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Preface

For the first time since the 1930s, hospitals in the United States are
confronted with the choice of making fundamental change in the
way they function or risk the possibility of closure. The economic
pressures and the professional and public concerns about hospi-
tal performance that created this situation have been building for
the past two decades. Most recently, the growth of managed health
care in communities across the United States has had, and con-
tinues to have, a profound impact on the hospital industry. Man-
aged care organizations negotiate access to health care providers
for large numbers of “covered lives” and strive to control both the
utilization and cost of hospital services. Moreover, many managed
care organizations use other measures of hospital performance to
contract selectively with hospitals that demonstrate the ability to
ensure that the plan’s enrollees have timely access to high-quality
care that is provided in ways that meet the patients’ expectations.

The big idea of managed care—controlling costs without de-
creasing the quality of the care provided—is a sea change in the
way hospital managers, physicians, nurses, and others think about
medical care. For many years hospital reimbursement was based
on the unregulated charges hospitals levied. Even with the intro-
duction of Medicare’s Prospective Reimbursement System in 1983,
negotiated price discounts, per diem reimbursement, and other
attempts to slow the growth in hospital expenditures, the cost of
hospital care continued to rise, and the conventional wisdom was
that improving quality of care required greater expenditure of
money. Now, however, with managed care plans and employers de-
manding reductions in costs and increasingly relying on measures
of service, quality, and cost to make health care purchasing deci-
sions, a hospital’s continued viability depends on successfully
“squaring the circle” by improving quality while reducing costs.



Xii PREFACE

Hospitals that cannot compete successfully for contracts to provide
services to populations covered by managed care plans are unlikely
to survive the market-driven reform of the hospital industry. In-
deed, many have not.

The need to meet purchaser and consumer expectations is
putting pressure on hospitals to restructure, that is, to fundamen-
tally redefine their core processes. Eliminating or replacing re-
dundant or inefficient services may not be an adequate response.
Rather, hospital leaders are being urged to engage in more radi-
cal organizational changes to maintain or grow market share. In
the race to win acceptance in the health care marketplace, hospi-
tals are shutting down or converting underused patient care units,
eliminating many middle managers, and further reducing payroll
expenses by using more nonprofessionals to perform tasks that
were previously performed by registered nurses and other profes-
sionals. At the same time that these stressful structural and per-
sonnel changes are being made, many hospitals are trying to
change patient care processes through the introduction of patient
care pathways, team care, reengineering, and expanding the array
of care services provided to patients to create a patient-centered,
seamless continuum of care.

A recent survey found that during the first five years of the
1990s, over 60 percent of U.S. hospitals (“Remaking the Rules,”
1994) were attempting to restructure health care by implementing
the types of changes just described. Presumably it is only a matter
of time before market forces push the remaining 40 percent into
making these types of fundamental changes. Still, little systematic
information is available about the specific changes hospitals are
making or about the process of successfully managing change in
these institutions. Though numerous studies have attempted to de-
termine the factors that distinguish hospitals that have closed from
those that remain open or hospitals that are under financial stress
from those that are thriving, virtually no in-depth studies have been
done on the changes hospitals make to maintain viability under
changing market circumstances or the process that is required to
make those changes. We have been uninformed about the best
practices for making organizational change in hospitals. This book
begins to fill that void.
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Purpose of This Book

This book describes and analyzes the changes made in nine of
twenty hospitals that were funded by the Robert Wood Johnson
Foundation and the Pew Charitable Trusts to improve patient care
through organizational innovation and transformation. Although
the initial focus of this national program was on strengthening
hospital nursing, its larger purpose was to improve patient experi-
ences and outcomes in hospitals, and the name of the program,
Strengthening Hospital Nursing: A Program to Improve Patient
Care (SHN), reflects these two related concerns.

The experiences of these hospitals provided a unique oppor-
tunity not only to understand the specific changes made by hospi-
tals as they adapted to environmental pressures but also to identify
the stages in the process of change and the management princi-
ples for successfully moving through the stages of change. The
principles derived from the change experiences of these nine hos-
pitals provide important best-practice guidelines for similar hospi-
tals undertaking fundamental changes.

Not surprisingly, the research trail led us to examine the use of
empowerment strategies as means of achieving organizational
change. Virtually all of the hospitals studied used some form of
empowerment of employees to implement changes that would im-
prove hospital performance. A major blind spot in the manage-
ment literature on empowerment is the putative rationale linking
empowerment to improving organizational effectiveness. In the
few discussions that address this issue, the characteristic that drives
individuals to use their empowered circumstances to improve or-
ganizational performance is the employees’ need to demonstrate
their self-efficacy—their ability to perform well and achieve goals.
This notion is similar to Maslow’s hypothesized need for self-
actualization—the need to realize one’s potential for continued
growth and individual development. Though we agree that many
individuals may indeed be motivated by this characteristic, not all in-
dividuals can be assumed to have high levels of self-efficacy. Most
of us are aware of individuals who have taken advantage of being
empowered to work less, pursue personal interests, or become less
productive when they are working. There must be another way to
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focus the work of empowered staff on improving hospital perfor-
mance. Our research strongly suggests there is: the bounding of
empowerment—the process of focusing the work of empowered em-
ployees on improving organizational performance.

Finally, this book is distinctive because it presents qualitative
data on the impact of the organizational changes implemented by
the SHN study sites on nursing, patient care, and the culture of the
hospital. The impacts were clearly beneficial for some period of
time in all cases. However, the hospitals varied a great deal in the
amount of improvement observed in hospital performance and in
the ability of the hospital to sustain that improvement. We have ex-
amined the reasons for these outcome variations.

This book, then, is a presentation and interpretation of the re-
structuring experiences of these hospitals. It is also a step toward
answering the question, “Can hospitals fundamentally change their
structure and processes, and if so, what are the principles of suc-
cessful change that hospitals should follow?” We use the stories of
the hospitals and of the hospital staff members who worked
earnestly, and at times heroically, to restructure their organizations
as the starting point for our inquiry. The analyses of these experi-
ences incorporated concepts from the applied and theoretical lit-
erature on organizational change to help us understand these
experiences and to enable us to discern what was common about
them across the nine hospitals.

Overview of the Content

Successful organizational change to improve hospital performance
is an important theme of Afer Restructuring, and the book presents
a framework for understanding change and principles to guide
change facilitators through the process of change. Principles
of change to help organizations progress through each stage of
change are identified, and specific examples from the cases are
used to illustrate each principle. The book also uses case material
to assess the impact of the restructuring stimulated by the SHN
program on nursing, patient care, and each hospital’s culture. In
addition, the book identifies the bounding of empowerment as a
fundamental process that maintains the focus of the work of em-
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powered staff members on activities that improve organizational
performance. The book links qualitative research, case study
methodology, and organizational theory to develop practical ap-
proaches to successfully changing hospitals to improve patient care.
Chapter One reviews the environmental forces pressuring hos-
pitals to change and, in particular, the resulting pressure that is
being brought to bear on nursing and patient care. In this chap-
ter, many of the concepts used throughout the remainder of the
book, such as patient-centered care, are introduced and discussed.
Chapter Two describes the Strengthening Hospital Nursing pro-
gram, providing the context for our study. The nine study hospitals
are identified, and the rationale for selecting these nine from the
larger group of hospitals funded by the foundations is explained.
Chapter Three presents the conceptual framework for under-
standing empowerment in its organizational context and intro-
duces a new concept, the bounding of empowerment, that is
crucial to the achievement of organizational change when an em-
powering management strategy is being used. The experiences and
observations of individuals involved in change at the SHN hospi-
tal sites are used to document the keys to empowerment and to
bounding empowerment that are identified in the chapter.
Chapter Four presents the overall conceptual framework we
used for understanding and studying change in organizations. The
framework suggests that there are two broad types of change—in-
novation and transformation. Four types of innovation are identi-
fied: patient care process changes, service changes, administrative
changes, and human resource changes. (For simplicity, we use the
terms change and innovation interchangeably.) Further, the frame-
work suggests that organizational change proceeds in a dynamic,
nonlinear way through five stages: readiness to change, awareness
of the need to change, identification and selection of changes, im-
plementation, and institutionalization of changes. The methods
used to study organizational change in the SHN hospitals are also
presented in this chapter. Particular attention is paid to the method-
ology for preparing case studies of each of the nine hospitals.
Chapter Five presents the changes actually implemented by the
study hospitals, organized by the four types of changes identified in
Chapter Four. The presentation comments on the relative ease or
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difficulty with which these changes were made and identifies some
of the obstacles to change that appeared in the study hospitals.

Chapter Six identifies the principles of successful change that
were revealed by the cross-case analysis of the changes implemented
in the study hospitals. The principles are the important actions
taken or decisions made that enabled the hospitals to progress
smoothly through each of the five stages in the change process.
Specific examples from the cases accompany each principle to il-
lustrate its use in a particular setting.

Chapter Seven presents material from the cases that document
the perceived effects of the changes initiated by the SHN program
on nursing and patient care. Particular attention is given to the ef-
fects on the changes made in the professional roles of the nurses
in the study hospitals and to the changes in the patient care
process that were implemented. Personal reports and accounts of
the impact of these hospital changes on nursing and patient care
are used to document the effects of the changes.

Chapter Eight examines the impact of the hospital changes
on hospital culture—the values and beliefs that are shared by
members of an organization and passed on to new members. At-
tention is paid to the notion of competing organizational cultures
and the subsequent dissonance among organizational members.
Four types of organizational culture are introduced: group, devel-
opment, hierarchical, and rational culture. The chapter describes
one common type of cultural transformation that was attempted
by a number of the study hospitals, a change from a hierarchical
to a group culture. Finally, the chapter identifies strategies used
by hospital staff members to attempt to transform their hospital’s
culture.

Chapters Nine through Seventeen present the case studies of
the nine study hospitals. Reading the cases will enrich the reader’s
understanding of restructuring patient care. Although the simi-
larities in the restructuring experiences at each site enabled us to
report patterns that appear to be generalizable, much more can
be learned from in-depth examination of the process of restruc-
turing at each of the different types of hospitals in our study sam-
ple. Changing hospital structures and the processes of patient care
are complex tasks. Each institution will have its own unique barri-
ers, facilitating factors, and dynamics among the persons involved
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in the changes. These unique characteristics at each hospital are
important to understanding why the particular changes at that site
were made, as well as why certain change processes were effective
in that setting. Hence the cases provide the context of change and
a fine-grained understanding of how the principles that we iden-
tify in Chapters Five through Eight were applied in these varying
contexts. Each case is introduced with a brief synopsis of the dis-
tinguishing characteristics of the case and of what the reader
should watch for.

Audiences for the Book

There are four major audiences for this book: hospital managers
and clinical staff; organizational development professionals; health
services researchers; and health professions school faculty and
students.

For health care managers and clinical staff, the book provides
practical suggestions and examples of (1) how to change hospital
structures and patient care processes to improve patient care and
(2) how to change nursing models, staffing patterns, and gover-
nance structures to create more effective working environments
for nurses. Chapter One will provide important background and
historical perspective for this audience, and Chapters Four through
Eight will be especially relevant, as they highlight the changes that
were made in the hospitals, the principles of successful change,
and the impact of the changes on nursing, patient care, and hos-
pital culture.

Organizational development specialists will gain a detailed un-
derstanding of the process of organizational change in hospitals
and of the principles of successful change. They will be particularly
interested in Chapters Three and Four, which present the impor-
tant information about bounding empowerment and key concepts
for studying change in organizations.

Our health services researcher colleagues will find important
concepts for the study of organizational change in Chapter Four,
and the case study and cross-case analysis approaches to research
on change in hospitals are demonstrated throughout Chapters Five
through Seventeen. Moreover, the findings presented in this book
provide a conceptual and empirical base for further work.
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Finally, the book will be useful as a supplementary text in
courses on health care organizational design, strategic planning,
and leadership. In particular, the case studies presented in Chap-
ters Nine through Seventeen provide excellent bases for discussion
in such courses.

We acknowledge that we have studied only nine hospitals—in-
deed, nine hospitals that were selected through an elaborate process
to receive special funding to implement change. Although the nine
hospitals we report on here were selected to maximize variation
on several characteristics such as size, urban-rural location, teach-
ing status, region of the country, and ownership, we recognize that
they will differ from many other hospitals in the extent to which
the hospital’s leadership encouraged and supported change, the
motivation of staff to persist in their change efforts over a period
of five years, and in other ways. Still, we believe that the same en-
vironmental forces are emerging throughout the country and that
the same underlying barriers and facilitators of change are at work
in most hospitals throughout the United States. There is much
these hospitals could learn from our efforts to understand the
changes implemented in the SHN study hospitals and the central
role played by the bounding of empowerment in the success of
those change projects.
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