to - amalgamation in order to'consolif
;. dale the info:mation base needed for a system whereby all

A
.participants (1ncluding the medical profession) are held

,.l

and accountable for the ze Eration of total e

>f//~;esponsible

/

'phealth care costs, Id’conclusion th s thesis emphasizes the
/ .

}, 'need,for an interdiscipllnary apprOach to'successfully
3deve10p and‘implement health care- programs. Incentives o
research,/;::;2cularly in Canaca is sparceoand i11-~ defined
It is hoped that this study may incite further interest in
‘health care incentives and help foster additional theoreticaP

- and applied research in this asea.: o S, e

w
N

K
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- THE COMMUNITY HEALTH CENTRE .

SUMMARY

In’ the light of the three.issues/noted in the Foreward
the Committee believes that': " :

1. Invorder to emphasize community'care and to shift.
service patterns,-community health.centres should be
established and linked with hospitals and-other health
services in a fully integrated health services system, they
must not simply be added onto the present system. Neverthe- .

less,‘the introduction of community health centres need.not
await the full integration of the health_gfrvices system.-
They are in themselves the catalyst for the\development of
the new system -- in fact they are essential to-its
concurrent development. Community health centres shouldﬁ?e
established now as non- profit. ("non- pr:}it" excludes the_
standard share corporation where profit accrues. ___y to- the
shareholders) corporate entities and . in sufficient numbersl
so thzt new funding methods develop to'promote‘the bestrusej
of resources. Enough community health c%@tres must be |
introduced into the . system to allow effective evaluationiof.

their impnct on tbz process of health services deliveer

T2, Community health centres must offer a setting

‘»where care 1is. provided through a multidisciplinary team.

.They,should allow fle;ible and innovative uses of manpower

110
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which will, by concentration on patients' problems,‘obfer
more comprehensiVe care to people._ Payment systems,
\alternative to the present form of fee for service, which
f}. . are COnduClve to the team approach and which are attractive
.to health professionals must be developed . | o
3. Community health centres must be clearly \
1dent1fied and accessible p01nts where appropriate decisions
can .be taken about solving people S»health care problems.
_They mus t promote a’ better balance between health promotion
and prevention, diagnosis and treatment .and rehabilitationtl
They must, as necessary,‘relate to other health care services'
iand community social services . on a co- ordinated and integrated
‘ba51s, | |

b Community health centres must involve individu&ls'

more fully in dec1510ns about service provision as well -as in

o

personal and family health care. '
~

'RECOMMENDATIONS -

~The-Committee recommends:-
] . .

'l._ The development by the provinces, in mutual

agreement with public and professional groups, of a siggi—d

.flcant number of community health centres, as described in
~ .

this report as non-profit corporate bodies in a. fully

1ntegrated health serVLtes system, -
_ ¥
2. The review and modification, in. consultation with

appropriate public and professional groups, of existing
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N : . . _ A
level covering all capital operating, maintenance, and
amortization costs,

4, That employment and deployment of personnel rest

with the community health centre administration

*

5. That payment for professional serv1ce3fin

vcommunity health centres be based on training, experlence,

tesponsibility and workload that payment systems be-

equitable, competitive and promote the objectives of the

’community health centre

6. That payment mechanisms alternative to the pPresent

discussions between governments, the health services system

and the professions concerned

A A F Ihatvmeasures'berdeveloped by governments, in

'facilities,»such as hospitals, and'program34in the health

_services system,

8. That scientific evaluation of the 1mpact'of

community health centres on che health of the population

.
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e

servedcand‘on'the.overall costs of the health gservices
JSystem be co—operatively.carried out-by*governments,
universities, educational and research bodies, and\profession-
al groups during theaplanning, demonstration and implementation
phases, %hat regular evaluation, through professional andﬁ
administrative audit mechanisms (internal and external), of
performance and utilization become an integral part of the
operation of a community health centre,
9. That ‘by agreement between the provincial, diStrict

and univer31ty health authorities, designated community
health centres ‘be affiliated with university health sciences.
centres and other educational institutions for the i
preparation of health,and‘social services”personnel

10. That the development of integrated health and
social service centres in various settings be studied and

evaluated by government the universit#es and profeasional

groups, ‘

11. " That a comprehensive and co-operative campaign by'
governments, professional groups, and community and citizen
organizat ons be carried out to inform the public-and the

health professions of the objectives of . community health

'centres.*tﬁ B . ) ‘ : ‘ . o )
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THE HEALTH SERVICES SYSTEM

SUMMARY S

v‘ B

to fully achieve the ‘goals noted in the Foreward the

Committee believes that: ,y‘

’

1. All health services must be integral parts of a
-

health serviCes system. This entails a. whole-hearted

‘commitment to common objectives and policies established'

Eya ’ .
oy
‘?éjough dialogue among governments, the professions, and the_

uu .
n T .
R

public,

-

2. Health care is bécoming more and more accepted as

a right. This idea must def ned andé acceptable boundaries

-

“

placed on it, if society ‘is to glve rational direction to.

In order to make community health care a priority and

the planning, financing, development and evaluation of health

services._ Just as-: the concept of right must have its limits
'defined, so also must the idea < f ~hoice for the individual
whether as recipient or as prbvider of service. These two
aconcepts must be consistent both with the prevailing ethical

and moral bases in Canadian society and with the willingness

' &

and capacity of society to allot the ecessary.resources.for
\ X . ' -

the attainment of broad healrh\:bjectives. Some type of

%‘;x .
device acceptable to s@%ﬁety mugt be found for distributing

. the resources available at any given point in time, S

ﬂ@; Creative planning and- use of resources in further—in

s Lo . . ] r.QQ“
’ \

L,

L

7

-
o



-t

province,'or group of provinces (or even federally) of K
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ing local'ptiorities in additjion to wider provinc aluand

national ones requires some degree of decentralization of ' b

.planning, policy setting, budgeting and‘implemehtation.

’ . v e

Clear definition of functions,~responsibilitiesgand'povers'

is necessary at all'leels. All responsibilities and powers

must be exercised S0 as to assure provincial and national

[ l

2

.basic standards of avaLlability and accessibility.; Although S

the Committee recommends\decentralization, we recognize

the wisdom of central planning and administration within a

’ acertain services (e g. data bank, manpower licensing.and : . \\\
. . ) U !

yglearing house, surveillance and monitOring of Services,

":laboratory services,‘watershed control cancem radio therapy,

S

'health sciences centres) » ;

form of global or block progra&

highly specialized rehabilitation (thalidomide children) d

etc. _ ;'3,>{ B ' P
Decencmalization'in'the»actual delivery of a service

(as in the case of laboratory services) does not preclude&/

F

such central planning. Account should be taken not only. of

political, economic, and communications areas but also-of ™=

b3

technological referral' and consultation resources (e g.,

‘Responsible and effective exercise of oower requires"

substantial availability an,

ivncrol of money through some.

budgeting.

Federal provincial cost sharing should encourage

'

effective provincial planniqg_ In_turn, provincial financing



\
)

ar?angements With district and/or local areas shouldv
vencourage effective planning, ansiQ\gnt‘with both the wider
.national and provincial intenests and equity, | | |

4. There must be clear\information, referral and
'planning links between and among all elements in the system,

5. Any health‘services systeh can function effect-
ively only when participants are willing to’ work together.
They must all accept the responsibility.to understand the
purposes of services and ‘use the System wisely. This willl

.‘/\ ‘ .
require a massive and continuing information and education-

4

program. It will mean real compromises and difficult

'decisions. It implies the active inwolvement of citizens in

117"

planning, advisory and policy making bodies, such as_regional

and individual institutional boards, whether government or
voluntary. In order to assure equitable treatment withinv
‘the system, griey@nce mechanisms are necessary for both
.recipients and providers of service,~
6. Continuous evaluation, assessm:nt and regular
reporting'of‘the extent to which policies and services work
towards the achievement of objectives are. necessary |

Internal and external it and reviev methods carried out

-J&nder appropriate publi
S ,
integrated into the health services system,

and professional auspices must be

:}“
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RECOMMENDATIONS |
s L4 ' &
The Commiﬁtee recommends: .
- v'l. . The immediate and purposeful re- organization and

\
;ﬁ integration of all health services into a health services
. ‘ system to ensure basic health service standards for all

Canadians and to assure a more economic and effective use
.of all health care rzéources,

2., The immediate initiation by provincial governments

of dialogue with the health professions and new and existing.

health services bodies to plan, ‘budget, implement, co—ordinate
‘and evaluate this system;:the facilitation and.support’of

these activities by the fedéral government through consult—'

ation.services, funding, and country-wide evaluation,

: 3.‘ /establishment of the provinces of district or

area admigijtj;tions consisting of (a) a representative -

:citizens board and (b) " a techn;:al advisory body, p v*

'4,' The use by provinces of program or block budgeting -

-~

methods in the health services system,

N

54 ite fullest practical introduction by federal and'

"provincial governments of modern communication technology into
“the health services system,~
| 6. ‘The development by provinCial government through
. ~ .
.'negotiation with the professions and with new and existing
:services of less- costly and mzre‘appropriate ‘alternatives to
acute hoapital in—patient care‘ coverage for these | bjs
alternatives and for care in the home under federal and
T

e Le- . -
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provincial "healtﬂ_insurance" schemes,‘

| %. The setting bv governm%@ts; in negotiation with
appropriate public and professional groups,'of priorities,
for allocating funds"for newcand existing.facilities,

-8‘W The reduction by provincial governmé&}s of acute

i /\/ R x
general hospi'al in- patient bed facilities, ,/

9. The development and,co ordination at federal

provincial and inter-provincial levels of manpower’ policies,

funding policies, educational programs and teaghing curricula

\
to aSSure an appropriate supply of personnel*for the health.
: T

-

‘services system,

10. The seating by provincial Statute of represent—

‘ation of . the general public on - professional liqgnsing and \\

J,

Cy

s

regulatory bodies, d . ' v Q

R I

~11. The development by the provi ces‘of adequate'
S !

grievance and complaints bodies with.powers to investigate

' '
~and to redress wrongs, " ) SR i

512,"The'regular»scientific evaluation of,all’planﬁing,

;demonstration, and implementation of new' and existing health'

services and of the overall health services systém in terms

of performance (including quality) and uti?ization by the N

o \
provinces, universities and - other education and research

. reSOurces,‘and profesSional groups fn mutual co-operation.

U - : \ ) . . i . . -
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DESIGN OF HEALTH CENTRE

The Committee did not attempt to explore in any
‘depth specific designs for community health centres where
- 'rew physical facilities‘are required. This'ar=a requires
‘further detailed study. However, our investigations and the‘
~e;€%ence we had presented to s{did lead to certain general
conclusions' Zi N

1. Cood design affects the'nays in which services
are provided within the facility and can educ:te profession-
als to do better nork sign can encourage or inhihit_group
_ 1nterrelationships by itsfphysical'layoutvand aesthetic
.qualities. It can indibate a sense of warm welcomerto the
'public and, hence, an‘openness7to their involvement. B
C e

Considerable research has been done on these’ .more subtle-

‘effects of design by arch\tects, engineers, and health

«

Ry
added by psychologists, sociologists, interior designers, snd‘

professionals, new dimensions offunderstanding are being

"others., Further co- operative research and demonstrgtion is
required in putting the essential lessons from these various
sources into practice, s
2. Choice, variation and adaptation of design to meeti
’the precise needs for a given community health centre.at any
given point in time may be enhanhed,by using industrial
‘engineering techniquesVincluding.newvcomputer applications,v

121
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3. The potential flexibility and econony of modern
building techniques, such as shell and modular construction,
and the use of standardized readily available and easily
iserviced equipment should be fully e plored

: .
' 4. Provinces should develop consultant services in

a . .\

the field of design, which go beyond the purely architectural
 and engineering aspects., A range‘of model plans should be .
':developed. With federal initiative a national clearing
‘hOUSe‘Of formation and ideas should be developed. The
interest and support of the professional groups and other
private organizations with special expertise in this field
LshOuld be actively developed through for example, seminars,
design contests, research and_demons@iation grants;
15;-.A11‘major7huildiné'and renovation should be

approved at thefdistrict'and;prOVinCial levels in the healthzi
‘services system to'aSSure local conditionspkstandards, e.¢,,

j

are met.



