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THE NATURE AND CHALLENGES OF HEALTHCARE HR MANAGEMENT 

Learning Objectives: 

After you have read this chapter, you should be able to 

· Identify the types of healthcare organizations.
(Pages 3 - 6) 

· Describe the current and future states of the healthcare industry.
(Pages  7 - 9) 
· List and briefly describe human resource management activities.

(Pages 14-16)
· Explain the unique aspects of managing human resources in healthcare organizations. 

(Pages 13-14)

· Discuss several of the human resource challenges existing in healthcare.

(Pages 9-13)

CHAPTER 1:  THE NATURE AND CHALLENGES OF
HEALTHCARE HR MANAGEMENT

Chapter Overview 

This chapter describes the various types of organizations that make up the healthcare industry, including physician offices, hospitals, and dental clinics.  The chapter discusses the nature of healthcare HR management through an overview of the current and future states of the healthcare industry.  HR management activities and roles are discussed against the backdrop of the challenges HR professionals face in healthcare. The Joint Commission on Accreditation of Healthcare Organizations (JCAHO) is described, accompanied by a discussion on the importance of establishing quality standards relating to HR strategies, policies, and practices. 
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Healthcare HR Insights

	Healthcare HR Insights

	The Institute for Healthcare Improvement (IHI), an independent not-for-profit

organization based in Cambridge, Massachusetts, is focused on developing

strategies for health and healthcare improvement.1 Consistent with its mission

it has developed a framework for healthcare improvement based on optimizing

health system performance. It is IHI’s belief that new designs must be developed to

simultaneously pursue three dimensions, which it calls the “Triple Aim”:

Improving the patient experience of care (including quality and satisfaction)

• Improving the health of populations

• Reducing the per capita cost of health care2

At the heart of the Triple Aim approach is a fundamental rethinking of how

healthcare workers are trained, managed, coached, and compensated in order to

pursue the dimensions noted above. Healthcare organizations that adopt this new

design must translate these dimensions into HR strategies because ultimately people

provide healthcare. Examples include: healthcare worker training and coaching

designed to provide them with new skills in customer relations to improve the

patient experience. Jobs may need to be redesigned to focus more on primary

care versus specialty care to deal with the full continuum of healthcare provision.

Healthcare workers may be compensated based on how effectively their organizations deliver high-quality care at the lowest possible price.

Many healthcare organizations have begun to translate the Triple Aim design

into high-impact results. The following examples illustrate this approach, including:

• Genesys Health System in Flint, Michigan, worked with its partners Genesee Health Plan and Genesys Physician Hospital Organization to better engage patients in  their own care. The combination of a patient-centered medical home and a health

navigator who supports patients and providers, and links both with community resources, helps to improve access and appropriate utilization. Genesys says that it is

demonstrating 10 to 25 percent lower healthcare costs than competitors, across a

diverse population that includes both insured and uninsured patients.

• HealthPartners, based in Minnesota, introduced a program designed around

the concepts of consistency (reliable processes), customization (adapting care to

individual needs), convenience (improving access), and coordination. Health-

Partners calculates that spreading their best practices nationwide would save

$2 trillion in 10 years.

• QuadMed, based in Wisconsin, provides employer-sponsored, work site health

care, bringing primary healthcare services in-house for employees and dependents,

and managing clinics for two other national companies. Thirty- to

90-minute appointments support prevention and wellness; onsite lab, X-ray, and

ancillary services offer convenience and coordination; and the result is more

spending on primary care and less on hospitalization and pharmacy. QuadMed spends about 31 percent less to cover QuadGraphics employees than the average

Wisconsin company.3
Each of these organizations could achieve the successful outcomes noted only by

engaging its workforce in the changes necessary to drive the Triple Aim objectives.

HR strategic management is critical in achieving these outcomes.


Instructor Notes

I.
NATURE OF HEALTHCARE ORGANIZATIONS 

The healthcare industry is a diverse group of organizations providing medical care, residential care and treatment, and various forms of therapies and health services.  Such organizations include:
· Physician Offices and Clinics
· Hospitals and Medical Centers

· Nursing and Residential Care Facilities

· Home Healthcare

· Outpatient Care Services

· Medical and Diagnostic Laboratories

· Offices and Clinics of Other Health Practitioners

· Dental Offices and Clinics

· Other Ambulatory Healthcare Services

A. Employment in Healthcare – In the United States the healthcare industry accounts for more than 14 million jobs.  Figure 1-1 shows the composition of healthcare employment by type of organization. Hospitals account for less than 2% of all health service facilities, yet employ nearly 33% of all healthcare workers. 

B. Types of Healthcare Jobs – The delivery of healthcare requires workers in many different fields with different levels of education, training, and experience.  Besides medical and clinical positions, there are skills needed in management and administration, legal and compliance, physical plant operations, safety and security, information technology, fundraising and community affairs, and food and nutritional services.  Figure 1-2 illustrates the broad scope and hierarchy of positions in healthcare. 
1. Healthcare Position Hierarchy – Power and responsibility are distributed across various levels of positions.  Large health systems are typically hierarchical with significant levels of jobs, while clinics and physician groups have flat hierarchies with few levels. 

2. Distribution of Positions – As you move up the hierarchical levels of the organization, fewer positions are required.  The highest level, executive management, requires the fewest; while service workers, the lowest level, require the largest number of employees. 

II.
THE CURRENT STATE OF HEALTHCARE

The Affordable Health Care Act, medicare legislation, rising healthcare costs, governmental involvement, and managed care have driven changes in healthcare.  There are also continuing pressures to reduce the cost of healthcare delivery in all forms.  Key areas for awareness in the current healthcare environment are:

· Growing Resource Needs – aging population, growing numbers of uninsured and underinsured persons, and costly technology.

· Multifaceted Workforce Crisis – shortages of nursing and physician sub-specialist personnel, changes in the skill mix of workers needed, higher levels of healthcare worker dissatisfaction, and increased need for labor continuity.

· Ensuring Patient Safety and Reducing Variability in Service, Quality, and Cost – The increasing cost of healthcare delivery is driving a lower tolerance level for negative, rude, or unsafe treatment.
· Providing Culturally Competent Care – Studies show significant disparities in how minorities access, receive, and benefit from the nation’s healthcare system, producing less positive or negative outcomes for these consumers.

· Technology and Information Management – The U.S. healthcare delivery system continues to make significant advancements in the development of technologies and management of health information.
· Regulatory Policy – Congress has given more authority and latitude to specialized regulatory agencies to further define policies.  One example is the Health Insurance Portability and Accountability Act (HIPAA) of 1996.

III.
THE FUTURE OF HEALTHCARE
Rapid change and unpredictable forces and events can make the prediction of future healthcare quite difficult.  However, Figure 1-3 identifies certain “drivers” of healthcare that can be predicted with some certainty:

· Continued Financial Pressures – Government, consumers, employers, and others will continue to pressure the healthcare industry to stabilize costs and provide increased value for dollars spent.
· Demographic Changes – The U.S. population is growing and aging, creating increased numbers of Medicare enrollees.

· Technology, Costs, and Competition – Advancements in technology have increased costs, shifted healthcare delivery from inpatient to outpatient, created overgrowth in capacity, and thus, created increased competition.  Such competition has not yet resulted in noticeable price competition.

· Public Opinion – According to the Gallup Organization, the healthcare industry ranks as one of the bottom six rated industries, receiving more negative evaluations than positive.  The public is growing increasingly more frustrated with the U.S. healthcare system, citing rising costs and uninsured as two of the biggest issues facing the system today.
· More Accountability – Government, employers, and consumer groups are demanding more accountability from healthcare organizations and providers, including disclosure of price information and net cost data.

· Health Planning Policy Initiatives – Marketplace allocation of resources has created a mismatch between demand and supply, particularly in rural areas.  Future decisions will likely include planned allocation versus universal coverage.

IV.
HR CHALLENGES IN HEALTHCARE 
Many of the challenges facing the healthcare industry are human-resource focused. Some of the most prominent challenges include recruitment and retention of sufficiently qualified staff and managing the changes that affect human resources.

A. Recruitment and Retention – The enormous demand for healthcare workers is likely to continue or even increase in a number of areas, with projected growth of healthcare occupations versus non-healthcare occupations at 2 to 1.  Figure 1-4 shows the projected growth of nine healthcare-related positions.  HR professionals will be challenged with recruitment and retention in order to meet this need.
1. Hospitals, Residential Care, and Rehabilitation Facilities – In the next 15 years, there will not be enough workers to meet the needs of the aging population; nor will there be enough workers with the right skills needed in the emerging health system.  

2. Ambulatory Care – The healthcare shift from inpatient to outpatient care will increase the demand for ambulatory care providers.
3. Health Service Businesses – Alternative care delivery is increasing.  Managed care companies, “health concierge” companies, and grocery / drug stores will need workers with clinical training and customer service skills.

4. Independent Practice – Many healthcare professionals are shifting to independent practice and providing high demand services such as nutrition, weight management, physical therapy, pain management, and personal care.  Challenges for healthcare HR professionals in recruiting and retaining in this area are:
· A dramatic decline in the interest in training nurses and allied health professionals over the last two decades.

· Emerging career paths outside of the life sciences, such as in technology, offer more attractive wages, working environments, and advancement opportunities.

· Fewer women are pursuing healthcare careers.

· The healthcare workplace has grown more stressful with smaller budgets, staffing shortages, and increased workloads.

· Pressures in the healthcare workplace have created friction between management employees, fueling predictions of widespread unionization in the healthcare industry over the next decade.

B. Managing Change – Managing organizational change remains one of the most important challenges facing healthcare HR professionals today.  Figure 1-5 provides an overview of five of the more compelling elements of change. 

1. Managing Costs ​​– Declining margins have resulted in an endless stream of budget cutting initiatives.
· HR Implications:  managing the number, skill mix, or wages of employees.
2. Compliance with Quality Standards – Increasing pressure to improve clinical performance and meeting JCAHO quality standards requires continuous improvement in the delivery of services.

· HR Implications:  orienting, training, and continually monitoring employees’ performance relative to safety, quality, and care standards.
3. Managing Diversity and Providing Culturally Competent Care – Ensuring that every person who seeks medical care is offered competent, sincere, and equal treatment options. 

· HR Implications:  HR planning and programming to match provider and patient demographics.

1 Preparing Healthcare Workers for New Technologies – New technologies are leading to significant advances in the quality and delivery of services.

· HR Implications:  Healthcare workers will need orientation and training to effectively and safely operate new technologies.
5. Quality of Work Life – The challenge of juggling work and family is particularly demanding for healthcare workers who often provide 24 hours a day, 7 days per week coverage in their jobs.

· HR Implications:  HR policies that include solutions such as flexible scheduling programs or on-site day care.

V.
JOINT COMMISSION ON ACCREDITATION OF HEALTHCARE ORGANIZATIONS 
One of the most unique characteristics of the healthcare industry is that healthcare worker errors could result in death or injury to patients, clients, or residents.  This characteristic requires healthcare employers to have the highest of standards in assuring staff competence, safe practice, ethical treatment, and confidentiality. 

JCAHO is an accreditation organization whose members subscribe to a standard-based review process. Compliance with quality standards as demonstrated through on-site reviews by JCAHO is critical to ensure that the consumers of healthcare are receiving consistent levels of safe, quality care. 
JCAHO has standards for a wide array of hospital functions or performance areas, which are grouped by patient-focused and organization-focused functions.  JCAHO expects healthcare providers to use a collaborative and multidisciplinary approach to improve performance, pursue quality initiatives, and develop staff competencies.  Within each of the organizational function areas there are a number of standards that deal with the responsibilities of human resources management, including: 
· Planning for effective staffing

· Providing competent staff

· Orientation, training, and educating staff

· Evaluating competence and managing performance.
JCAHO standards and their impact on HR practices will be cited throughout the text. 

VI.
THE HR FUNCTION IN HEALTHCARE
HR management in healthcare is gaining prominence for two main reasons:  one, out of necessity to provide HR services more efficiently and effectively; and two, due to the training, skills, understanding, and competency of human resources professionals. 
VII.
HR MANAGEMENT ACTIVITIES
The central focus for HR management is to contribute to organizational success.  Figure 1-6 depicts the interlinking HR activities: 

· HR Planning and Analysis – Analyzing information provided by a human resource information system (HRIS) and anticipating forces that will influence the future supply of and demand for employees (HR planning).
· EEO Compliance – Compliance with equal employment opportunity (EEO) laws and regulations affects all other HR activities. HR plans must meet affirmative action and EEO requirements, including accommodations of individuals with disabilities. 

· Staffing – Providing an adequate supply of qualified individuals and selecting the most qualified to fill the jobs in an organization.  Job analysis is the foundation for the staffing function, and is used to create job descriptions and job specifications.  The selection process is concerned with choosing the most qualified individuals to fill the jobs.
· HR Development – Encouraging the development of all employees through orientation, job-skill training, re-training, career planning, and performance management. 

· Compensation and Benefits – Compensation rewards people for performing organizational work through pay, incentives, and benefits. 

· Health, Safety, and Security – Eliminating accidents and injuries at work, preventing health issues related to hazardous work with certain chemicals and newer technologies, providing workplace security, and avoiding workplace violence are vital concerns. 

· Employee and Labor-Management Relations – Developing, communicating, and updating HR policies, procedures, and rules so that managers and employees alike know what is expected; working with unions; and addressing employee rights. 
Chapter 1 Case 
(Page 17-18)
	CASE

	At a recent meeting of the board of directors of General City Hospital, the CEO gave his annual “state of the hospital” presentation. Each year the CEO would provide

the directors with an in-depth report of the accomplishments, challenges, and key metrics that would give the governing body the information they needed to understand the current state of the hospital. Before the CEO began his report, he warned the directors that this year’s report would be very different from past years. He went on to explain that the nature of healthcare was changing rapidly, and new realities required new information and a different view of what was happening at the hospital. Specifically due to healthcare reform, and pressure from insurance companies, government agencies, and consumer groups, General City Hospital

needed to change its culture to be even more focused on quality-of-care outcomes, patient satisfaction, and employee satisfaction. As such, he outlined the following:

With regard to accomplishments, he highlighted a number of items, including the completion of construction projects, the attainment of contracts with payers, and the successful implementation of a new electronic medical record. But he showcased the fact that at the end of the

fourth quarter, there was a year-over-year improvement in patient satisfaction scores of nearly 10 percent.

With regard to challenges, he noted concern and focused improvement efforts around collections from insurance companies and needed information technology 

	enhancements. However, the challenge that was of most concern was the unfilled vacancies of three physician assistants and four physical therapists that were impacting

the hospital’s ability to provide timely care to its patients.

Regarding key metrics, he reviewed hospital admissions, length of stay, and outpatient rates—all of which he explained were critical indicators for the directors to acknowledge. Yet the focus of his metrics report was on the following:

• Employee turnover rate for the year

• The level of employee satisfaction

• The number of employees who successfully completed cultural competence training

• The decline in hospital-acquired infection rates

• Coupled with the patient satisfaction scores, initiatives under way for areas that required improvement

The board members were very appreciative of the CEO’s report, congratulating him on the importance and value of the information presented.

Questions

1. Why was the CEO’s “state of the hospital” report so unique?

2. Describe the HR elements of the CEO’s report and why these elements are so important in today’s healthcare environment.


Answer Briefs

1 Focus on Human Resource, Information Systems, and patient outcomes instead of financial reporting which tend to be the focus of many board meetings.

2 Managing change

i. Managing the number, skill mix, or wages of employees

ii. Matching providers with patient demographics

iii. Providing the training necessary on any new technologies used in the other organization

iv. Considering work schedules and the balance of home/work life

b. Challenges

i. Retention of key employees

ii. Dealing with employee anxieties

iii. Ensuring effective delivery of any training needs

c. Opportunities

i. Upgrading the talent and knowledge in the entire organization as a whole

ii. Cost savings

iii. Improved efficiencies

Alternate Case 
[image: image1.png]For more than a halfcentury, two acute-
rehabilitation facilities ~ existed  within
10 miles of each other in a large metropol-
itan area. Over several years, competition
intensified for patients, physicians, and
staff. The competition resulted in duplica-
tion of services and increased costs, one of
which was higher wages and benefits
needed in order for each hospital to com-
pete for skilled healthare workers. Ac-
knowledging the financial issues of the two
organizations, the two Boards of Trustees
initiated merger discussions.

The two Boards prepared a “Rationale
for Merger” document that indicated that a

merger could result in several benefits, as
follow

* More efficient uilization of healthcare
resources through

o A single workforce, with coordinated

services, requiring less duplication in

positions

o A single operating budget, reducing
the need for two management
structures

o A reduction or climination in opera-
tional redundancy and  program
duplication

* Proactive leadership o gain community
supportand to increase the ability of the




[image: image2.png]combined organization o negotiate
favorable reimbursement contracts

Another area the Boards had to consider
was the structural impact of the merger,
including:

* Consolidation of two Boards into one,
wo management hicrarchies into one,
and union contracts

* Combination of pay
programs

* The merger of two different organiza-
tional cultures, with all of the “politics”
and personal anxicties common  in
mergers

and  benefits

This was an important decision for the two
organizations. The impact on the commu-
nity, patients, and employees would be far-
reaching and compelling. Much of the
planning had HR dimensions.

Questions

1. Describe the leadership role of human
resources in a successful merger of these
o organizations?

2. What are the key human resource chal-
lenges and opportunities o a merger of
this magnitude?




Answer Briefs
1. Managing change

· Managing the number, skill mix, or wages of employees

· Matching providers with patient demographics

· Providing the training necessary on any new technologies used in the other organization
· Considering work schedules and the balance of home/work life

2. Challenges

· Retention of key employees

· Dealing with employee anxieties

· Ensuring effective delivery of any training needs

      Opportunities

· Upgrading the talent and knowledge in the entire organization as a whole

· Cost savings

· Improved efficiencies

