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who introduced me to the field of bealth care.
To those I love,
who bave broadened my borizons and
brightened my perspective. Thanks for
encouraging me in tough times.



Health care administration is in a state of turmoil. At a time when medical knowl-
edge and technology are at an all-time high, dissatisfaction and frustration with
hospital care are also at an all-time high. This dissatisfaction and frustration exists
among both health care consumers and providers. Consumers complain of un-
caring, impersonal treatment and skyrocketing costs. Nurses, the largest group
of providers, complain of long hours, overwork, underpay, and a lack of appre-
ciation by both management and the consumers; and as a result, many are
leaving the profession, creating an ever increasing personnel shortage.

Problems like these make it clear that today’s health care managers will face
tremendous challenges during the decade of the 1990s. Managers need to learn
to work under the increasing constraints imposed by government and third-
party payers. Additionally, they will need to address ways of simultaneously sat-
isfying both the consumer and the health care worker. This will not be an easy
task, but it can be done with effective health care management practices.

The purpose of this book is to introduce the reader to the field of modern
health care management by systematically analyzing all of the important areas
with which the manager should be concerned. In writing this book, we have
assumed that the reader is either a newcomer to the field or a practitioner who
wants to keep up with the current state of health care management.

This edition has undergone a number of major revisions. We have rewritten
the first and last chapters, in particular, to reflect the dramatic changes that have
occurred in health care over the last five years. Throughout the text we gave
particular attention to external environmental changes such as skyrocketing
health care costs, the emergence of new types of health providers, the growing
concern with medical/legal issues such as informed consent and the right to die,
and quality assurance as measured both objectively and subjectively. At the same
time we have maintained the basic organization of the book with its emphasis
on the functions of the health care manager: planning, organizing, directing, and
controlling. Thus we have worked to address the changing nature of the field
within the context of the health care manager’s job.
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Distinguishing
Features

Preface

In presenting our ideas, we have attempted to employ an interesting, easy-to-
read style. In particular, we have incorporated the following special features into
the book:

Organization.  This book is divided into six major parts. Part I introduces the
field of health care administration. Part II examines the planning process and
how planning is used in health care administration. Part III addresses the orga-
nizing process and job design and the ways in which they are used in health
care administration. Part IV discusses the directing process, including the roles
of communication, motivation, and leadership. Part V reviews the controlling
process including cost containment, performance appraisal, and the role of man-
agement information systems. Part VI covers contemporary issues in health care
administration.

Exhibits. The book includes numerous tables, charts, and illustrations. Their
purpose is both to highlight important concepts and to present them in a com-
prehensive manner.

Case Studies. 'Too often, people learn theories but aren’t able to practice using
them. For this reason, we have included two short cases at the end of each
chapter, providing the reader the opportunity to apply the basic ideas presented
in the chapter and thus reinforce these major concepts.

Self-Feedback Exercises. At the end of most chapters are self-feedback exercises
that provide additional information and insights regarding the reader’s knowl-
edge, understanding, and use of the concepts discussed in the chapter. These
exercises are designed to reinforce the ideas presented in the chapter.
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Introduction to Health
Care Administration

The purpose of Part 1 is to introduce you to the field of
bealth care administration. We will be doing so by
examining two important topics: the nature of bhealth care
and management in health care administration. We will
look at what bealth care is all about and examine the role
of management in this environment.

In Chapter 1 we will define some of the terms that every
student of bealth care administration should know. We
will answer the question: Who should study bealth care
administration? We will also review the functions of bealth
care administrators and present a brief overview of
today’s bealth care system and its changing nature.

In Chapter 2 we will focus our attention on
management. First we will review the nature of
management. Then we will dirvect our attention to the
Sunctions of a bealth care manager and the skills required
to carry out these functions. In the last part of the chapter
we will address modern health care management

concerns.



These two chapters provide the basic foundation needed
Jor studying modern bealth care administration. When
you bave finished reading the material in these two
chapters, you will bave a fundamental understanding of
bealth care in the United States. You will also bave a

working Rnowledge of the bealth care administrator’s job.



Objectives

The Nature of Health
Care Administration

In recent years much attention has been focused on the health care delivery
system in this country and much dissatisfaction has been expressed about it,
both from outside and within the health care professions. (The term health care
professions is used broadly here to include physicians, nurses, administrative
personnel, and allied health persons working in the health care environment in
hospitals, nursing homes, rehabilitation centers, and so on.) Paradoxically, this
discontent is coming at a time when medical knowledge and technology are at
an all-time high.

Outside the professions, consumers complain of sky-rocketing costs that are
wiping out their life savings and threatening to put health care out of the reach
of all but the very wealthy. They are also inveighing against the system’s de-
personalization and insensitivity to their needs. As a result, the public and the
government are now banding together to force the system to recognize the con-
sumers’ objectives and initiate some changes.

Within the health care field, professionals are grumbling about the increasing
size and complexity of the system and the severe staff shortages it faces in
areas such as nursing and other allied health professions. These combined prob-
lems are placing increased pressure on the U.S. health care system and its
administrators.

At the outset it is clear that these administrators need a sound understanding
of basic management skills, as well as an ability to excel in the administration
of health care delivery systems. For this reason, the initial chapter of this book
will focus on the general nature of health care management in setting the stage
for the study of the basic principles of management as applied to bhealth care
administration.

The first objective of this chapter is to define some key terms commonly used
in health care. The second objective is to examine the need to study health care
administration and to identify those who need health care administration skills.



