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Preface

PURPOSE

The purpose of this book is to explore how human resources management
is applied in different healthcare settings. Each chapter explains both the
current state of human resources management as well as suggests possible
ways that human resources management could be altered in order to ad-
dress a chronic challenge or adapt to a changing situation. Each of the
chapters focuses on the major elements of human resources management,
as well as discusses ways in which human resources can be used in the
strategic planning of the organization. While the chapters individually
could be used as a human resources how-to guide for a particular sector of
the healthcare system, taken in its entirety the book offers a glimpse into
the myriad of ways human resources management is applied in the
healthcare setting and emphasizes its importance.

SCOPE

This book encompasses the human resource needs for the continuum of
health care. Public health organizations are the first stage of this contin-
uum as they attempt to prevent disease and disability. They do this
through efforts at the population level (Chapters 4 and 5) as well as
through efforts at the individual level (Chapter 10, 11, and 12). Managed
Care Organizations also provide many prevention services as well as serv-
ing as a gateway into the healthcare system (Chapter 7). As a diagnosis be-
comes more serious or involves more intensive treatment or specialty care,
healthcare may begin to take place in Hospitals (Chapter 8). And then as
individuals’ age and/or a disease or co-morbidities become chronic, care

may start to take place in Long-Term Care Settings (Chapter 9). This

Xix



XX PREFACE

book also acknowledges the different human resources needs of an
Integrated Delivery System (Chapter 6) with its attempts to coordinate
the continuum of care.

TARGETS

This book is aimed to be useful to both students and instructors in a vari-
ety of educational settings such as business colleges, nursing schools,
public health schools, medical schools, allied health institutes, and health-
care administration programs, and current human resource managers.
Students and instructors may find the book useful in its entirety in un-
derstanding the nuances of the applications of human resources in various
healthcare settings. Students and instructors in practice and not manage-
ment related fields may also find only specific chapters relate to their in-
terests. This also may be true for current human resource managers or
physicians operating in private practices or medical groups.

The book is written assuming little or no previous experience with hu-
man resources management. Chapter 3 is dedicated to a simple, but thor-
ough explanation of the common features of human resources
management. Technical terms both relating to human resources manage-
ment and the healthcare setting are explained in a way that even a novice
to both fields would understand.

ORGANIZATION

The first three chapters of the book offer an overview of the healthcare
sector and its employees and the importance and significance in studying
human resources. They also explain the essential components of human
resources management and highlight important issues in human resources
management in healthcare. The next eight chapters each deal with the
human resources practices and issues of a specific healthcare setting.
These eight chapters focus on recruitment, contract/agreement, training/
education/support, retention, performance evaluation, compensation,
legal/regulatory issues, and strategic planning. Each of these chapters be-
gins with a vignette that emphasizes the daily problems faced by human
resources in that setting. The final chapter of the book addresses the key
human resources challenges that have been identified in the eight setting
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specific chapters and offers an outlook for the future of human resources
in the healthcare settings.

The organization of this book by healthcare setting and not by human
resource function is what sets it apart from other books discussing health-
care human resources. Most healthcare human resource textbooks or
guides are grouped according to human resource functions, for example,
with chapters devoted to recruitment and compensation. By organizing
this book by healthcare sector, a more in-depth analysis of the particulars
of human resource management in the setting can be undertaken. It also
then becomes more readily useful for human resources practitioners in
each of the settings.

Leiyu Shi
Johns Hopkins University
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CHAPTER

Human Resources in the

Healthcare Sector
Leiyu Shi and Sarah Lindstrom

The healthcare industry is the largest employer in the United States and
by far the most labor-intensive. In 2002, the healthcare industry consisted
of 518,000 organizations that employed 12.9 million individuals.! The
healthcare sector accounts for 10.7% of all employment in the United
States, with 41% of the healthcare workforce being employed in hospi-
tals.! Besides being the largest employer, the healthcare industry is one of
the fastest-growing industries in the United States. Ten out of 20 of the
fastest-growing jobs are in health care, with 16% of all new job growth
occurring in the healthcare industry.!

This sector’s growth, size, and power are driven by an economy that
spends $1 out of every $6 on health care, or more than $3,000 per person
per year—$1,000 more than any other country.? The healthcare industry
is second only to the manufacturing sector in terms of its dollar volume.?
Healthcare costs exceed $1.3 trillion and consume almost 13% of the
U.S. gross domestic product (GDP).? The amount spent on the U.S.
healthcare system would make it the world’s eighth largest economy,® and
this amount seems to be rising, with projections that the health share of
GDP will reach 17.7% in 2012.% Private healthcare expenditure growth
in the mid-1990s was about 3—4%, but climbed to 8.4% in 2004.% This
growth rate is troubling, as overall economic growth has not kept pace:
The GDP growth rate was only 5.6% in 2004.

The continuing growth of the healthcare industry is primarily due to
two factors: increased use of technology and the continued aging of the
baby boomer population.
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Prompted by a specialist orientation in medical care and assisted by
much more lucrative reimbursement streams that favor technology and
specialization, the last few decades have seen significant developments in
medical technology and its increased availability and use. This advance-
ment in medical technology is most evident in the treatment of heart and
circulatory ailments.> While it has proven effective at extending the lives
of the sick (many with terminal illnesses), the new technology is invari-
ably costly, and investment in it typically comes at the expense of preven-
tive services, even though the latter might be more critical for improving
the health of the general population.? Evidence-based outcome research
on new technology is being advocated to identify beneficial technology
that is not worth the cost.”> Suggested evaluative questions include the
following:

How does the new technology benefit the patient?

Is it worth the cost?

Are the new methods better than previous methods, and can they re-
place them?

Is treatment planning enhanced?

Is the outcome from disease better, or is the mortality rate im-
proved?3 (- 22)

The second reason for the continuing growth of the healthcare indus-
try is the aging of the baby boomer generation. This cohort will begin
to reach retirement age in 2011. As the elderly are traditionally strong ad-
vocates of health care, the political importance of this group will begin to
affect the healthcare sector.® As they age, the baby boomers may also
place increased demands on the healthcare system. However, the extent of
this increased demand is not known for certain. Advances in medicine
and public health have created a generation of older people who are
healthier and less disabled than their counterparts in the past.” Of course,
these same advances have created a generation of elderly who expect to be
physically active.® Additionally, medical technology advances promise to
prolong the lives of chronically ill or severely injured patients.! While the
baby boomer generation may be a burden in terms of services utilized, the
medical technology improvements have resulted in a group of people who
will be less of a labor drain on the healthcare system. Given that the el-
derly now expect to be productive later in life, potential changes in Social
Security could increase the age of retirement and drop the earnings limit
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between the ages of 65 and 69. These changes will allow older employees
to work later in life.8

Due to the increasing size of the healthcare system and the costs associ-
ated with it, reforms are being instituted that will change the healthcare
industry from one dominated by providers” decisions, with no checks on
costs or quality of care and no regard for consumer satisfaction, to a
market-based system.? The market-based system encourages consolida-
tion and coordination of care to reduce costs and improve services.?
Coordination of care will make medical group practices and integrated
health systems a more prominent feature of the healthcare industry. These
trends have already resulted in most healthcare markets being dominated
by a relatively few insurance providers. With market control comes the
ability to compete for the business of large employers that are looking for
ways to decrease their insurance costs.? In this way, healthcare systems
create a cheaper product for both employees and employers, even as they
improve the quality of services offered. Along with changing the health-
care market, integrated systems and medical group practices will increase
the need for office and administrative support workers. !

These changes are not directed by a central entity, and the pace of
change has differed among various areas, depending on the type of ser-
vices offered and the system’s organizing body. The healthcare system is
massive, not only in terms of the number of organizations and the size of
the workforce, but also in terms of the multiplicity of entities providing
care. Figure 1-1 illustrates the potential providers of care, depending on
the nature of the disease.

Against this backdrop of growth and change, the healthcare industry
faces unprecedented challenges. Industry leaders and policymakers have
to figure out the answer to the fundamental question of how to maintain
and even enhance services to a growing population with increasingly
more chronic health problems, and to do so while dealing with increasing
financial constraints. In this chapter (and the rest of this book), we pro-
vide a human resources perspective while addressing this question.
Although other perspectives (including other managerial components and
policy, system, and culture) have to be considered, a clear understanding
of the human resources issues in the healthcare sector is a prerequisite for
instituting effective changes. Specifically, this chapter provides an
overview of the human resources issues in the healthcare sector, and the
remaining chapters focus on these issues in major public and private
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FIGURE 1-1 Providers Along the Continuum of Care

healthcare settings. We first identify the major human resources within
the healthcare sector. Next we summarize the managerial functions re-
lated to human resources. We then discuss the challenges facing human
resources professionals in the health sector and the legal environment in
which they function. Human resources issues related to specific health-
care settings are highlighted as well. Finally, we identify future trends that
will affect human resources development within the healthcare sector.

HEALTHCARE HUMAN RESOURCES

The healthcare industry is labor-intensive. The primary expenses for
healthcare organizations are their salary-related costs. Large numbers of
individuals are necessary to provide, record, and bill for the services pro-
vided to the patients. Contrary to common perception, the majority of
jobs in the healthcare industry require fewer than four years of college.!
More than half of all workers in nursing and residential care and one-
fourth of those employed in hospitals have a high school diploma or less.!
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While these jobs represent the majority of jobs, the healthcare industry
also employs some of the workforce’s most educated individuals as diag-
nostic and treatment practitioners.! Because of the high level of training
required for these professionals, healthcare industry employees tend to be
older than workers in other industries. The healthcare industry also has a
sizable number of employees (16%) who work part-time.!

The occupations encompassed by the healthcare industry can be di-
vided into professional and service occupations. This distinction would
cover three-fourths of all jobs in the industry, with the remainder of the
jobs belonging in office and administrative support and management,
business, and financial opemtions.1 Professional occupations include
physicians, surgeons, dentists, nurses, social workers, and allied health
workers. Service occupations include nursing aides, home health aides,
building cleaning workers, dental assistants, medical assistants, and per-
sonal and home care aides. While it is impossible to discuss all of the jobs
in the healthcare industry, this book will address a great many, albeit fo-
cusing more on the professional occupations than the service occupations.

Physicians

Physicians traditionally have been the focus of the healthcare industry.
They are the people who primarily evaluate and diagnose patients’ condi-
tions and prescribe treatment. As health care has advanced and become
more medically and technologically complex, more individuals are be-
coming involved in the evaluation, diagnosis, and treatment of health-
related problems. Eventually demand for physician services may decrease
due to this reliance on other providers.! Nevertheless, physicians still play
key roles in health care and are the symbolic icons of the industry.

Not all physicians practice medicine; some are involved in research to
find better methods to evaluate, diagnose, treat, and deliver health care.
Those who do practice must be licensed in the state where they practice.
A license requires graduation from an accredited school of medicine or os-
teopathic medicine (MD or DO degree). Following graduation, would-be
physicians have to pass a licensing examination and complete a supervised
internship/residency program.? Internship/residency is a form of paid on-
the-job training that usually occurs in a hospital. Because of the need to
fulfill these qualifications, it takes a long time to train a physician, and
this long lead time determines how rapidly a response can be made to a
physician shortage.
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Currently, there are 126 accredited schools of medicine and 20 schools
of osteopathic medicine in the United States. The differences between the
schools’ curricula and the types of doctors they produce deal less with ac-
cepted methods of treatment and more with philosophy. Osteopathic
medicine, which is practiced by DOs, recognizes the “interrelationship
between the body’s nerves, muscles, bones, and organs” and “applies the
philosophy of treating the whole person to the prevention, diagnosis, and
treatment of illness, disease, and injury.”!® MDs are trained in and prac-
tice allopathic medicine—a type of medicine that involves an active inter-
vention to alter a diseased state, in which the intervention might produce
its own effects (known as side effects).

Because of their holistic approach to medicine, most DOs are consid-
ered generalists. Most MDs are specialists, with those practicing in family
practice, internal medicine, or pediatrics being considered generalists or,
more commonly, primary care physicians. Primary care physicians are
usually the first to see a patient. They treat the person as a whole and
therefore are more aware of the interrelations between conditions. In con-
trast, specialists are concerned usually with a specific organ or situation.
With the advent of managed care, the gap between primary care physi-
cians and specialists has grown, as primary care physicians are used as a
“gatekeeping” mechanism. As a consequence, primary care physicians
typically must first evaluate a patient before the patient receives a referral
to a specialist.

Physicians work in a variety of settings. New physicians today are
much less likely to enter into a single physician practice and more likely to
take jobs in a managed care setting, an integrated system, or a group
physician practice. This book discusses physicians in the context of fed-
eral, state, and local governments; integrated delivery systems; hospitals;
long-term care; physician practices, community health centers; managed
care; and public health clinics.

Dentists

Dentists provide care for teeth and mouth tissue. A dentist’s duties might
include filling cavities, performing corrective surgery on gums, replacing
missing teeth with dentures, and providing preventive information on
diet, brushing, and flossing. Like physicians, dentists must be licensed to
practice. Licensure requirements include graduation from an accredited
school of dentistry with a Doctor of Dental Surgery (DDS) or Doctor of
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Dental Medicine (DMD) degree and completion of written and practical
exams. Specialty dentists may be required to obtain a specialty license in
certain states to practice.” Eight dental specialties are recognized by the
American Dental Association: orthodontics, oral and maxillofacial sur-
gery, pediatric dentistry, periodontics, prosthodontics, endodontics, pub-
lic health dentistry, and oral pathology.!!

Most dentists work in solo practices. As a consequence, they must over-
see many administrative tasks, such as bookkeeping, buying equipment,
and hiring staff such as dental hygienists and dental assistants to provide
preventive dental care (i.e., cleanings). The solo nature of most dental
practices reflects the fact that dentistry has been traditionally left out of
the healthcare industry’s cost and management structure decisions and,
therefore, has remained a cottage industry. In actuality, dentistry services
represent 7% of all healthcare expenditures.? The field of dentistry is ex-
pected to grow more slowly than the average for all occupations through
2012.! The baby boomer generation’s retirement, however, may provide
more opportunities for dentists, as older patients typically need more
complicated dental services. Dental offices may also find more of their
work centering on prevention efforts, which means greater demand for
dental hygienists and dental assistants. Another area of growth may lie in
providing dental services to underserved populations who do not have
dental coverage.?

Pharmacists

Pharmacists traditionally dispense medications prescribed by physicians
and nonphysician providers and provide information about usage to pa-
tients. Recently, pharmacists have begun to play a role in comprehensive
drug therapy management, which is a collaborative process of selecting
drug therapies, educating patients, monitoring patients, and continually
assessing outcomes of therapy. A license is required to practice pharmacy
in all 50 states; it is granted to graduates of one of the 85 accredited
schools of pharmacy (PharmD). Additionally, pharmacists must pass the
North American Pharmacist Licensure Exam (NAPLEX) and the
Multistate Pharmacy Jurisprudence Exam (MPJE) or, in California, the
California Pharmacy Jurisprudence Exam.

A pharmacist shortage was recognized in the 1980s.!? This shortage
was attributed to a rapid increase in the demand for pharmacists and an
inability to increase the supply of pharmacists due to limited slots for
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pharmacist education.!? Additionally, a downturn in pharmacy school
applications occurred during the 1990s.!> 12 This shortage of workers re-
sulted in sharp increases in salaries for pharmacists, especially in commu-
nity pharmacies, which have particular difficulty filling positions.!? New
developments in genome research and medication distribution and
greater coverage of prescription drugs by more health insurance plans and
by Medicare could result in an increase in prescription drug usage, which
could make the shortage of pharmacists even worse in the future.

Allied Health Workers

There are more than 200 allied health occupations; workers in these oc-
cupations represent 60% of the U.S. healthcare workforce.? These work-
ers assist physicians, dentists, and other health professionals in the
evaluation, diagnosis, and treatment of patients’ conditions. They are also
employed in health education, disease prevention, and environmental
health control. Allied health professionals can be classified into four (and
sometimes more) categories: laboratory technologists and technicians,
therapeutic science practitioners, behavioral sciences, and support ser-
vices.? Laboratory technologists and technicians are involved in the appli-
cation of highly technical procedures that aid in the diagnosis and
treatment of disease or in the monitoring of the effectiveness of treat-
ment. This category includes radiologic technologists, nuclear medicine
technologists, medical technologists, and cytotechnologists, among oth-
ers. Therapeutic science practitioners are involved in the treatment of pa-
tients. This category includes physical therapists, occupational therapists,
speech pathologists, radiation therapists, respiratory therapists, dietitians,
dental hygienists, and nonphysician practitioners. Behavioral scientists
are involved in health education and disease prevention activities.
Behavioral science professions include social workers, rehabilitation coun-
selors, and health educators. The support services category includes jobs
created to cope with the complexity of the healthcare system. These per-
sonnel usually work behind the scenes and include health information ad-
ministrators, dental laboratory technologists, electroencephalagraphic
technologists, food service administrators, and surgical technologists,
among others.

Training for allied health professionals depends on the type of job be-
ing performed. Laboratory technologists/technicians and support services
personnel usually require fewer than two years of secondary education,
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with most skills being learned on the job. Jobs in the therapeutic science
practitioners and behavioral sciences fields usually require a bachelor’s or
master’s degree and accreditation by the field’s professional body.

Nonphysician Practitioners

Nonphysician practitioners (NPPs) provide healthcare services in areas
similar to those of physicians, but do not have an MD or DO degree.
They include physician assistants (PAs), who provide care under the di-
rection of a physician; nurse practitioners (NPs), who provide mostly pri-
mary care; and certified nurse midwives (CNMs), who are involved in
gynecological and obstetric care. In 2001, 103,600 NPs and PAs prac-
ticed medicine, as well as 8,000 CNMs. 13

PAs are trained to perform diagnostic, preventive, and therapeutic ser-
vices, as delegated by a physician. In 47 states and the District of
Columbia, they can prescribe medication. While PAs must work under
the supervision of a physician, the level of supervision may differ depend-
ing on the setting. For example, in rural or inner-city areas, the physician
may be present only one or two days or by phone consultation. Most PAs
work in primary care settings and provide evaluation, monitoring, diag-
nostics, therapeutics, counseling, and referral services.!4 Others specialize
in general or thoracic surgery, emergency medicine, orthopedics, and geri-
atrics.! Most PA programs take two years to complete and require two
previous years of college and some healthcare experience.

NPs are the largest group of nonphysician practitioners, although their
new enrollments are gradually declining.!® These registered nurses (RNs)
have completed some additional training (either a certificate program or a
master’s degree), allowing them to practice in an expanded capacity. Most
NPs must also complete clinical training in direct patient care to be certi-
fied. NPs are primarily interested in patient education and spend extra
time with patients to help them understand their role in their treatment.
Their specialties include pediatric, family, adult, psychiatric, and geriatric
medicine.

Certified nurse midwives are RNs with additional training from a
nurse midwifery program. They are certified by the American College of
Nurse-Midwives (ACNM). CNMs provide care for normal expectant
mothers, and refer abnormal or high-risk pregnancies to physicians or
jointly manage their care. CNMs are less likely to continuously and elec-
tronically monitor a birth, induce labor, or use epidural anethesia.
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Nurses

Nurses provide primary care to patients in both hospital and clinic set-
tings. Duties for nurses differ, depending on the type of setting in which
they work. Nurses work in hospitals, nursing homes, private practice, am-
bulatory care centers, community and migrant health centers, emergency
medical centers, managed care organizations, worksites, government and
private agencies, clinics, schools, retirement communities, and rehabilita-
tion centers. Because of the trends toward discharging patients from hos-
pitals faster and performing many procedures in outpatient settings,
nurses are increasingly being employed by outpatient centers and home
healthcare organizations.

Nurses must be licensed to practice. Licensure is achieved by graduat-
ing from an accredited nursing school and completing a national exam.
Two levels of practice are distinguished among nurses. Registered nurses
(RNs) complete an associate degree, a diploma program, or a baccalaure-
ate degree; these programs take between two and five years to complete.
Licensed practical nurses (LPNs) complete a state-approved program that
lasts about one year.

HUMAN RESOURCES: FUNCTIONS

Like other service industries, the healthcare industry aims to provide ser-
vices to people. Unlike in most service industries, however, the work pro-
vided is actually on the person who seeks assistance. This level of trust
mandates an intimate relationship, one whose intimacy has recently been
protected by legislation (the Health Insurance Portability and
Accountability Act). People skills, it can be argued, are not just important
for employees of the healthcare industry, but imperative.

The human resources department of any healthcare entity is responsi-
ble for the people side of the business. Not only must the human re-
sources department protect and encourage the quality of the patient’s
relationship with the healthcare entity, but it also must protect and en-
courage the quality of the employee’s relationship with the healthcare en-
tity. For employees of the healthcare industry to provide compassionate
and considerate care, their job satisfaction is important. In this section,
we summarize the major managerial functions surrounding human
resources.
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Strategic Planning

Strategic planning is a process of matching the human resources of an or-
ganization with its goals and objectives. It implies an active process of de-
termining key personnel and skills needed for the attainment of
organizational progress. When this determination is made, gaps in per-
sonnel and skills can be discovered and can guide recruitment or training
programs. In strategic human resources planning, the human resources
department is an important member of the executive committee.

Recruitment and Selection

Effective recruitment and selection allow hiring of the best candidate with
the needed skills. Recruitment efforts should be tailored to attract the de-
sired candidates and should use recruiting avenues that have the greatest
possibility to attracting these individuals. When recruiting for new posi-
tions, it is important to recruit internally as well as externally, because a
member of the current staff may be appropriate for the position or may
know someone who is qualified for the position. One advantage of inter-
nal recruiting is that the staff member already knows and presumably fits
into the organizational culture. Organizational culture consists of the ex-
ternal environment, which shapes the economic situation of the organiza-
tion; the organization’s values or philosophy; the current staffing
situation; the rites and rituals of the organization, which are manifested in
its daily routine; and the organization’s network of communication.

Retention

Recruiting and selecting the “right” people will help greatly with reten-
tion of staff. While it is important to ensure that new recruits will fit into
the organizational culture, it is also critical to assess the organizational
culture to ensure that it is not a source of retention problems. For exam-
ple, doctors’” lack of respect for nurses in some organizations, as well as
system-wide, has created a retention problem for nurses. The process of
recruitment, selection, and training is intensive and expensive, in both ac-
tual costs and opportunity costs, and should be avoided if at all possible.

Compensation and Benefits

One factor that will enhance retention of workers is high compensation
and—perhaps even more important than compensation—good benefits.
Compensation is usually based on the education and skills needed to
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perform the job. However, in this age of professional shortages and com-
petition for certain types of healthcare providers, compensation for cer-
tain classes of professionals has been elevated as a recruitment strategy,
and many organizations are also offering hiring bonuses. Likewise, orga-
nizations now recognize the importance of nonmonetary incentives and
rewards and are structuring their benefits packages to include not only
health care, but also childcare services and gym memberships.

Performance Evaluation

Performance evaluation is a way to define the level of competence of an
employee as measured against a certain standard level of skills and knowl-
edge. In the busy environment of health care, performance evaluation is
reported to be difficult, in terms of both finding the time to assess an em-
ployee’s performance and actually attaining a meaningful evaluation. To
encourage the practice of performance evaluation, many healthcare or-
ganizations—especially integrated healthcare systems—are implement-
ing, “pay for performance” compensation plans. Pay raises in these
systems and perhaps even base pay are linked to quantifiable skills and/or
results. Pay for performance can be based on individual, team, or organi-
zational goals.

Training and Education

Due to the highly regulated environment in which health care operates,
training and education are not merely important for organizational effi-
ciency, but mandated in many cases by the Joint Council on Accredita-
tion of Healthcare Organizations (JCAHO). Many healthcare providers
are required to pass yearly competency examinations to prove they possess
certain skills. Besides satisfying such legal obligations, training and educa-
tion are important to stay abreast of new technological developments.
Given the rapid pace of healthcare information growth, keeping staff up-
to-date on new developments in diagnostic and treatment information
and technology is challenging. It is the human resources department’s
duty to ensure that the organization has this knowledge.

Legal and Regulatory Issues

In addition to training and education mandates, healthcare organizations
must be cognizant of the legal and regulatory issues related to human re-
sources in general, especially safety of the workplace and union regula-
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tions. Because of the potential for exposure to blood-borne pathogens and
radiological substances, healthcare organizations must have appropriate
safety measures in place to protect against any injury, as well as appropri-
ate training to facilitate the use of these safety measures. These measures
also protect the organization from unionization. Specific legal issues af-
fecting the human resources practice in healthcare organizations will be
discussed later in this chapter.

Figure 1-2 highlights the interconnectedness of human resources func-
tions. It shows that human resources management does not occur in a
vacuum, but rather in an environment governed strictly by laws and regu-
lations coming either from the federal or state government or from within
the organization itself. In this environment, the human resources func-
tions are fluid, with the success of and need for one component being de-
pendent on another component. For example, who is recruited and
selected is determined by the staffing needs identified via strategic plan-
ning. Whether the desired individual actually accepts the offered position
is determined by the compensation and benefits package. If the individual

Legal and Regulatory Environment

Recruitment and
Selection

!

Compensation and
Benefits

Strategic Planning Performance ____ o
Evaluation and Education

Retention &

FIGURE 1-2 Integrated Human Resources Functions
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accepts the position, his or her training and education needs will be de-
termined by strategic planning indicators and the individual’s current skill
set. Successful recruitment and selection and training will, in turn, im-
prove retention.

HUMAN RESOURCES: CHALLENGES

Health care is essential, so much so that care at certain levels is mandated
by the government, and the elderly and poor populations, who are least
likely to receive health insurance through an employer, are covered by
government-sponsored insurance programs. Increasing awareness of the
importance of preventive health care and the cost savings associated with
such care is furthering discussions about how to change the healthcare
system to be more proactive toward health. However, while the system re-
alizes the importance of preventive efforts, new technological advances
are simultaneously pushing the system toward treatment and curative
focuses.

The United States has the most expensive healthcare system in the
world. Because it is primarily a market-based system, cost is an important
driver of change. However, change is difficult to achieve due to the com-
plex nature of the healthcare system and its myriad stakeholders, whose
interests frequently conflict. As most of the cost of health care lies in hu-
man resources, the study of the human resources issues of health care
takes on an urgent nature. Some of the critical issues affecting the health-
care labor force are discussed in this section.

Increasing Demand

Demand for health care is determined by the amount of services for
which patients will pay. This demand is influenced by insurance status,
access to health care, health status, advice from providers, age, gender, and
education. Given the changing demographics of the U.S. population, as
well as the changing nature of disease, it is not surprising that the health-
care system is experiencing increasing demand. As mentioned earlier, the
baby boomer generation will be at retirement age in 2011. As this large
segment of the population ages, they will place greater demands on the
healthcare system because of the increasing number of elderly individuals
with chronic diseases. In 1999, more than 15% of Medicare beneficiaries
reported having in excess of five chronic conditions.!® Chronic condi-
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tions require more care. A 65-year-old with one chronic condition spends
$1,000-$2,000 more on health care than a similar adult without a
chronic condition.!” Additionally, as care for chronic diseases improves
and individuals with chronic disease live longer, these patients will con-
sume a greater proportion of care given through the healthcare system.

Outdated System

The increased demands have made evident the fact that the U.S. healthcare
system was designed for the treatment of acute diseases and, in its current
state, cannot handle the continuous and coordinated care needed for chronic
diseases.!® 19 A system designed for acute care focuses on diagnosing the im-
mediate problem and offers a treatment that will “fix” the problem in a short
amount of time. It is not designed to encourage self-management skills or
patient tracking.!® System shortcomings have resulted in poor-quality health
care, with fewer than half of all asthma, hypertension, diabetes, and depres-
sion patients receiving appropriate care.'8

The system is also technology oriented, which, for the diagnosis and
treatment of chronic diseases, has resulted in skyrocketing costs. These ex-
treme costs have hindered healthcare access for patients with insurance
(high copayments) and made it especially difficult for patients without in-
surance to obtain care. More than 45.8 million Americans currently lack
healch insurance.?? These individuals have difficulty finding health care,
especially preventive care, and are forced to seek the majority of their care
from more expensive providers, such as hospital emergency rooms, which
further escalates the overall cost of health care.

Medical reimbursement favors specialty care and treatment of patients
with comorbidities. Preventive care, that delays onset of diseases or re-
duces symptoms, does not pay off to the practitioners.

Erosion in Caring and Personal Touch

Today there is a growing concern about the lack of human involvement—
the doctor’s touch—in the healthcare system. New technologies have al-
tered almost every aspect of care and have replaced services that once were
administered by the doctor. While these technologies may be as effective as
the doctor’s care, they do not offer the same level of personal attention. This
depersonalization, along with the increasing regulation of care by insurance
companies, has furthered the notion that the healthcare system is a business,
all about science and the bottom line, and one that is abandoning the art of
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caring. There are also increasing concerns that many of the new technolo-
gies are not cost-effective and that their benefits to society do not outweigh
their costs, especially when opportunity costs are considered.?!

Increasing Dissatisfaction

In addition to the public concerns about the healthcare system, there is a
growing dissatisfaction with the healthcare system within the healthcare
sector. Physician satisfaction has been shown to consist of five domains:
income, relationships, autonomy, practice, and broader market environ-
ment.?? Managed care has greatly affected physician autonomy, by limit-
ing which services are covered or requiring extensive preauthorization, as
well as physician income, through prepaid capitation and other price-
controlling mechanisms. High malpractice premiums have also dimin-
ished physician satisfaction, by changing the nature of the relationship
between the patient and the provider, and by decreasing physicians in-
come.?? By contrast, unhappiness with the healthcare system due to the
long and hard work hours has been associated more with nurses than with
physicians.?? This dissatisfaction is partly contributing to the difficulty in
recruiting nurses, which is also explained by their low and variable levels
of compensation and the stressful environments in which they work.??

Shortages and Surpluses

In the professional occupations, some concern has been voiced about ei-
ther an over- or under-supply of certain types of personnel. Because these
professions require a tremendous amount of training, it is important to be
able to predict the need for certain types of workers ahead of an actual cri-
sis. The most pressing shortage among the healthcare industry’s profes-
sional occupations is for nurses. There has been a 30-year decline in
interest in nursing as a profession.?? In addition to the adverse working
conditions, the nursing shortage has been attributed to the poor state of
physician—nurse relationships, demeaning media stereotypes, and hospi-
tals’ cost-cutting strategies.” Physicians often do not appreciate the fact
that, although they may have more knowledge of disease processes, nurses
have more in-depth nursing knowledge and a “local” understanding of
how each patient is coping with the treatments he or she is receiving.
Television shows and movies often portray physicians positively, as au-
thority figures and as spokespersons. Few nurses are portrayed in the same
way. Hospital cost-cutting tactics, such as the introduction of hospital
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reengineering and the development of clinical pathways intended to re-
duce headcounts and substitute less skilled personnel wherever possible,
have also contributed to the ongoing nursing shortage.

Because of this declining interest and lack of new nursing recruits, the
nursing profession is one of the top 20 occupations that will be affected by
the baby boomers’ retirement.?3 The aging of the baby boomers will also in-
crease the need for nurses, especially in long-term care settings.! The Bureau
of Labor Statistics reports that employment of registered nurses is expected
to grow faster than the average for all occupations through 2012.! Besides
problems related to the low growth rate for the nursing workforce, health-
care organizations have struggled to retain nurses. Job satisfaction among
nurses is low. Nurses are frustrated with having little control over different
aspects of their jobs.?> Additionally, nursing wages have not kept pace with
inflation, and the primary way for nurses to increase their salaries is to gain
more education and leave the field to take on administrative jobs.?3
Suggestions for both recruitment into the nursing profession and improved
retention include enhanced career ladders, better wages, flexible hours, and
the provision of child care.?3 The real key, however, may lie in a better
physician—nursing relationship and management recognition of nurses’ pri-
mary (rather than subsidiary) role in healthcare delivery.

Determining the future need for professionals has been made even
more difficult by the tremendous specialization that has taken place
among professional occupations, which is most obvious in the growing
abundance of allied health professionals.! Allied health professions have
begun to license their scopes of practice, requiring expanded time in pre-
professional curricula, and exert tighter control over the accreditation
processes for training programs.! This increased specialization, in combi-
nation with the adoption of new technology (which may have been made
possible by the increased specialization), have made the allied health pro-
fessions the fastest-growing occupational group in the United States, with
a 144% growth rate from 1970 to 1990.! In response to this intense spe-
cialization and the costs that it brings, the healthcare system has made an
effort to train multiskilled healthcare providers.

One driver of the growth in the allied health professions is the trend
for clinical work to move to the least costly practitioner. This shift has
resulted in increased employment of nonphysician clinicians. In the past
decade, the number of patients seeing a nonphysician provider has increased;
however, this trend seems to reflect more patients seeing both a nonphysician
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and a physician.?> The use of nonphysician clinicians was supposed to ad-
dress a shortage of physicians for underserved populations. In reality, this
does not appear to be the case, as those patients who are more likely to see

nonphysician clinicians tend to be white, be wealthy, and have insurance.?’

Assessing physician shortage or surplus, achieving an appropriate mix
of primary care and non—primary care physicians, a maldistribution of
physicians between urban and rural areas, and a lack of minority physi-
cians are critical health manpower issues that medicine has struggled with
for the past 25 years.?®

Physician Shortage/Surplus

In 1980, the Graduate Medical Education National Advisory Committee
(GMENAC) concluded that the United States had a current surplus of
physicians.?® This surplus was expected to become even greater with the
beginning of managed care and its emphasis on primary care providers
and gate-keeping. In 2000, there were 780,000 physicians in the United
States, about 140,000 more than the GMENAC had predicted.26
However, even with the overabundance, a physician surplus does not
seem to exist; indeed, there are indications that a shortage may exist. The
shortage is especially pronounced for those uninsured, publicly insured
(particularly Medicaid), and under-insured. Unfortunately, just training
more physicians is unlikely to resolve this shortage.

The initial concern regarding a shortage of physicians in the 1980s was
accompanied by worries about the ratio of primary care physicians to spe-
cialists due to the expected impact of managed care. This concern led to
numerous federal and state policies designed to encourage doctors to
choose primary care and resulted in an increase of primary care physi-
cians, although the ratio never stabilized at the proposed 50/50 split.2
The United States still lags behind other industrialized countries when it
comes to having a balanced primary and specialist care physician work-
force, despite growing evidence linking primary care to better population

health and specialist focus to adverse health outcomes.?’-33

Provider Maldistribution

For the past 70 years, the ratio of physicians in rural areas versus urban lo-
cations has steadily declined.3¢ This trend has been attributed to the social
and cultural isolation of practicing in a rural location, the greater availabil-
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ity of hospitals and technology in urban areas, and physicians’ desire to en-
joy urban affluence.3° In rural communities of about 10,000 people, there
is a physician-to-person ratio of 6/100,000. In urban areas, this ratio is
300/100,000.37 Physicians who were raised in a rural area or who received
training from a medical school with a mission to train rural physicians are
more likely to practice in rural areas.3” This awareness has led to a call for
medical schools to recruit more rural medical students and include rota-
tions in rural areas.3” Additionally, osteopathic physicians are more likely
to practice in rural locations.?” In another effort to encourage rural physi-
cians, the National Health Service Corps offers loan repayment for med-
ical graduates who practice in underserved areas, called health professional
shortage areas (HPSAs). Some HPSAs are also located in urban areas.

Provider Diversity

In 1999, African Americans and Hispanic Americans each accounted for
approximately 12% of the population in the United States; however, they
made up only 2.6% and 3.5%, respectively, of the physician workforce.
Native Americans are even more disproportionately represented; they
account for 0.7% of the population but only 0.1% of all physicians.?8
Diversity in the physician workforce is important because it improves cul-
tural competency. Cultural competency is the ability to understand how
cultural and ethnic backgrounds affect the reasons patients come in for
care, their perceptions and views about disease and treatment, and their in-
teractions with the medical care setting. Another important reason for in-
creasing the number of minorities in the physician workforce is that
African American, Hispanic American, and Native American physicians
are more likely to treat large numbers of minorities.’® Given that the ma-
jority of the United States’ designated HPSAs have large minority popula-
tions, it is reasonable to assume that an increase in the number of minority
physicians would decrease the shortage of physicians in critical areas.

Emphasis on Efficiency

In the midst of the increased demand, staff shortages, and supply distri-
bution issues, there has been an increasing demand for the healthcare sys-
tem to become more efficient and productive. The impetus to achieve
greater efficiency is driven by the desire to reduce the costs of health care.
“A technically efficient healthcare system would only deliver care that
improves health status and in a way that minimizes the use of society’s
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resources.”?? In our market-based system, providers, insurance companies
(including the government), and even patients all have an incentive to re-
duce costs.

Use of Electronic Medical Records

One trend related to efficiency is the greater reliance of electronic medical
records (EMRs). EMRs are supposed to reduce paperwork, eliminate lost
or misfiled medical records, ensure accuracy, and reduce medical errors.40
The use of EMRs, however, has created concerns about the privacy of
health information. To ensure that privacy is protected in this information
era, Congress enacted the Health Insurance Portability and Accountability
Act of 1996. Besides computerized medical records, technology has sought
to improve efficiency and quality by installing error-prevention capabilities

in pharmacies and using clinical reminder systems.

Medical Errors

The quality of our healthcare system has been put into doubt by medical
errors that harm millions of Americans each year. Although some errors
are due to incompetence of individual providers, the vast majority of er-
rors are attributable to system deficiencies. In the drive for efficiency, sys-
tems still need to include checks to catch human errors. Maintaining
quality care has become increasingly difficult as knowledge and technol-
ogy have expanded, requiring the provider to know and do more. The
Institute of Medicine, in its report, Crossing the Quality Chasm: A New
Healthcare System for the 21st Century, has suggested six aims for improve-
ment: safety, effectiveness, patient-centeredness, timeliness, efficiency,
and equitable provision of care.!” The human resources manager must ad-
dress these tasks.

THE LEGAL ENVIRONMENT

To understand the legal and regulatory environment facing healthcare
sector human resources, it is necessary to be aware of the laws and regula-
tions that apply to the various human resources functions.

Federal Equal Employment Opportunity Laws

Title VII of the Civil Rights Act of 1964 prohibits employment discrimi-
nation based on race, color, religion, sex, or national origin. The Civil
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Rights Act of 1991 amended Title VII to allow for recovery of compensa-
tory and punitive damages for violations of Title VII and the Americans
with Disabilities Act.

The Americans with Disabilities Act of 1990 requires employers of
more than 15 employees to provide individuals with disabilities an equal
opportunity for employment-related benefits. This act prevents discrimi-
nation in recruitment, selection, compensation, promotion, and social ac-
tivity. It also mandates that employers make accommodations for physical
and mental disabilities unless it results in undue financial and administra-
tive hardships.

The Equal Pay Act of 1963 prohibits sex-based wage discrimination for
male and female employees of the same company performing similar
functions.

The Age Discrimination in Employment Act of 1967 prohibits em-
ployment discrimination against potential or current employees over the
age of 40. It especially protects workers from being fired or forced to retire
simply due to their age.

General Employment Laws

The Fair Labor Standards Act of 1938 established minimum-wage, over-
time pay, record-keeping, and child labor standards. This act applies to
both full- and part-time workers in both the private and public sectors. It
sets the minimum wage at $5.15 per hour for nonexempt employees and
mandates payment of 1.5 times an employee’s regular salary for time
worked over 40 hours.

The Social Security Act of 1935 provided the mechanism for a social
insurance program funded through a dedicated payroll tax. After workers
retire, they are eligible for a monthly payment that depends on their cu-
mulative earnings record. The act also provides for continued payment for
surviving spouses and/or children of deceased workers and a graduated
payment due to loss of earnings due to disability. In 2005, the tax was
6.2% of the first $90,000, paid by the employee, and a matching contri-
bution paid by the employer.

The National Labor Relations Act of 1935 protects the right of employees
to organize and bargain collectively with their employer. The act prohibits
discrimination in hiring, compensation, or promotion based on member-
ship in a union and establishes rules of conduct for both the employer and
the union. In health care, these requirements include a mandatory advance
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notice of strike or picketing to ensure that the healthcare organization has
time to organize for continued patient care.

Benefits
The Employment Retirement Income Security Act (ERISA) of 1974 sets

minimum standards of protection for pension and health plans voluntar-
ily established by private industry. ERISA requires employers to provide
comprehensive information about the plans, gives responsibilities to those
who manage the plans, and allows employees to submit grievances and
sue based on a breach of those responsibilities.

The Consolidated Omnibus Budget Reconciliation Act (COBRA) of
1986 gives employees and their health dependents the right to continue
their health benefits for a limited amount of time. Qualified individuals
may be required to pay up to 102% of the cost of benefits. Voluntary or
involuntary loss of a job, transition between jobs, reduction in hours
worked, death, and divorce qualify as events that would allow for the con-
tinuation of health benefits.

The Family and Medical Leave Act of 1993 requires employers to grant
up to a total of 12 weeks of unpaid leave during any 12-month period.
The following reasons qualify an employee for leave: birth and care of a
newborn child, placement of a son or daughter for adoption or foster
care, care for an immediate family member with a serious health condi-
tion, or medical leave when the employee is unable to work due to a seri-
ous health condition.

Safety

The Occupational Safety and Health Act of 1970 requires employers to
provide a place of employment that is free from hazards that are known
to cause death or serious harm, such as exposure to toxic chemicals, exces-
sive noise levels, mechanical dangers, heat or cold stress, and unsanitary
conditions. The act also mandates that the Secretary of Labor establish
and regularly review work safety standards.

Worker’s compensation laws provide compensation to employees who
are injured, disabled, or killed while performing a job. Some of these laws
also provide for reimbursement for medical care following a work-related
injury or disability and eliminate the liability of co-workers. Worker’s
compensation laws are the domain of state governments and therefore
vary between states.
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Health-Related Regulations

The Health Insurance Portability and Accountability Act (HIPAA) of
1996 protects coverage for members of group health plans. It prevents
discrimination against employees based on health status and allows for
the purchase of individual insurance after COBRA benefits have been ex-
hausted. The act also required medical records to be computerized by
October 2003 to better ensure the privacy of patients’ health information.

MAJOR HUMAN RESOURCE’S ISSUES IN
THE HEALTHCARE SETTING

The preceding sections dealt with human resources and legal issues facing
the healthcare sector globally. This section highlights human resources
challenges for specific healthcare settings, which will be discussed in-
depth in later chapters of this book.

The Public Sector (Chapter 4)

The public sector (including federal, state, and local levels) has tradition-
ally played a subsidiary role to the private sector in healthcare delivery.
This position has caused the federal and state governments’ involvement
to consist of “stop-gap” programs that are not rationally developed.
Because these programs are implemented as add-ons to private sector pro-
grams, there is a lack of coordination, both between the private sector and
the government and among the government programs themselves, which
occasionally results in the duplication of certain services and in attention
to most other needed services. This lack of coordination is partly caused
by the turnover in key staff with each change of the presidential adminis-
tration. In addition, these programs are susceptible to funding cuts in
times of economic downturns, as public health is generally considered a
low-priority area.

The Public Health Sector (Chapter 5)

Public health departments at the state and local levels are responsible for a
multitude of diverse issues. While certain public health problems require
constant attention, others are deemed important due to a sudden out-
break or for a political reason. The federal government, through both reg-
ulation and funding, sets many of the state and local public health
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departments’ priorities. State and local public health departments are also
considered low priority and often find their funding cut. As a conse-
quence, state and local public health workers are poorly paid, which
makes recruitment and retention difficult. This issue will emerge as an
even greater problem in the next few years, when the majority of the pub-
lic health workforce will reach retirement age.

Integrated Delivery Systems (Chapter 6)

For integrated delivery systems (IDS) to be effective, strategic planning is
paramount. If IDS hopes to be financially viable and improve the coordi-
nation of patient care, the various aspects of the healthcare system must
work together efficiently. This working relationship is determined by the
level of functional, clinical, and physician integration and the presence of
an integrated information system. Achieving such a level of integration
will be costly and difficult to obtain. In addition, maintaining a cost-
cutting focus while ensuring effective staffing and a supportive organiza-
tional structure can be difficult.

Managed Care Organizations (Chapter 7)

Managed care providers assume financial responsibility for their patients’
care and, therefore, have an incentive to provide quality care at the lowest
cost possible. However, there has been a backlash against heavily regulated
care models. In response, managed care organizations (MCOs) are re-
working their structures to support patient decision making about cost.
This revised role might include copayments and premium shifts or the
use of preferred provider organizations (PPOs) rather than health mainte-
nance organizations (HMOs). In another effort to reduce costs, MCOs
also try to use the lowest-cost provider to deliver services, such as non-
clinician providers. Many MCOs are also using nurses in nontraditional
roles to design wellness and disease management programs in an attempt
to reduce the costs of treating chronic diseases.

Hospitals (Chapter 8)

Hospitals have long been the cornerstone of the healthcare industry. The
majority of healthcare expenses are incurred in hospitals, and the majority
of healthcare workers work in hospitals. Simply because of the sheer num-
ber of staff required in these facilities, professional staffing shortages—
especially nursing shortages—are a major issue facing hospitals. Nurses
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often leave the hospital to work in less stressful environments that allow
them to have more professional autonomy, such as outpatient clinics.
Hospitals are also concerned about the transfer of many types of proce-
dures and care to these outpatient settings, and many are partnering with
outpatient clinics in an effort to increase their revenues.

Long-Term Care Facilities (Chapter 9)

An aging population will require greater assistance for individuals as they
lose some of their functional capacity. In the past, this care was provided pri-
marily by nursing home services that would house, feed, and deliver nursing
care to their clients. Recently, because of the high cost of care, limited insur-
ance coverage, and perceived quality-of-care issues, many new types of long-
term care have emerged. These new delivery arrangements include adult day
care, home health care, assisted living services, and hospice services. Nursing
homes must compete with these new providers for clients. However, these
new providers have also encountered financial pressures, as Medicare has
capped the number of visits and reimbursement levels.

Community Health Centers (Chapter 10)

Community health centers are safety-net providers offering primary care
to vulnerable populations, such as uninsured or underinsured individuals,
racial and ethnic minorities, and low-income patients. These health cen-
ters face unprecedented challenges as public funding sources dry up while
the demand for care from a growing indigent population increases. In
addition, recruiting and retaining healthcare providers to work in under-
served areas is a constant battle. To continue serving vulnerable popula-
tions, health centers must work to identify new funding sources,
continuously improve the quality of health care, deliver health care in a
cost-effective manner, and ensure that their compensation packages for
providers are competitive.

Physician Practices (Chapter 11)

A physician practice is a group of three or more physicians who share op-
erating expenses and income. This type of collaboration is seen as a neces-
sity, given that reimbursement rates have been on the decline and
malpractice insurance costs are rising, which has decreased physicians’ in-
come. Additionally, the cost of operating a physician’s office is increasing
due to the trend for more complicated procedures to be performed in
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outpatient settings; such procedures involve more staff and require more
expensive equipment. Pooling of resources and sharing of these overhead
costs are, therefore, major benefits of a physician practice arrangement.

Public Health Clinics (Chapter 12)

Public health clinics are operated by local public health departments or
municipality governments and are the only health agencies to heavily
emphasize prevention of disease and disability. Recently, these facilities
have begun to offer bioterrorism-related programs in response to pres-
sure from local government officials. It is also the responsibility of public
health clinics to provide emergency screening or care in the event of an
emergency. However, public health clinics are also finding that they are
serving more of a transitional role in care due to expansions in Medicaid
and the State Children’s Health Insurance Program. Unfortunately, be-
cause of state and local budget constraints, many of the facilities have
stopped offering primary clinical services. These local clinics are at-
tempting to partner with a variety of other organizations to help provide
care.

THE FUTURE OF HEALTHCARE DELIVERY

Human resources management is an important component of healthcare
delivery. In large and small healthcare organizations alike, human resources
personnel are being asked to coordinate or participate in strategic planning
exercises to address and anticipate problems with the delivery of health-
care. More and more, the importance of human capital is being recognized
as essential for the success and stability of healthcare organizations.
Human resources management is needed to prepare for the anticipated
demands of the baby boomer generation. The aging of this cohort will
most likely place an increased burden on the healthcare system, with an
increased number of chronic diseases being thrown into the case mix. To
successfully treat these patients, especially those with more than one
chronic condition, healthcare providers must stay current on evidence-
based guidelines, and healthcare organizations must have systems in place
to ensure that these evidence-based guidelines are implemented for each pa-
tient. Human resources management will also need to promote healthcare
settings that encourage self-management skills for patients. This might
involve increasing the number of nonphysician clinicians. Nonphysician
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clinicians’ time is less costly, and their focus tends to be more on patient
education. Additionally, the patient (especially the older patient) will view
this extra time and “caring touch” positively.

Another important issue human resources must address is the increas-
ing dissatisfaction of healthcare providers. Healthcare organizations need
to become more politically active in addressing the issue of malpractice
insurance for physicians. Besides encouraging governmental regulation,
healthcare organizations could offer to pay part or all of practicing physi-
cians’ malpractice insurance. These organizations also need to find ways
to encourage both the recruitment and the retention of nurses. A nursing
shortage currently exists because of discontent with wages, which makes it
difficult to recruit new nurses, and because of difficulty in holding on to
nurses, who are often frustrated with the lack of career advancement op-
portunities and the job’s long hours. Increasing pay for nurses, instituting
career ladders, creating a more collaborative environment between physi-
cians and nurses, and offering flexible schedules are all ways human re-
sources managers in healthcare settings could try to improve nurse
recruitment and retention.

Rural and urban area healthcare organizations face recruitment and re-
tention problems for both nurses and physicians. To persuade physicians
to practice in these areas, healthcare organizations need to encourage
medical schools to recruit from rural and urban areas. This trend would
improve the physician supply in these areas, as physicians born or raised
in rural or urban areas are more likely to practice in these settings. It
would also improve the diversity of the physician workforce, as recruiting
in urban areas would primarily recruit African American and Hispanic
American medical students.

The healthcare system must address all of these problems within an in-
creasingly strict regulatory and legal environment. It is paramount that hu-
man resources management be involved in any change to ensure that the
change satisfies the legal and regulatory boundaries. There is much oppor-
tunity for change in the healthcare system, but such change will require the
appropriate vision and the right human capital.
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CHAPTER

The Practice of Human
Resources Management
in the 21st-Century
Healthcare Organization

Steven D. Berkshire

While the opening chapter has provided an overview of human resources
in the healthcare sector, this chapter concentrates on some current issues
affecting the practice of human resources management, discusses the chal-
lenge of finding and retaining competent people, and points to where hu-
man resources go from here.

CURRENT ISSUES

People are at the heart of any healthcare organization, whether that or-
ganization is a major research teaching hospital, a primary healthcare
clinic in the inner city, the county public health office, or a health main-
tenance organization. All too often, administrators, third-party payers,
government, and even boards of directors see only the patients and tech-
nology. In reality, as all healthcare professionals know, it is the people be-
hind the technology, treatment protocols, services, and activities of the
organization who ensure quality care. How healthcare organizations man-
age and invest in their human capital truly impacts the quality of care and
services provided.

31



32 CHAPTER 2 PRACTICE OF HUMAN RESOURCES MANAGEMENT

The way in which healthcare organizations structure and manage hu-
man resources is probably more important as we enter the 21st century
than it has ever been. The world of the 21st century affects the manage-
ment of human resources as much as it does the practice of medicine or
the provision of public health services to the citizens of a community.
How managers respond to employment issues, compensation planning,
performance management, and employee relationship issues is affected by
changes in the economic and social environments that healthcare organi-
zations find themselves in. Obviously, third-party reimbursements come
to mind as a major contributor to managing people—how many people,
of what skill level and profession, are needed to cost-effectively deliver
care and services without adversely affecting quality. Medicare and
Medicaid reimbursement and quality standards have much to say about
the numbers of professionals needed and the skill levels at which they
must perform. Consumer demands on healthcare facilities and organiza-
tions often dictate response times and services that must be provided to
stay competitive. Political leaders at the local, state, and national levels in-
fluence policy that impacts staffing levels, both in healthcare facilities and
public health agencies. The balance between staying within approved
budgetary boundaries and maintaining adequate staffing to ensure quality
lies at the heart of many disagreements between management and clini-
cians. In addition, the competition for scarce skills and abilities within the
pool of available professionals remains a troublesome issue for healthcare
executives.

Third-party reimbursement practices are increasingly affecting the way
healthcare providers staff hospitals, long-term care facilities, clinics, and
public health agencies. Most expenses in healthcare organizations are re-
lated to people, as health care is a people-intensive industry. If an organi-
zation’s competitors can provide a particular service at a lower cost, the
quickest way to look for savings is to scrutinize the type, quality, and effi-
ciency of the people providing care. In the late 1980s and the 1990s, for
example, healthcare facilities looked for ways to reduce their dependence
on people, especially higher-cost professionals such as registered nurses.
Several projects examined ways to “right-size” hospitals, and long-term
care facilities considered how to use nursing assistants more. The late
1990s brought a negative reaction to these moves, prompting healthcare
executives to reverse these efforts to find lower-cost people to provide
care. Both physician groups and other professional organizations recog-
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nized the need for higher levels of professionals and technicians to provide
services and care. Accrediting bodies, such as the Joint Commission on
Accreditation of Healthcare Organizations (JCAHO), published specific
standards and criteria related to the expertise and skill levels of people in-
volved in providing care and treatments.

Today, the emphasis is on working more productively and efficiently,
rather than on substituting one level of caregiver for another. Managed
care organizations (MCOs), health maintenance organizations (HMOs),
and third-party payers are creating new models for tracking nursing hours
per patient visit, supply costs, technology expenses, and the types and
amounts of services clinicians use in their practice. Organizational leaders
must respond to all of these pressures, making the human resources man-
ager a major player in allowing healthcare organizations to operate suc-
cessfully in the community.

Besides seeking to improve the efficiency of people, healthcare man-
agers are trying to improve efficiency in delivery structure. One develop-
ment in health care that illustrates this trend is the creation of integrated
healthcare systems. While some physicians and others have begun or re-
newed the effort to form “niche” provider organizations, integrated sys-
tems have been a more popular model used to bring efficiencies into the
system. They combine lateral and vertical integration of services, includ-
ing how those services are delivered and by whom.

Demands on government in the early years of the 21st century to fund
anti-terrorism projects and programs and to support a rapidly changing
economy are putting pressure on both the U.S. Congress and state legisla-
tures to find ways to reduce expenditures in domestic programs and not
increase taxes. Medicare and Medicaid will again be in line for either re-
ductions in their growth rates or actual reductions in funding. In 2004
and 2005, many state governments looked to their Medicaid programs as
places to reduce state expenditures. As governmental programs cut expen-
ditures and healthcare organizations are forced to look for additional sav-
ings, people become an attractive target. The “war on terrorism” in the
early 2000s and the national deficit are likely to have long-term impacts
on federal and state funding of welfare and healthcare programs, for ex-
ample. “Pay for performance” and other models for reimbursing or pay-
ing for healthcare services are already being examined for their ability
to ensure provision of high-quality care, but in more efficient ways. As
in employee compensation programs that pay for individual or group
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performance, payers—including the government—are considering
whether healthcare providers can be reimbursed based on quality and cost
performance. The better one exceeds an expectation for care based on
quality outcomes while simultaneously controlling expenses, the higher
the payment rate. This higher payment comes from a pool of dollars gen-
erated by savings to third-party payers and government. The adoption of
such systems will necessitate better management of both human capital
and technology.

Managing human capital is also important, as there are currently short-
ages in many healthcare professions, including nurses, physical therapists,
occupational therapists, and technologists. The nursing shortage is ex-
pected to last until at least 2010, if not beyond. Demographic statistics
suggest that there are probably a sufficient number of licensed nurses to
meet most of the need, but many of these nurses are finding employment
outside the healthcare system because of professional equity issues or sim-
ply because they are “burned out” and are seeking more fulfilling careers
elsewhere. Nursing schools are having trouble finding enough students to
meet both current and future needs. Professional nurses have also become
more specialized in the past few decades, adding to the demand and
shortage. In the past, most registered nurses (RNs) graduated from
diploma programs after two or three years; few had college degrees. In the
21st century, the required entrance card in many locations is a bachelor’s
degree. The skills and knowledge required by a professional nurse today
are vastly more complex than they were 50 years ago. As these technical
and quality demands increase, so do the requirements for nursing experi-
ence and background. Besides needing a bachelor’s degree, many RN are
seeking advanced training and education and becoming nurse specialists
in obstetrics, oncology, emergency care, cardiac care, psychiatric care, and
many other fields. Because of the distribution of medical professionals,
RN have also gone on to become nurse practitioners, with the ability in
some locations to practice independently. Indeed, several institutional set-
tings use the services of these professionals instead of employing physi-
cians for routine care. The changing environment for nurses and the
greater demand for their skills simply makes the shortage more intense.

For at least a decade, if not longer, there has been a movement away
from generalization in health care to specialization, whether in medicine,
nursing, therapy modalities, or institutions. In part, this trend reflects the
expansion of technology, which requires ever more specialized skills from



CURRENT ISSUES 35

technologists and professionals. Once upon a time, a radiological technolo-
gist could operate multiple machines; now, however, MRI technicians, PET
technicians, and nuclear medicine technicians are required. Laboratory
technicians have also become more specialized. To be a physical therapist in
the 21st century, one must have a doctoral degree in physical therapy.
Recently, pharmacy schools have decided to turn the traditional five-year
bachelor’s or master’s degree program into a new doctor of pharmacy degree
program. The list goes on in mental health and counseling professions, and
even in administration. Where once only physicians specialized, now al-
most everyone in health care needs to have advanced training,.

This specialization can be profitable, offering the ability to increase
market share while controlling costs. Some areas of the United States have
seen the expansion of “boutique” providers, facilities that specialize in one
or two organ systems or surgical practices. These providers serve a seg-
ment of the population that previously was admitted to general hospitals.
While the more traditional hospitals and clinics continue to have needs
for workers in these areas, the new facilities have increased the competi-
tion for those professionals.

Along with specialization, increased governmental and accreditation
body oversight, advanced technology, and better techniques for treating
people, the healthcare industry must cope with increased liability for al-
most everything healthcare providers do. Liability concerns are also driv-
ing the agenda to find and retain qualified and effective people. Having
just anyone fill a position is no longer a real option; healthcare organiza-
tions need to find that “right” person with the unique combination of
professional skills and education, as well as a commitment to quality care
and customer service. “Bedside manner” does count, whether in a hospi-
tal, a nursing home, a clinic, or a community health clinic run by the
county health department.

To keep pace with the changes in professional qualifications and skills,
changes in technology, and changes in expectations from the public, the
field of human resources management is changing rapidly. Human re-
sources is now at the executive table in most organizations, joining as a
partner in strategic planning and management of the organization.

Back in the 20th century, human resources professionals were content
with managing personnel policies, developing benefit programs, making
sure the hiring process worked, and providing employee development
programs. While the functional aspects of human resources management
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remain in place, these professionals are being asked to step up and become
change managers, organizational development consultants, compliance
managers and advisors to other executives and first-line supervisors, re-
searchers, and quality assurance experts. Between the 1970s and 1990s,
employers saw an ever-increasing number of legislative and regulatory ac-
tions that affected the way organizations relate to their employees. The
courts have taken a bigger role in defining what Congress meant in passing
laws affecting civil rights, disabilities, age, gender, and other issues. Also, in
the early years of the 21st century, questions about corporate ethics and
values have taken center stage, placing more emphasis on what human re-
sources executives must monitor and control in the organization.

The chief human resources officer is now as vital to the executive man-
agement team as the chief executive, chief financial officer, chief nursing
officer, and chief medical officer. Human resources professionals are
expected to have advanced education and certification in their areas of ex-
pertise, whether as Senior Professionals in Human Resources (SPHR),
Certified Compensation Professionals (CCP), or members of other special-
ties. Many are members of the American College of Healthcare Executives
(ACHE), Medical Group Management Association (MGMA), and other
professional groups. Understanding the healthcare environment, including
reimbursement, accreditation, clinical programs, legal issues, and patient
care, is just as important as understanding compensation and benefits pro-
grams, employment law, union relations, employee relations, training and
career development, recruitment and hiring, and health and safety programs.

THE CHALLENGE OF FINDING AND
RETAINING COMPETENT PEOPLE

Shortages of competent healthcare professionals—primarily nurses—
ranked third among issues confronting hospital executives, according to a
2004 report published by the American College of Healthcare
Executives.! In the same report, 87% of the participants in the survey said
that finding nurses continued to be the number one recruiting issue
(Table 2-1). Twenty-nine percent of the respondents also identified com-
plying with staffing ratios as a problem.! Technical fields appear also to
pose a hiring problem for hospital executives, especially in the area of im-
aging technicians and pharmacists.

The Bureau of Labor Statistics reports that by 2012 there will be a
growth of more than 623,000 new positions for registered nurses from
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Table 2-1 Personnel Shortages, 2004

Registered nurses 87%
Imaging technicians 66%
Pharmacists 54%
Physicians—surgical specialists 44%
Therapists 41%
Lab technicians 39%
Physicians—medical specialists 31%
Nurse anesthetists 30%
Complying with staffing ratio requirements 29%
Licensed practical nurses 29%
Worker dissatisfaction 24%
Entry-level support staff 22%
Physicians—generalists 21%
Succession planning for boards, managers, clinical leaders 16%

Source: American College of Healthcare Executives. Top Issues Confronting Hospitals. hetp://
www.ache.org/pubs/research/ceoissues.cfm.

2002, as well as 343,000 new positions for nursing aides, orderlies, and
attendants, mostly in long-term care settings.? The same report notes that
the fastest-growing occupations include medical assistants, physician as-
sistants, social and human service aides, home health aides, health infor-
mation professionals, physical therapy assistants, and occupational
therapy aides.? According to the Bureau of Labor Statistics, 20% of all
employment in 2002 was in education and health services.?

Between January 2004 and January 2005, there was an increase of
15.1% in employment in the healthcare sector of the U.S. economy, with
a slight decrease only in employment in nursing and residential facilities
(Table 2-2).3

The data from the Bureau of Labor Statistics suggest that health care
continues to be “the place” to look for employment. At the same time,
shortages continue to plague the industry, making the recruiting job
much more competitive, especially for highly competent people. Between
1986 and 20006, the Bureau of Labor Statistics expects jobs in the health
assessment and treating occupations, as well as the health technician and
technologist occupations, to grow by 44%. The Bureau states that this

growth is twice the growth in all oc:cupations.4
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The contingent workforce, while not just a healthcare issue, is a signif-
icant worry for healthcare executives. Hospitals and long-term care facili-
ties have always used temporary nurses, “floaters,” fly-in nurses, and
others. Managing such contracts is a major issue for human resources and
nursing managers. Agencies representing such professionals are typically
required to ensure that individuals meet professional standards, are li-
censed, and are competent; however, each facility must assure itself that
its contingent workforce meets those standards to avoid potential medical
liability and to avoid violating federal and state laws. Each facility must
also negotiate a contract with these workers, attempting to get the best
deal possible. In addition, many healthcare facilities are outsourcing
various functions, including housekeeping, maintenance, food service,
therapy services, payroll, and benefits management. Human resources
managers are often called upon to manage or monitor such agreements.
Federal tax laws, worker compensation, Fair Labor Standards Act (FLSA)
regulations, and other laws and regulations must be monitored whenever
an employer uses contingent workers.

Performance management—always a challenge to supervisors—
becomes even more important when quality and safety are vital to patient
care and community health. Human resources professionals must ensure
that the appropriate models are used and that the criteria can be validated.
Such activity starts with the task of determining the essential functions of
the jobs performed. Beyond that, performance management often has
tort liability implications. Healthcare providers are at risk if the wrong
person is performing a treatment, procedure, intervention, test, or service.
Accrediting bodies as well as the government require that facilities ensure
that healthcare professionals are competent to perform the duties as-
signed. Early identification of problems and deficits is essential for risk
control. And when deficits in any of these areas are identified, training,
development, and behavior modification must be provided. Human re-
sources plays a significant role in identifying training needs; indeed, while
the actual training may be provided by a clinical area, the tasks remain a
human resources function.

COMPENSATION AND BENEFITS ISSUES

Compensation affects the ability of healthcare organizations—includ-
ing public health clinics and agencies, hospitals, and nursing homes—
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to recruit and retain qualified professionals and workers. It was not that
long ago (the 1970s) that healthcare workers were paid at or near the min-
imum wage, the assumptions being that such jobs served the public good
and that people working in these fields did so as a vocation, much like re-
ligious orders. The introduction of Medicare and broader financing from
third parties meant that more dollars became available for these positions.
There were also increased expectations regarding the qualifications, edu-
cation, and training that nurses, technicians, and other healthcare workers
should have. Wages and salaries have increased significantly since the
1970s; there is, however, an ongoing debate about whether the compen-
sation paid to healthcare workers and professionals has reached the appro-
priate level yet, considering the American public’s expectations regarding
these individuals’ skills and expertise. Unions use compensation as one ve-
hicle for gaining support among employees. And competition for people
puts pressure on managers and boards to consider raising both the pay
scale and the benefits offered. Many hospitals still offer “signing bonuses”
and incentives to get people with specific skills to come to the institution.

Besides dealing with the pressure on wage and benefit levels, human re-
sources professionals are looking at which methods and models are best
for compensating employees. Should performance-based systems be in-
troduced to encourage more productive and efficient work? Many health-
care organizations use competency-based hiring and selection models that
then translate into compensation levels. Should all nursing personnel be
paid the same, or should there be recognition for educational attainment,
specialty credentials, and other factors? If the latter, how do we go about
determining and assessing those factors?

Human resources is primarily accountable in the organization for re-
searching and developing the compensation philosophy and policy for the
organization. While the chief executive and the board make the final de-
cision, human resources personnel must understand the organizational
goals and the environment, and then translate that understanding into a
philosophy regarding how to compensate the employees of the organiza-
tion fairly. It is not sufficient just to know that the competition is paying
$40,000 for a starting nurse with a bachelor’s degree and three years of ex-
perience; human resources must also know what that means to its own
organization, based on the services, market placement, types of skills
needed, and whether the organization wants to be the market leader.
Benefits are much the same: Why is the organization offering them, and
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which mix is best to attract the “right” person with the “right” skills and
knowledge? Retention of needed people is also a significant aspect of the
compensation policy. Are there some positions where significant turnover
is acceptable because the skills can easily be found in the community? Are
there other skills that are difficult to find, so that it is vital to retain peo-
ple who have those skills? Obviously, money is only one factor in creating
a working environment that attracts people who want to stay. A true com-
pensation philosophy integrates all of these factors.

LEGISLATIVE AND REGULATORY
ENVIRONMENTS

In the early years of the 20th century, most organizations probably had a
personnel clerk who handled paperwork, ensured that payroll was com-
pleted, and perhaps did recruiting. Often, labor disputes were handled
by the courts if the employer and the employee could not negotiate an
agreement. Then came the 1920s and 1930s and the passage of several
labor-relations laws, including the National Labor Relations Act (NLRA),
the Fair Labor Standards Act (FSLA), and the Social Security Act. For
most healthcare human resources professionals, FLSA plays a significant
role, because it regulates overtime pay for nonexempt workers, hours
worked, child labor, and other pay-related activities. Only in 2004 did the
federal government finally modify the 70-year-old rules. Should a health-
care facility classify nurses as professional employees who are exempt from
the overtime limits? If the facility does, what happens when people need
to be sent home because the patient load on a particular day declines?
Until the late 1970s, nursing salaries did not need to meet the minimum
wage standard set for other industries; now nursing salaries in many cases
are competitive with other jobs in the community. What happens when
an adolescent treatment center sends staff on wilderness adventures? Is the
staff on duty 24 hours a day while out on the trip, hence meeting the
overtime rules, or can the center reasonably state that the staff is not re-
quired to be on the job 24 hours a day?

Another major healthcare-related law, the Health Insurance Portability
and Accountability Act (HIPAA), was passed in 1996. Healthcare human
resources professionals have a special relationship with HIPAA because it af-
fects not only the portability of health insurance from one employer to an-
other, but also the privacy of health information. Healthcare professionals
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and workers have access to reams of personal information about patients
and clients. There is an obligation to protect that information. How often
can an outsider sit in the hospital cafeteria and listen as professionals talk
about “old Mrs. Jones” and her ailments? That may be a violation of pa-
tient health information privacy. Then there is always the possibility that
Sam, down in housekeeping, may end up as a patient. How does the hos-
pital protect his privacy?

The Employee Retirement and Income Security Act (ERISA) has
changed the way human resources looks at the organization’s retirement
plans. The widespread adoption of 401(k) plans and 405 plans has
changed retirement from a defined-benefit to a defined-contribution
plan, making employees responsible for investing their retirement dollars,
rather than the employer. Is there some ethical or moral obligation on the
part of the healthcare organization to assist employees in making wise
decisions?

The healthcare organization, while providing care to the community,
also must provide health coverage for its own employees. If the organiza-
tion is part of a system, should it self-insure; act as a health maintenance
organization for its employees, requiring them to seek all services through
the HMO; or purchase a third-party contract?

As mentioned in Chapter 1, COBRA has brought changes such that
employers must now meet certain deadlines in notifying terminated em-
ployees that they have the right to continue their health insurance or a di-
vorced spouse that he or she may have some rights to continued coverage.
As part of a healthcare organization, human resources personnel advise re-
cently unemployed patients that they should continue their coverage un-
der COBRA, but as an employer do we really want that potential risk in
our own insurance plan?

Unionization

Once upon a time, nurses, house staff, maintenance workers, housekeep-
ers, and office staff were not interested in forming unions in “their” work
environment. Since the late 1970s, however, unions have become a reality
that human resources must face when negotiating with workers. In the
early 1970s, the nurses’ union in Seattle effectively closed down all hospi-
tals in that region because all of the hospitals belonged to one bargaining
unit. The idea behind this structure was to prevent the leap-frogging of
wages and benefits. Unfortunately—or fortunately, depending on one’s
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perspective—the nurses’ union used that cooperative to win significant
concessions. The infamous Local 1199 was quite effective at intimidating
hospital managers until the mid-1990s. The threat of a nursing strike
alarms not only management, but also physicians and the community.
The media often give favorable exposure to the union, putting pressure
on management to settle in favor of the nurses, or the housekeepers, or
whomever. Human resources professionals need to be ready to handle
such situations and are under pressure to develop effective employee rela-
tions programs so that unionization is not an issue or, if there is already a
union, so that the organization maintains good relationships with union
leaders. Human resources must ensure that the employer does not cross
the line in what it can or cannot say, nor allow management to commit an
unfair labor practice.

At the AFL-CIO convention in the summer of 2005, a dramatic
change took place. Three major unions left the umbrella of the larger or-
ganization to go it alone. During the last quarter of the 20th century, the
AFL-CIO relied heavily on its political influence in Washington, D.C., to
support laws giving employees more rights and benefits. Union leaders
believe that this strategy is what caused the dramatic decline in union
membership in the latter part of the century. Could the latest move be the
beginning of a renewed effort to increase union membership among em-
ployees? Or could it mean the demise of unions as management have
come to know them over the years? We won’t know the final answer for
several years. In the meantime, this trend likely means increased efforts to
win professionals over to union membership with promises of job security
and stable pay and benefits. United Airlines’ “dumping” of its pension ob-
ligations and threats from other major employers to do the same will
likely fuel the fire.

Human resources managers and professionals need to understand the
causes and reasons professionals in the health field might want to join a
union as well as ways to counter such unionization efforts. There are al-
ways some managers who are happy to have a union, because it defines
the working relationship in a formal contract: Everyone knows where
they stand and how to behave. Others believe that it is important for
management and employees to work collaboratively to effect change and
quality in the organization. Union contracts can limit and restrict the
ability of the organization to change and meet new challenges. Some
unions and management work well together; Southwest Airlines is one
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such example. For the most part, however, having a union means that
there is a third party between management and workers. Human re-
sources is normally charged with the responsibility for developing pro-
grams that encourage good employee relationships. This includes working
with managers to ensure that they treat the people working with and for
them with respect and understanding. In today’s work environment (and
health care is certainly in the forefront of this movement), empowerment
and collaboration in the work environment are vital. It is important to
quality care and efficient operation that physicians, nurses, and others on
the “team” work effectively together and that all opinions and recommen-
dations be given equitable weight when making decisions. Certainly, pay
and benefits are important in building relationships, but research study
after research study suggests that working conditions are far more impor-
tant considerations—“how am I treated.”

Assuming the organization is unionized (and it makes no difference
whether the union is a public union representing public health agency
employees or the nurses’ union at a hospital), human resources needs to
be effective in guiding relationships and understanding what can and can-
not be done when making work assignments, handling grievances, and
changing working conditions. In a changing environment, especially one
affected by government and third-party reimbursement, having excellent
union relationships will go far in ensuring that the organization can
change when it needs to. Recent research into management—employee re-
lationships in health care suggests that, for the organization or agency to
operate effectively, empowerment, the ability for both parties to gain from
the relationship, and two-way communication are vital.> ©

Title VIl and Other “Rights”

In 1867, Congress passed the first civil rights legislation and amended the
U.S. Constitution. However, not much attention was paid to ensuring in-
dividual civil rights until President Lyndon Johnson’s Great Society of the
1960s. Title VII of the Civil Rights Act came into force in 1965, and later
amendments further defined the rights of women and minorities. Title
VII affects healthcare organizations providing services to patients and
clients and is meant to ensure that all people receive equal care and ser-
vices within their ability to pay. For human resources professionals, Title
VII defines how people are treated in the workplace. It affects employee
testing and placement, recruitment and hiring practices, promotion and
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assignments—whether genders are being treated equally in the workplace,
when the organization can or cannot require Mary Sue to retire, and
whether that 60-year-old lab technician was illegally denied a promotion
because a 35-year-old got the promotion instead. Sexual harassment is a
continuing issue that human resources professionals must deal with in the
workplace. Today the quid pro quo violation, where a supervisor de-
manded sexual favors in return for better assignments or promotions, has
largely given way to the concept of a hostile workplace, making preven-
tion and human resources intervention more difficult.

Gender discrimination is always a reality that must be confronted in
the workplace, and, with health care being primarily a female industry, it
is even more important to be aware of such discrimination’s implications.
Healthcare organizations need to seek out and promote qualified women
candidates for administrative positions rather than simply assuming the
only executive position is the chief nursing officer. Not only has there
been a glass ceiling for women in health care, but the same ceiling has af-
fected the mobility of minorities as well. Organizations such as the
American College of Healthcare Executives (ACHE) and others have ap-
pointed commissions to increase awareness and opportunities for minor-
ity candidates. Human resources personnel must take a leadership role in
developing and implementing affirmative action policies that will seek
out, recruit, and hire qualified women and minorities for higher-level po-
sitions. This often requires human resources departments to work with
educational institutions to develop and implement programs that will
prepare people for positions in the field.

Harassment is another problem in the workplace. Indeed, it ranks
among the top reasons for lawsuits brought against employers. Healthcare
organizations present a unique challenge, because not all harassment oc-
curs between supervisors and subordinates. Physicians may be guilty of
harassing nurses, therapists, or technicians. Vendors may be a problem;
employers are also liable for the actions of these “nonemployees.” It is vi-
tal that healthcare organizations have effective sexual harassment policies
and procedures that employees, medical staffs, and vendors are aware of,
and that these rules be enforced. Just like the annual fire safety training
and infection control training, harassment policies need to be communi-
cated often.

The Americans with Disabilities Act (ADA) presents unique challenges

in healthcare organizations. Determining essential job functions for various
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positions within the organization is vital in treating people with disabili-
ties fairly when recruiting and selecting people for jobs within the sector.
Just because a person is in a wheelchair or has a significant health prob-
lem, such as HIV, does not mean that person cannot successfully meet pa-
tient care needs.

In 2004, the Equal Employment Opportunity Commission (EEOC)
reported that 79,432 charges were filed against employers for possible vi-
olations of Title VII and other employment discrimination statutes.”
While there has been a slight decrease in these lawsuits since 2002, they
remain a significant issue for employers. Of these charges, 35% were re-
lated to race complaints, 30.5% to sexual harassment, 22.5% to age dis-
crimination, and 19% to ADA complaints.” Settlements of EEOC
complaints in 2004 amounted to $251.7 million.® These numbers have
stayed fairly constant over the years, demonstrating that human resources
has a long way to go in educating management and supervisors about the
consequences of violating civil rights and anti-discrimination statutes.

According to reports from the EEOC in 2002 (the latest data avail-
able), 52% of the U.S. workforce was male; 37% were white males, and
33% were white females.” The same report shows that, of professional
employees (including many of the healthcare professions), 39% are white
males and 41% are white females.” The report shows disproportionately
fewer blacks and Hispanics in professional occupations, while the per-
centage of Asia/Pacific Islanders in professional occupations is about dou-
ble their participation rate.” Based on these numbers, it appears human
resources professionals have much to do to bring equity to the job market.

Immigration presents another challenge to healthcare organizations.
Obviously, healthcare organizations must request documentation that im-
migrants are in the United States legally. As more immigrants fill house-
keeping, food service, and maintenance positions, however, HR must be
even more diligent in ensuring that Title VII rules are upheld while en-
suring compliance with the Immigration Reform and Control Act.

Compliance Functions

The Sarbanes-Oxley Act, the False Claims Act, medical fraud and abuse
laws, and other compliance rules and regulations do not necessarily affect
human resources directly. Nevertheless, human resources professionals
must be aware of these statutes and regulations. Sarbanes-Oxley came
about after the 2001-2002 accounting and financial scandals. The False
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Claims Act places special emphasis on filing accurate claims for services.
Human resources must take an active role in setting an example of hon-
esty and fair dealing in performing its own work and in leading organiza-
tional change. Training programs that emphasize compliance, like
harassment training and infection control, must be scheduled periodically
so that people know what is expected. Beyond compliance is a preference
for basic ethical behavior that human resources can help instill in the
organization.

The aftermath of September 2001 brought passage of the Patriot Act,
which affects travel, immigration, national internal security, and emer-
gency response to local and national disasters and events. How this partic-
ular piece of legislation will eventually play out in health care is still being
determined, but it is known that healthcare organizations—especially
public health and hospitals—are central in any response plan. In the past,
these entities worked closely with local and state emergency response
agencies. Now the U.S. Department of Homeland Security is taking the
lead in both funding and planning responses. Human resources profes-
sionals play a role in doing background checks on employees, planning
staffing to meet specific needs, recruiting, and ensuring compliance with
the law.

Safety

Although most hospitals employ a separate risk manager and safety offi-
cer, human resources is integral in any planning and implementation of
workplace safety programs. Workplace violence is a significant concern
not just in relation to the Patriot Act, but to prevent violence from other
sources. Gang violence that spills over into emergency rooms, demonstra-
tors outside on the street, domestic violence that follows employees
to work, and the disgruntled employee who comes back that afternoon to
do harm—all of these situations, and more, must be planned for and
evaluated.

State and county public health agencies have a new and vital role in the
prevention or remediation of terrorist activities within the United States.
Bioterrorism is a threat, and the most likely candidates for dealing with
such a threat are public health professionals. This recognition changes the
focus from immunization programs, water purity, sanitation, well-baby
clinics, disease prevention, HIV prevention, and other programs to ways
to prevent harm from attacks on the public health. Public health agencies
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are responsible for working with law enforcement and security agencies to
protect those water systems and determine what can be done if they are
attacked. Human resources professionals must not only consider the pro-
fessional skills of workers in traditional fields of public health, but also en-
sure that professionals are available who can counter any bioterrorist
attack, whether it is poison in the water system, gas in the subway system,
contaminants let loose in the airways, dirty diseases that might infect the
population, or the after-effects of a bomb. Disaster training and prepared-
ness have taken on a new priority in the 21st century. Public health may
be shifting from primary care and disease prevention to a population
model focused on prevention of a whole new set of concerns. The skills
and credentials that are now required and the way public health agencies
find these professionals pose new problems for the human resources pro-
fessional who is charged with locating and recruiting such individuals.

WHERE DOES HUMAN RESOURCES GO
FROM HERE?

Rondeau and Wagar suggest that human resources management practices
play a significant role in patient care quality and operational effectiveness:
The more progressive the human resources practices, the more likely the
healthcare institution is to have better patient care quality, higher patient
satisfaction, better employee morale, higher physician satisfaction, im-
proved operating efficiencies, and more organizational flexibility.!?
Oakland and Oakland also found that investing in employees makes a
difference in world-class organizations.!! Treating people with respect and
having good human resources management practices fit nicely into what
managers have learned from leadership and management research since
World War II and what is increasingly being talked about in recent re-
search on servant leadership, transformative leadership, and spiritual lead-
ership. Human resources professionals can be at the leading edge in
healthcare organizations in bringing good management practices to bear
on human resources programs.

These professionals obviously need to be proficient and competent in the
many functional areas of human resources practice; otherwise, the organiza-
tion will not meet both employee and management expectations for an effi-
cient and effective healthcare organization. However, the human resources
professional cannot stop at just being an expert in human resources law and
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programs. He or she must also step up and be a leader in the modern
healthcare organization, bringing together knowledge and skill in human
resources management practices, as well as knowledge and ability in organi-
zational change, financial management, strategic planning, and leadership.

REFERENCES

1.

10.

11.

American College of Healthcare Executives. Top Issues Confronting Hospitals.
Available at: http://www.ache.org/pubs/research/ccoissues.cfin.

. Bureau of Labor Statistics, U.S. Department of Labor. Occupational Quarterly.

Winter 2003-2004.

. Bureau of Labor Statistics, U.S. Department of Labor. News BLS: Employment

Situation, January 2005. Available at: htep://www.bls.gove/news.release/pdf/
empsit.pdf. Accessed February 4, 2005.

. Bureau of Labor Statistics, U.S. Department of Labor. Occupational Outlook

Quarterly. 1999; 43:1. Available at: http://www.bls.gov/opub/oog/ooghome.htm.
Boselie P, Paauwe J, Richardson R. Human resource management, institutional-
ization and organizational performance: a comparison of hospitals, hotels and
local government. International Journal of Human Resource Management. 2003;
14:1407-1429.

Bartram T, Cregan C. Consultative employment relations in human resource
management environments with union presence. Journal of Industrial Relations.
2003; 45:539-545.

U.S. Equal Employment Opportunity Commission. Charge Statistics: FY1992
through FY2004. Available at: http://www.eeoc.gov/stats/charges.html.

U.S. Equal Employment Opportunity Commission. All Statutes: FY1992
through FY2004. Available at: http://www.eeoc.gov/stats/all.heml.

U.S. Equal Employment Opportunity Commission. Occupational Em-
ployment in Private Industry by Race/Ethnic Group/Sex, and Industry, United
States, 2002. Available at: http://www.eeoc.gov/stats/jobpat/2002/us.html.
Rondeau KV, Wagar TH. Reducing the hospital workforce: what is the role of
human resource management practices. Hospital Topics. 2002; 80:12—18.
Oakland S, Oakland JS. Current people management activities in world-class
organizations. 7otal Quality Management. 2001; 12:773-788.






CHAPTER

Essential Components of
Human Resources
Practices and
Management

Mark Burns

* Jamail Washington, Director of Nursing for a medium-sized clinic in
St. Louis, is pondering what to do about Nurse Vinez Robinson.
Nurse Robinson, an older white woman, is becoming increasingly hos-
tile in her relationships with other employees, particularly minorities.

e Spenser Martin, CEO of a small hospital in rural Georgia, is still re-
covering from his shock that a union organizer has been conducting
secret meetings with lower-level employees of the Building and
Grounds and Dietary Services Departments. “I never would have
thought we'd be dealing with a labor union here,” he thinks to him-
self, weighing his options.

* Anne Minzenty, Assistant Administrator of a large long-term care fa-
cility in Omaha, is considering whether to recommend that her or-
ganization start an in-house day care center. Some members of her
staff are pushing for one, but she wonders whether such a service
would pay off in the long run.

All three of these busy healthcare administrators face problems involving
aspects of human resources administration. Healthcare organizations are
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fundamentally people-centered organizations, and successful actions in
this area are a vital component of their everyday organizational life.

In terms of their mission, healthcare institutions have their roots in the
ancient traditions of philanthropy and kindness to strangers. Moreover,
these labor-intensive enterprises revolve around the intimacy of the
patient—caregiver relationship, with services being delivered by a higher por-
tion of women than in many other industries, and in many cases serving a
substantial number of low-income and/or minority group patients.! 2
Given the people-centered nature of the healthcare field, it is not surprising
that excellence in human resources practices correlates closely with general
organizational excellence among healthcare organizations.?

This chapter reviews the organizational elements of human resources
activities and discusses the vital functions that human resources staff can

perform in the healthcare organization.

ORGANIZATIONAL ELEMENTS OF
HUMAN RESOURCES IN HEALTHCARE
ORGANIZATIONS

Healthcare organizations have some unique properties due to their sub-
stantive functions, mostly stemming from their high percentage of profes-
sional staff (i.e., physicians, nurses, allied health workers). The high
educational level and greater autonomy of these staff call for organiza-
tional structures and supervision strategies that are substantially more
challenging for administrators than those of most organizations.

Despite their substantive differences, healthcare organizations also
share certain characteristics that are generally found in all organizations.
For example, they have leaders who must work to motivate their employ-
ees. Intentionally or unintentionally, they develop their own unique orga-
nizational culture. They must communicate with their employees and
process information flowing from inside and outside the organization.
And they function in an environment for which they may or may not be
well designed, an environment typified by increasing diversity.

Leadership
“If youre spending all your time in your office, then you're looking for prob-

lems in the wrong place!”
—Hospital administrator
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Traditionally, the healthcare administrator was portrayed as a bold individ-
ual who was almost single-handedly carrying the organization toward suc-
cess. Terms such as “power broker” were applied to these assertive, forceful
individuals.# This concept fitted well with the idea that healthcare institu-
tions had an intimate relationship, both moral and financial, with their lo-
cal community. It also fitted well with a less complicated healthcare
system, in which it was thought feasible for a single individual to be cog-
nizant of the entire sweep of the total activities of even a large hospital.’

In the modern, highly complex healthcare organization, such roles are
no longer widely applicable. In recent years, the healthcare system has be-
come more fragmented, more regulated, more technologically complex.
Even small local clinics find themselves dealing with reimbursement
sources whose headquarters may be in a far state, or with radiological con-
sultants based in another country. In this complicated, ever-changing sys-
tem, the administrator has of necessity become more of a “team leader” or
“facilitator.” This person is capable of balancing many complex interests
and points of view—those of medical staff, nurses, other administrators,
clients, the community at large—and leading not so much through force
of personality as through reconciling these diverse interests while weaving
from them an inspiring, progressive vision of the future.®

Such a team leader, whether the CEO or the director of the human re-
sources department, must be proactive in his or her orientation, seeking
to anticipate crises in the organization and preempt them before they can
occur, or at least in their earlier stages. This quality also means that the
team leader must remain constantly alert for new information sources,
such as Internet-based professional journals or even Web “blogs.” He or
she must be ready to seek out leads on new innovations and new oppor-
tunities to learn and facilitate learning in the organization.”

Motivation

A key factor in mobilizing the human resources of the healthcare organi-
zation is motivation. Employees first of all need to have their material
needs met—such as basic salary, minimal benefits, and reasonably com-
fortable working conditions. Once these fundamental needs are met,
however, they seek to satisfy higher, more abstract needs—such as group
fellowship, peer recognition, and status.?

To the extent that organizational leaders can persuade employees that

they can meet their needs by fulfilling the needs of the organization, a more
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effective organization results.” Setting a vision for the healthcare orga-
nization can be a critical need, but so can such simple day-to-day tasks as
an administrator making himself or herself highly available to employees
and practicing daily rounds, popularly called “management by walk-
ing around.”!? In some cases, such less tangible motivators may actually
be more effective methods for motivating employees than financial

incentives.!!

Organizational Culture

My staff is practically like family ro me.”
—Clinic administrator

Fundamental to both leadership and motivation is the nurturing of an ap-
propriate organizational culture.!? Organizational culture can be defined
as the loose collection of social artifacts within organizations. Although it
is mostly an informal phenomenon, it has been shown to affect such areas
as commitment to the organization and job satisfaction.!? It is also an im-
portant component of the development of strategic human resources
management (SHRM), as discussed later in this chapter.

An organization’s culture manifests itself in numerous ways, both obvi-
ous and subtle. Healthcare organizations, for example, rely heavily on
technical language, acronyms, badges, and technologies that may be diffi-
cult for the average person to comprehend. Culturally, such specialized
language not only serves as a unifying tool within a particular professional
group (e.g., neurosurgeons), but also can actually influence the attitudes
and behaviors of the group using it.'4

The variety and complexities of such languages present a daunting bar-
rier to the average patient or family member. Some large healthcare or-
ganizations inadvertently add to these barriers by installing less than
optimal signage, leaving bewildered visitors to lament, “I can’t find any-
thing in this place!”

From the viewpoint of the human resources administrator, specialized
languages can present both a communicative obstacle and a social barrier.
Suppose for example, in an employee grievance situation, the employee
retorts, “You wouldn’t understand; you're not a nurse!” Making an appro-
priate response may require either a substantial knowledge of the language
of nursing on the part of the administrator reviewing the grievance or the
involvement of a “translator” in the form of another nurse.
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There are less tangible manifestations of organizational culture as well.
Office décor and artwork can send subtle signals, ranging from warm to
officious. Even informal organizational stories told over coffee breaks and
around the water cooler can be powerful signals of the morale of the or-
ganization, furnishing a positive or negative indication of the larger orga-
nizational culture.!®

The extent to which organizational culture can be molded by leader-
ship has been the subject of much debate. Because culture’s roots go deep
in the human psyche, it cannot be changed quickly. At the same time, it is
not completely static. Sometimes dramatic action (or dramaturgy) by an
administrator can influence organizational culture.'® For example, a new
hospital CEO who replaces a more aloof predecessor may promote the
perception of cultural change by announcing an “open door” policy,
dropping in to chat with staff working the “graveyard shift,” redecorating/
rearranging his or her office in a more informal décor, or instituting more
frequent opportunities for informal social interaction among managers
and employees.

Communication and Information Processing

“I love my Blackberry. The whole management team at our medical center
has them now.”
—-Administrator of an outpatient surgicenter

Healthcare organizations are linked together through webs of communica-
tion, both formal and informal, written and verbal, printed and electronic.
Communication goes both up and down the administrative hierarchy, out
from the center, and in from the periphery. Although it is easy to visualize
communication in the “top-down” mode, with orders flowing down an or-
ganizational hierarchy, of equal or greater importance is communication
flowing up from the lower levels of the organization (“bottom-up” mode),
conveying vital information to its higher levels. The pace of communica-
tions in modern health care is becoming faster and faster, thanks to e-mail,
instant messaging, and Internet-linked cellphones.

With this constant tidal wave of information, the problems of commu-
nication distortion become increasingly more serious. In fact, an unfortu-
nate downside of speedier electronic communications is that it becomes
much easier to send out rumors, personal notes, games, even “bootleg soft-
ware”—all of which clogs up the organization’s overall communications sys-
tem. It also becomes easier to send hasty communications without thinking
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them through for such matters as tone and confidentiality. A hasty mes-
sage dashed off without careful thought can lead to anything from hurt
feelings to an employee grievance, or even to a lawsuit or violation of fed-
eral regulations.

In an effort to restore some clarity and order in their internal commu-
nications systems, healthcare organizations have adopted such strategies
as banning instant messaging and restricting Internet access. They have
also sought to conserve valuable bandwidth by limiting the transmission
of large graphics and audio files unrelated to the mission of the organiza-
tion. Modern healthcare organizations must also take care that electronic
communications involving patient information adhere to the extensive
privacy and confidentiality standards set forth in the 1996 Health
Insurance Portability Act (HIPAA). HIPAA covers such areas as restrict-
ing access to patient records, both paper and electronic, standards for doc-
ument retention, and compliance administration.!” Smaller healthcare
organizations may find these requirements especially challenging.'®

Environmental Influences

“You don’t dare come on like gangbusters. The moment you pick up the
Good Book and hit it a few times, you are in trouble.”
—Healthcare planner

Organizations dwell in a sea of other organizations, and healthcare orga-
nizations are no exception. Even nonprofit healthcare organizations have
competitors, in the form of both similar organizations and not-so-similar
organizations seeking to make inroads on their markets. A nursing home,
for example, may compete not only with other nursing homes but also with
assisted living facilities and even hospitals seeking to acquire a skilled nurs-
ing facility (SNF) offering a full range of medical care, nursing care, or re-
habilitation services.!? The question of whether healthcare organizations
face an environment that is more significantly uncertain than the environ-
ment faced by other organizations is open to interpretation. Some authors
consider the healthcare environment to be almost chaotic in nature—so dy-
namic, in fact, that making predictions about it is highly unlikely.?% 21
Others would contend that healthcare environments are no more chaotic
and unpredictable than those in which other complex organizations oper-
ate. Nevertheless, no one denies that the healthcare environment is chal-
lenging and difficult.?? Assessing and monitoring this complicated
environment becomes an important adjunct to developing appropriate or-
ganizational strategies, including strategic use of human resources.
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In this kind of highly competitive atmosphere, it becomes extremely
important for individual organizations to seek allies and reduce at least
the most negative effects of competition. One strategy for doing so in-
volves forging a domain consensus, a broad agreement with other neigh-
boring organizations as to what the core organization is trying to
accomplish and the values it upholds. Reaching such an agreement about
its sphere of operations may bring an organization useful allies that can
provide needed expertise, resources, or power.”? Like seeking change in
organizational culture, fashioning a domain consensus is best undertaken
by constant low-level, informal efforts rather than by fiat.24 Moves toward
creating greater transparency in healthcare organization operations may
also contribute positively to this effort.?>

In facing the concerns of their environment, healthcare organizations
must also cope with pressures from government regulatory sources and le-
gal decisions. As will be detailed later in this chapter, an increasing num-
ber of such organizations are hiring a corporate compliance officer for
assistance with this important area.

Design

Design issues were one of the first subjects discussed by writers on orga-
nizations, beginning with Max Weber’s classic efforts to outline which
design makes for the most effective bureaucracy.?® Successful design is a
direct response to the demands placed on the organization, both internal
and external. For example, better RN staffing patterns can have a direct
impact on improving quality of care in the nursing home setting.?’

Healthcare organizations must maintain an appropriate chain of com-
mand, whose scope depends in part on the size of the organization. In
structuring that chain of command, the span of control must also be con-
sidered: How many units should report to a supervisory administrator or
supervising group? Some modern organizations, especially small ones,
have a rather flat chain of command, with large spans of control; tradi-
tional bureaucracies tend more toward the opposite extreme.?8

Issues of delineating line and staff also arise. Who does the actual sub-
stantive work of the organization, directly interacting with clients? Who
works with services central to the organization, such as budgeting, infor-
mation technology, and human resources? Whose duties mix both aspects?

Finally, just as some modern big businesses “outsource” jobs abroad to cut
costs, many healthcare organizations have undertaken their own “outsourc-
ing” through contracting. Increasingly, services such as security, laundry, and
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even management are being performed by outside organizations having a
contractual relationship with the core organization.?? Such relationships
further complicate the task of human resources departments.

Human Resources and Diversity Issues

Addressing diversity really isn’t all thar complicated. Basically it’s just trear-
ing everyone decently.”

—Equal Opportunity officer

Healthcare organizations and their human resources managers must deal
with an American society that is increasingly rich in religious, ethnic, gen-
erational, and social differences. Furthermore, as new groups move into
the American mainstream, it is becoming apparent that even those groups
are somewhat fractured by their own complicated divisions. For instance,
the term “Hispanic” is now being rejected by some of the very people it
was once thought to characterize, whereas others in that group find this
term entirely appropriate.

Pressures on healthcare organizations to be more cognizant of diversity
matters are increasing concomitantly. Although cultural competence has
been identified as a key component of achieving better quality of care, un-
fortunately healthcare managers are not always sensitive to its impor-
tance.’! Achieving such competence involves developing an individual’s
sensitivity to factors such as the culture, history, and behavior of a partic-
ular population.3?

Government, although rejecting the idea of outright “quotas” in most
cases as an unfair imposition on the rights of individuals, maintains
efforts to provide open access to all.3® 34 Increasingly, however, pro-
diversity efforts are stemming from basic marketing concerns: If your
market is one-third Haitian Americans, it makes good business sense to
make some effort to reach that market, preferably in French! From an or-
ganizational standpoint, having a multiethnic staff is just one more way
for an organization to increase its chances of survival by making responses

to its environment as varied as the challenges of the environment itself.3°

HUMAN RESOURCES FUNCTIONS

On a day-to-day basis, all healthcare organizations must perform several
basic functions in their human resources activities. First, ideally these ac-
tivities should be aligned with the larger strategy of the healthcare organi-
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zation. Furthermore, the organization must recruit new members as it ex-
pands, or simply to counteract attrition due to retirement, transfer, or fir-
ing. The organization also must have a legal, contractual relationship with
its employees. Its employees must receive initial orientation in their duties
with the organization, to be augmented with further training and educa-
tion as their job responsibilities change and evolve. Because the healthcare
organization does not want to squander the investment it has made in its
employees, a retention program is of vital importance. Finally, employee
performance must be evaluated from time to time to ensure the employee
has the best “fit” with the organization, and this evaluation should be re-
flected in the employee’s compensation.

In carrying out human resources functions, healthcare organizations
must be cognizant of appropriate legal, regulatory, and compliance issues.
Relevant state, federal, and local laws must be taken into account.

In addition to their direct functions, human resources activities can
supplement the organization’s other operations. Knowledge of the human
resources situation is important to such aspects as planning for change in
the organization. Continuous improvement efforts also rely on the hu-
man resources component.

STRATEGIC HUMAN RESOURCES
MANAGEMENT

Ideally, the human resources mission of the healthcare organization
should be aligned with its broader, strategic aims in a process known as
strategic human resources management.3° Tompkins notes that SHRM is

a continuous process of determining mission-related objectives and
aligning personnel policies and practices with those objectives. The
personnel department plays a strategic role to the extent that its poli-
cies and practices support accomplishment of the organization’s
objectives. 3¢ (- 1)

Under this concept, human resources administration becomes an impor-
tant part of the healthcare organization’s business plan, and the human re-
sources department analyzes the organization’s human resources in terms
of their fit to that plan. At the same time, this unit directs attention to
those aspects of the organization’s culture and environment that may be
crucial to the success of the business plan.3”
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The most common variant of thinking about SHRM draws analogies
between the organization and the world of biology, stressing that the “suc-
cessful” organization (or organism) must rise above the mere need to sur-
vive to also grow and prosper. This contention resembles that discussed
earlier in regard to diversity issues. Specifically, healthcare organizations
should seek to promote two types of congruity or “good fit”:

* Congruity among the various human resources components of the
organization, so that they support each other

 Congruity between human resources actions and the other compo-
nents of the organization’s strategic plan®®

As a practical matter, then, SHRM mandates that human resources
programs in healthcare organizations look at broader concerns than the
mechanics of the traditional functions covered in the following sections.
In addition to issues related to culture and environment, these concerns
would include keeping the organization abreast of technological change,
assessing the appropriateness of its organizational structure, and scrutiniz-
ing its managerial philosophy.>” Employee empowerment may be a vital
component of this process.?’

RECRUITMENT AND SELECTION

All healthcare organizations eventually need new employees. Finding
them begins with human resources planning. Administrators must ask
what the current personnel needs of each unit in the organization are,
what growth is planned, and which vacancies have occurred or may be
likely to occur, whether through attrition, removal, or retirement. New
positions must be carefully designed to avoid poor “fit” between potential
employees and the needs of the employing organization.*? Ideally, such
design will be based on a careful job analysis of the actual tasks of a given
position, which can then be used to appropriately screen applicants for
relevant knowledge, skills, and abilities.4!

Next to be considered is what forms of advertising for the position are
appropriate. These venues may include in-house newsletters and bulletin
boards, plus the organization’s intranet—its internal, private version of
the Internet—if it has one. If not, in-house e-mail may be used. To reach
potential applicants outside the organization, it may be necessary to place
advertisements in print media, the Internet, and relevant professional
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publications. It is also important to consider publication outlets of rele-
vance to potential minority applicants—for example, advertisements in
smaller African American—oriented newspapers, which may publish only
once a week.!

Eventually, applicants will begin contacting the organization. It is im-
portant that the staff with whom the applicant will make first contact be
properly trained to receive inquiries courteously and knowledgably. For
example, if a particular degree is mandatory for the position, applicants
may be notified by the staff at the initial point of contact, saving valuable
time in the screening process.

The next step is to have potential applicants fill out an application
form. This document may be used as a further screening device. In fact,
some organizations include simple discussion essays on their forms to fur-
ther facilitate screening.

Next, the candidate participates in an interview. In the interview, one
or more staff members discuss the potential job with the applicant, ask
questions, record the applicant’s responses, and make judgments about
the applicant’s suitability for the position. Depending on the nature of the
position, the interview may be structured or unstructured. Generally,
the higher the position, the less structured the interview.

For medium- to high-level positions, an increasing number of health-
care organizations have begun to administer personality testing in an
effort to determine whether an applicant “fits” the organizational culture
of the facility. This practice has stirred up considerable controversy.
Although properly administered personality testing may possibly save
users from losses of as much as $1 million annually from hiring inept or
ill-suited employees, even proponents of such testing concede that many
firms conducting these tests fall short in such areas as poor test construc-
tion and weak validation. A more focused variant that is growing in pop-
ularity is “situational” testing, in which an applicant is asked his or her
reactions or proposals for a specific hypothetical case related to the func-
tioning of the position.*?

Toward the end of the hiring process, the human resources department
attempts to verify the references of the applicant. Thanks to the increasingly
litigious tendencies occurring in the United States, this process may not be
as enlightening as was once the case. Many organizations now seek to pro-
tect themselves from lawsuits by stating only, “Yes, Mr. Allen worked here
from 1998 to 2001,” and decline further comment. However, such terse
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remarks at least verify the reality of “Mr. Allen’s” employment, a nontriv-
ial consideration given that some career advice books recommend that ap-
plicants dissemble if necessary to cover up negative aspects of their
backgrounds.*> One alternative to traditional efforts at reference checking
may be to outsource the process to a commercial agency.44

Assuming the reference checks uncover no problems, final aspects of
the recruitment process usually include a required physical examination
and drug screening. The applicant then becomes a new employee.

CONTRACT/AGREEMENT

With hiring concluded, the employee and the organization enter into a
binding legal relationship, an employment contract. But what is the na-
ture of this relationship?

Generally, contracts specify such matters as term of service and salary,
and set basic responsibilities for the employee and the hiring organization.
Disciplinary or grievance procedures usually stem from clauses in the
written contract. In many healthcare organizations, the contract provides
for a probationary period, after which the employee cannot be dismissed
without going through a more elaborate review procedure. Typically, em-
ployment contracts also include outlines of grievance procedures in the
event of disagreement between employee and organization; these griev-
ance procedures describe which mechanisms have been established to
allow an offended employee to formally protest or appeal his or her treat-
ment by the healthcare organization.

Labor issues may be another factor governing the contract between the
employee and the healthcare organization. If a union is present in the fa-
cility, it will have established some sort of legal relationship with the or-
ganization that must be acknowledged in the contract. For instance, if a
closed shop is in effect, potential employees must join the union to be
hired. If a less restrictive union shop is in place, the employee has a set
number of days to join the union. In certain states having right-to-work
laws, where both closed and union shops are illegal, there may still be an
agency shop in which the employee does not have to join the union but
must pay certain professional dues to it. Finally, if there is an open shop,
the employee does not have a compulsory relationship with the union and
joins it only if he or she wishes to do so.
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As the employee enters into a new legal relationship with the organiza-
tion, a key doctrine of the law should be kept in mind. Respondeat supe-
rior states that the organization is legally responsible for the actions of its
employees. An employee’s incompetence can directly result not only in
frustration for his or her supervisors, but also in potential harm to clients,
who increasingly show little hesitancy in filing lawsuits for redress.*>

Sometimes, the employee’s failure to adhere to the terms of the con-
tract may lead to disciplinary action. This usually starts at the informal
level, with encouragement from a supervisor to do better and correct a
pattern of inappropriate behavior. More formal action may involve verbal
corrections recorded in an employee’s file, written corrections likewise
recorded, or even suspension or removal. In each of these instances, max-
imum effort must be made to observe due process and fully respect em-
ployee rights, both as a matter of ethical behavior and as a way to avoid
claims of wrongful termination.4¢

Similarly, the organization should develop a mechanism for processing
employee grievances. Not only should an employee have the right to com-
plain to a supervisor but, if the supervisor is the source of the problem
perceived by the employee, an alternative channel should be available for
lodging complaints. For example, a female employee who is seeking to
charge her supervisor with sexual harassment should not find that her first
level of complaint is expected to be to that same supervisor!

Of course, the ideal way for a healthcare organization to deal with con-
flict is to avoid it if possible, or at least to minimize its deleterious efforts.
One method of addressing this matter in advance is through appropriate
attention to developing a constructive organizational culture. Hader, for
example, urges that “We must infuse into our healthcare culture zero tol-
erance for actions that threaten, intimidate, or harass.”4” Furthermore,
staff should be encouraged in the development of appropriate and posi-

tive types of communication to minimize interpersonal conflict.4”

TRAINING AND EDUCATION

Education of employees begins with their basic orientation in the organi-
zation after being hired and ideally should continue throughout their
tenure in the healthcare organization. A “learning” organization cannot be
structured without constantly “learning” employees. Moreover, medical
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professionals must participate in a set number of continuing education units
(CEUs) each year to maintain their licensure. Such units must be approved
by relevant state or national boards of the particular profession. Their goal
is to ensure that physicians, nurses, and other healthcare providers main-
tain appropriate and current levels of professional competence.*3

Even for staff who are not medical professionals, ongoing updating
of their skills is important. New types of equipment, new administra-
tive techniques, and new computer programs all present a challenge to su-
pervisors who want to help their staffs stay current and to stay current
themselves.

Three basic types of employee education exist: passive, active, and ex-
periential. In passive education (the most basic form), the “student” simply
sits quietly receiving the information. Lectures are the classic illustration
of this type, if not necessarily the most enjoyable; manuals are another
traditional form of passive education. More sophisticated techniques in-
clude demonstrations, video tapes, and “self-taught” course materials. In
addition, some large healthcare organizations are putting training materi-
als on their intranets, which may include sophisticated graphics and even
video.4?

Active education techniques feature students interacting with one an-
other in the learning process. Simulations and games are one example, as
are group discussions. Other possibilities are case studies and the many
options offered by organization development techniques.””

Somewhere in between the activity levels of these two alternatives are
experiential education methods, which involve learning through the work
process. Basic on-the-job training of a new employee is the most common
example. Another is rotation, in which an employee is temporarily placed
in a different job setting so that he or she can acquire new knowledge and
techniques used by that unit.

RETENTION

In an effort to retain employees within the organization and deal with
problems that may interfere with their effectiveness, many healthcare or-
ganizations have instituted employee assistance programs (EAPs). Such
programs may advise employees about better personal health habits, fam-

ily relationships, career counseling, substance abuse problems, and finan-
cial difficulties.>!
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One reality of employee relations in the modern world is the need for a
drug testing policy, which must be made clearly known to all employees. In
fact, institutions receiving federal funds are required to do so by the Drug-
Free Act of 1988. A variety of approaches to such policies are possible:

* Pre-employment testing before the employee joins the organization

* Random testing conducted periodically on a cross section of employees

* Reasonable suspicion testing when an employee exhibits specified un-
usual behavior

* Post-accident testing after any accident with a vehicle during working
hours

* Blanket testing involving the (expensive) testing of all employees
within the organization

Human resources departments must carefully weigh the virtues of the
many drug tests available, which differ in sensitivity and expense. Simple
urinalyses, for example, will detect only recent drug use. Hair tests, by
contrast, can detect drug use dating much further back, even exposure to
drugs from secondhand smoke.

PERFORMANCE EVALUATION

Healthcare organizations periodically evaluate their employees on some
regular basis. At the most informal level, just a comment from a supervi-
sor may be both evaluative and motivational (“Grear job on the Benning
report, Keisha!”). More formal evaluations should be held on at least an
annual basis.

Such evaluations fall into two categories: structured and unstructured.
A structured evaluation entails use of the same evaluation form for all em-
ployees, with a simple check-off or numerical rating in a series of cate-
gories (e.g., attitude toward the job, promptness in completing projects).
Unstructured evaluations, which rely more on a general line of questioning
and support more latitude for variation by the interviewer, tend to be
used for higher-level employees. Even in those areas, however, more struc-
ture is starting to appear, due to legal considerations.

Typically, at the end of the process, the employee is asked to sign a
form indicating that he or she has undergone the evaluation, whether
agreeing with its observations or not. Usually a space is provided for com-
ments by the employee, who may choose to register agreement or dissent.
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Some evaluations include a section for the supervisor to specify areas in
which the employee should seek improvement before the next evaluation.

Both supervisor and employee can find value in the evaluation experi-
ence. From the supervisor’s perspective, this process offers a chance to re-
view the employee’s work during the period, offer corrective suggestions
if needed, and, where required, build a case for disciplinary action if
negative behaviors continue. From the employee’s point of view, the expe-
rience provides a chance to review his or her work from a broader
perspective than day-to-day activities and to better understand the super-
visor’s concerns. Used properly, evaluation can be a positive experience for
both parties.”?

COMPENSATION

Compensation in 21st-century America can involve a variety of forms, of
which salary is only one. Other possible types of compensation include
the following:

* Health insurance

* Retirement plans

* Day care

* Coverage for professional conferences

* Use of company facilities, such as discounted memberships in on-
site health clubs

* Special “Employee of the Week” parking

Regardless of which form it takes, an organization’s compensation pro-
gram should be structured around two basic forms of equity. Internal eq-
uity means that two employees who perform the same job for an
organization at the same rate of skill must receive similar compensation.
External equity means that an employee who performs a particular job
should receive compensation similar to an equivalent employee who
works in a similar job elsewhere in the local area or region, depending on
the market served by the organization.

Compensation matters fall under the purview of the Fair Labor
Standards Act (FLSA), which regulates such matters as the minimum age
of employees and overtime. Furthermore, the Wage and Hour Division of
the U.S. Department of Labor can review wages and salaries of employees.
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Careful administration of an employee benefits program can be one of
the most challenging tasks for a human resources department. With rising
medical and retirement costs, such benefits are increasingly seen as a ma-
jor issue in employee compensation, and developing more efficient means
to process and monitor them is a vital concern of human resources ad-
ministrators in health care.”> Among mechanisms that may be of use to
these administrators in monitoring and controlling benefits are setting
quality performance standards for benefits providers and offering employ-

ees a wide choice of options within specific plans.>*

LEGAL/REGULATORY ISSUES
AND COMPLIANCE

Numerous federal, state, and even local regulations and laws govern hu-
man resources administration in healthcare organizations. Among the
chief federal roles are establishing regulations and laws in the areas of
equal opportunity, safety, and labor relations.

A major factor in concerns about equal opportunity is the 1964 Title
VII of the Civil Rights Act, which prohibits discrimination based on such
criteria as ethnic identity, gender, and religion. Subsequent amendments
to the act have extended it to cover a broad range of organizations, in-
cluding healthcare organizations. In addition, the 1967 Age Discrimina-
tion in Employment Act prohibits unequal treatment based on age.
Another major anti-discrimination act, the 1990 Americans with
Disabilities Act, seeks to ensure fair treatment of the disabled, including
alcoholics, people with emotional illnesses, the learning disabled, and
those with attention-deficit disorder. One area not yet covered by federal
anti-discrimination law is discrimination based on sexual preference,
which currently is addressed only in some state and local ordinances.

Safety in working conditions of employees is the major concern of the
1970 Occupational Safety and Health Act. Under that law, the Occupational
Safety Administration (OSHA) of the U.S. Department of Labor specifies
standards for such areas as bio-safety and physical plant operations. OSHA
has the power of inspections to enforce its standards. Because many health-
care organizations use radioactive substances in diagnosis, treatment, or
both, those aspects fall under the purview of the Nuclear Regulatory
Commission (NRC) under the 1954 Atomic Energy Act.
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The keystone of federal labor law is the 1935 National Labor Relations
Act (NLRA), also called the Wagner Act, which provided employees with
basic rights of organizing for collective bargaining. The earliest version of
the law put proprietary healthcare organizations under its jurisdiction but
excluded public institutions. The status of private, nonprofit healthcare
organizations was left to the courts for interpretation.

In 1959, a Republican-dominated Congress amended the NLRA
through the Taft-Hartley Act in an attempt to plug what were perceived as
loopholes too favorable to labor. Among other provisions, it specifically
exempted nonprofit healthcare institutions from the NLRA. Section 14B
of Taft-Hartley allowed states to pass “right-to-work” laws prohibiting any
bargaining agreements that forced employees to join unions.

In 1967, a Congress more favorably inclined toward the labor side of
the labor—-management equation formally brought nonprofit healthcare
organizations under the NLRA by passing Public Law 93-370. However,
PL. 93-370 did exempt smaller institutions (e.g., “mom and pop” nursing
homes) from its provisions.

To ensure adherence to federal regulations, and in response to relevant
court cases, proactive healthcare organizations are increasingly moving to
establish corporate compliance programs, which aim to prevent and detect
criminal violations of federal law.>> Most hospitals, for example, either have
such plans in place or are moving to establish them.’¢ Such programs are
headed by a corporate compliance officer who has direct access to the CEO of
the organization but is removed from the organization’s direct chain of

command to facilitate employee confidence in reporting violations.>”

THE ROLE OF HUMAN RESOURCES
ADMINISTRATION IN SUPPORTING
FUNCTIONS

Human resources administration plays a key role in supporting most ma-
jor planning activities of a healthcare organization. Physical resources,
programs, and human resources all must be coordinated to allow the or-
ganization to grow and flourish.

In organizational change efforts, the human resources department can
facilitate the testing, implementation, and continuation of programs for
organization development. Given the lengthy time period needed for
such programs to take hold (as even organization development experts
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stress), on-site human resources personnel can continue to shepherd
progress in the organization development initiative long after outside con-
sultants have left the scene.>®

The human resources staff can play a valuable role in continuous
process improvement, helping to guide work groups and “brainstorming”
teams. Also, quality assessment is at least partially the assessment of em-
ployees and their interactions, and human resources staff can be of help in
this area as well. Inventorying the nature of the organizational culture
may even give indications of crucial cultural barriers that can hinder the
implementation of initiatives in total quality management or continuous
quality improvement.”®

Finally, because a healthcare organization’s most valuable component is
its people, the human resources staff can help with the continuing identi-
fication and nourishment of employee potential. The lower-level clerical
assistant of today, properly identified and encouraged, may be the depart-
ment head—or even CEO—of tomorrow.

CONCLUSION

Healthcare organizations share a variety of basic organizational character-
istics with many other types of organizations. Their human resources
components also perform basic functions, which, though similar at the
most general level, have to be implemented in a great variety of specific
organizations. The chapters that follow will examine how these functions
are carried out in particular types of healthcare organizations.
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CHAPTER

Human Resources
Practice in the

Public Sector
Harold R. Griffin

VIGNETTE

Dana Griffin, a Marine Corps veteran and accomplished hu-
man resources practitioner with more than 10 years of experi-
ence, has recently accepted a position as Director of Human
Resources for a local Veterans Affairs Medical Center (VAMC).
Prior to accepting this position, Griffin’s experience was limited
to private sector health service organizations. Most recently,
she was Director of Human Resources at Valley General, a 425-
bed acute care facility with nearly 2,400 employees.

The VAMC is an acute care facility that operates 500 licensed
beds in a large metropolitan area. Currently, it has more than
2,900 employees who serve the healthcare needs of 150,000 to
175,000 patients per year. The American Federation of
Government Employees is the local union and is the exclusive
representative of all employees, with the exception of manage-
ment and a few other key positions that are excluded from the
collective bargaining agreement. The relationship between the
union and management can be characterized as “adversarial”
at times, which has led to mutual feelings of distrust and
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apathy. Although the VAMC has been moderately successful in
stabilizing the labor force in certain departments, such as
Social Work, Nuclear Medicine, Engineering, and Laboratory
Services, the turnover in other departments, such as Nursing,
Pharmacy, and Physical Therapy, has consistently exceeded in-
dustry averages.

Strict governmental rules and regulations apply with regard
to the hiring, disciplining, and retaining of employees. These
rules and regulations are intended to ensure consistency and
equity in the management of personnel, but they can also pre-
sent a unique challenge to the recruitment and retention of new
talent. This chapter provides insight into and approaches for
successfully navigating these and other frequently encountered
challenges facing healthcare human resources departments
that operate in the public sector.

INTRODUCTION

During the 1990s, the U.S. economy underwent significant changes that
required organizations to improve their performance and customer ser-
vice, empower employees to get results, and reduce costs. These changes
challenged human resources management (HRM) practitioners in both
the private and public sectors to help organizations—both large for-profit
companies with declining profit margins and federal and state agencies
funded by shrinking tax revenues—to address these issues successtully. In
the public sector, human resources managers work to serve not sharehold-
ers or owners, but rather the people as a whole. They also seek to further
the interests of the community, whether that community is as small as a
city or as large as the nation.

Downsizing, new approaches to human resources (HR) development
and labor—management partnerships, and redirection of the HRM func-
tion have also affected public sector HRM in recent years. Downsizing
occurred 25 to 30 years after a period of growth in the federal government
and resulted in a reduction of 351,000 positions between 1993 and
1998.! Such reductions were accomplished by targeting highly paid em-
ployees and supervisors and offering buyouts that appealed mainly to em-
ployees who were eligible to retire.

While downsizing achieved the primary goal of reducing the federal
payroll, it produced some unanticipated negative results as well. Orga-
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nizations discovered that downsizing actually increased costs for training,
overtime, contingent workers, and salaries. Furthermore, it engendered
long-term morale problems for the remaining employees that resulted in a
loss of organizational intellectual capacity and skill imbalances.?

Increasingly, successful managers were required to understand their
HRM responsibilities (hiring, firing, developing, and evaluating employ-
ees) and to take on more of these duties as part of their jobs. HRM pro-
fessionals’ responsibilities shifted to advising and supporting managers
and helping them provide a work environment where employees were
treated with respect and dignity—functions that have been traditionally
associated with the private sector.? This trend led to an increased focus in
the public sector on developing and using HRM tools and techniques to
implement real changes in HRM.

This chapter focuses on HRM in the public sector, examining how it
functions relative to the areas of recruiting and retention, compensation
and benefits, performance management, training and education, and col-
lective bargaining. Where appropriate, applications are made to public
health and health care in general. Strategic HRM and current HRM chal-

lenges are also discussed.

OVERVIEW OF THE SETTING

Public sector HRM is concerned with giving the people who make up the
public sector workforce the tools, practices, strategies, and leadership
needed to carry out the policies of government effectively and efficiently.4
This section discusses the qualifications of public sector HR administra-
tors and the unique challenges that they face in their public sector work.

QUALIFICATIONS OF HUMAN
RESOURCES ADMINISTRATORS

HR administrators perform a number of functions, depending on their
level, as determined by the employee population in the department,
agency, or bureau in which they are employed.” At the managerial level,
the HR administrator may be responsible for the following tasks:

* Administering the entire personnel program, excluding collective
bargaining and labor relations, in the central office of a department,
bureau, or commission that has decentralized operations, or in a de-
partment of administrative services in the HR division
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* Planning and directing the activities of one or more statewide HR
programs or operating units or sections

* Supervising the activities of HR analysts and/or managers at lower
levels®

HR administrators must be knowledgeable about business and human
resources and public administration; civil service laws, rules, and policies;
procedures and provisions of collective bargaining contracts; supervisory
principles and techniques; speech and effective communication tech-
niques; public relations; and budgeting. In addition, they must have good
computer skills.® They must be able to define problems, collect data, es-
tablish facts, and draw valid conclusions; write complex reports and posi-
tion papers; counsel others on sensitive and controversial matters; and
establish a friendly atmosphere as a supervisor. Among the educational
and experience requirements are a minimum of a bachelor’s degree in
business, human resources, or public administration; several years’ experi-
ence in business, human resources, or public administration; and supervi-
sory principles and procedures.”

Issues in HRM Administration

During the 1990s, when the public sector experienced significant down-
sizing, some agencies that reduced or eliminated their HRM functions
relied on employees in other specialties to perform HR work as collateral
duties. These employees often did not receive sufficient training to en-
able them to perform this work accurately and efficiently. Also, many
transaction-based activities, which are generally administrative and rou-
tine in nature, began to be automated and moved to a shared-delivery sys-
tem. At the same time, as HRM staffs were being reduced, they were
being asked to perform such higher-level responsibilities as managing
change, leading strategic planning, and resolving conflicts.?

Federal agencies’ ability to respond to the downsizing challenge was se-
verely limited by both perceived and actual barriers that existed in the
HRM system. Managers considered the systems to be too complex and
inflexible, and accountability for performing major HRM functions such
as hiring, handling issues related to classification and pay, supervising per-
formance management, nurturing human resources development, and
enforcing discipline was unclear.?

By the end of the 1990s, however, organizations began recognizing that
people were the key component needed to achieve strategic goals and ob-
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jectives and that HRM had to be redefined in terms of results. In prag-
matic terms, this understanding meant that managers were free to adjust
work and people to meet agency goals and objectives in a cost-effective
manner; create and maintain a quality, diverse workforce; lead and train
employees and develop their talents; foster a quality work environment
that let employees manage work and personal responsibilities; and pro-
mote cooperative relationships with employees and unions.?

To achieve these goals, a report by the National Performance Review
(NPR), created by President Bill Clinton in 1993, proposed comprehen-
sive civil service reform legislation and HRM reform.? The NPR, now
known as the National Partnership for Reinventing Government, was an
intervention led by a task force of approximately 250 career civil servants
and a few consultants, a few state and local government employees, and
leaders in organizational change from business and government. Their
aim was to create a federal government that “works better, costs less, and
gets results Americans care about.”!® ® 1) This effort, guided by Vice
President Al Gore, saved taxpayers $136 billion, reducing the per capita
cost of government spending for the first time since the Eisenhower ad-
ministration, downsizing the federal workforce by 17%, and prompting
the passage of 90 laws intended to streamline government.!?

These changes had limits, however. Created more for legions of clerks
rather than for the more sophisticated workforce of the 21st century, the
hierarchy of employees in the federal government is based on a system of
occupational pay levels, or “grades.” Federal civil service workers begin
their employment at an entry grade level and initiate a climb up a “career
ladder.” Each rung represents a serial promotion. Some of these promo-
tions are noncompetitive and are awarded at regular intervals as long as
the employee’s job performance meets expectations.

The NPR recommended that the Office of Personnel Management
(OPM) take steps to “dramatically simplify the current classification sys-
tem and give agencies greater flexibility in how they classify and pay em-
ployees” so that agencies could more effectively recruit and retain quality
staff.? (-39 It was recommended that the OPM propose legislation to “re-
move all grade-level classification criteria from the law”!! - 25 and to
adopt the broad-band approach to classification.?

Despite these and other efforts, civil service reform legislation has not
been passed. Nevertheless, many federal agencies have taken vigorous
action to reform and reinvent HRM within the structure of the current
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system by using existing flexibilities or solutions to a greater extent and by
removing unnecessary barriers created by the agencies themselves. For ex-
ample, the classification system has been identified as a major barrier to
structuring work responsibilities to accomplish agency objectives. An in-
terim broad-band model was proposed as one solution for overcoming
this barrier.!? In addition, the OPM has taken several steps to reform fed-
eral HRM systems, such as decentralizing and deregulating performance
management. Some agencies have also delegated the authority for classify-
ing positions to managers.

Revamping HR practices to improve government operations at the
state and local levels is now under way as well. More than 11 million peo-
ple are currently employed by local governments throughout the United
States, an increase of more than 20% in the past 10 years.'* According to
Hays, the continued delegation of federal power to the state and local lev-
els will mean continuing growth of the state and local sectors.!® The liter-
ature reveals not only a concern with the administrative aspects of HRM
at the state and local levels, but also with the “people” aspects, such as job
satisfaction and creating a climate based on principles of merit, fairness,
and openness.

HRM researchers and practitioners have devoted much study to the
reasons people give for why they are satisfied or unsatisfied in their jobs.!¢
Practical reasons for understanding and explaining job satisfaction—such
as increasing productivity and organizational commitment, lowering
absenteeism and turnover, and, in the long run, increasing organizational
effectiveness—have been at the heart of these investigations of job satis-
faction. More humanitarian reasons—for example, the principle that em-
ployees deserve to be treated with respect and to work in an environment
that maximizes their psychological and physical well-being—have also
been part of the focus on job satisfaction.!” Research has shown that sat-
isfied workers tend to go “above and beyond the call of duty,”!” whereas
dissatisfied workers tend to show counterproductive behaviors, including
withdrawal, burnout, and workplace aggression.18

Some studies have begun to emerge that focus specifically on job satis-
faction of government employees at the federal, state, and local levels. At
the federal level, the Partnership for Public Service and American
University’s School of Public Affairs’ Institute for the Study of Public
Policy has published Best Places to Work in the Federal Government 2005."
Findings are based on a government-wide survey of almost 150,000 fed-
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eral employees working at 250 agencies. Performed by the OPM, the sur-
vey found that the Office of Management and Budget, the National
Science Foundation, and the Nuclear Regulatory Commission were the
top-rated agencies, with all registering scores of 75% or higher in em-
ployee satisfaction.!” Conversely, sounding an alarm just a few years ago
about dwindling interest among graduates of public policy and public ad-
ministration schools in working for government was Paul Light,?? who
reported that the percentage of new graduates secking employment in the
federal government fell between the early 1970s and 1993 from 21% to
15%. In a survey of 1,000 graduates, researchers found that only 65% of
those working in government were “very satisfied” with their work, falling
behind the 66% working in the private sector and the 75% working for
nonprofit agencies who said they were “very satisfied.”?’

Despite the fact that in The Best Places to Work in the Federal
Government 2005, the private sector scores in employee engagement and
employee satisfaction overall remained higher than overall scores in the
federal government, the difference between them shrank between 2003
and 2005: 3% of federal agencies had a higher overall score than private
companies in 2003, but 20% beat the private sector score in 2005.
Longitudinal studies, including the biennial reports in the Best Places se-
ries, may with time identify whether this upturn in satisfaction indicates a
meaningful trend.

One of the more recent studies of local government is Ellickson and
Logsdon’s21 investigation of job satisfaction, which found that job satis-
faction of municipal government employees is significantly influenced by
perceptions of employee satisfaction with promotional opportunities,
pay, and fringe benefits, with promotional opportunities being a major
consideration.

Selden, Ingraham, and Jacobson?? identified emerging trends and inno-
vations in state personnel systems using data collected from a national sur-
vey conducted by the Government Performance Project. These researchers
compared states in the areas of personnel authority, workforce planning,
selection, classification, and performance management. Results showed
that many states are modernizing their HR practices by delegating author-
ity for personnel functions to agencies and managers, shifting their HR
missions to being more proactive and collaborative with agencies, and
adopting performance management systems that integrate organizational
and individual goals. Proactive and collaborative HR operations seek a
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viable connection between employees’ skill sets and the agency’s organiza-
tional mission; they also recognize that such a connection promotes em-
ployee engagement and discourages job shifting, which is expensive for
the employer.

Wisconsin has been a leader in acknowledging that government HR
systems and processes must become more responsive, flexible, and effi-
cient. The Wisconsin Department of Employment Relations has modern-
ized state civil service laws, delegated decision making to operating
agencies, developed creative ways to assess job applicants, made greater
use of technology, expanded recruiting activities and affirmative action ef-
forts, created more flexibility in compensation, and developed partner-
ships with public employee labor unions. These reforms have resulted in
faster hiring, well-qualified job candidates, a more diverse workforce, and
better ways to reward and retain talent.??

RECRUITMENT AND SELECTION

Both private and public sector organizations compete to employ the same
people. Indeed, their ability to function depends on having enough peo-
ple who possess the needed skills and knowledge.* In the public sector
and particularly in public health, there has been a long-held assumption
that health professionals are motivated by intrinsic rather than extrinsic
factors, which has influenced both recruitment and retention policies.4
The World Health Organization, however, notes that other factors moti-
vate public sector health workers, including flexible working schedules, a
safe work environment, and continuing education and career develop-
ment opportunities; also, like all workers, public health workers are moti-
vated by equitable and timely pay.24

In the public sector, the flow of high-quality new hires has decreased
dramatically while the average age of workers has risen. Today many man-
agers are attempting to rebuild a pipeline of entry-level employees in the
most competitive labor market of the last 40 years.!

Current federal hiring methods have not kept pace with the private sec-
tor. While federal departments and agencies have the authority to con-
duct their own recruiting and examining for most positions, and although
central registries and standard application forms have been abolished,
agencies must still use the same rules and regulations as before. Therefore,
hiring at the federal level remains a slow and tedious process.
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RETENTION

According to Soni,?> the current rigid command and control system—in
which a manager has power over all equipment, personnel, procedures,
and communications necessary for the planning, coordinating, and exe-
cuting of a strategic tactical operation—restricts managers and workers to
such an extent that individuals are not encouraged to work or act cre-
atively. Advances in technology require a new kind of public sector em-
ployee: the knowledgeable worker with an entrepreneurial spirit.

The State of Texas has experienced the same recruitment and retention
issues that exist at the federal level. Demographic trends and the demand
for higher skills present major workforce challenges for Texas. For exam-
ple, it was estimated that turnover would cost the state $345 million in
2004. At that time, almost half of all state employees had fewer than five
years of experience with their current agencies. Another segment of the
workforce was rapidly reaching retirement age, which was expected to re-
sult in the loss of state and institutional knowledge.?® These career civil
servants had entered state employment in the 1970s, committed their ca-
reers to their agencies, and were nearing retirement in 2004. Frequent job
shifting by workers who entered the ranks of state employment—as well
as federal employment—Iate in the 20th century meant that the govern-
ment workforce might be broad but not deep and that the sweep of re-
tirements scheduled as baby boomers leave employment (32% are
expected to be eligible between 2001 and 2005) could result in what has

been termed “an erosion of institutional memory.”%7 (Pp-ix 6)

COMPENSATION

The federal compensation system was established at the end of the 1940s,
when more than 70% of federal white-collar jobs consisted of clerical
work.?8 Today, government work is highly skilled and specialized “knowl-
edge work.” Yet despite the obvious technological advances, pay and job
evaluation systems that were designed for file clerks in the 1940s are still
in use.

As noted earlier, the federal system is based on a hierarchy of occupa-
tional pay levels, or “grades.” At entrance into the federal civil service, work-
ers are assigned a grade according to their occupation, and throughout their
career they move up in grade at promotions. If they meet performance
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standards, they receive promotions at regular intervals, but not usually
more than once annually. Sometimes, however, two-grade increases are
awarded. Pay is tied to grade, and each occupation’s grade has its own pay
level and its own steps within the grade.?’

Physicians or lawyers, for example, might be hired at grade 11 or 12,
and might be paid somewhat higher pay—entering at a step higher than
step 1—if it was difficult to attract applicants.>® Those who have master’s
degrees might be hired at grade 9, and those with bachelor’s degrees are
likely to be hired as professionals at grade 5, 6, or 7. Grade 4 is for those
who have technical training or experience and skills as technicians. If a be-
ginner has a high school diploma or some training, he or she might begin
employment at grade 2 or 3. Grade 1 is reserved for beginners without a
high school diploma and without experience (e.g., clerks).

After federal workers who are not supervisors reach the highest rung on
their career ladder, they can still obtain pay increases (step increases) for
performance that meets the standards of their agency or for outstanding
performance.>® Promotions, however, are typically competitive, based on
merit, and depend on vacancies occurring.

Supervisors and managers are eligible for promotions, bonuses, and
longevity increases. At the very top of these leadership positions is
the Senior Executive Service (SES), an elite corps of leaders who are at
a higher level than most other civil servants but below those who are
nominated by the Executive Branch and approved by the Senate. Few
civil servants are classified as SES workers. These positions elicit consider-
able competition, and pay increases are more likely to be based on per-
formance than are pay increases for lower-level positions.

Applicants for this elite group are expected to demonstrate their com-
petencies in five areas: (1) leading change, (2) leading people, (3) produc-
ing results, (4) demonstrating business acumen, and (5) building
coalitions and communications.?! Degrees earned or experience is not
enough. An SES employee in health care or a related field might be a
Veterans Affairs medical center controller, the chief of a center for medical
biotechnology, or the director of an office of biohazardous materials
management.

To remain competitive, employees are expected to expand and upgrade
their skills by participating in continuing education programs. Acquiring
new knowledge and skills can mean career advancement, increased re-
sponsibility, and rising pay. While universities and the annual meetings of
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professional associations have long offered such education, online educa-
tion programs, including some sponsored by traditional providers, have
become a substantial industry, representing a $7 billion market nationally
and a $25 billion market globally.3?

The persistent gap between the pay systems of the public and private
sectors has led to calls for a more flexible compensation and benefits sys-
tem—one that better supports the strategic management of human capi-
tal and allows government agencies to tailor their pay practices to recruit,
manage, and retain the talent needed to accomplish their objectives. A
more responsive compensation system would be characterized by per-
formance- and results-driven reviews and would recognize competitive
employment sectors with increases in base and ceiling pay as well as bene-
fit offerings that match those in the specific market. In the current federal
white-collar pay system, pay increases are not tied to performance; thus,
performance is a secondary consideration when setting compensation
rates.?8

Another aspect of the federal compensation system that makes it in-
creasingly irrelevant in the modern world is its emphasis on internal eq-
uity at the expense of external equity and individual equity.?8 The system
does not permit federal agencies to allow nonclassification factors—for
example, the importance of the work to the employing agency, salaries
paid by competing employers, and turnover rates—to influence base
pay. 28

Merit system principles, such as equity, procedural justice, and open-

ness, which were the foundation of the modern idea of a civil service,’

re-
main important today. Agencies that have already moved outside the
mainstream pay and job evaluation systems continue to use these princi-
ples effectively. The federal government as a whole can likewise be guided
by merit system principles as it considers modernizing its compensation
systems.?8

Some have argued that performance of government employees, particu-
larly in light of the terrorist attacks on the United States on September 11,
2001, is critically important.l’ 25,33 In the narrowest terms, government
operations that prevent terrorist attacks before they happen, governmental
interagency teams that detect and dismantle arms systems that could de-
liver weapons to terrorists, and other federal initiatives that work to keep
Americans and American interests safe have been accorded a more presti-
gious status, and so have the federal employees that make them successful.
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In practical terms, the U.S. Department of Health and Human Services
obtained permission from the OPM to hire health workers immediately
as needed in the event of such public health crises as a terrorist attack or
an infectious disease outbreak.>* In a modernized organization, the gov-
ernment would require a results-oriented compensation system in which
performance truly made a difference. Daley?3 asserts that if the federal
government is to recruit, manage, and retain the human capital needed to
accomplish and sustain this transformation, its white-collar pay system
would need to (1) incorporate the principle of providing equal pay for
work of equal value, (2) give agencies the authority and resources to offer
competitive salary levels, (3) recognize individual and organizational
competencies and results, and (4) link employee efforts and pay to ac-
complishment of objectives.

BENEFITS

In addition to initiatives undertaken to reduce the number of workers
through downsizing, reorganizations, mergers and consolidations, elimi-
nation of middle management, forced early retirements, and outsourcing,
there have been widespread initiatives to decrease benefits. Benefits in the
public sector, like those in the private sector, have also been affected.” 35
Two decades ago, federal government jobs were considered better than av-
erage when compared to those of the typical American worker. Not only
were salaries generally higher and health benefits better, but there was ex-
cellent job security and an outstanding retirement system, the Civil
Service Retirement System (CSRS).3

In the mid-1980s, the CSRS was replaced with the Federal Employees
Retirement System (FERS), which pays less in defined benefits at retire-
ment. Further, the Civil Service Reform Act (CSRA), combined with re-
cent changes in federal personnel regulations and practices, has taken
away the job security federal workers once enjoyed. Enacted in 1978 and
prompted in part by the Watergate scandal, the CSRA was the most dra-
matic civil service legislation in almost 100 years. Under CSRA, the Civil
Service Commission was abolished, and its functions were assumed by the
OPM, the Merit System Protection Board, and the Federal Labor Relations
Authority, created to monitor labor—management relations. Subsequently,
the environment in the public sector workplace has become more like that
of a private sector firm. As in private sector organizations, these changes



BENEFITS 85

have largely hurt the average and lower-level federal employees, but not
high-level executives, political appointees, or elected officials.”

The reductions in the number and level of benefits of public sector
workers have contributed to the growing schism between the rich and the
poor and the gap between the pay of workers and of top management. Job
security has also decreased, as layoffs and firings can now occur at manage-
ment’s discretion. This trend was reflected in increases in anxiety about job
insecurity among government employees, including white-collar employ-
ees, in the 1990s.3¢ Health insurance takes an increasingly larger bite out
of workers pay, and a growing number of Americans cannot afford it.>

A recent survey conducted by the International Public Management
Association for Human Resources, which encompassed responses from
324 public sector employers, found that over the most recent three-year
period, double-digit increases in health insurance costs occurred.3”> 38
Almost 90% of the public entities reported making changes to the health
benefits plan; one of the most common changes implemented was shift-
ing a greater share of the cost of health benefits to the employees. Of the
respondents, 99% offered health insurance to full-time employees, 67%
provided health insurance to part-time employees, and 92% offered den-
tal insurance. Costs to the public sector employer of providing health in-
surance ranged from greater than 40% of annual base payroll (12% of
respondents) to 31-40% (32%), 21-30% (38%), and 20% or less (18%).

A trend that has gained momentum in both the private and public sec-
tors is outsourcing of benefits. Outsourcing benefits functions can offer
many advantages for public sector employees, such as improved commu-
nications, faster feedback, and rapid problem solving. These elements can
also help boost employee morale and raise service levels.

The federal government’s HR agency, the Office of Personnel Man-
agement, has reportedly been evaluating the outsourcing of some HR
functions, according to a Conference Board report, HR Outsourcing in
Government Organizations, published in 2004.%° The Conference Board,
a nonprofit global organization working in the public interest, conducts
research and sponsors conferences to support business and to help it serve
society. Federal government options include both classic outsourcing or-
ganizations and lift-and-shift operations that take an agency’s existing HR
personnel, technology, and processes and move them off site and into the
vendor’s environment. The complexity of some HR functions makes
them particularly appropriate choices for outsourcing. Other processes
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besides benefits suggested as potential HR targets for outsourcing include
call centers, Web sites, and staffing and recruitment.

A review by the U.S. General Accounting Office (GAO) of such out-
sourcing by eight federal agencies found that drug and alcohol testing,
employee assistance programs, and health screening and wellness pro-
grams have been outsourced by some federal agencies. Other, more com-
plex activities outsourced were strategic human capital management and
workforce planning, organizational assessments, and benchmarking.40 In
addition to private outside companies, other government agencies that
provide reimbursable services were selected for outsourcing initiatives.
Benefits included freeing up agency staff to pursue strategic planning and
introducing staff to new areas of expertise. Conclusions, or lessons learned,
from using the alternative service delivery (ASD) options included the
following:

* The importance of grasping the complexity of the activity before at-
tempting to outsource it

* Setting measurable objectives as outcome measures

* Engaging in a meaningful relationship with the ASD vendor that
helps both parties through any contractual or performance problems

An outcome of the GAO review was the establishment of communication
between the council of chief human capital officers with the OPM, so
that information about ASD could be shared, cost efficiencies achieved
through ASD could be maintained or expanded, and accountability issues
could be addressed.

A local government entity, the Detroit Public Schools (DPS), offers an
illustration of the advantages of outsourcing. This school system was
plagued with a decaying infrastructure, dwindling enrollments, and a $70
million deficit. After several failed attempts at educational reform, offi-
cials recognized that educational reform and fiscal reform needed to go
hand-in-hand if they were to succeed in improving the school system. The
first step was to overhaul DPS’s benefits program. In addition to strug-
gling with the program’s complexity of databases, staff, and variability in
benefits, employees routinely were bounced back and forth between the
benefits office and insurance carriers, each of which promised—but did
not always deliver—answers to the employees” questions. The unsurpris-
ing result: employee frustration and an erosion of trust.
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Stephen Hill, the executive director for risk management for DPS,
demonstrated that outsourcing would offset existing expenses to the tune
of $3.5 million to $5 million by eliminating the exorbitant late fees and
administrative costs; eventually, it would enable DPS to negotiate com-
petitive plan rates. Hill was authorized to sign a five-year, $12.5 million
vendor contract.4!

While the unions were at first apprehensive about outsourcing (mainly
because of DPS’s past history of poor handling of employee claims and
problems), job losses were not a concern because the DPS benefits de-
partment was understaffed. When union leaders understood the new sys-
tem and, in particular, the new benefits employees would receive, they
switched their position to support outsourcing.

DPS realized three major advantages of outsourcing the benefits pro-
gram: cost savings, better union—management relationships, and better
customer (employee) service. DPS has saved $1 million each year in car-
rier overpayments, eliminated late frees, reduced its annual health insur-
ance costs by 4%, and negotiated premium increases that are 7% below
the average (13% versus 20%). Union—management relations have im-
proved because the new system has restored DPS’s credibility and given
DPS greater bargaining power in labor negotiations. By improving cus-
tomer (employee) service, DPS has significantly reduced the number of
benefits-related grievance calls unions would normally receive.4!

Benefits are becoming more important for state employees and are ac-
counting for an increasing proportion of the total compensation package.
Kearney's*? study attempted to identify factors that account for variations
across the states in individual and family health insurance contributions,
pension benefits, paid leave, child and elder care, and average salary.
According to Kearney, the level of union representation was the most con-
sistent and important determinant of compensation. Cost of living was
also predictive of some compensation factors.

Roberts*3 surveyed 118 New Jersey local governments on their em-
ployee benefits practices. The survey results indicated that these govern-
ments are competitive with the private sector in terms of traditional
benefits (health, pensions, dental coverage, and so on). However, local gov-
ernments lag behind the private sector in the deployment of key family-
friendly benefits, such as child care, elder care, flexi-place, flextime, and
job sharing.
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PERFORMANCE MANAGEMENT

In today’s world, the public sector clearly needs a results-oriented,
performance-based compensation system. The success of a performance-
oriented compensation system, however, depends on the quality of the
underlying performance management system.*4 A major and ongoing
challenge in performance management is establishing and communicat-
ing credible and reliable measures of performance, whether at the organi-
zational, work unit, or individual level.

A number of experts” 33 4440 ggree that the standards for and quality
of federal agency performance management and measurement are incon-
sistent. The OPM believes it may be time to establish a government-wide
framework for making pay distinctions based on performance.?
According to Daley,> the government needs to send a message to its em-
ployees: “Performance matters.” However, unless this message is sup-
ported by a compensation system that bases pay increases on performance
according to rigorous and realistic standards, it will likely be viewed as
hollow rhetoric.

In the private sector, pay is linked to performance as a matter of princi-
ple.!’ 47 In the public sector, linking pay to performance will focus
agency and employee attention on performance management, which
could create a strong (and much-needed) incentive for agencies to im-
prove how they measure and manage performance.??

In the area of differentiating levels of performance, which is already
done in private sector organizations, the federal government needs con-
siderable reform. Many agencies have applied “outstanding” ratings to so
many members of their workforce that the term has been rendered mean-
ingless;44 other agencies have inflated performance ratings altogether.12
Performance rated as better than fully successful starts as low as the 20th
percentile in many agencies.!2 The ingrained policies of general increases,
within-grade increases, and career ladder promotions also contribute to
the ineffectiveness of the current public sector system.4¢

Little research has been conducted to answer the basic question of how
effective performance appraisals are in public sector organizations.
Longenecker and Nykodym’s#® research examined which specific func-
tions were performed by the formal appraisal process in a public sector
organization, whether managers and subordinates differed in their per-
ceptions of appraisal effectiveness, and how the formal appraisal process
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might be improved. Their survey was administered to 357 members of
the professional staff of a large multipurpose public sector service organi-
zation located in the Midwest. This organization had a professionally
developed appraisal system, provided rater training, and required man-
agers to conduct annual reviews of subordinates who reported directly to
them.

The results of the study revealed that both managers and their subordi-
nates believed that the appraisal process encourages employees” input
about their jobs, informs employees of where they stand, helps clarify em-
ployees” performance and objectives, and facilitates the discussion of em-
ployees’ development. By contrast, the appraisal process was perceived as
being less than effective by both parties as a vehicle for improving em-
ployee motivation/performance and linking merit pay to the employee
performance.

These findings are particularly noteworthy, because two of the most fre-
quently cited justifications for doing performance appraisals are merit pay
administration and improvements in employee motivation and perfor-
mance. In each scenario, the appraisal system received disastrous ratings, es-
pecially from the subordinates’ perspective. Managers believed the appraisal
process was reasonably effective in both areas, while subordinates viewed
the process as ineffective. Given the importance of manager—subordinate
working relationships and effective manager—subordinate communications,
the findings suggest that managers might not be aware that the appraisal
process is not meeting the needs of their subordinates.

By its very nature, the appraisal process forces the manager to communi-
cate with the subordinate, but the converse is not necessarily true. The ad-
vantages of the appraisal process as a tool to improve manager—subordinate
relationships and communications are thus called into question by the very
individuals whom the process is supposed to benefit.

In state and local governments, the use of performance measures is being
driven by increased citizen demands for government accountability, greater
interest on the part of local legislators in performance-related information to
assist in program evaluation and resource allocation decisions, and the efforts
of various organizations and professional associations to make governments
more results-oriented.4> A progressive pressure system used in Dallas
County, Texas, which makes performance measurement and comparison
with targets a daily instrument of shared management, shows how these
concerns can be addressed satisfactorily.”
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Dallas County began regular quarterly performance reporting in the
early 1990s. By 1998, every county department was trained in outcome
measurement and was required to submit outcome measures as a part of
the budget process. These measures and targets have been reported quar-
terly since their development.

Nonthreatening, nonpunitive, progressive pressure is applied to man-
agers to focus their operations on outcomes. Dallas County has developed
a pattern of sending six to ten letters each quarter to department heads
whose measures fail to meet their targets. Approximately twice that many
nonperforming programs or programs with goals unrelated to the depart-
ments outcome measures are assigned to “watch list” status. Thus far,
there has been complete positive compliance with the requests for addi-
tional information. As a result, programs whose merit has come into
question are discussed informally at least once during the year at a per-

formance forum.>®

Ammons’!

examined how various municipalities define duties and
corresponding performance outcomes of city clerks, whose responsibili-
ties vary from community to community. The following examples illus-

trate the measures used, along with performance benchmarks:

* Providing advance materials for upcoming meetings (e.g., delivering
agenda packets at least four days prior to the meeting, as the city of
Sunnyvale, California, does. The same task is to be performed 15
working days beforehand in Overland Parks, Kansas).

* Promptly indexing council documents and actions (e.g., within five
working days, as is done in Anaheim, California).

* Promptly processing official documents (e.g., execute/publish/file
90% of official documents within 10 days of adoption/receipt/
authorization, as the local government does in Oak Ridge, Tennessee).

* Promptly retrieving records and information (e.g., 80% within 24
hours, as is done in Peoria, Arizona).

Within a domain such as health, city officers might set a benchmark to
meet or exceed the national rate for childhood vaccinations in their own
community.

TRAINING AND EDUCATION

Federal government educational requirements are similar to private sector
educational requirements for most major occupational classes. As might
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be expected, four-year college degrees are required for most professional
occupations. These positions are considered grade 5 or 7, and in 2003
paid between about $23,400 and $37,700.52 Within the federal govern-
ment, managers are usually drawn from the professional occupations. The
grades below them include office and administrative support workers,
whose work typically requires only a high school diploma. The grades
above them include personnel whose work may require additional train-
ing—physicians, lawyers, and scientists with doctoral degrees. For any of
these jobs, relevant work experience is an asset. For jobs that do not re-
quire even a two-year college degree, for example, most departments and
agencies would choose workers with vocational training or previous expe-
rience over those without.??

Training requirements vary between agencies and departments, but
most offer opportunities for employees to acquire or improve their job
skills so as to qualify for a new position or advance in an existing one.
Schooling outside the agency may be made more accessible by tuition as-
sistance or reimbursement. Executive or management training, as in the
private sector, may be offered within the walls of employment or sup-
ported in business schools at nearby university campuses. Seminars and
workshops are available to workers as well.>

UNIONIZATION

Nearly 17% of all union members in the United States are public sector
employees. More than 6% of all union members work in the federal gov-
ernment, and more than 10% have jobs in state and local governments.>
Approximately 37% of all government workers belong to unions.! Of this
number, about 60% are federal employees, and 43% are state and local
government employees.1 U.S. federal, state, and local governments must
deal with many different unions, as well as numerous individual bargain-
ing units.

At the federal level, the largest union is the American Federation of
Government Employees (AFGE), which represents about 600,000 federal
employees.”* The National Treasury Employees’ Union, founded in 1938,
has about 150,000 members in 30 government agencies.’® The largest in-
dependent union for nonpostal government workers, it organizes workers
from the Department of Health and Human Services, a government
agency that encompasses the Public Health Service, the National
Institutes of Health, and the Centers for Disease Control and Prevention.
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The oldest union representing federal government employees is the
National Federation of Federal Employees, which was founded in 1917.5

Although public sector employee organization efforts date back to the
early 19th century, a major landmark occurred with the passage of the
Lloyd-LaFollette Act in 1912, which first allowed federal government em-
ployees to organize. Even with this and other new rights to organize and
collectively bargain on issues such as salaries, hours, and working condi-
tions, governments on all levels have continued to resist the rights of their
employees to use the ultimate weapon at their disposal: the right to
strike.!

In 1935, the National Labor Relations Act (NLRA) was passed by
Congress, based on its power to regulate interstate commerce and to
govern the employer—employee bargaining and union relationship on a
national level. When the NLRA was being drafted and debated in the
1930s, a central question was whether compulsory unionism should
apply to government employees. The growing pool of government em-
ployees drew the attention of union organizers, but they faced great op-
position for a number of reasons.

First, opponents of mandatory collective bargaining for government
employees argued that compulsory union membership would threaten
public safety. For example, they argued that forcing military leaders to
bargain collectively with armed forces personnel unions would pose a se-
rious threat to the effectiveness of the national defense. Second, critics ar-
gued that there is a major difference between government and the private
economy in the areas of competition and consumer choice. For example,
private sector businesses that negotiate union contracts with extravagant
wages and inefficient work rules would soon be forced to drive up their
prices and sacrifice customer service to meet the demands of their labor
agreement. Recognizing these and other potential problems with public
sector compulsory unionism, Congress exempted government employees
from mandatory collective bargaining until 1978, when federal legislation
mandated collective bargaining for many federal employees.>”

The NLRA was amended by the Labor Management Relations (Taft-
Hartley) Act in 1947, which in part defined six unfair labor practices, and
by the Labor Management Reporting and Disclosure (Landrum-Griffin)
Actin 1959, which protected the rights of members of employees” unions
from unfair practices by unions. The employees and agencies in the fed-
eral public sector are currently subject to the Federal Service Labor-
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Management Relations Act (FSLMRA), which is administered by the
Federal Labor Relations Authority.>8

While there is general acknowledgment that unions have proved useful
in addressing many of the salary and working conditions issues of previ-
ous eras, some believe that today unions are an obstacle to reform in the
public sector.3> 5% %0 For example, technology has made many former
rote, tedious jobs obsolete. Budgeting and personnel administration activ-
ities in the public sector need more thoughtful, flexible workers who both
use the new technologies and create continuously improving public ser-
vices. Traditional boundaries between production and management are
breaking down, despite the unions’ traditional us-versus-them position
toward management.?>

In the public sector, HR strategy needs to consider the range of different
constituent perspectives and focus on both national and lower organiza-
tional tiers. This complexity precludes autonomous management actions in
many instances. If these characteristics of public sector HRM are ignored,
unrealistic HR strategies may be formulated that are destined to fail.®

CONCLUSION

This chapter discussed HRM in the public sector, including how it func-
tions relative to the areas of recruiting and retention, compensation and
benefits, performance management, training and education, and collective
bargaining. Strategic HRM moves away from the traditional focus on
management—trade union relations, workforce control, and organizational
policies and toward a view of the people in the organization as important
assets, or human capital. Public sector human resources administrators face
many challenges in today’s rapidly changing environment. Some of the
more significant challenges relate to recruiting qualified individuals into
public sector employment, finding meaningful career paths for these indi-
viduals, and accepting the necessity and challenge of culture change.

In the federal government, hiring remains a slow and tedious process as
compared with hiring in the private sector, even in a competitive labor
market. The number of high-quality new hires has decreased, while the
average age of federal workers has risen. Furthermore, rapid technologi-
cal change has required hiring of workers with corresponding skills, but
federal agencies are unable to make compelling offers to attract appropri-
ately skilled employees.“* Even with a reduced federal workforce, more
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than 100,000 hires will be required annually just to make up for attrition.
More than 20,000 of those hires will be for technical and administrative
professional positions where competition is most intense. Because years of
downsizing have resulted in more internal selection and less selection
from employees from outside federal agencies, human resources adminis-
trators will have to refresh their recruiting skills and develop creative ap-
proaches to attracting and retaining talent.4

Efforts to reform the current outdated and inflexible position classifi-
cation system must be made, not only to eliminate artificial and ineffi-
cient hierarchical organizational structures, but also to ensure that
talented individuals remain in federal service. These challenges must be
dealt with in other public sector areas as well. Most cities and counties use
a single classification system for all employees, although many (like the
federal government) use different classification plans for different kinds of
employees, such as clerks, trades people, professionals, and executives.
The smaller the jurisdiction, the more likely it supports multiple classifi-
cation systems.>’ Position classification systems work very well for a hier-
archical command-and-control environment. Advances in technology,
however, require that workers be cross-trained and allowed to move across
rigid positive classification systems.!

Labor market conditions have also had implications for succession
planning. While many public agencies have reexamined their approach to
recruiting, retaining, and managing workers, there has been a strong lack
of focus on succession planning. Currently, overall turnover rates are rela-
tively low—around 6%; in the future, however, the aging workforce and
skills imbalance will result in a retirement surge and fewer available
younger workers. At the same time, the nature of the employment rela-
tionship in public service is changing. Contrary to the traditional notion
that a career in public service is a career for life, a growing number of em-
ployees no longer want to spend their entire work life with the same em-
ployer or occupation.®!

Public sector agencies can pursue many strategies for change without
altering existing law or government-wide policy; however, true change in-
volves a fundamental shift in attitudes, culture, and values regarding the
civil service system and employment in the public sector. Such a shift will
require agreement among the stakeholders on the fundamental context
and content of the changes, champions to provide the leadership, and a

coalition of the key players to make it happen.*
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In today’s workplace, paternalistic cultures are being replaced by cul-
tures that foster greater equality and adult relationships.# These changes
will require employees to take more responsibility for their own compe-
tence, performance, and development.44 Meanwhile, executives and man-
agers at all levels must take responsibility for providing challenging work
opportunities and creating a culture that fosters learning, teamwork, and
accountability for results. Significant civil service reform should begin
with an articulation of values reflecting these culture changes. Current

merit system principles can provide guidelines; they should be retained to

the extent that they support the overarching values.? 13
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CHAPTER

General Principles of
Human Resources
Management in Public
Health Settings

Lloyd Greene

VIGNETTE

Robert Lewis sat back at his desk in the Human Resources (HR)
Department of the Maryland State Department of Health and
Mental Hygiene, pondering the past few years. National events
such as the terrorist attacks of September 11, 2001, and an-
thrax scares had created a growing awareness of and need for
public health services. This trend had amplified the importance
of his job, especially with the current and projected labor short-
ages; complex regulatory, jurisdictional, and legal require-
ments; and movement toward generic core competencies for
public health workers. There were certainly more challenges
ahead, especially in the diverse and unique work environment
of state public health—challenges he had better get back to
work on.
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INTRODUCTION

Public health settings lend themselves to rich and complex applications of
human resources strategies, skills, and practices. Often, 24-hour-a-day,
7-day-a-week demands on highly specialized, professionally diverse teams
functioning in a truly “open system” environment, typically in multiple
geographic locations, require consistent and thoughtful attention to hu-
man resources issues. Added to this work environment are the special val-
ues, such as altruism, concern for social justice, and caring for the
underserved, that many public health professionals bring to and find in
their daily work life.!

Effective HR management (HRM) should help create an environment
that provides equity, encourages productivity, organizes people to achieve
goals and desired results, and meets individual needs for achievement,
recognition, and growth. Best practice HRM is able to accomplish these
goals. While very little literature is devoted to this subject, and professional
organizations such as the American Hospital Association and the American
Society for Healthcare Human Resources Administration have largely fo-
cused on HRM in more generic healthcare settings, this chapter examines
those issues and practices associated with HRM in public health organiza-
tions. It covers the scope and work environment of public health settings
and the functions essential to an HRM role in public health settings. The
fully developed HR function typically includes policies, procedures, and pro-
grams for recruitment and employment, benefits, compensation, employee
relations, training, employee safety, and strategic leadership. These functions
are highlighted in each section of this chapter. The goal is to illuminate those
issues and practices that are germane to public health organizations and their
stakeholders. Given the importance of creating interdependence between
these functions, some overlap between sections is inevitable. The chapter also
describes generic issues and practices as well as examples of specific applica-
tions in public health environments.

To be of the greatest value, HR functions need to be aligned with and
connected as directly as possible to the business and strategic objectives of
an organization, department, or unit. To paraphrase David Ulrich, hu-
man resources needs to be connected to the real work of an organization.?
Furthermore, the major HR functions should be integrated with and sup-
portive of one another. In this sense, HR can take an important leadership
role in helping organizations achieve success.



OVERVIEW OF THE SETTING 101

OVERVIEW OF THE SETTING
Roles

According to the first enumeration of the public health workforce in more
than 20 years, 448,254 professionals work in this field at the federal, state,
or local level.> Approximately 75% are employed as nurses or in allied

health roles.* Some of the roles performed by these professionals are
nurse, medical assistant, nursing aide, social worker, physician, respira-
tory therapist, home health aide, pharmacist, and physical therapist.” In
addition, nonmedical roles include administrative support personnel,
technicians such as software and hardware experts, managers and admin-
istrators, inspectors, and epidemiologists. While approximately 67,500 of
these workers are employed at the federal level, chiefly by the Department
of Health and Human Services, the majority are employed by state or lo-

cal governments.©

The Work Environment and Public Health Programs

Communicable diseases, bioterrorism preparedness, immunizations, sep-
tic systems and wells, and restaurant inspections are just a few of the issues
with which public health professionals deal.” A review of the Austin/
Travis County (Texas) Health and Human Services Department identi-
fied public health services as including Environmental and Consumer
Health, Communicable Disease Unit, Emergency Medical Services,
Healthy Neighborhood Unit, Health Promotion and Disease Prevention
Unit, Public Health Emergency Preparedness and Response, and
Community Health Centers.® Examples of specific work sites for nurses
and allied health professionals include community clinics, mobile out-
reach units such as vans, schools, and wherever emergency response is
needed. Tasks that these professionals often perform include health assess-
ments, treatment, education, diagnosis, triage, referral, follow-up visits
with patients, pharmaceutical and nutritional counseling, and patient
transport. This work environment and programmatic diversity provide
many excellent opportunities for HRM to creatively and progressively
perform its role in support of organizational goals and outcomes.

Trends in Public Health Human Resources Management

Human resources management in healthcare settings such as hospitals
and, more recently, public health settings has been slowly evolving from a
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traditional, isolated personnel department to a more proactive HR func-
tion that is linked as directly as possible to an organization’s operational
and strategic needs.” A high-level view identifies public health challenges
as including labor shortages, the growth of managed care, an enhanced
role for prevention, the growing number of uninsured persons, shifting
public expectations, and restructuring at all levels.!°

More detailed information about the labor shortage will be covered in
the “Recruitment and Selection” section of this chapter. As an overview,
however, it is noteworthy that the overall labor force in public health has
been shrinking over the last 30 years even though the U.S. population has
been growing. The number generally reported as the size of the public
health labor force for decades was 500,000 but, as noted earlier in this
chapter, is now 448,254. With population growth, this dwindling of the
workforce has resulted in a significantly changed ratio of public health
workers per individual, up from 457:1 to 635:1.11 This trend has critical
implications for the nation’s health and the public health system’s capacity
to respond to crises such as the attacks on the World Trade Centers and
Pentagon and the later anthrax threats. Clearly, it heightens the need for
thoughtful, strategic HR actions and plans.

Growth of managed care seems to be a way of life in any healthcare set-
ting. Increases in healthcare costs, charges, insurance premiums, and indi-
vidual out-of-pocket expenses have forced more employers, individuals,
and governments into some kind of contractual relationship with
providers, including public health medical facilities. These arrangements
typically result in reduced revenue for healthcare providers in relation to
charges. For example, Medicare and Medicaid continue to reduce their re-
imbursement amounts. Combined with rapidly increasing costs of
providers driven by a steady rise in the cost of labor, the escalating cost
of pharmaceuticals, rapidly developing diagnostic and therapeutic tech-
nology, increased demand for services, and reduced or minimally in-
creased budgets for public health, it is not difficult to see that creative and
insightful management of human capital is essential in these settings.

As employers eliminate or significantly increase the cost of health insur-
ance for their employees, and as public assistance programs are eliminated or
drastically reduced, the number of uninsured persons in the United States
continues to rise. While most uninsured seek care at a crisis level through
emergency departments, often the burden of providing that care falls to pub-
lic health facilities, which further increases their financial pressures.
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As a result of terrorist threats including public infrastructure sabotage,
bioterrorism, and violence, the U.S. public now expects greater response
capability, surveillance, planning, and coordination from all levels of pub-
lic health. In summary, all of these trends have important implications for
thoughtful, consultative, and strategic HRM.

What would a more proactive and organizationally aligned HR role
look like in this environment, and how would this vision differ from the
more traditional personnel office approach? The HR role traditionally in-
cluded record keeping and technical attention to policies, benefits, and
compensation administration; tended to be reactive and unaligned with
organizational objectives or strategies; and tended to function in a closed
system model. That is, “personnel” did not need to respond to—nor were
they significantly affected by—external forces. The needs of public health
organizations, as outlined earlier in this section, would most likely be re-
acted to, not planned for, and almost certainly not managed by HR pro-
fessionals partnering with senior leaders. Partly because of external trends
and challenges, and partly because the evolution of the HR profession has
created a role that fully partners with stakeholders including leaders and
employees, the approach to HRM has begun to change. The role has
evolved toward a strategic business partner in both a programmatic and a
consultative sense.?

Predictions about future directions for HR roles indicate a change from
less programmatic to more consultative application of HR principles. This
shift will be driven, in part, by reengineering of the HR role to reduce costs
and focus on customer needs. Past criticisms of “personnel offices” focused
on their staff’s excessive concern with strict compliance with rules and pro-
cedures rather than results.!? More recent shifts in the terminology—if not
the emphasis—of the HRM function include the “human capital” ap-
proach. Human capital is defined as the know-how, skills, and capabilities
of individuals in an organization; it is seen as the most important resource,
particularly for knowledge-based organizations.!?

These trends have been the basis for three models of HRM reform in
public health organizations: customer service, organization development
and consulting, and strategic HRM.!4 In brief, the customer service
model exhorts HR departments to do what they do better and faster, rec-
ognizing that the manager is the key customer. The organization develop-
ment and consulting model suggests that HR professionals facilitate
resolution of large-scale organization problems and serve as internal
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consultants on human resources and a wide range of organizational prob-
lems and issues. This approach is often coupled with the HR department
giving up some traditional HR functions—for example, benefits adminis-
tration. In the strategic HRM role, HR professionals help create and sup-
port an organization’s mission, vision, and strategic stance through HR
alignment, planning, and actions. Each of these roles requires a differenti-
ated set of competencies, such as managing for customer service, reengi-
neering, process consultation, and creating a shared vision. It is probably
most useful for HR professionals to think of these models as polarities
rather than as absolute choices. Each can be useful and appropriate, given
organizational culture and needs.

Managing polarities requires “both/and” (not “either/or”) thinking.!>
This is particularly true of public health settings, which are characterized
by significant diversity in operating unit services, missions, goals, job clas-
sifications, and HR needs in general. Getting clarity about the HR needs
of an operating unit is a basis for determining which model(s) may be ap-
propriate at any given time. For example, given the previously described
trends facing public health, HR professionals could use the consultant
model to help organizations think about restructuring; assist managers in
responding to the shift in public expectations through patient relations
and cultural sensitivity training design and delivery; use the strategic
model to help address the labor shortage challenge; and use the customer
service model to help reduce costs, increase flexibility, and improve re-
sponse time to organizational problems.

The next part of this chapter deals with the basic HR functions. It de-
fines their meaning, describes their legal basis where applicable, and dis-
cusses practical issues related to application in public health settings.

RECRUITMENT AND SELECTION

The recruitment function is intended to expedite attracting well-qualified
applicants to organizations. It must do so within an increasingly complex
legal and regulatory environment that starts with defining and under-
standing the employer—employee relationship.

Regulatory and Legal Issues in Employment

The legal basis for most employer—employee relationships is known as “em-
ployment at will.” This concept defines the relationship between employee
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and employer to exist “at the pleasure” of either. Fundamentally, this can be
described as a noncontractual relationship, either implicitly or explicitly.
However, in terminating the employment relationship, most organizations
have adopted methods that allow for grievance hearings and progressive dis-
cipline for involuntary terminations. In public health settings, this ap-
proach is typically amplified because of statutory requirements.

For example, public sector employers, unlike their private sector coun-
terparts, deal with constraints imposed by constitutional guarantees, in-
cluding greater rights of due process and free speech, as well as privacy
protections incorporated into the U.S. Constitution and corresponding
to more expansive rights provided under state and local constitutions or
statutes.!® Both the U.S. Constitution and state constitutions protect
citizens from “government action.” Specifically the Fourth Amendment
to the U.S. Constitution protects against “‘unreasonable searches and
seizures” by the government or under government authority, and the Fifth
Amendment protects against self-incrimination (which deals with
crimes—and all criminal law is based on the government’s power to enact
criminal statutes). In short, the U.S. Constitution and most state consti-
tutions are designed to protect citizens from the government (the found-
ing fathers did not want a strong government in this sense). The
exception is the concept of privacy, which is not really spelled out in the
U.S. Constitution (but is in some state constitutions). Where the courts
have deemed that citizens have a right to privacy under the constitution
(U.S. or state), this ruling applies across the board, although the U.S.
Supreme Court has held that employees have a lesser expectation of pri-
vacy in the workplace than at home or even in their cars. In short, public
employers need to be cognizant of these distinctions and generally be
aware of the enhanced protections due to their employees.

Human resources managers in public health settings need to pay par-
ticular attention to these rights and are advised to seek legal council in es-
tablishing their HR policies. Likewise, HR managers in public health deal
with a statutory framework that differs in key respects from the frame-
work facing private employers.'® Thus managers and supervisors in the
former settings find themselves dealing with rules and regulations that are
unique to local labor contracts and/or employment practices for all public
entities in their jurisdiction, not just the public health providers. This
multiplicity of legal, jurisdictional, and contractual relationships greatly
complicates the relationship between employees and employers. It is
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advisable to create, wherever possible, a single basis for the employment
relationship. The “Employee Relations” section of this chapter will ex-
pand on this point and give some operational examples of this complexity.

Design and Implementation of Recruitment Processes

It is incumbent on HR departments to provide leadership in the design
and implementation of recruitment processes. In public health environ-
ments, this often must be done with civil service laws relating to hiring in
mind. These laws often detail the manner in which individuals are hired,
procedures for making promotion decisions, evaluation processes, and
disciplinary/termination procedures. Many of these requirements vary
substantially from state to state and sometimes even by locality within
those jurisdictions.'® This multiplicity of rules again adds to the complex-
ity of HRM in public settings, but should not prevent HR professionals
from adopting “state of the art” procedures. For example, one public
health clinic is considering the use of computer software to screen job ap-
plicants as a way of expediting the employment process, improving qual-
ity, and reducing costs.!”

Recruitment processes typically start with a needs analysis coupled
with a position-control, budget-driven system. They then move to various
levels of approval before HR people become involved. Position control
should link human resources and finance in the recruiting process. A
position-control system prevents attempts to fill positions for which no
budget dollars are available and therefore stops the recruiting process at its
inception. For example, if a manager wanted to fill a vacant position, he
or she would send a requisition (often via an automated system) to the
HR department. However, if the manager’s personnel budget has been
cut, the position has been eliminated, or, for some other reason, no fund-
ing is available to support hiring a new employee, the position-control
system would be aware of this fact and would prevent the requisition from
going forward.

Ideally, line managers should have the greatest involvement in the hir-
ing process, and HR professionals should help with coordination, policy
oversight, strategic leadership, and monitoring effectiveness and effi-
ciency. Having metrics that assess the quality of hires, the cost of the hir-
ing process, and the time it takes to fill a position is an example of a
value-added role that human resources can take in the recruitment
process. Anticipating and addressing a labor shortage, establishing em-
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ployment policies, and educating staff about legal issues in the employ-
ment process are other examples of HR roles in recruitment.

Recruitment Challenges and Opportunities in Public
Health Settings

Like organizations in most contemporary healthcare settings, public
health organizations are challenged to fill many clinical positions. Nurses,
imaging professionals, lab technicians, respiratory therapists, emergency
medicine technicians, medical assistants, medical social workers, and
physicians are examples of these sorts of caregivers. These professions are
plagued by a current and chronic labor shortage. For example, recent pre-
dictions indicate a shortage of 400,000 registered nurses by 2010.18
While this number includes nurses who work in all major practice
settings, including public health, it indicates the difficult recruiting chal-
lenge for healthcare providers. In fact, 30 out of 37 reporting states indi-
cated that nursing is the occupational class most affected by the workforce
shortage; nursing shortages are twice the shortages noted in the next lead-
ing class, epidemiologists.!? In addition, states report labor shortages for
laboratory workers, environmental health specialists, public health man-
agers, and microbiologists.

In addition to these current shortages, the Bureau of Labor Statistics, as
indicated in Table 5-1, predicts that the greatest growth in healthcare em-
ployment by 2010 will include medical assistants (50% increase), physi-
cian assistants (50% increase), respiratory therapists (33.3% increase),
physicians and surgeons (22.2% increase), and registered nurses (15% in-
crease).2? This trend will clearly amplify an already existing problem!

Coupled with this demand for new staff is the increasing national va-
cancy rate for RNs (11%), and other healthcare professions, such as phar-
macists (21%) and imaging technicians (18%).2! Another significant
variable affecting this labor challenge is the average age of public health
workers. According to the Association of State and Territorial Health
Officials (ASTHO), the average age of state public health workers is 46.6
years, while the average age of the U.S. workforce is 40 years.!” Because
the largest portion of the U.S. working population is starting to move
into retirement age, this trend toward an aging workforce creates new
challenges for filling vacant positions in public health.

Unless significant changes are made in our ability to educate clinical
professionals or healthcare delivery is restructured in significant ways, the
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Table 5-1 Employment of Selected Hospital Occupations, 2000-2010

Projected Percent Change,

Occupation 2000-2010
Total (includes public and private and all occupations) 9.8
Registered nurses 15.1
Nursing aides 11.1
Physicians and surgeons 22.2
Medical assistants 50.0
Respiratory therapists 333
Home health aides 33.3
Surgical technologists 16.9
Cardiovascular technicians 32.0
Respiratory therapy technicians 33.3
Physical therapists 15.9
Public health social workers 22.2
Computer support specialists 66.7
Health information specialists 22.2
Physician assistants 50.0
Social and human service assistants 33.3

Source: U.S. Department of Labor. Employment of Selected Hospital Occupations, 2000 and
Projected 2070. Washington, DC: Bureau of Labor Statistics; 2000.

workforce shortage will only increase. The aging population, increased
demand for health care, technological and clinical advances, and a more
educated patient population will be key drivers of this problem. Com-
bined with a projected increased demand on outpatient or ambulatory

2 a growing uninsured population, and a greater need for multi-

settings,2
lingual staff, the recruitment challenge for public health organizations
and their HR staffs cannot be overstated. Public health settings and their
HR professionals have attempted to solve this growing problem in several
notable ways: engaging communities and educational institutions, study-
ing best practices, searching worldwide, offering language instruction, es-
tablishing career paths, using more assertive personnel, and restructuring
the care delivery process. Additionally, using independent contractor em-
ployees where permitted by the Internal Revenue Service (IRS), contract
employees who are separate from independent contractor status, grant-

funded salary structures, evidence-based bonus systems, and rigorous
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salary and wage data have all proven effective in attracting and retaining
staff.

Gathering market data that use comparable statistics (i.e., average ac-
tual pay), compare job duties as well as job titles, are current, and are
based on an appropriate geographic recruitment area is an important first
step in this process. It helps create fair and competitive pay practices,
without which recruitment difficulties are amplified. According to
ASTHO, states are considering numerous strategies to ensure adequate

staffing of public health agencies:!?

* Increasing pay and benefits

* Offering flexible work schedules and telecommuting

* Providing professional training

* Training future public leaders

* Marketing public health careers at high schools and colleges

* Dartnering with educational institutions

* Using information technology and the Internet for recruitment

While these strategies are important and likely to have some impact,
they are essentially the same as those employed by most industries experi-
encing a labor shortage. In that sense, they do not give public health a
competitive advantage or highlight its distinctive attributes. Public health
settings offer unique opportunities and practice environments that attract
a special group of providers. For these people, their values, life experiences,
professional needs, and goals find their best match in these kinds of envi-
ronments.?? In addition, the work environment and scheduling in public
health clinics are often more attractive than those in acute care settings.
These characteristics can and should be used to attract job applicants
and to market these careers. Also, linking with grant-funded programs and
other sources of operating revenue can be an effective way to create funds
and interest for staffing and attracting staff. Finally, engaging communities
in diverse, multi-institutional, community-led collaborations to address
this problem is essential and has proven to be very effective.?* After all, this
is not a public health “industry” problems; it is a public problem!

At the national level, the Health Resources and Services Adminis-
tration (HRSA) commissioned a report entitled 7he Public Health
Workforce: An Agenda for the 21st Century, which made several strategic
recommendations to deal with healthcare workforce shortages.?> Table
5-2 lists these suggestions. Their primary emphasis is the creation of a
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Table 5-2 HRSA Public Health Workforce Recommendations

* Continued national oversight and planning for development of a public workforce
capable of delivering essential public health services across the nation

* Establishment of mechanisms to support workforce planning and training in all
states and local jurisdictions

* Greater use of a standard taxonomy to identify the size and distribution of the public
health workforce in official agencies and private and voluntary organizations

* Refinement and validation of public health practice competencies associated with
each of the various professions that make up the workforce to improve basic, ad-
vanced, and continuing education curricula for the public health workforce and
strategies to certify competencies among practitioners

* Strengthening of distance-learning strategies and technologies

Source: U.S. Department Health and Human Services, Core Functions Steering
Committee. The Public Health Workforce: An Agenda for the 21st Century. Washington, DC:
DHHS-PHS; 1997.

national, “systemic” approach to public health workforce development.
Getting a clear idea of need and, therefore, a quantifiable sense of the
problem, standardizing practice competencies, organizing and increasing
resources, and, most importantly, establishing policies and a national pri-
ority for public health workforce development are the key components of
this systems approach. In addition, creating increased capacity in our cur-
rent education and training delivery methods, including schools via tech-
nology, going to students versus having them commute, modifying
curricula, and creatively engaging communities, are alternatives for ad-
dressing this “throughput” problem. Although these recommendations
are intended for national action, many of the ideas contained in the re-
port could be implemented at the local community level.

EMPLOYEE SAFETY

Although most federal law applies to public health settings, one area of
federal regulation that does not typically apply to public health employers
is the Occupational Safety and Health Act (OSHA).?3 While employees
are thus not protected under the federal OSHA guidelines, local
jurisdictions often mandate a comparable program. Also, regardless of
requirements, it is advisable—for reasons of prudent management and
constructive employee relations—to design and implement a safety
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and work-related injury documentation, follow-up, and compensation
system. Such a system can aid in recruitment, retention, operations im-
provement, and public perception.

Although workplace safety and security functions are not always di-
rectly managed by HR professionals, they are highly interdependent.
Employee relations, training, and benefits are some HR functions that are
impacted by and impact employee safety and security. Human resources
leaders should help develop work site safety audits, identify roles in em-
ployee safety and security, participate in crisis management teams, de-
velop programs that help injured employees return to work, write policies
for and plans in response to workplace violence, provide and/or coordi-
nate employee safety training programs, and be involved in prevention
and security plans in relation to terrorism. Given the diverse and very
open environments of public health organizations, this is a complex and
increasingly critical HR and organizational issue.

COMPENSATION AND BENEFITS

As mentioned in the previous section, public health units are often sub-
sumed under a municipal umbrella on matters of safety. This is equally
true in the area of pay and benefits. This “umbrella” usually takes the form
of universal pay policies, practices, benefit programs, and pay and benefits
administrative functions that are intended for all public employees within
a jurisdiction. When a pay structure is established, jobs are evaluated for
placement within this pay structure, and, when hiring offers are made, a
centralized HR function for municipalities often dictates what kinds of
offers are extended.

Pay delivery in the public sector is often less than in the private sector.
While this difference does not create an insurmountable obstacle, it does
require a certain amount of “creative commitment” on the part of HR
professionals. Being able to invent solutions, understanding the range of
opportunity in each policy, and adding diverse people and processes to
develop alternatives are methods for adding divergent thinking while liv-
ing within the “letter of the law.” (As an aside, it should be noted that all
federal pay provisions such as the Fair Labor Standards Act apply to pub-
lic health settings.)

Benefits for public sector employees do not appear to be a competitive
advantage when compared to the benefits offered by private employers.
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According to ASTHO, many states are considering improving their bene-
fits programs to bring them in line with those of private employers.
Trends in benefits development and administration in all sectors of the
healthcare industry include choice, flexibility, spending accounts, pay in
lieu of benefits, benefits designed to increase with seniority, and greater
attention given to retirement programs.

For example, one public health system has designed a retirement program
that increases employer matching contributions based on an employee’s age
and length of service. This program is intended to retain employees as they
get older and to attract older job applicants who would otherwise start over
with regard to retirement benefits. These new, older employees get greater
employer matching contributions than new, younger employees. Retain-
ing and attracting older employees is critical not only because these
workers bring an increased level of experience and expertise, but also
helps address the labor shortage mentioned earlier in this chapter. Being
able to attract older job applicants, who would otherwise lose retirement
seniority, and retaining employees by increasing matching contributions
in light of an aging workforce are value-added HR strategies.
Additionally, rehiring employees who have already retired is an increas-
ingly common practice. A majority of states are considering ways to
do this.!?

Among other issues that this trend presents is the need to create flexibil-
ity in and alternatives for state or locally mandated retirement plans. Given
the increasing government oversight of retirement plans in general and the
need to very carefully manage departure from retirement guidelines, adop-
tion of such a plan will require thoughtful work by HR professionals.

The design and administration of benefits programs in public health
settings, like other aspects of HRM, are carried out by government agen-
cies and municipalities and, therefore, are intended to cover a broader
workforce than just healthcare workers. In this sense, it is incumbent on
HR professionals who work in public health settings to be advocates for
their staff’s special needs and to use creativity in administering their ben-
efit programs.

EMPLOYEE RELATIONS

Legal Framework

As mentioned earlier, many complex federal laws govern the relationship
between employee and employer. Laws such as the Americans with
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Disabilities Act (ADA), Fair Labor Standards Act (FLSA), and Equal
Employment Opportunity Act are intended to ensure that employees
are treated fairly and consistently with respect to policies, procedures,
and practices that govern day-to-day occurrences in the workplace.
Additionally, in public health settings, employee relations policies and
practices are frequently informed by state, local, and contractual relation-
ships between employer and employee. For HR professionals in public
health, this multiplicity of jurisdictions creates complex operational chal-
lenges. For example, while the FLSA provides federal guidance on pay
practices, one local public health clinic was able to modify its overtime
pay practices based on local interpretation of shift work needs and de-
mands on staff by the public. Another example of operational complexity
is worker’s compensation. While federal regulations inform the manage-
ment of worker injuries for most employers, chiefly through OSHA,
states are largely responsible for worker’s compensation provisions and
insurance programs. Some states permit employers to opt out of state-
sponsored worker’s compensation programs entirely.

While public health organizations may be exempt from some of these
provisions, HR professionals in these settings must be aware of the impli-
cations that these various regulations have for them. There are several per-
spectives on this issue:

* Employee relations perspective: Do employees believe that manage-
ment is concerned about their safety and well-being?

* Labor market perspective: Do prospective job applicants understand
that they will be treated fairly in the event of a job-related injury,
particularly when other employers have programs in place to do this?

* Public perspective: Citizens want to make sure that their govern-
ments treat public employees fairly.

* Statutory/regulatory perspective: The complexity of requirements
must be adequately addressed. Being aware of federal mandates that
affect employee safety, state provisions for employee safety, and local
government requirements for all public employees in this area in-
creases the need for well-thought-out HR policies and practices.

Because of this complexity, it is often useful for HR professionals to seek
advice to determine how much flexibility they have in managing to the in-
tent of these policies while maximizing the utility for their operating units.
One jurisdiction has done so by establishing “implementing procedures”
that allow for a relevant and business-related application of overarching
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policies.?® For example, to help public health organizations be more com-
petitive in a tight labor market, an expedited hiring process might elimi-
nate approval layers while staying within the framework of a hiring policy.

Policies and procedures that relate to employee discipline take on par-
ticular significance in public health arenas because of the legally man-
dated attention to due process. Public employees generally have a greater
right to due process than do employees in the private sector. It is critical to
have a well-developed “progressive discipline” process that lays out several
levels of sanction for employees to go through before or if involuntary ter-
mination is considered. This process should also include a well-developed,
clearly communicated grievance process.

Because public employees may be more directly connected to the polit-
ical process, and because elected officials are often members of governing
boards of public health providers and thus can make or influence HR
policy and procedures, HR professionals need to manage these relation-
ships and be aware of the impact of their policy decisions and actions in
this light. It is not uncommon for employees who believe they have been
treated unfairly or who dislike an HR policy to contact a public official
for help and/or some level of intervention!

Managing Relationships and Employee Relations Programs

Establishing a constructive, high-quality work life is fundamental to em-
ployee relations. Effective supervision, growth, affirmation, autonomy,
communication, and job design are some important variables to consider
in creation of a productive work environment. Public health settings offer
unique opportunities for implementation of these strategies. Public health
organizations tend to have a much lower turnover rate than the healthcare
industry as a whole: Average turnover for the healthcare industry as a
whole is about 20%,%” whereas turnover rates for public health environ-
ments are 10-14%.!° Given this stability, there are ample opportunities
to develop sustainable, constructive relationships with staff.

An axiom in managing employee relations is that, to the extent effec-
tive relationships are developed with employees, there will be a decrease in
the need for a “legalistic environment.” Put another way, if employers fo-
cus on developing a positive relationship with staff, they are less likely to
need to rely on policies or laws to govern their actions. Establishing
employee-valued methods for communication, seeking staff input on key
decisions, providing opportunities for job-related autonomy, assisting
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leaders to develop the capacity for establishing a constructive employee
relations environment, providing growth and affirmation programs and
systems for employees, and being fair (not necessarily consistent!) in the
treatment of staff are only a few ways to achieve this environment.?8

In the public health setting, there is also a unique opportunity to
match the value systems that many staff bring to their work in the form
of goal congruence.! The values espoused by these employees tend to be
altruism, social justice, care for the underserved, and public service.
Public health organizations can identify and communicate organiza-
tional goals and cultural values and offer opportunities for staff to expe-
rience these values in their work. Given the typical diversity of public
health settings, highly differentiated methods are often available that
could be used to achieve this employee relations goal. In other words,
one size does not fit all employees and work sites. The HR professional
should develop several approaches and methods, geared toward the par-
ticular staff composition and work site characteristics, to achieve this
constructive relationship.

Training and Education

While the standards found in the Joint Commission on Accreditation of
Healthcare Organizations (JCAHO) do not apply to any of the HR func-
tions found in public health settings, including training and education,
several public and private auditing agencies do review these organizations’
performance. In addition, HRSA has developed a set of “core competen-
cies” for public health professionals (discussed later in this section).*

State health departments, local review boards, and grant funding agen-
cies set their own standards and, in the case of grant funders, often have
HR requirements that differ from and conflict with state and local HR re-
quirements. This multitude of perspectives adds to the complexity of HR
management. Human resources record keeping, work rules, pay struc-
tures, and employment relationships are a few of the challenges that these
differing requirements bring.?3

Also, while JCAHO has explicit requirements and standards regarding
staff development and training, state and local review agencies and grant
sources have their own educational regulations. While JCAHO might
provide “one-stop shopping” for private sector healthcare employers with
regard to education requirements, these requirements in public health set-
tings often derive from diverse, sometimes conflicting sources and require
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HR departments to establish multiple tracking systems, documentation
processes, and delivery methods.

This complexity is usually coupled with the challenges associated with
having a geographically dispersed staff. The wide distribution of employ-
ees creates difficulty in training delivery, securing staff time for training,
documenting training, and measuring training effectiveness. It has re-
quired that training be done more frequently, via computer-based tech-
nologies, self-guided learning methods, “just-in-time” training, and
training delivered by peers.

Core Competencies for Public Health Professionals

Of the more than 450,000 public health workers in the United States,
only a fraction receive formal public health training.?” Most professionals
who do earn public health degrees receive their education from schools of
public health and, to a lesser extent, from public health degree programs.
Unlike members of virtually all other health professional groups, gradu-
ates of these programs are not certified as to their competencies.

In recent years, interesting and useful work has focused on the devel-
opment of core competencies for public health professionals.>® For exam-
ple, public health practitioners and academics who participated in a
Public Health Faculty/Agency Forum developed the list of suggested core
competencies shown in Table 5-3. They can be organized under two cate-
gories: technical skills and intrapersonal/interpersonal skills.

The technical core includes problem solving, data analysis, research de-
sign, policy development, program and financial planning, and basic
health science skills. While no one best method for developing this set has
been identified, it lends itself more to a didactic teaching/learning style.
This might involve a lecture, rule-driven approach for novices and case
studies for more proficient learners. These technical skills could also be
embedded in academic curricula and reinforced by employers through
their training resources or outsourced to local academic institutions.

The intrapersonal/interpersonal core includes communication, group
effectiveness, creating participative environments, cultural competence,
managing people, and applying basic “people” skills. This set of skills
lends itself to team- or organization-based experiential methods that
should be facilitated by content experts and focus on real issues within an
organization. Ideally, an organization’s leadership will play a central role
in this process. Leaders should set learning priorities, participate in the
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Table 5-3 Universal Competencies for Public Health Professionals

* Defining a problem

* Determining appropriate use of data

* Understanding basic research designs used in public health
* Communicating effectively

* Leading and participating in groups

* Soliciting input from individuals and organizations
* Policy development and program planning

* Cultural competence

* Basic public health sciences skills

* Financial planning and management skills

* Managing personnel

* Applying basic human relations skills

Source: Public Health’s Infrastructure. A status report prepared by the Centers for Disease
Control and Prevention, 2000.

design of major training events, participate in the set of training activities,
and be interested in follow-up.

Human resources professionals often have skills in many, if not all of,
these areas and can serve as in-house consultants to the process. Obtaining
this set of skills is important for all levels of staff. Educational methods in-
clude self-appraisal, values clarification, role-plays, instrumentation that
provides individual or group feedback, and dialogue. It is important to link
all forms of skill development to outcomes. Answering questions such as
“What will be different after we undertake this training?” or “How does this
training help us meet our goals?” keeps it relevant and value added.

Interestingly, the issue of credentialing for public health professionals
appears to be unresolved. Although it is viewed as important, the Ameri-
can Public Health Association is still considering this topic.!” In keeping
with a key dimension of job satisfaction, many states are considering in-
centives designed to advance the competencies of their public health
workforce, such as scholarship and school loan repayment programs,
work-study arrangements, professional training, and distance-learning
opportunities. By partnering with educational institutions, many states
are beginning to educate all health professionals about public health skills
and are developing basic public health curriculum units that can be inte-
grated within formal degree programs. This trend is consistent with the
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theme of developing and implementing core competencies for public
health professionals, whether they be caregivers or others.

Of particular importance in public health settings is the development
of management talent. The success of any organized health program de-
pends on effective management, but unfortunately health systems world-
wide face a lack of competent management at all levels.3! Management
development, particularly at the first-line level in public health, should be
given a high priority by senior leaders, funding agencies, and political
leaders. Human resources leaders should have the capacity to facilitate
this process and consult in the development of management education
systems that demonstrate a positive outcome for their agencies and, ide-
ally, show a return on investment. One problem that lack of management
capability fosters is development of “vertical” health programs that are
narrowly targeted and centrally planned. This practice discourages decen-
tralization, program integration, local participation, and initiative. In
other words, weak management is the enemy of fundamental public
health values.?! A useful place to start management development is to ask
the question, “What does it take to be successful as a manager in our or-
ganization?” Explicitly linking management education to organizational
goals, strategies, values, and mission in an evidenced-based way is another
excellent starting point. Training managers on the job and with the team
has proven to be the most useful approach for delivery of education.?

The American Public Human Services Association (APHSA) has taken
a very active approach toward defining leadership roles and competen-
cies.33 APHSA, founded in 1930, is a nonprofit, bipartisan organization
that brings together individuals and agencies concerned with human ser-
vices. Members include all state human services agencies, more than 150
local agencies, and several thousand individuals who work in human ser-
vices programs, including public health. APHSA has as its central role the
education of members of Congress, the media, and the broader public on
what is happening in the states around welfare, child welfare, healthcare
reform, and other issues involving families and the elderly.?? It offers HR
professionals a valuable resource when thinking about training and educa-
tion for their own organizations. The APHSA leadership and practice de-
partment currently offers the following services:

* Unique leadership development programs
* Leadership for high-performance training
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* A leadership “train the trainer” program
* DPersonal mastery training

* Leading major organizational change

* Executive team development

* Executive coaching

The intent is to focus on the special characteristics and dynamics of pub-
lic health environments as the key element in this education and develop-
ment activity.

STRATEGIC PLANNING

Public health organizations offer ample opportunities for strategic think-
ing and acting in the HR arena. The desire to contribute to the achieve-
ment of organizational goals is an important starting point for HR
strategizing. Table 5-4 lists some challenges that have been identified by
leaders in the public health arena. How can HR practices help address
these challenges in a strategic way? Mintzberg defines strategy as an intu-
itive, creative thinking process that involves both emergent and delibera-
tive strategizing.>4 In this sense, it comprises both analysis and synthesis.
To the greatest extent possible, HR actions must be invented that can
demonstrate a relationship to organizational outcomes, further goal

Table 5-4 Selected Public Health Challenges

* Growth of managed care

* Privatization

* Welfare reform

* Steering versus rowing

* Invisibility of public health

* Government and health department reorganization

* Emergence of new diseases and reemergence of old diseases
* Changing demographics

* Enhance role of prevention

* Growing number of uninsured

* Shifting public expectations

Source: Rowitz L. Leadership for the 21st Century. Public Health Leadership. Gaithersburg, MD:
Aspen Publishing; 2001.
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achievement, and use valid and reliable metrics. Starting with an end or
outcome in mind and a measurement method is critical. For example,
Table 5-4 indicates that one challenge is the “growth of managed care.” A
likely result from this growth is reduced revenue when compared to
charges. Human resources might help meet this challenge by developing
creative ways to reduce overhead costs through restructuring, increasing
the use of technology, redistributing HR roles, focusing or refocusing
compensation and benefit plans, and making HR practices (e.g., hiring)
more effective and efficient. As Mintzberg indicates, following this path
requires creative, intuitive thinking and acting. Additionally, HR profes-
sionals need to show how these actions will, in fact, help reduce costs.

Additional strategic challenges in public health include addressing the
labor shortage, changes in patient populations, growing uninsured popu-
lations, increased diversity, and changes in the regulatory environment. In
short, they require anticipating and creating the future! In addition, HR
professionals need to stay aware of and anticipate changes in the HR field
itself. In this sense, it is important to have systems or methods in place to
support this need. Certainly being connected to HR organizations such as
the American Society for Healthcare Human Resources Administration is
important. Likewise, being linked to experts in the benefits, compensa-
tion, employment/labor law, HR technology, and training areas is partic-
ularly useful in staying current and getting a sense of future trends. One
organization has responded to this problem by getting on e-mail distribu-
tion lists of consultants and experts in these areas. This was done at no
charge and resulted in frequent updates regarding changes and “pending”
changes. To the extent possible, it is most useful for HR professionals to
fully partner with their organization’s leadership in this effort. Human re-
sources strategizing is most effectively done through cocreation with and
support of senior leaders.

Having listed all of these strategic opportunities for human resources
in public health, it is important to emphasize the limited shelf life of
plans in turbulent environments such as health care. Specific plans tend
to have minimal value in this context. More useful strategically is what
some describe as having a management philosophy designed to provide
the organization with a long-term collective purpose and direction.?
Having a strategic “stance” rather than a hard-and-test “plan” might be
more appropriate in public health organizations. Having a clear, com-
pelling vision, understanding how an organization intends to relate to its
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employees, making sense of the external and internal environment, em-
phasizing core competencies, and being able to act spontaneously using
this information as a grounding are the essence of strategy in fast-chang-
ing environments. Conversely, there is no “either/or” equation in public
health. Having specific actions for each of the major HR functions that is
connected to an overall vision or stance is likely to be most productive.

CONCLUSION

Public health professionals provide a wide variety of services in an envi-
ronment that is both rewarding and demanding. The growing public
awareness of what was once an “invisible” part of the nation’s infrastruc-
ture is creating both opportunities and challenges. In addition, threats
such as terrorism, the need for greater coordination between public health
providers, and the increasing sophistication required of public health pro-
fessionals create a critical and rich setting in which human resources can
add value. Being aware of what distinguishes the management of human
resources in a public health context is an essential starting point.
Understanding the unique employment/legal environment and being
able to creatively manage within it requires strategically addressing the cur-
rent and increasing public health labor shortage; playing a key role in help-
ing staff acquire additional skills, including the move to core skills; aligning
compensation and benefits programs with public health organization needs
and goals; and, perhaps most importantly, being sensitive to and skillful in
establishing employee relations policies, programs, and actions that amplify
and reaffirm the values, interests, and professional goals of those people
who enter the field of public health. This chapter offered suggestions, guid-
ance, and overall approaches that HR professionals and public health or-

ganizations can use to add value and achieve success in these areas.
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CHAPTER

Managing Human
Resources in an
Integrated Healthcare
System

Kanak Gautam

VIGNETTE

In 2000, Mount Carmel Health Systems had a human resources
crisis on hand. Employees were unhappy and leaving their jobs.
Overall, staff turnover at the central Ohio health system was
24%. The nursing vacancy rate was at 12%. Only 47% of staff
rated Mount Carmel a great place to work.

To reinvigorate employee morale, Mount Carmel initiated a
cultural transformation program dubbed “Higher Ground.”
The program aimed to reconnect people with the reasons
they came into health care. More than 700 managers went on
week-long retreats where facilitators helped them discuss the
benefits of leading subordinates by inspiration and a call to
service. The Higher Ground program helped unite Mount
Carmel employees around a shared commitment to service.
Over time, staff turnover came down to 12%, and nursing va-
cancies decreased to 3%.'
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High turnover and cultural disenchantment have been com-
mon problems in many integrated health systems. Integrated
health systems were often created from an amalgam of organi-
zations that were very different in terms of their community
served, size, mission, and culture. Forging a common purpose
among such disparate entities remains one of the foremost
challenges facing human resources managers in health systems
today.

INTRODUCTION

Integrated health systems (IHSs) like Mount Carmel Health Systems
emerged in the 1990s in response to declining reimbursement and man-
aged care; they represented an attempt to improve the negotiating power
of healthcare providers, control costs, and expand revenues. An IHS is an
entity formed through acquisition or merger that provides a coordinated
continuum of care to a defined population. Organizations that form the
care continuum generally include physician practices, hospitals, long-
term care, and home health. Three features distinguish IHSs. Unlike
stand-alone facilities, they provide coordinated patient care across a care
continuum in an attempt to provide comprehensive care to patients.
Second, IHSs rely on primary care physicians (PCPs) to control costs by
acting as gatekeepers to manage illness and monitor specialist care. Many
IHSs acquired physician practices for precisely this purpose. Third, IHSs
assume responsibility for delivering high-quality patient care within a
fixed dollar limit set by payers. They contract with managed care organi-
zations at the system level, using their network of physicians and facilities
as negotiating leverage.

According to the American College of Healthcare Executives, there are
324 integrated healthcare systems in the United States. Some of the
largest IHSs are well-known names in the healthcare field—for example,
Intermountain Healthcare, Providence Health System, Advocate
Healthcare, Henry Ford Health System, Presbyterian Healthcare Services,
Sentara Healthcare, and BJC Health System. The number of hospitals
that are part of health systems has remained stable over the past several
years due to slowing of merger and acquisition activities since the late
1990s. This slowdown reflected the mixed results achieved by early merg-
ers. While many IHSs of the 1990s were able to improve their financial
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and clinical performance through integration, others faced resistance to
change from constituent hospitals and physicians. Another problem was
the excessive prices paid to acquire physician practices, which caused fi-
nancial distress and led to a wave of “de-integration.”

Despite the recent slowdown in IHS formation, today’s healthcare
markets are more concentrated because of IHSs. According to one study,
in 2000, the average market shares for the top four health firms in urban
markets was 99% for markets of 250,000 and less; 93% for markets be-
tween 250,000 and 1 million; and 73% for markets of more than 1 mil-
lion. Today’s IHSs have survived the de-integration phase and are the
market leaders in most urban healthcare markets. This chapter provides
an overview of human resources practices within IHSs. After introducing
the IHS setting, the chapter focuses on such human resources issues as
the formation of HR, strategic planning, recruitment, selection, reten-
tion, training and education, performance management, compensation,
ben-efits, unionization, and concludes by highlighting areas HR must
strengthen.

OVERVIEW OF THE SETTING

IHSs enjoy several strategic advantages over stand-alone entities:

* They enjoy economies of scale because they can spread their fixed
costs over a large patient base. They can also lower their overhead
costs by centralizing several departments across operating units such
as finance, legal, and laundry services, and by consolidating expen-
sive clinical services such as open-heart surgery, thereby reducing du-
plication of services.

* Their large patient base and wide geographic distribution of hospi-
tals and physician practices gives them power in negotiating rates
with managed care organizations.

* Their continuum of care allows patients (e.g., at a physician’s office)
to use downstream services as needed (e.g., hospital services), thus
ensuring them revenue for multiple services provided to the same
patient.

¢ They generally have strong system boards that are involved in strate-
gic planning and resource allocation and that are able to pool system
resources and maximize revenues across the system. System boards,
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by acting centrally, are also more successful in clinically integrating
services across the system and instituting quality standards.

Not all IHSs have realized these advantages. Indeed, IHSs have had to

fulfill several strategic requirements to be successful:

* Centralized strategic planning. Achieving agreement among diverse
operating units of IHSs, such as hospitals, physician practices, and
long-term care facilities, is difficult. It is important that all operating
units back a centralized system-level mission, vision, and strategic
plan.

* Functional integration. Departments such as finance, human re-
sources, purchasing, and quality, if maintained in each facility, are
duplicative. Several functional activities need to be centralized and
coordinated to control overhead.

e Clinical integration. Coordination of care between different operat-
ing units is essential. There should be consolidation of services, em-
phasis on continuity of care, good communication among caregivers,
and smooth transfer of patients and patient information. This is es-
sential for reducing clinical costs and improving patient care out-
comes system-wide.

* Physician integration. All clinical initiatives, whether related to qual-
ity improvement or continuity of care, require physician support.
Physicians must be involved in making key decisions, and physician
leaders must be identified and developed within the system. Physi-
cian compensation must also be aligned with system goals.

e Integrated information systems. Disconnected information systems in
operating units must be replaced with integrated information sys-
tems to provide centralized financial, clinical, and human resources
(HR) information to implement system plans.

* Cost cutting. Given reduced reimbursement, IHSs must reduce their
labor, supply, and clinical costs to survive in a managed care envi-
ronment.

* Effective staffing. Due to rampant worker shortages, creative recruit-
ment and selection programs must be instituted system-wide.

 Supportive organizational culture. Diverse organizational cultures in
different operating units make integration difficult. A strong system-
wide culture is needed to unite employees from diverse operating
units.
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* Managing change. Widespread change is critical for system forma-
tion. IHSs must educate employees about change, minimize their re-
sistance to that change, and provide ongoing support for required
fiscal and clinical changes.?

The Human Resources Function in an |[HS

The HR function is important for healthcare organizations in general, be-
cause healthcare organizations are labor-intensive and depend on effective
recruitment, training, and motivation of qualified personnel to take care
of patients. In IHSs, the HR function plays an additional role that is crit-
ical in meeting strategic goals, such as centralized planning; clinical, fi-
nancial, and physician integration; cost cutting; managing change; and
fostering a unified culture. At the outset, a distinction must be drawn be-
tween corporate HR within an THS and the HR offices in various operat-
ing units, such as individual hospitals, physician practices, and skilled
nursing facilities. Corporate HR operates at the system level by formulat-
ing and implementing policies for the entire IHS (see Figure 6-1).

CEO
XYX Health System
I I I |
Corporate VP Corporate VP Corporate VP Corporate VP
Human Resources Finance Strategic Planning Managed Care
(HR) (FIN) (SP)
I [ [ |
) . Group Nursing
Hospital A Hospital B Practice A Facility A
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FIGURE 6-1 Organizational Chart of an Integrated Health System



130 CHAPTER 6 MANAGING HUMAN RESOURCES IN AN IHS

Because this chapter focuses on HR in IHSs and not stand-alone hospitals
or physician practices, it will examine the activities of corporate HR.

The following sections discuss corporate HR activities, starting from
the time at which a health system is formed to its functions in the later
stages of system consolidation and growth. During system formation, the
corporate HR department is established, along with other corporate de-
partments such as finance, contracting, and physician relations. In this
phase, corporate HR must help recruit system executives and deal with
other birthing pains experienced by the health system. This formative
phase of corporate HR is characterized by challenge and uncertainty.
Only after this phase is completed can corporate HR get down to the
business of developing and implementing corporate-level HR policies
that will apply to operating units across the system. These policies relate
to fundamental HR activities such as planning, recruiting, training, eval-
uation, and compensation that are critical to effectively managing the sys-
tem’s human resources.

The Role of Corporate HR During IHS Formation

In the early stage of IHS formation, a corporate office is created with sep-
arate departments such as planning, finance, HR, and managed care con-
tracting. The first major challenge faced by the corporate HR department
is to hire senior vice-presidents and other system-level executives.
Corporate-level managers require different qualifications from managers
in operating units: They must combine “big picture” thinking with inter-
personal and coordination skills for implementing and monitoring corpo-
rate policies. To achieve this goal, internal talent within various operating
units must be assessed, and development of system executives must be
planned. It is common to recruit many executives from within the system,
as they are likely to be familiar with the IHS’s internal realities and better
able to negotiate change processes. At Barnes Jewish Christian (BJC)
Health System in St. Louis, for example, recruiting and developing sys-
tem executives was a high-priority project when this IHS was formed.
The corporate HR department identified core competencies needed by
system leaders and compared available management talent with business
plans. A decision was made to recruit most system executives internally. A
continuity plan was prepared that outlined the bench strength of BJC’s
management and recommended planned assignments to strengthen and

develop internal managers.?
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Another challenge encountered early on in IHS formation is helping
the health system deal with dislocations and changes caused by the merg-
ing of functions and changing employee roles and work conditions.
During this period of turmoil, strong employee communication is needed
to maintain morale and commitment. Corporate HR must conduct em-
ployee surveys to assess and promote employee understanding of the ra-
tionale for the IHS and its goals. Surveys often reveal that employees
understand THS goals but question the need for an IHS. Corporate HR
must explain the state of managed care development in the region and the
need for integration to compete effectively. In light of changes in em-
ployee roles, organizational development staff should teach managers and
staff how to manage personnel change, assist their subordinates to deal
with such change, and maintain and/or improve productivity. At Albert
Einstein Health Network (AEHN), for example, the HR department
used the term “surround communication” to explain the need for forming
an integrated health network. Bulletin boards were filled with stories of
unexpected closures and consolidations, all of which reminded employees
that such events could happen there. Bulletin board banners asked em-
ployees if they were prepared for change and had the skills for future
growth. Newsletters featured stories of employees who had successfully re-
tooled their skills to meet new challenges. Workshops on “survival tactics
in times of change” were offered to employees at all levels.

Another major issue is dealing with facility closures and layoffs. These
events can be demoralizing for employees, and how they are handled may
be critical in keeping operating units and their employees committed to
the new system. When Minnesota-based Health One closed the
Metropolitan—-Mount Sinai Medical Center (MMSC), an inner-city hos-
pital in its newly formed IHS, this move could have caused 2,000 layoffs.
Instead, the system’s leadership, in concert with corporate HR, imple-
mented an HR strategy instituting a hiring freeze at all units to provide
job openings for displaced MMSC employees. An off-site placement cen-
ter was used to match displaced employees with job offers throughout the
Health One system. In addition, the center was used to provide appropri-
ate job training to workers. Ultimately, most laid-off employees were ab-
sorbed within Health One’s multiple facilities.

Naturally, employees in a newly formed IHS tend to be anxious about
changes in compensation, benefits, and other HR practices. Many orga-
nizations delay addressing HR issues until late in the process. This tactic
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can have a negative effect on productivity and creativity by bringing out
the staff’s worst fears about their jobs, pay, and working conditions.
While detailed HR policies cannot be provided immediately, the time-
lines for making HR decisions should be shared with employees. A broad
framework for dealing with anticipated changes in other HR practices
should be provided. To allow staff to give their full attention to their jobs,
decisions about jobs, benefits, and other HR issues should be addressed
on a priority basis at this stage.

Beyond System Formation: Formulating and Implementing
Corporate HR Policies

After negotiating this early, uncertain phase, corporate HR can begin for-
mulating corporate-level policies that are applicable across the system.
The remainder of this chapter deals with these corporate HR policies.
Note that this discussion of corporate HR policies includes a large num-
ber of examples related to nursing. Although healthcare organizations
have a wide variety of professional and nonprofessional personnel, nurses
spend the most time with patients and act as central coordinators of clin-
ical services at the point of care that are provided by other employees,
such as therapists, technicians, and aides. Not surprisingly, within the
professionally diverse workforce in hospitals, nurses are most closely iden-
tified with patient care. In this labor-intensive area, nurses are also the
largest employee group and account for the largest proportion of the labor
budget. Due to their centrality, the shortage of nurses is the most pressing
staffing problem facing hospitals and healthcare systems today, and creat-
ing effective HR policies relative to nurses is a crucial concern. Also, more
has been written about nurse-related HR problems than about HR prob-
lems for any other set of caregivers. This lack of HR examples for other
types of caregivers is another reason for focusing on nurses in this chapter.

STRATEGIC PLANNING

Before discussing corporate HR policies, a word of caution for senior
vice-presidents of corporate HR is in order. It is imperative that HR and
other functions in different operating units of an IHS be involved at an
early stage in developing corporate-level HR policies—policies must not
be formulated by the corporate office alone. This is important, as corpo-
rate policies can preempt powers of local operating units. Corporate poli-
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cies address several key issues related to operating units: For example,
which corporate guidelines for recruiting and selection should govern op-
erating units? Which exceptions should be allowed, keeping in mind the
local market conditions? To what extent will the compensation structure
of operating units be retained or replaced? To obtain buy-in of operating
units on such issues, a representative task force is needed to discuss the
nature and scope of corporate HR policies. Fairview Hospital and Health-
care Services in Minneapolis appointed a 20-member employee task force
representing various Fairview organizations for this purpose. Representa-
tives included middle managers, supervisors, team leaders, and front-line
employees to help formulate corporate HR policies.? A participative pro-
cess is essential, because unilateral changes imposed by corporate HR can
cause widespread dissatisfaction.

Policies Related to Strategic HR Planning and
Information Systems

After addressing early formation-related challenges, corporate HR must
turn its attention to the foundation of other HR policies—that is, the HR
planning process. Strategic HR planning is essential for systematically ad-
dressing the HR needs of the system. The senior vice-president of HR
should be involved in the health system’s strategic planning process and
align HR planning with the overall system’s strategic plan. IHS goals typ-
ically include building a continuum of care, achieving cost-efficiency,
creating profitable service lines, and instituting system-wide quality stan-
dards. HR planners must establish strategic priorities based on these
goals. For example, based on system projections related to revenue growth
and service-line expansion, what is the demand for personnel system-
wide? What is the internal availability of personnel and the extent of ex-
ternal recruitment needed? What is the system-wide staff turnover rate,
and what kinds of retention policies are required? What skills, competen-
cies, and abilities are available and needed by system employees? What
training and development programs are needed to address areas of deficit?

If corporate HR’s strategic plan is not properly aligned with the sys-
tem strategies, this discrepancy can thwart efforts to implement the system’s
strategies. For example, building profitable service lines across the system
requires time-intensive recruitment of service-line managers with appropri-
ate clinical and financial expertise. Instituting quality standards requires
provision of adequate numbers of trainers and equipment in the right time
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and place. Sometimes IHSs do not sufficiently involve the head of corpo-
rate HR in their strategic planning process. Another common mistake is
allowing the finance and managed care functions to dominate planning.
Given the importance of having trained and motivated caregivers for pro-
viding cost-efficient, high-quality care, this exclusive focus on bottom-
line issues can be very short-sighted.

HR planning at the system level also requires a well-integrated HR in-
formation system (HRIS). Systems without an integrated HRIS find the
planning process challenging. With different systems for payroll, recruit-
ing, and training functions, or different software platforms for different
operating units, managers may receive multiple reports that must be com-
bined manually to analyze system-level statistics. Similarly, staff must be
trained on several systems to extract different types of information.
Implementing a single information platform eliminates those problems
and makes it easier to export company-wide HR data to various operating
units and departments. For example, training departments at the corpo-
rate and local levels can get a single expert file regarding new hires, allow-
ing them to plan and coordinate training schedules.®

An integrated HRIS also facilitates HR planning. For example, care-
giver training based on Joint Commission Accreditation of Healthcare
Organizations (JCAHO) standards is a key activity for health systems.
Catholic Healthcare West uses its HRIS to plan and monitor its training
activities. The HRIS keeps track of employee certifications, licenses, and
required training courses for employees throughout the organization; it
also tracks employees’ expertise. HRIS software can track the inventory of
skills people have—for example, what type of patient care training regis-
tered nurses have received and who in finance is a certified public ac-
countant.” This capability helps the organization figure out which areas
need development. Similarly, recruiters can search the database to find
candidates for job openings, and software exists to set up “what if” sce-
narios to help determine how buying a new piece of equipment would af-
fect staffing levels.

RECRUITMENT

Corporate recruitment and selection policies must resolve system-wide
staff shortages by attracting external candidates with appropriate skills
and values, accessing the internal pool of candidates, and controlling re-
cruitment and selection costs through resource sharing among operating
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units. Some organizations, such as Inova Health System, have centralized
the recruiting function by instituting strong corporate recruitment and
employment policies, including policies related to internal transfers and
employee reassignments.® Most health systems, however, extend signifi-
cant discretion to operating units, allowing them to adapt central recruit-
ment policies to their unique needs.

In the current environment, most operating units within IHSs are em-
phasizing creativity in recruitment programs so that they can survive in
a highly competitive labor market. For example, there is a significant
demand—supply gap for nurses across the United States. Fewer people are
entering the nursing profession, and those who are in the market can be
extremely choosy when looking for jobs. IHSs are implementing a variety
of traditional and creative recruitment policies to address this problem.
Organizations such as Tenet Health System and Massachusetts General
Hospital are targeting nurses with sign-on bonuses of between $1,000
and $7,500, with the exact amount depending on experience and spe-
cialty.” Some health systems are paying bonuses or finder’s fees to their
own employees who refer a nurse; the logic is that bonuses for joining the
organization encourage job hopping by candidates. Other sign-on incen-
tives include assistance in acquiring necessities such as car loans, housing
loans, and payment of relocation expenses for the right candidate.

Systems are also offering experienced nurse candidates preferential allo-
cation of day shifts. Some hospitals are offering a “season plan” to contract
nurses: They may work 12 weeks in a position and then opt to accept a
full-time position in the hospital. Systems are also offering career-oriented
incentives. For example, students are being invited to open houses, lunch
with nursing managers, and “shadow a nurse” programs. The goal is to
give them worthwhile work experience and organizational exposure,
thereby motivating them to join the sponsoring organization. Some sys-
tems are offering nursing students tuition reimbursement and scholar-
ships if they agree to join the organization following their graduation.
Experienced nurses are also being offered fellowship programs involving
advanced training. For example, Baylor Health System in Dallas offers 6-
to 11-month advanced training programs for experienced nurses who join
the organization.!”

Systems are also hosting open houses for regular nurses and promoting
their facilities and equipment to them. Some systems are taking a long-
term view by targeting junior high schools, where students are told about
the benefits of a nursing career before they have decided which career to
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pursue. Students are told about the promising employment prospects in
the healthcare industry and the subjects they need to take to pursue a
nursing or allied health career. Some systems are targeting area nursing
schools and building good relationships with them to attract nursing in-
terns who may one day join the organization. Baylor Health System, for
example, gave the nursing program at University of Texas at Arlington a
grant of $430,000 in 2002 to hire additional faculty and increase student
enrollment. Most of the program’s students go on to join Baylor or other
Dallas-based health systems.

IHSs are focusing on their internal pool of candidates as well.
Cincinnati-based Sister of Charity Health System’s (SCHS) corporate of-
fice arranges for facilities to collaborate on in-house operating room train-
ing that helps hospitals fill vacancies in the operating room with their
own staff. SCHS also encourages employees who want to leave the system
to apply at other operating units within the system. Employees receive
credit for benefits such as health insurance and retirement benefits if they
leave one operating unit and join another within the system. In addition,
SCHS has developed explicit policies that facilitate transfers among oper-
ating units without much red tape. Clearly, internal recruiting has
emerged as an important tool to tackle staff shortages.

As a result of the ongoing staff shortages, recruiting costs have been ris-
ing in health care. Many IHSs have encouraged their operating units to
share recruitment costs in an effort to reduce recruiting expenditures
while improving selection quality. At SCHS, instead of each facility
within the system sending recruiters to national conferences, schools, or
job fairs, the system now sends a few representatives to recruit on behalf
of several units. Similarly, SCHS’s member hospitals in Colorado have
been sponsoring a single hospitality suite at the annual conference of the
American Physical Therapy Association for recruitment purposes, instead
of each hospital recruiting separately.!!

SELECTION

While recruitment enhances the quality and quantity of the candidate
pool, candidates’ cultural fit with the IHS is a critical consideration dur-
ing selection. Corporate HR must emphasize alignment between the cul-
tural values of the system and the cultural values of selected candidates.
Post-merger, IHSs must build a common culture around their core values
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(e.g., initiative, teamwork, mission orientation) and must hire candidates
who are compatible with that system culture. For example, Sentara Health-
care redesigned its selection process to identify potential employees with
the appropriate service orientation. Recruited employees were shown a
movie regarding Sentara’s cultural values and administered a screening
tool to ascertain whether they fit the cultural profile required. Interviews
investigated each candidate’s value orientation in great depth.

Some IHSs have trained managers to do value-based selection. For ex-
ample, Eastern Mercy Health System (EMHS) offers managers an educa-
tional course on recruitment and selection, where they are taught how to
select candidates based on their institutional culture.4 In the course, man-
agers discuss their organization’s history and mission and the competen-
cies needed for leadership success at EMHS. In addition, managers review
appropriate interview procedures and discuss open-ended questions to ask
candidates.!? Albert Einstein Health Network’s (AEHN) “Hiring the
Best” program requires assessment of applicants’ core values by means of
“situational interviewing,” in which candidates are asked what action they
would take in a hypothetical situation. AEHN’s training program for
managers has been a great success. In fact, several new hires at AEHN in-
dicated they were influenced in their decisions to join in part by the clear
organizational values communicated during the situational interviewing
process.

Selection involves other activities as well, such as use of tests and use of
structured and unstructured interviewing. SSM Healthcare in Saint Louis
utilizes a uniform psychological test to recruit healthcare managers in its
system. This IHS has identified management as a system-level resource.
Managers are expected to rotate across system facilities and, therefore, are
selected based on “system-wide” requirements (in contrast, selection of
nurses and other clinical caregivers differs across facilities within SSM).

RETENTION

Employee turnover in health care is higher than the turnover rates found
in most industries. Turnover translates into lower productivity, because
employees deciding to leave the organization typically have reduced pro-
ductivity in the months prior to their exit. Additionally, new hires take
several months to achieve the normal productivity of their predecessor.
Other costs accrue as well, such as use of agency nurses until a new
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employee is hired. It is estimated that turnover costs the organization
50-100% of an employee’s annual salary—a cost systems can ill afford.
Accordingly, employee retention is a key HR priority.!?

Systems are implementing several strategies for retaining nurses.
Retention bonuses are offered to newly recruited employees. For example,
they may receive bonuses of 8%, 10%, and 12%, respectively, at the com-
pletion of their first, second, and third years within the organization.
Organizations are also helping repay student loans and paying nursing li-
cense fees for new recruits. New employees are being introduced in special
ceremonies and made to feel more welcome within the organization.

Scheduling is now often tailored to the life-stage of nursing employees.
Older nurses may be offered shorter shifts of 8 hours instead of 12; calmer
work environments, such as duty in clinics instead of in medical or surgi-
cal units; and fewer weekend shifts, to allow them greater leisure. Married
nurses with family responsibilities may be offered flexible schedules and
fewer night shifts, to accommodate their needs. Nurses are being helped
in developing their careers through tuition reimbursement and mentoring
programs. In addition, they are being educated on the latest equipment
and new drugs, to improve their self-efficacy and sense of growth within
the organization.

Poor relations between nurses and their managers are a major cause of
nursing turnover. Therefore, systems are now holding nursing managers
accountable for what happens in their units. They are linking the merit
increases obtained by nurse managers to the turnover rates in their units.
The goal is to motivate nurse managers to establish healthy relations with
their nursing subordinates, monitor the employee climate within their
units, and act to reduce employee turnover.

On another front, retention of agency nurses is being stressed. HR
must contract with staffing agencies to supply agency nurses in times of
shortage due to staff turnover. Often, concerns exist regarding the compe-
tence and quality of care provided by agency nurses. At the same time, or-
ganizations need to offer a suitable work climate for agency nurses.
Several health systems are taking steps to assess and orient agency nurses
to enable them to perform better. Assessment is based on compiling data
on agency nurses to identify patterns and trends related to undesirable be-
havior, and developing and administering skills assessment programs
for agency nurses. Orientation programs for agency nurses include orga-
nizational nursing philosophy, care standards, and quality assurance/
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improvement programs. Policies related to infection control, fall pre-
cautions, restraint use, skin care, patient rights, documentation, in-
formed consent, and other matters are discussed as well. A point person,
such as a clinical coordinator, is available for agency nurses who need
assistance.

It is HR’s responsibility to monitor employee dissatisfaction and for-
mulate appropriate retention strategies. This monitoring should not be
limited to employee opinion surveys, however. In an era of chronic short-
ages of clinical personnel, HR must periodically conduct interviews and
focus groups among key clinical employee groups to learn about areas of
concern. Inova Health System had serious turnover problems with its fi-
nance division, which was losing employees to higher-paying “dot.com”
companies. Divisional leadership joined with the corporate HR office to
interview employees of the finance division to identify the causes of this
high turnover rate. Interviews revealed that employees’ primary concerns
were lack of adequate rewards, absence of career planning opportunities,
and unrealistic performance expectations. Accordingly, the division insti-
tuted a salary adjustment based on market value. Retention bonuses were
added that were paid in quarterly increments. These measures dramati-
cally improved Inova’s employee retention.!3

Besides higher pay, creating a culture of empowerment is necessary for
retaining employees. For example, while nurses are always interested in
higher pay and better working conditions, many joined the profession to
serve patients as care advocates. Restructuring of care, increased inpatient
acuity (as many former inpatient services are now performed on an am-
bulatory basis), and multiskilling programs have increased nurses” work-
load and reduced their autonomy. Retaining nurses requires involving
them in strategic decisions and in care planning, listening to their con-
cerns, recognizing their patient advocacy role, and providing develop-
mental training for career advancement. HR should pay adequate
attention to these kinds of “softer” issues related to retention.

TRAINING AND EDUCATION

Education should be a strategic tool in IHSs" business planning process.
Training and development, when integrated with other HR processes, is
likely to ensure employee competence needed for the future and develop-
ment of managers and physician executives to handle appropriate system
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responsibilities. In contrast to this idealized view, training budgets are al-
ways under pressure in IHSs and among the first to be cut in times of fi-
nancial scarcity. This tendency in part reflects the lack of evidence
regarding the effectiveness of training programs. Another issue is the
dominance of JCAHO-mandated training programs in healthcare organ-
izations related to preventing workplace violence, promoting patient and
employee safety, and continuing in-service programs. Mandated train-
ing programs often leave inadequate time and money for other training
activities.

From a systems perspective, development of system-level managers
should be a strategic priority of the training and development depart-
ment. Systems need system leaders who are proactive, strategic thinkers
and who have a good understanding of finance and the ability to deal
with complex changes. At St. Louis—based BJC Health System, leadership
development is handled as a partnership between the organization and its
managers. Within the partnership, BJC provides managers leadership de-
velopment and other educational workshops, on-the-job training, and
work experiences that expand managerial skills and abilities. Eleven man-
agement competencies provide a benchmark for an annual career devel-
opment discussion between every BJC manager and his or her boss; this
evaluation leads to an individual development plan (IDP) that guides de-
velopment aimed at improving the manager’s leadership skills. The IDP
also plays a key role in BJC’s succession planning process.?

Another priority for IHSs is identifying and developing physician lead-
ership that can help facilitate strategic changes in clinical areas. The con-
tinuation of BJC’s success relies on its ability to partner with its physicians
in both leadership and practice roles. For example, the organization must
identify and develop physician leaders to assume administrative positions
in BJC hospitals and corporate offices. A physician executive leader-
ship program has been developed jointly between BJC, the Washing-
ton University School of Health Administration, and the Washington
University School of Medicine Continuing Medical Education Office for
developing physician management knowledge and skills. This program
delivers a certificate-level curriculum designed to fill the gap between
short, two-day management courses and a complete MHA/MBA degree
program.’

Another priority is clinical training. Clinically, care for the patient
across the continuum of care requires a vast array of expertise in a number
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of settings. At BJC Health System, a task force of critical care educators
and nurse specialists designed and implemented a comprehensive criti-
cal care curriculum consisting of introductory, basic, and advanced critical
care courses; this program was offered monthly at rotating sites at no cost
to BJC employees.

Given today’s omnipresent staff shortages, another problem that IHSs
face is census fluctuation in different units. For example, Trihealth System
in Cincinnati, Ohio, faced census fluctuations in perinatal units in its
three hospitals, leading to increased overtime and rotation of agency
nurses to the units in times of high demand. Nursing leaders in the three
system hospitals conducted cross-training programs in which perinatal
nurses from each hospital learned to work in perinatal units of other hos-
pitals, in essence becoming a single team. The result was reduced overtime
and use of agency nurses, reduction in rotation of untrained staff to peri-
natal nursing units, improved morale, and reduced turnover.’

As mentioned earlier, mandatory training is a large part of the training
and development conducted in health care. The JCAHO standards focus
on staff training and ongoing and continuous efforts of assuring staff
competency through orientation, training and development, and encour-
agement of self-development. JCAHO requires that data on competence
patterns be monitored to identify trends and respond to employees’ learn-
ing needs. It also requires organizations to monitor patient care and safety
incidents to determine employee-learning needs and to provide remedial
training as necessary. Because violation of JCAHO standards can reflect
adversely on the accreditation of facilities, corporate HR must ensure that
adequate training staff and equipment are available at each operating unit
for staff training, competence assessment, and remedial training. Given
the scarcity of training dollars, meeting these needs is always a difficult
problem. However, patient safety is a key priority, and corporate HR
must ensure that JCAHO training standards are met in each facility.

In some organizations, training and development is being used as a
powerful way to transform the culture of organizations. In the early
1990s, Albert Einstein Health Network (AEHN) undertook to transform
its organizational culture and to change itself from a stable organization
to an active, change-hardy, integrated health network. AEHN’s CEO uni-
laterally established a set of core values for the organization. During the
early years of this effort, embedding and sustaining these core values be-
came the central HR initiative. For a year, AEHN’s 14 top executives
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spent time clarifying and debating the core values, developing an under-
standing of living out core values, and enacting plans to disseminate those
values throughout the organization. Core values were woven throughout
the employee communication process in video and audio tapes, scripts,
print pieces, and e-mail messages. Managers, supervisors, and trainers
were coached on the content, meaning, and application of the core values.
Managerial estimates indicated that approximately 70% of exempt and
50% of nonexempt employees truly understood, shared, and consciously
lived the core AEHN values on a day-to-day basis on the job. The train-
ing was effective in transforming the culture of the organization.4

Among the many management skills, managing change is a meta-skill
that employees of health systems need. Integrated health systems must
constantly change so as to adapt to their environments, and managing
such change is a key skill that needs to be taught system-wide. At BJC, or-
ganizational development staff teach managers and staff how to manage
personnel change through anticipation, cognitive reorientation, and ac-
tive communication. Employees are also taught to assist subordinates to
understand and deal with change. Finally, an important component of
the program focuses on how to maintain and even improve productivity
in the midst of change.?

Employee orientation also serves to introduce new employees to the
system culture, values, and expectations. For example, at AEHN in Long
Island, a half-day session was added to the standard new employee orien-
tation process to explain and demonstrate the meaning of the system’s
core values and to stress the importance of living them every day. At New
Samaritan Health System, when employees start work, they have to be
oriented to the entire system, not just their facility. They are taught the ra-
tionale of the system and the values of teamwork and service required by
the organization. !4

The most effective training programs have also learned to cope with
shrinking budgets and increasing training needs with creativity. For exam-
ple, more front-line training and “train the trainer” programs are being
used to deliver training programs at the work site instead of the class-
room. Front-line training involves job training for new employees that
occurs on site by supervisors or co-workers. This strategy avoids classroom
training, which can be expensive and can mean that the skills taught are
less transferable to the work situation. “Train the trainer” programs in-
volve classroom training of selected individuals, who in turn train various
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employees on the job—a process that saves both time and money.
Another challenge for training programs is lack of time and motivation
among trainees to attend class sessions. Creative methods are being uti-
lized to deal with this problem. At SSM Healthcare in St. Louis, for ex-
ample, certain training content related to patient safety was posted in
restrooms as a way of reinforcing important lessons for employees.

PERFORMANCE MANAGEMENT

Performance management (PM) refers to a continuous and development-
oriented performance evaluation system. It differs from the more tradi-
tional performance appraisal (PA) system in that it avoids some of the
problems identified with PA (although many argue that PM includes all
elements of PA but is simply more result focused). For example, PM is
prospective—not retrospective—in orientation. It emphasizes frequent
meetings between employees and managers to identify incipient perform-
ance problems, discuss developmental needs and barriers faced by the em-
ployee, and candidly explain performance implications for pay, so as to
avoid surprises later on. Given the need to rein in labor costs and improve
employee productivity, many health systems are instituting PM systems.
For example, many IHSs have traditionally had PA systems that allow
automatic pay increases every year. Such a system can be a liability for or-
ganizations that operate in highly competitive markets, so some organiza-
tions are trying to change to a system that discourages automatic
increases. At the same time, increases in patient acuity and personnel
shortages are causing organizations to stress teamwork, and other organi-
zations are redesigning their PM systems to be more team based, rather
than individual based.

The choice of a PM system depends on the organization’s particular en-
vironment and culture. Good Samaritan Health System in Phoenix,
Arizona, and SSM Healthcare in St. Louis, Missouri, demonstrate two
ways in which PM systems can be redesigned to instill divergent but rele-
vant performance cultures in an organization.

At Good Samaritan, a seven-hospital IHS, the PA system was re-
vamped to emphasize the importance of individual accountability and
performance. Earlier, Good Samaritan employees had been assured mini-
mum increases every year. Because the IHS operated in the Phoenix mar-
ket, which was characterized by high provider competition and high
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managed care penetration (70%), cutting staffing costs and improving
employee productivity became essential for survival. Accordingly, the PA
ratings were changed. Jobs were broken down into functional competen-
cies (technical skills needed to perform assigned tasks) and core compe-
tencies. Functional and core competencies were emphasized in hiring,
orientation, training, and development. Based on these competencies,
employees were rated as “developing,” “competent,” or “master.” The big-
gest raises (e.g., 6%) went to the master performers, the lowest (e.g., 3%)
to those in the developing zone. Although not everyone welcomed
the revised PA system, it led to a dramatic change in the work culture in

the organization.14

At SSM Healthcare, the PM process for all 90 staff members in the cor-
porate office, including the system president and senior executives, is
team based. Employees share responsibility for developing their own goals
and soliciting and analyzing feedback from people they work with as team
members or co-workers. The PM system rewards teamwork and elimi-
nates pay raises based on individual performance. It is geared toward pro-
moting values of SSM Healthcare in the behavior of corporate
employees—for example, acting with justice and fairness, giving primary
importance to patients, and providing caring service. Feedback forms sent
by corporate employees to co-workers ask the recipients to discuss how
the sender’s behaviors support SSM’s values. Feedback forms are returned
to employees only and are not seen by their supervisors. Each employee
incorporates the substance of the feedback into his or her self-developed
performance plan, which is then discussed with the supervisor in a coach-
ing session.!® Regarding compensation, the organization believes that
teamwork is discouraged by rewarding individual performance. Ac-
cordingly, employees who have not contributed as actively as others to the
organization receive only a market adjustment, while those who have con-
tributed actively (the majority of employees) receive a market adjustment
as well as a “contribution increase.” SSM does not offer bonuses or incen-
tives linked to performance, consistent with its desire to deemphasize hi-
erarchical structures and its commitment to team building.!?

These two cases demonstrate how PM systems are integral to defining
performance in an IHS. At the same time, the type of PM system selected
depends on the type of work culture the system desires. While some sys-
tems emphasize individual accountability, others stress teamwork and
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team accountability. Regardless of the type of culture involved, the PM
system is integral to an IHS’s work culture and values.

COMPENSATION

Health care is a service industry in which labor accounts for 50-60% of
total costs, and payrolls increase every year to keep up with inflation.
Controlling compensation costs is critical for overall cost-efficiency. At
the same time, increasing pay is essential for recruiting and retaining
employees.

While most healthcare organizations maintain a traditional compensa-
tion program with substantial base salaries, the growth of base pay has be-
gun to slow, while more dollars are being put into strategies that reward
performance. Performance is no longer judged by financial results, but
rather by quality outcomes, patient satisfaction, and market share. This
shift in emphasis is seen most clearly in the growth of incentive programs.
With the exception of government hospitals, more than half of all hospi-
tals now have annual incentive-based plans in place that extend eligibility
far beyond executive suites. This is significant because hospitals have tra-
ditionally lagged behind other fields in the use of incentives.

Within health care, incentives are more popular in IHSs than in free-
standing hospitals. A survey by Hay,!¢ the healthcare consulting com-
pany, revealed that, of more than 100 healthcare systems, 79% made use
of annual incentive programs. Other pay-for-performance programs that
are growing in popularity include gain sharing, pay for competencies and
skills, team-based pay, broad-banding, and key contributor plans. While
incentive/bonus plans have found slow acceptance at the clinical and pro-
fessional levels, integrated systems have instituted incentive plans linked
to performance measures, including nonfinancial measures such as qual-
ity and customer satisfaction.'®

As discussed earlier, Good Samaritan Health System established a pay
system linked to performance so that it could survive in the competitive
managed care market in Phoenix, Arizona. Good Samaritan’s old pay sys-
tem ratcheted up salaries automatically. At the same time, managed care
payers and government were pressing reimbursements down, even as ad-
missions and length of stay were declining. Good Samaritan felt it needed
a flatter organization with fewer job titles, so it developed a system that
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aligned pay and performance. Under the new scheme, annual perform-
ance evaluations rather than automatic increases determined raises.
Supervisors rated whether their people were “developing,” “competent,”
or “masters” at their jobs. The biggest raises (6%) went to master per-
formers; the lowest raises amounted to 3% of pay. Some employees could
get no raise at all. Not everyone welcomed the new compensation system.
At Desert Samaritan Medical Center, there was dissatisfaction in the nurs-
ing area. At the same time, people knew that this system would affect
their pay if they didn’t excel on relevant performance criteria.'4

The use of gain-sharing arrangements has also increased. Gain sharing
is an incentive program focused on improving operating results, typically
implemented at the group or organizational level. Such a program also
tends to be an organizational development technique designed to gener-
ate a major cultural change. Typical gain-sharing programs provide some
methods for employees to suggest ways to increase productivity and cut
costs, and some mechanisms for sharing the increased earnings or cost
savings with employees. For example, at one Florida hospital, a gain-
sharing plan for hourly staff helped reduce patient stays by half a day,
which saved the hospital about $2.3 million annually. Time to get lab re-
sults was reduced from an average of 2 hours and 37 minutes to 48 min-
utes. By implementing a gain-sharing plan for nurses and lab technicians,
the hospital had aggregate savings of 248 hours of labor on every shift.

Scanlon plans are the best known of gain-sharing techniques, where
employees serve on incentive design committees during the planning
stage and vote on the plan. Scanlon plans typically require an 80-90%
positive vote to be installed. Employees also serve on governing commit-
tees for administering the ongoing program.

A number of gain-sharing programs based on suggestion systems have
been very successful—for example, those at Baylor Health Systems,
Henry Ford Health System, Franciscan Health System, and Sutter Health
System. Sutter Health System has been a pioneer in gain sharing through
its SutterShare program, which is designed for all employees of the health-
care network.!” Measurements in SutterShare compare system productiv-
ity against nationally published standards for income over budget and
departmental quality. The plan measures performance every two months
and provides timely and repeated feedback. It incorporates a formal sug-
gestion system and gives special recognition to those employees who make
four or more suggestions per quarter. The greatest achievement of the
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plan is the improvements made in areas of customer responsiveness by
employees and profitability. It has also achieved a high level of employee
involvement.!”

Several organizations looking to introduce pay-for-performance poli-
cies are contemplating broad banding. In broad banding, jobs and roles
are grouped into fewer but wider pay ranges to encourage initiatives such
as management development, career ladders, and skill- and competency-
based pay. Such a system reduces the number of job titles and accompa-
nying salary scales. As a consequence, it avoids the problem of employees
“topping out” at the highest point of the scale because they were hired at
higher salaries or because they have high productivity, as such employees
cannot be paid in excess of the pay range ceiling.

At AEHN, where work was redesigned, a broad-banding exercise
sought to simplify the compensation system and make it consistent with
job redesign. Earlier, the pay had been job based, with pay levels pegged
to midpoint of the market and pay increases determined by a combina-
tion of ability to pay, cost-of-living adjustments, and merit. Now, from
time to time, a few positions are reevaluated to reflect sustained changes
in work redesign, and sometimes pay levels of a few high-performing in-
dividuals with rare technical skills are significantly adjusted by pegging
their rates to the 75th rather than 50th percentile of the market.4

In light of the nursing shortage, many systems are trying to redress
pay compression issues related to nurses and other clinical personnel.!
Pay compression occurs when new employees in an organization are
hired at much higher starting pay than old-timers, resulting in newcom-
ers overtaking old-timers in terms of compensation, or being paid much
higher salaries relative to their experience and contributions. A signifi-
cant problem is the growing gap between the salaries of nurse managers,
who have traditionally been paid more than staff nurses, and newly
hired registered nurses, who are hired at market rates that pay them
more on an absolute or relative basis than nurse managers who have
been in the organization for many years. Many organizations are intro-
ducing new approaches to tackle this problem, such as giving across-
the-board increases to all nurse managers to bridge the gap, engaging in
individual negotiations with nurse managers, and establishing a fixed
proportional difference between staff nurses and nurse managers, with
the lowest-paid nurse manager being paid at a higher rate than the

highest-paid staff.!8
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PHYSICIAN COMPENSATION

IHSs acquire physician practices or contract with physicians for primary
and specialist care services so as to extend their geographic reach and en-
sure patient referrals to their hospitals and post-acute facilities. Physicians
employed by IHSs must have a compensation structure that is aligned
with system objectives in terms of enhancing revenues, improving clinical
outcomes and customer service, and controlling costs.

During their formation, however, many IHSs did not devote sufficient
effort toward incentive alignment. A typical assumption was that if a hos-
pital was profitable earlier and the medical group at least broke even ear-
lier, the IHS would at least be as profitable as the hospital was prior to
integration. Typical compensation flaws included multiyear guaranteed
salaries that led to drops in physician productivity, lack of individual pro-
ductivity incentives, productivity incentives unrelated to staffing and
other support costs, lack of compensation linkage to IHS performance,
and allowing physicians to “cherry pick” payer classes.

Physician compensation in IHSs should be based on certain underly-
ing principles:'?

1. Compensation should be market based, but also sensitive to market
realities on a specialty basis as well as type of practice setting.

2. Some portion of physician compensation should depend on the
overall performance of the IHS. This helps physician compensation
align strategically with the system.

3. Some portions of physician compensation should be linked to
productivity.

4. Compensation should not be solely linked to productivity in terms
of patient volume, but must also account for staffing and other sup-
port costs. Enhanced revenues from higher patient volume accom-
panied by higher staffing and support costs are not likely to make a
net positive contribution to the system’s bottom line.

5. Physicians should participate in development of the compensation
plan and be accountable for administration of the plan. Frequently,
compensation plans for physicians fail because no physician buy-in
exists, and plans are designed solely or mostly by administrators.

6. The full cost of a primary care strategy should not be placed on the
backs of all physicians. For example, a PCP in a rural site may not
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be able to recover full costs from his practice, yet he is strategically
valuable to the IHS.

In the mid-1990s, Meridia Health System of Cleveland, Ohio, ac-
quired several PCP practices to form the core of an integrated delivery
system.'® All physicians received two- to three-year guaranteed salary and
benefits packages based on a review of each physician’s current salary level
and years of experience. Unfortunately, Meridia’s physician compensation
plan lowered productivity among physicians and increased Meridia’s
losses to more than $100,000 per physician per year. Many physicians
spent less time in the office, saw fewer patients, and provided fewer ser-
vices than they had before their practices were acquired. Also, billing was
contracted out and inadequately managed. Eventually, Meridia placed a
moratorium on physician recruitment and appointed a task force com-
posed of all physician group presidents, additional physician representa-
tives, and representatives from Meridia’s practice management, human
resources, and finance and accounting departments. This task force devel-
oped a new compensation plan that based pay on the application of an es-
timated collection rate percentage to each physician’s gross fee-for-service
billings to arrive at estimated collections per physician, then applied an
overhead rate to gross fee-for-service billings to arrive at an overhead
amount. The difference between gross billings and overhead was the
physician’s total budgeted salary for the next six months. While not per-
fect, the new compensation plan helped Meridia and its physicians
achieve their mutual goals of high-quality care, reasonable productivity,
and operating efficiency. The success of the compensation plan is, in great
measure, due to the willingness of physicians to work with other adminis-
trators in designing their compensation system.?’

Another issue is linking physician compensation to specific behaviors
required by managed care organizations related to efficiency, prevention,
and customer service. Several systems have implemented bonus systems
for physicians that are linked to cost-efficiency (e.g., based on the per-
centage of patients referred to specialists, adjusted for acuity), prevention
activities (e.g., the percentage of diabetics given semiannual Hb1__ tests,
Pap smears for women over age 40), and customer service (based on pa-
tient satisfaction surveys). Often, a portion of the total compensation
(e.g., 5%) is placed “at risk” to motivate physicians to be efficient and
provide customer service and preventive activities. A key consideration
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here is to allow physician participation in the design of such incentive
systems.

BENEFITS

Reducing benefits costs and providing desired benefits to recruit and re-
tain employees are twin challenges for IHSs. Because benefits are not per-
formance related, they are similar to a fixed cost that must be adjusted
every year for inflation. A major challenge is reducing the cost of health
benefits in the system, given the increase in healthcare benefits costs of
10-30% annually nationwide, and the higher frequency of use of health-
care benefits by healthcare employees. More systems are increasing copay-
ments for drugs and office visits, introducing coinsurance for drugs and
procedures, and increasing deductibles. Annual premium increases of
15-30% are common. Also, companies are reducing pharmacy benefits,
behavioral health, and vision care and hearing care benefits. Several or-
ganizations are eliminating fee-for-service and PPO options for employ-
ees. Some are introducing health management programs. Responding to
the facts that 10% of employees generate one-third of costs for chronic
care, 5% of employees drive 50% of acute care costs, and 60% of costs are
due to modifiable lifestyle conditions, integrated programs are being put
in place for providing the right intervention to the right people at the
right time. IHSs are also becoming interested in consumer-directed
healthcare plans, which are characterized by high deductibles and low-
cost insurance products for catastrophic care, medical savings accounts
designed to create financial incentives for prudent purchase of health care,
and access to health information to help consumers choose providers,
drugs, and other services intelligently.?

Some healthcare systems that own HMOs are asking employees to join
the system HMO and motivating them to make this switch with lower
rates and higher benefits. For example, BJC Healthcare System offered
membership in its HMO to its 15,000 employees, along with other
HMO, PPO, and fee-for-service options.> More than two-thirds of em-
ployees chose the HMO product that BJC partially owns. Sometimes this
is a win-win situation for both sides: The system gains additional enrollees
who can actually add to its bottom line, while employees enjoy lower
rates. The danger is that healthcare employees tend to utilize healthcare
services more than the average person, and this higher utilization rate can
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prove detrimental to system HMOs, especially those with a small enrollee
base that lacks the numbers to compensate for increased utilization from
the employee group.?

An increasing number of IHSs have revamped their retirement benefits
by moving to defined-contribution programs.?! Earlier defined-benefits
plans (traditional pension plans) promised participants specific monthly
benefits at retirement, based on a formula related to pre-retirement salary,
length of service, and cost-of-living adjustments. Benefits were post-
retirement annuities (fixed annual amount). Employees generally didn’t
have to contribute to the plan, and benefits did not depend on partici-
pants’ ability to save. Although they offered guaranteed retirement in-
comes for employees with little investment risk, these defined-benefits
plans were difficult to understand, limited upside gains for employees
from profitable investments, and shifted investment risk to employers. By
contrast, defined-contribution plans [e.g., 401(k) plans, 403(b) plans]
provide individual accounts for each employee to invest in certain options
(e.g., stock funds, bond funds), require contributions from both employer
and employee, and yield variable benefits that depend on investment in-
come. The advantages of this system are its low investment risk for em-
ployers, unlimited upside payout for employees willing to take calculated
risks, and employee incentive to save. The disadvantage is the unlimited
downside investment risks for employees, which may be partly addressed
by offering only conservative and moderate-risk options to employees in
the retirement accounts and holding retirement planning seminars.

Given that health care is a round-the-clock profession that takes a toll
on employees” home lives, many systems have tried to retain employees by
providing family-friendly benefits that help reduce work-related pressures
on their family lives.?? Foremost among these benefits are flexible working
hours, generous maternity leaves, career break schemes (e.g., to look after
dependents), temporary and part-time work as a phased return to full-time
work, and compressed work weeks to allow employees to fit their work
lives to their personal needs. Many hospitals offer work-site childcare cen-
ters with hours that parallel the work hours of employees both night and
day. Moreover, many centers have a higher than average ratio of caregivers
to children, and children are offered loving, responsible care and helped to
develop social skills, motor skills, preliteracy competencies, and beginning
concepts in math and science to help employees feeltheir children are well
looked after. Other benefits help employees complete various personal and
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family-related chores at work, such as laundry drop-off and dry-cleaning
services, grocery shopping services and on-site stores, and fitness centers.

UNIONIZATION

Since the 1990s, reduced reimbursement from payers has led hospitals
and health systems to cut costs through layoffs, reengineering, lower
staffing ratios, and subcontracting services. Many healthcare workers re-
main convinced that organizations are putting profits ahead of patient
care and putting workers in positions that compromise both their own
health and safety and that of patients. This dissatisfaction has led to in-
creased unionization in the last decade, especially among nurses. IHSs
must recognize unionization trends nationwide and develop appropriate
labor relations policies.

Most unionization efforts focus on individual facilities, rather than en-
tire IHSs. Because the law recognizes separate bargaining units for union-
ization within a hospital (e.g., physicians, clinical workers, technicians),
unions tend to organize along these lines rather than trying to organize an
entire hospital or health system. Nevertheless, many unions have begun
issue-based regional campaigns against several multihospital systems (e.g.,
Tenet) and IHSs (e.g., Sutter Health System) related to overpricing of
services or degradation of staffing ratios. For this reason, the labor rela-
tions policies discussed in this section emphasize monitoring union trends
and internal labor practices, but do not deal with contract negotiations,
which are the responsibility of individual health facilities within a system.

There are several leading causes of unionization in health care to-
day. First, providers in states with high rates of managed care (such as
California) have been forced to decrease nurse staffing ratios to survive
capitation rates. Conversely, nursing unions, such as the California
Nursing Association (CNA), have begun to bargain for higher staffing ra-
tios, better wages, and repeal of mandatory overtime in these states.??
IHSs in states with increased managed care need to be aware of such
trends and monitor their staffing and overtime policies. Second, for-profit
hospital chains, such as Tenet and Columbia, have been targeted by
Service Employee International Union for overpricing of services and low
staffing ratios. For-profit IHSs need to be particularly careful, along with
IHSs accused of any unethical practices. Third, cost pressures in health
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care and resultant problems for employees and patients have increased in-
terest in unionization in health care by national unions, such as the
Teamsters, Steelworkers, and United Auto Workers.

To avoid unionization within their system, HR personnel should mon-
itor key measures related to unionization, such as staffing ratios, manda-
tory overtime, no-layoff guarantees, subcontracting of services, and pay
increases. Other issues, such as pricing of healthcare services, including
for the uninsured, should be watched carefully as well. IHSs should also
monitor the union environment in local facilities and in nearby states and
regions.

At the top of this list of key concerns is an increase in staffing ratios.
In California, the CNA was able to force legislation on minimum staffing
ratios in the state, and staffing ratios are a staple item in many union
contracts.

Mandatory overtime is another key criterion. Hospitals have imposed
mandatory overtime to work around nursing shortages, but this move has
been resisted by nurses on grounds of poor patient care resulting from
overworked nurses. Recently, CNA had the mandatory overtime clause
repealed in its negotiations with Kaiser.

Nursing unions are also looking for “no layoff” guarantees to get pro-
tection from downsizing by providers.?> Although absolute guarantees
have been rare, unions have won limited guarantees for very senior work-
ers in the organization. Restrictions on subcontracting of services have
also been resisted, though the maximum restriction imposed on providers
is limiting intimidation of workers prior to subcontracting work.

Which preventive policies should IHSs pursue? In general, they should
provide factual information to workers to persuade them against joining
the union. Unfair labor practices, such as intimidating workers, offering
monetary inducements, or making other promises to workers to vote
against the union, should be avoided at all costs. Not only are they against
the law, but such attempts are likely to backfire and result in considerable
negative publicity for the organization, as happened at Columbia-HCA
in the mid-1990s. An administrative law judge assigned by the National
Labor Relations Board found Columbia’s number two executive, David
Vandewater, guilty of intimidation of nurse managers.

What should an IHS do if one or more of its facilities are unionized?
Experts suggest being positive, being aware of and dealing with stumbling
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blocks, and building a good rapport with union officials. In the first
months after a labor agreement is reached, organizational leaders should
create a climate of engagement and dialogue by meeting with the union
leadership right away, clarifying priorities, and committing to positive
language by assuring the union it won’t be disparaged by management.
Leadership should also be aware of potential stumbling blocks. If some
practice, such as a staffing or management practice, angers employees at a
unit, it should be put on the table for discussion, even if it cannot be al-
tered immediately due to fairness or other reasons. If a manager is very
confrontational or insensitive, this behavior is likely to create a bad con-
text for union relations, and the manager may have to be reassigned. For
most organizations, issues that are important to employees surface in the
year prior to contract negotiations (e.g., overtime, scheduling, workload,
acuity assignment, and pay and benefits). Leaders need to be aware of em-
ployees’ emotional commitment to specific issues and approach them sen-
sitively. Any ambiguity related to interpretation or application of the
contract should also be clarified. Finally, it is essential to build a good rap-
port—>by arranging for the nurse executive and management team to
meet with union leaders at least once a month, involving union leaders in
strategy and planning, and providing visible programs of management
training in union and staff relationship building,?4

CONCLUSION

The corporate HR function within IHSs faces major challenges in present
times. Strategically, IHSs face internal resistance to attempts at functional
and clinical integration. Operationally, reimbursement continues to de-
crease for IHSs even as costs of patient care increase, at the same time as
shortages are making it difficult to adequately staff facilities. Corporate HR
departments must strengthen their strategic planning by linking it with the
health system’s strategic plan. These departments must find creative ways of
recruiting and retaining workers to keep the health system fully opera-
tional. They must train and develop managers, physician leaders, and em-
ployees on a limited budget while simultaneously meeting JCAHO
training standards in the system. They must control compensation and
benefit expenditures in the face of inflation while providing nonmonetary
benefits and rewards to attract and retain employees during staff shortages.
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They must design an appropriate compensation structure for physicians to
enhance their productivity and efficiency without alienating them, and give
physicians a dominant role in designing this system. Finally, they must deal

with the possibility of unionization at healthcare facilities at a time when

patient care restructuring, layoffs, and inadequate staffing ratios have made

unions more popular. The corporate HR department is critical to the sur-

vival and success of integrated healthcare systems today.
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CHAPTER

Human Resources Issues
in Managed Care Settings

Marie L. Kotter and Karen S. Burnett

VIGNETTE

Sara Hunter is the Director of Human Resources for a well-
integrated managed care organization that includes more than
20 hospitals, employed physicians, and a health plan. Sara faces
unique challenges every day. It is getting tougher to keep the care
provider at the patient’s bedside. Turnover at the hospitals is in-
creasing as the bedside caregiver moves into nontraditional
nursing roles within the integrated system. The nurse vacancy
rate is a growing concern among the physicians, and they want
Sara to develop appropriate incentives to keep the nurses at the
bedside. The piece-rate compensation package for claims
processors at the health plan needs to be updated, and the five-
year strategic plan for human resources is due in three days.

OVERVIEW OF THE SETTING

For most of the twentieth century, the U.S. healthcare system was fi-
nanced through traditional indemnity health insurance plans that paid
doctors, hospitals, and other healthcare providers on a fee-for-service
basis. With economic prosperity and comparatively low costs of health
care, the ample funding resulted in the widespread provision of ever more
advanced care.
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Table 7-1 Comparisons Demonstrating the Increase in the Amount of
Healthcare Spending in the United States and the Sources of Funds
That Have Shifted to Third-Party Payers

1929 1965 2002

Total health spending ($ millions) 3,656 41,012 1,545,900
Adjusted for inflation (2002 $ millions) 32,400 192,300 1,545,900
Per capita (adjusted) ($) 305 962 5,427
As a percentage of GDP 3.5% 5.7% 14.7%
Percentage Paid by
Self (out-of-pocket) 81% 44% 15%
Third parties 19% 56% 85%

Government 13% 25% 45%

Private insurance <1% 25% 35%

Philanthropy, other 6% 6% 5%

Source: Getzen T. Health Economics Fundamentals and Flow of Funds. 2nd ed. New York: Wiley
& Sons; 2004. Reprinted with permission of John Wiley & Sons, Inc.

In 1965, as seen in Table 7-1,' 44% of the U.S. population personally
paid for their health care. By 2002, only 15% of the population were pay-
ing for their care, and 85% of the costs were covered by third-party pay-
ers. This shift in the source of funds made the end user immune to the
cost of health care, and accessing all of the technological advances became
very desirable. In addition, the aging of the U.S. population, coupled
with the fact that people are no longer dying from acute, short-term dis-
eases, has resulted in an increase in healthcare system treatment of chronic
diseases that were once considered hopeless. Finally, there has been a shift
in the recipients of expenditures—from doctors to institutions such as
hospitals and nursing homes. All of these factors resulted in a bill for
healthcare spending in 2002 that amounted to $1.58 trillion, which was
15% of the gross domestic product (GDP), and a healthcare workforce
that includes 1 out of every 12 people in the U.S. labor force.!

All of these reasons combined to produce a very rapid escalation in pre-
mium increases in the 1980s. The value of healthcare benefits provided by
U.S. industry was equal to 36% of after-tax profits in 1970, 43% in 1980,
and 108% in 1990.! Industry countered the skyrocketing costs with
widespread adoption of managed care approaches by employer-sponsored

health plans.
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The fundamental difference between traditional reimbursement in fee-
for-service or indemnity models and managed care is a manager who
monitors and controls the transactions between healthcare providers and
the patient. Because the managed care organization has financial respon-
sibility for medical care, it has an incentive to provide efficient, quality
care and to control costs. Of course, the potential configurations of man-
aged care are very diverse and should be viewed on a continuum ranging
from unmanaged to tightly managed. The most loosely organized man-
aged plans are preferred provider organizations (PPO) or point-of-service
(POS) operations.

Variations of the managed care approaches used in employer-sponsored
health plans were adopted in Medicaid and Medicare programs. By the
mid-1990s, this widespread acceptance of managed care plans had sub-
stantially reduced the growth rate of healthcare expenditures, and the
need for large premium increases declined (see Figure 7-1).2

All published studies show that health maintenance organizations
(HMOs) and other managed care plans have delivered health care of
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Source: Managed Care National Statistics, MCOL, 2005. Available at:
http://lwww.mcareol.com/factshts/factnati.htm. Accessed July 20, 2005. Reprinted with
permission of the publisher of Managed Care National Statistics, MCOL, 2005.

FIGURE 7-1 Premium Increase Comparisons Demonstrating the Decrease in
Premiums from 1990 to 1997, When Premiums Began to Increase
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equal or better quality than traditional indemnity insurance plans, and at
a lower cost.? In 1995, a Pew Commission report? projected major
changes in healthcare structure and delivery based on increased managed
care market penetration and a spillover effect to the structure and func-
tion of the total healthcare system. However, in the late 1990s, concerns
about overall costs lessened, and the public and physicians became less
willing to accept restrictions on choice of physician and treatment.
National HMO enrollment began to decline in 2002 (see Figure 7-2).%2 As
a result of this backlash, the healthcare industry is reworking the structure
of its managed care products. In some areas of the country, managed care
has moved into third-generation models. Many HMOs, such as Kaiser
(the largest HMO in the United States), began as nonprofit organizations
with closed staff models. Today, many for-profit corporations use corpo-
rate business models, and Kaiser’s 10 million enrollees represent only
10% of the market.! Employer-sponsored health plans are following three
trends. First, they are using plan deductibles, copayments, and premium
costs to shift more of the financial burden from employers to employees.
Second, they are making employees more accountable for their healthcare
cost decisions. Third, they are moving toward PPOs and away from
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Source: Managed Care National Statistics, MCOL, 2005. Available at:
http://lwww.mcareol.com/factshts/factnati.htm. Accessed July 20, 2005. Reprinted with
permission of the publisher of Managed Care National Statistics, MCOL, 2005.

FIGURE 7-2 HMO Enrollment in the United States, 1985-2004 (in millions)
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HMOS. These trends reflect efforts to control overall healthcare benefit
costs and provide employees with more choice.

Organized delivery systems are a newer development that are com-
posed of hospitals, physicians, and insurers in various forms of ownership
and alliances designed to provide more cost-effective care to defined pop-
ulations by achieving desired levels of functional, physician system, and
clinical integration. Evidence suggests that, compared to less integrated
delivery forms, these organized delivery systems provide more accessible
coordinated care across the continuum, and appear to be associated with
higher levels of inpatient productivity, greater total system revenue,
greater total system cash flow, and greater total system operating margin.
To optimize these gains, several key factors have been identified—namely,
organizational culture, information systems, internal incentives, total
quality management, physician leadership, and the growth of group prac-
tices.” These systems should be viewed as an additional step along the
managed care continuum.

Today, healthcare costs are rising once again. Tables 7-2 and 7-3 and
Figure 7-3! illustrate the current health insurance coverage of the U.S.
population, the distribution of types of insurance, and the percentage of
workers insured, based on size of employer. The United States is spending
significantly more per capita on health care than are other developed

Table 7-2 Health Care Insurance Coverage of the U.S. Population for
Non-elderly and Elderly Groups

Non-elderly Elderly

Total people 250 million 35 million
With insurance 74.2% 99.3%
Employment 34.9% 34.1%
Employment (dependent) 33.5% N.A.
Other private insurance 5.7% 27.9%
Military 2.8% 4.3%
Medicare 2.2% 96.9%
Medicaid 10.4% 10.1%
Uninsured 15.5% 0.7%

Note: Percentages add to more than 100% because many people have multiple coverage.
Source: Getzen T. Health Economics Fundamentals and Flow of Funds. 2nd ed. New York: Wiley
& Sons; 2004. Reprinted with permission of John Wiley & Sons, Inc.
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Table 7-3 Annual Premiums for Employee Health Insurance Coverage,
2002

HMO PPO POS Indemnity  Average

Single

Total premium $2,764 $3,109 $3,175 $3,582 $3,060
Employee pays $455 $432 $527 $426 $454
Family

Total premium $7,541  $8,037  $8,173 $8,479 $7,954
Employee pays $1,960 $2,152 $2,186 $1,630 $2,084
Percentage of all 26% 51% 18% 5% 100%

insured employees

Source: Getzen T. Health Economics Fundamentals and Flow of Funds. 2nd ed. New York: Wiley
& Sons; 2004. Reprinted with permission of John Wiley & Sons, Inc.
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FIGURE 7-3 Percentage of Insured Workers by Size of Employer
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countries, with no demonstrable improvement in health outcomes.
Estimates suggest that, in the next 30 years, healthcare costs will again rise
at a rate faster than that of the economy as a whole. Further, rising costs
will reflect the impact of the aging population, with more than 20% of
the U.S. population being 65 or older by 2030.> These market forces are
coinciding with shortages in various health professions, such as nursing,
pharmacy, and clinical laboratory sciences, which will make human re-
sources management (HRM) a key issue for all healthcare delivery sys-
tems, including managed care organizations.

This chapter focuses on the differences and similarities between HRM
in the healthcare industry in general and managed care organizations in
particular. The chapter is divided into several sections, which coincide
with general HR functions, such as staffing, employee development, com-
pensation, and governance.

STRATEGIC PLANNING

Human resources’ leadership role in health care is more important than
ever due to the changing dynamics in the industry. The continued growth
of managed care as a system for healthcare delivery provides both chal-
lenges and opportunities for HR managers. Proactive management of HR
strategy can help a managed care organization gain or keep a competitive
advantage in the industry. The HR department in a managed care organ-
ization must formally contribute to the overall organizational strategic
planning process. Many of the issues facing managed care today are im-
portant workforce, staffing, and work flow design issues.

Successtul strategic HRM in a managed care organization requires the
entire HR department to become a strategic business partner with the rest
of the organization. The HR staff must participate in business strategic
planning; they must know how HR systems and decisions affect the or-
ganization; and they must be viewed as experts in their field if they are to
become a integral part of the strategic planning process.

Planning and Implementing HR Strategy in Managed
Care Settings

Strategic workforce planning within a managed care organization brings
unique challenges. While the healthcare industry in general is facing
nationwide workforce shortages, managed care organizations face stiff
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competition in the business world for competent employees. In today’s
world, a greater variety of jobs are available outside of managed care for
the traditional managed care employee, requiring managed care organiza-
tions to plan their HR strategy carefully.

Many production facilities are employing RNs in their operating
plants to design wellness programs and review worker’s compensation in-
juries. RN are also being recruited by attorneys for case review positions.
Technicians who historically were employed by the managed care organi-
zation are being heavily recruited by privately owned, niche providers in
the area of radiology, heart services, women’s services, and other special-
ties. Additionally, the health plan clerical employee has a number of career
opportunities outside of the managed care organization. Given all of these
available opportunities, the HR strategies for the organization are clearly
very important.

Managed care organizations not only employ the traditional bedside
nurses, but now must also employ claims processors, actuaries, case man-
agers, and benefits review specialists, just to name a few. In addition to
these specialized clerical and professional jobs, many nontraditional roles
for nursing staff are available. Many managed care organizations stress
the importance of wellness, prevention, and early intervention with the
patient. The managed care nurse’s role may include development of well-
ness programs, disease management programs, and patient safety initia-
tives. As a result, the managed care nurse of today must not only
understand direct patient care, but also possess highly developed critical
thinking skills to be able to understand and advocate for the entire pa-
tient experience.

Because a managed care organization’s workforce can be highly de-
pendent on the workforce to which its customers belong, planning the
appropriate size of the healthcare workforce can be especially challenging.
Ensuring the right amount of staff at the right time is a skill that managed
care leaders must carefully develop. Because of the stiff competition they
face, managed care organizations must be diligent in providing employees
with a stable work environment so as to increase their retention rates.

Additionally, advanced technology plays a role in HR strategy in the
managed care organization. This technology has forced the managed care
workforce to be more technologically skilled and to adapt to changing dy-
namics quickly. Advances in technology promise to allow customers ac-
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cess to even more information about their care, their medical records, and
their caregivers in the future.

For all these reasons, HR strategic planning in all managed care organ-
izations, regardless of their size, is critical. Failure to plan proactively will
result in an HR culture that is reactive and not able to respond quickly to
the changing demands in the industry.

Managing the Flow of Work in Managed Care Settings

Like its counterparts in many nonhealthcare industries, the managed care
organization must have a continuous improvement process. Adminis-
trative expenses must be kept to a minimum if the organization is to
achieve financial success. Successful managed care organizations not only
focus on patient safety and outcomes, but also on the financial impact of
claims management. They continually update their processes, review
claims administration processes, and reduce administrative costs. The
work process must be continually improved to eliminate waste, redun-
dancy, and unnecessary steps.

Typically, organizations have relied upon senior management to evalu-
ate work flow processes and make necessary changes. A successful man-
aged care organization will seek input from front-line staff members
about work flow and process improvement. Successful work flow and
process improvement must begin with the people who are doing the ac-
tual work, who can identify barriers and recommend improvements. It is
short-sighted to exclude the front-line staff member from important work
flow and process improvement decisions.

Understanding Equal Opportunity and the Legal Environment
in Managed Care Settings

The expectation of equal opportunity and the legal environment are no
different in a managed care organization than in any healthcare organiza-
tion. Ensuring equal opportunity and fair treatment in the workplace is
the responsibility of every leader, whether in a managed care setting or a
non-managed care environment. Human resources staff members must
ensure that the organization’s culture is characterized by fairness and equal
opportunity. Any deviation from fairness or equal opportunity must be
addressed quickly and aggressively, regardless of the type of healthcare
organization.
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RECRUITMENT AND SELECTION

The healthcare system in the United States continues to face severe work-
force shortages. In July 2002, the U.S. Department of Health and Human
Services, Health Resources and Services Administration, Bureau of Health
Professions, and the National Center for Health Workforce Analysis dis-
tributed a report titled “Projected Supply, Demand and Shortages of
Registered Nurses: 2000-2020.” This report focuses on the challenges the
healthcare industry will face over the next two decades with recruiting and
retention. The report data indicate that a national shortage of registered
nurses, once expected to begin around 2007, was already evident in 2000.6

In 2000, the national supply of registered nurses was estimated at 1.89
million, while the demand was estimated at 2 million, a shortage of ap-
proximately 6%. Based on trends in the supply of RNs and the antici-
pated demands, this shortage is expected to grow to 29% by 2020. This
projected shortage will result from a projected 40% increase in demand
between 2000 and 2020, compared to a 6% growth in supply.

Factors driving the growth of demand for healthcare workers include
growth in the U.S. population, a larger proportion of elderly persons, and
medical advances that heighten the need for healthcare providers. In con-
trast, the declining supply of RNs can be attributed to a declining
number of nursing school graduates, the aging of the RN workforce, de-
creases in nurses’ relative earnings, and the emergence of alternative job
opportunities.®

The managed care organization will face an even greater staffing chal-
lenge. While the healthcare industry struggles to recruit and retain bed-
side RNs, managed care organizations need a consistent supply of not
only bedside nurses, but also registered nurses who function as case man-
agers, patient educators, triage nurses, utilization reviewers, risk man-
agers, and provider liaisons. All of these positions require a licensed RN,
but they also require that the RN be removed as the primary care provider
for the patient.

Physician recruiting represents another challenge. In a study of pri-
mary care physicians, the majority of HMO-affiliated physicians joined
HMOs to avoid a perceived penalty associated with lack of affiliation,
rather than for positive reasons. The data also suggest that physicians with
managed care experience affiliate with an HMO more often for “quality

of life” reasons.”
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The number of physicians who are choosing to become employed and
salaried is increasing rapidly. For those physicians who are newly out of
residency and saddled with large medical school debt, accepting a salaried
position is a wise decision. For managed care to continue to be successful,
a fully committed and engaged physician workforce is imperative.
Benefits of becoming an employed physician include the ability to achieve
work-life balance, a predictable minimum income level, and reduced ad-
ministrative activities.”

A successful managed care organization must be staffed to match the
size of the community it serves. If staffing levels are not appropriate,
physician income and professional satisfaction may be at risk. It is impor-
tant for the organization to formulate a physician recruitment plan as part
of its long-term strategy. In developing this plan, the managed care orga-
nization must assess its mission and vision, the priority healthcare needs
in the community, the organization’s current ability to meet the needs of
the community, and the projected growth and development of the com-
munity. The managed care organization must also carefully assess its cur-
rent physician workforce and plans for future employment. After the
physician recruitment plan has been developed, the medical staff leader-
ship must partner with HR personnel to develop a successful recruiting
strategy.

Clearly, recruiting and retention strategies are increasingly important
in maintaining an engaged and energized workforce in a managed care or-
ganization. Recruiting methods for managed care systems generally in-
clude Internet recruiting, internal recruiting, and external recruiting.

Competition for well-qualified healthcare providers is also strong.
Managed care systems must compete in this marketplace not only on the
basis of cost and quality of care, but also as part of their effort to attract
and retain a competent workforce. Prior to beginning any recruiting, the
managed care organization must define the competencies necessary for
specific positions. Managed care employees are unique because they must
be technically sophisticated and experienced people who also have a clin-

ical background.

Internet Recruiting

Today, the Internet has become the primary source through which many
healthcare employers search for qualified candidates and many applicants
search for jobs. In the United States, it is estimated that 74% of those
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with Internet access use the World Wide Web as a component of their job
searches. HR professionals are using the Internet as well. When ques-
tioned, recruiters report that 77% of their new hires responded to open-
ings posted on the Internet, compared with 17.5% who responded to
newspaper advertisements.”

Today’s Internet recruiting includes not only generic career Web sites,
but also Web sites dedicated solely to healthcare recruiting. There are even
managed care recruiting and managed care nursing certification Web sites
(www.abmcn.org). In the managed care setting, nurses have moved away
from their traditional roles, so the recruiting must follow suit and move
away from its traditional methods.

Internal Recruiting

Oftentimes, the best sources for qualified candidates come from within
the healthcare facility. A popular method of internal recruiting includes
job posting and bidding. Some managed care systems maintain an appli-
cant tracking system that includes a computerized internal database of
skills.

One of the most reliable sources of qualified candidates is referrals by
current employees. Current employees can discuss with potential candi-
dates the advantages of a job with the company and encourage them to
apply.® Some employers pay employees incentives for referring individuals
with experience or specialized skills that are hard to recruit.

External Recruiting

In an era of many workforce shortages, Internet and internal recruiting
sources often do not produce the required number of qualified candi-
dates. As a consequence, managed care HR professionals often turn to
schools, colleges, and universities for additional candidates. Due to the
unique aspects of educational preparatory requirements for most clinical
degrees, many healthcare employers already have a flow of candidates
through the educational system.

Clinical rotations are required for such fields as nursing, pharmacy, and
medical technologies. A clinical rotation program requires students to
have hands-on educational experiences. These rotations generally occur in
a hospital or related healthcare setting. Many employers use this clinical
rotation as an opportunity to recruit qualified candidates.”
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Additionally, many graduate degree programs in healthcare administra-
tion, public health, and health planning include postgraduate fellowship
programs. These fellowships place qualified candidates in high-level sup-
port positions to executives, administrators, and CEOs of managed care
systems. Some of the fellowships result in opportunities for the candidate
to move into middle- or upper-management positions at the completion

of the fellowship.”?

Managing Workforce Diversity in Managed Care Settings

Both non-managed care and managed care organizations desire inclusive-
ness in their workforces. Likewise, both strive to ensure that the organiza-
tion’s culture supports and encourages inclusiveness. In addition to the
professional clinical staff found in all healthcare organizations, managed
care organizations have a large workforce of hourly, clerical employees to
process claims and answer members’ questions. Organizational commit-
ment to diversity and job satisfaction of a diverse workforce are require-
ments for any managed care organization to be successful. Indeed,
celebrating and valuing cultural diversity within a managed care organiza-
tion are important not only for workforce satisfaction, but also for a bet-
ter understanding of the patient’s experience, which leads to greater
patient satisfaction.

Many cultures view the healthcare experience differently and have
unique and distinct customs regarding healthcare decisions and the roles
that family members play in making those decisions. A comforting ges-
ture by a patient care provider from one culture might be perceived as an
insult to a patient of another culture. Many cultures require that the elder
male member of the family take responsibility for medical decisions for
family members. If the patient care provider is not aware of this cultural
expectation, the entire experience for the patient and the family can be
negatively affected if the expectation is not met. Cultural sensitivity is im-
perative with an inclusive workforce and customer base.

Both non-managed care and managed care organizations must make a
strong effort to seek out a diverse workforce and must shape their recruit-
ing and retention strategies around the goal of a multicultural workforce.
Customers in the managed care environment include patients, physicians,
and health plan members. To provide the excellent customer service
required for a managed care organization’s success, the workforce must



170 CHAPTER 7 HR IsSuEs IN MANAGED CARE SETTINGS

mirror the diversity of the customers. Additionally, the workforce must be
educated to the needs and expectations of a culturally diverse customer
base.

Selection

Selection entails more than just choosing a person to fill a job. It is im-
portant to have the right person in the right position. The selection
process can best be defined as a matching process: It seeks to match what
the organization needs with what the candidate needs from the organiza-
tion. Such a “fit” is critical to ensure a successful placement. In today’s
managed care environment, if the candidate has the necessary minimum
qualifications, then employers are often willing to hire for “fit” and train
for any additional skills. During the selection process, to help determine
whether an employee will be an appropriate “fit,” past behavior is the best
predictor of future behavior. As a result, the selection process should in-
clude a measure of past behavioral events. For instance, behavioral
event—based interview questions require employees to give specific exam-
ples of how they have handled a specific problem in the past, what they
learned from the experience, and what they might do differently in the fu-
ture. The candidate’s answer can give important insight into how he or
she might handle a similar situation in the future.

Orienting the Workforce

New employee orientation can be especially challenging in a managed
care setting. New employees must be oriented to JCAHO standards, their
specific jobs, and the overall organization mission, vision, and values; they
must also receive any special, technical orientation required to do their
jobs. Their initial competence must be assessed, and then unit/job-
specific orientation must be tailored to their needs. Additionally, many
managed care organizations orient new employees to critical thinking
skills.

In today’s managed care environment, great emphasis is placed on cus-
tomer service skills. Oftentimes, the only thing that separates one organi-
zation from another is the level of customer service provided. As a result,
service excellence training and education must be an integral part of ori-
enting the managed care workforce. Employees should be educated on
how to resolve customer issues and concerns in a timely fashion.
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Confidentiality is another important component of managed care em-
ployee orientation. Managed care employees must commit to maintain-
ing the confidentiality of employee and patient information, including
sensitive medical record information. They must understand their legal
obligations as managed care employees with access to such confidential
information.

RETENTION

Retention of valued employees is a significant concern for the managed
care organization. Organizational performance is improved in any indus-
try when there is continuity of employees who are experienced in their
jobs and who understand the organization and its culture. Successful
managed care organizations intuitively understand the link between re-
tention and overall patient satisfaction. Increased demands placed on
managed care employees to provide patient care for more patients while
managing costs can lead to higher turnover rates. Turnover costs not only
include the actual cost of recruiting a replacement, but also the cost of the
experience level of the incumbent who left. As a result, retention of valued
staff members is critically important to the successful managed care
organization.

Employees consider several factors when choosing whether to stay with
their employer or to leave for another employer. For example, they con-
sider organizational factors, including what the mission and culture of the
organization are, how well managed the organization is, and whether
the organization provides job security. Career opportunities, competitive
pay and benefits, and the organization’s reward system are other factors
that the employee assesses. In addition, a number of personal factors must
be considered, including job autonomy, work-life balance, and supervi-
SOry SuUpport.

One advantage of an integrated managed healthcare organization is the
availability of many different opportunities and different work environ-
ments within the same organization. For the long-tenured nurse who is
looking to leave the bedside, opportunities in utilization review, case
management, and employee health—to name only a few—exist within
the same organization. Overall organizational retention increases when
greater opportunities are available. A successful integrated managed care
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organization has the ability to offer greater flexibility in scheduling, a cul-
ture that allows autonomy in decision making, and the ability for staff
members to be involved in the patient experience at all levels.”

Managing Separations and Outplacements

Both non-managed care and managed care organizations must manage
separations and outplacements in a legally appropriate and ethical man-
ner. Successful management of employee separations includes a well-
defined corrective action policy that addresses expectations as well as con-
sequences. It also provides an understanding of wrongful discharge and
the importance of documentation.

To reduce employee separations, organizations should develop stan-
dards of behavior, or organizational values, to identify what the organiza-
tion expects from the employee and what the employee can expect from
the organization. It is imperative that these values be incorporated into the
organizational culture and practiced at every level in the organization. If
expectations are made clear and employees are held accountable to these
expectations in a fair and consistent manner, then employee separations
can be reduced. The result will be a culture where employees feel valued
and choose to stay with an employer and meet that employer’s expecta-
tions. Reducing the number of employee separations will reduce employ-
ment liability and risk to the organization.

PERFORMANCE MANAGEMENT

Because more than half of the expenses of a healthcare organization are re-
lated to compensation, compensation strategies, including performance
appraisals, must be aligned with the organization’s business strategies and
goals.® Managed care organizations usually support more job classifica-
tions than are found in a traditional healthcare setting. These range from
physicians and hospitalists to nurse case managers and patient educators,
in addition to the traditional hospital employees. This diversity of posi-
tions requires a rethinking of the traditional appraisal methods.

For example, in a study by Duberman!® that assessed the critical behav-
ioral competencies of outstanding managed care primary care physicians
within a network-model HMO, six performance measures were used:
(1) member satisfaction, (2) utilization, (3) patient complaints, (4) emer-
gency room referrals, (5) out-of-network referrals, and (6) medical record
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completeness. Physicians performing above the mean on all of these meas-
ures were classified as outstanding and then participated in a behavioral
event interview and a picture story exercise. Outstanding physicians
demonstrated higher achievement orientation, concern for personal influ-
ence, empathic caregiving, and empowerment scores. They were also more
competent in building team effectiveness and reaching interpersonal un-
derstanding when compared with the control group of typical primary care
physicians. Duberman’s data suggest that primary care physicians’ per-
formance is the product of measurable competencies that can be targeted
for improvement. Using competency assessment methods of appraisal
combined with a good development program can benefit organizational
efficiency and increase both physician and patient satisfaction.

In a 2001 American Society of Health-System Pharmacists (ASHP)
survey!! of ambulatory care responsibilities of pharmacists in managed
care and integrated health systems, the 24 performance functions used
were related to five “enabling” factors: (1) pharmacists on interdiscipli-
nary care teams, (2) automated dispensing systems, (3) integrated elec-
tronic medical records, (4) very supportive medical staff, and (5) very
supportive senior managements. These enabling factors speak to the sup-
port needed in the managed care environment for the pharmacists to per-
form well. (These factors may also be required for pharmacists to perform
well in more traditional healthcare settings.) Ambulatory care pharma-
cists’ functions expanded into new areas and decreased in more traditional
areas, such as negotiating pharmaceutical contracts, immunization
screening, and administration. These changes in responsibility may reflect
the current pharmacist shortage and the increase in the number of pre-
scriptions and patients. This study supports the idea that performance
measures must be continually updated to match the current environment
and business strategies of the organization.

Garcia, Safriet, and Russelll2 argue that, as pay-for-performance com-
pensation plans become more prevalent, these programs will require the
selection of appropriate performance criteria, accurate assessment of their
financial impact, development of an effective means of communication
between the health plan and physicians, and gradual implementation of
the plan. If such compensation programs are implemented correctly, they
will allow health plans and physicians to balance economic incentives and
operational outcomes, which in turn will encourage improved perform-
ance and benefit providers, payers, and patients alike.
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A well-defined pay-for-performance plan is built on a solid foundation:
By rewarding employees and providers for quality outcomes, significant
improvement in the quality of service and care will result. In a typical
plan, incentives are calculated using a series of clinical and service indica-
tors that measure results. A successful plan relies heavily on data collec-
tion and new information technology that is only now emerging.

It is important that a pay-for-performance program contain incentives
and measures that actually motivate the stakeholder to improve the qual-
ity of care or service. The outcomes should be measurable, specific, and
consistent. The outcome measures must also be flexible and adapt to a
quickly changing healthcare environment.!?

Examples of outcome measures for physicians include clinical process
measures, patient grievance rates, and transfer rates. Outcome measures
for health plan employees could include report accuracy, complaint reso-
lutions, and satisfaction of members’ employers.!? It is important to re-
member that pay-for-performance plans must be built and adopted
gradually. Successful plans require education, trust in the data, and sus-
tained achievements.

In summary, appraising and managing performance in a managed care
setting requires that appropriate, continually updated appraisal criteria be
used in conjunction with required “enabling” support. For employees
who are lacking in performance, action plans should be developed and
training provided, if necessary, to empower employees to improve their
performance.

TRAINING AND EDUCATION

Although “training” is a term often used in conjunction with “develop-
ment,” the two are not synonymous. Training typically seeks to provide
employees with specific skills or help employees correct deficiencies in
their performance. In contrast, development provides employees with the
abilities the organization will need in the future. These two types of activ-
ities are important in all healthcare organizations, but they are essential in
managed care organizations, which are continually trying to improve
their quality and service while controlling costs. Indeed, in the current en-
vironment of double-digit cost escalations and healthcare employee short-
ages, these programs are crucial.
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Salaried employment among primary care physicians is becoming the
rule rather than the exception. This trend has forced managed care orga-
nizations to focus on the consequences of physician employment, types of
practice revenues, and overall career satisfaction.

A 2003 study of physicians employed in a nonprofit HMO, which
used interviews, observations, and archival data over a five-year period, re-
vealed that the “form and substance of individual physician adaptation to
organizational life is dependent upon social exchanges over time with the
HMO.”13 This study suggests that, in a managed care environment char-
acterized by structural diversity and constant change, individual physician
adaptation is an emergent, evolutionary process and may be slow and de-
layed, particularly if the change makes physicians more dependent on
their employing organization. This process appears to be more amenable
to nontraditional career development methods than the traditional train-
ing programs the healthcare industry has used in the past. In managed
care organizations, career development must be seen as a key business
strategy that will improve the quality of employees’ work lives, prevent
job burnout, meet diversity goals, improve retention, and meet organiza-
tional needs that require adaptation to constant change.

COMPENSATION AND BENEFITS

Developing compensation strategies in a managed care organization can
be a very complex process. Managed care is designed to be a cost-effective
way to deliver quality healthcare. Managed care organizations must focus
on providing a full spectrum of quality healthcare services while remain-
ing cost-effective. However, the nontraditional roles found in many man-
aged care organizations bring a unique and complex challenge to HR
professionals, who are accountable for developing a compensation strat-
egy that not only is aligned with business needs, but also meets the needs
of the workforce.

More than half of a healthcare organization’s expenditures are related to
compensation.? Healthcare HR professionals are accountable for directing
the development and administration of the organization’s compensation
system, including its base pay systems, pay structures, and organizational
compensation policies and procedures. An effective compensation manage-
ment system should include four objectives:
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Legal compliance with all appropriate laws and regulations

Cost-effectiveness for the organization
* Internal, external, and individual equity for employees
* Performance enhancement for the organization’

Managing Compensation and Rewarding Performance in
Managed Care Settings

To recruit and retain a highly qualified, highly engaged workforce, man-
aged care organizations are competing not just with non-managed care
organizations, but with the business industry as well. Managed care sys-
tems that include hospitals, employed physicians, and a health plan busi-
ness deal with a wide variety of compensation needs and must be creative
when developing their compensation plans. While much of the tradi-
tional clinical workforce is compensated based on market-driven factors,
the nontraditional healthcare workforce may be compensated much dif-
ferently. In particular, health plan employees may be compensated at a
lower base rate, with their total compensation being supplemented by in-
centives. Incentives, which are normally paid in production or assembly
work, are effective for health plan employees as well. For example, piece-
rate incentives may be paid for the number of calls received by a tele-
phone service representative at the health plan or for the number of
claims processed by a health plans claims processor. Many of these posi-
tions are clerical in nature, but they still require basic clinical knowledge
to be able to answer questions appropriately and process claims correctly.
Managed care organizational systems that include a health plan business
will employ a sales staff to market and sell the health plan, so incentives
may be paid to these employees, including sales commissions.

These examples illustrate the unique challenges facing HR profession-
als in managed care organizations. These organizations are forced to be
creative and often move away from traditional compensation approaches.
Many managed care organizations might wish to be the leader in their
market with their compensation scheme, but face significant pressures to
control costs and may have to redefine this compensation strategy.

While the employee’s base rate of pay should be based on market con-
ditions, adjustments to the employee’s compensation should reflect his or
her individual performance and contributions to the organization’s goals.®
Resources for compensation can be limited, based on the managed care
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organization’s desire to reduce overall costs. Compensation must reflect
this reality.

Scoggins,'4 in a study measuring the effect of practitioner compensa-
tion on HMO consumer satisfaction, found that consumer satisfaction
with HMOs was negatively correlated with the percentage of practitioners
on a capitated-fee basis and positively correlated with the percentage com-
pensated with a fee-withholding incentive. Fee-withholding programs
hold back a fraction of the fees paid until specific quality and cost-control
goals are reached. This study implies that the compensation method for
practitioners in managed health plans can affect participant satisfaction.

In a study on trends in the nurse labor market, Buerhaus and Staiger
discuss the differences in employment and wage growth in low-enrollment
and high-enrollment HMO states.!® In low-enrollment states, the em-
ployment growth of RNs between 1983 and 1997 increased, compared to
high-enrollment states. However, the wage growth during this same time

span was higher in high-enrollment states. (See Figures 7-4 and 7-5.) This
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FIGURE 7-4 The Higher Employment Growth of RNs in Low-HMO-Enrollment
States, 1983-1997
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FIGURE 7-5 Higher Wage Growth of RNs in High-HMO-Enrollment States,
1983-1997

study demonstrates that the number of RNs hired may have been less in
high-enrollment states, but wage growth was higher. This probably re-
flects the increased responsibilities of the RN workforce in HMO organi-
zations and the emphasis on cost controls, which decreased RN full-time
equivalent (FTE) growth.

Compensation decisions must be viewed strategically. Because the or-
ganization dedicates such a large percentage of its funds to compensation
and related activities, it is extremely important that compensation deci-
sions be closely aligned with business strategies and goals. To have a suc-
cessful compensation program, an organization should consider what its
pay philosophy is, how the organization will react to market fluctuations,
and what approach it will take regarding compensation.”
Designing and Administering Benefits in Managed
Care Settings

Within the total compensation package, healthcare organizations provide
benefits to their employees for being part of the organization. Benefits are
forms of indirect compensation that may include retirement benefits,
paid time off, health insurance, educational and professional development
assistance, and many other programs.” Designing and administering ben-
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efits in a managed care setting is similar to that in the non-managed care
setting, with a few differences.

In a managed care setting, HR professionals are responsible for design-
ing and administering benefits programs that meet the needs of the or-
ganization. Time off for employees must be structured to satisfy business
needs, as many parts of the organization operate on a 24 hour per day, 7
day per week schedule. A distinct advantage for managed care systems is
that they are part of a system, yet are a single employer, so benefits offered
to employees are the same throughout the organization.

Educating the managed care employee on the concept of total com-
pensation is an important part of administering a successful benefits pro-
gram. A comprehensive benefits program is costly to an employer,
averaging 30% to 40% of payroll costs. Employees often think of their
compensation as including only wages and salaries and fail to understand
the value of their benefits package when considering total compensation.’
Because a comprehensive benefits plan has significant implications for re-
cruiting and retention, educating the managed care employee about total
compensation is imperative.

Managed care systems often find themselves on both sides of the
healthcare continuum. On the one hand, as employers, they must provide
a competitive, comprehensive benefits package. On the other hand, they
are also the healthcare provider and may be the health insurance provider.
The managed care organization has to carefully plan and design benefits
strategies so that it does not have competing objectives between its busi-
ness units.

Managed care organizations must provide the same government-
mandated benefits that non-managed care organizations provide. These
include worker’s compensation, Family and Medical Leave Act (FMLA),
and unemployment compensation.

In today’s competitive job market for managed care employees, organi-
zations must carefully assess their benefits design strategy to improve both
recruiting and retention. They must try to meet the needs of a changing
workforce population, including generational differences and related ben-
efits needs. Flexibility and choice are important aspects of any successful
benefits program. The managed care organization must continue to focus
on providing a quality, cost-effective healthcare product, while expending
the appropriate amount of funding for benefits programs that will meet the
needs of its workforce.
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EMPLOYEE RELATIONS

Developing Positive Employee Relations and Communication
in Managed Care Settings

Although developing positive employee relations and communication is
the responsibility of all managers, effective employee relations require co-
operation between managers and employee relations representatives in
HR departments. Employee relations representatives are like internal
business consultants who advise both supervisors and employees on poli-
cies, procedures, and problems. The effectiveness of this system is directly
related to the quality of the healthcare organization’s communications.
This is particularly true of managed care organizations. Employee pro-
ductiveness is also correlated with various enabling systems, such as elec-
tronic medical records, and various automated programs, such as
dispensing systems in the pharmacy and automated standing orders de-
rived from evidence-based medicine clinical protocols.

In addition to electronic communication, opportunities need to be
available for two-way communication in formal and informal meetings
between employees and managers. In managed care settings with large or-
ganizational or geographic barriers, this can be very challenging. Often,
the employee relations representatives may be more accessible and can
channel employee concerns properly, so that issues can be addressed

appropriately.

Managing Discipline and Respecting Employee Rights in
Managed Care Settings

There is a fine line between the rights of employees and the rights of man-
agement. In healthcare settings, issues such as random drug testing, elec-
tronic monitoring, and whistle blowing can cause problems. In addition
to these difficult issues, managed care organizations must always balance
cost, quality, and patient satisfaction concerns. In more traditional health-
care organizations, this balance may not be as prominent.

Courts have routinely protected employee rights in wrongful discharge
cases and in statutory and contractual cases. Most healthcare organiza-
tions have discipline and discharge policies that they must follow to en-
sure due process rights for their employees. The Porvin v. Metropolitan
Life case, which was settled in 2000 by the California Supreme Court,
held that a physician provider, who is an independent contractor for a
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health insurer, may have a right to a fair procedure before being termi-
nated if the insurer possesses power that will impair the provider’s ability
to practice medicine. Although this decision does not clarify whether this
standard applies to other entities or decisions not involving termination
or exclusion, it is a clear message to follow due process procedures regard-
less of the healthcare entity.!® This message is particularly strong for man-
aged care entities, which often have physician employees or service
contracts with physicians.

So-called economic credentialing, which relies on economic criteria to
determine an individual’s qualifications for staff privileges, is a new
method being used to protect hospitals from competition by medical staff
members. For example, if a physician opens a separate outpatient surgery
center that will be in direct competition with the hospital, the hospital
can refuse to credential the physician, which will prevent him or her from
admitting patients to the hospital. This type of credentialing can be used
for a variety of healthcare providers, including physicians, nurse practi-
tioners, and physician assistants. This method uses economic conflict-of-
interest credentialing policies to ensure loyalty and maintain economic
viability. Weeks!” argues that hospitals should be able to implement these
policies in ways that minimize liability in most jurisdictions. Because
managed care organizations use many midlevel practitioners and physi-
cians to achieve labor cost savings,!® economic credentialing must be
done carefully to ensure fair procedures.

UNIONIZATION

Due to the trends in healthcare financing and delivery described at the be-
ginning of the chapter, there has been an increase in union membership
among many types of healthcare providers, including physicians. This is
particularly true in states with a significant percentage of patients in man-
aged care plans. Scheffler!® suggests that the union membership of physi-
cians, which numbered 35,000-45,000 in 1998, will increase 5-6% per
year.

Kaiser Permanente is a large managed care company, with 8.6 million
enrollees in 18 states. In Modern Healthcare in 1997, one lead story was
the Kaiser unions voting on a pact with the AFL-CIO. This pact covers
50,000 union workers.2? This shift toward greater unionization in health
care is occurring at a time when traditional union membership in the
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United States is decreasing. Large unions, such as the AFL-CIO, are now
concentrating on the new markets of health care and government.

Managers and HR employees are on the front line in dealing with em-
ployees on labor—management matters. When unions enter the picture, la-
bor relations specialists are usually hired to resolve grievances, negotiate a
labor contract, and advise top management on labor relations strategies.
Because unionization is often found in areas with high penetrations of man-
aged care plans, this is an important issue for managed care organizations.

When a company faces difficult labor relations, the most important
strategic choice will be to accept or to avoid unions. If management de-
cides to try to avoid unionization, union organizing may still continue,
and companies have to be very careful to avoid engaging in unfair labor
practices.

If a union is organized, then the next step is to negotiate a contract and
then administer the contract, which usually includes a specific grievance
procedure. In a managed care organization, with its emphasis on cost and
healthcare quality, unionization will have a significant effect on the man-
agement of human resources. Human resources policies will have to re-
flect consideration for the preferences of workers, which usually include
better wages and benefits, job security, the ability to express dissatisfaction
with administrative actions, and having a voice in work rules that affect
their jobs.?!

Ensuring Workplace Safety and Health in a Managed
Care Setting

Healthcare organizations must place a strong emphasis on workplace
safety and health for employees and patients. Patient and employee safety
are measured, tracked, and reported to the board of directors. JCAHO re-
quires that all sentential events be reported to the board.

In addition to the traditional patient safety concerns, healthcare facili-
ties must be sensitive to employee concerns, such as exposure to infectious
organisms, violence in the workplace, smoking in the workplace, fetal
protection, hazardous chemicals, and genetic testing. Human resources
professionals often work on policies dealing with these issues, which have
both legal and ethical concerns. Both managed care and non-managed
care organizations must make a concerted effort to develop policies in
these difficult areas to protect patient and employee safety.?!
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CONCLUSION

Three major human resources challenges arise in managed care settings:
(1) meeting the shortage of licensed healthcare professionals, (2) manag-
ing quality with human resources, and (3) evaluating the HR system.
Given the diversity of employee categories, unique compensation systems,
and emphasis on cost control, these problems are particularly acute in
managed care organizations. As a consequence, the HR system must be
particularly effective and staffed with competent HR specialists. In addi-
tion, the HR office and other support offices must be evaluated for com-
petence and quality, just as patient care centers are.

One method for accomplishing this goal is to do a regular HR audit. A
typical audit should analyze the following issues: (1) turnover rates; (2)
reasons employees are quitting; (3) compliance with government regula-
tions; (4) effectiveness of recruiting, training, and compensation plans;
(5) employee diversity; (6) managers’ needs versus services provided; (7)
employee needs versus services provided; and (8) HR policies and proce-
dures’ effectiveness in helping the managed care organization meet its
goals.21 Based on the results of these audits, changes in personnel, poli-
cies, and processes may be warranted.
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CHAPTER

The Human Resources
Function in Hospitals

Susan Sportsman

VIGNETTE

Paul Farmer is the newly hired Director of Human Resources
(HR) at Mercy Hospital, a 400-bed, not-for-profit, acute care
hospital in an urban area. He faces numerous challenges in this
role. The hospital is preparing for a Joint Commission for the
Accreditation of Healthcare Organizations accreditation visit in
six months, and several human resources problems must be re-
solved before the visit. For example, physician credentialing files
must be updated and the required education/training for clini-
cal staff adequately documented. The average hospital-wide
nurse vacancy rate is 18%, and the turnover rate is 23%. In
addition, the hospital has been losing money for the last 18
months, and the administrative team is developing strategies to
reduce labor costs without affecting the quality of care.
Chapter 8 will provide Farmer—and other readers—with guide-
lines for dealing with such challenges in a hospital setting.
Following an overview of the hospital setting, the chapter will
address recruitment and selection, retention, hiring, compe-
tency validation and performance appraisal, work environment,
training and education, employee relations, and unionization
as related to hospitals.
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OVERVIEW OF THE SETTING

In the last century, acute care hospitals have become, in many ways, the
cornerstone of the U.S. healthcare delivery system. The majority of
healthcare professionals work in hospitals, and a significant portion of the
dollars spent on health care are generated there. As a result, the study of
human resources in health care must include the unique challenges in
acute care settings.

Acute care hospitals can be characterized in a number of ways:
size/number of beds, function, ownership, location, mission, complexity,
competitiveness, population served, endowment and financial situation,
physical facilities, cost per patient day, or patient diagnostic category.!
These categories help in making comparisons across the industry. Younis,
in a comparison of the financial performance of urban and small rural
hospitals,2 found that for-profit hospitals were more profitable than non-
profit hospitals; teaching hospitals were less profitable than nonteaching
hospitals; and hospitals with fewer than 50 or more than 400 beds were
less profitable than hospitals having between 50 and 400 beds. In addi-
tion, hospitals in which the ratio of total Medicaid days to total days was
higher were more profitable than those with a lower ratio, because hospi-
tals with a higher proportion of Medicaid patients get additional money
through the Medicaid disproportionate hospital share payments.?

Table 8-1 provides an overview of the most common hospital classifi-
cations. Hospitals may fit into more than one classification.

Regardless of the classification of an acute care hospital, patients in this
setting require care and observation 24 hours per day for the length of
their stay. A physician or designated extender must order admission to the
hospital and necessary medical care related to diagnosis and treatment,
including surgery or other invasive procedures to be provided. Nursing
staff are accountable for coordinating patients’ care during the hospital
stay, but numerous other healthcare providers—including physical, occu-
pational, and respiratory therapists; radiologic science professionals; phar-
macists; lab technologists; dietitians; social workers; psychologists;
chaplains; and support staff—give treatment to improve patients’ condi-
tion and/or help them cope with limitations imposed by their illness. As
patients’ conditions improve and they require less monitoring, they are
typically moved to a less intensive level of care, such as a long-term acute
care hospital, rehabilitation center, or skilled nursing facility, or released
to their home with or without support.
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Table 8-1 Classifications of Acute Care Hospitals

Classification Definition

Short-term Patients have an ALOS of 30 days or less.

Long-term Patient has an ALOS of more than 30 days.

Urban Hospital located inside an MSA. An MSA is a territory

containing a city with a population of at least 50,000 or an
urban area with a population of at least 50,000 and a total
metropolitan population of at least 100,000.

Rural Hospital located outside an MSA.

Public Hospital owned by federal, state, or local governmental
agencies—usually a city or county governmental department
or a free-standing governmental agency, such as a public
health authority or district.

Federal Hospital owned by the federal government, and designated
for special populations (e.g., military, veterans).

Private Hospital owned by a private entity, either nonprofit or for
profit.

Nonprofit Hospital that is not required to share profits with

shareholders. Revenues in excess of expenses are returned to
the organization as reserves or for future uses.

Profit/investor owned  Hospital that must share profits with shareholders.

Teaching Hospital that has an affiliation with a medical school
accredited by the Liaison Committee on Medical Education.
These hospitals must sponsor or participate significantly in
four approved, active residency programs, at least three of
which must be medicine, surgery, obstetrics/gynecology,
pediatrics, family practice, or psychiatric.

ALOS: average length of stay.

MSA: metropolitan statistical area.

Source: Kovner A, Jonas S. Healthcare Delivery in the United States. New York: Springer
Publishing; 1999:162.

As the U.S. population has aged and technology has developed, there
have been increasing employment opportunities in the acute care envi-
ronment. For example, full-time equivalent (FTE) personnel in hospitals
increased from approximately 3,420,000 to 3,911,400 between 1995 and
2000, despite a decrease in the number of community hospitals and beds
per 1,000 population.® This expansion in employment opportunities has
created multiple challenges for human resources personnel. The shortage
of healthcare professionals and the increasing acuity of hospitalized pa-
tients have resulted in a stressful work environment. The need to reduce
costs and the associated trend toward managed care have caused a short-
ened length of stay for most patients. The rapid turnover of patients has
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added to the stress of the work environment. Managed care has also re-
duced traditional fee-for-service reimbursement, placing many hospitals
in financial jeopardy.

While all industries must address human resources challenges to stay
competitive in the marketplace, inadequately managed human resources
problems in acute care hospitals can have a profound effect on a facility’s
public relations. Negative publicity of any sort can increase the public’s re-
sistance to hospitalization at a facility. Of greater concern, however, is that
numerous studies have shown poor working conditions in an acute care
setting can affect employee job satisfaction as well as the outcomes of pa-
tient care. Because hospital care is “people driven,” the human resources
function plays a crucial role in ensuring high-quality care.

RECRUITMENT AND SELECTION

Recruitment and retention remain the most important human resources
function in hospitals today because of the critical shortage of health pro-
fessionals. The lack of available nurses, which has received widespread
publicity, is the best-known marker of this shortage, because nursing is
the United States’ largest healthcare profession, and nurses represent the
largest single component of hospital staff. The U.S. Bureau of Labor
Statistics estimates that the rising complexity of acute care will see de-
mand for RN in hospitals climb by 36% by 2020.4 According to the re-
port Acute Care Hospital Survey of RN Vacancy and Turnover Rates, which
was released in 2002 by the American Organization of Nurse Executives,
the average RN turnover rate in acute care hospitals is 21.3%. The aver-
age hospital-wide nurse vacancy rate is 10.2%, with critical care units reg-
istering a 14.6% vacancy rate. Fifty-one percent of the nurse executives
surveyed in this study indicated that staffing shortages contribute to
emergency room overcrowding, and 25% blamed the nursing shortage for
the need to close beds.

Nursing is not the only discipline experiencing a shortage. The
American Medical Association acknowledges a physician shortage in
some specialties and in some areas of the country. The shortfalls are most
striking in radiology and anesthesiology, but are also present in cardiol-
ogy, dermatology, gastroenterology, general surgery, and surgical subspe-
cialties. In November 2003, the government-approved Council on
Graduate Medical Education, reversing a previous position, called for an
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expansion of medical school spaces and residency slots. Although it will
not resolve the maldistribution of physicians, such an approach will in-
crease the number of U.S. medical graduates to 3,000 per year by 2015,
with a corresponding expansion in residency positions.®

The U.S. Department of Labor’s Bureau of Labor Statistics predicts
that the country will need 75,000 more radiographers in 2010 than it did
in 2000, 16,000 more sonographers, 8,000 more nuclear medicine tech-
nologists, and 7,000 more radiation therapists.” The Respiratory Therapist
Human Resources Study—2000 of the American Association of
Respiratory Care estimated that in 2000, 6,510 respiratory therapy posi-
tions were vacant, giving an overall vacancy rate of 5.69%. The Bureau of
Labor Statistics expects employment of respiratory therapists to increase
faster than the average for all occupations, increasing from 21% to 35%
between 2000 and 2010.8

The shortage of all healthcare providers places a heavy burden on hu-
man resources professionals, who, in concert with administrators and
clinical managers, must recruit and retain sufficient staff to deliver safe
and effective care. In April 2002, the AHA Commission on Workforce for
Hospitals and Health Systems recognized that, if left unresolved, the
shortage of health professionals may result in a major healthcare crisis.
The commission’s report, titled 7z Our Hands: How Hospital Leaders Can
Build a Thriving Workforce, included five major recommendations:

1. Broaden the base of healthcare workers by designing strategies that
attract and retain a diverse workforce of men and women, racial and
ethnic minorities and immigrants, and older workers.

2. Build societal support for public policies and resources needed to
help hospitals hire and retain a qualified workforce.

3. Collaborate with hospitals, healthcare and professional associations,
educational institutions, corporations, philanthropic organizations,
and governments to attract applicants to the health professions.

4. Foster meaningful work by transforming hospitals into modern-day
organizations where the work is designed around both patient and
staff needs. The work environment must be structured so that
workers can find meaning and be supported in their efforts to pro-
vide high-quality care.

5. Improve workplace partnerships by creating a culture in which hos-
pital staff (clinical, support, and managerial) have ongoing input
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into institutional policies and receive appropriate rewards and

recognition.9

Recruitment strategies are classified into two categories: local and
global. Human resources professionals in hospitals have greater control
over recruitment at the local level. Competitive salaries are, of course, an
important factor in recruitment and retention, even though most hospi-
tals are struggling to break even financially. According to Hewitt and
Associates, a compensation and benefits consulting firm, cash compensa-
tion for executive, managerial, and department director positions in-
creased in the hospital industry by 6.7% in 2000, nearly double the
average increase of the year before.!? The wages of most hospital employ-
ees are market driven, and current wages and benefits packages can be de-
termined through local, state, and national hospital or professional
organizations. Table 8-2 outlines benefits that might be used either indi-
vidually or in combination to recruit staff to a particular hospital or to en-
courage students to consider the health professions.

A popular local recruitment strategy in hospitals is flexible scheduling
for staff providing 24 hour per day, 7 day per week care. For example, staff
may choose a weekend option, working 24 hours every weekend, while
being compensated for 36 hours, and receiving full-time benefits. Those
who work Monday through Friday often work three 12-hour shifts with
no weekends. They also receive full-time benefits. Examples of hospitals
using this system include Summa Health System Nursing Service in
Akron, Ohio, which reported a vacancy rate of 6%—below the national
average for vacancies in nursing departments—after implementing flexi-
ble staffing.!!

In an effort to deal with the widespread shortages in the health profes-
sions, numerous national recruitment initiatives have been implemented.
Hospitals often benefit directly or indirectly from these programs, partic-
ularly when previously uninterested individuals are drawn to a career in
one of the health professions. Some of these recruiting efforts include
Johnson & Johnson’s Campaign for Nursing’s Future Initiative (www.
discovernursing.org), Nursing for a Healthier Tomorrow (www.
nursesource.org/nursing_careers.html), and a recruiting plan by the
American Society of Radiologic Technologists (www.asrt.org). Federal
legislation aimed at providing recruitment dollars includes the Nurse
Reinvestment Act (www.bhpr.hrsa.gov/nursing/reinvestmentact.htm) and
the Allied Health Reinvestment Act (www.asahp.org/billsummary.htm).
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Table 8-2 Recruitment Strategies Used by Human Resources in
Hospitals

Strategies to Recruit or Retain Strategies to Encourage Entry into
Professional Employees Healthcare Professions
Competitive salaries Classroom visits in high school/junior high
Flexible staffing school by healthcare providers
Scholarships for additional education Job-shadowing experiences
Signing bonuses Participating in “Bring Your Child to Work

. . Da )
Tuition reimbursements for graduate 4 .
education or degree completion Volunteer opportunities for students and
programs adults in healthcare settings
Tuition reimbursements for nonprofes- Student internships
sional staff to become healthcare Part-time employment opportunities for
professionals students
Collaborative education programs be- Visits to youth clubs and organizations
tween colleges/universities and hospi- (Boys and Girls Clubs, Boy and Girl Scouts,
tals at the hospital location science clubs, 4-H Clubs)
New-graduate mentorship Participating in community health fairs
Continuing education Participating in “Adopt a Health

. . M ”»

Structured communication with manage- Professions Student” program
ment (e.g., newsletters, “CEOgrams”) Speaking to guidance counselors/home
Staff recognition programs school organizations
Wellness programs Summer or day camps for high school or

- junior high students to introduce them to
Career ladders (clinical) the health professions
Rewarding experienced staff who serve

Interaction with groups involved in counsel-
as preceptors

ing individuals looking for second careers
Leadership training

Improving orientation

Physician recruiting is another important human resources function,
albeit one that often results in a financial burden for the hospital. In large
hospitals, physicians in some specialties, such as emergency room physi-
cians or hospitalists, may be employees. In such circumstances, the hospi-
tal must match the compensation the physician would receive in private
practice. For example, the 2002 Medical Group Compensation and
Productivity Survey listed the median income of physicians in emergency
medicine as $204,921 and the median income of hospitalists as
$146,551.12 Even if physicians are in private practice, they may receive
compensation from the hospital for administrative responsibilities, such
as being director of a specialty medical service. Hospitals may also provide
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loans for office space or equipment to physicians who practice in proxim-
ity to the hospital and (as will be later discussed) may assist physicians
with malpractice insurance.

Lack of Diversity in Healthcare Providers

The lack of diversity among healthcare providers creates another recruit-
ment challenge in hospitals. The Sullivan Commission on Diversity in the
Healthcare Workforce, in its report Missing Persons: Minorities in the
Health Professions, indicates that, taken together, African Americans,
Hispanic Americans, and Native Americans make up more than 25% of
the U.S. population, but only 9% of the nation’s nurses and 6% of its
physicians. The study also pointed out the lower quality of health care
and higher rates of illness, disability, and premature deaths among minor-
ity populations. These poorer health outcomes for minorities and the
shortage of minority healthcare providers appear to be related.' Not only
must hospital human resources professionals and administration focus on
local and global recruitment, but they also must be cognizant of the need
to recruit qualified professionals from minority populations.

RETENTION

Retention of hospital staff requires adequate compensation and flexible
staffing. However, maintaining a positive work environment is equally
important in retaining employees. A review of literature regarding job sat-
isfaction of hospital employees—particularly nurses—consistently found
eight influencing variables: professional autonomy, communication and
interpersonal relationships, administrative aspects (e.g., the structure of
the department and/or prevalent leadership style), recognition (both in-
ternal and external to the employment site), working conditions, profes-
sional practice, pay/benefits, and staffing/scheduling issues.'4 While these
variables make a difference in all areas of health care, they are particularly
important in acute care as an antidote to the stressful work environment.
Often healthcare professionals—particularly nurses—Ileave the hospital
seeking a less acute work environment. They report that such a move lets
them implement the full scope of their professional role in a less stressful
environment, which allows time for critical thinking and decision mak-
ing. Ensuring that the previously mentioned variables have a positive
presence in the acute care hospital may prevent nurses and other staff
from resigning to work in less stressful work environments.
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Recognizing that certain characteristics influence a positive work envi-
ronment in hospitals is not new. In the early 1980s, during a previous
nursing shortage, the American Academy of Nursing conducted research
to identify organizational factors in hospitals that resulted in successful re-
cruiting and retention of nurses. American Academy of Nursing Fellows
nominated 165 U.S. hospitals with reputations for successfully attracting
and retaining nurses and delivering high-quality nursing care. Ultimately,
41 hospitals were distinguished by their high nurse satisfaction, low job
turnover, and low nurse vacancy rates, even while neighboring hospitals
were experiencing nursing shortages. These hospitals were called “mag-
net” hospitals because of their successes in attracting and keeping
nurses.!> Table 8-3 identifies the core organizational attributes common
to these “magnet” hospitals.

Ten years after the identification of the original magnet hospitals, the
American Nurses Credentialing Center (ANCC) established a new magnet
hospital designation process, similar to the accreditation scheme developed
by the Joint Commission for the Accreditation of Healthcare Organiza-
tions (JCAHO). The process includes a self-appraisal using the Scope and
Standards for Nurse Administrators published by the American Nurses
Association (ANA), an assessment using ANA Quality Indicators, and a
multiple-day site visit.!> In the current competitive environment, receiving
magnet status may serve as a recruiting and marketing tool for a hospital,
attesting to its professional work environment and quality nursing care.

Since the early 1980s, significant research about magnet hospitals has
provided empirical evidence that the organization of the nursing service
in these hospitals has produced positive benefits for patients and staff
alike. Hospitals that organize their nursing services around organizational

Table 8-3 Organizational Attributes Common to Magnet Hospitals

The chief nurse executive is a formal member of the highest decision-making body in the
organization.

Nursing services have a flat organizational structure with limited supervisory personnel.

Decentralized decision making occurs at the unit level, giving staff nurses as much au-
tonomy as possible in providing care.

The administrative structure supports nurses’ decisions about patient care.

Good communication exists between nurses and physicians.

Source: Haven S, Aiken L. Shaping systems to promote desired outcomes: the magnet
hospital model. Journal of Nursing Administration. 1999; 29:14-20.
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factors supporting professional practice are associated with lower
Medicare mortality rates, higher levels of patient and nurse satisfaction,

lower levels of nurse emotional exhaustion, and fewer nurse-reported

needle-stick injuries.'® Table 8-4 outlines selected empirical studies that

evaluated the nursing work environment in magnet hospitals.

Table 8-4 Selected Research on the Work Environment

Reference

Aiken LH, Smith H, Lake ET.
Lower Medicare mortality
among a set of hospitals known
for good nursing care. Medical
Care. 1994; 32:87.

Haven DS, Aiken LH. Shaping
systems to promote desired
outcomes: the magnet hospital
model. Journal of Nursing
Administration. 1999; 29:14-20.

Havens DS. Comparing nursing
infrastructure and outcomes:
ANCC magnet and non-magnet
hospitals. Nursing Economics.
2001; 19:258-266.

Kramer M, Schmalenberg C.
Essentials of a magnetism. In:
McClure M, Hinshaw A, Eds.,
Magnet Hospitals Revisited:
Attraction and Retention of
Professional Nurses. Kansas City,
MO: American Nurses
Publishing; 2002.

Findings

After adjustment for patient severity, magnet hospi-
tals demonstrated statistically superior (p = 0.026)
outcomes, reflected by Medicare mortality rates.
Magnet hospitals had slightly better RN-to-patient
ratios and significantly richer nursing skill mixes.
When differences in nursing staffing were controlled
statistically, the lower mortality rate persisted.

Study explored empirical evidence associated with
patient outcomes in magnet-designated hospitals
and concluded that the evidence is significant that
magnet organizations produce better patient and
staff outcomes and so should be the model for re-
configuring nursing services and delivery of patient
care.

Survey was sent to the chief nursing officers that
addressed recruitment difficulties, quality of care,
and organizational structure. The characteristics of
the hospitals were similar in terms of size and de-
mographics. Findings included that magnet hospi-
tals had higher JCAHO scores, had distinct
departments of nursing, and were more likely to
have a doctorally prepared nurse researcher on
staff; also, the CNO received greater control of
nursing practice, autonomy, and nurse-physician
collaboration.

Staff nurses working in 14 magnet hospitals identi-
fied eight attributes as essential to quality care:

* Support for education

* Working with other nurses who are clinically
competent

* Positive nurse-physician relationships

* Autonomous nursing practice

* A culture that values concern for the patient
* Control of and over nursing practice

* Perceived adequacy of staffing

° Nurse—manager su PPOFt
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Laschinger H, Shamian J, Staff nurses in magnet hospitals were surveyed us-
Thomson D. Impact of magnet ing instruments that measured perceptions of au-

hospital characteristics on tonomy, control, physician relationships, faith and
nurses’ perceptions of trust, confidence in peers, managers, emotional exhaus-
burnout, quality of care, and tion, and job satisfaction. Findings suggested that
work satisfaction. Nursing perceived autonomy, control, and physician rela-

Economics. 2001; 19:209-219. tionships influence trust, job satisfaction, and per-

ceived quality of patient care. The authors suggest
that practice models that address autonomy and
control, while managing the flattening of organiza-
tional structures, could achieve positive staff
perceptions.

Magnet hospital research has focused only on nursing services. As yet,
there has been little or no research to evaluate the job satisfaction of other
disciplines that work in these hospitals. However, it is logical to assume
that the results of research on the effects of the work environment might
be generalized to healthcare disciplines besides nursing.

Despite the results reported on magnet hospitals, there continues to be
concern about the hospital work environment. In 2002, the Robert Wood
Johnson Foundation published Healthcares Human Crisis: The American
Nursing Shortage. This report used nurse focus groups to explore the effect
of the nursing shortage on the work environment. The report found:

that nurses plan to stay in nursing but have concerns about workloads
and the chaotic work environment, are confused by the financial issues
surrounding healthcare, and feel powerless to change the work environ-
ment. Nurses believe that managers can make a difference in how
nurses perceive their jobs, that the image of nursing is poor due to the
poor work environment, and they see little commitment from nursing
schools and employers for the development of nurses and themselves.!”

One must assume that if other disciplines working in hospitals were inter-
viewed, their responses would be similar to these.

THE HIRING PROCESS

Hospital Employees

Hiring employees in any setting involves entering into an implicit con-
tract with the employee. The legal doctrine underlying contracts is the
common-law “employment at will,” which states that employment is at
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the will of either the employer or the employee and that either party may
terminate employment at any time. An employer’s right to terminate an
employee can be limited by express agreement with the employee through
a contract or a collective bargaining agreement. The major purpose of an
employment contract is to specify legally enforceable agreements; there-
fore, the contract should outline various points of agreement between the
employee and the employer, including the length of time the contract will
remain in effect.!8 (- 191)

Over the years, the rights of employees have been expanded beyond the
“employment at will” concept through federal and state regulations and ju-
dicial decisions based on verbal promises, historical practices of the em-
ployer, and documents such as employee handbooks and administrative
policy and procedure manuals. For example, an employee might not be
considered an “employee at will” if the employee handbook says that a
nonprobationary employee can be discharged after written notice. '8 - 198)
In this circumstance, discharge would require written notice.

Each hospital, typically through its human resources department, de-
velops its own policies and procedures for the employee selection process.
Managers in the functional area of the hospital often will make the final
choice of the employee, matching the candidate’s credentials with those
required by the job description. Other organizations utilize a two-tiered
interview system for screening applicants. In such a system, an appropri-
ately trained member of the human resources department will conduct
the first interview, followed by an interview conducted by the supervisor
of the service to which the applicant is applying.

Before licensed employees begin their assigned jobs, their licenses to
practice must be verified. This confirmation may be done by the human
resources department or through the service in which the employee
works. To protect themselves and reduce the likelihood of nosocomial in-
fections, employees must have certain immunizations, usually defined by
state law, prior to beginning the job function. Criminal background
checks may be required by state law or organization policy (www.jcaho.org).
Documentation of immunizations and/or background checks is typically a
human resources function.

Credentialing of Independent Practitioners

Independent practitioners provide a significant portion of the care offered
in today’s hospitals. Although they are not employees of the organization,
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the administration and governing body share responsibility for the care of
their patients. Physicians are the primary independent practitioners in the
hospital setting, although there are others, such as psychologists, physi-
cian extenders, and social workers. The role of an attending physician in
the hospital environment is to ensure a comprehensive approach to pa-
tient care. At the same time, the hospital governing body bears ultimate
responsibility for ensuring that other criteria are met:

* Medical care is supervised by a physician.

* A covering physician supervises the medical care of patients when
the attending physician is unavailable.

¢ The physician reviews each patient’s plan of care, including medica-
tions and treatments during each visit.

* Progress notes are current, signed, and dated.

* Physician orders are signed and dated.

* Datients are seen by a physician on a regular basis, as outlined by the
organization’s Medical Staff Bylaws.!8 (- 103)

The governing body of the organization is legally responsible for the se-
lection of medical staff members and determination of their ability to
practice in the role they have requested (e.g., family practice physician,
surgeon). The selection process, which should be spelled out in the hospi-
tal’s Medical Staff Bylaws, is known as credentialing. Trustees have a duty
to protect patients from physicians they know (or should know) are un-
qualified to practice medicine, particularly through actions that might re-
sult in the loss of the license to practice medicine. A state license to
practice medicine may be revoked for the following reasons:

* Demonstration of a lack of good moral character
e Deliberate falsification of a medical record

* Intentional fraudulent advertising

* Gross incompetence

¢ Sexual misconduct

¢ Substance abuse

* Performance of unnecessary medical procedures
* Billing for services not performed

e Forged operative record!8 (- 187)

The governing body and the medical staff delegate responsibility to in-
vestigate the application information submitted, including confirmation
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of all references, to a credentialing specialist, typically from the human re-
sources department. The National Practitioner Data Bank (NPDB)
(www.ama-assn.org/ama/pub/category/4543.htm) should be queried re-
garding any negative legal action taken against the applicant. Neglect of
either of these processes may result in the organization being held liable,
if this failure leads to injury of a patient.!8 (- 188) Table 8-5 outlines the

Table 8-5 Documentation Necessary to Screen a Hospital Medical

Staff Applicant

Written Documentation
Provided by the Applicant

Medical school, internship,
residency

Fellowships*

State license to practice
medicine

Board certifications*
Medical societies*

Documentation of malpractice
coverage (usually $1-3 million)

Special skills and talents that
are related to the practice of
medicine

Availability/willingness to
provide on-call coverage as

applicable

Availability/willingness to serve
on appropriate hospital
committees

Medical staff appointments in
other organizations

Disciplinary actions against
applicant in the past
Unexplained gaps in the work
history

Previous limitations or

relinquishment of staff
privileges

Questions That Should Be Asked
During the Screening Process

Are there any unaccounted-for gaps in education
or employment?

Is there any disciplinary action or misconduct
investigation by any state licensure board?

Has the applicant:

* Had the license to practice medicine in any state
denied, limited, suspended, or revoked?

* Withdrawn an application or resigned from any
medical staff to avoid disciplinary action?

* Had any disciplinary proceedings at any
healthcare facility?

* Been named as a defendant in a lawsuit?

* Been named as a defendant in a criminal
proceeding?

* Reviewed medical staff bylaws, rules, and
regulations?

* Been restricted from participating in Medicare
or Medicaid programs?

* Had malpractice insurance coverage
terminated?

* Been denied malpractice insurance coverage?

* Had any settlements and/or judgments against
him or her?

Does the applicant have backup and cross-
coverage?

Does the applicant have any physical or mental
impairment that could affect his or her practice
ability?

*These are not legally acceptable criteria for determining eligibility for appointment.
Source: Pozgar GD. Legal Aspects of Healthcare Administration. Seventh Edition. Gaithers-

burg, MD: Aspen; 1999:194.
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documented information that the credentialing specialist should prepare
for the selection committee to review.

Medical staffs may be considered open or closed. They may accept all
qualified practitioners (open) or they may limit medical staff, either tem-
porarily or permanently (closed). For example, an organization may tem-
porarily stop accepting applications because of an ongoing high inpatient
census beyond available space. Other medical staffs may be permanently
closed, usually related to the mission of the hospital, such as teaching or
research, which requires a specific level of expertise that most practition-
ers do not have.

COMPETENCY VALIDATION AND
PERFORMANCE APPRAISAL

Initial Competency Validation

Caring for patients in a hospital requires a variety of skills, depending on
the scope of practice of the discipline. Healthcare professionals are ac-
countable for practicing according to standards established by their state
practice acts and national professional standards. However, JCAHO stan-
dards require hospitals to document competency on all employees at the
time of hiring and, thereafter, on an annual basis. Most hospitals use
checklists or computerized systems to document that employees (particu-
larly clinical staff) have the necessary competencies required by their job
description. These competencies typically contain a number of skills es-
sential for safe functioning.

Granting Privileges to Independent Practitioners

Independent practitioners also have to demonstrate their competence in
various patient care activities through a process known as privileging. The
governing body must determine whether applicants are qualified to per-
form procedures that are part of the clinical privileges for their area of
practice. Failure to properly screen an applicant’s competence can lead to
liability for injuries suffered by patients.!8 ?- 194 The process for approval
of privileges is spelled out in the Medical Staff Bylaws, and the credential-
ing specialist is responsible for collecting necessary information to allow
the medical staff and governing body to make decisions regarding grant-
ing privileges for specific activities.
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Ongoing Competency Validation

Annual competency validation required for clinical staff by JCAHO and
other accrediting bodies and in-service training specific to the organiza-
tion are often provided by clinical staff working in the human resources
department, in collaboration with managers or educators assigned to spe-
cific clinical units. Some hospitals may hold “Competency Fairs” periodi-
cally throughout the year, as they represent an efficient approach to
document staff competency. Booths may be set up to give employees the
opportunity to demonstrate their competence in all skills that require an-
nual renewal. The employee may be asked to do a self-evaluation of the
skills and then have this assessment validated by a peer, supervisor, and/or
staff development personnel. If the employee is unable to adequately per-
form a skill at the time of the validation, a specific remediation plan

should be developed.

Performance Appraisal

Although competency validation is a part of the hospital employee’s an-
nual evaluation, other components of a performance appraisal must also
be considered. Performance appraisals are designed to monitor work-
related behaviors and stimulate individual growth and development
through the identification of strengths and weaknesses. Marquis and
Huston summarize management research in this area, suggesting that per-
formance appraisals result in increased employee motivation and produc-
tivity if the following factors are in place:

e The employee must believe that the appraisal is based on a stan-
dard to which other employees in the same classification are held
accountable.

* The standard should be clearly communicated to employees at the
time they are hired.

* The employee should have some input into developing the standards
or goals on which his or her performance is judged. This is vital for
professional employees.

* The employee should know in advance what will happen if the ex-
pected performance standards are not met.

* The employee should know in advance how the information to be
used in the evaluation, including sources and their relative weight,
will be obtained.
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* Appraisals tend to be more accurate if a variety of information
sources are used.

* The employee must believe that the person doing the major portion
of the review has actually observed his or her work.

* The performance appraisal is more likely to have a positive outcome
if the appraiser is viewed with trust and professional respect.!”

Most hospitals use performance appraisal forms, which are directly
related to the job description of the employee. For example, if a responsi-
bility of the nurse is to assess the condition of patients and provide appro-
priate nursing care, then the nurse’s ability to perform these activities
should be evaluated annually. Other related behaviors, such as attendance
or collaboration with others, may also be included, as they may affect the
employee’s ability to meet the job expectations.

Performance appraisal forms usually require that the evaluator rate the
employee’s behavior according to a 2- to 5-level scale. Human resources
policies should outline the frequency of the evaluation and the process by
which it is accomplished. They should also detail the mechanisms for de-
veloping a plan to correct any deficiencies identified in the evaluation and
the criteria for termination if the employee consistently does not meet the
performance standard set.

Due Process

Human resources professionals and managers must be sure that due
process is built into the performance appraisal process. Due process is
based on the notion that the process/procedures for evaluation are fair,
and that they allow an opportunity for the employee to present objections
to a negative evaluation. While at-will employees have no property rights
in continued employment, they do have the right to have negative deci-
sions about their performance reviewed. The human resources depart-
ment is usually responsible for developing procedures to provide this

opportunity.

Defamation Liability

Human resources professionals must be aware of the hospital’s liability re-
lated to defamation of character in the performance appraisal process.
Defamation of character may be charged when an employee who has re-
ceived a negative performance appraisal believes that the results have been
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shared with others inappropriately. This offense consists of a false oral or
written communication to a third party that tends to hold a person’s
reputation up to scorn and ridicule in the eyes of a substantial number
of respectable people in the community.!® - 33) Defamation includes
both libel, resulting from the written word, and slander, resulting from
the spoken word. Generally, the person being defamed must prove that
defamation resulted in some damage. However, some statements may be
so defamatory that the victim does not have to prove that the defamation
harmed his or her reputation. Classic examples of this type of defamation
include allegations of serious sexual misconduct, serious criminal misbe-
havior, or affliction with a loathsome disease.!8 (- 33)

Pozgar notes that two defenses to a defamation action are possible:
truth and privilege.'® (- 37) If the claim about a person’s work perfor-
mance can be proved to be true, this is protection against a finding of
defamation. A privileged communication is one that might be defamatory
in other circumstances, but is not defamatory because the person making
the statement has a higher duty to another party. Under these circum-
stances, the person must make the statement in good faith, on the proper
occasion, in the proper manner, and to people who have a legitimate rea-
son to know.!8 (- 37) For example, the evaluator who shares a negative
finding with a supervisor has a duty to the organization to discuss con-
cerns that might prove harmful to patients or the organization as a whole.

Peer Review

Peer review is the method by which the quality of the practice of a health-
care professional (physician, nurse, or other allied health professional) is
evaluated by a group from the same discipline. This process puts assess-
ment of the quality of an individual’s practice in the hands of the profes-
sional group rather than management. Implementation of a peer review
process has the potential for increasing the discipline’s performance and
professional accountability and provides learning experiences for the peer
reviewers as well as those whose practice is reviewed. On the downside, a
peer review process takes a great deal of time and energy to accomplish.
Medical staff members (i.e., physicians, physician extenders, and psy-
chologists) typically have the most formalized peer review process in hos-
pitals. The criteria and procedures for this process should be documented
in the Medical Staff Bylaws. The credentialing specialist typically manages
this process. Other professional groups, if they are employees of the hos-
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pital, may or may not have such processes in place, particularly for rou-
tine annual performance evaluations. If peer review occurs within a disci-
pline, the process is usually managed within the clinical department.

In some disciplines, such as nursing, peer review may be required by
state regulations, such as when the competency of an individual nurse is
questioned or when he or she is asked to do something that the nurse be-
lieves violates professional practice standards. In such circumstances,
nurses may be placed in a situation where they must choose between re-
fusing an employer’s request and risking disciplinary action or agreeing to
the request, which might result in disciplinary action by the Board of
Nurse Examiners (BNE). In states that have peer review laws, nurses are
protected from dismissal and action by the licensing board until a peer re-
view panel evaluates the situation.

THE WORK ENVIRONMENT

Numerous reports have shown that an unsupportive work environment
in hospitals may have a significant influence on the shortage of employ-
ees. A number of strategies have been suggested to create a “provider-
friendly” environment, including changes in organizational structures,
scheduling and staffing, and support of delegation rules required by li-
censing regulations. Each of these strategies supports professional prac-
tice, which most healthcare professionals find appealing in a work
environment.

“Provider-Friendly” Organizational Structures

An organizational structure that supports participation in policymaking
supports professional practice. Clinicians who are involved in patient care
are in the best position to articulate the effects of a policy on patient out-
comes. Not only does such an approach protect patients, but it may also
reduce costs. Ashmos and colleagues measured hospital costs and per-
formance benefits as they related to participation of clinical professionals
and middle managers. Their study found that the more clinical profes-
sionals (in this case, physicians and nurses) were involved in strategic de-
cision making, the more cost and performance benefits were realized.20
Similarly, Erbin-Rosemann and Simms found that hospital nurses who
felt that they had no influence over the work environment were more

likely to experience a decrease in work excitement.?!
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Scheduling and Staffing

Hospitals must be staffed 24 hours a day, 7 days a week. Managed care,
the nursing shortage, and the lack of trained auxiliary personnel make the
establishment of standardized staffing patterns difficult.?? Employees—
particularly clinical staff—are required either to work a variety of shifts or
to be on call in their off-hours. Both practices place a psychosocial burden
on staff. Control of staffing patterns relative to the needs of the patients
under their care—an important marker of professional practice—can re-
duce this burden.

Events within the nursing profession illustrate this point. Documen-
tation of the number of nursing staff needed relative to the number and
acuity of patients on a unit is a major challenge of staffing. In the last 20
years, patient classification systems (also called acuity systems) have been
used to determine the number of nurses needed on a unit at any one time.
Most patient classification systems are factor evaluation tools that use crit-
ical indicators of patient needs to categorize patient information. The re-
sulting classifications suggest the number of staff needed to care for the
patients. The daily workload of a specific unit, known as the workload in-
dex, is determined by the sum of the acuity values for each patient in the
unit. The workload index provides a weighted census that considers the
patients’ nursing care requirements. Acuity systems then typically provide
a staffing framework that addresses hours of care for each unit of work.
These hours are identified as a range, within which the organization de-
termines each unit’s target.??

Patient classification systems, particularly with increased computeriza-
tion and the ability to access the systems online, provide many benefits. In
addition to determining acuity levels and workload for patient care units
or specific clinical populations, they help managers determine how and
where staff spend time; identify trends in patient population, staffing pat-
terns, and workload and care practices; effectively allocate limited re-
sources; and benchmark units to support financial decisions.?

After the trend of hospital downsizing in the 1990s, concerns arose re-
garding the number of patients assigned to each nurse. Organized nursing
believed that the more registered nurses on a nursing unit at any one time,
resulting in a lower patient-to-nurse ratio, the more effective care patients
would receive. However, little empirical evidence was available to support
this claim.
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In 1995, the American Nurses Association commissioned research to
identify common quality indicators associated with registered nurse in-
volvement in patient care. The study identified 42 indicators in three
classes: clinical outcomes (nosocomial infections, decubitus ulcers, post-
operative pneumonia, shock, and urinary tract infections), structure
(number of staff, type of staff, and hours per patient-day), and process
(patient and nurse satisfaction).?4 Using these parameters, several studies,
including one by Blegen and Goode, found that the total hours of care
from all nursing personnel were associated directly with the rates of decu-
biti, patient complaints, and mortality. Further, as the RN proportion rel-
ative to the number of Licensed Practical/Vacational Nurses and
unlicensed assistive personnel increased, adverse outcomes decreased.?®

According to JCAHO, in 1,609 hospital reports of patient death or in-
jury in 2002, low nursing staffing levels were a contributing factor in
24% of the cases.?® Also in 2002, Aiken and colleagues found that pa-
tients who had common surgeries in hospitals with high patient-to-nurse
ratios had as much as a 31% increased chance of dying.?” Each additional
patient in an average hospital nurse’s workload increased the risk of death
in surgical patients by 7%. The same researchers also identified a link be-
tween higher levels of nursing education and patient outcomes in surgical
patients. In hospitals, a 10% increase in the proportion of nurses holding
BSN degrees decreased the risk of patient death and failure to rescue by
5%.%7 These findings made it obvious that having an appropriate number
of educated nurses available for care was a critical factor in delivering
high-quality care.

Two approaches are used to determine the minimum number of
nurses required in any given acute care unit: fixed staffing ratios and es-
tablishment of a hospital-specific written staffing plan. The latter tech-
nique typically uses computerized patient acuity systems as its basis. In
1999, California became the first state to pass comprehensive legislation
requiring minimum patient-to-nurse ratios for RNs and LVNs in acute
care, acute psychiatric, and specialty hospitals. The final version of the
bill did not mandate ratios, however. Instead, the California Department
of Health Services was charged with developing regulations, including
the ratios. These regulations were released in January 2002. After two
years of public comment and revision, they were implemented in
January 2004.28 Table 8-6 outlines the required California patient-nurse
staffing ratios.
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Table 8-6 California Staffing Ratios

Type of Nursing Unit Nurse—Patient Ratio

N

Intensive/critical care
Neonatal intensive care
Operating room
Post-anesthesia recovery
Labor and delivery
Antepartum

Postpartum couples
Postpartum women only
Pediatrics

Emergency room

ICU patient in the ER
Trauma patients in the ER
Step-down initial
Step-down in 2008
Telemetry initial
Telemetry in 2008
Medical/surgical initial
Medical/surgical in 2005
Other specialty care initial

Other specialty care in 2008

44 4 4 4 4444 44 44 a4 a4 a4 4o
< N NV R Y R~ N NS IS N S N e N N R SRR SR

Psychiatric

Source: California Nurses Association. RN Ratios Alert. Available at: www.calnurse.org.

When nursing resource requirements are defined by nursing hours per
patient-day or as nurse-to-patient ratios, the underlying assumption is
that all patients and patient-days are equal. In reality, the need for nursing
care varies significantly among patients and over the length of each pa-
tient’s stay in the hospital. As the intensity of patient care increases and
length of stay decreases, hours per patient-day or the nurse—patient ratio
may not adequately express the resources needed. “Prescribed minimums”
often become the “maximum available,” and the ability to make staffing
changes relative to patient need is lost.

Establishment of a written staffing plan as a means of providing a
structure to quantify needed nursing resources is another approach to as-
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suring adequate staffing. Such a written plan should include the following
critical factors:

* Establishing initial staffing levels that are recalculated at least annu-
ally or as necessary

e Setting staffing levels on a unit-by-unit basis

* Adjusting staffing levels from shift to shift based on the intensity of
patient care

 Using outcomes and nurse-sensitive indicators to evaluate the ade-
quacy of the plan

Written staffing plans should be developed by a hospital advisory com-
mittee composed of registered nurses, a significant portion of whom are
involved in direct patient care at least part of the time. Some states, such
as Kentucky, Virginia, Texas, and Oregon, have codified the need for a

written staffing plan in legislation.?®

Overtime

With the current shortage of health professionals in a hospital, which
must provide care on a 24-hour basis, employees are encouraged and
sometimes required to work overtime. Golden and Jorgensen looked at
the cost of overtime to the general U.S. economy. While overtime helps to
drive a healthy economy, it has some unhealthy associated social costs, es-
pecially if the overtime is involuntary. According to Golden and
Jorgensen, accident rate begins to increase at the ninth hour of continu-
ous work and to double that of the ninth hour after the twelfth hour of
continuous work.? It is estimated that job stress from overwork is re-
sponsible for industry costs of $150 billion per year in absenteeism,
health insurance premiums, diminished productivity, compensations
claims, and direct medical costs.?’

According to the National Sleep Foundation (NSF), a deficit of sleep is
associated with decreased alertness, problems with task completion, prob-
lems with concentration, irritability, and unsafe action and decision mak-
ing. These findings are consistent across studies.?”

The fatigue factor has an effect on the quality of care delivered by
health professionals. Gaba and Howard found that 41% of medical resi-
dents reported a fatigue-related error.! They also noted that being awake

for 24 hours was equivalent to having a blood alcohol level of 0.10%. Jha
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and colleagues reviewed studies related to fatigue, sleepiness, and medical
errors in a variety of medical personnel. Their results suggest that when
adults, who typically require 6 to 10 hours of sleep, get less than 5 hours
of sleep over a 24-hour period, their peak mental abilities decline.’? After
two nights without sleep, cognitive performance can fall to nearly 40% of
baseline. Sleep debt is associated with slower response times, altered mood
and motivation, and reduced morale and initiative.3?

In a 2004 study, nurses were asked to keep log books for a month docu-
menting the number of hours they worked each day, the amount of overtime
they worked, and the errors, including “near-misses,” they made.33 The re-
searchers found that the risk of making an error greatly increased when
nurses had to work shifts that were longer than 12 hours, when they worked
significant overtime hours, or when they worked more than 40 hours per
week. The likelihood of making an error was three times greater when nurses
worked shifts that lasted at least 12.5 hours. Working overtime also increased
the odds of making at least one error, regardless of how long the shift was
originally scheduled.?®> JCAHO has recognized problems associated with
overtime and, in a 2002 white paper on the nursing shortage, stated that
mandatory overtime should be used only in emergency situations.?®

Hospital human resources professionals, along with administrators and
clinical managers, must consider the risks associated with long shifts, over-
time, or scheduling staff to work many days without a break. Despite the
shortage of personnel and the need to provide adequate staffing on each unit,
the research on overtime is clear. To allow—or, worse yet, force—staft to
work long hours is to increase the likelihood of errors in patient care.

Delegation Rules

The practice of a number of hospital healthcare professionals is supported by
employees with less education and training. Some of these employees have li-
censes or other credentials (e.g., licensed practical/vocational nurses, physical
therapy assistants, pharmacy technicians). Others have been prepared
through “on-the-job” training (e.g., unlicensed assistive personnel). For this
support to be helpful, the health professional, the nonprofessional, and those
who develop policies regarding patient care must recognize which activities
can be delegated and which must be done by the licensed provider.

In most cases, the professional practice acts of the various disciplines
determine delegation rules. For example, physicians cannot delegate diag-
nosis or prescribing of medications. A registered nurse may delegate some
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tasks, such as inserting a Foley catheter, but cannot delegate the related as-
sessment. Policies and procedures that support this accountability support
professional practice.

TRAINING AND EDUCATION

Clinical/functional area managers and the human resources department
share the responsibility of providing education and training for hospital
personnel. Human resources representatives are frequently responsible for
staff orientation to the hospital, in which the new employee receives in-
formation about organizational structures, benefits, general policies and
procedures, and safety training. Clinical/functional staff are typically re-
sponsible for determining specific topics to be included in the orientation
for various disciplines, although the staff that actually deliver the clinical
orientation may be employed by the human resources department.

Once new employees have been initially oriented to the hospital, they
are frequently assigned to preceptors who have the same or similar job de-
scriptions and who work in the same area of the hospital. The new em-
ployee and the preceptor work closely together while the employee learns
the expectations and policies/procedures of the new unit. The role of a
preceptor is critical to the successful integration of a new employee.
Recognizing this fact, hospital education departments often spend con-
siderable resources in preparing preceptors to effectively orient new em-
ployees. This role is so important that serving as a preceptor often is
required for managerial promotion or clinical advancement.

Specific educational offerings related to the role of the employee are de-
veloped based on the initiation of a new standard of care or “best practice”
or because quality management data highlight particular educational
needs of staff. These programs are generally developed by specific clinical
staff, although the education staff housed in the human resources depart-
ment may also be involved. Finally, inadequate individual performance
appraisals may cause managers to request that the educational staff work
with employees on remediation plans.

Patient Safety

In 1999, the Institute of Medicine released a report called 7o Err Is
Human: Building a Safer Health System, which documented the high rates
of treatment-associated injury and mortality. The report set a goal of
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reducing fatalities associated with hospital-based care delivery by 50%
within five years.* So began the intensive focus on patient safety in
health care.

Although the target proposed in 70 Err Is Human has not been achieved,
perhaps because of a lack of necessary federal funding,®> the emphasis on
safety continues in hospitals and in governmental and nonprofit agencies.
The Agency for Healthcare Research and Quality (AHRQ) is the lead fed-
eral agency on quality-of-care research; its Web site, www.ahrq.gov, provides
helpful information to hospital staff about patient safety.

Recent studies indicate that an average of 17 years is needed before new
knowledge generated through research is widely incorporated into clinical
practice, and physicians, nurses, and other caregivers report that the deliv-
ery of health care has become so complex that they can no longer devote
the time necessary to assimilate the ever-expanding numbers of clinical
studies and emerging treatment options.3° In response to these concerns,
AHRQ has examined the issues surrounding the adoption of improved
clinical practice. Funding was provided for Stanford University—
University of California at San Francisco Evidence-Based Practice Center to
determine which strategies are more effective than others for introducing
proven treatment methods. A visit to the AHRQ Web site (www.ahrq.gov)
can provide hospital staff with important information about evidence-based
practice designed to safeguard patients.

Reflecting the overall concern about patient safety, JCAHO also has es-
tablished an initiative related to patient safety. Each year, the commission
reviews safety goals for hospitals to use to foster a safer hospital practice.
Table 8-7 outlines the 2005 patient safety goals proposed by JCAHO.2°

AHRQ has also developed a set of quality indicators for hospitals, which
reflect national hospital inpatient data. These data can be used to guide
healthcare policy at the state and national levels. Likewise, they can be used
to compare individual hospital performance with other organizations at
the local, state, or national level. Reports using this approach are available
at the AHRQ Quality Tools Web site (http://www.qualitytools.ahrq.gov).
General questions about the AHRQ quality indicators can be found at
hetp://www.qualityindicators.ahrq.gov/.

Because safety in hospitals depends on the actions of professionals
and nonprofessionals in delivering care, human resources professionals and
clinical managers must be involved in local patient safety initiatives.
Injuries to patients from nursing-caused errors, for example, include
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Table 8-7 JCAHO National Patient Safety Goals, 2005

Improve the accuracy of patient identification

Improve the effectiveness of communication among caregivers
Improve the safety of using medications

Eliminate wrong-site, wrong-patient, and wrong-procedure surgery
Improve the effectiveness of clinical alarm systems

Reduce the risk of healthcare-associated infections

Reduce the risk of patient harm resulting from falls

Reduce the risk of influenza and pneumococcal disease in older adults

Reduce the risk of surgical fires

Source: Joint Commission on the Accreditation of Healthcare Organizations. 2005 Joint
Commission National Patient Safety Goals: Practical Strategies and Helpful Solutions for
Meeting These Goals. Available at: http://www.jcrinc.com/subscribers/patientsafety.
asp?durki=7916&site=22&return=154. Accessed January 9, 2006.

medication errors, knowledge errors, and procedural errors. Rarely
do these errors result from the careless action of a single individual.
Instead, most errors stem from a breakdown in the delivery system, often
related to a fragmentation of care and a lack of communication between
staff. Human resources professionals and clinical managers can do much
to improve care delivery systems through critical analysis of processes and
training of staff. Equally important is avoiding a “culture of blame.”
If staff members are encouraged to report errors so that the underlying
factors can be identified, rather than being blamed or punished for mis-
takes, then they are more likely to report errors and become involved in
finding solutions to systemic problems.

Technology and Patient Safety

Hospital care over the last 25 years has been characterized by the explo-
sion of technology. Today, a particularly important emphasis for technol-
ogy is to support patient safety initiatives. Examples of technology that
provide support for multiple safe communications in a hospital include
the following:

* Bar coding and other patient identifiers that reduce data input errors

* Decision support systems, such as personal data administrators
(PDAs) that highlight adverse events before they happen, including
drug interactions, inappropriate doses, and potential side effects
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* Point-of-care technologies that allow providers to document inter-
ventions at the bedside, thereby streamlining work flow

* Computerized physician order entries that replace easily misinter-
preted written orders®’

Simpson suggests that although technology can facilitate the delivery
of care and support the reduction of errors, most technology initiatives re-
quire four components for implementation

* A system that interacts with other technologies currently used

* A well-defined strategy for implementation

* A process design that remains focused on meeting the mission of the
hospital

* Recognition that the change must be managed3’

Malpractice

Despite efforts to enhance patient safety in the hospital, errors that could
potentially harm a patient will always be a factor in the operation of a hospi-
tal. For this reason, malpractice insurance for the hospital and providers—
particularly physicians—is necessary. An Economic and Budget Issue Brief
from the Congressional Budget Office (CBO) defines malpractice as “the
failure of someone providing professional services to exercise the degree of
skill and learning commonly applied under all the circumstances in the
community by the average prudent reputable member of the profession
with the result of injury, loss, or damage to the recipient of those services or
to those entitled to rely upon them.”?8 The same reference defines negligence
as a violation of a duty to meet an applicable standard of care.?

Pozgar describes three groups that are likely to purchase medical pro-
fessional liability insurance:

* Individuals (physicians, nurses, dentists, and others)

* Healthcare institutions, such as hospitals

* Outpatient facilities and clinics where there are no regular bed or
board facilities®”

Insurance will provide for payment on behalf of the insured if an injury
arises from either (1) malpractice, error, or mistake in rendering or failing
to render professional services or (2) acts or omissions on the part of the
insured. Although injury is not limited to bodily injury or property dam-
age, it must result from malpractice, error, mistake, or failure to perform
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acts that should have been performed. The most common risks covered
by medical professional liability insurance are negligence, assault and bat-
tery due to failure to obtain consent to a medical or surgical procedure, li-
bel and slander, and invasion of privacy for betrayal of professional
confidences.?

The cost of medical malpractice insurance for both physicians and
hospitals continues to rise. For example, the CBO reports that premiums
for physicians’ medical malpractice insurance have climbed since 1999 for
all physicians and, in some cases, insurers are not willing to cover certain
physician groups. Recent analyses suggest that premiums have risen be-
cause insurance companies have faced increased costs to pay claims (from
growth in malpractice awards), reduced income from their investments,
and short-term factors in the insurance markets.33-40 Kolodkin suggests
that insurers are reluctant to insure certain medical specialists, such as
obstetricians/gynecologists, pediatricians, internists, emergency physi-
cians, anesthesiologists, and radiologists.#! Some observers fear that rising
malpractice premiums will cause physicians to stop practicing medicine,
reducing the availability of health care in some parts of the country.4! To
alleviate this problem, some hospitals have begun to assume the physi-
cian’s risk, by paying the insurance premiums.*?

Medical malpractice insurance associations are also being formed in re-
sponse to the malpractice crisis. The purpose of these associations is to
provide coverage for institutions or physicians who are unable to obtain
medical malpractice insurance at a reasonable price in the open market.
Development of these associations was supported by legislation that re-
quired all insurance carriers engaged in writing personal liability insur-
ance within a particular state to provide malpractice coverage through
these associations.?’

Some hospitals have also chosen to pursue self-insurance for their mal-
practice risk. In these circumstances, the hospital sets aside a certain
amount of its own funds as a reserve against malpractice losses and ex-
pense. Generally, the hospital will retain the services of a self-insurance
consulting firm and an actuary to determine the proper level of funding

the institution should maintain.3?

Accountability for Quality of Care

Although licensed professionals are responsible for ensuring that their
own practice meets professional standards, the governing body bears the
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ultimate responsibility for the hospital’s quality of care. From a practical
point of view, this accountability is managed through the work of hospi-
tal committees. JCAHO requires that hospitals monitor, usually through
committees, the following functions: quality management, pharmacy and
therapeutics, safety, infection control, and medical records. Membership
in these committees includes representative physicians and nurses and
other disciplines involved in the particular function. The work of the
committees is typically reported to the executive committee of the med-
ical staff and, ultimately, to the governing body. Some other disciplines in
the hospital, particularly nursing, have discipline-specific committees,
similar to the medical staff, as a means of supporting shared governance
between management and staff.

In the late 1980s, the concept of total quality management (TQM) or
continuous quality improvement (CQI) began to be implemented as a
way to improve processes within the hospital. In this approach to achiev-
ing quality, CQI teams representing staff involved in a particular process
are appointed on an ad hoc basis to solve problems that affect efficiency or
effectiveness. The results of this committee work are also typically re-
ported to the medical executive committee and the hospital’s board of
trustees.

EMPLOYEE RELATIONS

Communication and Interpersonal Relationships

Effective communication among all members of the healthcare team is an
important motivator for employees as well as a factor in ensuring patient
safety. Improving communication between line staff and management
and between physicians and other clinical staff currently seems to be a fo-
cal point for improving the work environment.

Numerous studies point to a flat organizational structure as a means
of ensuring open communication throughout the chain of com-
mand.?0 21> 43. 44 The need for physician support of nurses and other
healthcare disciplines has also been documented.?5 In fact, the 2002
JCAHO report on the nursing shortage indicates that accountability
for retention of nurses falls in part on physicians and states that the hos-
pital administration should have zero tolerance for abusive behaviors by
physicians and other health practitioners toward their colleagues.?® In
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2002, the Robert Wood Johnson Foundation sponsored nursing focus
groups around the country to identify work environment concerns.
Administrators who listened and addressed work environment concerns
and those who provided respect and support that encourages physicians
to treat nurses as colleagues were identified as important to improving the
work environment.!”

The importance of communication is illustrated in Silence Kills: The
Seven Crucial Conversations for Healthcare, a 2005 study by the American
Association of Critical-Care Nurses and VitalSmart.*® Researchers con-
ducted focus groups, interviews, and workplace observations and sur-
veyed more that 17,000 nurses, physicians, clinical care staff, and
administrators in rural, suburban, and urban hospitals throughout the
United States during 2004. A few of their findings are especially notable:

* Eighty-four percent of physicians and 62% of nurses and other clin-
ical care providers have seen co-workers taking shortcuts that could
be dangerous to patients.

* Eighty-eight percent of physicians and 48% of nurses and other
providers work with people who show poor clinical judgment.

 Fewer than 10% of physicians, nurses, and other clinical staff di-
rectly confront their colleagues about their concerns, and one in five
physicians said they had seen harm come to patients as a result.

* The 10% of healthcare workers who raise these crucial concerns with
their colleagues observe better patient outcomes, work harder, are
more satisfied, and are more committed to staying in their job.40

The need for effective communication among healthcare workers in
hospitals is great. Effective communication in “tough” situations leads to
higher job satisfaction and reduces the potential for patient error. One
way to improve such communication is through effective management of
conflict.

Conflict Management

Traditionally, conflict has been viewed negatively as a power struggle, with
the intent to neutralize, injure, or eliminate rivals.#” However, in the 1960s,
authorities began to suggest that properly managed conflict could actually
facilitate organizational growth.*3 Conflict can have positive consequences
if it is recognized and not ignored. Some types of conflicts—particularly
those that deplete time or money resources, damage individuals, make
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cooperation difficult, or divert attention from established goals—are
detrimental. Conversely, conflict that leads to constructive problem solv-
ing and a greater acceptance of change in general may support the growth
and development of an organization.

People react in a variety of ways when faced with a conflict situation.
Five specific strategies—avoiding, accommodating, compromise, compe-
tition, and collaboration—are typically used to manage the demands of
one’s self-interest and the interest of others. To be competent in managing
conflict, a person must be able to effectively use multiple strategies, de-
pending on the situation. Certain strategies may stimulate the use of
other strategies, whereas other strategies tend to be incompatible. For ex-
ample, when one party is unsuccessful in competing, that person may
withdraw. Competition, however, is likely to preclude the use of collabo-
ration.4” Table 8-8 defines the five conflict management strategies.

The negative effects of conflict and poor communication on patient
outcomes have been documented only recently. Most hospitals currently
do not have specific training on constructive conflict management or
strategies to handle difficult conversations. Despite the fact that there is
no one right conflict management strategy to use or way to handle all
conflict, given that circumstances dictate the appropriate approach, the
increased complexity of the healthcare environment speaks to the need for
better staff training in this area.

Table 8-8 Conflict Management Strategies

Strategy Definition

Avoidance (denial, Choosing to do nothing that will enhance one’s own interest;

withdrawal the interest of the opposing party is maximized

Accommodation Playing down differences, so the issues are not dealt with;

(suppression, neither self- nor other-interest is met

smoothing over)

Competition Using power to overcome the other party; the “winner’s”
interest is dominant

Compromise Each side “giving a little” to come to a solution

Collaboration Recognizing the interests of everyone, as a means of solving

the problem so that all parties receive benefit

Source: Adapted from Wilmot W, Hocker J. Interpersonal Conflict. Sixth Edition. Boston:
McGraw-Hill; 2001.
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UNIONIZATION

Few issues in health care are more controversial than unionization of hos-
pital employees, particularly professional staff. The controversy stems not
only from the different perspectives of management and nonmanagement
employees, but also from differences in professional and regional philoso-
phies. These differences can best be managed by first understanding
the legal implications of unionization and the process of collective
bargaining.

Through the mid-1930s, union organizational activity in hospitals was
minimal, and there was relatively slow growth in healthcare-related
unions until the late 1950s. Since that time, however, unions in health
care have grown as the opportunities for union expansion in other in-
dustries have diminished. In general, union activity in health care has
been successful most often in those geographic areas in which unions
have been active in other industries.!8 (P- 441)

O’Keefe describes collective bargaining in hospitals as a process by
which employees have the right to join unions, designate representatives,
and participate in negotiation and bargaining with management on a col-
lective basis.*” Collective bargaining is based on the principle that there is
strength in numbers, with the goal “to equalize power between labor and

management.”4?

The National Labor Relations Acts

The National Labor Relations Act (NLRA) was enacted in 1935 and mod-
ified by the Taft-Hartley amendments of 1947 and the Landrum-Griffin
amendments of 1959. The main focus of this legislation is to define certain
conduct of employers and employees as unfair labor practices and to pro-
vide for hearings when complaints arise that such practices have occurred.
Both employers and employees have certain rights as defined by the legisla-
tion, which are balanced by certain responsibilities.'8 (- 443) (See Table 8-9.)

The National Labor Relations Board (NLRB) is responsible for en-
forcement and administration of the NLRA. It is also responsible for in-
vestigation of claims of unfair practices submitted by the employer or the
employee. The board reviews the claim, determines whether there have
been unfair labor practices, and recommends a solution.!8 (p- 444)

Because patient care may be immediately affected during a labor dispute,
some special problems must be considered during a labor-management
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Table 8-9 Labor and Management Rights in Collective Bargaining
Situations

Management Rights:
Labor Rights: Employees May ... Supervisors May . . .

1. Organize and bargain as a group. 1. Receive notice of a strike at least 10 days

2. Distribute information when before the event.

employees are not at work (i.e., meal- 2. Hire replacement workers.

times and coffee breaks). 3. Keep union activity in a specified area
3. Picket. and time to avoid interference with
4. Strike (employees leaving work as a operations.

group as part of the negotiation). 4. Forbid union activity during work.

5. Mandate that supervisors may not par-
ticipate in activity.

Source: adapted from Pozgar GD. Legal Aspects of Healthcare Administration. Seventh
Edition. Gaithersburg, MD: Aspen; 1999:443-454.

dispute in a hospital. This concern over patient safety resulted in an ex-
emption for healthcare institutions in the original legislation in 1935.
However, a 1974 amendment to the NLRA extended coverage to employ-
ees of nonprofit healthcare institutions that previously had been exempted,
although the legislation designated procedures to limit strikes in healthcare
institutions. These procedures ensure that the needs of the patients will be
met during a strike. For example, a board of inquiry is created within 30
days after notification of either party’s intention to terminate a contract if
the dispute threatens to interrupt health care in the community. The board
then has 15 days during which to investigate and report its findings and
recommendations. Once the report is filed, both parties are expected to

maintain the status quo for an additional 15 days.!8 (- 451)

Impact of Labor—Management Disputes in Hospitals

Hospitals are particularly concerned about the number of bargaining
units that are allowed in any one institution. In 1989, the NLRB pub-
lished rules and regulations that allowed up to eight collective bargaining
units in healthcare organizations, as opposed to the three normally al-
lowed in other types of organizations. Hospital workers may form sepa-
rate bargaining units for physicians, registered nurses, technical
employees, clerical employees, other nonprofessional employees, and se-

curity guards.18 (pp- 444-455)
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Does the Act of Supervision Imply Management?

Many hospital employees for whom the collective bargaining process is
intended are professionals who may have some supervisory responsibili-
ties over less qualified employees. For example, staft registered nurses rou-
tinely delegate duties to unlicensed assistive personnel (UAPs) and
supervise the work delegated. Supervisors are considered management
and therefore cannot be a part of the collective bargaining process.
However, many of these nurses do not hold formal management posi-
tions. To clarify whether these employees are supervisors, the NLRA pro-
vides a three-part test; each part must be met to determine whether a
professional is a line employee or a supervisor. The professional must have
the authority to hire, transfer, suspend, lay off, recall, promote, discharge,
assign, and reward an employee. The judgment of the professional in this
situation must be independent, not routine or clinical, and the decisions
must be made for the benefit and interest of the employer, not the pa-
tient.!8 (PP 444455 Under this definition, nurses who supervise specific
care given by another employee, rather than the general performance of
the employee, are eligible to join a union.

CONCLUSION

The effectiveness of the care delivered in a hospital is directly related to
the competency of the healthcare providers who practice there. The goal
of human resources professionals in hospitals must be to support multiple
providers, so that the care delivered meets the needs of both patients and
caregivers. The AHA report, In Our Hands: How Hospital Leaders Can
Build a Thriving Workforce, states:

Good hospital care is numerous caregivers in a variety of occupations
providing services to patients on an individual, highly personalized ba-
sis. The provision of that care is made possible by workers in many
fields who support the systems and resources that sustain both patients
and caregivers. The work is demanding, but can and should be equally
rewarding, because everyone in the hospital is helping to meet a vital
human and community need.”

Care delivered in acute care hospitals in the future is likely to become
even more complex. The shortage of healthcare professionals needed to
provide this complex care will continue. Human resources professionals
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and management staff must work together in recruitment and retention,

education and training, and assessment of competency to ensure that the

care provided meets national standards. Successful management of these

initiatives should improve the care delivered in all categories of hospitals in

the United States. Fortunately, research suggests ways to insure a “provider-
Y; &g Yy

friendly” work environment that emphasizes patient safety. The future chal-

lenge is to implement such strategies in a cost-effective manner.
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CHAPTER

Human Resources
Management Along the

Continuum of Care
Donna L. Gellatly

VIGNETTE

Another day, another resignation. It seemed that the cycle
would never end. The turnover rate for nurse aides was more
than 100%. Salaries in this inner-city Medicaid-predominant
nursing home could not even keep up with the pay rates offered
by the local fast-food restaurants. Indeed, the restaurants of-
fered better benefits. If it wasn’t the pay rates, the legal rules
and regulations governing long-term care personnel added to
the recruitment and retention problem.

These are but some of the problems affecting the continuum
of care or nursing home industry. After providing an overview of
the nursing home setting, this chapter offers a close-up discus-
sion of the human resources issues related to nursing homes in-
cluding recruitment and selection, retention, compensation,
benefits, training and education, performance evaluation,
unionization, and legal and regulatory issues.
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OVERVIEW OF THE SETTING

The continuum of care includes institutional and community-based ser-
vices outside of the acute care setting. Long-term care institutions are de-
fined as those facilities that have an average patient length of stay of more
than 30 days. Along the continuum of care, a variety of inpatient and out-
patient (ambulatory) services are available to the long-term care patient
that can be utilized individually or in tandem with each other. Services
available on an outpatient basis to assist the patient and his or her family
include the following:

* Adult day care: a daytime program providing nursing care, therapies,
and social services to adult clients for a certain number of hours per
day or per week. Clients return to their homes in the off-hours. The
Medicare program is investigating the possibility of paying for these
services. Demonstration projects are currently under way. Some
states’ Medicaid programs provide reimbursement for these services.

* Home health agency: an organization that provides nursing, therapy,
homemaker, and social services to patients in their own homes.
Patients must be unable to leave their homes safely to visit physician
offices or other healthcare facilities. The Medicare and Medicaid
programs pay for these services.

* Respite care: a temporary service provided either in the home by
home health workers or at an adult day care facility, or sometimes
within an institution, so that the regular caregiver can have some time
off from caring for the patient. The Medicare program pays for these
services, with certain limitations on the number of days of coverage.

As the patient progresses along the continuum of care pathway, there
may come a time when he or she can no longer live alone or be taken care
of by family or friends in a home setting. At that point, the continuum of
care follows an institutionalized path offering these services, usually in the
following order:

* Retirement housing: a residential setting that provides architec-
turally friendly facilities for the elderly or disabled. Some social ac-
tivities and personal care services may be provided. However, nursing
care and rehabilitation services are generally not provided to these
residents. The Medicare and Medicaid programs do not pay for these

services.
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* Assisted living (residential care): a residential setting that provides
activities of daily living personal care services, 24-hour supervision,
scheduled and unscheduled assistance, social activities, and some mi-
nor nursing care services. Some states refer to these types of services
as “sheltered care.” The Medicare and Medicaid programs do not pay
for these services.

* Intermediate care facility: a residential setting that provides daily liv-
ing personal care services, nursing services, and 24-hour supervision.
The Medicare program does not pay for these services. Individual
state Medicaid programs may reimburse for these services.

e Skilled nursing facility: a licensed regulated facility that provides reg-
ular skilled nursing, rehabilitation, and other specialized services to
patients. The Medicare and Medicaid programs pay for these services.

When the patient has been diagnosed as terminally ill, the patient and
his or her family may make the decision to employ hospice services to ease
the dying process.

* Hospice: a cluster of special services for the dying that can be ren-
dered in the home or in a facility. Hospice care provides palliative
management of pain and medical, spiritual, legal, financial, and fam-
ily support services. The Medicare and Medicaid programs pay for

these services.

While some nursing homes specialize only in skilled nursing and
rehabilitation care, many others offer a comprehensive array of services,
including sheltered care, intermediate care, skilled nursing and rehabilita-
tion care, and hospice services. Certain efficiencies can be achieved by
sharing administrative and support services, such as laundry, dietary, busi-
ness office, and plant operations. However, each service would have sepa-
rate and distinct nursing units and assigned nursing and support
personnel. This array of services is beneficial both to the facility and to the
resident. For the facility, it provides a ready source of resident referrals as
the resident transitions within the same facility for more complex care.
The resident stays in the same familiar facility and continues to be able to
maintain contact with fellow residents.

The past decade has seen changes in the traditional delivery of contin-
uum of care services. The average occupancy rate for traditional nursing
home services has declined to approximately 88%.! Nursing homes have
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gone from having an eager waiting list of potential residents to competing
with alternative delivery services for the potential client. Due to limited
commercial insurance coverage, restricted governmental reimbursement
methodologies, climbing per diem costs, perceived poor-quality-of-care
issues, and changing family values, the growth of alternative systems—
such as adult day care, home health care, assisted living services, innova-
tive private care agencies, and companion services—has negatively
affected the utilization of nursing home facilities.

Contrary to common belief, the Medicare program plays a limited role
in long-term care. Medicare Part A pays for long-term care services only
after an initial three-day acute hospital stay, and only for skilled nursing
and skilled rehabilitative services. The major portion of the cost of long-
term care is paid by each state’s Medicaid program. In 2000, the average
client mix was as follows:!

* Medicare: 8.7%
* Medicaid: 67.7%
* Other payers, which are mostly self-pay: 23.7%

Approximately 53% of these patients are 65 years of age or older (the
“elderly”), 44% are of working age, and 3% are children. Besides render-
ing care for the illnesses of aging, the continuum cares for handicapped
patients, victims of traumatic injury, AIDS (acquired immunodeficiency
syndrome) patients, and those suffering from mental illness or mental re-
tardation.? Ninety percent of nursing home residents are elderly. Patients
younger than 65 years of age are usually residents of mental hospitals,
homes for the developmentally disabled, and/or home care or hospice
patients.

The Center for Medicare and Medicaid Services (CMS) collects long-
term care data through its Online Survey, Certification, and Reporting
(OSCAR) system. Its database includes operating statistics, patient demo-
graphic data, and health deficiencies for each facility. State survey agencies
collect and enter the data into this federal database. Unfortunately, data
from different sources are not compatible. For example, OSCAR data
cannot be reconciled with data produced by the National Center for
Health Statistics (NCHS) through its National Nursing Home Survey.
OSCAR data include only Medicare, Medicaid, and combined
Medicare/Medicaid-certified facilities. The National Nursing Home
Survey also includes noncertified private facilities.
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From the 1999 National Nursing Home Survey, published by the
National Center for Health Statistics (NCHS), the following nursing
home data have been released:3

¢ There were 18,000 nursing homes.

* The average number of beds per nursing home was 105.

* The average facility occupancy was 87%.

* The discharge rate was 134 patients per 100 beds.

e The average length of stay for current residents was 892 days.

e Sixty-five percent of residents were admitted from a hospital, 22%
from a private or semiprivate residence, and 5% from another nurs-
ing home.

From the March 2000 OSCAR survey, statistics reflected the following

ownership characteristics:4

* Independently owned: 44.6%

e Multi-facility owned: 55.4%

* For profit: 65.2%

 Nonprofit: 28.3%

* Government owned and operated: 6.5%

The latest available data for home health care are out of date. Although
NCHS statistics are available for 2002, changes in home health reim-
bursement have negatively affected both the number of agencies and the
patient utilization rate. Many of the “mom-and-pop,” privately owned
agencies have been forced to close or sell out to larger for-profit chains, as
“caps” have been placed on the number of visits the Medicare program
will pay for and the amount of reimbursement available for each episode
of care. NCHS data for 2000 reported the following statistics:>

* 1.4 million patients

* 7.2 million discharges

* (9 days average length of service

* Most common primary diagnosis: heart disease (13% of discharges)
* 20,000 agencies (approximate)

Staffing

According to estimates developed by the U.S. Bureau of Labor Statistics
(BLS), more than 3.85 million workers were employed in the nation’s
long-term care delivery system in 2003. Among the nearly 2.2 million
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direct-care workers, 545,690 were professionals (registered nurses and
licensed practical nurses), and 1.65 million were paraprofessionals, de-
fined to include nurse aides (also known as nursing assistants), home
health aides, and personal care workers. The remaining 1.65 million
workers were physicians, therapists, support, and administrative staff.®

Approximately one-third of the long-term workforce is employed by
home-based services. Home healthcare workers for non-hospital-based
agencies are mostly home care aides (49%). The remaining staff is com-
posed of registered nurses (19%), licensed practical nurses (6%), physical
and occupational therapy staff (3%), and other workers (23%).”

Nursing homes are staffed with a mix of professional nurses and
trained aides. Federal studies have suggested minimum staffing ratios to
achieve best care. Indeed, some states mandate minimum staffing ratios.
The issue of minimum staffing issues has been hotly debated, however. In
its “Report to Congress: Appropriateness of Minimum Nurse Staffing
Ratios in Nursing Homes Phase II Final Rf:port,”8 CMS concluded it had
“serious reservations about the reliability of staffing data at the nursing
home level and with the feasibility of staff ratios to improve quality, given
the variety of quality measures used and the perpetual shifting of such
measures.” The report stressed that “related issues of management, tenure,
and training of staff may determine quality, [and] the reality of current
nursing shortages, and operational details, such as the difference between
new nurses and experienced nurses, staff mix, retention and turnover
rates, and staff organization” could also influence quality assessment.?

Effective January 1, 2003, Omnibus Budget Reconciliation Act
(OBRA) regulations required nursing homes to publicly post the number
of nursing staff they have on duty to care for patients on each daily shift.
Licensed and unlicensed staff, including registered nurses, licensed practi-
cal nurses, and nurse aides, must be accounted for. The sign must be at
least 8.5 by 14 inches and printed in a font size large enough to be easily
seen. This sign should be posted in a public area (preferably in the lobby).
The OBRA requirement may open the facility to possible fines or punish-
ment if actual (as posted) staffing does not meet the minimum criteria.
Additionally, if actual staffing does not meet the staffing levels stated on
the sign, the facility may be fined or punished not only for failure to meet
minimum criteria, but also for falsification of records.

The care of nursing home residents falls mainly to certified nurse aides,
also known as certified nursing assistants (CNAs). Under the 1987
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OBRA, which was enacted in 1990, these caregivers must receive at least
75 hours of training and must be certified by a state agency as having re-
ceived such training within four months of employment. They must also
satisfy continuing education requirements. The initial training may be of-
fered through community colleges, in commercial for-profit educational
institutions, or within larger health organizations.

Licensed practical nurses (LPNs) may also be known as licensed voca-
tional nurses (LVNs). These individuals usually have a 9- to 12-month
education period, followed by state licensure. Additionally, they must sat-
isfy continuing education requirements. The initial training is usually of-
fered through community colleges or commercial for-profit educational
institutions.

Registered nurses may be diploma nurses (three years of training) or
have a four-year bachelor of nursing degree. These individuals must be li-
censed in the state in which they practice and must satisfy continuing ed-
ucation requirements. The initial training may be offered through
community colleges and universities or through a facility’s nursing school.
However, it has become increasingly rare for healthcare facilities to oper-
ate their own nursing schools. Many of these schools have closed, and
more facilities now enter into cooperative educational agreements with lo-
cal traditional educational institutions.

Table 9-1 shows the allocation of direct care staff and the average direct
care staff hours per resident-day in a nursing home. Suggested minimum
federal staffing standards recommend 2.00 CNA direct hours per resident-
day, a combined 0.75 direct hour per resident-day for RNs/LPNs, and
0.20 direct hour per resident-day for RNs. However, the preferred mini-
mum levels of staffing are 2.00 CNA direct hours per resident-day, 1.00

Table 9-1 Allocation of Care

Percentage of Care Hours of Care
Type of Care Staff Provided/Day (%) Provided/Day (%)
Certified nurse aide (CNA) 68.8 2.30
Licensed practical nurse (LPN) 21.5 0.72
Registered nurse (RN) 9.7 0.32
Total 100.0 3.34

Source: American Health Care Association. United States Nursing Facilities (OSCAR
Data). 2004. Available at: www.ahca.org. Accessed November 23, 2004.
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combined RN/LPN direct hour, and 0.45 RN direct hour per resident-
day. Unfortunately, most facilities do not meet these standards, with 54%
of facilities falling below suggested minimum federal staffing standards for
CNA:s, 23% for combined RNs/LPNs, and 31% for RN only.9

A 2002 study of three states, released by the U.S. Department of
Health and Human Services, indicates that a resident needs an average
of 4.1 hours of direct care per resident-day: 2.8 hours of nurse aide time
and 1.3 hours from registered nurses or LPNs. Its recommendations
would require nursing homes to have one nurse aide for every five or six
residents from 7:00 A.M. to 11:00 .M. Current staff ratios have one nurse
aide for every 8 to 14 residents.!?

Staffing ratios for home care agencies are based on patient acuity levels
and geographic service area. The average patient load is six to seven pa-
tient visits per calendar-day. Nurses (RN or LPN) typically spend 45 min-
utes to 1 hour with each patient, and up to 2 hours for the first visit.
Nurses who are “high-tech” have a lower caseload, typically three to five
visits per day. High-tech nurses handle total parenteral nutrition (TPN),
IV therapy, or ventilator care patients. These nurses are supported by
therapists (if needed and when a physician order is given), social workers,
and/or home health aides. However, most home health visits are handled
by home health aides.

Various home health agency productivity studies have been conducted
over the years. These studies show an average of 5.0 patients per day, with
RNs’ productivity being slightly lower than those of LPNs and home
health aides.!!

A point often not factored into home health productivity statistics is the
issue of security. In high-crime areas, home health professionals may re-
quire a security guard to accompany them as they make their home visits.
The cost of this security is usually not reimbursable by third-party or pri-
vate payers. However, because these healthcare professionals are in uniform
and may be carrying drugs and syringes, they can be targets for the crimi-
nal element. Public government agencies may have the ability to use com-
munity police officers for this purpose. For private for-profit agencies, the
most common form of security is the privately paid security officer.

RECRUITMENT AND SELECTION

The U.S. Bureau of Labor Statistics has reported that community care fa-
cilities for the elderly and residential care facilities will experience a 55%
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growth in employment between the years 2002 and 2012. In fact, seven
of the ten fastest-growing occupations between 2002 and 2012 are ex-
pected to be medically related. Growth rates for specific occupations dur-
ing this period are 59% for medical assistants, 49% for social and human
service assistants, 49% for home health aides, 47% for medical records
and health information technicians, 46% for physical therapist aides, and
45% for physical therapist assistants. The ten occupations with the largest
job growth for the same period include registered nurses (27%) and nurs-
ing aides, orderlies, and attendants (25%).!?

The hiring and lay-off of healthcare personnel have ebbed and flowed
as reimbursement rates have fluctuated. The economies of many states
have limited increases in Medicaid reimbursement rates. Given that more
than 60% of a long-term facility’s costs are salary related (wages and ben-
efits), these facilities have responded to such financial limitations by uti-
lizing a combination of staff lay-offs and salary freezes. At the same time,
government-mandated staffing minimums and overtime limitations have
created a demand for new workers in the healthcare industry. This de-
mand has been addressed by recruiting new employees or by utilizing
temporary staff agencies. Healthcare providers are caught between having
limited financial resources and being required to provide additional min-
imum staffing levels and specialized workers.

Methods of Recruitment

When a vacancy occurs, many organizations first carry out a search within
the organization to identify possible candidates before turning to various
outside sources. Individuals may be considered for promotion into the
position, for lateral transfer, or, in some rare cases, for demotion.

In long-term care facilities and in healthcare organizations where there
is an ongoing relationship with patients/residents, internal recruitment
may provide positive benefits to the resident because the “known” care-
giver continues with the facility, albeit in another position. This retention
provides a stable continuing environment for the resident, rather than a
frequent turnover of personnel and the appearance of many “new faces.”

It is a common industry practice below the level of management to
post vacancies by advertising them widely throughout the organization.
Job posting provides an internal candidate pool for the advertised posi-
tion. It entails placing an announcement of the vacancy on a bulletin
board or in an “in-house” newsletter. In some cases, however, these meth-
ods may not generate a positive response.
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Well-qualified individuals may fail to apply for consideration because
they may fear reprisal from their current supervisors. With continued
shortages of qualified personnel and high turnover within nurse aide posi-
tions, many supervisors are extremely resistant to supporting promotion
from within, especially if it means that they would lose one of “their” em-
ployees. A supervisor may consider an employee’s inquiry regarding an-
other position as an indirect statement that he or she isn't happy with his
or her current position or with operations of the department. If the appli-
cant does not obtain the new position, he or she would have to remain in
the current position, where the supervisor now knows that the employee
is “looking” for other opportunities.

A low-cost and often effective recruitment approach is to encourage
employees to publicize job vacancies and promote job applications among
family, friends, and colleagues. This “word of mouth” approach is fre-
quently found in the long-term care nursing home industry. A cash bonus
is often paid to employees who recruit new staff, if the new hire remains
with the organization for a specified period of time. Drawbacks to em-
ployee referrals may be the development of cliques within the organiza-
tion, alienation of employees whose referrals do not work out and who
therefore receive no bonuses, and the perpetuation of systematic discrim-
ination as “like tends to refer like.”!3
Numerous external sources of recruiting exist:

* Walk-in and write-in applications

* Classified advertising

* Employment agencies and search firms

* Direct mail

* Career days and conventions

* Open houses

* School liaisons

e U.S. employment service/military outplacement, and government

training programs'4

As most nursing facility nurses are graduates of diploma nursing
schools or community colleges, many home health and nursing facility
organizations work closely with these educational institutions to develop
student in-service clinical programs and internships. By providing clinical
rotations, part-time employment, and scholarships while the student is in
school, these institutions develop a ready source of potential full-time em-
ployment candidates once they graduate from their nursing programs.
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Newspapers have traditionally been the most common method of
healthcare external recruiting. They reach a large number of potential ap-
plicants at a relatively low cost per hire. Newspaper ads are used to recruit
all types of employees, from unskilled to top managerial positions. These
ads range from matter-of-fact information to large ads with illustrations
or slogans and logos designed to attract notice. As more newspapers are
now online, newspaper Web sites also carry classified employment adver-
tising. In addition, such Web sites as www.monster.com and other job-
finding services on the Internet have become popular recruiting methods.

Many larger healthcare organizations and long-term care nursing facil-
ities have also created their own Web sites, which they use to post job
openings and information about their facilities. Some sites even allow for
online application for employment. Multi-facility organizations may pro-
vide a comprehensive list of job openings on their main Web site and di-
rect the Web site visitor to individual facilities for further employment
opportunities and information.

Hodes Research conducted a national survey on the success of nurse re-
cruiting. In order of success, employee referrals, word-of-mouth, student
clinical rotations, and Internet sources were found to be the best methods
of nurse recruiting.!®

Trade publications enable organizations to aim at a more specific group
of potential applicants. Unfortunately, long lead times are required for these
publications, and thus the ads can become outdated. Some healthcare or-
ganizations reserve this recruitment method for administrative positions or
for specialized employees, such as physical therapists or dietitians.

Although organizations may utilize both external and internal sources
of recruitment, they may not always obtain the desired number of appli-
cants. This is especially true in competitive markets for highly skilled
individuals. However, the organization may enhance its recruitment ef-
forts by offering inducements such as relocation assistance by establishing
auxiliary programs such as career development, child care, or spousal
job placement assistance. The national survey undertaken by Hodes
Research!® showed that tuition assistance, paid time off, and student
scholarships were strong enticements in recruiting nurses. Nurse sign-on
bonuses were another draw. The Hodes survey indicated that 59% of
facilities offered referral bonuses and 45% offered sign-on bonuses. !>
Besides increasing the pool of qualified job applicants, these added bene-
fits might increase the probability that once hired, the applicant-
employee will stay.
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Most nursing and healthcare professionals commit to one segment of
the healthcare industry. It is rare for a nurse to jump back and forth be-
tween acute care hospital employment, for example, and alternative
healthcare services such as long-term care or home health services.
Nursing facility nurses usually choose this segment of the industry be-
cause it offers the opportunity to develop long-term nurse—patient rela-
tionships and to have a more regular performance of duties rather than
the “emergency/acute” nature of hospital nursing. As physician services
are limited to periodic monthly visits or assessments, nurses have greater
autonomy in the care of their patients. Any acute change in the patient’s
medical condition usually entails a transfer to the local hospital.

Methods of Staffing

With the downsizing, rightsizing, or reengineering of healthcare delivery
systems in today’s market, alternatives to recruiting new employees have
emerged. Such alternatives may include subcontracting work originally
done by employees, hiring consultants or temporary help, or paying over-
time compensation to existing employees to cover the duties of the va-
cated positions. Some organizations replace full-time employees with a
combination of part-time employees and overtime assignments. This
strategy allows the organization to avoid paying full-time employee bene-
fits, such as vacation/holiday pay, health insurance, and pension benefits,
and, in some cases, enables it to offer a lower rate of pay for the position.
It also allows the flexibility to expand and contract hours as needed.

Most healthcare organizations use outside nursing pool agencies to
cover vacant positions or handle increased resident census. These agencies’
labor rates are expensive—sometimes twice the going pay rate. Addi-
tionally, a substantial amount of time may be required to orient a pool
nurse to the physical facility and the organization’s policies and proce-
dures. Many times, however, the pool nurse may be a long-term agency
employee who has worked in the same facility on many assignments.
Other facilities may organize their own “in-house” nursing pool of indi-
viduals who prefer part-time or as-needed employment.

In all circumstances, care must be taken as to how these pool workers
are classified. Some organizations have classified these temporary workers
as “contractors,” rather than as employees. Employment relationships pre-
sume the organization controls the means by which the individual fulfills
contractual obligations with respect to the result being accomplished. The
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existence of an employment relationship is relevant to the tax and profes-
sional liabilities of both the individual and the organization. Among the
areas affected are federal and state income tax withholding, Social
Security/Medicare taxes, worker’s compensation, unemployment com-
pensation, and immigration matters.

Although an independent contractor relationship presumes the organi-
zation controls the result to be accomplished, it does not confer responsi-
bility for the methods by which the individual exercises professional
judgment in fulfilling contractual obligations. The required absence of
“control” is determined in relation to the nature of the work and the legal
circumstances of both parties. Additionally, the Internal Revenue Service
(IRS) determines the independent contractor status based on the individ-
ual’s liability or the responsibility for business risk. The IRS publishes
form SS-8, “Information for Use in Determining Whether a Worker Is an
Employee for Federal Employment Taxes and Income Tax Withholding,”
to assist in determining employment status.'¢

This issue has become a hot topic for healthcare workers. Home health
agencies had attempted to classify home health nurses and aides as inde-
pendent contractors, as these personnel did not work within a physical fa-
cility, but rather visited individual patients’ homes. However, the courts and
the IRS have ruled that home health workers are employees, as they are as-
signed, controlled, and supervised by home health agency management.

Nurses who work on an irregular basis or on an as-needed basis are
considered to be employees; they are considered to be a part of the facil-
ity’s nursing pool. Again, these persons are assigned, controlled, and su-
pervised by facility management. Nurses obtained from commercial nurse
staff agencies are considered to be employees of the staff agency, not the
nursing facility. They are scheduled and paid by the agency, and their pay-
roll checks have federal and state withholding tax deductions made by the
nursing agency.

Most nursing home facilities contract for other professional functions
and use physical, occupational, and speech therapists and dieticians on a
contractual basis. A facility frequently does not need full-time personnel
to perform these functions. These individuals are considered to be inde-
pendent contractors if they meet the following criteria:

* They have variable compensation arrangements based on time spent
or procedures performed.
* They can directly hire and supervise their own assistants.
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* They work for two or more organizations.

* They can schedule their assignments on a mutually agreeable basis
rather than be told to report to work at a certain time.

* They can show any factors that tend to indicate that the person bears
the business risk of his or her own practice. If the business fails, he or
she is personally responsible for the debts of the business.

Conversely, these individuals would be considered to have employee sta-
tus if they meet these criteria:

* They are paid a fixed salary, are prevented from substituting quali-
fied licensed replacements for themselves, or are prevented from en-
gaging in outside employment.

* They are required to have facility-determined work hours, and their
time is controlled by a facility supervisor.

¢ They are required to follow facility policies, including wearing a fa-
cility name tag or a facility supplied uniform.

* They receive the same rights and privileges as the facility provides to
its own employees, such as vacation, sick leave, holiday pay, pay
raises, or being included in the facility insurance benefits plan.

Many healthcare organizations have established foreign recruitment
programs. The Hodes survey!” indicated that approximately 9% of facili-
ties recruited registered nurses internationally. Recruiters go to such coun-
tries as the Philippines, Ireland, or South Africa to recruit nurses. [As an
aside, an ethical question about the use of this practice is the concern that
rich countries (e.g., the United States) are raiding poorer ones for nursing
talent.] These recruiting trips do not render immediate results. Some
nurses must wait 8 to 12 months for working papers from the U.S.
Immigration and Naturalization Service and will require assistance in
making the transition to the U.S. healthcare system. Since the September
11, 2001, terrorist attacks, stringent immigration policies and procedures
have been enacted that have delayed the approval and entry of foreign na-
tionals into the United States. New immigration laws limit the number of
immigration visas allocated to each country. In the past, the Philippines
and Ireland have exceeded their visa quotas for the year, and no additional
visas have been allocated to them. This has caused problems in obtaining
healthcare personnel from these countries. The 2005 U.S. Congress ap-
proved the transfer of unused visas from other countries (France and
Germany) to be used to supplement the demand for Philippines’ visas.
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For registered nurses to obtain U.S. immigration visas, they must pass
a three-part multiple-choice examination, the Certification for Graduates
of Foreign Nursing Schools (CGFNS), that tests both English proficiency
and nursing knowledge. Most U.S. State Boards of Nursing require this
examination as a condition of licensure for internationally trained RNss.
For nurses for whom English is a second language, the Test of English as a
Foreign Language (TOEFL) may also be required. The U.S. nurse licens-
ing examination, the Nursing Council Licensure Examination (NCLEX),
may be taken only in the United States after the nurse has successfully
passed the CGFNS.!7

The hiring of newly immigrated nurses has presented some problems
for the long-term care industry. Because many of these immigrants are
from Asia and speak English as a second language, communication prob-
lems have resulted with the elderly resident population who are not Asian
and may not have had much interaction with other nationalities or cul-
tures. Language and cultural differences often cause the resident and his
or her family to be fearful regarding “quality of care” and their perceived
or real inability to receive and understand resident progress updates and
communications.

To meet the challenge of the nursing shortage, some facilities are team-
ing up with nursing schools and community colleges to “grow their own”
employees. Facilities provide scholarships to students in certified nursing
assistant (or certified nurse aide) and nursing programs, in return for stu-
dents’” promises to work for the facility once they graduate from the pro-
gram and pass the required licensing examination.

Shortages in the healthcare workforce exist beyond the well-known fact
of nursing shortages. From pharmacists to radiology technicians to service
workers in dietary and housekeeping departments, vacant positions have
become harder to fill and, once hired, employees have become more diffi-

cult to retain.!®

RETENTION

In Medimorphus.com’s “Recruitment Trends within Healthcare Profes-

»19

sions”” survey, which was published December 2000, respondents cited

the following reasons for looking for a new job:

* Low pay (67%)
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e Better work environment (45%)
Better benefits (42%)
Advancement opportunities (38%)
Change of career (28%)

Different location (25%)
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Even with the economic downturn that began in 2002, staffing vacant

positions in hospitals, nursing homes, and home health agencies contin-

ues to be a major problem. Many employees have found that there is “an-

other world” out there. In other words, there are alternative means of

employment in ancillary healthcare-related companies that do not require

mandatory overtime, stress-filled workdays, or professional liability

concerns.

Additionally, the major changes taking place in the healthcare industry
have made nurses reluctant to remain in nursing and have caused
prospective nursing students to make other career choices. Nursing, tra-
ditionally a woman’s profession, has been slow to incorporate men,
while medicine has been successful in recruiting women to fill a large
percentage of medical school classes.?’

Another public rating agency, Fitch Ratings Ltd., has concerns regard-

ing the nursing home industry outlook:

Although Fitch’s industry outlook for the acute care (hospital) sector
and CCRCs (continuing care retirement communities) has improved,
the industry outlook for freestanding nonprofit nursing homes remains
negative due to significant challenges in the industry that will continue
to pressure already weak financial performance. The challenges include
inadequate Medicaid reimbursement; rising insurance, labor, and bene-
fits expense; and increased capital needs. Fitch expects labor expenses to
increase at a higher than inflationary rate due to the nationwide nursing
shortage and the difficulty in recruiting and retaining staff. Turnover
rates are extremely high in this field, especially for certified nursing as-
sistants and licensed practical nurses.?!

Low-paid support workers in dietary and housekeeping positions have

found that they can earn just as much in the fast-food industry, with bet-

ter benefits and opportunities for advancement. Clerical, billing, and col-

lections personnel have found better-paying jobs in the insurance

industry, again with better benefits.
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Nursing Shortage

The American Association of Colleges of Nursing has identified several
concerns regarding the future of nursing care in the United States:

* The number of first-time U.S.-educated nursing school graduates
who sat for the NCLEX-RN examination decreased by 20% from
1995 t0 2003.22

* The shortage of nursing school faculty is restricting nursing program
enrollments. More than 16,000 qualified applicants were turned
away in 2003 due to insufficient faculty, clinical sites, classroom
space, clinical preceptors, and budget constraints.?3

* The average age of the RN is climbing. According to a July 2001 re-
port released by the U.S. Government Accounting Office, Nursing
Workforce: Emerging Nurse Shortages Due to Multiple Factors, 40% of
all RN's will be older than age 50 by the year 2010.%4

¢ The changing demographics signal a need for more nurses to care for
an aging population.?4

* The high nurse turnover and vacancy rates are affecting access to
health care.

 The impact of nurse staffing on patient care includes a direct cor-
relation between number of staff, healthcare quality, and clinical

outcomes.25

Vacancy rates of staff nurses at nursing homes, which average approxi-
mately 19%, are higher than in hospitals. With limited financial resources
and flexibility, nursing homes are at a significant disadvantage when com-
peting for nurses, who are in high demand by other healthcare providers

that can offer better salaries in a more favorable environment.2°

A crucial study, “Results of the 2002 AHCA Survey of Nursing Staff
Vacancy and Turnover in Nursing Homes,” prepared by the American
Health Care Association, was released February 12, 2003.%7 According to
this study, vacancy and turnover rates vary from state to state and from ur-
ban to rural facilities. The largest number of vacancies and highest
turnover rates are found in urban facilities. This can be attributed to both
the volume of residents/patients and health professionals’ ability to easily
find alternative employment with other healthcare facilities or with alter-
native delivery systems.
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National vacancy and turnover rates in nursing homes for 2002 are
shown in Table 9-2. Although the vacancy rate for certified nurse aides
was 8.5%, the turnover factor has caused great recruiting problems in
nursing homes throughout the United States. These positions provide
most of the direct hands-on nursing care in these facilities. Facilities in the
South and Southwest regions of the United States reported the greatest
problems in vacancies and turnover. This trend may be attributable to the
population growth in these states, as well as the shifting population, as the
aging population retires to the states with more temperate climates. In
Arizona, the number of retired “snow birds” who temporarily relocate to
the state for the winter months has caused swings in the demand for
healthcare services during the December through April period.

A combination of industry and government efforts has focused on the
nurse shortage problem. The federal Nurse Reinvestment Act of 2002 pro-
vided for the expansion of loan repayment programs to include healthcare
facilities, whereby nursing students can work to meet their loan obliga-
tions. It also funded recruitment programs and provided scholarships, ca-
reer ladder programs, and nurse mentoring programs. Individual states and
local governments have developed programs to address the specific nurse
shortage problems in their geographic areas.

Media campaigns are being used by the healthcare industry to encout-
age young people to “join the nursing profession.” For example, Johnson
& Johnson underwrote a national “Campaign for Nursing’s Future” to
promote careers in nursing.

Table 9-2 National Vacancy and Turnover Rate in Nursing Homes

Position Vacancy Rate (%) Turnover Rate (%)
Director of nursing 4.8 49.7
Administrative RN 8.1 35.5
Staff registered nurse 15.0 48.9
Licensed practical nurse 13.2 48.9
Certified nurse aide 8.5 71.1

Source: American Health Care Association. The 2002 AHCA Nursing Position Vacancy
and Turnover Survey. 2002. Available at: www.ahca.org. Accessed December 4, 2004.
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COMPENSATION

“In 2003, the median hourly wages for paraprofessional direct-care work-
ers was $9.20, compared with median wages of $13.53 for all U.S. work-
ers. According to the Health Resources and Services Administration, 20%
to 30% of paraprofessional direct-care workers are employed on a part-
time basis, and one-fifth of all paraprofessional direct-care workers earn
incomes below the poverty level.”?® These workers make up 75% of the
direct-care workforce and 43% of the entire workforce in long-term care
settings. According to the U.S. Bureau of Labor Statistics, 90% of these
workers are women with an average age of 39. One-quarter to nearly one-
third are unmarried and living with children.?” Table 9-3 shows salary
data for these direct-care workers.

Hospitals are strong competitors for nursing personnel. They usually
pay higher hourly wages and offer better and more comprehensive bene-
fits. Earnings data collected for 2003 reported the median hourly earnings
of nursing aides, orderlies, and attendants to be $10.27 per hour. Pay rates
ranged from a low of $6.98 per hour to a high of $11.39 per hour in
2002.%

Median hourly earnings of home health aides were $9.08 in 2003. Pay
rates ranged from a low of $6.56 per hour to a high of $10.37 per hour in
2002.%

Similar statistics can be found for registered nurses and licensed practi-
cal nurses. However, with the shortage of professional registered and

Table 9-3 Median Hourly and Mean Annual Wages of Direct-Care
Workers

Median Hourly Mean Annual
Occupation Wages Wages
Registered nurses $23.82 $51,230
Licensed practical and vocational nurses $15.57 $33,210
Nursing aides, orderlies, and attendants $8.77 $21,050
Home health aides $9.22 $19,180
Personal and home care aides $7.91 $17,020

Source: U.S. Department of Labor, Bureau of Labor Statistics, Occupational Employ-
ment Statistics (OES) Survey. May 2003.
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licensed practical nurses, the gap between acute facility and long-term
care facility nursing wages has been shrinking.?”

New overtime legislation enacted in 2004 further defined which work-
ers are exempt from overtime pay. “Fact Sheet 17N: Nurses and the Part
541 Exemptions under the Fair Labor Standards Act (FLSA)”3° addressed
the issue of exempting healthcare personnel from overtime standards. To
qualify for exemption, employees must meet certain tests regarding their
job duties and be paid on a salary basis at not less than $455 per week
($21,100 per annum).

“Licensed practical nurses and other similar healthcare employees gen-
erally do not qualify as exempt learned professionals regardless of work ex-
perience and training, because possession of a specialized advanced
academic degree is not a standard prerequisite for entry into such occupa-
tions.”3? Registered nurses may be deemed to be “learned professionals,”
as their work requires advanced knowledge in a field of science or learn-
ing, and is acquired by a prolonged course of specialized intellectual
instruction.

However, this new legislation does not require registered nurses not to
be paid overtime. Indeed, a healthcare facility that attempts to eliminate
overtime pay for registered nurses may find it faces mass resignations as
these individuals move to other facilities that continue to offer overtime
pay. Additionally, overtime provisions in current union contracts can con-
tinue to be enforced.

All time actually worked counts toward overtime, even if the work is
performed before or after the regular shift. Examples of such work include
the following activities:

* Preparation for work, such as setting up equipment

* Changing clothes or wash-ups, if required or necessary
* Caring for equipment such as computers or tools

* Time spent on required training

Fast-food chains can offer competitive entry-level wages and, in many
cases, better benefits to food service workers and housekeepers. A White
Castle restaurant in suburban Chicago, for example, is currently offering
$7.50 per hour to start, with a salary increase after 90 days of employ-
ment (2004).

Compensation surveys may be found in professional journals or be
undertaken by professional associations. Precise surveys may be conducted



COMPENSATION 245

by facility human resources management personnel or by the use of
consultants who will collect and analyze data for the facility. Several Web
sites also offer access to current salary information, including www.
careerjournal.com, www.payscale.com, www.salary.com, and www.
salaryexpert. com.

To determine the appropriate rate of pay, other factors besides average
industry pay rate per job class must be considered: the prevailing wage
rates in both the healthcare industry and in other industries that compete
for the same employee; the power of the union in negotiating pay rates;
the level of required productivity and stress, as compared to other facili-
ties; government constraints; and labor market conditions. In general,
hospitals have better pay rates and benefits than long-term care facilities
and organizations. Some inner-city facilities already suffering financial
difficulties have found they must pay premium hourly rates to entice
workers to come into their geographic areas.

The Bureau of Labor Statistics reports that demand for health service
managers is expected to grow faster than the average for all occupations
through the year 2008.12 Due to the aging of the U.S. population and the
shift of some healthcare services out of hospitals, the demand is likely to
be greater for managers who work in long-term care settings, physician
practices, and other alternative delivery systems. The term “health services
manager” is generic: “It may refer to persons who work in community
outreach, marketing, finance, human resources, or general management.
They may manage clinical areas, such as nursing, therapy, or surgery, or
work in non-health departments, such as information management
or dietary.”1?

Salaries in this field vary widely. Nursing home administrators may
earn from $55,000 to $100,000 per annum, which is substantially less
than what one can earn in a similar position within a hospital. Ultimately,
all salary rates are determined by the individual’s education, experience,
certification status, and the size of the facility. Executive compensation in
for-profit nursing home chains may be substantially higher when the po-
sition is at the corporate level, as is compensation in a privately owned fa-
cility in which the chief executive officer is also the owner or an investor.
Additionally, managers in for-profit facilities may have profit-sharing
bonuses, stock options, and deferred compensation arrangements that in-
crease their overall compensation packages.
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BENEFITS

Employee benefits are additional compensation above and beyond the
hourly wage rate or annual salary. Some benefits may be tax-free; others
are taxable to the employee. In terms of benefits offered, all employees are
not created equal. There may be different employee benefits packages for
full-time employees versus part-time employees, and different employee
benefits packages for hourly workers versus professional employees. In ad-
dition, different benefits packages may be provided to hourly workers
based on union—employer wage and benefits agreements.

Unfortunately, besides lower base compensation, long-term care facil-
ity workers tend to have less generous benefits packages. This is again at-
tributable to the financial constraints that these facilities now face due to
restricted Medicare and Medicaid reimbursement policies. While acute
care facilities (hospitals) can still rely on commercial insurance and man-
aged care contracts to subsidize the low government reimbursement rates,
nursing homes, in particular, have few nongovernmental reimbursement
residents. Currently, there is a move to encourage the purchase of private
long-term care insurance policies that may prove financially beneficial to
nursing homes, as these policies could supply increased average daily re-
imbursement above those rates paid by government payers. However,
these policies are expensive, and many of them have preexisting condi-
tions clauses and maximum payment amounts.

Employee benefits may provide several advantages to the employer and
the employee. Time-off benefits may reduce fatigue and job burnout.
They may discourage labor unrest by making total compensation pack-
ages comparable to those of other organizations and industries. Benefits
plans may also aid in recruitment and retention of employees.

In general, benefits can be grouped into several categories: legally re-
quired, insurance related, retirement related, payment for time not
worked, and other benefits. The costs of these benefits are a major ex-
pense for healthcare institutions. Many hospitals’ benefits programs cost
18-20% of direct wage and salary expense. Long-term care facilities’
benefits programs may cost 15-18% of direct wage and salary expense,
as their benefits packages are usually less extensive than those offered by
hospitals.

To compare compensation packages between facilities, one must con-
sider more than the direct salary expense. While an employment candi-
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date may be offered a salary of $40,000 at both facilities, one facility may
have a better total compensation package (a combination of salary and
benefits expenses) than the other facility. Even if one facility offers a lower
salary, it may have a better total compensation package overall. Govern-
ment healthcare facilities, in particular, may offer lower salaries but pro-
vide greater employee benefits, including more vacation, more holiday
pay, better pension benefits, and greater sick leave benefits.

These days, medical benefits, life insurance, and retirement plans are
expected employee benefits. For healthcare facilities looking to recruit
and retain employees, however, these benefits may not be enough. To
maintain a competitive edge, facilities are beginning to offer benefits tai-
lored to each employee. To single, childless employees, medical benefits
may not seem as important as vacation time, flexible scheduling, or tu-
ition reimbursement. Married employees or those who have children may
place greater importance on benefits that offer security to their families,
such as long-term disability benefits and health insurance. Dual-working
couples may wish to coordinate benefits packages to avoid duplicate med-
ical coverage; if one parent carries family medical insurance coverage, the
other working parent might not need medical coverage as an employee
benefit. As workers approach retirement age, early retirement options and
supplemental retirement benefits may become important benefits.

Some healthcare facilities have instituted nurse staff scheduling pro-
grams that allow direct-care workers to work ten-hour workdays over a
four-day period. An employee—employer work agreement allows the em-
ployer not to pay overtime for the additional two hours per day. Such a
schedule allows the employee to have three days per week off. Some em-
ployees may use the additional days off to “moonlight” at other healthcare
facilities or to attend daytime college courses.

Because most healthcare facilities are 24/7 employers, flexible schedul-
ing allows a facility to maintain minimum or mandated staffing coverage.
Many facilities have found that employee productivity and morale go up
when employees can work the hours best suited to them, and allow em-
ployees to bid for their desired shifts. Some employees may actually prefer
to work the third shift or weekend shift for a variety of reasons, including
childcare issues, continuing education course schedules, or simply being a
natural “night owl.”

Job sharing may also be a desirable benefit. As the healthcare industry
is predominantly female, working mothers (or others) may be allowed to
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“share” a full-time job and receive pro rata benefits of the full-time em-
ployee. For example, the chief executive officers at Advocate Christ
Hospital Medical Center in Oak Lawn, Illinois, shared this key adminis-
trative job.

Nursing home and home health employees may consider the “slower
pace” of alternative care to be a quality-of-life benefit. Rather than face
the intense pressures of medical and surgical procedures in taking care of
an acute hospital patient, these employees may have the opportunity to
develop long-term relationships with their patients and patients” families.
However, with the growing shortages of personnel, required overtime,
and increased resident workload to care for these long-term patients, most
nursing home and home health employees currently may not agree with
this statement.

Mandated Benefits

Legally mandated employee benefits include Social Security, Medicare in-
surance, unemployment, and worker’s compensation. Some long-time
governmental and nonprofit organization employees are covered under
“private” retirement plans. Therefore, employers and employees do not
pay into the federal system; instead, payments are made into a private re-
tirement fund. This does not automatically eliminate these employees
from receiving Social Security benefits upon retirement. If these employ-
ees have worked under the Social Security system with other employers
(for a total of 40 calendar-quarters), they may also collect Social Security
payments from the federal government. Each person must review his or
her own private retirement plan. There may be a “coordination of bene-
fits” requirement that reduces private retirement pension payments when
the person also collects Social Security. Medicare insurance tax payments
would still be deducted from new employees’ paychecks.

Healthcare employers may purchase commercial worker’s compensa-
tion insurance policies or participate in group self-insurance plans offered
by healthcare organizations, such as the Metropolitan Healthcare Council
of Chicago. The cost of each worker’s compensation claim, plus an ad-
ministrative fee, is charged to the facility as the Council processes and
pays claims. Each state has its own unique worker’s compensation laws
that apply to all companies and organizations within the state. Payments
to employees cover the loss of income and reimburse or cover medical
expenses.
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Healthcare employers may participate in the administrative unemploy-
ment management program provided by organizations such as the
Metropolitan Healthcare Council of Chicago, or they may use the State
Unemployment Department process to pay unemployment claims.
Former employees are eligible to receive unemployment payments only if
they meet two criteria: they lost their jobs through no fault of their own
and they are seeking other full-time jobs.

Unemployment compensation is usually available for only a certain
number of weeks (currently a maximum of 26 weeks). During certain re-
cessionary periods, this period may be increased in increments of 13
weeks. With the nursing and personnel shortages within the healthcare
industry, states’ unemployment departments usually have few healthcare
industry-related claims; if they do, the claims period is usually relatively
short in duration.

Retirement-Related Benefits

Contrary to popular opinion, an employer is not required to offer a re-
tirement pension plan. In addition, part-time employees may not be eligi-
ble for retirement pension coverage if they work less than an average of a
certain number of hours per pay period or per year. Unless the long-term
care worker is employed by a multi-facility chain or a governmental facil-
ity, in most cases the employer does not offer an employer-paid retirement
plan. If a retirement plan is offered, it is usually funded by employee con-
tributions into a 401(k) plan or its equivalent.

Insurance Benefits

Besides medical coverage, other insurance benefits may include dental, vi-
sion, or mental health coverage; long-term disability payments; life insur-
ance; and legal insurance. Medical services may be offered by the
healthcare institution through an employee health services program.
However, many healthcare employees prefer to have their own medical
care provided by a third party to protect their privacy.

Payment for Time Not Worked

No federal or state regulations require employers to offer vacation, sick, or
holiday pay. However, laws do regulate employer payments for days off
for jury duty or military reserve duty. Additionally, state requirements
may govern rest periods (breaks) and lunch periods.



250 CHAPTER 9 HR MANAGEMENT ALONG THE CONTINUUM OF CARE

The employer may impose restrictions regarding the use of vacation
time, including time limitations (“use it or lose it”) before the end of the
year, maximum accrual of unpaid vacation time, or certain minimum use
of vacation time, such as in full-workday periods. Although many health-
care institutions have stated vacation policies, flexibility for both the facil-
ity and its employees has generally been incorporated into these plans to
accommodate needed personnel requirements for patient census loads
and for special projects, such as JCAHO survey visits. In most states, ac-
crued vacation benefits are a legal right. When the employee leaves the or-
ganization, he or she will receive payment for any unused vacation time.
This is called a “vested” benefit.

Sick pay is compensation paid to the employee for time not worked
due to employee illness. Some employers may also allow employees to be
paid for time not worked due to family member illness. Restrictions may
apply to the use of sick time, including maximum accrual of unpaid sick
leave or certain minimum use of sick time, as in full-workday periods. In
the healthcare industry, some organizations may also allow for the “vest-
ing” of accrued sick leave. When an employee terminates employment,
he or she may receive a portion of the accrued sick leave benefit as addi-
tional compensation (e.g., 50%) or, in some cases, 100% reimbursement
of accrued sick leave benefits. Smaller organizations, such as nursing
homes and physician practices, usually do not pay for any unused sick
benefits.

Although vested sick pay is a great benefit for employees, it may have
disadvantages for the employer. Among these disadvantages is the pay-
ment, at current wage rates, for prior earned benefits, and employees who
attempt to accrue as many sick days as possible. If the employee comes to
work when he or she is sick so as to maintain the benefit for future use or
for additional termination compensation, then the employer has a sick
employee who may infect others and may not be especially productive.

Some healthcare organizations have unique vested sick pay programs.
After “banking” a certain number of sick days, the employee receives pay-
ment for additional accrued unused sick pay on a periodic basis, such as
every six months or annually.

Other Benefits

An organization may offer its employees a multitude of additional bene-
fits. Among these employer-paid benefits may be educational assistance,
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financial services (discounts or free care), credit unions, and stock pur-
chase programs or stock options for for-profit organizations.

Healthcare employees frequently receive reduced-charge or free cafete-
ria meals, free or reduced-charge parking, use of recreational or exercise
facilities, and childcare or adult-care services. Well-care programs are rela-
tively new benefits. They include free care and sponsored employer pro-
grams to encourage employee wellness, including paying for fitness
facility membership dues and fees, stop-smoking and obesity programs,
and “eat right” dietary classes, which are frequently located in the facility’s
site.

TRAINING AND EDUCATION

Initial training is the orientation of the employee to the organization, work
unit, and job. There are two levels of orientation: overall organization ori-
entation, which is usually performed by the human resources management
department, and individual department and job orientation, which is usu-
ally performed by the department manager or supervisor.

Direct patient care personnel attend one- to three-week orientation
classes before being permanently assigned to a nursing unit. During this
period, through a combination of in-class and on-floor sessions, newly
hired personnel are instructed on charting procedures (writing in the pa-
tient’s medical chart), patient transfer policies and techniques (e.g., trans-
fer from bed to chair or commode), medical care techniques (e.g., starting
and monitoring IV solutions), and institution-specific patient policies and
procedures.

Corporate orientation includes an overview of the healthcare facility,
discussion of key policies and procedures, compensation/performance re-
view schedules, fringe benefits, safety and accident prevention programs,
employee and union relations, and a tour of the facility. It may also in-
clude a discussion of the current healthcare delivery system and its impact
on this particular facility.

An orientation kit should include a map of the facility, an organiza-
tional chart showing the reporting structure of the organization, a policy
and procedure manual and an employee handbook, a pay and holiday cal-
endar, a sample performance appraisal form, required payroll forms, a
current newsletter, copies of the insurance plan and other benefits pro-
grams, and a list of telephone numbers.
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During general department orientation, the manager or designated
person should discuss department duties and functions, specific job du-
ties and responsibilities of the new employee, and department-specific
policies, procedures, rules, and regulations. In addition, he or she should
give a tour of the department and provide an introduction to department
employees. A copy of the employee’s job description should be given to
the new employee.

Employee handbooks can be great tools for managers and human re-
sources personnel. The employee handbook is the most efficient and con-
sistent way to convey to all employees the policies and rules of the
organization. Easy-to-read handbooks spell out compensation and bene-
fits policies, the handling of health and medical issues, standards of con-
duct, federal and state laws and resulting antidiscrimination and
nonharassment policies, and disciplinary procedures.

In a landmark decision issued on January 30, 1987 (Duldulao vs. St. Mary
of Nazareth Hospital Center), the Illinois Supreme Court ruled that an em-
ployee handbook could amount to a binding contract with employees.
Therefore, handbooks should be carefully worded to adequately describe the
facility’s policies and procedures. Handbooks must be reviewed frequently
and updated as needed to reflect current policies. Any changes or amend-
ments must be transmitted to all employees. Employers may prominently
display disclaimers that the handbook is not intended to be a contract and
that it does not alter the “employment at will” status. Also, a statement
should be included that policies can be changed without notice, subject to
the provisions of union contracts, if applicable. Each employee should sign a
form acknowledging receipt of the initial employee handbook, and this
signed form should be retained in the employee’s personnel file.

Training is a learning process that involves the acquisition of skills,
concepts, rules, or attitudes to increase the performance of employees.
Training must be directed toward the accomplishment of some organiza-
tional objectives, such as more efficient production methods, improved
quality of services, or reduced operating costs. Training needs may be de-
termined by the following techniques:

* Reviewing resident/patient and family complaints

* Reviewing state inspection surveys and JCAHO recommendations

* Reviewing incident reports that indicate problems in patient care or
violations of policies and procedures
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* Interviewing supervisors and managers

* Designing and conducting a questionnaire survey for both supervi-
sors and employees

* Analyzing personnel files and conducting a personnel inventory of
skills

* Reviewing management requests

* Observing on-the-job behavior

* Analyzing results of tests

* Reviewing results of consultants’ reports

* Reviewing quality-control standards and results outside of established
parameters (e.g., a higher rate of patient infections or bed sores)

In May 2004, USA Today published a special week-long series on the
state of nursing homes and assisted living facilities. An analysis of state in-
spections showed that low pay and high turnover contributed to staffing
and training problems. Of the 5,305 facilities’ inspection reports reviewed
by the newspaper, 28% had training violations. “More than one in four
was cited at least once for training violations, such as failing to ensure that
staffers had adequate instruction in first aid, emergency procedures, or
patient rights.”!

Most states have online databases that list monthly nursing home vio-
lations. Type “A” violations—the most serious licensure violations—are
listed by facility and by type of violation. For example, the State of Illinois
Department of Public Health releases a Nursing Home Violation Report
for each month at www.idph.state.il.us/public/press. Details of the viola-
tions can be found in the link “Statement of Violation.” According to the
July 2005 news release, an example of a Type “A” violation states

, 2 106-bed intermediate care facility located at ______in

, has been fined $5,000 (Statement of Violation) for failure to
prevent a resident from leaving the facility unnoticed. Staff were un-
aware of the resident’s disappearance until notified by a local hospital
that she was wandering around the emergency department. The facility
has not yet requested a hearing, but is still within the allotted time to

do so.

These Type “A” violations require that the facility submit a plan of correc-
tion to the state. They should also form the basis of corrective training
programs, as well as revised policies and procedures, and be used in em-
ployee personnel evaluations.
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Specific areas to be covered in employee training and education in
nursing facilities and home health agencies should include abuse and ne-
glect; advance directives; confidentiality and privacy; infection control;
medication errors; pain management; patient and employee safety, in-
cluding transferring procedures; and handling special needs and behaviors
of specific patient age-groups and populations served. In particular, home
health workers should be trained to observe signs of possible patient ne-
glect or abuse, home safety problems or violations, and resident—family
interactions and relationships while performing their visit duties.

Training may include such methods as on-the-job training, job rota-
tion, apprenticeship training, and on-site and off-site classroom training.
Common training techniques in the healthcare industry for direct-care
workers include lecture, video presentation, and role-playing. Because
these facilities operate around the clock, training must be undertaken on
each of the three work shifts and include weekend and as-needed person-
nel. Evaluating the success of these techniques includes reviewing the
reaction of the employees to the training exercises, using feedback tech-
niques and/or behavior or results improvement. A review of the quantity
and severity of Type “A” violations should be undertaken pre- and post-
training to ascertain the success of the training process in reducing the
number and severity of the cited problems.

All employees should be evaluated and assessed for advancement po-
tential. Additionally, employees should be evaluated for employee obso-
lescence—that is, when an employee no longer possesses the knowledge
or abilities to perform the functions successfully. As the healthcare indus-
try is constantly changing thanks to the development of new medical
technology and new government regulations, employees should receive
additional training to develop the skills needed to meet these emerging
challenges. New procedures in patient lifting and transfer, insertion of IV
lines, and changes in acceptable vital signs (blood pressure and blood
sugar) require additional training.

Mentoring involves a relationship with an experienced, usually older
person who coaches, supports, guides, and helps a protégé, usually in the
same line of work.32 The mentor may be an immediate superior, a profes-
sor, or someone with extensive experience in the field. The American
College of Healthcare Executives’ (ACHE) professional policy statement
states that “healthcare executives have a professional obligation to mentor
both those entering the field as well as mid-careerists preparing to lead the
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healthcare system of tomorrow.”3? Besides working with facility employ-
ees, mentoring includes working with students who are pursuing health-
care management careers by lecturing classes and providing meaningful
practicum or residency opportunities. Many for-profit long-term care fa-
cilities have established one-year residency programs for newly hired ad-
ministrative employees. Working under a licensed administrator, the
employee is rotated throughout the departments of the facility. Once the
residency program is successfully completed, many of these employees be-
come administrators of their “own” facilities.

Continuing education may be mandated to maintain certification or
licensure, to maintain or enhance professional and technical skills, or to
foster personal growth and development of employees. In most healthcare
facilities, nurse education departments provide in-house continuing edu-
cation in new techniques or review existing care and reinforce current
nursing procedures.

Continuing education can be expensive. Given the limited financial re-
sources available to nursing facilities and home health agencies, most con-
tinuing education for these nurses and paraprofessionals takes place
in-house. Many long-term care professional associations and JCAHO
have continuing education and training packages that facilities may use to
develop their own in-house programs. Education in these facilities stresses
such currently hot issues as confidentiality and privacy (HIPAA), infec-
tion control, medication errors, pain management, patient safety, and re-
straints and seclusion policies.

In allocating limited training/education resources, one may consider
the level of the position; allow registration on a first-come, first-served ba-
sis; or limit off-site education to a maximum dollar reimbursement per
annum. Off-site academic education may be subject to such limitations as
after-the-fact reimbursement based on a minimum course grade, reim-
bursement for only job-related courses, attendance at an accredited pro-
gram, or seeking an approved degree that supports the employee’s current
position. Requiring an employee to remain with the institution for a speci-
fied length of time after receiving tuition reimbursement has legal ramifica-
tions. Recent court rulings have allowed employees to leave an institution
before completing required continuing employment. In these cases, the for-
mer employee was allowed to make a pro rata refund of tuition reimburse-
ment to the facility (usually based on a three-year period following
reimbursement). For example, if an employee terminated employment one
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year after receiving tuition reimbursement, the employee would owe two-
thirds of the tuition reimbursement to the former employer.

Unlike hospitals, which have no licensing requirements for executive
management, a unique requirement for nursing home administrators is
the requirement to successfully pass a federal and state licensing examina-
tion before assuming the position of the chief executive officer. (Noze:
Some states also require assisted living facility administrators to be li-
censed to assume the position of chief executive officer.) Additionally,
continuing education requirements must be met to maintain licensure.
Each state has its own minimum requirements to qualify to “sit” for these
examinations. Some states may require only a high school diploma or
equivalent and passing four required post-secondary level courses (Illinois).
Other states may require the minimum of a bachelor’s degree in a special-
ized field of study and practical experience.

The National Association of Boards of Examiners of Long-Term Care
Administrators (NAB) is responsible for administering the national
licensing examination. The exam is based on five domains of practice: resi-
dent care and quality of life, human resources, finance, physical environ-
ment and atmosphere, and leadership and management.3?

PERFORMANCE EVALUATION

Among the appraisal factors to be considered in evaluating a healthcare
employee are clinical skills, resident/patient/family relationships, depend-
ability and reliability, accuracy and appearance of work, productivity,
teamwork and cooperation, utilization of time, supervision required, job
knowledge, and initiative.

Because the long-term resident—staff relationship is so prevalent in
nursing homes, the opinions of residents and their families may be appro-
priate in caregiver appraisal. Specific resident/family comments or letters
should be given some (minor) weight in the appraisal process.

Observation of the certified nurse aide’s performance by supervisors
should be given major weight in the appraisal process. Such duties as gen-
eral nursing care, resident personal care and appearance, interactions with
residents and their families, and compliance with patient and facility
safety standards should be criteria for evaluation.

Performance evaluation of home health aides is a more difficult task, as
supervisors are usually not present during home health visits. Patient and
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family comments and satisfaction surveys should be given additional
weight in evaluating these employees’ performance.

Appraisal and reward systems are designed to measure the effectiveness
of an employee’s job performance, assess the employee’s value in relation
to the facility’s total performance, and determine the appropriate reward
as payment. It is this reward for performance that reinforces the behavior
and provides the motivation for future performance or, conversely, that
causes the employee to seek other employment opportunities.

Some managers tend to use performance appraisals as a management
tool, rather than as a source of information. They may inflate ratings to
boost the spirits of an employee who has been distracted by a personal
problem, to avoid confrontation with a difficult employee, to get a diffi-
cult employee promoted out of their department, to hide department
problems from senior officials who are reviewing the appraisals, or to en-
courage a marginal employee who has just begun to show some improve-
ment. In the long-term care industry, positive evaluations may be given in
an effort to retain the employee, as replacing him or her while facing se-
vere personnel shortages could lead to below-minimum staffing levels
and/or the occurrence of expensive overtime pay. Conversely, managers
may reduce ratings to subdue a troublesome employee, to use fear as a
motivation to improve performance, to encourage a problem employee to
resign, or to create a record to justify an impending discharge.

Among future-oriented appraisal methods are self-appraisals, psycho-
logical appraisals, criteria appraisals (such as the JCAHO methods), and
“management by objective” approaches.

Performance appraisals may also mete out punishment for policy or job
performance violations. Disciplinary action should be like the penalty
from touching a hot stove: with warning, immediate, consistent, and
impersonal.

Discipline is management’s action to enforce an organization’s stan-
dards. It has two purposes:

* Preventive discipline is used to encourage employees to follow stan-
dards and rules, so that infractions are prevented.

¢ Corrective discipline follows a rule infraction and seeks to discourage
further violations, so that future acts are in compliance with stan-
dards. Typical corrective action may be a penalty (e.g., warning or
suspension without pay).
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Most employers follow a policy of progressive discipline, in which
stronger penalties are given for repeated offenses. The purpose of such a
policy is to give an employee an opportunity to take corrective action be-
fore more serious penalties are applied. However, whenever discipline is
given, it must be documented, documented, documented.

Some systems allow minor offenses to be removed from the record af-
ter one to three years, allowing employees to return to step 1. Specified
critical offenses are usually exempted from progressive discipline, and em-
ployees are discharged immediately.

An example of a discipline policy by Manor Health Care includes three
classifications of offenses: critical, major, and minor. Examples of critical
offenses include the following:

* Loss or suspension of personal licensure

* Datient abuse or neglect

* Unauthorized copying of facility records, including patient/resident
medical charts or violation of patient confidentiality standards

* Theft

* Threatening, intimidating, or coercing patients or others

* A felony conviction

* Physical assault on fellow employees anywhere on the facility’s premises

* Omission or falsification of information on the employee’s employ-
ment application or facility’s records

Major offenses are violations of a lesser degree than critical offenses.
They necessitate immediate disciplinary action in the form of at least a
written warning and/or a suspension. A second violation within a one-
year period would result in immediate termination of employment.
Examples of major offenses may include the following:

* Refusal to work, without good reason, when needed in an emer-
gency, disaster, or patient emergency, either on an unscheduled day
or on overtime

* An act of national origin/ancestry or sexual harassment

* Smoking in restricted areas

* Soliciting monetary contributions or distributing non-work-related
materials in patient/resident care areas

* Soliciting or accepting tips from residents or their families

* Use of inappropriate language
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Minor offenses are normally small breaches of policy that can be sim-
ply corrected without serious disciplinary measures. Supervisors may ver-
bally reprimand employees for minor violations, with an emphasis on
correcting the behavior. Examples of minor offenses could include exces-
sive break time, excessive excused absenteeism or tardiness, or failure to
wear required uniforms or identification badges in the appropriate man-
ner. A record of oral reprimands should be recorded on the employee’s
disciplinary record and placed in the employee’s personnel file. Progres-
sive discipline is warranted for repeated violations. '

Unfortunately, because many nursing facilities face major nursing
shortages, an honest performance evaluation using developed criteria may
end up being curtailed or modified, so as to “not rock the boat.” With
state and federal minimum staffing requirements, it may be better to have
a marginally competent employee rather than to have no employee at all.
A vacant position would then require mandatory overtime from existing
personnel, the additional cost of purchasing hours from an external nurse
staffing agency, or a possible violation of minimum staffing levels.

Additionally, a marginal employee with seniority may not have the
“best” clinical or employee skills but may be much “loved” by residents
and their families. The termination of such an employee could cause
much consternation among residents and families and disrupt normal res-
ident activities.

UNIONIZATION

A labor union is an organization of workers formed to further the social
and economic interests of its members. Since the passage of the Wagner
Act of 1935, workers have had the right to organize and to bargain collec-
tively. Collective bargaining provides the vehicle by which management
and workers’ representatives attempt to reach mutual agreement on solv-
ing, and avoiding, problems relating to wages, hours, and other condi-
tions of employment.

Approximately 20 million workers (13.5% of the workforce) in the
United States belong to unions.?? Although union membership has
dropped sharply from past membership rates, there has been a growing
trend in service industries to effectively lobby and organize workers. In
healthcare, particular issues that have caused attempts at unionization and
increases in union membership include job security, staffing levels, working



260 CHAPTER 9 HR MANAGEMENT ALONG THE CONTINUUM OF CARE

conditions, quality of care, and wages.>* According to Hospitals and
Health Network (HHN), current RN union membership is 17%, and
membership is projected to increase to 33% by the year 2006.34

“Perhaps the most visible and aggressive healthcare organizer is the
Service Employees International Union, which claims to represent more
healthcare workers than any other union. The group says its rolls include
almost 100,000 nurses, both RNs and LPNs. That’s second only to the
state affiliates of the American Nurses Association, which have 200,000
members in collective bargaining units.”34 Currently, both unions are co-
operating in organizing tactics throughout the United States. The Service
Employees International Union has more than 600,000 healthcare mem-
bers, including 15,000 physicians.

The healthcare sector is facing ever-more-challenging problems as
federal government and managed care health insurance plans reduce pay-
ments to medical care providers. Workers may feel pressure from manage-
ment to control costs, increase productivity, and work outside their
traditional job descriptions. Because most nurses carry their own profes-
sional liability insurance, they are concerned about quality-of-care issues
that may translate into potential liability issues from handling ever-
increasing patient loads and working mandatory double shifts due to
nursing shortages.

In 1995, there were four strikes by registered nurses. In 2000, there
were ten such strikes. During the first six months of 2001, there were
seven RN strikes.?> One result from these strikes and labor unrest by
nurses has been the introduction of mandated nurse—patient staffing ra-
tios by certain states.

California is currently reviewing its legislation relating to mandatory
nurse—patient staff ratios. The implementation of this law (on January 1,
2004) has caused numerous problems in staffing nurse units and financial
problems for healthcare facilities. More than a dozen states have either en-
acted or proposed similar legislation. Some legislation requires the state to
mandate minimum staff levels. Other states’ proposed legislation allows
nurses to decide needed minimum staffing levels. The American Nurses
Association supports the concept of nurses deciding needed staffing levels. It
wants other factors—for example, the number of support staff, patient acu-
ity of illness, and physical layout and design—to be considered when deter-
mining staff levels. Additionally, some states (e.g., New Jersey) have enacted
overtime limitations that have led to staffing shortages and financial deficits.



UNIONIZATION 261

Factors affecting staff size and composition include licensing require-
ments, Medicare/Medicaid requirements, philosophy of care, labor union
contracts, skills-level mix, task assignments, physical layout, labor-saving
equipment, disposable supplies, availability of family members, teaching
programs, and the use of volunteers.

Some unique labor laws are applicable only to healthcare organizations:

* 8/80 Rule (Back-to-Back Work Agreement). Healthcare workers are
paid overtime under this provision if they work more than 8 hours in
one day or 80 hours in a two-week period. Therefore, an employee
may work 10 days straight, take the next 4 days off, and receive no
overtime pay. This rule may be modified if a labor union contract is
in effect.

 Companionship Service Exemption. This U.S. Department of Labor
ruling exempts workers in home care from overtime pay if the
worker provides fellowship, care, and protection for persons who,
because of their age or disability, are unable to care for themselves.
Maids and other domestic-in-service employees are covered under
overtime provisions of the Fair Labor Standards Act. This ruling has
been affirmed in the 2004 overtime revisions.

The 1974 Health Care Amendments to the National Labor Relations
Act (Taft-Hartley Act) were enacted to prevent or minimize work stop-
pages or strikes. The amendments require additional notification and ne-
gotiation periods:

* Ninety-Day Notice Requirement. In collective bargaining contracts in-
volving healthcare institutions, any party desiring to terminate or
modify the agreement must give a 90-day notice to the other party
and a 60-day notice to the Federal Mediation and Conciliation
Service (FMCS) before the contract expiration date. The require-
ment for other industries is a 60-day notice to the other party and a
30-day notice to the FMCS.

» Mandatory Mediation. Parties to a dispute in the healthcare industry
can be required to participate in mediation if the FMCS director be-
lieves that a threatened or actual strike will “substantially interrupt
the delivery of healthcare in the locality.” The director may appoint a
board of inquiry to investigate the dispute, stipulate the facts discov-
ered, and issue nonbinding recommendations.
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* Ten-Day Strike Notice Requirement. A labor union may conduct a
strike or picket a healthcare facility only after it has given the em-
ployer a 10-day written notice specifying the exact date and time
that such activity will commence. If notice is not given, the employ-
ees engaging in such actions may be terminated. This requirement is
intended to give healthcare institutions time to arrange for continu-
ity of patient care. A union is released from this obligation if a
healthcare institution has abused the 10-day notice by hiring worker
replacements for employees it believes may strike, or by taking ex-
traordinary steps to stock up on frequently used supplies. There are
no specific examples of what constitutes “preparatory steps” that
would justify a union being released from this 10-day strike notice.

* Conditions Retaining Neutral Status. This ruling applies to secondary
strikes. If another neutral institution accepts transfer patients from
the facility being struck or supplies services and/or personnel to a
struck institution, the neutral institution may not be picketed, and
the union may not request that the neutral institution’s employees
show solidarity and strike their own facility.

* Nonsolicitation Rules. The National Labor Relations Board (NLRB)
adopted regulations stating that employees may not be solicited dur-
ing working hours. Union representatives may not leave labor/union
organizing materials in patient areas, including patient/resident
rooms and sitting rooms on patient floors. Solicitation can occur
during nonwork hours or outside of patient care areas. !4 (Pp- 240-241)

* Number of Bargaining Units. On April 21, 1989, the NLRB enacted
regulations outlining specific bargaining units for hospitals: physi-
cians, registered nurses, other professionals, technicians, clerical,
skilled maintenance, other nonprofessionals, and security. This rul-
ing was upheld on appeal by the U.S. Supreme Court on April 23,
1991. Nursing homes and other long-term care facilities can limit
their bargaining units to four distinct units: nursing, other profes-
sionals, clerical, and maintenance/nonprofessionals. (NVoze: This leg-
islation defines hospitals as facilities with less than a 30-day average
length of stay.)

» U.S. Supreme Court Ruling (INLRB vs. Kentucky River Community
Care Inc., May 29, 2001). In a 5—4 decision, the court ruled that reg-
istered nurses who use independent judgment in directing employees
are supervisors, thereby exempting these positions from inclusion in
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the bargaining unit. Employees are deemed to be supervisors if they
practice one of 12 functions: authority to hire, transfer, suspend, lay
off, recall, promote, discharge, assign, reward, discipline, or direct
other employees, or to adjust their grievances. This ruling, in effect,
could consider all RNs to be supervisors, given that they may direct
nurses aides and licensed practical nurses in their duties. Another
case currently under review may clarify this issue.

LEGAL AND REGULATORY ISSUES

The National Institute of Occupational Safety and Health (NIOSH)
“Guidelines for Hospital Occupational Health and Safety Program
Evaluation” requires hospitals (and long-term care facilities) to provide
the following services: pre-placement physical examinations, periodic

health assessment examinations, health and safety education, immuniza-
tions, care for illness and injury at work, health counseling, environmen-
tal control and surveillance, and a health and safety records system.
NIOSH studies have reported the most common causes of healthcare in-
juries, in order of frequency, to be strains and sprains, back injuries, punc-
ture wounds (from needle sticks), and abrasions and contusions.

The Centers for Disease Control and Prevention published AIDS
guidelines in July 1991.3¢ The guidelines include the following provi-
sions:

* All healthcare workers should adhere to universal precautions.

* Healthcare workers who perform exposure-prone procedures should
know their human immunodeficiency virus (HIV) and hepatitis B
virus (HBV) status.

* Mandatory testing of healthcare workers is not recommended.

e The public health benefits of notifying patients who have had
exposure-prone procedures performed by healthcare workers in-
fected with HIV or HBV should be considered on a case-by-case
basis.

* Healthcare workers who are infected with HIV/HBV should not
perform exposure-prone procedures unless they have sought counsel
from an expert review panel. The panel would advise the workers un-
der what circumstances, if any, they may continue to perform these
procedures. Such circumstances would include notifying a patient of
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the worker’s status before the patient undergoes the procedure, and
exposure-prone procedures should be identified by medical/surgical/
dental organizations and institutions at which the procedures are
performed.

Effective October 1991, the Illinois Department of Public Health
(IDPH) requires that it learn the name and type of practice of a healthcare
provider who has AIDS. If the type of practice involves invasive proce-
dures, and the healthcare provider does or has performed invasive pro-
cedures, then the IDPH will perform a risk assessment to determine
whether these procedures constitute exposure-prone invasive procedures
and whether the practice involves any other potential risk of HIV trans-
mission to patients. If either inquiry yields a positive result, then either
the healthcare provider must notify his or her patients or the IDPH will
make the notification. This Illinois AIDS notification law has been heav-
ily litigated, based on confidentiality and discrimination statutes.
Healthcare providers have been encouraged to document their consistent
use of universal infection precautions and to be prepared to show what
types of procedures they perform.

Effective January 1, 1992, the Illinois Drug Free Workplace Act (PA.
86-1459) required employers with 25 or more employees that receive state
grants of $5,000 or more per year to make a good-faith effort to maintain
a drug-free workplace. (Medicaid payments constitute state contracts.)
Federal legislation also requires all states to implement employer/employee
drug programs that must be at least as stringent as the federal legislation.
States are allowed to enact more stringent requirements.

Under the Illinois law, a statement must be published notifying em-
ployees that it is illegal to manufacture, distribute, dispense, possess, or
use a controlled substance in the employer’s workplace. The legislation
also specifies the actions that will be taken against employees for viola-
tions of the act and tells employees they must notify the employer of any
criminal drug conviction arising from a violation committed in the work-
place, no later than five days after the conviction. Each employee must re-
ceive a copy of the statement, and the statement must be posted in a
prominent spot in the facility.

Employers must establish a drug-free awareness program that informs
employees about the dangers of drug abuse in the workplace; the em-
ployer’s policy of maintaining a drug-free workplace; any available drug
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counseling, rehabilitation, and employee assistance programs; and penal-
ties that may be imposed for drug violations.

If an employer receives notification of an employee’s conviction for
workplace drug incidents, it must notify the state Medicaid program
within 10 days and impose a sanction on the convicted employee, up to
and including termination, or requiring satisfactory participation in a
drug abuse, assistance, or rehabilitation program. Employers must have
a trained referral team available to assist employees.

If an employer violates the act, its state contract may be suspended or
terminated. Employers violating the act may also be barred from entering
into contracts with the State of Illinois for at least one year, but no more
than five years.

Regulations Specific to Long-Term Care

As U.S. employers, long-term care facilities are required to meet both na-
tional and state labor laws. These industry-wide laws can be reviewed in
any labor relations textbook. In addition, healthcare-specific laws and reg-
ulations apply to long-term care institutions. Following are brief discus-
sions of some of these unique regulations. (Note that this list is not meant
to be all-inclusive.)

The federal Older Americans Act requires the appointment of a long-
term care ombudsman who will protect and promote the rights and
quality of life for persons who reside in long-term care facilities. This key
individual may be an employee of the facility or a regionally designated in-
dividual who is responsible for several facilities. This person serves as a
resident advocate who protects resident/family rights, resolves com-
plaints, provides information, and advocates for quality individual care
plans.

Limited English proficiency (LEP) regulations require a provider that
accepts patients covered by Medicare Part A, Medicaid, or S-CHIP to
provide, at no cost, an interpreter during the encounter. They must also
supply appropriate translated forms and post signs in appropriate
languages that state LEP patients have a right to an interpreter and to
translated forms. This requirement also applies to hearing-impaired
patients/residents who need sign language interpretation. This legislation
may influence recruitment criteria (requiring an applicant to be bilingual)
or mean that a facility must conduct foreign-language classes for its exist-
ing employees.



266 CHAPTER 9 HR MANAGEMENT ALONG THE CONTINUUM OF CARE

Some states have enacted “English as the official language” legislation.
Federal law overrules this state legislation in cases of medical/nursing care.
Healthcare facilities and workers must continue to offer translation ser-
vices and forms written in the most common languages of the service area
community.

As mentioned earlier in this chapter, nursing home staffing notification
became effective January 1, 2003. As a result of this regulation, nursing
homes must publicly post the number of nursing staff on duty to care for
patients on each daily shift. Licensed and unlicensed nursing staff include
registered nurses, licensed practical nurses, and nurse aides. The sign must
be at least 8.5 by 14 inches and printed in a font size large enough to be
easily seen. The sign must be posted in a public area (preferably the
lobby). This requirement may expose the facility to possible fines or pun-
ishment if actual (as posted) staffing does not meet minimum criteria.
Additionally, if actual staffing does not meet the staffing levels stated on
the sign, the facility may be fined or punished not only for failure to meet
minimum criteria, but also for falsification of records.

On the state level, the Illinois Health Care Worker Background Check
Act of 1996 applies to all individuals employed or retained by a healthcare
employer as home healthcare aides, nursing aides, personal care represen-
tatives, private-duty nurse aides, student nurses, day-training personnel,
or any similar health-related occupation. Those employees already li-
censed by the Department of Professional Regulation of the Department
of Public Health (e.g., registered nurses) are not included in the act, but
are covered under similar legislation. Effective January 1, 2006, Illinois
House Bill 2531 requires healthcare facilities to initiate background
checks for employees who have any contact with residents. Therefore, any
employee who comes in contact with residents, including admission and
business office personnel, maintenance workers, and laundry or dietary
workers who deliver meals or linen to the units, is required to undergo a
background check. This new law is part of the National Healthcare
Background Check Pilot Project administered by the Center for Medicare
and Medicaid Studies (CMS).

Federal legislation requires similar legislation in all states. A healthcare
facility may not knowingly hire, employ, or retain any individual in a po-
sition with duties involving direct patient/resident care who has been
convicted of committing or attempting to commit one or more prohib-
ited offenses. Such prohibited offenses include first- or second-degree
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murder, involuntary manslaughter and reckless homicide, kidnapping,
unlawful restraint, child abduction, assault (including domestic battery),
criminal sexual assault, financial exploitation of an elderly or disabled per-
son, retail theft, robbery, burglary, arson, or controlled substances abuse.

A facility must initiate a non-fingerprint-based criminal history record
check pursuant to the Uniform Conviction Information Act (UCIA)
whenever a conditional offer of employment is made to a healthcare ap-
plicant. Under the 2005 National Healthcare Background Check Pilot
Project, administered by CMS, seven states (including Illinois) are re-
quired to conduct a fingerprint-based criminal history record check for all
direct-care licensed and nonlicensed staff.

As a result of new specific legislation, the Vulnerable Adults Protection
Act of 2005, the State of Illinois will now require that residents also un-
dergo background checks that would identify registered sex offenders,
criminal parolees, and those on probation or court-ordered supervision.
This act requires the long-term care facility to identify, assess risk, develop
a care plan, and establish treatment and discharge policies for violent of-
fenders. Residents and their families must be informed of such individu-
als when they are admitted to the facility. This law amends the Illinois
Nursing Home Care Act and the state’s Code of Corrections.

The Worker Adjustment and Retraining Notification Act (WARN)
became effective February 4, 1989. Employers with more than 100 em-
ployees must give an advance 60-day notice if more than 50% of the
workforce will lose their jobs for 30 days or more. Notification is required
if employees will suffer a six-month layoff or a 50% reduction in work
time during six consecutive months. Employers that fail to give such no-
tice can be forced to compensate workers for wages and benefits over the
60-day period in which the notice should have been given. Employers are
also subject to civil penalties of $500 per day.

In this era of healthcare financial uncertainty, more than 100 hospitals,
nursing homes, and home health agencies are closing their doors each year.
Besides complying with the WARN Act, healthcare facilities are required by
their states to provide prior closing notice to the State Public Department of
Health. In Illinois, the facility must also obtain approval to discontinue
services from the Illinois Health Facilities Planning Board. This Board re-
quires the facility to submit a patient transfer and relocation plan, and to
disclose where patient records, x-rays, and billing records will be stored, and
how any hazardous waste (nuclear, medicine/gases) will be disposed of.
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The Occupational Safety and Health Act (OSHA) details specific rules
and regulations for healthcare organizations. It establishes safety and
health standards for all organizations. Even if no specific standards have
been issued, employers must provide employees with a safe place to work,
free from recognized hazards that cause, or are likely to cause, serious
physical harm or death.

Worker’s compensation laws are intended to compensate for injuries
and illnesses already received. OSHA laws provide no compensation, but
rather are intended to prevent or remove hazardous conditions before they
lead to injuries or illnesses. Worker’s compensation laws use the threat of
increased insurance premiums as an incentive for employers to improve
job safety and health. By contrast, OSHA uses a system of standards, in-
spections, citations, and financial penalties to encourage compliance.

The concept of “equal pay for equal work” became law with the passage
of the Equal Pay Act of 1963. This statute states that if jobs require equal
skill, effort, and responsibility, and if working conditions are equal, then
employers must pay men and women performing these jobs at the same
rate. A healthcare industry example is the job classification of “aide” ver-
sus “orderly.” Historically, women were classified as nurse aides and men
were classified as orderlies. Orderlies were paid a higher salary than aides,
even though both jobs required lifting and transferring patients. If both
jobs require equal skill, effort, and responsibility, under equal working
conditions, then persons of different sexes performing these jobs must be
paid at the same rate unless the employer can establish that the differences
in rates are based on a seniority system, merit program, measures of qual-
ity or quantity, or differentials in pay based on a factor other than sex.

In the aftermath of the September 11, 2001, terrorist attacks, employ-
ers must be aware of their legal obligations to military reservists. Many
healthcare personnel who are members of active reserve units or who have
an unfilled military obligation have been called to duty to serve in the
Middle East. “Federal legislation passed in 1994 gives those who serve in
the reserves the right to request re-employment once they return from
military service up to a period of five years from their release date. In
many cases, they must be given preferential hiring status. If their specific
job is not available, they must receive preferential hiring status for a com-
parable position. If absent for less than 91 days, employees should be
reemployed in the same position they held before they were called up.”3”
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Employers must provide certain pension, health, and other benefits to
those who are on military leave and to reemployed veterans. Workers cov-
ered by defined-benefit pension plans must be credited for the time they
were on military service. For any vesting purposes, it is as if they never left.

“Federal law does not require an employer to pay an employee’s salary
while he/she is on military leave. In some cases, if a worker is on leave for
less than a week, employers may be required to continue paying his/her
salary. Employees must give advance notice of their military call-up unless
circumstances make it impossible.”3”

CONCLUSION

The future of U.S. health care is dependent on the healthcare workforce.
As part of the national, state, local, and facility planning processes, all of
these entities must review the composition of the current healthcare
workforce, academic and technical training of the future workforce, com-
petition for healthcare workers within and from outside the industry, and
technology demands and changes that will influence the delivery of health
care in the United States.

Human resources management problems in the nursing home and
home healthcare industries will not be solved in the short run. Some fac-
tors that will negatively affect the future of the continuum of care process
are as follows:

* An aging U.S. population, which will require more long-term health
care

* The rapid growth of the elderly population as the baby boomer pop-
ulation ages

* A longer life expectancy, which means health care will be needed for
a greater number of years

* A shrinking birth rate, which will reduce the number of future
healthcare employees

* Immigration restrictions, which will reduce the number of current
and potential healthcare employees

* An aging nurse workforce, which will reduce the number of nurses
in the profession as they retire

* Fewer individuals entering the nursing profession
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During his second term, President George W. Bush and the U.S.
Congress will attempt to address the issue of the aging of the U.S. popu-
lation and its effects on the Social Security system. Along with this en-
deavor, the federal government, state and local entities, and the healthcare
industry itself need to make greater efforts to address the long-term
healthcare issues of this population, including the question, “Who will
take care of this segment of the population?” This population is our
grandparents, parents, and ourselves. The clock is ticking.
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10

Human Resources
Management

in Community
Health Centers

Gretchen Gemeinhardt

VIGNETTE

Northeast Community Health Clinic (NCHC) is a brand-new,
federally qualified health center (FQHC) that will provide pri-
mary care to individuals in northeast Houston. This area has
been designated as a medically underserved area (MUA), as
well as a health professional shortage area (HPSA), with access
to primary and other healthcare services currently being some-
where between minimal and nonexistent. NCHC’s mission is
“to provide primary and preventive healthcare services to im-
prove the health of underserved and vulnerable populations.”
The newly formed board of directors consists of more than
51% consumers from the service area and others with business
and historical ties to the area. Among other professions, they
represent small businesses, social services, healthcare services,
and education. Most board members live or work in the target
area.
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The board members have been responsible for providing
leadership and developing policies and procedures pursuant to
the Bureau of Primary Health Care guidelines for FQHCs. They
are looking forward to the opening of the clinic. A full-time
physician is currently being recruited by the NCHC board, and
several others are under consideration. The board members un-
derstand their role as primarily providing fiduciary and pro-
grammatic oversight and realize that it is time to think about
hiring a clinic director. In thinking about what kind of person
they need to hire for the director position, they have given some
thought to the human resources challenges that any commu-
nity health center director might face.

This chapter provides NCHC’s board of directors and other
readers with background and approaches for addressing hu-
man resource challenges in community health centers. After
providing an overview of the health center setting, we discuss
such human resources issues as staffing, employment, reten-
tion, compensation and benefits, performance evaluation,
safety training and education, and legal and regulatory issues.

OVERVIEW OF THE SETTING

Originally known as neighborhood health centers and now known as fed-
erally qualified health centers (FQHCs), community health centers are
local, nonprofit, or public healthcare providers serving low-income and
medically underserved communities. For nearly 40 years, FQHCs have
provided high-quality, affordable primary and preventive care services.
Today, there are 1,000 FHQC:s, with 5,000 sites located in all 50 states,
Puerto Rico, the District of Columbia, the U.S. Virgin Islands, and
Guam. About half of health center patients reside in rural areas; the oth-
ers live in economically depressed urban areas. These centers are located
in areas where care is needed but scarce, and services are provided regard-
less of individuals ability to pay or insurance status. In addition to med-
ical care, many community health centers provide on-site dental, mental
health, and substance abuse services and pharmacy.

To receive funding, community health centers must meet certain statu-
tory requirements:
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* They must be located in a federally designated medically under-
served area (MUA) or serve a federally designated medically under-
served population (MUP).

* They must have nonprofit, public, or tax-exempt status.

* They must offer services to all ages and all populations, regardless of
patients’ ability to pay, and offer a sliding fee scale for clients.

* They must provide comprehensive primary healthcare services, refer-
rals, and other services needed to facilitate access to care, such as case
management, translation, and transportation.

* They must remain open at least 32 hours per week, with provisions
for emergency coverage.

e They must have a governing board, the majority of whom are pa-
tients of the health center.!

The requirement that a majority of the board members be health cen-
ter patients makes these clinics unique (Table 10-1).? This requirement is

Table 10-1 Health Center Boards: Federal Requirements

* The board must have at least 9 members, but no more than 25 members.
* At least 51% of the board’s members must be users of the health center.

* Half of the remaining members of the board (49% or less) cannot earn more than
10% of their income from the healthcare industry.

* The remaining members of the board (49% or less) must represent the area served
by the center and have expertise in community affairs; federal, state, and local gov-
ernment; accounting; health administration; health professions; business; finance;
banking; legal affairs; trade unions; insurance; and personnel management, as well
as social services, such as religion, education, and welfare.

* Board members must reasonably represent the individuals served by the health cen-
ter in terms of demographic factors:

* Ethnicity

* Race

* Sex

* Migrant/seasonal farmworker

Employees of the center and their spouses, children, parents, or brothers or sisters
(blood or marriage) cannot be members of the board.

Source: U.S. Department of Health and Human Services, Health Resources and Services
Administration, Bureau of Primary Health Care. Governing Board Handbook. Bethesda,
MD: 2000:40.
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designed to ensure that the centers remain responsive to community
needs. It can prove challenging to develop and maintain this board com-
position in high-need, underserved communities. The requirement gener-
ally prevents health centers from being part of a larger enterprise, such as
a hospital, local government, or religious order. Health centers that exclu-
sively serve migrants or homeless patients do not have to meet the major-
ity consumer board requirement.

Health centers are staffed by a combination of clinical and administra-
tive personnel (Table 10-2).3 Typically, they are managed by a chief exec-
utive officer or program director, chief financial officer, chief information
officer, and clinical director. The functions associated with these positions
may be combined or performed by more than one individual. Depending
on the size of the patient population, the clinical staff consists of a mix-
ture of primary care physicians, nurse practitioners, physician assistants,
nurses, and substance abuse and mental health specialists. Another

Table 10-2 Health Center Staff and Related Patient Visits

Full-Time Equivalents Patient Visits
Primary care physicians 6,487.6 25,325,866
NPs/PAs/CNMs 3,693.1 10,414,386
Nurses 8,075.5 3,091,731
Dentists 1,586.5 4,365,671
Dental hygienists 547.8 760,986
Mental health and substance abuse 2,548.0 2,732,571
specialists*
Pharmacy 1,633.7 N.A.
Total Enabling Servicest 8,575.0 3,842,581
Other Stafft 50,541.0 N.A.
Total 83,688.2 52,323,834

*Includes psychiatrists, psychologists, and licensed or credentialed behavioral health
providers.

TIncludes health educators, case managers, translators, transportation, and eligibility
workers, among others. Not all staff has related patient visits. Does not include work-
ers for other social services, such as WIC, Head Start, housing assistance, food banks,
and employment counselors.

Fincludes specialists and other medical, dental, and professional personnel, as well as
administrative, patient services, and other staff.

Source: National Association of Community Health Centers, Inc. Health Center Fact Sheet
United States, 2004.
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unique aspect of the community health center is that physicians are em-
ployees of the organization.

Community health centers face unprecedented challenges as public
funding sources decrease while the demand for care from a growing indi-
gent population increases. To support this shift organizationally, clinic ad-
ministrators must figure out how to recruit and retain well-qualified staff
in all areas of clinic operations. Steps to meet this challenge include the
following:

* Ensuring that salary levels are competitive through periodic review

* Developing training opportunities and incentives for employee skill
enhancement

* Developing systems for recognizing and rewarding productivity of
all employees

 Implementing training programs for all employees, including in-
service and specialty workshops

In the labor-intensive delivery of healthcare services, the effective man-
agement of human resources assumes considerable importance. Manage-
ment of human resources encompasses many functions, the extent of
which depends on the size and scale of the health center and whether it is
a stand-alone operation or part of a larger system of healthcare delivery.
However, a number of human resources functions are common to all
community health centers:

* Recruiting, selecting, and training employees

* Maintaining records to meet legal requirements of employment

* Developing procedures and policies related to work performance
and evaluation

* Establishing equitable compensation and fringe benefits

* Monitoring and administering employee health and safety standards

* Formalizing grievance procedures to resolve conflicts

STAFFING

Clinical staffing patterns vary among community health centers. All
staffing arrangements are designed to lead to the desired outcomes
of availability, accessibility, quality, comprehensiveness, and coordina-
tion of services for health center patients. Generally, FQHCs maintain a



278 CHAPTER 10 HR MANAGEMENT IN COMMUNITY HEALTH CENTERS

staffing level that allows for between 4,200 and 6,000 visits per year for
each full-time equivalent (FTE) healthcare provider. The federal guide-
lines recommend a physician-to-patient ratio of 1:1,500 and a midlevel
practitioner-to-patient ratio of 1:750.% Physician staff should be board
certified or residency trained. Other clinicians, such as nurses, nurse prac-
titioners, and physician assistants, also need to be licensed and certified as
appropriate under state law.

The individual job is the starting point in managing the employee.
Each employee’s job must be completely described, specified, and ana-
lyzed, and its role in the organization must be clarified.

Job Description

The job description is a statement providing an overview of the job and its
relationship to the organization. The essential functions of all positions
should be clearly laid out in health centers” job descriptions. For example,
the description of a medical records clerk position would include a title,
summary statement of the job, list of specific duties, and delineation of the
limits of authority and responsibility. The format of the description should
be standardized for all positions. Many job descriptions also include a
“catch-all” phrase that allows modification of the descriptions as necessary.
Although health centers are not legally obligated to develop comprehensive
job descriptions, job descriptions are a good risk management tool
because, when properly developed, they define the health center’s expecta-
tions and may prevent any subsequent disagreements about job responsi-
bilities. Health centers should regularly review their job descriptions to
ensure that they accurately reflect the center’s positions and that they com-
ply with the ever-changing judicial or EEOC interpretations of the re-
quirements under the Americans with Disabilities Act (ADA).’

Job Specification

The job specification carries the job description one step further by out-
lining the required qualifications for the job. Generally, job specifications
include the following elements:

* Education and technical qualifications

* Experience levels required

* Responsibility limits, including authority to make decisions and or-
ganizational accountability
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Physical effort, including dexterity, special skills, and degree of effort
required

* Mental effort, including level of initiative required

* Number of employees directly managed

¢ Chain of command, including an outline of relationships with other
functions or departments

Job Analysis

Job analysis takes the description and specification yet another step by
providing a factoring or ranking system that assigns values to each of the
specification categories. The total value over all categories provides a
weight that is useful in comparing jobs on the basis of responsibility and
performance. Job analysis can also provide a system of measurement to as-
sist in establishing performance standards for productivity. Such analysis
can be conducted by existing staff or outside consultants.

THE EMPLOYMENT PROCESS

The employment process involves recruitment, employment applications,
interviewing, reference checks, hiring, credentialing, advancement and
promotion, and separation. Each of these aspects of employment is ad-
dressed next.

Recruitment and Selection

The recruitment process consists of interrelated steps aimed at attracting
qualified primary care professionals to practice and support staff to work
at a community health center. While the principles of recruitment are the
same for both professionals and nonprofessionals, there are some particu-
lar challenges that health centers face in recruiting professional staff, be-
cause they are often located in areas that healthcare professionals might
not find attractive. Additionally, community health centers are perceived
as having poor working conditions and inadequate salaries, and working
with the populations served by community health centers is not respected
by many in the medical profession.

Recruiting can be costly. The Rural Physician Recruitment Survey
Report estimates that the majority of private recruitment efforts cost ap-
proximately $10,000 per physician practitioner recruited.® Therefore,
community health centers need to have a recruiting budget that will
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support the cost of staff time involved in recruitment efforts, advertising
costs, and site visits. It may also be necessary for health centers to retain
the services of a professional recruitment company, so the recruiting
budget needs to cover that firm’s fees.

A number of sources may be utilized to recruit professional and non-
professional staff. Employee recruitment can take the form of advertising
in the local newspaper, on Internet job boards, or in professional journals.
Professional associations should be contacted, as they are an excellent
source for primary care professional recruitment and cover a variety of
disciplines, including physicians, physician assistants, nurse practitioners,
certified nurse-midwives, dentists, dental hygienists, psychiatrists, clinical
psychologists, licensed clinical social workers, licensed professional coun-
selors, marriage and family therapists, and psychiatric nurse specialists.
Search firms can also be retained. In addition, local colleges and universi-
ties can be useful sources of recruits. The types of staff positions that
health centers are trying to fill influence how searches are conducted in
terms of the recruiting methods used and the extensiveness of the search
undertaken. Using multiple sources for recruitment is probably best, but
organizations need to consider the costs associated with each of these
sources. A longer-term recruitment strategy that has worked for many
community health centers has been to send a clinic employee for physi-
cian assistant or nurse practitioner training.6 Also, the National Health
Services Corp Scholarship Program (Table 10-3) offers federal support-
for-service in training to become a physician, dentist, nurse practitioner,
or physician assistant.” Table 10-4 details how physicians themselves
search for jobs.®

The communities that have had the most success in attracting health-
care professionals to their facilities have concentrated their recruitment ef-
forts on the following types of candidates:

* Practicing primary care practitioners who currently reside in or come
from the area or a similar environment

* Students originally from the area or a similar environment

* Seasoned or retired professionals

* Practitioners who do not want to assume the financial responsibility
of a private practice

* Nurse practitioners and physicians assistants in training who are
seeking clinical rotations
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Table 10-3 National Health Services Corps Program

The National Health Services Corps (NHSC) has a number of programs that support
the goal of recruiting and retaining healthcare professionals to serve in a health profes-
sional shortage area (HPSA).

* NHSC Scholarship Program. Students pursuing primary care careers as
allopathic/osteopathic physicians, nurse practitioners, physician assistants, certified
nurse-midwives, and dentists receive tuition, fees, and monthly stipends for up to
four years. They must serve one year for every year of financial support received,
with a two-year service minimum.

* NHSC Loan Repayment Program. The loan repayment program targets already-trained
health professionals. It is open to allopathic/osteopathic physicians, nurse
practitioners, physician assistants, certified nurse-midwives, dentists, dental
hygienists, and mental health professionals, including psychiatrists, health service
psychologists, clinical social workers, licensed professional counselors, marriage
and family therapists, psychiatrists, and psychiatric nurse specialists. In exchange
for a two-year minimum commitment to serve in a federally designated HPSA, the
NHSC will assist in the repayment of educational loans.

Source: Taylor J. The Fundamentals of Community Health Centers. National Health Policy Forum;
2004.

e NHSC Scholars and/or those interested in the NHSC Loan

Repayment Program®

Employment Applications

Employment application forms completed by job applicants serve as an
initial employee record. The application form is an objective screening
tool in that it permits the health center administrator to determine
whether the applicant possesses the skills and background needed to per-
form the job. Application forms should include questions on personal

Table 10-4 How Physicians Search For Jobs

Sources of Job Leads Frequency of Use
Personal and professional referrals 50%
Physician recruiters 43%
Online job sites 42%
Ads in print journals 40%
Mailings to physicians 34%

Source: Williams G. NAS Insights: Physician Recruitment Report. 2005. Available at:
http://www.nasrecruitment.com/MicroSites/Healthcare/Articles. Accessed October
22,2005.
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data, experience, education, previous employment, and references. It is
important to remember that laws determine the type of questions that
employers may and may not ask on application forms. Questions relating
to race, color, religion, national origin, age, disabilities, or marital status
are usually illegal.

Interviewing

The opportunity to meet a job applicant face to face is a critically impor-
tant aspect of the hiring process. To be an effective tool, interviewers need
to be knowledgeable about the position and its requirements, so that they
can gather information that will allow them to form a complete picture of
the applicant and his or her appropriateness for the position. Having a
carefully tailored standard set of interview questions for each vacant posi-
tion will help the hiring manager to compare the strengths and weak-
nesses of each job applicant. A standard set of questions will also give the
interviewer little opportunity to stray off course, thereby ensuring that
the interview serves the health center’s objectives and complies with em-
ployment discrimination laws. While some questions should not be asked
during an interview, it is perfectly permissible to ask these questions after
an offer of employment is made.

Reference Checks

Reference checking is an important part of the employment process.
Telephone reference checks are far more reliable than written letters of
reference, but it is important to ask similar questions for all telephone ref-
erence checks. Questions should be asked about the applicant’s strengths
and weaknesses and his or her reason for leaving the employment of the
reference. It is useful to ask if the reference would rehire the applicant.
The applicant should provide written permission for reference checking.
Federal credit laws place restrictions on the scope of questions that can be
raised, and the manager should review these limitations with an attorney
to assure conformance with the law.

Hiring
Hiring constitutes employer commitment, and the commitment should
spell out clearly the new employee’s compensation and benefits and the

employer’s methods and timing of performance evaluation. Typically, a
verbal offer will be quickly followed by a written offer of employment.
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One of the biggest mistakes made by many centers is failure to clearly de-
fine their offers. The offer, which may be discussed and a number of items
negotiated, needs to specify the terms of employment, length of employ-
ment, financial agreements, fringe benefits, and relocation support.

Most organizations have a probationary period during which the em-
ployee can be terminated for noncompatibility or inadequate perfor-
mance. It is usually easier to terminate an employee during the probation-
ary period than after the conclusion of probation.

Adequate orientation of the new employee is a critical aspect of hiring.
Studies of turnover rates indicate that a large number of separations occur
shortly after employment, due to the false representation of the position
or poor orientation into an organization. A well-planned orientation is
designed to help an individual feel welcome, less apprehensive, and more
knowledgeable about the new environment and his or her position. In
smaller organizations, orientation is often based on a buddy system, in
which the new employee is assigned to a senior employee for orientation
and training. Supervisors should oversee orientation to assure that good
work habits are established. In larger organizations, the human resources
department may provide formal sessions at which policies and procedures
are reviewed in detail. Such sessions also cover the history, mission, and
organization of the clinic; benefits; vacation and sick time; and other ap-
propriate information.

The length of time it takes to orient a new healthcare provider will de-
pend both on the position within the organization and on the individual.
In the case of an existing facility, an effective orientation period may range
from two to three months. In the case of a solo practitioner, it will proba-
bly take three to six months before the new person’s practice actually af-
fects the health of the community.

Credentialing of Clinical Staff

Health centers need to have defined standards for assessing the training,
experience, and competence of their clinical staff so as to assure the clini-
cians’ ability to qualify for hospital privileges and payer credentialing. This
process needs to include a review of the individual’s original credentials
when a practitioner joins the staff, as well as recertification and/or reap-
pointment. In the initial credentialing process, centers want to verify that
the practitioner has a current license to practice and clinical privileges in
good standing at any hospital where the clinician has admission privileges.



284 CHAPTER 10 HR MANAGEMENT IN COMMUNITY HEALTH CENTERS

In addition, practitioners need to show current, adequate malpractice in-
surance and professional liability claims history. Generally, the credential-
ing process includes querying the National Practitioner Data Bank and
verifying education and licenses. Credentialing and privileges processes
need to meet the standards of national accrediting agencies, such as the
Joint Commission on Accreditation of Healthcare Organizations
(JCAHO) and Accreditation Association for Ambulatory Health Care
(AAAHC).

RETENTION

Promotion and Job Changes

Adequate record keeping and a clear understanding of employee work
performance are important for advancement and promotion decisions,
particularly when comparisons are made between existing employees and
applicants from outside the organization. Employees who exhibit initia-
tive and demonstrate growth potential should be monitored and provided
with opportunities for advancement.

Empowering Health Center Staff

The inability to empower staff plagues more organizations than community
health centers, but the administrator of one community health center in a
large metropolitan area believes the ability to empower staff is among its great-
est challenges.” A large health center with more than 40,000 patient encoun-
ters per year, this facility experiences bureaucratic quagmires that directly
result from the healthcare system’s traditional top-down hierarchical system.

Barriers to staff empowerment often result from organizational beliefs re-
garding authority and status. If the organizational culture views authority and
power—as opposed to expertise and ability—as the motivation to accomplish
the goals and objectives of the organization, empowerment of employees is not
possible.

Not only must the organization’s culture support and encourage empower-
ment, but employees must have the desire to assume more responsibility and
implement critical thinking skills. Thinking “outside the box” and making in-
dependent decisions are not skills commonly expected from nursing and an-
cillary staff. To support staff taking initiative and being creative, management
must commit to an empowerment philosophy. This commitment requires en-
thusiasm, time, imagination, and resources.
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Empowering staff has become a major goal for this community health cen-
ter.? Paul Shank, administrator at Strawberry Health Center, believes that his
staff has much to contribute and has set up his organization so as to empower
his staff. He has divided the center into pods, with each pod having its own
team leader. Team leaders have complete responsibility for managing the day-
to-day operations of their pods. This scheme has freed the physicians, who did
not necessarily have the business and interpersonal skills needed to operate
successful centers, from operational responsibilities. The team leader structure
has allowed the physicians to focus on their area of expertise, which is treating
patients. In addition, the center uses its monthly in-service training days to
discuss opportunities for process and operations improvement. Morale, coop-
eration, and communication have increased as a direct result of the in-service
training days.

Procedures for changing from one job to another within the organiza-
tion should be developed carefully. Lateral transfers can sometimes solve
problems of incompatibility between employees in a particular area. At
other times, an employee may request a lateral transfer because the change
in work is perceived as a promotion. For example, a change from the
records department to the front office might be perceived in this way.
Such transfers can work to everyone’s advantage. However, if transfers en-
courage the best employees of a department to leave for other positions
within the clinic, then the message sent to remaining employees can be
misinterpreted. Job enrichment is important, but reasons for transfers
should be clearly understood. Care should also be taken not to transfer an
employee who is a proven poor performer. Chances are high that the poor
performance will be repeated in the new department.

Separation

Administrators and supervisors must have the courage to take action
when separation is required. Whenever an employee is placed on proba-
tion, it is essential that a decision be made at the end of the probationary
period whether to terminate the employee, extend the probation, or re-
move the employee from probation. The separation process for an em-
ployee who is past the probationary stage must be handled more carefully
than that for an employee who is in the probationary period. Personnel
records should clearly document meetings held with an employee who is
not performing up to expectations. Such documentation should re-
fer specifically to the employee’s deficiencies, and the employee should
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acknowledge in writing that the problems were discussed. Documenta-
tion of a problem with no proof of what was discussed with the employee
has little or no value.

Firing an employee is not only an unpleasant task, but can potentially
be a legal minefield. If it is not done correctly, a wrongful termination
lawsuit could result. The health center’s personnel policies will be the
backbone of its defense in such cases. Two approaches are possible: at-will
statements and just-cause proof. If the health center is an at-will em-
ployer, an employee can be dismissed at any time for any reason. There
should be no problem terminating an employee, whether it is his or her
first or fifth offense. Conversely, if the health center operates in a state
that does not recognize at-will statements, the health center must prove
just cause for firing the employee. In this scenario, it will have to rely on
documentation to prove that the staff member was fired for a valid reason.

It is good business practice to have all departing staff members leave
with a sense of pride. Meeting with the departing person says that the or-
ganization has noticed his or her departure. Departing employees have
high visibility, because the rest of the staff are watching how they are
treated. An organization wishing to impress on its staff members that it
cares about them should implement a policy such as the exit interview.

Reasons that employees voluntarily leave an organization can be deter-
mined with exit interviews. Employees may be reluctant to state their real
reasons for leaving (perhaps out of fear of jeopardizing future references),
so probing questions may be needed. While the median tenure of primary
care physicians in community health centers is three years,!? inadequate
salary is not a primary reason for leaving. Instead, physicians and dentists
cite dissatisfaction with job security and professional autonomy and lack

11,12

of cooperation among major healthcare providers and poor relation-

ships with administrators as reasons for leaving.!?

Impact of Losing a Physician

All health center staff play a role in physician retention, and losing a physician
can have an enormous impact on the center, both financially as well as person-

ally for staff, board members, and patients.14

Loss of Patients and Revenues
Although studies that estimate the specific economic losses to health centers
have not been reported, corporations estimate that losing an executive costs
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two to four times the individual’s salary. The cost of replacing a physician, in-
cluding the search, screening, and interview processes, is estimated to be
$60,000. A signing bonus, moving expenses, and promotion costs are addi-
tional expenses that are part of turnover.

In addition, there is a phase-out period during which the departing physi-
cian is terminating his or her care of patients. Some of these patients may
choose to seek care elsewhere, and the center may see a reduction in users.
During the recruitment period, the health center may have to retain a locum
tenens physician at an estimated cost of $600 to $900 per day plus expenses.
Other costs may include a loss of revenues as a result of reduced productivity
of a new physician. In total, the financial loss associated with losing a physi-
cian may be estimated at between $150,000 and $300,000, depending on the
physician’s length of the search and the amount of lost revenues to the center.

Loss to the Community

Less quantifiable losses are also associated with a physician’s departure. For ex-
ample, the community may tend to view the health center as having “transient
physicians”—an image that is not especially positive. Also, given that most
Americans view themselves as having a relationship with their personal physi-
cians as opposed to an entity such as a clinic or health center, the loss of a
physician can disrupt stable physician—patient relationships.

Loss to Health Center Staff

The loss of a physician can also negatively affect the morale of the health cen-
ter staff. Because quality care to the center’s patients is provided by a team of
caregivers, the exit of a critical member of that team can be a grievous loss. In
addition, staff members may be anxious about the possibility of not finding a
replacement physician and the subsequent effects on the health center’s finan-
cial status and their own job security. Staff may also be anxious about how the
replacement physician will relate to the current provider team. Will a new
provider make changes in the way the team has traditionally functioned?

Loss to the Board of Directors

Health center boards may likewise feel abandoned when a physician leaves.
Given that the board may not be aware of the reasons for a physician leaving
the center, an exit interview by the board or with select board members may
help the board gain a better understanding of physician retention issues at the
center.

Source: Wilhide S. Physician Retention in Community Health Centers. National
Association of Community Health Centers; 2004.
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Turnover rates should be monitored as an early warning sign of organi-
zational or supervisory problems. It must be kept in mind, however, that
turnover rates also reflect the economy. A recession, for example, tends to
reduce the rate of turnover.

COMPENSATION AND BENEFITS

The level of compensation and the duties associated with the position are
closely related. Likewise, the qualifications of the employee are important
considerations for determining compensation. Ideally, compensation
levels and qualifications will have a close relationship. Placing an overly
qualified applicant in a position that is viewed by the employee as unrea-
sonably low in stature contributes to unnecessary turnover. Clarification
of duties and responsibilities assigned to a particular position in the or-
ganization is therefore important.

Compensation

Factors affecting compensation include the rate of compensation in
the marketplace, the relationship between supervisors and employees in the
center, and assessments of employee capabilities. In terms of the market-
place, the level of compensation should be similar to that offered by other
organizations for similar jobs. Typically, community health centers pay
below-market rates. Data from the National Association of Community
Health Centers suggest that primary care physicians who work in rural
community health centers earn perhaps 9% to 12% less than similar doc-
tors do nationally.!> Staff cannot be expected to be compensated signifi-
cantly less than their colleagues, especially given that health centers are
taking care of some of the most difficult patients in our society. Salary sur-
veys should be undertaken frequently to delineate equitable compensa-
tion ranges. In addition, the salary ranges for a particular position should
relate to the health center’s internal job structures. Ideally, jobs carrying
the same level of responsibility should receive equivalent compensation.
Even under the most rational compensation system, however, exceptions
may be necessary to attract or retain employees who are particularly
skilled or to recruit replacements for hard-to-fill positions.
Compensation relationships between supervisors and employee staff
must also be considered when making compensation decisions. At times,
supervisors working on a straight monthly salary may be at a salary disad-
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vantage, if hourly workers in the same department receive higher pay be-
cause they work overtime hours at premium rates. Such factors should be
considered in revising salary ranges.

More-capable employees may be paid better in recognition of the higher
quality of their work. In such cases, evaluation systems used to set pay
ranges must be understood by employees. Otherwise, differences in pay may
be interpreted as favoritism or special privilege, which may lead to dissen-
sion among employees. Although systems oriented toward merit or incen-
tive pay for special performance are highly desirable, they are difficult to
implement and maintain in a community health center. For example, in
evaluating a nurse aide who is responsible to a specific physician, the eval-
uation may be heavily weighted by the physician’s personal opinion of the
employee. The evaluation may include such statements as “best nurse aide
I ever had” or “worth more than anyone else in the clinic.”

An inability to evaluate employees accurately and objectively in com-
parison with other employees can lead to compensation based on fa-
voritism. Because of the difficulty in establishing merit systems that are
fair, larger organizations are increasingly using step-and-range pay systems.
Step-and-range pay systems compensate employees on the basis of tenure.
A range of pay is established for each position, and then pay increases are
given regularly until a maximum rate of pay is reached. These ranges
are also adjusted to compensate for inflation and other market factors.
Within the range, pay differences among employees reflect differences in
tenure, not performance. When such a system is used, employees must be
monitored closely in the first 90 days of employment so that weaker em-
ployees can be weeded out before they move into tenured positions.

The administration of any compensation system requires attention to a
number of procedural factors. One critical issue is confidentiality. From
the organizational viewpoint, keeping salaries confidential is important to
avoid internal friction. However, adoption of a step-and-range pay system,
as well as the process of recruitment, requires salary ranges to be made pub-
lic. Although a given individual’s salary may be confidential, considerable
information about salary may nevertheless be exchanged by employees. For
these reasons, it is important that the salary system avoid any practice that
might be construed as leading to favoritism or special privilege.

In maintaining equity, reevaluating existing positions, and establishing
pay for new positions, a credible salary administration program needs
to be established by a compensation committee. This committee should



290 CHAPTER 10 HR MANAGEMENT IN COMMUNITY HEALTH CENTERS

include managers and supervisors at all levels. It must be a consistent
group of individuals who have the organizational scope and commitment
to maintain the system fairly.

Benefits

Managers and employees sometimes focus too much on direct compensa-
tion and fail to recognize the importance of fringe benefits. Benefits may
vary according to employee position, tenure in the job, and other factors.
They may include retirement, life and accident insurance, disability in-
surance, medical and dental health insurance, vacation time, worker’s
compensation, tuition reimbursement, sick leave, professional organiza-
tion memberships, and other benefits.

Structuring of benefits must take into account the age of the employees
as well as the external marketplace. The types of benefits that are most at-
tractive to employees, for example, may depend in part on the age of em-
ployees. Younger employees may be more interested in dental coverage
and wages, for instance, than they are in retirement benefits. Older em-
ployees, by contrast, may be more interested in retirement benefits than
in life insurance. To gauge how the marketplace is evolving, benefit and
compensation surveys should be carefully performed and analyzed.

One benefit offered at community health centers that helps them re-
tain healthcare professionals is coverage of those employees under the pro-
tective liability coverage through the Federal Tort Claims Act (FTCA). In
essence, malpractice liability shifts from the individual health center to
the federal government, with the costs being paid out of the federal health
center program’s annual appropriation. Health centers deemed eligible by
the Health Resource and Services Administration (HRSA) qualify for
FTCA coverage. The eligibility process covers credentialing of health cen-
ter providers, the health center’s risk management systems, and the cen-
ter’s past claims history. Once a center is deemed eligible, any officer,
board member, or employee of the health center is covered by FTCA.8

PERFORMANCE EVALUATION

Problem Identification and Employee Counseling

Problems can be identified by a variety of mechanisms that are broadly
classified as either operational or environmental. An example of a mecha-
nism for operational identification of a problem is an employee complaint
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to a supervisor or other member of the staff about a specific problem. An
example of an environmental mechanism is review of employee turnover
rates and exit interviews. Other mechanisms for identifying problems in-
clude monitoring absenteeism rates, which assumes that unhappy em-
ployees tend to take more time off from work, and reviewing regular
operating reports, in which supervisors are asked to list problems.

Personal contact with employees can also reveal problems with job sat-
isfaction. The enthusiasm of employees can be measured in many ways if
managers are keenly attuned to this aspect of job performance. In some
organizations, employers conduct employee attitude surveys. To be most
effective, these surveys should be administered by an outside party. Such
surveys can produce excellent information about employee perceptions of
the effectiveness of supervisory structures and the level of job satisfaction.
A commitment to change based on the findings of the survey is essential
to the success of this process.

These and other indicators provide managers with a sense of the state
of employee morale. Of course, a lack of specific problems encountered
on a day-to-day basis should not be taken by itself as an indicator of high
morale. Perhaps managers are so distant from the operation that they are
oblivious to employees true feelings. Thus the lack of recorded problems,
such as failure of the supervisor to monitor employee absenteeism, may
actually be an indicator of a serious problem.

Counseling

Job-related counseling helps build a productive, smoothly working team.
Essentially, two counseling approaches exist: directive counseling and
nondirective counseling. Directive counseling is a fact-finding process re-
lating to a specific problem. The supervisor weighs the facts, advises the
employee, and attempts to motivate the employee to adhere to the advice
given. Nondirective counseling focuses on the person being counseled
rather than on the problem to be resolved. This approach takes a broader
view. Typically, the organization selects the counseling approach that best
matches the problem being addressed. More generally, a good manager
tends to favor approaches that build rapport and contribute to the em-
ployee’s understanding of the larger picture. The manager must sort the
facts of the problem from the projected attitudes of the employee. It is
important to distinguish between factual information and information
that is biased by the employee’s viewpoint.
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There are several requirements for effective counseling. The most im-
portant considerations are to set the stage carefully, create rapport, and
permit the employee to engage in a meaningful dialogue with his or her
manager. It is also important to determine in advance, whenever possible,
when and how closure should take place. This effort requires that the
manager carefully think through strategies that might successfully meet
the employee’s needs.

Performance Appraisal

The continuous process of providing information to a person about his or
her performance is critical to ensure desirable behavior. Organizations
will typically have mechanisms for both informal and formal performance
appraisal. Informally, employees will need to hear with some regularity
about how their work is perceived by others—particularly co-workers,
managers, and patients.

A formal semiannual or annual system of performance review also
needs to be in place. Any evaluation process involves three basic com-
ponents: understanding by both the employer and the employee of the
employee’s assignments that are subject to evaluation; processes and pro-
cedures for conducting the evaluation; and feedback to the employee
about the outcome of the evaluation. Obviously, the effectiveness of the
evaluation process depends on having adequate job descriptions and
reaching agreement among all parties regarding the objectives to be evalu-
ated. The absence of feedback on performance can seriously jeopardize
the evaluation process. Ideally, the evaluation should be documented in
writing and signed by the supervisor and employee, because the employee
may attend to only selective information in an evaluation conference.

Discipline

Disciplining an employee is a complicated process that includes recogni-
tion of the problem and careful assessment as to whether a policy or prac-
tice has been violated. When disciplinary action is in order, disciplinary
policies must be followed carefully to maintain morale and equity of per-
sonnel relationships. The first step in disciplinary action is often a warn-
ing. Careful documentation of any verbal or written warning is essential.
The extent and degree of further intervention by management in discipli-

nary matters depend on the magnitude of the problem. Management
also must assure that a deviation from norms is, in fact, taking place.
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Sometimes many employees may be violating the same rule, but only one
employee is being disciplined. Once disciplinary action has been initiated,
the organization must set a timetable for resolution of the problem. For
example, if the employee is put on probation, the organization must spec-
ify a definite length of time for the probationary period.

A particularly challenging situation is disciplining employees for abus-
ing drugs or alcohol in light of a health center’s obligations under the
ADA. A health center can discipline employees for illegal use of drugs that
affects job performance, for conduct that violates workplace health and
safety requirements, and for violations of the Drug-Free Workplace Act.
The regulations implementing the ADA specifically state that the terms
“disability” and “qualified individual with a disability” do not include in-
dividuals currently engaging in the illegal use of drugs when an employer
acts on the basis of such use. Most health centers are required to comply
with the Drug-Free Workplace Act as a condition of receiving federal
funds. As such, the heath center can prohibit the illegal use of drugs and
the use of alcohol at the workplace by all employees, and it may require
that employees not be under the influence of alcohol or engage in illegal
use of drugs at the workplace.’

SAFETY

Community health centers are usually located near their patients or target
markets. Often these locations are in lower socioeconomic areas, which
may have higher crime rates. One community health center in a large
metropolitan area experienced multiple challenges regarding patients” as
well as staff members’ safety.!® This facility experienced a number of vio-
lent and nonviolent crimes within a year. Violent crimes ranged from ab-
duction and murder across the street from the center to bullets shot
through an employee’s office window. In addition to the violent crimes,
theft of money, purses, wallets, and radios had occurred within the cen-
ter’s building.

The health center’s limited ability to provide a safe environment for its
patients and staff created numerous problems. Patients perceived that the
center was not a safe environment and stopped secking much-needed
healthcare services. Staff recruitment and retention—already a challenge
for the health center—were made even more difficult by the perception
that working at the center was dangerous.
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Several solutions were proposed and implemented by the community
health center’s administrator, but had only limited success in increasing
the overall safety at the center. Resources were simply not available to hire
security officers. Requesting more funding was a laborious process and re-
quired time before resources became available. During the wait, the com-
munity clinic administrator wanted to provide as safe an environment as
possible with the clinic’s limited resources. The following solutions were
implemented: ¢

* Held an annual safety and awareness training

e Trained supervisors on how to handle hostile patients

* Posted “no soliciting” signs around the building

* Installed self-closing and locking door pushbars at entrance and exit
points

* Increased interior lighting and placed outdoor lighting on sensors

* Established agreements with the constable’s department to provide
immediate constable response when alerted

* Created staffing assignments so that three to four employees were
present at all times

The administrator also proposed implementing some additional solu-

tions: 10

* Providing self-defense classes conducted by local law enforcement
officers for all staff members

* Installing door signals with on and off switches to limit access during
less-staffed hours

In an attempt to convince city and county officials of increased crime
in the area where the health center was located, as compared to other ar-
eas, the community clinic director prepared a crime report.'® Ideally,
these data would show that crime was a major problem at the health cen-
ter and the need for security officers would be supported.

TRAINING AND EDUCATION

The process of adequately orienting a new employee so that he or she be-
comes a valuable, informed member of the staff is just the beginning of
employee training. Recruiting experienced health professionals makes this
initial training easier, but the new employee must still be indoctrinated
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with an adequate sense of the organization’s culture. Once the well-
oriented employee is fully productive, the health center must provide con-
tinuing education opportunities so the employee can remain current in
the conduct of his or her professional and practice activities. Research has
shown that members of a highly educated workforce are likely to remain
interested in developing their skills and knowledge over their entire
careers.

One area of training needed in community health centers is in the pro-
vision of culturally effective care. Health centers serve culturally and lin-
guistically diverse communities, and their policies and procedures, as well
as staff members, need to respect and respond to the cultural diversity of
the communities and clients served. To do so effectively, healthcare
providers and nonprofessional staff alike must have a firm understanding
of how and why different belief systems, cultural biases, ethnic origins,
family structures, and other culturally determined factors influence the
manner in which people experience illness, adhere to medical advice, and
respond to treatment.!” Being culturally competent is a way to interact ef-
fectively with diverse patient populations, reduce healthcare disparities,
and improve the quality of care for all patients. Experts draw clear links
between cultural competence, quality improvement, and the elimination
of racial or ethnic disparities in care.!® Hiring staff with language skills
and backgrounds that reflect the communities served is not always possi-
ble. Currently, few professional training programs provide any formal ed-
ucation about culture and its relationship to health, so many healthcare
providers enter the workforce with little or no training in psychosocial is-
sues. Community health centers need to offer training programs to equip
their staff with the tools and skills needed to be competent to provide
appropriate, culturally effective care. Such programs should include edu-
cational modules that emphasize cross-cultural training, effective commu-
nication, and an awareness of the impact of social and cultural factors on

health beliefs and behaviors.
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Family Healthcare Center

The Family Healthcare Center (FHC) is a community health center and resi-
dency program providing primary care to underserved populations in Cass
County, North Dakota, and Clay County, Minnesota, where 45,000 people
live below 200% of poverty.!” Thirty-five percent of clinic patients are mem-
bers of a racial/ethnic minority group. Clinical services and programs, includ-
ing dental care, are targeted to special populations, including homeless,
refugee, migrant, and Native American clients. FHC is the primary care
provider for refugees resettled in the community each year from Europe, Asia,
and Africa by the Office of Refugee Resettlement and local agencies.

In collaboration with the University of North Dakota School of Medicine,
WIC, Migrant Health Services, Head Start, public health, Lutheran Social
Services Refugee Programs, and area mental health agencies, the FHC success-
fully recruits minority providers and clinic staff and maintains cultural diver-
sity with attention to the unique needs of its patient population. The
FHC/University of North Dakota Medical School family practice residency
collaboration enables family practice residents to train in a culturally diverse
environment. The residency actively and successfully recruits minority resi-
dents, including Native Americans.

FHC was the first health/human services agency in this largely Anglo,
Scandinavian American region to use paid interpreters for all appointments
with patients who speak languages other than English. Clinic staff participated
in a task force to establish a community interpreter center, which serves as a
formal training program for all interpreters. The clinic is the largest user of in-
terpreter services in the community. Interpretation is built into the job de-
scriptions of bilingual staff, and training and competence are assessed through
the community interpreter program.

Source: U.S. Department of Health and Human Services, Health Resources and
Services Administration, Center for Managed Care. Cultural Competence Works. 2001.

Educational opportunities are nearly limitless. Professional organiza-
tions, colleges, and continuing education seminars are all options for on-
the-job training and job enrichment. Community health centers have
a number of options, depending on the focus of the training program, the
number of staff members involved, and available resources. The most
popular options are probably sending individual staff members to off-site
workshops and seminars, contracting with experts to train staff members
on-site, and offering in-house training using the knowledge and skills of
the center’s own staff. Adherence to several general principles can help
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narrow the alternatives when deciding on an educational approach for
staff members:

* Provide integrated training toward specific objectives, based on em-
ployee weaknesses and strengths and the organization’s training
objectives.

* Include money in the training budget to cover the significant costs of
employee time for attending training programs.

* Establish policies for selecting employees to attend training and
trainings that employees can attend.

* Require that employees who attend meetings share what they learn
with others on the staff.

LEGAL AND REGULATORY ISSUES

Regulations affecting employment practices are extensive and beyond the
scope of this chapter but are discussed elsewhere in this book. The follow-
ing federal laws generally impact community health centers:

e Americans with Disabilities Act (ADA)

* Age Discrimination in Employment Act (ADEA)

e Title VII of the Civil Rights Act of 1964 (Title VII)

* Employee Retirement Income Security Act (ERISA)

* Group health plan coverage under the Consolidated Omnibus
Budget Reconciliation Act (COBRA)

* Family and Medical Leave Act (FMLA)

 Fair Labor Standards Act (FLSA)

* Equal Pay Act

e National Labor Relations Act (NLRA)

* Labor-Management and Reporting Act (LMRDA)

* Immigration and Nationality Act (INA)

* Occupational Safety and Health Act (OSHA)

* Uniformed Services Employment and Reemployment Rights Act
(USERRA)!9

CONCLUSION

In a service industry such as health care, the workforce component as-
sumes great importance. Hiring and maintaining a qualified, knowledge-
able, hard-working, competent, and reliable staff is one of the most
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important aspects of any community health center’s operations. Strong ef-

forts are required now and over the next several years to recruit and retain

sufficient health professionals, administrative, and other needed staff to

sustain the workforce at current health centers while simultaneously

meeting the demands for health center expansion.
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11

Human Resources in
Physician Practice

Management
Daniel F. Fahey

VIGNETTE

It’s 3:30 p.M. on Tuesday. Your administrative assistant informs
you, the medical group administrator, that a patient is on the
phone with a complaint regarding Dr. Swanson, her primary
care physician. The patient tells you that she has tried to resolve
her issues with Dr. Swanson, but without success. Her chief
complaints are that Dr. Swanson is abrupt, does not answer her
questions, and seems to disregard her request for a specialist
referral. The patient is a member of one of the group’s largest
contracted managed care plans, and she intends to contact the
HMO regarding Dr. Swanson. You assure the patient that you
will investigate the matter and get back to her.

You have heard of other complaints regarding Dr. Swanson,
but this is the first patient you have spoken with personally.
After listening to the patient, you contact Dr. Price, Chief of
Family Practice and Dr. Swanson’s “boss.” Dr. Price reminds
you that Dr. Swanson is board certified in family practice, with
more than 10 years experience. You ask Dr. Price if he has re-
ceived any complaints about Dr. Swanson. He responds that he

301
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has heard some vague complaints in the past, but insists that
Dr. Swanson is an outstanding clinician and the group is lucky
to have his services.

After getting nowhere with Dr. Price, you investigate when
Dr. Swanson’s performance was last reviewed according to hu-
man resources (HR) policy. The HR director reports that there
are only two or three brief scribbled notes in Dr. Swanson’s per-
sonnel file, the last of which dates from more than four years
ago. No documentation indicates that anyone has spoken with
Dr. Swanson regarding his patient relations. Furthermore, the
HR director informs you, this is not unusual. Few physicians in
the group have undergone a formal performance evaluation. It
appears that the situation with Dr. Swanson is symbolic of a
larger issue—the tip of the iceberg, so to speak. As administra-
tor, what do you do to address this situation?

INTRODUCTION

The Medical Group Management Association (MGMA), formed in
1926, defines a medical group as a formal affiliation of three or more
physicians who share income, expenses, facilities, equipment, and staff.!

Currently, more than one-third of all physicians in the United States prac-
tice in over 19,000 medical groups with over 226,000 physicians.?
Medical groups are usually identified as either single specialty (such as
anesthesia, radiology, or orthopedics) or multi-specialty (where physicians
with varied expertise join together for common benefit). Group owner-
ship may be nonprofit, part of a large integrated delivery system, or affili-
ated with a health plan, such as Kaiser Permanente. In the United States,
the majority of physician group practices are for-profit and are owned
by the physicians participating in the group.

While medical groups such as the Mayo Clinic and Scripps Clinic have
existed for decades, the evolution from private, fee-for-service insurance
plans to employer-paid managed care plans created a “strong force driving
physicians to join group practices.” Large medical groups not only en-
joyed certain economies of scale, thereby reducing their overhead costs,
but, more importantly, were able to negotiate effectively with aggressive
managed care health plans.
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This chapter focuses on the practical knowledge, skills, and tasks nec-
essary to effectively manage the human resources function of a small to
medium-sized physician practice, with specific emphasis on single-
specialty and multi-specialty medical group practices in the range of 50 to
200 employees. While the challenges of managing a solo physician office
practice with several employees are significant, a fully organized human
resources department does not become a necessity until the operation
reaches a critical mass of perhaps several dozen employees. Medium-sized
group practices may employ more than 100 clinical and support staff.
When a group expands to this size, the need for a more formal approach
to salary and benefits structure, job classifications, policy and procedure
manual, job training, performance evaluations, and a grievance proce-
dure becomes apparent. No longer are informal communication methods
adequate to meet the needs of the practice. Often, one or more full-time
human resources professionals are employed to handle the myriad tasks
associated with managing a multi-million-dollar payroll, an increasingly
diverse workforce, and the demands of a highly competitive and complex
business.

For the purposes of this chapter, the terms “physician practice,” “physi-
cian group practice,” “medical group,” and “physician organization” are
used interchangeably.

The human resources function of a physician group practice can be ap-
proached from a number of perspectives. This chapter follows a format se-
lected by the American College of Medical Practice Executives (ACMPE),
the professional credentialing organization of the MGMA. In 2001, the
ACMPE created The ACMPE Guide to the Body of Knowledge for Medical
Practice Management.* The Guide sets forth the essential skills and knowl-
edge necessary to be an effective physician practice executive. It encom-
passes skills, tasks, and knowledge in a variety of areas, including finance,
planning and marketing, information systems, governance, business and
clinical operations, and human resources. While mastery of each of these
areas does not guarantee success in managing physician practices, failure
to understand and apply the basic knowledge, skills, and tasks contained
in the Guide will most likely ensure an abbreviated management career.’
Therefore, the chapter topics will parallel those found in the ACMPE
Guide under “Human Resources Management.”
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OVERVIEW OF THE SETTING

According to the U.S. Department of Labor,® more than 1.9 million pro-
fessional and support staff are employed in physician practices and clinics
in the United States. The annual expenditure for physician services in the
United States in 2002 was approximately $340 billion, according to a re-
port published by the American College of Healthcare Executives.” As the
population in the United States continues to age, it is anticipated that
the growth in physician practices will likewise continue, making this sec-
tor of the healthcare industry a consistent source of employment for the
foreseeable future.

Unfortunately for many physician practices, the cost of operations, in-
cluding employee salaries and benefits, has increased faster than reim-
bursement over the past decade.® While total medical revenue increased
52% from 1992 to 2002, total operating costs increased almost 67% in
the same period. During this time period, physician compensation rose
by only 33%.8 According to the MGMA Cost Survey, the primary rea-
sons for this disparity are increased numbers of support employees per
full-time physician and increased salaries and benefits for those employ-
ees.8 MGMA suggests that multiple reasons explain this trend: a shift
of services from hospitals to physician offices, the increased complexity of
medical procedures performed in physician offices, and an increased de-
mand for more administrative documentation and compliance measures.?
As increasingly more medical services are performed on an outpatient ba-
sis due to this practice’s lower charges and greater customer convenience,
physician practice costs will likely continue to grow despite improvements
and clarifications to the federal self-referral laws (the so-called Stark
laws).? Stark laws prohibit physicians from referring Medicare patients to
medical services in which the physician has a financial interest or from re-
ceiving a financial inducement to admit patients to a hospital or other
healthcare setting. Exceptions are made under “safe harbors” provisions
for physicians in group practice, formal hospital affiliation, or managed
care plans. Because the Stark laws are very technical, seeking legal advice
in this area is recommended.

Physician practice administrators and human resources directors are

also encouraged to consult several helpful publications available through
the MGMA:
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* Rightsizing: Appropriate Staffing for Your Medical Practice, by
Deborah Walker and David Gans, 2003.

 The Essentials: 2003 MGMA Survey Results (set of four), including
physician compensation, cost survey, performance standards, and
management compensation survey.

» Group Practice Personnel Policies Manual (set of two), by Courtney
Price and Alys Novak, 2001.

Major Employment Categories

The following is a more detailed breakdown of major employment cate-
gories in physician practice organizations. Ask almost any physician prac-
tice administrator what he or she needs in terms of human resources, and
you will get substantially the same answer: more qualified nurses, better-
trained office staff, and caring physicians.

Nurses. There are approximately 2.5 million registered nurses in the
United States.!? Despite this seemingly large number, a national short-
age of nurses has been well documented.!" 12 It is estimated that the de-
mand for registered nurses exceeded supply by 6% in 2000. This
shortfall is expected to double by 2010 and to increase to almost a 30%
shortfall by 2020.'! Fortunately, this shortfall should have minimal im-
pact on physician practices, as most offices can provide appropriate nurs-
ing care within existing state laws by employing certified nursing
assistants (CNAs) or licensed vocational nurses (LVNs). These individu-
als are more readily available than their registered nurse counterparts, be-
cause the amount of training required is substantially less and
compensation is correspondingly lower. For the most part, physician
practices do not require the same level of training or sophistication as
hospitals do. There are exceptions, of course: Oncology practices, dialy-
sis centers, or certain surgical specialties may require registered nurses
whose enhanced training and skills warrant their greater expense.
Generally speaking, most primary care physician practices and clinic set-
tings do not need a full contingent of registered nurses, which is a signif-
icant cost saving to the practice.

Physician Extenders. One unique feature of physician practices is
the use of physician extenders or mid-level providers in the form of
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physician assistants (PAs), nurse practitioners (NPs), and others.!3
Experts have identified 10 types of nonphysician clinicians.' The physi-
cian practice needs to be cognizant of recruiting opportunities associated
with these highly compensated and often certified or licensed profession-
als. Like physicians, these physician extenders are considered employees,
but they are often treated as a distinct category. They are typically exempt
from overtime rules and may be eligible for performance bonuses, along
with their physician counterparts.

Over the past 10 years, the number of graduating PAs and NPs has
increased by almost 50%.13 In 2005, there were more than 106,000
nurse practitioners and more than 60,000 physician assistants in the
United States.!? These mid-level practitioners and physician extenders
are highly sought after by physician practices for several reasons. First
and foremost, they are able to perform a significant number of duties
traditionally performed by primary care physicians at less than half the
salary cost of an M.D.!> The rapid rise of managed care since the early
1990s encouraged physician practices to employ NPs and PAs who
are fully capable of handling routine primary care problems, leaving
the physician more time to devote to patients with more complex prob-
lems.!3 16 Nurse practitioners and physician assistants also tend to
spend more time with patients, have a greater focus on preventive care,
and are more interested in patient education than their physician

colleagues. 17

Other Clinical Staff. Depending on the size, specialty, and sophistica-
tion, the physician practice may employ a number of licensed or
registered clinical support staff, such as pharmacists, radiology and labo-
ratory technicians, and physical and respiratory therapists. Physician
practices must compete with hospitals and other healthcare organizations
for these highly trained professionals, who are in short supply. Some
physician practices choose to “outsource” or contract with professional
agencies that provide clinical staff on an “as needed” basis. If the need for
clinical staff is consistent and an adequate supply of qualified staff is avail-
able within the community, it makes economic sense to hire such individ-
uals. In contrast, if the volume of work is sporadic or qualified staff is in
short supply, contracting may be more cost-effective and expedient. Each
situation should be assessed on its own merits.
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Office Support Staff. A frequent lament of physician practice adminis-
trators is the lack of qualified office staff to work in areas such as recep-
tion, billing, appointment scheduling, and medical records. In an era of
relatively low unemployment rates and numerous alternative opportuni-
ties, work in a physician office practice, with its typical low pay, high
stress, and limited promotional opportunities, needs to be enhanced to at-
tract and retain qualified individuals. Another factor complicating the
availability and hiring of office staff is the age variation and cultural di-
versity in the United States. Some physician practice administrators con-
tend that the work ethic among younger employees is different than that
found among older employees.!8 Likewise, the influx of foreign-born im-
migrants to the United States, with accompanying language challenges
and cultural differences, places additional burdens on the human re-
sources environment. The result is potential misunderstanding and
conflicts, and “in some cases, outright animosity.”19 (P-7) Nonetheless, at-
tracting and retaining a cadre of patient-friendly and technically compe-
tent office support staff is crucial to the successful operation of any
physician practice.

Kennedy!? identified the following age-related staffing concerns for
physician practices:

A management deficit. Younger workers don’t want to be managers,
with the attendant pressures and longer work hours.

* Lack of loyalty to the employer. Experienced staff have multiple job op-
portunities and are quick to leave a job that offers little incentive to
stay.

* A shortage of medical personnel ar all levels. This shortage includes
nurses, physician therapists, pharmacists, and billers and coders.

The HR department can make a substantial contribution in this area
by arranging for multicultural and diversity courses to be offered to em-
ployees. Often, university faculty have designed courses that may be cus-
tomized for physician practices.

Caring Physicians. Another deficit in human resources is caring
physicians. Physician dissatisfaction with the business of medicine in
the modern era, which is often focused on health maintenance or-
ganizations (HMOs), is well known and thoroughly documented in the
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literature.20-23 As managed care, Medicare, Medicaid, and private insur-
ances have reduced reimbursement for professional services, while at the
same time patient demand for services and the threat of malpractice suits
have multiplied, it is no wonder that physicians have become frustrated
and angry over their loss of autonomy and income. According to a recent
MGMA survey,?4 physicians are working longer hours for less compensa-
tion than in previous years. To make up for this loss of income, physicians
have resorted to seeing more patients during office hours, meaning that
they spend less time with each patient. The result is reduced patient satis-
faction, increased physician hostility, and increased staff turnover—a
lethal combination. Physicians are leaving medical groups, looking for
more satisfying practice situations, and medical groups are seeking to hire
physicians who have not yet “burned out.”

Physician Influence in Human Resources

Managing human resources in physician practices is especially difficult
due to the unique presence and influence of physicians within the prac-
tice. As Mertz states when referring to physicians, “When not governing,
they are, essentially, employees.”? (- 23) Unlike hospitals or other health-
care organizations in which the physician is often an infrequent visitor, at-
tending to his or her patients before and after a busy office practice,
physicians in medical group practices spend the majority of their time in
the office, surrounded by staff who are technically or nominally in their
employ.

This proximity to the workplace can be either good or bad, depending
on the organizational culture, attitudes of the physicians, stress tolerance
of the practice administrator, and other factors. It is not uncommon for a
physician/owner of a medium to large practice to attempt to treat the
practice as his or her own fiefdom. Such an attitude creates havoc with the
HR department, which is responsible for supporting myriad rules and
regulations. The most common problem is the physician who wants to
“fire” or transfer his or her nurse for some real or imagined infraction,
without benefit of any prior counseling or warning. The HR staff must be
firm but diplomatic in dealing with the physician/owner, preventing both
a blowup by the physician and a lawsuit filed by the employee for an un-
lawful termination. A periodic review of HR policies and procedures at
appropriate physician committees and board meetings is one method of
reducing the potential for embarrassment—or worse.
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Physicians add a level of complexity to the human resources function
that does not exist in most other healthcare enterprises. For example, physi-
cians tend to reward or sanction employees based on their personal percep-
tion of the situation and/or relationship with the employee; they are not
necessarily concerned with consistency or due process. Physicians are more
concerned—as they should be—with the direct effects they and their em-
ployees have on patient care than with the subtleties of employment law, job
classification, or salary structure. Physician/employee issues tend to take on a
more personal tone rather than an organizational perspective. This scenario
makes managing the human resources function of a 10- to 50-physician
group practice extremely challenging. As the group expands into the
100-plus physician range, the issues tend to change and become more like
those of a hospital or more traditional healthcare organization. In very large
medical groups, the organization becomes more bureaucratic and the indi-
vidual physician is less likely to behave like an entrepreneur or owner.

Legal Structure

While this chapter will not go into the legal structure of physician prac-
tices in depth, it is necessary to acknowledge that medical groups may be
organized in a variety of legal ways: single proprietorships, partnerships,
shareholderships, limited liability corporations, subchapter “S” corpora-
tions, and medical care foundations, among others.? 26 Some or all of
the physicians participating in the medical group may be “owners” of the
practice; others may be “employees”; and still others may be serving under
a personal services or independent contractor agreement. Each of these
arrangements presents different challenges to the human resources func-
tion and further differentiates physician practices from other healthcare
organizations. Regardless of the type of ownership, the human resources
policies and procedures for the medical group should include provisions
for dealing with employment issues generated by physicians. Therefore,
this chapter will make special note of issues unique to the employment of
physicians by medical groups.

STRATEGIC PLANNING

A well-organized human resources department can be of significant bene-
fit to physician practices in the area of strategic planning. Because the ma-
jority of a medical group’s assets are found with its employees, a careful
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analysis of workforce issues may help the group identify its current and
future needs, such as physician and management succession planning,
employee skills inventory, potential training needs, and competition for
highly trained individuals. The HR department can be helpful in identi-
fying difficult-to-recruit and -retain staff, compensation and benefits
trends, and general performance evaluation deficiencies to enhance the
workforce and help the group achieve its strategic initiatives.

COMPENSATION AND BENEFITS

The oft-repeated phrase from the movie Jerry Maguire, “Show me the
money,” also applies to physician practice management. Employees in
every job classification, including physicians, are understandably inter-
ested in earning the maximum possible compensation. The employer,
whether physician- or corporate-owned, is often interested in paying the
minimum possible compensation while attracting and retaining compe-
tent personnel. The trick is to balance these two competing priorities
while staying within legal bounds and competitive market pressures. Thus
compensation and benefits design is one of the most critical and complex
tasks handled by the human resources function.

Right or wrong, most of us equate our value to an organization to how
much we are paid, especially in relation to others within and outside the
organization. Unless we are independently wealthy, so that travel or golf
in Hawaii is perhaps an option, most people have to work for a living dur-
ing the bulk of their productive lives. What we are paid for our efforts is a
reflection of our “worth” in the market and the value placed on our efforts
by the organization. Maintaining the appropriate balance between per-
sonal and organizational values is critical for both attracting and retaining
qualified employees.

In the healthcare industry, physician practices typically compensate
their employees at a level somewhat below their counterparts in hospitals
and other sectors of the industry.?” The counterbalance to this inequity is
that physician practices tend to have more predictable work hours, are of-
ten open 9 A.M. to 5 P.M. on weekdays, and place a less demanding phys-
ical workload on employees due to the ambulatory nature of the patients.
Regardless of the merits of this debate, the reality is that physician prac-
tices must compete for employees within the same basic labor market as
other healthcare organizations. Therefore, it behooves the practice to for-
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malize a compensation and benefits plan that is consistent, is internally
equitable, is affordable within the financial realities of the practice, re-
wards employees for meeting organizational goals, and is competitive
within the local market.

Compensation Strategy

Strategically, the physician practice may wish to compensate its employees
at a rate higher than the average in the community. This approach will
most likely attract more qualified applicants and retain quality personnel,
but may conflict with the desires of the physician owners to maximize
their income. Generally speaking, any profit derived from the activities of
the physician practice belongs to the physician owner(s), unless the prac-
tice is nonprofit or owned by a corporation. (Physician compensation will
be addressed later in this chapter.) By contrast, achieving a reputation as
the lowest-paying practice in the market will discourage highly qualified
candidates and may contribute to excessive turnover, which is both ex-
pensive (due to recruitment and training costs) and disruptive to patients
and other staff. Striking a happy medium is, therefore, often the goal of
physician practices.

Several methods may be used to ensure that the practice is attractive
and competitive from a compensation perspective. The easiest (but po-
tentially risky) is to establish an informal relationship with the nearest
competitors and share information. Discussions about compensation
ranges, rather than specific rates, are less problematic and preserve indi-
vidual confidentiality while achieving the intended purpose. Anonymous
surveys—especially when they are conducted by third parties, such as re-
gional, state, or national healthcare trade organizations like the
MGMA—offer objective salary and benefits data to members. Another
informal approach is to have current employees respond to job ads to ob-
tain salary ranges, although this strategy could have unintended (and un-
happy) consequences. Finally, if exit interviews reveal that your employees
are leaving mainly for salary reasons, it is a tipoff that your compensation
plan needs an overhaul.

Compensation Plan Approval Process

From the HR department’s perspective, it is important to establish a writ-
ten compensation and benefits policy and procedure. To avoid chaos, and
perhaps a lawsuit, it is critical that the organization develops a formal
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approval process that delineates who has the authority to set salaries or
salary ranges, who approves changes to benefits, which specific compensa-
tion model is to be utilized by the practice, and who approves individual
pay increases. In a small physician practice, it may be acceptable to pay dif-
ferent staff members different rates of pay, based on their longevity, skills,
and perceived value to the practice. In large groups, it is highly problematic
to pay differentially for anything other than objective and verifiable rea-
sons. It is acceptable, however, to offer a “pay for performance” bonus or to
tie compensation to incentives or specific job skills. For example, if an em-
ployee meets certain preestablished performance goals or secures a certifi-
cate or credential to perform certain tasks beyond the normal scope of the
position, additional compensation is justified and appropriate to retain a
motivated employee. Schneck?® suggests a variety of incentives, including
bonuses, profit sharing, stock ownership, and gain sharing, depending on
the legal structure of the specific physician practice.

Every practice should establish a consistent approach to modifying the
compensation system, granting salary increases, or changing benefits.
Either the governing authority, such as the board of directors or the exec-
utive committee of the board, or the chief executive officer, on behalf of
the governing authority, should periodically review and approve any
changes to the compensation and benefits plan. Groups are advised to
seek qualified legal counsel in the form of a labor attorney to review both
the initial plan and any subsequent material changes.

Compensation Models

As with many other healthcare organizations, a number of models may be
used to determine employee compensation in a physician practice organ-
ization. Specific methodology and examples are provided elsewhere in this
book. Generally, the job description of each position determines the pay
grade, as job titles may be misleading.?? Often, a large medical group will
have dozens of job classifications and pay grades.

Some of the more common compensation models used by physician
practice organizations include the following:

* Benchmarking, where positions are usually those that (1) are impor-
tant to the organization and represent a cross section of the organiza-
tion; (2) vary in job requirements, skills, and training; (3) do not
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change over time; and (4) are generally used in the industry to track
wages and benefits?”

» Market-driven approach, which pays whatever the market demands
for a given position, especially in highly competitive areas

* Broad-banding, which uses fewer but broader (hence the name) pay
grades; is simpler to use and thus less cumbersome than the more
traditional multiple pay grade method; and is found in flatter, less
hierarchical organizations

* The widely used point system, which is based on a series of compen-
sable factors, such as education, job knowledge, job skills, experi-
ence, credentials, and working conditions, broken down into
compensable factors that are weighted by points

* Pay for performance, which closely aligns the organization’s mission,
values, and goals with individual employee performance to produce
a “win/win” outcome

Physician Compensation and Benefits

There is an old saying in medical group practices: “There are three physi-
cian compensation plans—Iast year’s, this year’s, and next year’s.” Simply
stated, the variety and complexity of physician/owner compensation
plans is too great for an in-depth discussion in this general chapter on hu-
man resources. Several texts and articles, including those by Benedict,?
Fried and Johnson,3! Gulko,2° Keagy,32 Poplin,33 and Ross, Williams,
and Pavlock,3* offer more extensive explorations of this topic. However, a
brief discussion here is warranted, due to the importance of this topic in
physician practices.

When it comes to hiring physicians for a large medical group practice,
compensation and benefits are often treated separately from those of
other employees. However, the same caveats apply. Be sure to have a writ-
ten and approved compensation and benefits plan that is both competi-
tive and internally consistent. Physicians talk to each other, both inside
and outside the medical practice. They are quite knowledgeable about
salaries and benefits, and they are not shy about confronting management
and the governing authority regarding a real or perceived inequity.

Regional and national physician group associations, such as the MGMA,
maintain current comparative salary and benefits data, so that member
groups may offer competitive compensation. Typically, an employed
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physician will be offered a professional services agreement that stipulates
a monthly salary, fixed benefits (e.g., paid health care, disability and
life insurance, three to four weeks vacation per year, perhaps a paid week
or two for continued medical education), and perhaps other benefits such
as a retirement plan. In many cases, the initial salary, while important,
is less critical than the chance to become an owner of the medical
group. With ownership comes the opportunity to share in the profits of
the practice instead of working by the hour. However, an associated
downside risk comes with ownership: If the physician practice experiences
severe financial difficulties, the owners may have to personally fund any
deficits.

Alternative Compensation Methods

Several methods of physician compensation other than straight salary ex-
ist. Some medical groups choose to compensate their physicians based on
productivity, especially if the practice receives a majority of its income
from fees for service. Some groups combine salary with a percentage of
each physician’s collections and/or relative value units.>> These groups
will argue that a straight salary arrangement does not motivate a physician
either to see more than the average number of patients or to seek ways to
increase ancillary revenue. Conversely, pay based solely on productivity
may lead to “churning” (i.e., bringing back patients for unnecessary visits)
or encourage redundant or perhaps unnecessary ancillary tests and proce-
dures. At best, a productivity-based model places greater risk on the indi-
vidual physician that may be problematic for the newly hired physician.2°
If the medical group has a high percentage of patients enrolled in HMOs,
where compensation is based on capitation, or where a fixed monthly
payment is made prospectively, the more care rendered that is not med-
ically necessary and appropriate, the greater the negative impact on the
group’s profitability. For many physician practices, a reasonable combina-
tion of salary plus incentive bonuses based on productivity and patient
satisfaction seems to be a satisfactory formula.

Regardless of the specifics of the plan adopted, it behooves the group to
consider its financial position and method of reimbursement for the ma-
jority of patients before embarking on a new or revised physician com-
pensation plan.
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Redesigning a Physician Compensation Plan

36 (p. 293

Porn ) suggests the following steps in redesigning a physician prac-

tice compensation plan:

1. Select the compensation redesign committee.

2. Determine the overall compensation philosophy and objectives.

3. Match the corporate strategy and alternative compensation for-
mula components.

4. Develop a conceptual design for the proposed formula.

Model the proposed methodology.

Meet with key constituencies and highly affected specialties and

individuals.

Determine the payout schedule and cash flow.

Design an appeals process.

Design a transition plan as necessary.

S

SANR SN

10. Roll out the compensation strategy.

This process may take as long as a year to implement fully. While some
shortcuts may be possible, especially with a smaller, single-specialty physi-
cian practice, sufficient time should be allocated to this effort to avoid
conflict and confusion. All key participants need to fully understand the
impact of the new compensation plan, especially if it is substantially dif-
ferent from the previous plan. As Porn observes, “Equity of physician
compensation is one of the most contentious issues that practices
face.”36 (P- 309 The axiom, “Do it right or don’t do it at all,” should guide
practice administrators who are unfortunate enough to be part of this
process. Nothing will get a physician practice administrator fired more
quickly than messing with physician compensation, so if there is a com-
pelling reason to change physician compensation plans, following Porn’s>®
strategy is good job retention advice for practice administrators.

Academic Practices

The problems of compensation are somewhat different if the physician
practice is affiliated with an academic medical center or if it is tradition-
ally hospital-based, such as an anesthesia, emergency, pathology, or radiol-
ogy practice. In these situations, physicians are usually compensated by
salary. They are often responsible for supervising other physicians in train-
ing or have certain administrative duties as program directors.
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Academic center physicians are often affiliated with “faculty practice
plans.” This type of physician practice does not generally lend itself to
bonus arrangements or ownership of the group. The “faculty practice
plan” may receive a substantial proportion of its reimbursement from
Medicare or Medicaid and perhaps research grants. For this reason,
salaries are invariably lower than those in the private practice sector.?’
However, there are offsetting benefits to being associated with a medical
school or teaching hospital, such as time for research and consulting and

the prestige of working in a teaching or research center.

Physician Employment Agreements

While not legally mandatory, it is advisable for physician practices to cre-
ate and implement a standard physician employment agreement. Because
physicians are at the heart of the medical practice, are usually the most
highly compensated employees, and may be owners of the practice as well
as employees, it is advisable to engage legal counsel when preparing a
physician employment agreement. According to Fitzgerald, Burkett, and
Key,3” this agreement should address a variety of issues: compensation,
hours of work, benefits, malpractice insurance, hospital privileges, obliga-
tions of the physician, obligations of the employer, mutual obligations,
terms and termination provisions, intellectual property, noncompliance
clause, and regulatory issues. A well-formulated agreement will address
substantially all of the relevant issues between the physician and the prac-
tice and, ideally, will establish expectations in advance of any problems. In
many ways, the document can be thought of as a “prenuptial agreement”
between the parties.

Independent Contractors

While employment is the most common method of securing a pro-
fessional relationship with physicians, an alternative is to enter into a
professional services agreement or independent practitioner contract.
From the Internal Revenue Service’s perspective, the key issue to consider
is the degree of control exercised by the physician practice over the phy-
sician or other professionals.’® Generally speaking, a “contracted” physi-
cian must comply with the practice’s HR policies regarding treatment of
staff. From the HR perspective, the relationship between the contracted
physician or other professional and the employees of the physician prac-
tice must be handled somewhat delicately. For example, a nurse assigned
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to work with a contracted physician is professionally under the supervi-
sion of the contracted physician, yet an employee of the practice or group.
It is generally a good idea for the practice to designate one employed
physician—perhaps the group’s medical director—to serve as a liaison
with the contracted physician to ensure that all human resources policies
and procedures are honored. As with other contracts, consultation with
the organization’s legal counsel is advised to avoid unpleasant situations.

RECRUITMENT

One of the most persistent problems in the healthcare industry is attract-
ing and retaining qualified staff at all levels of the organization. Most
difficult to recruit and retain are nurses and other highly trained profes-
sionals, who are in short supply and have numerous job opportunities.
Every decade or so, a nursing shortage occurs and puts pressure on all seg-
ments of the healthcare industry to increase the number of nurses gradu-
ating from training programs, increase salaries and benefits for nurses,
and create an environment that forces the industry to become more
creative in its recruiting programs. The United States is currently in the
midst of such a crisis. Nursing and other clinical professions are not
the only positions in short supply, however. Billing and coding staff, data
analysts, computer programmers, and others are also in great demand,
and the healthcare industry has to compete with other industries for per-
sonnel to fill these positions. While they are often at a competitive salary
disadvantage, physician practices must nevertheless recruit qualified staff
to satisfy the demands placed on physicians from patients, insurance
companies, and the government.

Recruitment Process

The recruitment process is one of the important components of the hu-
man resources program. After all, without an ongoing infusion of quali-
fied and committed personnel, the physician practice will eventually
grind to a halt. Fried® suggests that a human resources plan include the
following elements:

* A specific recruitment strategy

* An understanding of the type of individual needed by the organiza-
tion

* A systemized approach to recruitment and hiring
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* A clear statement as to how human resources support organizational
goals

* An understanding of past recruitment practices

* A skills inventory of internal employees

When all costs are taken into consideration, recruitment is very ex-
pensive and should not be approached haphazardly. Large healthcare
organizations, including the larger medical groups, often have a well-
thought-out recruitment strategy that accounts for the relative costs
of advertising, referral bonuses, recruitment agency fees, travel and reloca-
tion expenses, and outsourcing. Additional costs in the recruitment
process include examination fees, reference and security checks, drug
screening, orientation, and training.

Internal Versus External Recruiting

Recruitment from within the organization may be more desirable and less
costly than relying on external candidates. Some of its advantages follow:

* Job orientation and assimilation into the organization’s culture may
go more quickly.

* The organization already knows the work ethic of the candidate.

* Opverall morale is enhanced when people are promoted from within.

However, there are some negative side effects:

* Morale may decrease among those not selected.

* Internal recruiting may discourage new ideas and promote “in-
breeding.”

* It may leave other holes to be filled by external recruiting.

The organization should seek to meet its staffing needs by balancing
recruitment between internal and external candidates. As a practical mat-
ter, it is often impossible to select candidates exclusively from within the
organization, especially in physician practices, because most existing em-
ployees do not have the skill sets or credentials to perform many of the
tasks necessary. Nevertheless, it is important, for both legal and practical
reasons, to post job openings before going to the external market. Perhaps
there are talented and qualified internal candidates available who other-
wise would not know of the job opening. This step also allows current
employees to share information about the job opening with friends or ac-
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quaintances who may be interested in applying, thus saving some recruit-
ing costs.

SELECTION

The next step in the process is the actual selection of a candidate for the
available position. As a general rule, the physician practice should “maxi-
mize the possibility that the right candidate will select the organization af-
ter it makes a job offer.”3? - 120) Specific selection tools are often used to
ensure that the candidate is qualified for the position. These tools should
be both reliable, meaning that they are dependable, consistent, and valid,
in that the tool measures the applicant’s ability to perform the essential
duties of the job. A valid tool might be to require that a laboratory tech-
nician applicant perform certain lab tests that demonstrate proficiency.
Some organizations also require candidates to take psychological tests to
determine attitudes, personality, or cognitive reasoning,.

Reference Checks

Not surprisingly, some physician organizations are in such a hurry to
place a candidate in the job that they ignore an important step in the se-
lection process—namely, checking references from previous employers.
Failure to adequately check references may result in hiring an unqualified
or undesirable employee or—even worse—hiring a true liability, as any
malpractice attorney will confirm.*® Unfortunately for the physician
practice seeking information from previous employers, often only dates of
hire and termination, job title, and salary are given for the former em-
ployee. Given that an estimated 30% of individuals misrepresent or fabri-

cate their résumés, obtaining a true work history is problematic.*!

Reducing the Hiring Risk

There are several ways to substantially reduce the risk of giving and re-

ceiving references:4!

* Ask the job candidate to sign a waiver or release to allow the prospec-
tive employer to contact previous employers for references.

* Never volunteer negative information or make unsolicited com-
ments.

* Limit comments to those related to job performance.
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* Fully document all attempts to secure references.

* Fully document all facts learned during a reference call.

* Give specific facts without labeling them as positive or negative.

* Inform terminated employees that the reason for the termination
will be given to prospective employers if requested.

* If possible, say something positive about the former employee to re-
duce a potential claim of bias.

* Don’t offer “off-the-cuff” remarks that are unsolicited or are not
factual.

Rather than performing background checks themselves, some physi-
cian practices choose to use national companies for this purpose.4 This
tactic does not absolve the physician practice from making a hiring mis-
take, but it substantially reduces the risk of any misadventure.

Nurse Recruitment

While there is a continuing shortage of registered nurses nationally, med-
ical group recruitment is somewhat easier than hospital nurse recruit-
ment. For many nurses (the majority of whom are female), the regular
and consistent working hours in physician practices are far superior to the
varied shifts and overtime found in many hospitals. The working hours
for many medical groups allow nurses to maintain reasonable working
hours, allowing for family responsibilities. Seldom is overtime a require-
ment in medical groups, and the pace of work is more consistent and pre-
dictable. Compensation levels may be somewhat lower than those found
in comparable jobs elsewhere, but lifestyle and working conditions often
counterbalance the alternatives. Because most medical groups depend on
nursing assistants for the bulk of their clinical activities, registered nurses
are often employed in supervisory or technical positions that are less de-

manding physically.

Physician Recruitment

While hiring clerical or support staff is important for any physician prac-
tice, hiring physicians is a substantially more critical issue, because a
physician is not only the primary care provider in the organization but
also the primary generator of income for the practice. Thus the cost of
physician turnover in a medical group practice is too great to endure any-
thing more than reasonable change. One knowledgeable observer suggests
that the true cost to a medical group of recruiting a physician often ex-
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ceeds the cost of the physician’s first-year salary.43 An urban area that in-
cludes one or more medical residency programs may offer more opportu-
nities for identifying and attracting new physicians to the group. Rural
areas may have to rely on paid physician recruiters to identify potential
candidates. If the medical group offers the prospective physician candi-
date the potential of a partnership or shareholder status, then the process
for achieving that milestone should be well articulated during the initial
interview. It is inappropriate, and perhaps unlawful, to do a “bait and
switch” after the physician has performed satisfactorily for the required
number of years with the expectation that a partnership or shareholder-

ship will be offered.

Legal Issues in Recruitment and Selection

This chapter does not offer any detailed discussion regarding legal issues
impacting recruitment and selection. Readers are encouraged to seek au-
thoritative texts and articles or obtain legal advice on this topic. For the
purposes of this chapter, however, it is relevant to comment on three fed-
eral laws that impact the hiring process: Title VII of the Civil Rights Act,
the Equal Pay Act, and the American with Disabilities Act of 1990.

Title VII of the Civil Rights Act of 1964 prohibits discrimination based
on gender, race, religion, or national origin. While overt discrimination is
relatively easy to recognize and document, more subtle abuse is less read-
ily apparent and more difficult to prove. It is unlawful according to the
Equal Pay Act of 1963 to establish different pay levels for males and fe-
males or for any other “class” of employees. The axiom, “Equal pay for
equal work,” should be the guideline for physician practices. Finally, the
Americans with Disabilities Act of 1990 stipulates that prospective employ-
ees with disabilities may request that the prospective employer make rea-
sonable accommodations. The employer may legally decline to hire a
disabled person if the disability would endanger the employee, other em-
ployees, or patients. The HR department should be versed in the nuances
of this act, as it has far-reaching consequences for the physician practice.

Other Legal Issues

A number of other state and federal laws govern the conduct of physician
practices. While all are relevant, several offer unique challenges to physi-
cian practices.

The Family and Medical Leave Act presents a specific challenge to

physician practices, as a relatively large number of employees are female
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and tend to assume the primary responsibility for child rearing and, in-
creasingly, care for aging parents.* Federal law requires that employers
provide up to 12 weeks of unpaid leave for family or medical emergencies.
During this time, the employee’s job must be held for his or her return,
and the employer must continue to pay most benefits, including medical
insurance. Where state law regulating family and medical leave provides
more protection to the employee, the state law prevails over federal law.

The Age Discrimination in Employment Act of 1967 also places restric-
tions on physician practices, making it illegal to discriminate in em-
ployment of individuals 40 years of age and older. If the physician
organization terminates or lays off older employees, it may be subject to
legal action if it can be shown that the organization engaged in a pattern
of age discrimination.

The Fair Labor Standards Act establishes the minimum wage and regu-
lates which employees are exempt from receiving overtime for hours
worked. Because physician practices often hire inexperienced, minimum-
wage employees, and often require that employees work overtime due to
the nature of the business, the Fair Labor Standards Act has significant
implications for physician practices.

Exempt versus nonexempt employees relates to who is entitled to receive
compensation for working overtime. Generally speaking, exempt employ-
ees, including management and most professionals, do not receive addi-
tional compensation for hours worked beyond the normal 8 hours per
day or 40 hours per week. Nonexempt employees are usually entitled to
compensation for working overtime or on holidays. Given that state laws
may vary regarding to this issue, the HR department should be conver-
sant with current law.

When in doubt as to the legality of employment practices within a
physician group, consult the Uniform Guidelines on Employee Selection
Procedures in the Federal Register 1978. These Guidelines help interpret the

rules regarding compliance.?!

TRAINING AND EDUCATION

Employee Orientation

A thorough employee orientation should set the tone for a long-lasting re-
lationship between the employee and the organization. All too often, the
practice is in such a hurry to put the new employee to work that key ele-
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ments of the orientation are either ignored or delayed, creating a gap in
the employee’s knowledge of the practice and contributing to a limited as-
similation into the new culture.

Ideally, orientation should occur before the employee begins his or her
regular work. Such matters as fire and safety (OSHA) rules, workplace
practices, explanation of benefits, discussion of the Employee Handbook
(see Exhibit A), introduction to key services and individuals, and other
important topics are usually covered during orientation. Waiting for days
or weeks before orienting a new employee is not desirable for either the
employee or the organization. As a practical matter, however, smaller
physician practices may schedule orientation sessions only once a month
or once a quarter. In this situation, the employee’s supervisor or lead per-
son in the department should provide the new employee with a basic ori-
entation until such time as a full orientation can be arranged.

Physician Orientation

All too often, a new physician is hired, is assigned an office and staff, and
starts seeing patients without sufficient orientation to the organization.
Wendling-Aloi#> suggests that the practice organization provide an op-
portunity for the new physician to engage in the following activities:

* Learn the history of the practice
* Learn its mission, vision, values, and strategic initiatives
* Understand the benefits package
* Meet the administrative staff as well as fellow physicians

It is important that new physicians be assimilated into the practice as
soon as possible, not only to allow them to become economically produc-
tive, but also to avoid creating human resources issues with staff. A new
physician, especially a newly graduated resident, may not be accustomed
to functioning in a non-teaching setting, where patient satisfaction and
efficiency of time and resources are critical for the success of the physician
practice. According to Wendling-Aloi,*> a thoughtful orientation pro-
gram will achieve the following results:

* Reduce turnover and increase retention of all staff

* Improve productivity

* Improve patient safety

* Reduce penalties for infractions of governmental regulations
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Enhance communications
* Provide a mentor to the new physician

Have profound, lasting results

From a practical perspective, appropriate patient charging, coding
compliance, utilization and referral processes, laboratory and imaging
services, transcription, medical records, and appointment scheduling are
just a few of the many subsystems critical to the success of the physician
practice. Any new physician should rapidly become familiar with them.

Organizational Culture Integration

Hanson*

¢ suggests that it is critical for the physician practice to develop
methods to culturally integrate the new physician into the practice.
Indicators that the practice exhibits cultural integration include the

following;:

* Willing to delegate authority and give up individual autonomy
e Able to work collaboratively to solve problems

¢ Committed and/or willing to follow group goals and directives
* Accepting of consolidation of practices and economies of scale
* Willing to share income, expense, and/or governance

* Focused on the long term and the short term

* Willing to deal with problems of other group physicians

As Wendling-Aloi observes, “strong leadership—both physician and ad-
ministrative—must exist for a successful cultural orientation.”#” ®-9) This
leadership does not necessarily come easily, so significant effort must be
expended to make the physician orientation process successful.

One of the important roles of the HR department is “improving the
organization’s effectiveness by providing employees with the learning
needed to improve their current or future job performance.”*® Thus
training is highly focused on knowledge, skills, and abilities. Knowledge is
both remembering and understanding information; skills are the capacity
to perform specific tasks; and abilities are the physical, mental, or social
capabilities necessary to function at a certain level.

According to Leahy, “poorly trained front and back office staff cost
practices plenty.”4? - 22) Not only are poorly trained staff less efficient in
their use of time, but practices can experience failures to collect money
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through inaccurate documentation and billing, fail to receive authoriza-
tion to treat under an HMO arrangement, and lose valuable customers
due to rudeness or inattention. Employees at all levels in the organization
can benefit from enhanced technical knowledge and skills and from
greater attention to customer service needs. Physician practices should
consider compensating employees who seek out employer-sanctioned ed-
ucation by various methods, including tuition coverage, release time,
training reimbursement, and other methods. While employees benefit di-
rectly from additional training, so too does the physician practice.

Role of Trainer

Depending on the size of the physician practice, Leahy*’ suggests that it
may be cost-effective to designate a full- or part-time trainer to achieve
the following:

* Develop a training curriculum and materials to address specific
needs of the practice

* Address staff questions as they occur

* Develop and document comprehensive training policies and proce-
dures

e Train small groups in customer service

* Identify individual employee training needs

* Recheck employees on process and procedure to confirm that the
initial training has been effective

* Establish benchmarks or targets for performance improvement

Where possible, it is desirable to appoint an internal candidate to the
training position, assuming the employee is experienced in a variety of
functions and has a positive attitude toward the organization. The train-
ing program should not only seek to enhance current knowledge and
skills, but also anticipate the need for new knowledge and skills. For ex-
ample, if a physician practice expects to acquire a new piece of diagnostic
equipment or a new computer application, training should begin in a
timely manner to take full advantage of the innovation. In some cases,
new staff may need to be recruited and then trained to meet the demands
of a new service or program. It therefore behooves the HR department to
keep in touch with key operating departments to discover training needs
in advance of implementation.
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Training and Motivation

Linking job rotation, job sharing, and cross-training with enhanced em-
ployee motivation is one method of improving employee performance
and enhancing organizational outcomes.”® Casebolt and Barton®! sup-
port this concept and take it one step further by suggesting that employ-
ees become more motivated when they are involved with redefining their
jobs. Management should take the lead in providing coaching to employ-
ees to help staff identify how each job affects others and address ways to
simplify or eliminate tasks so as to improve workplace processes. In physi-
cian practice settings, it is extremely economical to cross-train employees
in front-office duties, such as receptionist, billing, scheduling, and other
clerical tasks, rather than hiring temporary help to perform these duties.
Fortunately, many medical assistants employed in physician practices
have graduated from practical training programs that prepare them for
the multiple assignments that are routine in most practices. Offering pay
incentives to learn multiple tasks is one method of ensuring that employ-
ees are cross-trained in the event of illness, vacation, or other absences.

Job Rotation and Cross-Training

There may be value in considering cross-training or rotating employees
who have been in their individual jobs for years. At a certain point, any-
one may stop learning and become bored with relatively routine duties. If
an employee has reached the top of his or her ability to be promoted, or
no promotional opportunities are available, consideration should be given
to rotating job assignments or reshaping jobs to match employee inter-
ests.”® While this practice may appear costly initially, in the long run it
encourages retention of superior employees, produces a more flexible and
innovative workforce, and enhances job satisfaction, which in turn creates
a more satisfying work environment for both staff and customers.

Positive Training Environment

The embrace of job rotation and cross-training would suggest that the
physician practice should strive to become a positive training environ-
ment, in which top management and employees at all levels of the organ-
ization recognize the desirability of continuous learning to improve
individual and group performance, to share knowledge and ideas, and to
foster coaching and reinforcement of newly acquired knowledge and
skills.%® Training to enhance job performance and job satisfaction should
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permeate the organization; it should be consistent; and it should be re-
warded. Unfortunately, training may be “put on the back burner” when
resources become scarce, only to be resurrected when a new supervisor is
appointed or turnover creates a shortage of experienced staff. Training,
like quality improvement, should be constant and permeate the entire or-
ganization. It should not be viewed as a luxury, but rather as a necessity to
enhance the organization’s performance and employee retention.

RETENTION

The easiest and most cost-effective way of reducing the cost and uncer-
tainty of recruitment is to retain valued employees. Many organizational
behavior studies have concluded that money alone is not the ultimate or
even a strong motivator for employees. Therefore, a physician practice
must seek other means of retaining valued employees. According to
Eabrizio,>? this process starts with the initial interview. The practice should
try to match the potential candidate with the culture of the organization to
see if there is a potential “fit.” The interviewer does so by explaining the
mission, vision, and values of the practice, in an effort to determine
whether the prospective candidate identifies with the organization’s public
statements. Another approach is to ask the candidate specific behavioral or
situation-based questions to gauge his or her responses to hypothetical
problems. It is also appropriate to ask candidates how they addressed ac-
tual problems or situations in their prior place of employment.

It is clearly more cost-effective to retain competent employees than to
experience constant turnover. Employees respond much better to praise
than to criticism, welcome constructive advice, value timely communica-
tion, and appreciate consistent decision making by supervisors. Most em-
ployees leave their jobs not for higher compensation, but because of
dissatisfaction with the intangibles of the workplace, such as respect from
their bosses, a congenial work environment, relative autonomy, and the
opportunity for challenge.”> Additional incentives for retention include
enhanced benefits and educational programs.

Benefits Enhancement

Physician practices frequently reward employees for years of service by of-
fering enhanced benefits, such as longer vacation periods, a higher contri-
bution to the retirement plan, educational reimbursement, and other
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perquisites, to show appreciation for their loyalty and contribution to the
organization. While it must remain ever mindful of laws prohibiting dis-
crimination, a physician practice can provide meaningful benefits to en-
courage employees to remain with the organization.

Educational Incentives

Providing employees with incentives to continue their education is a
double-edged sword. On the one hand, better-educated employees may
potentially improve the services offered by physician practice. On the
other hand, more education makes these employees more marketable to
other employers. The most enlightened theory recognizes that good em-
ployees will often seek to enhance both their skills and their compensation,
and helping the employee to facilitate educational advancement will gener-
ate loyalty toward the physician practice and encourage the employee to re-
main with an organization that recognizes and rewards initiative.

Employee Handbook

While each physician practice is encouraged to create its own Employee
Handbook to deal with the unique requirements of a specific practice,
Exhibit A outlines many of the issues identified as appropriate for most
physician practices.?® Discussion of the Employee Handbook should
begin at orientation, if not before, and should focus on issues that are
considered critical to the continued success of both the employee and
the organization. Where legal, the HR department should require that the
new employee sign an acknowledgment that he or she has received and
read the Employee Handbook. Where the organization has a Compliance
Policy, it should be mandatory that all employees read and sign the policy
to safeguard the physician practice. For example, some organizations have
a policy against sharing proprietary information with others, or accepting
gifts of gratuities over a certain value. To the extent reasonable, the
Employee Handbook should specify acceptable and unacceptable be-
havior in unambiguous terms. It is far better to advise employees in ad-
vance of any untoward situations than to live with the consequences of
ignorance.

Personnel Files

Employment records are generally kept in employees” personnel files.
Different states may have different requirements for employee record con-
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tent and retention, so the material presented in Exhibit B is intended as a
general guide.

Right to View Personnel Files

In most cases, employees have a right to view their personnel files upon
request. The employer must make the personnel file available at the re-
questing employee’s workplace within a “reasonable time period,” gener-
ally within 10 working days. The employee should use his or her own
time, such as a lunch break or after work, to view the file. A member of
the human resources staff or other authorized representative should be in
attendance during the entire process. Employees may also request a copy
of the contents of their personnel file. An employee’s right to view his or
her personnel file does 7oz apply to two items:

* Records relating to the investigation of a possible criminal offense
* Letters of reference

A few records should not be kept with the employee’s personnel file, in-
cluding any investigation of harassment claims, discrimination claims,
and background or reference checks. As with most issues relating to the
law, seeking sound advice from a labor attorney will save the practice
heartache, time, and money in the long run.

PERFORMANCE EVALUATIONS

The performance evaluation is a “formal system of periodic review and
evaluation of an individual’s or team’s performance.”* (- 144 There are
multiple purposes for a performance evaluation: to evaluate adequacy of
job performance, to determine compensation, to consider potential pro-
motability, and to assist the employee with career development.
Unfortunately, too many managers procrastinate when it is time to
conduct a performance evaluation for key employees. Perhaps this re-
luctance is avoidance of confrontation in situations where the employee
is not performing satisfactorily, or perhaps the manager has not docu-
mented performance throughout the year and prefers not to meet with
little to discuss with the employee. Whatever the reason, the need for
the “boss” to do a performance evaluation on employees is often
bounced back to the HR department to prod the supervisor to do his or
her job. This awkward situation can be avoided by making performance
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evaluations mandatory and encouraging the board of directors to im-
pose negative sanctions against managers who fail to perform this im-
portant task. Sending a list of overdue evaluations to the practice
administrator or to the board of directors usually solves the problem, af-
ter first giving the appropriate manager a full opportunity to schedule
and complete the evaluation.

Alternative Evaluation Methods

The most common form of performance evaluation is one in which the
manager and employee meet one-on-one for a reasonable time period to
assess the employee’s strengths and weaknesses, suggest improvement, and
outline a plan of corrective action (if necessary) over a specific time pe-
riod. While this process can be punitive, it is more beneficial for all con-
cerned if the performance evaluation session is constructive, objective,
and focused on performance improvement. To achieve this mutually de-
sirable outcome, it is incumbent on the manager to periodically docu-
ment both positive and negative performance during the evaluation
period (usually annually), so that the session is productive.

A second common method is the physician-employee evaluation. In
medical group settings, nursing staff are often assigned to individual
physicians. Nurses and nursing assistants are appropriately evaluated by
the physicians with whom they work most closely. Physicians are often ei-
ther reluctant or too preoccupied to conduct a formal performance evalu-
ation on those who work with them side-by-side. A poorly performing
nurse may therefore be allowed to remain with the organization for years,
until a crisis situation prompts the physician to demand that the nurse be
terminated or transferred, usually without prior documentation of any
negative performance. It behooves human resources management to insist
that physicians provide timely and comprehensive performance evalua-
tions, so that all employees are dealt with in a fair and consistent manner,
while at the same time maintaining a competent workforce.

Self-appraisal encourages the employee to self-assess his or her per-
formance to determine whether the employee’s perception of perfor-
mance matches that of the manager. The performance evaluation can
then focus on areas of difference, thus making the best use of the time
available. This type of evaluation is highly beneficial to the organization
in that it encourages employee development.>*
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A team-based appraisal is quite common in complex organizations, in
which employees are assigned to teams to maximize performance. In situa-
tions where the employee’s major contribution to the organization is serving
as a member of a performance team, as opposed to working independently,
it is both realistic and fair to evaluate the employee on the basis of his or her
contribution to the team performance. One method of performance evalu-
ation in these circumstances is to encourage the team members to evaluate
or rate other team members. If team members know that their performance
will be measured by others on the team, greater teamwork should result; the
team may be more productive; and individual team members will be dis-
couraged from trying to shirk their responsibilities.

Physician performance appraisals are often neglected in this process. In
many cases, a formal evaluation of physician performance is either ig-
nored or glossed over until problems develop. It is recommended that all
physicians participate in a formal performance evaluation process, with
specific emphasis on patient satisfaction, quality outcomes, and produc-
tivity. The traditional hospital peer-review process is appropriate for a
technical evaluation of the physician’s performance, but it does not touch
on other important aspects of the physician’s work as an employee of the
practice and as a member of the clinical team.

A 360-degree appraisal is useful when the organization wishes to per-
form a comprehensive evaluation on an employee. Such an approach may
be appropriate if the employee has limited interaction with managers or
other employees, is based in a location distant from the majority of em-
ployees, or performs tasks for which there is a high degree of external cus-
tomer involvement. In these situations, the human resources department
may ask a variety of individuals to comment on the employee’s perfor-
mance, so that the evaluation looks at the full scope of the job and the in-
dividual’s ability to perform. Hoffman>> suggests that a 360-degree
appraisal may be appropriate for several reasons, including supporting
team initiatives, assessing developmental needs, identifying performance
thresholds, and improving customer service.

Reverse appraisals, in which senior managers appraise their boss anony-
mously, are becoming increasingly common in large organizations. This
kind of evaluation provides the chief executive officer and perhaps the
board of directors with valuable input into the human relations perfor-
mance with peers and subordinates. If the manager appears to be doing an
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effective job, but all of his or her subordinates hate working for the indi-
vidual and will leave the organization given the opportunity, this infor-
mation would be meaningful for those who are ultimately responsible
for the success of the organization. The major drawback of this approach
is the potential for a vindictive employee to provide a negative appraisal of
his or her boss either to take the pressure off the employee or to cast the
boss in an unfavorable light. If enough subordinates are afforded the op-
portunity to evaluate their superiors, a single negative evaluation should
be discounted.

Performance Evaluation Elements

While there is no one best method of performance evaluation, and cer-
tainly no one best format, most evaluations generally include three ele-
ments: traits, behaviors, and results or outcomes.’* Some performance
evaluations use a graph to measure and rank traits or behaviors, especially
where a number of individuals are performing essentially the same tasks
(e.g., receptionists, billers, or nursing assistants). Some organizations will
consciously seek to retain those employees who rank in the upper quar-
tiles of performance by offering pay increases or bonuses, while providing
training for those who fall below a certain performance level. In selected
situations, the organization may encourage low performers to leave the
organization.

There should be no surprises at the periodic or annual performance
evaluation. A focus on the future during the performance evaluation is
beneficial to both the employee and the organization. The employee
needs to be reminded of his or her value to the organization and the per-
formance needed to continue making a positive contribution. Likewise,
the physician practice should expect the employee to continue to focus on
achievable results and the manager to reinforce positive performance,
which ideally will lead to promotion and advancement.

Task Performance Versus Behavior

Measurement of task performance, while often difficult, is relatively ob-
jective. The employee is either capable of performing the task within pre-
determined specifications or not. One aspect of performance that poses a
challenge for measurement is behavior toward fellow employees and cus-
tomers. Ability and willingness to please patients in a physician practice
go beyond simply performing the elements of the job adequately. Patients
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may adore their physician but leave the practice due to rude or unaccom-
modating staff. The physician may not even be aware that employees in
the practice are uncaring, combative, or just plain nasty to patients until
the loss of patients becomes painfully obvious. Fried®* suggests using a
Behavior Observation Scale (BOS) to assess behavioral characteristics of
employees, such as overcoming resistance to change, demonstrating a pos-
itive attitude, and engaging in effective communication with patients. An
employee may be very efficient in performing the tasks associated with
the job, but be ineffective in dealing with customers and patients. Most
healthcare organizations, especially physician practices, cannot afford to
retain employees who alienate current and potential patients.

Problems with Performance Evaluations

Some common problems occur when conducting performance evalua-
tions. First and foremost, the evaluation process may be cursory at best,
resulting in no change in performance or behavior. This is most often due
to the manager’s reluctance to confront negative issues with employee per-
formance, a lack of documentation, or fear of employee retaliation. This
failure to appropriately address performance does a disservice to both the
employee and the organization. Minor deficiencies are not addressed and
corrected while there is still time to salvage an otherwise valuable em-
ployee. The organization also loses in that a new employee must be hired
and trained, resulting in significant unnecessary expense to the physician
practice.

Performance evaluations are also vulnerable to personal bias on the part
of the manager. This bias may take the form of either favoritism, whereby
an incompetent employee is allowed to remain in the practice, or negative
bias, which forces out a competent employee.

Performance evaluations may also be deficient if they do not address
the core of the employee’s performance. If the evaluation focuses on
only the most visible aspects to the job and does not take a comprehensive
approach, poor performance may be ignored, to the detriment of the
practice.

Progressive Discipline and Grievance Procedure

It is critical to both the employee and the physician practice that unac-
ceptable or inadequate performance be documented. In situations where
the employee is covered under a collective bargaining unit (union), it is
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imperative that the organization adhere to the progressive discipline and
grievance procedure, according to the agreement. Failure to properly doc-
ument poor performance will most likely result in either a reversal of the
employer’s action or a lawsuit, or both. Because the majority of physician
practices do not fall under collective bargaining agreements, both em-
ployer and employee may find it advantageous to establish a formal pro-
gressive discipline policy and procedure that spells out the process of
informing the employee of unsatisfactory performance and time periods
to grieve a negative evaluation. In many cases, the employee has 10 work-
ing days to formally challenge a negative performance evaluation or a
warning notice. The HR department should include a specific statement
in the Employee Handbook regarding the progressive discipline process,
so that employees are fully aware of the process, their rights to challenge
any personnel action, and the time period pertaining to each action.

CONCLUSION

All of the workforce issues confronting the healthcare industry now and
in the future will be experienced by physician practice organizations. The
aging of the U.S. population will put additional pressure on physician
practices in dealing with chronic diseases. The number of foreign-born
patients is also expected to increase, leading to new cultural and commu-
nication challenges for physician practices. The number of medically
uninsured in the United States now exceeds 44 million and is rising.
Pressures for healthcare cost reductions will continue, as will pressures to
reduce physician reimbursement from government programs and private
insurance plans. Shortages of nurses and other skilled workers will
continue to create problems for the healthcare industry as a whole, but
especially for physician practices, which may not be able to remain salary-
competitive. We can also expect to experience higher malpractice costs,
increased regulation and compliance requirements, and increased costly
innovations in medicine and technology.>® Despite these and other pres-
sures on the healthcare industry, the fact remains that physicians and
practice administrators have survived similar challenges for decades. They
are expected to face these new challenges with the same degree of opti-
mism, dedication, and innovation as their predecessors.

The pressures on health care will continue to mount well into the next
decade, and physician practices will be prime targets for politicians, regu-
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lators, and employer groups intent on enhancing quality of care and pa-
tient satisfaction, while at the same time attacking the rising cost of health
care. Issues involving medical ethics, healthcare rationing, and end-of-life
decisions will accelerate, along with demands for universal healthcare
coverage.

Physician practices are microcosms of the healthcare industry. While
unique in some aspects, they reflect what is happening within the industry
in terms of economics, politics, the professions, and employment trends.
Physician practices are among the first places patients turn to in time of
medical need. How the practice addresses those needs in a compassionate,
comprehensive, and cost-effective manner will largely influence the pa-
tient’s ultimate outcome. Ensuring that the physician practice is staffed
with competent and caring employees is the primary bulwark in our de-
fense against disease and one of the greatest challenges in our society. The
human resources function is not just a mechanical process, but one that
helps set the moral and ethical tone for the entire organization. Hiring in-
adequate staff, failing to compensate employees equitably, and ignoring
poor performance are all unacceptable in dealing with the healthcare needs
of our communities. We can and must be held to a higher standard.
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Employee Handbook

Section 1

1.

[u—

SV RPN AN

Nature of Employment

Equal Employment Opportunity
Immigration Law Compliance
Contflict of Interest Statement
Employment Application

Access to Personnel Files

Employee Medical Examinations
Employee Reference Checks
Outside Employment

Job Postings and Employee Referrals

Section 11

1.

© N AN DD

Employment Categories
Time Keeping

Meal Periods

Overtime

Pay Day/Period

Pay Deductions

Work Schedule

Performance Reviews

Section II1

1.

Holidays

2. Flexible Leave (Vacations, Sick, Personal)
3.
4

. Bereavement Leave

Family and Medical Leave (Act of 1993)
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Jury Duty

Military Leave

Health/Dental Insurance

Worker’s Compensation/Accidents (Injuries on the Job)
Pension Plans/401 (k)

Group Life Insurance

S0 o N oW

Section IV
1. Medicare/Medicaid Compliance
Personnel Appearance
Safety
Smoking
Solicitations and Distribution of Literature
Security Inspections
Use of Phone and Mail Systems
Use of Equipment

PN AN DD

9. Emergency Closing
10. Visitors in the Workplace
11. Use of Computers and E-mail
12. Workplace Monitoring
13. Attendance and Punctuality
14. Public Relations

Section V

1. Alcoholism and Drug Use
Appearance
Attitude
Changes in Personnel Status
Complaints and Grievances
Sexual Harassment

N AWV AR

Confidential Information

Section VI
1. Employment Conduct and Work Rules
Progressive Discipline
Termination of Employment
Layoffs

Unemployment Compensation Insurance

AN
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Personnel Files

The personnel file usually contains original documents pertaining to the
employee’s qualifications for hiring, promotion, a record of pay increases,
employment anniversary date, benefit changes, disciplinary action, and
termination:

* Application for employment

* Résumé

* Hiring documents (e.g., W-4)

* Job description

* DPayroll change forms

* DPerformance evaluations

* Promotion recommendations

* Record of grievances affecting employment status
* Notices of warnings and disciplinary actions (signed by employee)
* Education and training records

* Notices of commendation

* Notices of layoffs

* Family/medical leave requests

* Worker’s compensation records

* Return to work releases

* Medical restrictions

* Request for leave of absence (signed by employee)
* Exit termination notice

Personnel files are to be retained on the premises of the employee’s
workplace and should contain original documents. While record reten-
tion may vary from state to state, it is generally a good practice to keep
records for at least five years following the date of termination.
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CHAPTER

12

Human Resources
Practices and
Management in Public
Health Clinics

Anne M. Hewitt

VIGNETTE

Sara pulled the curtain open and yanked the unruly shades up
on the main front window of the Wood County Public Health
Clinic. A newborn baby’s whimper came from behind her, and
she glanced to see Tishonda registering the first of at least eight
clients in an impatient line coming through the door. Thursday
was Child Care Day and was always busy for all of her co-
workers. Sara hoped the Visiting Nurse Association had finally
been able to fill its open position and that the clinic would be
fully staffed today.

As she turned back to look into the sunshine, someone
caught her attention across the boulevard. On the dirty side-
walk, with his back to the corner of the alley, sat Rasheed,
wrapped in newspapers. As manager of all the health clinics,
Sara knew that Rasheed attended the tuberculosis (TB) clinic
on Friday, and here he was a day early for his appointment. She
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wondered if the new full-service TB clinic and the proposed
partnership with Memorial Hospital would be approved at the
next county board meeting. Establishing linkages with the hos-
pital for healthcare clinic services would free up her staff to at-
tend to neglected outreach efforts, such as worksite screening
and senior health fairs. It seemed like such a small step, but it
represented new relationships with many of the clinic’s regular
partners. Sara would be busy in the coming months, but to-
day’s priorities were the moms, children, and noisy infants.

INTRODUCTION

Public health clinics (PHCs) serve as one of the most important “safety
net” institutions. These facilities are available to all Americans, regardless
of their health insurance status or health condition. As part of the public
health system, the clinics are the only health agency to focus on local pop-
ulations to emphasize preventing disease and disability rather than simply
treating individual health conditions.! PHCs can best be described as
those clinics operated and sponsored by local-level public health agencies
as part of a municipal (city or county) government. Such a clinic may
have a permanent physical location or be offered intermittently at differ-
ent geographic locations throughout a community. PHCs are designed
for easy public access, and they serve a neighborhood population, whether
it be in a rural location, an inner-city high-rise building, or a suburban
municipal office. PHCs are not necessarily autonomous units, and they
differ from locally sponsored community health centers (CHCs), which
originated in the late 1960s through a federal government program.

The distribution of public health clinics in the United States varies by
state and type of municipal governance. In 2002, there were an estimated
3,300 delivery sites for community, migrant, public housing, and home-
less centers, but no official data were available regarding the number of
public health clinics across the country.? Currently, neither the National
Association of County and City Health Officials (NACCHO) nor the
Health Resources and Services Administration (HRSA; Bureau of
Primary Health Care) collects data on the national scope of public health
clinics. Unlike CHCs, which are often members of the state and/or na-
tional Primary Care Association, most aggregate data available on PHCs
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City, County, or
Municipal Sponsor

Healthcare
Delivery Local Public
Organizations Health Agency

Public Health Clinic

After providing an overview of the public health clinic setting, this chapter discusses critical
human resources issues facing public health clinics including strategic planning,
recruitment and selection, retention, compensation, performance evaluation, legal and
regulatory issues, and human resources opportunities and challenges.

FIGURE 12-1 Organizations Influencing the Role of a Public Health Clinic

are gathered at the state level and monitored by the state department of
health and/or local boards of health. Although PHCs can be sponsored by
a city, county, or municipality (town, township, borough), they may re-
ceive federal, state, and/or local government support and financing,.

Local public health departments serve community populations and are
mandated to provide many diverse clinic services. Because of their pri-
mary relationship with local government, PHCs offer a unique blend of
public services, healthcare services, and population-focused initiatives
based on the public health model. Figure 12-1 illustrates the unique posi-
tion of a public health clinic.

OVERVIEW OF THE SETTING

Role and Characteristics

The most impressive characteristic of public health clinics is the potential
range of services provided. Table 12-1 summarizes the scope of health
services offered, the diverse priority populations, and the broad range of
health conditions covered by a typical public health clinic. This list in-
cludes examples ranging from disease-specific clinics, such as clinics for
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Table 12-1 Types of Clinics Offered by Public Health Organizations

Group 1: Health Promotion/
Disease Prevention

Blood pressure screening
Cancer checkups
Chronic disease checkups

Complementary and Alternative
Medicine

Depression

Domestic violence

Mental health

Osteoporosis screening
Prenatal care

Safety-net clinics

Stress reduction

Substance misuse and abuse
Vaccinations

Well-baby days

Worksite smoking clinic

Group 2: Disease-Specific Clinics
Asthma

Down syndrome

HIV/AIDS

Sexually transmitted diseases
Tuberculosis

Wound/abscess

Group 3: Age- and/or Gender-
Specific Clinics

Adolescent weight control

Child health

Child vision

Family planning

Immunizations for children
Influenza/senior clinics

Men’s clinics

Orthopedic clinics for children
Pediatric dental/oral care

Sudden infant death syndrome
Teen parenthood

WIC (women, infants, and children)
Group 4: Environmentally Related
Clinics

Environmental exposures (lead
poisoning)

Lyme disease screening

Rabies

Group 5: Priority Population Clinics
American Indian/tribal clinics
Homeless clinics

Medicaid recipients

Migrant worker’s health care

Screenings for bisexuals and lesbians

adults with Down syndrome, to the more typical child immunization
clinics. Recently, public health departments have expanded their offerings
even further by holding single-event, bioterrorism-related clinics, such as
providing smallpox inoculations for first responders. Although HRSA
categorizes clinic types into seven service areas for CHCs, the variety of
health promotion and disease prevention services offered by PHCs re-
main essentially focused on primary care. (Note: HRSA categorizes clinic
services as dental, enabling, mental health/substance abuse services,
obstetrics/gynecology, other professional services, primary medical care
services, and specialty medical services.) Given this extensive set of opera-
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tions, obtaining diverse, qualified personnel presents many challenges for
health managers.?

Some public health clinics may not be available on a 24-hour, workday,
or even weekly basis. Many smaller clinics that are staffed with part-time
healthcare personnel will have limited operations and may rotate avail-
ability by days and county sites. Other, larger PHCs may have weekly
schedules that include standard safety-net activities (vaccinations, well-
baby days, screenings) interspersed with special hours for disease-specific
conditions, such as tuberculosis and HIV/AIDS. Clinic schedules may
also reflect the time of year, with immunizations and child vision days oc-
curring in late summer, senior influenza clinic days available in the fall,
and Lyme disease screenings in late spring and early summer.

To be most effective, clinic directors often seek to reach specific, un-
derserved populations, and clinics are scheduled for selected locations
that will enable workers to better interact with various priority groups,
such as adolescents, seniors, working adults (worksites), and elementary-
school-aged children (school-based clinics). Although men’s clinics appear
to be more prevalent than in past years, recent research suggests that
PHCs are seldom used by men, especially minority men.* PHCs are often
scheduled at local cultural centers and community religious institutions
to reach diverse populations, although Hispanics and African Americans
typically see clinics as the least preferred option for health care.>

Each clinic type brings with it accompanying human resources issues
for the local health department, the administrative staff, and the clinic
healthcare providers. Depending on the size of the clinic and its organiza-
tional relationship with the primary sponsor, typical human resources is-
sues can be handled through the local government agency’s human
resources department, or they can be part of the role and responsibilities
of the clinic director. If the clinic director is given specific human re-
sources duties, such as hiring and promotion of personnel, the policies
followed by the clinic parallel the sponsoring organization’s policies.

Along with the types of clinic services provided, other important char-
acteristics the human resources manager or clinic director will need to
consider are clinic size, geographic location, service delivery site location,
priority populations being served, and clinic sponsor arrangements (see
Figure 12-2). PHCs range in size from a single room and one public
health nurse with open appointments to a completely staffed primary care
site with 25 clinic support workers serving a large population (more than
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FIGURE 12-2 Characteristics of Public Health Clinics That Affect Human
Resources

500 visits) by appointment only. The size range for public health clinics is
most often influenced by two other factors: the geographic location of the
clinic and the service delivery site location. Public health departments also
vary immensely in size and situation, and can be located in urban, subur-
ban, rural, mixed, or frontier areas. The geographic location and popula-
tion density in turn affect the site location for the clinic. Densely
populated areas generally support PHCs at municipal locations, whereas
rural PHCs are sometimes transportable and located at schools, local fire
departments, and shopping malls. Frontier areas may require the use of
mobile clinics to provide services to the entire community.

PHC:s operating in a federally designated medically underserved area
(MUA) can expect to find a shortage of qualified healthcare providers—
especially primary care physicians.® In fact, in the last 20 years, the gen-
eral public health workforce may have diminished by as much as 20%.”
The emergence of numerous options for other types of employment has
greatly hindered recruitment of qualified employees for PHCs.

Public health clinics may partner with a wide variety of other health or-
ganizations and develop both informal and formal partnership arrange-
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ments. These arrangements can exist with local healthcare delivery organ-
izations (hospitals, ambulatory care facilities), traditional healthcare
providers (physicians, dentists, pharmacists), visiting nurse associations,
not-for-profit health organizations (American Lung Association,
American Cancer Association), or other municipal, city, or state health
agencies. Local elected officials or county commissioners are one of the
primary constituent groups to exert influence over PHC partnerships.
These elected public officials react to public concerns and focus on activ-
ities that are important to their constituents. PHCs are directly affected
by their decisions, as local match funding is critical to maintaining opera-
tions.® The Partnerships Project's Making Strategic Decisions about Service
Delivery is a document that helps PHCs identify appropriate services, de-
velop guidelines for relationships with other community partners, and fa-
cilitate strategic HR planning.’

Emerging Trends: Internal and External Influences on Public
Health Clinics

The three core functions of public health—assessment, assurance, and
policy development—serve as the framework for the 10 essential public
health services to be provided for every community.!? Table 12-2 shows
the relationship between these three core functions and the role of the
public health clinic.

Public health clinics must compete for funding with other primary
municipal core services, such as fire, emergency, and police protection;
sanitation services; library and recreation services; and schools. Unfortu-
nately, most health departments operate without sufficient funds or staff
and remain unable to carry out their stated mission of community pro-
tection.* Insufficient funds affect public health services negatively by lim-
iting access to qualified personnel and decreasing the number of activities
offered, thus requiring the PHC to prioritize the services it will provide
and the availability of current services. To maintain their current service
delivery levels in the face of inadequate funding, PHCs may begin charg-
ing for services, using a sliding fee scale. This type of organizational
retrenchment results in longer waits for public access and lessens the op-
portunities for health promotion and disease prevention among a popula-
tion that depends on the PHC for primary health care. A recent study of
a restructured large urban healthcare system (including clinics and involv-
ing primary care services) found that 33% of at-risk clients delayed
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Table 12-2 Relationships Between Public Health Functions and
Essential Services and the Public Health Clinic

Role of Public
Core Function 10 Essential Public Health Services Health Clinic
Assessment of 1. Monitor health status to identify v
community need health problems
2. Diagnose and investigate health 4
problems and health hazards in
the community
3. Inform, educate, and empower v
people about health issues
4. Mobilize community partnerships v
to identify and solve health problems
Policy development 5. Develop policies and plans that support 4
individual and community health efforts
6. Enforce laws and regulations that protect v
health and ensure safety
7. Link people to needed personal health v
services and assure the provision of health
care when otherwise unavailable
Assurance of services 8. Ensure a competent public health and v
personal healthcare workforce
9. Evaluate effectiveness, accessibility, and v
quality of personal and population-based
health services
10. Conduct research for new insights and v

innovative solutions to health problems

secking out needed medical care.!! Clearly, the potential for underserved
and at-risk individuals to receive priority health care is undermined when
the PHC’s funding is cut.

Due to pervasive municipal budget constraints and as a direct result of
trying to provide an increasing number of mandated services, some local
health departments have opted to privatize clinical services previously of-
fered at their public health clinics.!? This shift away from providing pri-
mary clinical services for the individual has moved the PHC into a newer
role, using a population-based approach to health promotion and disease
prevention.!? 1% Community healthcare providers have recognized that
fragmented healthcare delivery undermines comprehensive and coordi-
nated care, and the role of the PHC needs to evolve away from providing
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these kinds of stop-gap measures.!> 1© Ideally, the outsourcing of primary
care services will save money and help to maintain programs at risk for
abandonment due to limited budgets.!”

Another issue that has altered the role of public health clinics is the ad-
vent of bioterrorism preparedness and homeland security concerns, espe-
cially for urban areas. Establishing the infrastructure necessary to protect
the public in the event of a biological or chemical attack requires immense
capital and personnel resources. It is estimated that more than $1 billion
has been spent in preparing the public health system to prevent bioterror-
ism.!8 At a local level, the PHC is responsible for providing emergency
health screening or care in case of a catastrophic community event.
Although funds have been provided to the states, demands related to
bioterrorism preparedness at the local level compete with existing de-
mands of the traditional public health clinics, and staffing shortages are
continually reported.!?

The increase in immigrant populations in specific states and certain
core urban areas is yet another trend that is affecting the delivery of health
care in the PHC setting. Although migrant workers” health has been ad-
dressed on a national level in the past, the increase in public health clinic
usage by the newly arrived and non-English-speaking immigrant consti-
tutes an additional challenge for PHCs. As states implement special pro-
grams for currently underserved or unserved populations, such as
Medicaid recipients (family care) and State Children’s Health Insurance
Program (SCHIP), PHCs will begin to serve individuals and families who
are temporarily in transition and become less of a full-time, permanent,
primary care provider for these populations.

Labor force issues are key factors feeding many of the challenges facing
public health clinics. The drive to attract qualified health professionals to
serve in PHCs continues to demand additional resources, but many clin-
ics (both rural and urban) are concentrated in health professional shortage
areas (HPSAs). This tension between supply and demand, especially for
physicians, has resulted in the continued use of international medical
graduates.?’ However, the primary staffing need now appears to be for
nurses. Currently, there is a national shortage of nurses, especially those
interested in public and community health, which generally pays 10% to
20% less than traditional hospital compensation. The increase in job spe-
cialization within the PHC workplace mirrors the trend seen in the gen-
eral health sector workforce and also contributes to a challenging HR
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environment.?! All of these factors have led to increased privatization of
local public health department services, including the management and
operations of public health clinics.?? It is estimated that almost three-
fourths of all local public health departments in the United States are now
involved with some type of privatization efforts.3

These twenty-first-century trends will continue to influence the priori-
tization of services for the PHC. Future HR planning will need to balance
the PHC’s mandated responsibilities to serve as the safety net for the com-
munity and the trend toward partnering with other community health
agencies and organizations to provide primary care and service delivery.
This transformation will not be easy, and the safety-net focus of PHCs
will require them to continue to be the usual source of care for underin-
sured and uninsured populations.

Understanding and Managing Human Resources for Public
Health Clinics

The primary consideration in managing human resources practices for
public health clinics continues to be the interrelationship between the
municipal or county government with its citizen/voter oversight focus,
the public health mandate championed by the local board of health
and/or local public health department, and the regulated provision of pri-
mary clinical healthcare services through the public health clinic setting.
Balancing the policies and regulations surrounding these three foci and
the various stakeholders requires familiarity with all of the following:

e State and county public employee policies and procedures
* Public health minimum standards of performance
* Healthcare certifications, licensure issues, and regulations

The rest of this chapter examines these three constraints and applies them
to typical human resources functions relevant to public health clinics.

STRATEGIC PLANNING

Developing a successful human resources plan for any public health clinic
requires integrating the human resources functions seamlessly with the
clinic’s mission. The clinic director will generally follow either a leader-
ship or team model approach, the choice of which determines the organi-
zational chart of the clinic as well as the role and relationships of the
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FIGURE 12-3 Leadership/Administrative PHC Staffing Model

various employees. Figure 12-3 portrays an executive chain of command
model, and Figure 12-4 illustrates a more typical health team approach.
This pivotal management choice will also determine the employee skill
sets needed to staff the PHC.

Regardless of the model selected, the PHC clinic director or medical
director must be able to provide leadership, work as part of the manage-
ment and clinical team, and facilitate relationships with primary stake-
holders. Like management of other healthcare organizations, PHC
management may face thorny issues in balancing administrative roles and
responsibilities and the clinical provider role, which has the consumer’s
health as its primary goal. Unless the PHC is very large, with a budget
sufficient for separate administration, this type of organizational dilemma
may pose quite a challenge. The range of skills needed can be enormous,
depending on the size of the PHC.! Filling the clinic director or medical
director position with the right person is, therefore, key to the clinic’s
performance.

Specific workforce data on local public health agencies are limited.!®
Results from current surveys using specific occupational classifications
(SOCs) have been inconclusive, as health directors found it difficult to
appropriately categorize their staff, who often carry out many multifunc-
tional tasks. Although staffing for PHCs is not separated from general
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public health data, the median staff size of a local public health agency is
estimated at 13 full-time equivalents (FTEs).24 Two issues of primary
concern to HR management are workforce quantity (staffing levels and
mix) and quality (professional education/credentialing).!

A pivotal factor for today’s HR needs is the national agenda of moving
away from individual clinic services and toward a more population-based
approach for providing health promotion and disease prevention ser-
vices.!> Making this transition requires a workforce that is trained in dif-
ferent skill sets and able to interact with all community populations. To
facilitate achieving this PHC goal, clinic management candidates must
have experience in developing coalitions and creating partnerships with
diverse partners.?> For all PHC employees, essential knowledge and skills
include diversity training, accommodation of community cultural prac-
tices, familiarity with other languages, and the accompanying impact on
health literacy.!!

Many states have also adopted public health approaches that require lo-
cal health departments to complete community needs assessments to en-
sure that PHCs are providing adequate services. This planning process
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requires human resources managers to operate within the clinic’s budget
so that sufficient funds are available to recruit appropriately qualified per-
sonnel to meet the identified community needs. This alignment process
may also be duplicated at the municipal or county level, as administrators
seek to develop balanced budgets and bring standardization to positions
and job descriptions. As clinics transition away from their role as primary
service providers, the director’s role continues to support the local health
department agency—but through new activities, such as quality assess-
ment and assurance initiatives, contract development and monitoring,
and expanded financial analysis and accountability.?

RECRUITMENT AND SELECTION

Past history suggests that many PHCs follow an internal recruitment
process and/or promotion protocol, as this practice encourages agency
and cultural loyalty, with accompanying low turnover rates. Although not
required to hire local or community residents (as are CHCs), PHCs often
appeal to local residents as attractive locations for employment. As PHCs
assume more of a health promotion and disease prevention focus, new ef-
forts will be needed to attract qualified candidates from an external labor
market outside the geographic area if appropriately trained internal or lo-
cal applicants are not available. However, the standard practice of using
part-time healthcare providers (e.g., physicians, dentists, physician assis-
tants) to staff PHCs can still be a legitimate component of the HR strate-
gic plan.

Recruitment strategies for PHCs differ significantly for clinical and
management positions. For clinically trained employees, such as infec-
tious disease specialists, orthopedists, and pediatric dentists, recruiters
may need to advertise in professional association journals as well as local
and regional media. Many times, local health departments will model
their job descriptions following state examples. Table 12-3 provides an ab-
breviated clinic nurse job specification.?” Table 12-4 presents a recent job
advertisement for a public health nurse with clinic duties.

When recruiting for nonclinical positions (administrative and
general/clerical), a standard municipal search protocol can be followed.
Because of the PHC'’s relationship to the municipal or county organiza-
tion, all recruiting strategies will need to adhere to publicly mandated
policies and procedures. These steps often include internal job postings
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Table 12-3 Abbreviated Clinic Nurse Job Specification by State
Department of Personnel (For Local Government Use Only)

Clinic Nurse

Definition: Under supervision in a clinic, first-aid unit, or other setting; provides nursing
services on a regular or emergency basis; does other related work.

Examples of work: Listed.

Requirements: License—Current and valid registration as a professional nurse in the
State of New Jersey. License—Appointees will be required to possess a driver’s license
valid in New Jersey only if the operation of a vehicle, rather than employee mobility, is
necessary to perform essential duties of the position.

Knowledge and abilities: Listed.

Persons with mental or physical disabilities are eligible as long as they can perform es-
sential functions of the job after reasonable accommodation is made to their known
limitations. If the accommodation cannot be made because it would cause the em-
ployer undue hardship, such persons may not be eligible.

and may involve preferences based on union guidelines, seniority, and/or
veteran status. Also, candidates for all positions usually are required to
pass extensive background checks for criminal or traffic violations. Other
common recruitment strategies include participation in job fairs, Internet
postings, internships, and employee referrals.

The current health professional shortage phenomenon constrains PHC
recruiting efforts significantly. Although physician recruitment is ex-
tremely difficult, the demand for nurses is a critical factor, as clinical nurse

Table 12-4 Job Advertisement for a Public Health Nurse

Public Health Nurse

We have a full-time position available with excellent benefits for professionals with a
BSN degree, current RN license in the State of New Jersey, one year’s prior experience
in public health, and a valid N.J. driver’s license. The position is in Essex County, New
Jersey. The successful applicant will assume significant responsibilities with regard to
public health emergency preparedness, develop plans for clinic operations, and have
responsibilities with communicable disease infection and follow-up in addition to
other duties within the specific county. Knowledge specific to clinic operations and
communicable disease are preferable. Effective verbal and written communication
skills are required. The individual should have the ability to work independently as well
as in a team environment and to organize and prioritize work. Bilingual in Spanish is a
plus. Salary in the $50,000 range and is based on education and public health experi-
ence with excellent full benefits package (paid holidays, vacation, personal and sick
days).
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specialists are being used as a cost-effective strategy for healthcare deliv-
ery.?? As noted earlier, PHC nursing salaries average 10% to 15% less
than other health institutions’ compensation levels. The aging of nurses
already employed in the public health system places another constraint on
the recruiter’s ability to find and retain qualified nurses. Some PHC man-
agers estimate the average age of their nurses to be over 45, with many
scheduled to retire in the next five years, as baby boomers begin to leave
the workforce. The use of part-time allied health professionals is one strat-
egy to supplement clinic staff with older employees. Other recruitment
strategies include recruiting retired school nurses and others who live
within the geographic location served by the PHC.

To further highlight the PHC’s scope and level of HR staffing require-
ments, Table 12-5 provides an example of the diversity and numbers of
PHC staff required for a hypothetical HIV clinic.

The importance of adequate staffing for achieving desired health out-
comes is supported by research showing that same-day scheduling at pub-
lic health clinics results in greater client satisfaction, shorter waiting times,
and increased provider productivity. To reach these goals, adequate staff
must be available on a daily basis.°

Another constraint on the recruiting process is the need for the PHC to
adhere to the state’s public health minimum standards of performance.
These standards often include position requirements for specific degrees,
certifications, and specialized training and competencies. One example
from New Jersey is presented in Table 12-6.%! Although outsourcing
through the use of visiting nurse associations or proprietary staffing agen-
cies provides an alternative, the additional expense associated with this
strategy is usually not a feasible alternative on a permanent basis.

Table 12-5 Example Staffing Needs for an HIV Clinic

Staffing Requirements Availability Role

2 infectious disease physicians Part-time Weekly appointments
1 internist Part-time Weekly appointments
1 nurse practitioner Full-time Clinic manager

3 staff nurses (RN/BSN) Full-time Clinic care providers

Administrative staff Full-time Appointments/clerical
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Table 12-6 State Example of Public Health Staffing Qualifications

New Jersey Department of Health: Standards of Performance—Chapter 52
8:52-4.2 Public health staffing qualifications
a. Each health officer shall be licensed by the Department pursuant to the provisions
of Licensure of Persons for Public Health Positions, N.J.A.C. 8:7.
b. Each public health nurse shall have the following qualifications:
1. Hold a baccalaureate degree in nursing from an accredited college or university

2. Hold a current license to practice as a registered professional nurse by the New
Jersey State Board of Nursing

3. Have a minimum of one year’s experience in public health or working with a pre-
ceptor or local resource person

4. Complete a course in population-based health nursing within one year of
employment

As the designated health provider for the local public health depart-
ment, the PHC may be invited to participate in many community grants.
Federal grants often include specific restrictions on personnel and man-
date their degrees, training, and certifications. The Ryan White Act is one
example of this regulatory practice; it would influence any hiring strate-
gies used to staff HIV/AIDS clinics. Participation in partnership grants
places an additional burden on the PHC recruiter, who must comply with
all grant mandates.

The HR recruiting strategy for PHCs requires targeted searches, flexi-
bility in job descriptions, and creative partnering to successfully staff a lo-
cal public health clinic. The recent Institute of Medicine report, Who Will
Keep the Public Healthy? Educating Public Health Professionals in the 21st
Century, underscores the need for strategic HR initiatives to meet future
staffing needs.?

RETENTION

Turnover rates for public health clinics vary by clinic size and location.
Urban clinics typically compete with other health organizations that usu-
ally can provide higher salaries. In contrast, suburban and rural health
clinics tend to have less of a retention problem, as employees remain com-
mitted to the organization and enjoy the accompanying security.
Retention issues are classified into three broad categories:
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e Licensure and certification issues. Clinical guidelines and regulations
require yearly updates of clinical staff eligibility and renewal of licen-
sure and certification. Personnel must maintain these qualifications
to be retained through primary and secondary verification.

* Practitioner impairment issues. Clinical employees must be able to
physically and mentally complete all required tasks without impair-
ment. PHC:s, like all other healthcare provider organizations, are re-
quired to monitor and report incidents that suggest clinician
impairment. Documentation of employee impairment that leads to
poor clinical performance would automatically trigger a formal re-
view process.

* Grant funding issues. Grant-funded positions may be time delimited,
usually for durations of three to five years. Opportunities may be
available to retain staff in other full-time positions, transfer them to
other grant-funded positions, or seek sustaining monies from the
county or original grant funder.

To enhance PHC employee retention rates, human resources directors
are encouraged to establish effective employment development
stmtegies.33 To fully implement an employment development plan, re-
sources and time need to be committed to recognizing quality perfor-
mance, planning career paths, and providing opportunities for personal
and organizational growth. PHCs will need to continually upgrade and
upskill their current employees to meet future staffing requirements.

TRAINING AND EDUCATION

Ensuring that the public health workforce as a whole has the appropriate
skills and knowledge is an immense task,34 but opportunities for educa-
tional support are plentiful for PHC employees. Many public health
managerial and administrative forums and programs are offered by the
following organizations:

¢ CDC/HRSA Public Health Traineeships and Public Health Training
Centers®

* Public Health Leadership Forum and Public Health Foundation’s
training initiative: TRAIN3®

* Management Academy for Public Health?”
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A recent Washington state survey of all public health professionals in-
dicated that the four training topics most highly rated by respondents
were (1) interpersonal communication, (2) cross-cultural and cross-age
communication, (3) electronic communication, and (4) participatory
teaching/training skills. Participants also selected on-site training as the
most desirable, although more than 90% of respondents indicated they
preferred training with an instructor/trainer. On-site training is often not
cost-effective at the local level?® and for smaller clinics.

In recent years, as PHC’s diminished staffing levels have made it diffi-
cult for employees to spend time away from the clinic, satellite confer-
ences and Web-based continuing education programs have become
preferred options for training. The ready on-site access and ease of partic-
ipation using this type of educational technology allow workers to invest
in the continuing education hours required for licensure or certification.
Tracking of educational support activities and certification-related train-
ing participation may require the development of a specific database com-
ponent that ideally would be integrated with the standard HR database
(which generally includes personnel, job-related benefits, and miscella-
neous information for the individual). Nursing continuing education
hours requirements vary according to the certification requirements for
each nursing and allied health specialty. PHCs that receive grant funding
may also be required to permit staff to attend designated conferences so
that these personnel remain up-to-date on treatment protocols.

Training and development efforts can serve as the foundation for any
quality improvement initiatives.>® Local municipal initiatives for quality
improvement may also be integrated into the PHC’s training efforts. As
the role of public health clinics changes, with direct patient care being
deemphasized and community health status assessment being high-
lighted,39 training needs will, in turn, reflect the new areas of emphasis.
PHCs must have a workforce skilled in epidemiology, planning, partner-

ship development, and oversight of contract-service providers.?4

COMPENSATION

Two significant factors influence compensation plans for PHC workers.
First, clinic personnel who are considered public employees receive
salaries and benefits based on the municipal or county guidelines and
standards. If they are unionized, the elements that make up the union
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members’ compensation will be included in contract negotiations and are
not directly part of the clinic manager’s responsibility. Second, if union
membership does not apply to the PHC staff, additional considerations
become important in developing an appropriate salary scale.

The use of part-time employees for staffing PHCs appears to be an es-
tablished strategy. Unless the PHC is unusually large and operates on a
full-time basis, part-time employees offer the flexibility in time and ex-
pertise needed to optimally staff a PHC. Compensation guidelines in
such a case can be based on professional qualifications, time spent work-
ing, and services performed. Because municipal governments often pro-
vide significantly less generous benefits for part-time (versus full-time)

employees, 4

overall clinic staffing costs will be lower when part-time em-
ployees are used.

A local or regional salary survey conducted by PHC management or
the state public health officer organization can provide a benchmark for
establishing a competitive salary scale. A recent survey of community
health center CEOs found a wide salary range—from $40,000 to

$100,000.1¢ State salary guidelines are often available for comparisons.*!

See Table 12-7.

The issue of physician compensation and market pricing deserves
scrutiny, as ranges for full-time and part-time employment may vary by
geographic location and by size of clinic. Salaries for consulting physicians
often vary depending on whether they provide primary and specialist care
and on how many clinic visits they make per week (two times per week

Table 12-7 Example Salary Scale for a State Clinic Nurse, 2003

Increment $1,424.58
Level 1 $31,509.17
Level 2 $32,933.75
Level 3 $34,358.33
Level 4 $35,782.90
Level 5 $37,207.49
Level 6 $38,632.07
Level 7 $40,056.65
Level 8 $41,481.23

Level 9 $42,905.81
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versus three times per week), with physician specialists receiving higher
compensation. The Bureau of Health Professions and the National
Health Service Corporation can be of assistance in establishing physician
salary ranges. Also, the National Center for Health Workforce Analysis
produces state health workforce profiles that may assist HR planners in
reviewing general supply and demand issues for healthcare workers.

In some cases, PHC specialty clinics may be partially staffed by volun-
teer physicians who complete a mandated number of clinic hours to satisfy
the eligibility requirements at local hospitals. In this case, compensation is
not an issue, but legal liability and malpractice insurance should be cov-
ered by the partnering hospital facility.

Although equity, incentives, and cost control are all components of any
compensation management strategy,*> cost management emerges as the
most critical factor for PHC:s.

PERFORMANCE EVALUATION

Within a public health clinic, performance evaluation responsibilities
may be delegated to one of three positions: (1) the clinic director (admin-
istrative); (2) the medical director (clinical); or (3) the sponsoring human
resources department located within the municipal or county agency. A
primary concern when engaging in performance assessment activities is to
follow any protocols mandated by local union agreements. Staff and clin-
ical employees may be covered by different labor—management agree-
ments, and special efforts should be made to comply with all policies and
procedures. Many times, the medical director will be asked to evaluate
clinical personnel as well as all clinic administrative staff. If the medical
director is inexperienced in evaluating nonhealth personnel, scheduled
performance review policy meetings with the primary municipal or
county human resources director can help facilitate best practices in this
area. Occasionally, PHCs operate fully under the control of the local
board of health. In this case, clinic staff may or may not be considered
public employees, and performance assessment procedures will vary
accordingly.

The PHC’s goals for performance evaluation are similar to those of
other healthcare organizations and focus on two areas: (1) enhancing the
clinic employees’ performance through appropriate and systematic feed-
back and (2) collecting information and documentation for personnel de-
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cisions, such as promotions, demotions, or even termination.43 If the
public health clinic requires accreditation from the Joint Commission on
Accreditation of Healthcare Organizations (JCAHO), then performance
appraisals are required and reviewed as part of the accreditation process.
In general, clinic supervisors or directors complete performance ratings
for clinic employees, but in some instances team-peer ratings may be inte-
grated into the process. Performance appraisal methods may involve the
use of written standards for the individual or the use of a checklist ap-
proach based on attainment of defined task-related goals. This strategy
should not be confused with the much more formal approach of “man-
agement by objectives.” Newer practices applicable to performance evalu-
ation, such as results-oriented performance appraisals and the use of
performance-based compensation, are rarely found in PHC:s.

LEGAL AND REGULATORY ISSUES

A series of basic human resources laws, policies, and regulations provide a
foundation for managing most HR issues of a public health clinic:

* Basic rights: Title VII of the Civil Rights Act (1964), Civil Rights Act
(1991), Age Discrimination Act (1967), Rehabilitation Act (1973),
Equal Pay Act (1963), Pregnancy Discrimination Act (1978)

* Individual rights: Worker’s compensation (state) laws, Equal Pay Act
(1963), workplace incident laws (e.g., hostile environment, harass-
ment), Family and Medical Leave Act (1993)

* Human resources policy and regulations: Fair Labor Standards Act,
Occupational Safety and Health Act (1970), Employee Retirement
Income Security Act (1974), Consolidated Omnibus Reconciliation
Act (COBRA), Drug Free Workplace Act (1988), Immigration
Reform and Control Act (1986, 1990, 1996)

Clinic managers and directors should also review any state, municipal,
or local HR regulations that apply to the public health clinic as part of a
larger government entity.

Protocols for Contracts and Agreements

As PHCs transition away from providing actual healthcare services to
more prevention-focused activities, they must increase their participation
in partnerships and both informal and formal relationships. These more
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structured agreements between partners create the need to detail and doc-
ument specialized services and relationships, especially as privatization of
direct medical care is increasing.*4 This collaborative type of contract
arrangement differs considerably from standard service delivery contracts,
such as those negotiated for simple laboratory services. The partnership
continuum can range from an informal structure characterized by ad hoc
arrangements between the clinic and its partners, to a formal structure
with established guidelines and frameworks for all phases of the relation-
ship, to a legal entity status arrangement in which memoranda of agree-
ment or understanding are written as formal contracts.

Indirect consequences of this transition include an increase in out-
sourcing arrangements and an intensified risk to the PHC as the primary
accountable agency. Recent research suggests that contracts are an under-
utilized but effective alternative for achieving public health outcomes.®>
To manage this risk, the PHC administration will need to be familiar with
the principles of contract development, management, and contract mon-
itoring. Basic contract components include price and coverage, with spec-
ifications focusing on client services (access, information, provider
network), service implementation (quality assurance, reporting require-
ments), and a detailed performance evaluation plan. Because the potential
exists for the PHC to collaborate with many different partners, all agree-
ments and contracts should avoid establishing exclusive relationships with
a single agency wherever possible. 4>

Contracts between the PHC and other healthcare organizations will be
subject to approval from the municipal or county officer responsible. The
PHC manager ultimately has accountability for monitoring compliance
with contract agreements, regardless of the category of contract partner.
The types of potential PHC contract partners vary greatly, from individu-
als to large institutions.

* Healthcare provider organizations: hospitals, primary care facilities,
ambulatory care, visiting nurse associations

* Healthcare providers: independent contractors, such as physicians,
dentists, and nurse practitioners

* Health-related organizations: laboratories, pharmaceutical and med-
ical suppliers

* Labor organizations: union organizations representing health work-
ers, as well as municipal or county union organizations
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Due to the large number of part-time, contract employees and inde-
pendent contractors found in PHCs, HR managers should carefully mon-
itor all state and federal antidiscrimination and individual employment
rights laws applicable to these groups.4

Legal/Regulatory Issues and Compliance

The legal and regulatory issues of interest to HR managers of public
health clinics reflect a triad of responsibilities: demonstrating public ac-
countability, meeting health provider standards and compliance, and sat-
isfying public health mandates from the federal and state levels.

Legal issues associated with managing public employees encompass ac-
tivities that ensure the right to due process in all personnel practices, as
well as adherence to union negotiation protocols and contract monitoring.
Strategies for promoting labor—management cooperation will also need to
include the input of local municipal or county human resources directors
and other primary stakeholders. Joint labor-management committees can
function proactively in achieving strategic human resources goals if agen-
das and timing are approached in a collaborative manner.%” For example,
PHC employees may benefit from participation in employee assistance
programs (EAPs) that focus on stress management, sexual or workplace ha-
rassment, and dealing successfully with co-workers. This perspective may
also encourage the formation of other EAPs for risk prevention and man-
agement. All employee relationships can be enhanced by taking three basic
steps: (1) facilitating reciprocal communication between workers and
management, (2) establishing and adhering to a formal grievance protocol,
and (3) enhancing effective first-line supervision. 48

Special regulatory concerns involving the provision and delivery of
health services by the PHC include accreditation by JCAHO and achieve-
ment of standards where applicable, adherence to the Health Information
Portability and Accountability Act (HIPAA), and development and re-
view of clinical treatment documents, including “permission to be
treated” and standard “release of information” forms. All PHCs generally
follow a standard protocol for reporting any screening abnormalities to
the patient and to the identified primary care physician. Under the risk
management protocol, consumers are generally not allowed to register for
clinic screenings without providing the name and address of their primary
care provider. Another prominent concern is the risk of malpractice litiga-
tion, which requires PHC managers to follow established best practices
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and guidelines in all clinical areas. Test results are always accompanied by
a letter from the clinic, and abnormal test results should be followed up
by a phone call. If results are outside of normal limits, consultation with a
physician is recommended. Screenings should not be considered diagnos-
tic and are not a substitute for regular medical care provided by a private
physician.

HUMAN RESOURCES OPPORTUNITIES
AND CHALLENGES

Integrating diversity into the workforce and the workplace will be the
greatest challenge that human resources managers face while working
with public health clinics. “Diversity” within the public arena is often
broadly defined as differences in ethnicity, race, gender, age, educational
level, socioeconomic status, culture, language, religion, physical or mental
disabilities, or sexual orientation. Diversity awareness education and
training is quickly becoming an essential competency, as the PHC re-
quires employees to interact with members of the public. Newer employ-
ees will benefit from cultural competencies, as many health professional
degree programs already include learning modules for cultural and diver-
sity sensitivity training. Standard diversity education programs should be
enhanced with in-service opportunities or continuing education credits
that focus specifically on the local community’s culture and preferences.
Beliefs about the role of health care and attitudes of clinic providers to-
ward minorities and other diverse populations can either enhance or de-
tract from the quality of services provided. Managing diversity also
requires human resources directors to ask themselves if their PHC person-
nel are reflective of the local community and, if not, why not.

CONCLUSION

The outlook for public health clinics ultimately depends on the ability
of the local board of health and the county or municipal department of
health to transition from being a provider of direct primary health ser-
vices to being a facilitator of community health improvements, using a
population-based approach that focuses on health promotion and disease
prevention. Making this transition successfully will require the human re-
sources manager to develop a strategic plan that replaces retiring and exit-
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Table 12-8 Future Challenges and Potential HR Strategies for Public

Health Clinics

Challenge
Reduced funding

Diversity of population

served

Recruiting constraints

Mission tensions

Strategic Options

Hire or outsource a grant writer as a part-time position

Partner with community health organizations for addi-
tional funding

Require multilingual skills for all new personnel

Offer cultural sensitivity training

Complete an organizational cultural audit

Partner with other health agencies for part-time or
shared clinical workers

Develop incentives based on flex time, career path
options, and training opportunities for health providers
Align municipal administrators’ agendas with public
health mandates through the strategic planning process
Complete quality improvement initiatives to identify
service gaps and unmet mandated needs

ing workers with qualified employees who meet the demands of this new

public health clinic focus.

The following external and internal environmental challenges will di-

rectly impact the major HR functions for maintaining local public health

clinics:

* The phenomenon of reduced funding can be expected to occur at

all government levels and may directly affect reimbursements from
Medicaid and Medicare. Other financial limitations will come
from a reduction in state matching funds and municipal government
efforts to control budget growth.

* The diversity of populations served will require hiring of additional
multilingual staff and clinical health providers who are appropriately
culturally trained. These populations will also include more unin-
sured, immigrants, and elderly patients, all of whom will require ad-
ditional resources for support services.

Recruiting constraints will continue to escalate, as fewer physicians
are available for primary care and the attractiveness of public health
clinics for nurses is negatively affected by lower wages in comparison
to other worksites.
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* Mission tension—that is, between the role of the public health clinic
as the municipal provider of primary care and safety-net services and
the emerging health promotion model—will require a strategic plan
that blends flexibility and a proactive stance toward recruitment.

These challenges can be met with an emphasis on the role of human re-
sources as a facilitator for change as the public health clinic evolves. Table
12-8 lists specific strategies to counter each of the major trends. Several of
these suggested action steps will require additional funding and resources.
Other recommended HR activities, such as partnering, offering incen-
tives, and aligning agendas, should be integrated into the overall strategic
human resources management plan. The complexity of current and future
challenges for the management of human resources in the PHC setting
will require a skilled professional who is competent in the standard hu-
man resources functions and knowledgeable about the transforming role

of public health clinics.
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CHAPTER

13

The Future Is Now:
A Call for Action

Charles F. Wainright IlI

OVERVIEW OF THE SETTING

In the healthcare industry, just as in other industries, change is inevitable.
It is also very difficult to predict the exact direction and type of change
that will occur in the future. However, if managers take the position that
the future is already here and being experienced by other organizations in
other locations, then it may be possible to use this information to plan for
similar events or situations that may occur in their geographic commu-
nity and in their industry. To further this notion, this chapter secks to
provide the reader with an understanding of the future issues and trends
in health services human resources management. The material here is pre-
sented as a futuristic examination of the issues and information that will
affect the health services delivery system. Health services managers can
apply the information in the preceding chapters and in this chapter to
attain a useful perspective of the future relative to human resources
management.

This chapter reviews current and future trends in health care relative
to economic, political, social, technological, and regulatory factors in
the healthcare environment. Additionally, workforce trends, competen-
cies, education and training needs, recruitment, retention, selection,
placement, compensation, quality improvement, productivity, and strate-
gic planning regarding health services management of human resources
assets are discussed. Lastly, trends in human resources leadership and
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mentorship of employees are discussed, and their possible effects on the

future highlighted.

ECONOMIC TRENDS

Economic trends in health care include the continued rise in costs and ex-
penditure rates for the United States, which spends more of its GDP on
health services than any other country in the world. Health expenditures
constitute approximately 15% of the U.S. GDP—more than $5,000 per
capita in 2004 (Table 13-1). If this trend continues, the United States will
spend approximately 18.4% of its GDP on health expenditures by 2013.!
Furthermore, medical inflation has continued to accelerate, growing ap-
proximately 2.5% faster than the GDP. At the current sustained rate of
medical expenditures, it could reach nearly 40% of the GDP by 2050.?

This alarming rate of expenditure has significant implications for em-
ployment of healthcare personnel. One impact may be the employment
of an increasingly large number of individuals in the various healthcare
occupations (see Table 13-2).

While healthcare expenditures are increasing, the rest of the U.S. econ-
omy appears to be slowing. This may seem contradictory, but Americans
are spending increasingly more of their limited funds in the healthcare
sector of the economy. Additionally, this trend may be a primary reason
why individuals are seeking careers in the healthcare sector—both to im-
prove their personal economic situations and to work in an area that ap-
pears to receive the greatest economic support in terms of the GDP.

The stock market has seen several sharp declines over the past three
years, indicating that the U.S. economy has slowed. In July 2004, the
Federal Open Market Committee (FOMC) of the Federal Reserve raised
the prime interest rate for the first time since May 2000.% Other factors
that have contributed to the slowing of the remaining areas of the U.S.
economy include the September 11, 2001, attacks; fears of new terrorism
activities, both at home and abroad; the wars in Iraq and Afghanistan; re-
structuring of various businesses; rising oil prices; and the investigation of
corporate fraud. However, the slowdown in the economy has appeared to
level off, with the possibility of an upturn in the near future. Indeed,
many financial analysts are cautiously optimistic about the future of the
U.S. economy over the next few years.
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At the same time, the U.S. population is graying at an alarming rate, and
the birth rate is decreasing, indicating that a smaller workforce will be avail-
able in the upcoming years. These two factors—the possible upturn in the
economy and the graying population—coupled with competition from
other industries attracting the best workers, emphasize the importance of
appropriately managing and retaining current and future healthcare em-
ployees. These economic trends provide a strong basis for healthcare man-
agers to act immediately in preparation for not only costly healthcare
expenditures, but also a severe shortage of talented healthcare workers.
Because of the economic trends noted, many talented individuals will have
numerous avenues through which to choose from a variety of career oppor-
tunities that are both health and non-health related. Therefore, it is impera-
tive for healthcare leaders to discover effective ways to attract and retain the
best and brightest individuals in the healthcare professions. The economic
trends also indicate that salaries and other traditional forms of compensation
may not be the only mechanisms that should be used to attract and
retain this group of highly skilled workers. Healthcare leaders will need to ex-
plore other intangible benefits packages to maintain and sustain the work-
force of the future.

POLITICAL TRENDS

The current and future political environment will also create new chal-
lenges for the health services manager. The prevailing winds in the politi-
cal environment have pushed healthcare issues to a top-level priority
for most political candidates. The latest trend is for candidates to call for
sweeping changes to improve patient privacy, patient access, and in-
creased services. At the same time, Congress has been pressured to cut
payment rates, and insurance companies have made their own cuts. This
has created a situation in which traditional healthcare facilities experience
very narrow profit margins compared to health insurance companies, and
free-standing specialty facilities have experienced tremendous gains over
the past decade. This situation may also impel hospitals to use more part-
time personnel, especially in the area of clinical nursing personnel (see
Table 13-3%).

Another implication of these events is that not-for-profit hospitals and
other tertiary healthcare facilities that have very slim margins will find it
increasingly difficult to attract and retain good employees because of their
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Table 13-3 Hospital Employment Trends, 1997-2002

1997 1998 1999 2000 2001 2002
Total U.S. 5,057 5,015 4,956 4,915 4,908 4,827
hospitals
Total 3,248,861 3,294,274 3,297,689 3,332,232 3,428,159 3,489,000
full-time
employees
Total 1,246,592 1,242,121 1,246,661 1,320,696 1,285,207 1,329,000
part-time
employees
Full-time 708,245 733,365 739,086 745,113 751,095 772,000
registered
nurses

Full-time 112,517 109,882 106,739 101,683 104,534 104,000
licensed

practical

nurses

Part-time 385,909 392,622 397,950 424,801 413,832 431,000
registered

nurses

Part-time 49,489 47,191 45,561 45,011 43,446 44,000
licensed

practical

nurses

Source: AHA Hospital Statistics. 1999-2004 editions. Chicago: Health Forum.

reduced ability to enhance pay and other benefits. By contrast, organiza-
tions such as insurance companies, free-standing specialty clinics, and as-
sisted living units that have profitable services will enjoy a tremendous
advantage and will have more funds available to invest in attracting and
retaining high-performing employees.

SOCIAL TRENDS

Social factors will also play a key role in the future management of health-
care employees. As the baby boomers begin to retire, they will have more
wealth than generations of the past. Many new millionaires will have high
demands for specialized products and services. Their increased level of
spending, along with the decrease in the number of offspring per house-
hold, will have a spillover effect for the health services industry. The new



380 CHAPTER 13 THE FuTurek 1s Now

generation of wealthy retirees will demand higher-quality services and
more individualized services, because they will have sufficient assets to
pay for their increased demands. At the same time, the population will be
living longer and will require greater levels of geriatric services.

At the other end of the spectrum, many aging Americans will not be
able to afford their healthcare services. These poor and middle-class re-
tirees will greatly add to the burden on Medicare and Medicaid. This will
further strain state and federal programs and subsequently lead to reduced
payment levels to public facilities.

These social trends will further divide the classes and promote addi-
tional “cherry-picking” of wealthy patients and high-profit services while
increasing the public debt. Community, state, and federal programs and
facilities that rely on these payment sources will have limited resources
available to modify or improve their human resources benefits as a direct
result of inadequate reimbursement by governmental authorities (e.g.,
Medicare and Medicaid programs). This lack of funding, whether as a re-
sult of inadequate taxation or allocation of governmental appropriations,
will create a deficit in funding new facilities, employee compensation, and
equipment. Even more diligent management efforts will be needed to
identify new sources of funding employee salaries and benefits.

TECHNOLOGICAL TRENDS

The increased need for technology breakthroughs and improved medical
equipment has placed additional burdens on organizations with limited
resources that rely on public programs for funding sources. Complex mi-
crosurgeries, diagnostic equipment, advanced drug therapies, and in-
creased tests for acute and chronic illnesses have elevated the standards of
care and the requirements for healthcare organizations to acquire and as-
similate these innovative technologies into their facilities. At the same
time, employees who have greater specialization in technological skills are
required to deal with these technological advances. Because of the lack of
available personnel in the workforce, more employees will be asked to
cross-train on various technologies and equipment.

Employers that are able to attract and retain these employees, and em-
ployees who are adept at multitasking and learn quickly, will have tremen-
dous advantages over other employers and employees in the health
services industry. Many organizations will invest intensely in training pro-
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grams that improve employees™ skills and increase their rate of learning.
Moreover, with the advent of electronic medical records, more efficient
use of clinical staff personnel will become possible.” Successful healthcare
organizations will need to recruit and retain employees who are extremely
proficient in these technological skills and have the willingness and moti-
vation to adapt quickly to the technologically dynamic environment.
Additionally, these employees will need to be able to multitask and handle
a variety of software and hardware systems. HR managers will need to de-
vise mechanisms that can identify potential candidates with these excep-
tional technological skills and abilities.

REGULATORY TRENDS

Opver the past few decades, the number and complexity of regulations and
legislative amendments affecting healthcare providers and facilities have
steadily increased. The trend is highly likely to continue, given the liti-
gious nature of U.S. society, the implementation of the 1996 HIPAA 1
egislation, and the Institute of Medicine’s 2000 report on medical errors.
Congress and governmental healthcare agencies have joined forces in at-
tempting to reduce errors in healthcare facilities. Unfortunately, the in-
creased legislation and regulations have further burdened the healthcare
system, by forcing providers to incorporate new software and documen-
tation processes within their healthcare operations. While extremely
costly and time-consuming, these changes have yet to make a significant
difference in error rates. However, the human resources management
implication is that many more specialized personnel will be required
to implement these new regulations. Compliance officers, Medicare/
Medicaid claims adjusters, software managers, and documentation spe-
cialists are just a few of the new employee positions resulting from regula-
tory changes.

If health services managers desire to successfully and effectively manage
the human resources assets within an organization, they must reconcile
the organization’s operations with these future trends in the economic,
political, social, technological, and regulatory environments. Successful
health services managers will devise unique and specific strategies to take
advantage of opportunities that favorably affect their organizational mis-
sion, while simultaneously creating other tactics and strategies to mini-
mize the environmental factors that threaten the successful positioning of
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their organizations. Organizations that have a distinct competitive advan-
tage in the human resources assets that can accommodate the aging pop-
ulation and have strong learning skills will realize tremendous benefits in
the future. Community organizations that rely on federal, state, and local
public assistance programs (e.g., Medicare, Medicaid, and local govern-
mental taxes) must be creative in developing human resources benefits
under austere conditions. They must react even more rapidly than their
for-profit counterparts to attract and retain qualified employees who have
the skills necessary to thrive in the technologically complex and highly
regulated future environment.

To provide some insight into these future strategies, the various activi-
ties of human resources management must be explored relative to the fu-
ture environment. The major human resources management activities are
an excellent starting point when discussing forward-thinking strategies.

IMPLICATIONS FOR HUMAN
RESOURCES MANAGERS

First and foremost is the requirement to perform a human resources man-
agement needs assessment or gap analysis related to the organization’s crit-
ical requirements, such as positions, skills, competencies, and operating
structures needed for the next three to five years. A review of healthcare
organizations often indicates a severe lack of planning and gap analysis
concerning their human assets. Many of these organizations place human
resources in a personnel services category, where employee benefits, pay,
and grievance issues are handled. This department rarely receives recogni-
tion, connection, or attention from the executive level—but such strate-
gic integration into the organizational mission and values is required in
today’s complex healthcare environment.

The needs assessment or critical gap analysis could be performed as a
part of the organization’s strategic planning process. An external and in-
ternal environmental assessment using a TOWS (threats, opportunities,
strengths, and weaknesses) grid that matches the future threats and op-
portunities to the organization’s current strengths and weaknesses relative
to its human resources assets would be a valuable approach. The organiza-
tion’s executive team and members of the organization’s strategic planning
committee could use specific brainstorming, the nominal group tech-
nique, a Delphi survey, or other tools to develop a list of essential require-
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ments for the future. Additional external sources (research publications,
consultants, and forecasting techniques) could be used to further extend
this assessment plan.® The organization must also use the best available
information on economic, political, social, technological, and regulatory
trends to honestly assess its strengths and weaknesses.

Past assessments of organizations within the healthcare industry as a
whole have shown that many organizations do not have the appropriate
human resources necessary to meet future needs. An AHA survey in 2003
revealed that hospitals are struggling to fill certain positions. These in-
clude registered nurses (84%), radiology/nuclear imaging workers (71%),
pharmacists (46%), laboratory/medical technicians (27%), nurses/clinical
aides (20%), physical therapists/occupational therapists/speech therapists
(11%), housekeeping/maintenance workers (10%), respiratory therapists
(10%), billing/coding workers (8%), and information systems specialists
(7%).

There is also a tremendous deficit of employees with high learning skill
potential and flexibility in skills. Specific shortages include pharmaco-
economic analysts; pharmacists (especially pharmacists knowledgeable in
genetic drug advancements); nurses with dual backgrounds (including
those with cross-training in at least two or more clinical specialties or ad-
ministration and clinical specialties); interventional radiologists; docu-
mentation specialists to review regulations and records to ensure
corporate and organizational compliance with federal, state, and local reg-
ulations; computer software experts who can integrate health services
software; administrators with regulatory knowledge; physicians with ad-
ministrative skills; and hospitalists and intensivists who have the ability to
monitor critical patients across multiple shifts within the healthcare facil-
ity. In addition, there is an immense need for bilingual employees and
professional translators to help hospitals treat the 47 million people in the
United States who speak a language other than English.8-1°

Critical shortages will also occur in the near future in the public health
workforce. Trends shown in Figures 13-1, 13-2, 13-3, 13-4, and 13-5 in-
dicate that the public health workforce throughout the United States is
changing dramatically.

Figure 13-1 reveals the significant aging of public health workers com-
pared to federal and state government workers. The average age of public
health workers is approximately 46.6 years, and this average is increasing
each year. This average age compares unfavorably to the average age of the
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FIGURE 13-1 Average Age of PH Workers, by Region
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FIGURE 13-2 State Public Health Occupational Classes Most Affected by
Worker Shortage
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FIGURE 13-3 Position Vacancy Rates in the State Public Health Agencies

U.S. worker, which is 15% lower, or approximately 40 years. There are
also higher percentages of public health employees who are eligible for re-
tirement. This development can be seen as a positive trend, in that more
job opportunities will be available to new graduates in health care and
public health fields. However, the concern is that state and federal fund-
ing will not keep pace with the increase in both the numbers of employ-
ees needed and the higher salaries required to attract new employees.
Figure 13-2 indicates the critical shortages by occupational class in the
United States. These shortages will persist in the form of unfilled posi-
tions in state public health agencies, as shown in Figure 13-3. Like other
areas in health care, public health will experience critical shortages in
many professional areas, such as epidemiologists, environmental health
specialists, data analysts, public health nurses, and other occupations. In
the face of the need for increased infrastructure, public health will also ex-
perience a significant shortage of professionals to manage the additional
requirements and resources. These and other factors will ultimately create
a situation characterized by high turnover of current employees due to the
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FIGURE 13-4 Turnover Rates for State Public Health Personnel, by Region and

Year

additional workload and pressures created by public and governmental
agencies to expand services, provide additional primary care to under-
served populations, and improve public health infrastructure. The
turnover rate appears to be steadily increasing or remaining high in many
regions of the United States, as indicated in Figure 13-4. The increased de-
mand for public health professionals will create even greater levels of com-
petition within a shrinking healthcare workforce.!! Ultimately, public
health leaders will need to make salaries more competitive, improve educa-
tional opportunities, and increase outreach opportunities, if they hope to
resolve the shortage of trained professionals in this field. See Figure 13-5.
Today’s healthcare facilities often lack administrators with the skills
needed to manage their human capital needs as well as match organiza-
tional strategic objectives with the future skill sets developing in a
changing labor market. To correct these deficiencies, health services or-
ganizations must develop the competencies needed to assess the strate-



IMPLICATIONS FOR HUMAN RESOURCES MANAGERS 387

16

16

14

12 11

10

Number of States Reporting

Professional Training Better Outreach ~ Competitive Pay  Higher Education

Source: Association of State and Territorial Health Officials (ASTHO). State Public
Health Employee Worker Shortage Report: A Civil Service Recruitment and Retention
Crisis. Available at: hetp://www.astho.org/pubs/Workforce-Survey-Report-2.pdf.
Accessed April 11, 2006.

FIGURE 13-5 Keys to Solving the Public Health Workforce Challenges

gic needs of their organizations. Part of the solution lies in improving the
other human resources management functions within their facilities.

A critical step in the process of preparing for the future will be to per-
form job analysis assessments for current positions within the organiza-
tion—a review of current employee skills, and a determination of which
are and are not needed. Can some skills be eliminated or shifted to other
positions? Can positions be combined, eliminated, or transformed into
more useful activities that mirror future requirements? Which employ-
ment skills/competencies will be needed in the next three to five years,
based on the environmental assessment, and what gaps does the organiza-
tion currently have? Can current skilled employees fill the identified gaps,
or do these employees need additional training? Does the organization
need to hire new employees who are better equipped to handle the future
needs of the organization? Are employees required to think critically
about their job tasks and be rewarded for improving their current position
requirements? Unfortunately, few health services organizations take the
time to analyze their current employee positions unless a critical problem
occurs or downsizing becomes necessary. This scenario can be a recipe for
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disaster, in that it allows an organization to ignore its problems until the
organization’s back is against a wall. In the future, health services organi-
zations will need to do a better job of proactively analyzing and reviewing
all current employee positions by skills and tasks so as to integrate future
job requirements into current workforce positions.

RECRUITMENT, SELECTION,
AND RETENTION

Recruitment and retention issues of the future and employers’ need to
be sensitive to traditional family needs—such as two working parents,
job security, travel, and family leave—must be carefully examined. How
to attract and retain good employees is a critical concern that must be
thoroughly addressed. HR managers will need to create more sophisti-
cated tools for determining the fit of each individual worker with the
entire organization. Instruments such as surveys, applications, and in-
terviews must be developed that provide a more accurate picture of the
motives and desires of potential job candidates to blend with the orga-
nization’s culture and workforce. At the same time, emphasis should be
on family recruitment and recruitment for longer periods (preferably
for life). The employees of today and the future will place a high value
on their families and family relationships. It is imperative for healthcare
organizations to recognize this concern and to create family-friendly en-
vironments within their facilities. Providing benefits that attract fami-
lies and friends will be very advantageous in the future. Providing
education and promotion benefits to both employees and their families
can also improve the organization’s recruitment success and retention
rate. In addition, healthcare managers must examine new forms of ben-
efits for employees, such as job sharing and part-time employment
opportunities.

Other recruitment issues revolve around the use of the Internet and
other direct marketing efforts to attract employees. With an abundance of
job search Web sites, efforts must be focused on using the right media to
attract employees.

An examination of the hiring process should reflect the type of individ-
uals recruited, the selection tools used, and the corporate culture.©
Identifying and attracting new candidates at an early age—for example, in
high school—and providing undergraduate and graduate scholarships to
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individuals in early career development stages to lock in future employees
are both excellent recruiting tools. Use of new forms of attracting students
and future employees through recruitment actions near recreational activi-
ties (high school, college, and professional sporting events) is a futuristic
method of recruitment. Marketing to parents of potential employees is an-
other way to attract professional workers. Advertising published awards,
such as “Best Hospitals to Work For” or making the “Best Hospitals in the
United States” list could also help attract employees. Recent studies have
projected a shortage of 85,000-96,000 physicians by 2020. Some recruit-
ing incentives offered especially to physicians include reimbursement
of moving expenses, income guarantee, signing bonuses, salary guarantee,
reimbursement of the recruitment fee, medical education repayment, and
low-interest loans.!?

Retention methods include adding benefits, such as daycare services,
on-site primary care services, and travel benefits, to retain highly produc-
tive workers. Culture is a key ingredient to making the organization a
great place to work.!? Creating and leveraging the organization’s image by
branding, establishing high-achievement and recognition programs, part-
nering with universities and other instructional organizations, and pro-
viding family-friendly benefits are among the recruitment strategies that
hold promise for the future.'* Additionally, many organizations are
getting employees more involved in their work design and giving them
greater decision-making authority. Allowing employees to have more
power and responsibility over their work environment makes them
more satisfied and increases retention rates.'

Approximately 13% of nursing positions in the United States are cur-
rently vacant, and this percentage is projected to increase to 20% by
2015. RN positions topped the U.S. Bureau of Labor Statistics’ 2003 list
of occupations with the largest projected 10-year job growth. In addition,
U.S. nursing schools had to turn down 15,994 qualified applicants for
entry-level baccalaureate nursing programs in 2003-2004 because of the
shortage of nursing teachers.'® This has led to increased workloads for
currently employed nurses, which directly relates to medical errors, qual-
ity of care, and job satisfaction. Hence, it is important to retain current
nurses by creating better floor plans; offering flexible scheduling; giving
nurses the autonomy and authority to delegate tasks that can be per-
formed by workers at less skilled levels; reducing nursing workload and
the amount of administrative paperwork by various technologies, such as



390 CHAPTER 13 THE FuTurek 1s Now

electronic medication administration records (E-MARs); and creating a

culture of nurse appreciation.!”> 18

Contract Employees and Outsourcing

Contracts/agreements with employees and with service agencies, as op-
posed to direct-hire employees, should also be considered, along with
their advantages and disadvantages relative to benefits, costs, and control
issues. Many organizations are currently exploring contracting for em-
ployees and worker services rather than hiring full-time employees.
Advantages of this practice include reduced requirements to pay large re-
tirement benefits and other fringe benefits, including health, dental, vaca-
tion, and other benefits; the ability to eliminate workers on an at-will
basis; and reduced burdens of recruitment, selection, training, and evalu-
ation, which are transferred to the contractor or vendor. Disadvantages
include concern for the morale of contracted employees; their isolation or
a feeling of disconnectedness from other employees; their lack of loyalty
to the organization; possible failure to meet exact requirements and skills;
and failure to integrate with other employee groups. The use of contrac-
tual employees must be carefully evaluated, and all aspects considered
prior to committing specific services to contract workers.

Outsourcing may provide opportunities for the healthcare organiza-
tion to shift HR functions, such as payroll and taxes, to other entities,
thus enabling the organization to focus more sharply on its core functions
and operations. It will also help the organization in exploiting the skills and
expertise of other, more capable organizations for rudimentary or routine
tasks.!” Outsourcing can facilitate the acquisition of the best technology,
which in turn can improve performance. On the downside, outsourcing
can reduce the organization’s workforce knowledge and abilities, which
can affect its ability to innovate in the future. Moreover, issues of depend-
ency and loss of control need to be considered when entering the contract
arena.?? Organizations must consider both the advantages and disadvan-
tages of outsourcing and then make the appropriate choices, based on
their individual workforce and vision.

EDUCATION AND TRAINING

Training, education, and support priorities and unique opportunities
must also be reevaluated for the future. New avenues of training and edu-



EDUCATION AND TRAINING 391

cation should be considered, including use of distance learning, Internet
connections, Web-based programs, teleconferencing, partnerships with
universities, group learning activities, corporate training programs, in-
house seminars by consultants, tuition assistance for employees, struc-
tured in-house training programs, tailoring specific training packages for
the organization, and splitting of training fees with employees. Training
programs offered to current employees and executives should be tailored
to the new responsibilities these individuals are expected to take on fol-
lowing completion of the program.

Unfortunately, many organizations lack the ability to properly evaluate
various training and education programs to ensure that they are getting
quality programs for their money. For example, employers often fail to
survey employees three to six months after a training seminar to examine
whether the employees gained any skills or knowledge from the training
program. Also, it is desirable to evaluate how effectively the knowledge
gained has been applied. Failure to capture vital information on useful-
ness and quality ensures that employers will continue to waste precious re-
sources on low-value education and training programs.

The practice of sending employees to expensive seminars and confer-
ences in distant locations needs to be closely examined, as it becomes
more difficult to fund these expensive endeavors. Healthcare leaders will
need to weigh carefully the advantages and disadvantages of particular ed-
ucational venues for training their employees. Less expensive alternatives
may include targeted training sessions, either on the Internet or at the
worksite, where expert facilitators can train groups of individuals in skills
and competencies specifically needed by the organization. Facilitators and
educators can assess the training and education needs of the various em-
ployees within an organization and then tailor specific education modules
that will enhance learning and skill attainment for individual employees.
This training method will not just save time and travel costs, but will
prove infinitely more useful in terms of providing direct knowledge for
specific tasks and overcoming organizational deficiencies.

Employees of the future will be required to master specific competen-
cies in various clinical and nonclinical areas, rather than simply maintain-
ing the routine skills and tasks for the position. Past methods of training
an employee, which focused on how to maintain an existing database or
perform a current clinical task, will be replaced by general competencies
that require learning the latest information surrounding this functional



392 CHAPTER 13 THE FuTurek 1s Now

expertise. Competency-based educational requirements are a more suit-
able way to ensure that an employee maintains the latest knowledge and
abilities concerning a functional area, such as information systems man-
agement, financial accounting systems, or current records management
procedures. Employees may be required to master many of these compe-
tencies on their own time to keep pace with their co-workers and remain
competitive in their professions. Balancing training, education, work, in-
terpersonal relations, and leisure time will be a difficult challenge for fu-
ture employees.

Lastly, recent changes, modifications, and innovations relative to per-
formance evaluation methodologies will be reviewed, along with group
evaluations and reward opportunities. Modifications to evaluation systems
include 360-degree evaluations; group evaluation systems; employee-
developed evaluation systems; taking turns when assuming roles and
duties, including provision of on-the-spot evaluations; blind review
evaluations of supervisors from anonymous employees; and tying pay to
performance, based on specific evaluations at the individual and group
levels.

COMPENSATION AND BENEFITS

Future changes in compensation packages and innovative techniques to
reward employees must be explored, including pay for performance,
group evaluation and pay, and promoting employee ownership. These
changes can lead to members of the workforce assuming greater responsi-
bility and accountability for the performance of the entire organization.
Employees who are rewarded not only for individual performance, but
also for team and organizational performance, can significantly enhance
the success of the entire organization.?!

Hospitals that align salaries and bonuses with their operational goals (a
combination of financial and human goals) have been found to be suc-
cessful in promoting employee motivation and involvement within the
organization.?> However, a survey conducted to assess practices to pro-
mote employee recognition revealed that the top 10 measures involved
praise and appreciation rather than gifts or other tangible rewards.
Indeed, the top three measures were support and involvement, personal
praise, and autonomy and authority. A variety of simple measures—
recognizing employee birthdays via cards, celebrating employee apprecia-
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tion week, public recognition for high performers, allowing employees to
select their colleagues for spot awards, and earning points for annual
recognition awards—could prove to be very useful compensation tools to
promote employee commitment and satisfaction. To make it interesting
for employees, recognition awards or entertaining activities can be
planned.??

While monetary rewards can be extremely valuable in compensating
highly productive employees, nonmonetary reward systems can also serve
as powerful motivators. Some companies are using incentives to help em-
ployees stay healthy and use fewer of their benefits. For example, Logan
Aluminum, a Kentucky-based aluminum plant, uses innovative compen-
sation and benefit mechanisms. Logan Aluminum’s consumer-based
healthcare insurance and incentives program is extremely effective in
changing employee lifestyles and behaviors. The company provides incen-
tive payments to employees if improvements in employee health, plant
safety, and utilization of fitness programs are realized during the previous
quarter. As a result of these innovative health promotion and consumer-
driven health insurance programs, Logan Aluminum has experienced
reductions in smoking, alcohol consumption, obesity, cholesterol indica-
tors, accidents, and overall improvements in health indicators (blood
pressure and pulse), diet, exercise, and seatbelt use. With these and simi-
lar lifestyle improvement mechanisms, other organizations can realize im-
provements in retention, morale, and healthy employee lifestyles.?4 Such
innovative incentives will ultimately lead to increased paid incentives to
workers, improved health outcomes, and reduced healthcare costs for the
organization.

Another area of possible improvement in benefits is associated with re-
cent legal mandates that have affected the criteria for employee leave and
other benefits. Recent changes in the legal and regulatory environment
include labor agreement changes, employee assistance programs and
benefits, Americans with Disabilities Act requirements, and the Family
and Medical Leave Act (FMLA). Ethical ramifications regarding how
employers should plan to accommodate and meet employee needs, re-
gardless of the regulatory requirements, should be examined closely. For
example, employers will need to plan for accommodations in medical
leave for new fathers and other family medical requirements for both
male and female employees. Managers will also need to closely monitor
supervisory and other working relationships of employees to ensure that
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sexual harassment, discrimination, and other Equal Employment
Opportunity (EEO) policies are not violated. As more employees are
changed to independent contractors or current employees are asked to
work with external vendors, managers will assume greater responsibility for
ensuring the welfare and safety of their employees. The responsibility
for monitoring inappropriate behavior of independent contractors work-
ing in an organization, for example, will create new managerial chal-
lenges. Managers will need to develop, implement, and continuously
monitor the activities of external workers inside their facilities. Likewise,
managers will need to heighten their awareness of their employees’ be-
havior outside the physical facility for possible EEO violations. In the fu-
ture, employee behavior outside the workplace will be considered as
important as behavior in the workplace. Employee behavior, both on
and off duty, will be seen as a reflection of the organization’s culture and
image.

STRATEGIC PLANNING

Human resources management has a critical role in organizational plan-
ning. It must focus on the strategic positioning of the human resources
management office, its functions, and the changes needed to support
quality initiatives in the healthcare organization. Some of the key topics
to be addressed by the HR team include succession planning, job sculpt-
ing, and quality improvement initiatives.

Planning for human resources in the context of strategic planning for
the entire organization is a critical activity for any healthcare organization.
Human resources issues that must be considered include assessments of
both the internal and external environments. The organization must de-
termine how future needs in the external environment, in terms of both
opportunities and threats, will affect human resources assets. Will health
care be delivered in a different setting or using different methods? Will
healthcare organizations drastically change their mission, vision, and goals,
thus requiring reengineering of human performance systems and job
redesign for most employees? Will advances in technology demand
new career paths for healthcare workers? Will worker shortages occur in
critical clinical and nonclinical areas of the future? Will pay-for-
performance and other compensation mechanisms change? Will employ-
ees perform their duties via the Internet in a home-based setting? Will re-
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tirement systems become so expensive that contracting and temporary
employment agencies come to dominate the healthcare workforce?

To answer these questions, one needs merely to look at changes that
have occurred in the last five years. Outsourcing of personnel and services
has become the norm for many healthcare institutions. Retirement sys-
tems, unionization issues, critical personnel shortages, employee health
and other benefits, Internet applications, advanced technologies, and
changing organizational missions have all created opportunities (or
threats) that have prompted healthcare organizations to modify their cur-
rent work practices. These challenges have squeezed margins in such a
manner that healthcare organizations must examine new avenues of deliv-
ering healthcare services with fewer full-time personnel. Leasing turnkey
operations or outsourcing specific services and activities to contactors
who guarantee a level of performance and service to healthcare organiza-
tions for a specific price can be attractive alternatives to large employee
operations that ensure employees a lifetime of retirement salary and
health benefits.

Another critical area of human resources management that must be
pondered is the emotional intelligence of the health services workforce.
The term “emotional intelligence” was introduced by John Mayer and
Peter Salovey in 1990 and further developed by Dan Goleman in his book
Emotional Intelligence. Emotional intelligence and competencies are the
skills that prepare individuals to interact in a professional and mature
manner within the work setting. Goleman identifies four components of
emotional intelligence: self-awareness, self-management, social awareness,
and social skills.?> 2¢ An assessment of the emotional intelligence of each
employee should be performed, as well as the need to build leadership
skills in the organization, such as coaching and mentoring employees, ori-
entation of new employees, and employee empowerment. Numerous ex-
amples can be cited of facilities and organizations that are implementing
human resources management activities—such as excellence in coaching
and mentoring programs—to enhance their future success, as well as han-
dling the difficult problems that are currently developing in health care
relative to employee workforce issues.

In the future, it will be absolutely necessary to develop, maintain, and
evaluate an employee’s emotional intelligence. Employers will insist on
hiring and retaining health services employees who have not only the
emotional intelligence skills defined by Goleman, but also the skills to
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detect and nurture the emotional intelligence of teams and co-workers.
These skills will empower employees to be both valuable leaders and ef-
fective team players within their organizations. The employee’s ability to
maintain his or her own emotional intelligence, and his or her skill to
develop the emotional intelligence of others, will dramatically improve an
organization’s culture and, ultimately, its competitive advantage. Orga-
nizations must strive to retain employees who can work together and
make adjustments in working relationships and personal dynamics as
needed to satisfy employees at both tangible and intangible levels.

HR managers will need to move beyond traditional thinking and the
use of traditional reward systems to improve workforce performance.
Healthcare leaders will need to instill a sense of pride in the culture of the
organization. High-performing employees and organizations are not moti-
vated solely by traditional perks and reward systems. Instead, they have a
sense of pride and ownership in the organization, and they work hard to
maintain that image. They are proud of their organization and introduce
themselves by using the organization’s name rather than their own particu-
lar area or specialized skill area. Organizations such as Mayo Clinic,
Cleveland Clinic, St. Jude’s Hospital, Mount Sinai Hospital, and Sloan-
Kettering Hospital are just a few of the outstanding healthcare facilities
whose reputations for quality and excellence precede them. At these and
similar institutions, employees are proud of where they work and align
their interests and priorities with their organizations. They have a strong
sense of loyalty to the organization and dedicate themselves to preserving
its reputation for excellence. The healthcare leaders of tomorrow must
work to instill this same sense of pride into their own organizational culture
if they want to transform their facilities into the elite organizations of the
future, setting an example as caring and concerned leaders who support
their employees and provide an atmosphere of trust, compassion, and qual-
ity effort in every aspect of care. These organizations have a much greater
chance of achieving this “brand” level of excellence if they are able to instill
these attributes in their employees and in their corporate cultures.

Another key issue for human resources management in the future is the
generation gap in the workforce. In the next decade, many organizations
will experience the obvious differences between various generations
within the workforce. There will be groups of individuals who will fall
into traditional generational groups: baby boomers, generation X, and
generation Y. Each generational group will have its own value sets, priori-
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ties, strengths, weaknesses, motivational drivers, and communication
skills. Numerous disconnects will inevitably occur between traditional
human resources management mechanisms and novel approaches imple-
mented to obtain desired outcomes related to improving employee per-
formance. One size or one policy will not fit all in this mixed generational
environment. Healthcare managers will need to individually assess the
motivational drivers and values of these distinct employee groups in their
drive to achieve success throughout the organization. Modification and
reengineering of human resources policies, procedures, and reward sys-
tems will be needed to achieve buy-in of all employee groups. Addi-
tionally, the disparate employee groups will need to be assimilated and
accommodated by one another if team efforts are to be successful.
Healthcare leaders will need to show tolerance and sympathy toward all
generational groups so as to promote harmony in the workplace. The
value systems of each group will need to be examined and communicated
to all employees with the goal of improving understanding and awareness
of the whole organization. Emphasis on intangible benefits and corporate
values will need to be merged with individual value sets to garner collec-
tive support for future initiatives. Only by integrating the differences
among various generational groups and the organization’s goals can the
future success of the entire organization be realized.

CONCLUSION

This final chapter has attempted to provide insight into future possibili-
ties in the area of human resources management for health services orga-
nizations. Numerous economic, political, technological, social, and
regulatory trends will significantly affect the management of vital human
resources in the future. Outsourcing, recruitment and retention, training
and education, compensation, and continuous quality improvement are
specific areas that must be carefully examined. Useful strategies may in-
clude performing a gap analysis for the organization, evaluating the emo-
tional intelligence of the workforce, bridging the generational diversity
gap, and instilling pride in the corporate fabric of the organization; these
strategies represent promising ways to improve future success and per-
formance. While no single recommendation can ever ensure a successful
future for any organization, to avoid the future by preserving the status
quo will most assuredly lead to failure.



398 CHAPTER 13 THE FuTurk 1s Now

REFERENCES

1.

10.

11.

12.

13.

14.

15.
16.

17.
18.

19.

20.
21.

22.

Center for Medicare & Medicaid Services. National Healthcare Expenditures
Projections: 2003—2013. Available at: cms.hhs.gov.

. Reinhardt U. Future Trends in American Healthcare: Micro-Economic Misery on a

Sea of Macro-Economic Wealth. A keynote presentation given at the Annual
Association of University Programs in Health Administration, San Diego, CA:
June 2004.

. Federal Reserve. Federal Reserve Release. May 16, 2000.
. AHA Hospital Statistics. 1999-2004 editions. Chicago: Health Forum, LLC, an

affiliate of the American Hospital Association.

. Casey A, Drazen E, Metzger |, Patrino K. Eleven Critical Success Factors for

Implementing Electronic Medical Records. GE Medical Systems. Available at:
http://www.medicalogic.com/emr/user experience/eleven_factors.html.

. Ginter PM, Swayne LE, Duncan WJ. Swrategic Management of Healthcare

Organizations. Fourth Edition. Cambridge: Blackwell Publishers; 2002.

. American Hospital Association Annual Survey Database, 2002.
. Conn J. Faculty shortage limiting nursing school growth. Modern Healthcare.

December 15, 2004.

. Greenburn M, Flores G. Professional interpreters needed to help hospitals treat

immigrant patients. Modern Healthcare. 2004; 34(18):21.

O’Brien-Pallas L, Baumann A, Donner G, Tomblin Murphy G, Lochhaas-
Gerlach ], Luba M. Forecasting models for human resources in healthcare.
Journal of Advanced Nursing. 2001; 33:120—129.

Association of State and Territorial Health Officials (ASTHO). State Public
Health Employee Worker Shortage Report: A Civil Service Recruitment and
Retention Crisis.

Romano M. Doc surplus no more. Modern Healthcare. 2003; 33(41):16.

May EL. Are people your priority? Healthcare Executive. 2004; 19(4):8-10,
12-16.

Abrams. Employee retention strategies: lessons from the best. Healthcare
Executive. 2004; 19(4):18-22.

Haley E. Mutual benefit. Fast Company. October 2004. Issue 87.

Becker C. Workforce report 2004: taking initiative on training. Modern
Healthcare. 2004; 34(24):26, 34.

Morrissey J. Out to set the record. Modern Healthcare. 2003; 33(42):28-32, 35.
Reilly P. Recruiting and retaining nurses. Modern Healthcare. November 24,
2003.

Rosto L. The outsourcing option. Advance. 2003; 51:53-54.

Byrne J. Has outsourcing gone too far? Business Week. April 1, 1996:26-28.
Joint Commission on Accreditation of Healthcare Organizations. Principles for
the construct of pay-for-performance programs. Joint Commission News Release.
November 22, 2004.

Reilly P. Perking up. Modern Healthcare. 2003; 33(31):24-28, 34.



23.

24.

25.

26.

REFERENCES 399

Garvey C. Meaningful tokens of appreciation: cash awards aren’t the only way to
motivate your workforce. HR Magazine. 2004; 49:8.

Watkins C, Wainright C, Lovely T. Logan Aluminum—A Dynamic Approach to
Worksite Health Promotion. Wellness Councils of America. 2005. Available at:
heep://www.welcoa.org/freesources/pdf/logan_alum_case_study.pdf. Accessed
April 7, 2006.

Goleman D. Emotional Intelligence: Why It Can Matter More Than 1Q. New
York: Bantam Books; 1995.

Goleman D. Working with Emotional Intelligence. New York: Bantam
Doubleday Dell Publishing Group, Inc; 1998.






Index

Note: Page numbers with findicate figures, #indicate tables.

A

Accreditation Association for Ambulatory
Health Care (AAAHC), 284

Acute Care Hospital Survey of RN Vacancy
and Turnover Rates, 188

Administrators, qualifications needed by
public sector, 75-76

Adulr day care, 226

Advocate Healthcare, 126

AFL-CIO, 43, 181-182

Age Discrimination in Employment Act
(1967), 21, 67, 322

Agency for Healthcare Research and Quality
(AHRQ), 210

AIDS guidelines, 263-264

Albert Einstein Health Network (AEHN),
131, 137, 141-142, 147

Allied Health Reinvestment Act, 190

Allied health workers

categories of, 8
education requirements and future roles

for, 8-9

Alternative service delivery (ASD), 86

American Academy of Nursing, 193

American Association of Colleges of
Nursing, 241

American Association of Critical-Care
Nurses, 215

American Association of Respiratory Care,
189

American College of Healthcare Executives
(ACHE), 36, 45, 126, 254-255,
304

American College of Medical Practice
Executives (ACMPE), 303

American Federation of Government
Employees (AFGE), 91

American Health Care Association (AHCA),
241

American Hospital Association, 100, 189,
219

American Medical Association, 188

American Nurses Association (ANA), 193,
205, 260

American Nurses Credentialing Center
(ANCCQ), 193

American Organization of Nurse Executives,
188

American Public Health Association, 117

American Public Human Services
Association (APHSA), 118-119

American Society for Healthcare Human
Resources Administration, 100,
120

American Society of Health-System
Pharmacists (ASHP), 173

American Society of Radiologic
Technologists, 190

Americans with Disabilities Act (ADA)
(1990), 21, 45-46, 67, 112-113,
321

Assisted living, 227

Association of State and Territorial Health
Officials (ASTHO), 107, 109,
112

Atomic Energy Act (1954), 67

401



402 INDEX

B
Background checks, 266-267, 282, 319
Barnes Jewish Christian (BJC) Health
System, 126, 130, 140, 141, 142,
150
Baylor Health System, 135, 136, 146
Benefits
See also Compensation
in community health centers, 290
future and, 392-394
in integrated health systems, 150152
in long-term care, 246-251
in managed care, 178-179
outsourcing of, 85-87
in physician practices, 310-317
in the public sector, 84-87, 111-112
Berkshire, Steven, 31-49
Best Places to Work in the Federal Government
2005, 78-79
Bioterrorism, 47
Boutique providers, 35
Broad banding, 147
Burnett, Karen, 157—-184
Burns, Mark, 51-72

C

Catholic Healthcare West, 134

Center for Medicare and Medicaid Services
(CMS), 228, 230, 266, 267

Centers for Disease Control and Prevention,
263-264

Certification for Graduates of Foreign
Nursing Schools (CGENS), 239

Certified Compensation Professionals
(CCPs), 36

Certified nursing assistants (aides) (CNAs),
230-231, 305

Civil Rights Act (1964), Title VI, 20,
44-45, 67, 321

Civil Rights Act (1991), 21

Civil Service Commission, 84

Civil Service Reform Act (CSRA), 84

Civil Service Retirement System (CSRS), 84

Cleveland Clinic, 396
Clinton, Bill, 77
Communication, role of, 55-56, 214-215
Community health centers
benefits, 290
compensation, 288-290
education requirements, 294-297
employees, 276-277, 2761, 277-279
impact of losing physicians, 286-287
legal and regulatory issues, 297
overview of, 274-277
performance evaluations, 290-293
problems with, 25
recruitment and selection, 279-284, 281+¢
retention, 284—288
safety, 293-294
training, 294-297
Compensation, 11-12
See also Benefits
in community health centers, 288-290
current issues, 39—41
future and, 392-394
in integrated health systems, 145-150
internal versus external equity, 66, 83
laws covering employee, 22, 66
in long-term care, 243-245, 243+
in managed care, 175-178
models, 312-313
performance-based versus competency-
based systems, 40, 173-174
in physician practices, 310-317
in public health clinics, 360-362, 361
in the public sector, 81-84, 111
signing bonuses, 40
types of, 66
Competency validation, 199-200
Competition, handling, 56-57
Conference Board, 85
Confidentiality issues, 171
Conflict management, 215-216, 216¢
Congressional Budget Office, Economic and
Budget Issue Brief, 212, 213
Consolidated Omnibus Budget Reconciliation
Act (COBRA) (1986), 22, 42



Continuum of care. See Long-term care
Core competencies, in the public sector,
116-119, 117¢
Costs of health care. See Funding and costs
of health care
Council on Graduate Medical Education,
188-189
Credentialing
in community health centers, 283-284
in the public sector, 117-118
Crossing the Quality Chasm: A New Healthcare
System for the 21 Century, 20
Customer service model, 103

D
Defamation liability, 201-202
Demand for health care, increasing, 14-15
Dentists, education requirements and future
roles for, 6-7
Desert Samaritan Medical Center, 146
Design issues, 57-58
Detroit Public Schools, 86—87
Discrimination
employment, 20-21, 45-46
gender, 45
Diversity issues, 58
in managed care, 169-170
in public health clinics, 366
Domain consensus, 57
Drug-Free Act (1988), 65
Drug testing, of employees, 65
Due process, 201
Duldulao vs. St. Mary of Nazareth Hospital
Center, 252

E
Eastern Mercy Health System (EMHS), 137
Economic credentialing, 181
Economic trends, 374, 375-377t, 378
Education

community health centers requirements,

294-297
continuing, 12, 63-64, 255

INDEX 403

core competencies in the public sector,
116-119, 117¢
future in, 390-392
integrated health system requirements,
139-143
long-term care requirements, 251-256
managed care requirements, 174-175
physician practices requirements,
322-327
public health clinics requirements,
359-360
public sector administrators and
requirements, 76
public sector requirements, 90-91,
115-116
Efficiency, emphasis on, 19-20
8/80 Rule (back-to-back work agreement),
261
Electronic medical records (EMRYs), greater
reliance on, 20
Emotional Intelligence (Goleman), 395
Employee assistance programs (EAPs), 64,
365
Employees
in community health centers, 276-277,
276¢,277-279, 284-285
confidentiality issues, 171
contingent, 39
contract/agreement, 62—63
criminal background checks, 196
diversity, need for, 169-170, 192
drug testing, 65
employer relations in the public sector,
112-119
employment statistics, 37-38, 38
files, 328-329, 341
finding and retaining competent, 36-39,
64-65
handbook, 328, 339-340
hiring, for hospitals, 195-199, 198+
in long-term care, 229-232
in managed care, 180-181
orientation, 170-171
performance evaluations, 65-66



404 INDEX

in public health clinics, 353-355, 353/,
354f
recruitment and selection, 11, 60-62
relations in hospitals, 214-216
safety in the public sector, 110-111
shortages and surpluses, 16-18, 37¢
training and education, 63-64
Employment
in community health centers, 279-284,
281¢
contract/agreement, 62—63
discrimination, 20-21, 45-46
future for, 388-390
in hospitals, 188-192, 191¢
in integrated health systems, 134137
laws, 21-22, 44—46, 68
legal issues, in the public sector, 104-106
in long-term care, 232-239
in managed care, 166-171
in physician practices, 317-321
in public health clinics, 355-358, 356+,
357t 358t
in the public sector, 80, 104-110
statistics, 37-38, 38¢
trends, 378-379, 379t
Employment at will, 104-105, 195-196
Employment Retirement and Income
Security Act (ERISA) (1974),
22,42
Empowerment, 284-285
Environmental issues, 5657
Equal Employment Opportunity Act, 113,
394
Equal Employment Opportunity
Commission (EEOC), 46
Equal Pay Act (1963), 21, 268, 321

F

Fahey, Daniel E, 301-338

Fair Labor Standards Act (FLSA) (1938), 21,
41, 66, 111, 113, 261, 322

Fairview Hospital and Healthcare Services,

133

False Claims Act, 46-47
Family and Medical Leave Act (1993), 22,
321-322
Family Healthcare Center (FHC), 296
Federal Employees Retirement System
(FERS), 84
Federal Labor Relations Authority, 84, 93
Federally qualified health centers. See
Community health centers
Federal Service Labor-Management
Relations Act (FSLMRA), 93
Federal Tort Claims Act (FTCA), 290
Fitch Ratings Ltd., 240
Flexible work schedules, 190
Franciscan Health System, 146
Funding and costs of health care
annual premiums for, 162¢
changes in, 157-158, 158z
escalation in premiums, 158, 159, 159/,
161, 163

G

Gain-sharing programs, 146-147

Gautam, Kanak, 125-156

Gellatly, Donna L., 225-272

Gemeinhardt, Gretchen, 273-299

Gender discrimination, 45

General Accounting Office (GAO), 86

Goleman, Dan, 395-396

Good Samaritan Health System, 143—144,
145-146

Gore, Al, 77

Government Performance Project, 79

Graduate Medical Education National
Advisory Committee
(GMENAC), 18

Greene, Lloyd, 99-123

Griffin, Harold R., 73-98

Hay, 145
Healthcare delivery, future of, 26-27, 48-49



Healthcare industry, growth of
due to baby boomer generation, 2-3
due to technology, 2
market-based system, 3
Healthcare industry, problems with
demand, increasing, 14-15
dissatisfaction, increasing, 16
efficiency, emphasis on, 19-20
erosion of care and personal touch, 15-16
medical errors, 20
outdated, 15
shortages and surpluses, 16-19
Healthcares Human Crisis: The American
Nursing Shortage, 195
Health center boards, 275, 275t
Health insurance
annual premiums for, 162#
for non-elderly and elderly groups, 161#
percentage of insured workers by
employer size, 162f
in the public sector, 85
Health Insurance Portability and
Accountability Act (HIPAA)
(1996), 10, 20, 23, 41, 56, 365,
381
Health maintenance organizations (HMOs)
See also Managed care
enrollment statistics, 160, 160/
quality of care and costs, 159-160
Health One, 131
Health professional shortage areas (HPSAs),
19
Health providers, 4/
See also under types of
minorities, need for diversity, 19
qualities needed by, 52-58
shortages and surpluses, 16-19
Health Resources and Services
Administration (HSRA), 109,
243,290, 344
Henry Ford Health System, 126, 146
Hewitt, Anne M., 343-371
Hewitt and Associates, 190
Hodes Research, 235, 238

INDEX 405

Home health agency, 226
Hospice, 227
Hospitals
classifications of 186, 187¢
competency validation, 199-200
delegation rules, 208-209
employee relations, 214-216
employment opportunities, 187
hiring employees, 195-199, 198+
independent practitioners, credentialing,
196-199
magnet, 193-195, 193¢
overtime, 207-208
overview of, 186—188
patient safety, 209-214, 211¢
performance evaluations, 200-203
policymaking, participation in, 203
problems with, 24-25
recruitment and selection, 188—192,
191¢
retention, 192-195
scheduling and staffing issues, 204-207,
206¢
unionization, 217-219, 218¢
Hospitals and Health Network (HHN),
260
HR Outsourcing in Government
Organizations, 85
Human capital approach, 103
Human resources
allied health workers, 8-9
challenges, 14-20
current issues, 31-36
dentists, 6-7
functions, 10-14, 13, 58-59
future for, 373-397
nonphysician practitioners, 9
nurses, 10
pharmacists, 7-8
physicians, 5-6
Human resources administration, role of,
68-69, 382-388, 384-387f
Human resources information system

(HRIS), 134



406 INDEX

|

Illinois, laws regarding long-term care in,
264-268
Immigration Reform and Control Act, 46
Independent practitioners
competency validation, 199
credentialing, 196-199
in long-term care, 237-238
in physician practices, 316-317
In Our Hands: How Hospital Leaders Can
Build a Thriving Workforce,
189-190, 219
Inova Health System, 135, 139
Institute for the Study of Public Policy, 78
Institute of Medicine, 20, 209-210, 358,
381
Insurance benefits, in long-term care, 249
Integrated delivery systems (IDS), problems
with, 24
Integrated health systems (IHSs)
advantages of, 127-128
benefits, 150—152
compensation, 145-150
development of, 126-127
educational requirements, 139-143
examples of, 126
formation of, 130—132
human resource functions in, 129-130,
1291
organizational chart of, 129/
overview of, 127-132
performance evaluations, 143-145
recruitment and selection, 134—137
requirements of, 128-129
retention, 137-139
strategic planning, 132-134
training, 140-143
unionization, 152—154
Intermediate care facility, 227
Intermountain Healthcare, 126
International Public Management
Association for Human Resources,
85
Internet recruiting, 167-168

J

Job security, in the public sector, 85
Job sharing, 247-248
Johnson & Johnson, Campaign for
Nursing’s Future Initiative, 190,
242
Joint Commission on Accreditation of
Healthcare Organizations
(JCAHO), 12, 33, 115, 134, 284,
363
competency validation, 199, 200
magnet hospitals, 193
overtime, 208
patient safety, 210, 211
quality of care, 214
training, mandated, 140, 141

K

Kaiser Permanente, 160, 181, 302
Kotter, Marie L., 157-184

L
Labor Management Relations Act (1947),
92
Labor Management Reporting and
Disclosure Act (1959), 92
Landrum-Griffin Act (1959), 92, 217
Leadership, 52-53
Legal and regulatory issues
in community health centers, 297
compensation and benefits, 22, 66
compliance regulations, 46-47, 68
defamation liability, 201-202
due process, 201
employment discrimination, 20-21,
45-46, 67
employment laws, 21-22, 44—46
future, 381-382
healthcare laws, 21-22, 41-42, 67-68
in long-term care, 263-269
malpractice, 212-213
need to be aware of, 12-14



in physician practices, 321-322
in public health clinics, 363-366
recruitment and, 190
safety, 22, 47-48
unionization, 42-44
Liability issues, impact of, 35
Licensed practical nurses (LPNs), 231
Licensed vocational nurses (LVNs), 231, 305
Limited English proficiency (LEP)
regulations, 265-266
Lloyd-LaFollette Act (1912), 92
Logan Aluminum, 393
Long-term care
allocation of staff, 231-232, 231¢
benefits, 246-251
compensation, 243-245, 243¢
education requirements, 251-256
employees, 229-232
facilities, problems with, 25
independent practitioners in, 237-238
legal and regulatory issues, 263-269
nursing shortages, 241-242
overview of, 226-232
performance evaluations, 256259
recruitment and selection, 232-239
retention, 239-242
training, 251-256
turnover rates, 242, 242¢
unionization, 259-263

M
Magnet hospitals, 193-195, 193¢
Malpractice, 212-213
Managed care
benefits, 178-179
compensation, 175-178
education requirements, 174-175
employee relations, 180-181
equal opportunity and, 165
managing work flow in, 165
overview of, 157-163
performance evaluations, 172-174
recruitment and selection, 166—171

INDEX 407

retention, 171-172
strategic planning, 163-165
training, 174-175
turnover, 172
unionization, 181-182
workforce diversity, 169—-170
Managed care organizations (MCOs),
problems with, 24
Manor Health Care, 258
Massachusetts General Hospital, 135
Mayer, John, 395
Mayo Clinic, 302, 396
Medicaid, long-term care and, 228
Medical errors, 20
Medical Group Compensation and
Productivity Survey, 191
Medical Group Management Association
(MGMA), 36, 302, 304-305
Medicare, long-term care and, 228
Medimorphus.com, 239-240
Meridia Health System, 149
Merit System Protection Board, 84
Metropolitan Healthcare Council of
Chicago, 248, 249
Missing Persons: Minorities in the Health
Professions, 192
Modern Healthcare, 181
Motivation, 53-54
Mount Sinai Hospital, 396
Mount Sinai Medical Center (MMSC),
131

N

National Association of Boards of Examiners
of Long-Term Care
Administrators, 256

National Association of Community Health
Centers, 288

National Association of County and City
Health Officials (NACCHO),
344

National Center for Health Statistics

(NCHS), 228-229



408 INDEX

National Center for Health Workforce
Analysis, 362
National Federation of Federal Employees,
92
National Healthcare Background Check
Pilot Project, 266, 267
National Health Service Corps (NHSC),
280, 281¢, 362
National Institute of Occupational Safety
and Health (NIOSH), 263
National Labor Relations Act (NLRA)
(1935), 21-22, 41, 68, 92,
217-218
1974 amendments, 261-263
National Labor Relations Board (NLRB),
217,218
National Nursing Home Survey, 228-229
National Partnership for Reinventing
Government, 77
National Performance Review (NPR), 77
National Practitioner Data Bank (NPDB),
198, 284
National Sleep Foundation, 207
National Treasury Employees’ Union, 91
New Samaritan Health System, 142
NLRB vs. Kentucky River Community Care
Inc., 262-263
Nonphysician practitioners (NPPs),
education requirements and future
roles for, 9
Nuclear Regulatory Commission (NRC),
67
Nurse Reinvestment Act (2002), 190, 242
Nurses
education requirements and future roles
for, 10
foreign, 238-239
in HMO-enrollment states, 177/, 178
in hospitals, 188, 193-195
in long-term care, 230-232, 241-242
in physician practices, 305, 320
in public health clinics, 355-358, 3567,
3571, 358¢, 361+
in the public sector, 107, 108

research on work environment in magnet
hospitals, 194-195¢
shortages, 16-17, 34, 36-37, 371 107,
108¢ 166, 188, 190, 195,
241-242
Nursing for a Healthier Tomorrow, 190
Nursing homes. See Long-term care

O
Occupational Safety and Health Act
(OSHA) (1970), 22, 67, 110, 268
Occupational Safety and Health
Administration (OSHA), 67
Office of Personnel Management (OPM),
77,78,79, 84, 85, 88
Older Americans Act, 265
Omnibus Budget Reconciliation Act
(OBRA) (2003), 230, 231
Organizational culture, 54-55
in physician practices, 324-325
Organization development and consulting
model, 103-104
Organized delivery systems, 161
OSCAR (Online Survey, Certification, and
Reporting) system, 228, 229
Outsourcing, 57-58, 390
of benefits in the public sector, 85-87
Overtime, 207-208
in long-term care, 244

P

Partnership for Public Service, 78
Partnerships Project, 349
Patient safety, in hospitals, 209-214, 211¢
Patriot Act, 47
Pay. See Salaries
Pay-for-performance, 173-174, 313
Peer review, 202—-203
Performance management (PM)/
evaluations, 12, 65-66
in community health centers, 290-293
defamation liability, 201-202



due process, 201
in hospitals, 200-203
in integrated health systems, 143145
in long-term care, 256-259
in managed care, 172-174
peer review, 202-203
in physician practices, 329-334
in public health clinics, 362-363
in the public sector, 88-90
Personnel. See Employees
Pew Commission, 160
Pharmacists, education requirements and
future roles for, 7-8
Physician practices
compensation and benefits, 310-317
defined, 302-303
education requirements, 322-327
employment categories, 305-308
independent contractors, 316-317
legal and regulatory issues, 321-322
overview of, 304—-309
performance evaluations, 329-334
problems with, 25-26
recruitment and selection, 317-321
retention, 327-329
strategic planning, 309-310
training, 322-327
Physicians
in community health centers, 286-287
compensation in integrated health
systems, 148-150
credendaling, 196-199
education requirements and future roles
for, 5-6
extenders, 305-306
job searches by, 280, 281~
recruiting, 191-192
shortages and surpluses, 18-19, 166-167,
188-189
Point-of-service (POS) operations, 159
Political trends, 378-379, 379¢
Position-control system, 106
Potvin v. Metropolitan Life, 180-181
Preferred provider organizations (PPO), 159

INDEX 409

Presbyterian Healthcare Services, 126
Privacy issues, 56
in the public sector, 105
Providence Health System, 126
Public health clinics (PHCs)
characteristics of, 345-349, 348/
compensation, 360-362, 361+¢
diversity in, 366
education requirements, 359-360
employees in, 353-355, 353f, 3541
functions of, 349, 350¢
future challenges, 367 ¢
legal and regulatory issues, 363-366
performance evaluations, 362-363
problems with, 26
recruitment and selection, 355-358,
3561 3571 358+
retention, 358-359
role of, 344-345, 345f
strategic planning, 352-355
training, 359-360
trends in, 349-352
types of, 346¢
Public health departments, problems with,
23-24
Public Health Workforce: An Agenda for the
21% Century, 109-110, 110
Public sector
administrators, qualifications needed by,
75-76
benefits, 84-87, 111-112
challenges in, 119-121, 119¢
compensation, 81-84, 111
core competencies, 116-119, 117¢
credentialing, 117-118
downsizing, impact of, 74-75
educational requirements, 90-91,
115-116
employee-employer relations, 112-119
employee safety, 110-111
future for, 93-95
issues in, 76-80, 101
legal employment issues in, 104-106
overview of, 75



410 INDEX

performance evaluations, 88-90
problems with, 23, 74-75

recruitment and selection, 80, 104-110
retention, 81

roles in, 101

shortages in, 102, 107-109, 108
strategic planning, 119-121

training, 91, 115-116

trends in, 101-104

turnover rates in, 114

unionization, 91-93

Q

Quality of care, 214

R
Recruitment, 11, 60-62
in community health centers, 279-284,
281¢
external, 168-169, 318-319
future for, 388-390
in hospitals, 188-192, 191¢
in integrated health systems, 134137
internal, 168, 318-319
Internet, 167-168
laws, 190
in long-term care, 232-239
in managed care, 166-171
in physician practices, 317-321
in public health clinics, 355-358, 3561,
357t 358t
in the public sector, 80, 104-110
Respiratory Therapist Human Resources
Study—2000, The, 189
Respite care, 226
Retention, 11, 64—65
in community health centers, 284-288
future for, 388-390
in integrated health systems, 137-139
in long-term care, 239-242
in managed care, 171-172
in physician practices, 327-329

in public health clinics, 358-359
in the public sector, 81
Retirement housing, 226
Retirement programs
in hospitals, 192-195
in integrated health systems, 151
in long-term care, 249
in the public sector, 112
Robert Wood Johnson Foundation, 195,
215
Rural areas, shortages of health providers in,
18-19
Rural Physician Recruitment Survey, 279

S

Safety
in community health centers, 293-294
laws covering, 22, 47-48
in long-term care, 263264
in managed care, 182
patient, in hospitals, 209-214, 211z
in the public sector, 110-111
St. Jude’s Hospital, 396
Salaries, 40
in community health centers, 288-290
future and, 392-394
in integrated health systems, 145-150
in long-term care, 243-245, 2431,
249-250
in physician practices, 310-317
in public health clinics, 360-362,
361t
in the public sector, 83, 111-112
Salovey, Peter, 395
Sarbanes-Oxley Act, 46
Scanlon plans, 146
Scheduling and staffing issues
in hospitals, 204-207, 206¢
in long-term care, 247-248
Scope and Standards for Nurse Administrators,
193
Scripps Clinic, 302
Senior Executive Service (SES), 82



Senior Professionals in Human Resources
(SPHR), 36
Sentara Healthcare, 126, 137
Service Employees International Union, 260
Sexual harassment, 45, 63
Shortages
in hospitals, 188-189
in long-term care, 241-242
in managed care, 166-167
of nurses, 16-17, 34, 36-37t¢, 107, 108+,
166, 188, 190, 195, 241-242
occupational classed affected by, 384/
of physicians, 18-19, 166-167, 188-189
position vacancy rates, 385/
in the public sector, 102, 107-109, 108z
solving, 386, 3871
Sick pay, in long-term care, 250
Silence Kills: The Seven Crucial Conversations
for Healthcare, 215
Sister of Charity Health System (SCHY),
136
Skilled nursing facility, 227
Sloan-Kettering Hospital, 396
Social Security Act (1935), 21, 41
Social trends, 379-380
Specialization, impact of, 34-35
Sportsman, Susan, 185-223
SSM Healthcare, 137, 143, 144
Staff. See Employees
Stark laws, 304
Strategic human resources management
(SHRM), 59-60, 104
Strategic planning, 11
future and, 394-397
in integrated health systems, 132134
in managed care, 163-165
in physician practices, 309-310
in public health clinics, 352-355
in the public sector, 119-121
Sullivan Commission on Diversity in the
Healthcare Workforce, 192
Summa Health System Nursing Service,
190
Sutter Health System, 146

INDEX 411

T
Taft-Hartley Act (1947). See National Labor
Relations Act
Technology
patient safety and, 211-212
trends, 380-381
Tenet Health System, 135
Terrorism, impact on health services, 103
Third-party reimbursements, 32, 158, 158¢
To Err Is Human: Building a Safer Health
System, 209-210
Training, 12, 6364
clinical, 140-141
future in, 390-392
in community health centers, 294-297
in integrated health systems, 140-143
in long-term care, 251-256
in managed care, 174-175
mandated, 140, 141
in physician practices, 322-327
in public health clinics, 359-360
in the public sector, 91, 115-116
Trihealth System, 141
Turnover
in hospitals, 188
in integrated health systems, 137
in long-term care, 242, 242¢
in managed care, 172
in public health clinics, 358-359
in public sector, 114, 386f

U
Ulrich, David, 100
Unemployment compensation, 249
Uniform Conviction Information Act
(UCIA), 267
Uninsured, impact of, 102
Unionization, 40, 42—44, 62
in hospitals, 217-219, 218~
in integrated health systems, 152-154
in long-term care, 259-263
in managed care, 181-182

in the public sector, 91-93



412 INDEX

USA Today, 253

U.S. Department of Health and Human
Services, 84, 91

U.S. Department of Homeland Security, 47

v

Violence, workplace, 47-48, 182

VitalSmart, 215

Vulnerable Adults Protection Act (2005),
267

W

Wagner Act (1935), 68, 259

Washington University, 140

Who Will Keep the Public Healthy? Educating
Public Health Professionals in the
21 Century, 358

Wisconsin Department of Employment
Relations, 80
Worker Adjustment and Retraining
Notification Act (WARN) (1989),
267
Worker's compensation insurance, 248
Workforce diversity
in hospitals, 192
in managed care, 169-170
in public health clinics, 366
Workplace
flexible schedules, 190, 247-248
violence, 47-48, 182
World Health Organization, 80
Wrainright, Charles E 111, 373-399



	Contents
	About the Editor
	Contributors
	Preface
	PURPOSE
	SCOPE
	TARGETS
	ORGANIZATION

	Acknowledgments
	Chapter 1: Human Resources in the Healthcare Sector
	HEALTHCARE HUMAN RESOURCES
	Physicians
	Dentists
	Pharmacists
	Allied Health Workers
	Nonphysician Practitioners
	Nurses

	HUMAN RESOURCES: FUNCTIONS
	Strategic Planning
	Recruitment and Selection
	Retention
	Compensation and Benefits
	Performance Evaluation
	Training and Education
	Legal and Regulatory Issues

	HUMAN RESOURCES: CHALLENGES
	Increasing Demand
	Outdated System
	Erosion in Caring and Personal Touch
	Increasing Dissatisfaction
	Shortages and Surpluses
	Physician Shortage/Surplus
	Provider Maldistribution
	Provider Diversity

	THE LEGAL ENVIRONMENT
	Federal Equal Employment Opportunity Laws
	General Employment Laws
	Benefits
	Safety
	Health-Related Regulations

	MAJOR HUMAN RESOURCE’S ISSUES IN THE HEALTHCARE SETTING
	The Public Sector (Chapter 4)
	The Public Health Sector (Chapter 5)
	Integrated Delivery Systems (Chapter 6
	Managed Care Organizations (Chapter 7)
	Hospitals (Chapter 8)
	Long-Term Care Facilities (Chapter 9)
	Community Health Centers (Chapter 10)
	Physician Practices (Chapter 11)
	Public Health Clinics (Chapter 12)

	THE FUTURE OF HEALTHCARE DELIVERY
	REFERENCES

	Chapter 2: The Practice of Human Resources Management in the 21st-Century Healthcare Organization
	CURRENT ISSUES
	THE CHALLENGE OF FINDING AND RETAINING COMPETENT PEOPLE
	COMPENSATION AND BENEFITS ISSUES
	LEGISLATIVE AND REGULATORY ENVIRONMENTS
	Unionization
	Title VII and Other “Rights”
	Compliance Functions
	Safety

	WHERE DOES HUMAN RESOURCES GO FROM HERE?
	REFERENCES

	Chapter 3: Essential Components of Human Resources Practices and Management
	ORGANIZATIONAL ELEMENTS OF HUMAN RESOURCES IN HEALTHCARE ORGANIZATIONS
	Leadership
	Motivation
	Organizational Culture
	Communication and Information Processing
	Environmental Influences
	Design
	Human Resources and Diversity Issues

	HUMAN RESOURCES FUNCTIONS
	STRATEGIC HUMAN RESOURCES MANAGEMENT
	RECRUITMENT AND SELECTION
	CONTRACT/AGREEMENT
	TRAINING AND EDUCATION
	RETENTION
	PERFORMANCE EVALUATION
	COMPENSATION
	LEGAL/REGULATORY ISSUES AND COMPLIANCE
	THE ROLE OF HUMAN RESOURCES ADMINISTRATION IN SUPPORTING FUNCTIONS
	CONCLUSION
	REFERENCES

	Chapter 4: Human Resources Practice in the Public Sector
	VIGNETTE
	INTRODUCTION
	OVERVIEW OF THE SETTING
	QUALIFICATIONS OF HUMAN RESOURCES ADMINISTRATORS
	Issues in HRM Administration

	RECRUITMENT AND SELECTION
	RETENTION
	COMPENSATION
	BENEFITS
	PERFORMANCE MANAGEMENT
	TRAINING AND EDUCATION
	UNIONIZATION
	CONCLUSION
	REFERENCES

	Chapter 5: General Principles of Human Resources Management in Public Health Settings
	VIGNETTE
	INTRODUCTION
	OVERVIEW OF THE SETTING
	Roles
	The Work Environment and Public Health Programs
	Trends in Public Health Human Resources Management

	RECRUITMENT AND SELECTION
	Regulatory and Legal Issues in Employment
	Design and Implementation of Recruitment Processes
	Recruitment Challenges and Opportunities in Public Health Settings

	EMPLOYEE SAFETY
	COMPENSATION AND BENEFITS
	EMPLOYEE RELATIONS
	Legal Framework
	Managing Relationships and Employee Relations Programs
	Training and Education
	Core Competencies for Public Health Professionals

	STRATEGIC PLANNING
	CONCLUSION
	REFERENCES

	Chapter 6: Managing Human Resources in an Integrated Healthcare System
	VIGNETTE
	INTRODUCTION
	OVERVIEW OF THE SETTING
	The Human Resources Function in an IHS
	The Role of Corporate HR During IHS Formation
	Beyond System Formation: Formulating and Implementing Corporate HR Policies

	STRATEGIC PLANNING
	Policies Related to Strategic HR Planning and Information Systems

	RECRUITMENT
	SELECTION
	RETENTION
	TRAINING AND EDUCATION
	PERFORMANCE MANAGEMENT
	COMPENSATION
	PHYSICIAN COMPENSATION
	BENEFITS
	UNIONIZATION
	CONCLUSION
	REFERENCES

	Chapter 7: Human Resources Issues in Managed Care Settings
	VIGNETTE
	OVERVIEW OF THE SETTING
	STRATEGIC PLANNING
	Planning and Implementing HR Strategy in Managed Care Settings
	Managing the Flow of Work in Managed Care Settings
	Understanding Equal Opportunity and the Legal Environment in Managed Care Settings

	RECRUITMENT AND SELECTION
	Internet Recruiting
	Internal Recruiting

	External Recruiting
	Managing Workforce Diversity in Managed Care Settings
	Selection
	Orienting the Workforce

	RETENTION
	Managing Separations and Outplacements

	PERFORMANCE MANAGEMENT
	TRAINING AND EDUCATION
	COMPENSATION AND BENEFITS
	Managing Compensation and Rewarding Performance in Managed Care Settings
	Designing and Administering Benefits in Managed Care Settings

	EMPLOYEE RELATIONS
	Developing Positive Employee Relations and Communication in Managed Care Settings
	Managing Discipline and Respecting Employee Rights in Managed Care Settings

	UNIONIZATION
	Ensuring Workplace Safety and Health in a Managed Care Setting

	CONCLUSION
	REFERENCES

	Chapter 8: The Human Resources Function in Hospitals
	VIGNETTE
	OVERVIEW OF THE SETTING
	RECRUITMENT AND SELECTION
	Lack of Diversity in Healthcare Providers

	RETENTION
	THE HIRING PROCESS
	Hospital Employees
	Credentialing of Independent Practitioners

	COMPETENCY VALIDATION AND PERFORMANCE APPRAISAL
	Initial Competency Validation
	Granting Privileges to Independent Practitioners
	Ongoing Competency Validation
	Performance Appraisal
	Due Process
	Defamation Liability
	Peer Review

	THE WORK ENVIRONMENT
	&#8220;Provider-Friendly&#8221; Organizational Structures
	Scheduling and Staffing
	Overtime
	Delegation Rules

	TRAINING AND EDUCATION
	Patient Safety
	Technology and Patient Safety
	Malpractice
	Accountability for Quality of Care

	EMPLOYEE RELATIONS
	Communication and Interpersonal Relationships
	Conflict Management

	UNIONIZATION
	The National Labor Relations Acts
	Impact of Labor&#8211;Management Disputes in Hospitals
	Does the Act of Supervision Imply Management?

	CONCLUSION
	REFERENCES

	Chapter 9: Human Resources Management Along the Continuum of Care
	VIGNETTE
	OVERVIEW OF THE SETTING
	Staffing

	RECRUITMENT AND SELECTION
	Methods of Recruitment
	Methods of Staffing

	RETENTION
	Nursing Shortage

	COMPENSATION
	BENEFITS
	Mandated Benefits
	Retirement-Related Benefits
	Insurance Benefits
	Payment for Time Not Worked
	Other Benefits

	TRAINING AND EDUCATION
	PERFORMANCE EVALUATION
	UNIONIZATION
	LEGAL AND REGULATORY ISSUES
	Regulations Specific to Long-Term Care

	CONCLUSION
	REFERENCES

	Chapter 10: Human Resources Management in Community Health Centers
	VIGNETTE
	OVERVIEW OF THE SETTING
	STAFFING
	Job Description
	Job Specification
	Job Analysis

	THE EMPLOYMENT PROCESS
	Recruitment and Selection
	Employment Applications
	Interviewing
	Reference Checks
	Hiring
	Credentialing of Clinical Staff

	RETENTION
	Promotion and Job Changes
	Separation

	COMPENSATION AND BENEFITS
	Compensation
	Benefits

	PERFORMANCE EVALUATION
	Problem Identification and Employee Counseling
	Counseling
	Performance Appraisal
	Discipline

	SAFETY
	TRAINING AND EDUCATION
	LEGAL AND REGULATORY ISSUES
	CONCLUSION
	REFERENCES

	Chapter 11: Human Resources in Physician Practice Management
	VIGNETTE
	INTRODUCTION
	OVERVIEW OF THE SETTING
	Major Employment Categories
	Nurses
	Physician Extenders
	Other Clinical Staff
	Office Support Staff
	Caring Physicians

	Physician Influence in Human Resources
	Legal Structure

	STRATEGIC PLANNING
	COMPENSATION AND BENEFITS
	Compensation Strategy
	Compensation Plan Approval Process
	Compensation Models
	Physician Compensation and Benefits
	Alternative Compensation Methods
	Redesigning a Physician Compensation Plan
	Academic Practices
	Physician Employment Agreements
	Independent Contractors

	RECRUITMENT
	Recruitment Process
	Internal Versus External Recruiting

	SELECTION
	Reference Checks
	Reducing the Hiring Risk
	Nurse Recruitment
	Physician Recruitment
	Legal Issues in Recruitment and Selection
	Other Legal Issues

	TRAINING AND EDUCATION
	Employee Orientation
	Physician Orientation
	Organizational Culture Integration
	Role of Trainer
	Training and Motivation
	Job Rotation and Cross-Training
	Positive Training Environment

	RETENTION
	Benefits Enhancement
	Educational Incentives
	Employee Handbook
	Personnel Files
	Right to View Personnel Files

	PERFORMANCE EVALUATIONS
	Alternative Evaluation Methods
	Performance Evaluation Elements
	Task Performance Versus Behavior
	Problems with Performance Evaluations
	Progressive Discipline and Grievance Procedure

	CONCLUSION
	REFERENCES
	Exhibit A: Employee Handbook
	Section I
	Section II
	Section III
	Section IV
	Section V
	Section VI

	Exhibit B: Personnel Files

	Chapter 12: Human Resources Practices and Management in Public Health Clinics
	VIGNETTE
	INTRODUCTION
	OVERVIEW OF THE SETTING
	Role and Characteristics
	Emerging Trends: Internal and External Influences on Public Health Clinics
	Understanding and Managing Human Resources for Public Health Clinics

	STRATEGIC PLANNING
	RECRUITMENT AND SELECTION
	RETENTION
	TRAINING AND EDUCATION
	COMPENSATION
	PERFORMANCE EVALUATION
	LEGAL AND REGULATORY ISSUES
	Protocols for Contracts and Agreements
	Legal/Regulatory Issues and Compliance

	HUMAN RESOURCES OPPORTUNITIES AND CHALLENGES
	CONCLUSION
	REFERENCES

	Chapter 13: The Future Is Now: A Call for Action
	OVERVIEW OF THE SETTING
	ECONOMIC TRENDS
	POLITICAL TRENDS
	SOCIAL TRENDS
	TECHNOLOGICAL TRENDS
	REGULATORY TRENDS
	IMPLICATIONS FOR HUMAN RESOURCES MANAGERS
	RECRUITMENT, SELECTION, AND RETENTION
	Contract Employees and Outsourcing

	EDUCATION AND TRAINING
	COMPENSATION AND BENEFITS
	STRATEGIC PLANNING
	CONCLUSION
	REFERENCES

	Index



