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LEARNING OBJECTIVES
By the end of this chapter, the student will be able to:

Differentiate among the functions, roles, and responsibilities of health care managers;
Compare and contrast the key competencies of health care managers; and

Identify current areas of research in health care management.

INTRODUCTION

Any introductory text in health care management must clearly define the profession of
health care management and discuss the major functions, roles, responsibilities, and com-
petencies for health care managers. These topics are the focus of this chapter. Health care
management is a growing profession with increasing opportunities in both direct care and
non—direct care settings. As defined by Buchbinder and Thompson (2010, pp. 33-34),
direct care settings are “those organizations that provide care directly to a patient, resi-
dent or client who seeks services from the organization.” Non—direct care settings are
not directly involved in providing care to persons needing health services, but rather sup-
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2 CHAPTER 1 AN OVERVIEW OF HEALTH CARE MANAGEMENT

settings. The Bureau of Labor Statistics (BLS, 2014) indicates health care management
is one of the fastest-growing occupations, due to the expansion and diversification of the
health care industry. The BLS projects that employment of medical and health services
managers is expected to grow 23% from 2012 to 2022, faster than the average for all
occupations (see Figure 1-1).

These managers are expected to be needed in both inpatient and outpatient care facili-
ties, with the greatest growth in managerial positions occurring in outpatient centers, clin-
ics, and physician practices. Hospitals, too, will experience a large number of managerial
jobs because of the hospital sector’s large size. Moreover, these estimates do not reflect the
significant growth in managerial positions in non—direct care settings, such as consulting
firms, pharmaceutical companies, associations, and medical equipment companies. These
non—direct care settings provide significant assistance to direct care organizations, and
since the number of direct care managerial positions is expected to increase significantly, it
is expected that growth will also occur in managerial positions in non—direct care settings.

Health care management is the profession that provides leadership and direction to
organizations that deliver personal health services and to divisions, departments, units, or
services within those organizations. Health care management provides significant rewards
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FIGURE 1-1 Occupations with the Most New Jobs in Hospitals, Projected 2012-2022.
Employment and Median Annual Wages, May 2013

Source: U.S. Bureau of Labor Statistics, Employment Projections program (projected new jobs, 2012-2022)
and Occupational Employment Statistics Survey (employment and median annual wages, May 2013).
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THE NEED FOR MANAGERS AND THEIR PERSPECTIVES 3

and personal satisfaction for those who want to make a difference in the lives of others.
This chapter gives a comprehensive overview of health care management as a profession.
Understanding the roles, responsibilities, and functions carried out by health care manag-
ers is important for those individuals considering the field to make informed decisions
about the “fit.” This chapter provides a discussion of key management roles, responsibili-
ties, and functions, as well as management positions at different levels within health care
organizations. In addition, descriptions of supervisory level, mid-level, and senior manage-
ment positions within different organizations are provided.

THE NEED FOR MANAGERS AND THEIR
PERSPECTIVES

Health care organizations are complex and dynamic. The nature of organizations requires
that managers provide leadership, as well as the supervision and coordination of employees.
Organizations were created to achieve goals beyond the capacity of any single individual.
In health care organizations, the scope and complexity of tasks carried out in provision of
services are so great that individual staff operating on their own could not get the job done.

coordination of many highly specialized disciplines that must work together seamlessly.
Managers are needed to ensure organizational tasks are carried out in the best way possible
to achieve organizational goals and that appropriate resources, including financial and
human resources, are adequate to support the organization.

Health care managers are appointed to positions of authority, where they shape the
organization by making important decisions. Such decisions relate, for example, to recruit-
ment and development of staff, acquisition of technology, service additions and reduc-
tions, and allocation and spending of financial resources. Decisions made by health care
managers not only focus on ensuring that the patient receives the most appropriate, timely,
and effective services possible, but also address achievement of performance targets that are
desired by the manager. Ultimately, decisions made by an individual manager impact the
organization’s overall performance.

Managers must consider two domains as they carry out various tasks and make deci-
sions (Thompson, 2007). These domains are termed external and internal domains (see
Table 1-1). The external domain refers to the influences, resources, and activities that
exist outside the boundary of the organization but that significantly affect the organiza-
tion. These factors include community needs, population characteristics, and reimburse-
ment from commercial insurers, as well as government plans, such as the Children’s Health
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4 CHAPTER 1 AN OVERVIEW OF HEALTH CARE MANAGEMENT

TABLE 1-1 Domains of Health Services Administration

External Internal

Community demographics/need Staffing

Licensure Budgeting

Accreditation Quality services
Regulations Patient satisfaction
Stakeholder demands Physician relations
Competitors Financial performance
Medicare and Medicaid Technology acquisition
Managed care organizations/insurers New service development

Source: Thompson, 2007.

areas of focus that managers need to address on a daily basis, such as ensuring the appropri-
ate number and types of staff, financial performance, and quality of care. These internal
areas reflect the operation of the organization where the manager has the most control.
Keeping the dual perspective requires significant balance and effort on the part of manage-
ment in order to make good decisions.

MANAGEMENT: DEFINITION, FUNCTIONS,
AND COMPETENCIES

As discussed earlier, management is needed to support and coordinate the services provided
within health care organizations. Management has been defined as the process, comprised
of social and technical functions and activities, occurring within organizations for the
purpose of accomplishing predetermined objectives through human and other resources
(Longest, Rakich, & Darr, 2000). Implicit in the definition is that managers work through
and with other people, carrying out technical and interpersonal activities to achieve the
desired objectives of the organization. Others have stated that a manager is anyone in the
organization who supports and is responsible for the work performance of one or more
other persons (Lombardi & Schermerhorn, 2007).

While most beginning students of health care management tend to focus on the role
of the senior manager or lead administrator of an organization, it should be realized that
management occurs through many others who may not have “manager” in their position
title. Examples of some of these managerial positions in health care organizations include
supervisor, coordinator, and director, among others (see Table 1-2). These levels of mana-
gerial control are discussed in more detail in the next section.
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MANAGEMENT: DEFINITION, FUNCTIONS, AND COMPETENCIES 5

TABLE 1-2 Managerial Positions, by Organizational Setting

Organizational Setting Examples of Managerial Positions

Physician practice Practice Manager
Director of Medical Records
Supervisor, Billing Office
Nursing home Administrator
Manager, Business Office
Director, Food Services
Admissions Coordinator
Supervisor, Environmental Services
Hospital Chief Executive Officer
Vice President, Marketing
Clinical Nurse Manager
Director, Revenue Management
Supervisor, Maintenance

Managers implement six management functions as they carry out the process of man-
agement (Longest et al., 2000):

Planning: This function requires the manager to set a direction and determine what
needs to be accomplished. It means setting priorities and determining performance
targets.

Organizing: This management function refers to the overall design of the organiza-
tion or the specific division, unit, or service for which the manager is responsible.
Furthermore, it means designating reporting relationships and intentional patterns
of interaction. Determining positions, teamwork assignments, and distribution of
authority and responsibility are critical components of this function.

Staffing: This function refers to acquiring and retaining human resources. It also
refers to developing and maintaining the workforce through various strategies
and tactics.

Controlling: This function refers to monitoring staff activities and performance and
taking the appropriate actions for corrective action to increase performance.

Directing: The focus in this function is on initiating action in the organization through
effective leadership and motivation of, and communication with, subordinates.

Decision making: This function is critical to all of the aforementioned management
functions and means making effective decisions based on consideration of benefits
and the drawbacks of alternatives.
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6 CHAPTER 1 AN OVERVIEW OF HEALTH CARE MANAGEMENT

In order to effectively carry out these functions, the manager needs to possess several key
competencies. Katz (1974) identified key competencies of the effective manager, includ-
ing conceptual, technical, and interpersonal skills. The term competency refers to a state
in which an individual has the requisite or adequate ability or qualities to perform certain
functions (Ross, Wenzel, & Mitlyng, 2002). These are defined as follows:

Conceptual skills are those skills that involve the ability to critically analyze and solve
complex problems. Examples: a manager conducts an analysis of the best way to
provide a service or determines a strategy to reduce patient complaints regarding
food service.

Technical skills are those skills that reflect expertise or ability to perform a specific
work task. Examples: a manager develops and implements a new incentive compen-
sation program for staff or designs and implements modifications to a computer-
based staffing model.

Interpersonal skills are those skills that enable a manager to communicate with and
work well with other individuals, regardless of whether they are peers, supervisors,
or subordinates. Examples: a manager counsels an employee whose performance is
below expectation or communicates to subordinates the desired performance level
for a service for the next fiscal year.

MANAGEMENT POSITIONS: THE CONTROL IN THE
ORGANIZATIONAL HEIRARCHY

Management positions within health care organizations are not confined to the top level;
because of the size and complexity of many health care organizations, management posi-
tions are found throughout the organization. Management positions exist at the lower,
middle, and upper levels; the upper level is referred to as senior management. The hierar-
chy of management means that authority, or power, is delegated downward in the orga-
nization, and lower-level managers have less authority than higher-level managers, whose
scope of responsibility is much greater. For example, a vice president of Patient Care
Services in a hospital may be in charge of several different functional areas, such as nurs-
ing, diagnostic imaging services, and laboratory services; in contrast, a director of Medical
Records—a lower-level position—has responsibility only for the function of patient medi-
cal records. Furthermore, a supervisor within the Environmental Services department may
have responsibility for only a small housekeeping staff, whose work is critical, but confined
to a defined area of the organization. Some managerial positions, such as those discussed
previously, are line manager positions because the manager supervises other employees;
other managerial positions are staff manager positions because they carry out work and
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MANAGEMENT POSITIONS 7

advise their bosses, but they do not routinely supervise others. Managerial positions also
vary in terms of required expertise or experience. Some positions require extensive knowl-
edge of many substantive areas and significant working experience, and other positions are
more appropriate for entry-level managers who have limited or no experience.

The most common organizational structure for health care organizations is a functional
organizational structure, whose key characteristic is a pyramid-shaped hierarchy that
defines the functions carried out and the key management positions assigned to those
functions (see Figure 1-2). The size and complexity of the specific health services organiza-
tion will dictate the particular structure. For example, larger organizations—such as large
community hospitals, hospital systems, and academic medical centers—will likely have
deep vertical structures reflecting varying levels of administrative control for the organiza-
tion. This structure is necessary due to the large scope of services provided and the cor-
responding vast array of administrative and support services that are needed to enable the
delivery of clinical services. Other characteristics associated with this functional structure
include a strict chain of command and line of reporting, which ensure communication
and assignment and evaluation of tasks are carried out in a linear command and control
environment. This structure offers key advantages, such as specific divisions of labor and
clear lines of reporting and accountability.

Other administrative structures have been adopted by health care organizations, usually
in combination with a functional structure. These include matrix, or team-based, models
and service line management models. The matrix model recognizes that a strict functional
structure may limit the organization’s flexibility to carry out the work, and that the exper-
tise of other disciplines is needed on a continuous basis. An example of the matrix method
is when functional staff, such as nursing and rehabilitation personnel, are assigned to a
specific program, such as geriatrics, and they report for programmatic purposes to the pro-
gram director of the geriatrics department. Another example is when clinical and adminis-
trative staff are assigned to a team investigating new services that is headed by a marketing
or business development manager. In both of these examples, management would lead
staff who traditionally are not under their direct administrative control. Advantages of this
structure include improved lateral communication and coordination of services, as well as
pooled knowledge.

In service line management, a manager is appointed to head a specific clinical service
line and has responsibility and accountability for staffing, resource acquisition, budget,
and financial control associated with the array of services provided under that service line.
Typical examples of service lines include cardiology, oncology (cancer), women’s services,
physical rehabilitation, and behavioral health (mental health). Service lines can be estab-
lished within a single organization or may cut across affiliated organizations, such as within
a hospital system where services are provided at several different affiliated facilities (Boblitz
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Focus oF MANAGEMENT: SELF, UNIT/TEAM, AND ORGANIZATION 9

& Thompson, 2005). Some facilities have found that the service line management model
for selected clinical services has resulted in many benefits, such as lower costs, higher qual-
ity of care, and greater patient satisfaction, compared to other management models (Duffy
& Lemieux, 1995). The service line management model is usually implemented within an
organization in conjunction with a functional structure, as the organization may choose to
give special emphasis and additional resources to one or a few services lines.

FOCUS OF MANAGEMENT: SELF, UNIT/TEAM, AND
ORGANIZATION

Effective health care management involves exercising professional judgment and skills and
carrying out the aforementioned managerial functions at three levels: self, unit/team, and
organization wide. First and foremost, the individual manager must be able to effectively
manage himself or herself. This means managing time, information, space, and materials;
being responsive and following through with peers, supervisors, and clients; maintaining
a positive attitude and high motivation; and keeping a current understanding of man-
agement techniques and substantive issues of health care management. Drucker (2005)
suggests that managing yourself also involves knowing your strengths, how you perform,
your values, where you belong, and what you can contribute, as well as taking respon-
sibility for your relationships. Managing yourself also means developing and applying
appropriate technical, interpersonal, and conceptual skills and competencies and being
comfortable with them, in order to be able to effectively move to the next level—that of
supervising others.

The second focus of management is the unit/team level. The expertise of the man-
ager at this level involves managing others in terms of effectively completing the work.
Regardless of whether you are a senior manager, mid-level manager, or supervisor, you
will be “supervising” others as expected in your assigned role. This responsibility includes
assigning work tasks, review and modification of assignments, monitoring and review
of individual performance, and carrying out the management functions described ear-
lier to ensure excellent delivery of services. This focal area is where the actual work gets
done. Performance reflects the interaction of the manager and the employee, and it is
incumbent on the manager to do what is needed to shape the performance of individual
employees. The focus of management at this echelon recognizes the task interdependen-
cies among staff and the close coordination that is needed to ensure that work gets com-
pleted efficiently and effectively.

The third management focus is at the organizational level. This focal area reflects
the fact that managers must work together as part of the larger organization to ensure
organization-wide performance and organizational viability. In other words, the success
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10 CHAPTER 1 AN OVERVIEW OF HEALTH CARE MANAGEMENT

of the organization depends upon the success of its individual parts, and effective col-
laboration is needed to ensure that this occurs. The range of clinical and nonclinical
activities that occur within a health care organization requires that managers who head
individual units work closely with other unit managers to provide services. Sharing of
information, collaboration, and communication are essential for success. The hierarchy
looks to the contribution of each supervised unit as it pertains to the whole. Individual
managers contributions to the overall performance of the organization—in terms of vari-
ous performance measures such as cost, quality, satisfaction, and access—are important
and measured.

ROLE OF THE MANAGER IN ESTABLISHING AND
MAINTAINING ORGANIZATIONAL CULTURE

Every organization has a distinct culture, known as the beliefs, attitudes, and behavior that
are shared among organizational members. Organizational culture is commonly defined
as the character, personality, and experience of organizational life i.e., what the organiza-
tion really “is” (Scott, Mannion, Davies, & Marshall, 2003). Culture prescribes the way
things are done, and is defined, shaped, and reinforced by the management team. All
managers play a role in establishing the culture of a health care organization, and in taking
the necessary leadership action to sustain, and in some cases change, the culture. Culture
is shaped by the values, mission, and vision for the organization. Values are principles the
organization believes in and shape the organization’s purpose, goals, and day-to-day behav-
iors. Adopted values provide the foundation for the organization’s activities and include
such principles as respect, quality service, and innovation. The mission of the organiza-
tion is its fundamental purpose, or what the organization seeks to achieve. The vision of
the organization specifies the desired future state for the organization and reflects what
the organization wants to be known and recognized for in the future. Statements of val-
ues, mission, and vision result from the organizational strategic planning process. These
statements are communicated widely throughout the organization and to the community
and shape organizational strategic and operational actions. Increasingly, organizations are
establishing codes of conduct or standards of behavior that all employees must follow
(Studer, 2003). These standards of behavior align with the values, mission, and vision.
The role of managers in the oversight of standards of behavior is critical in several respects:
for setting expectations for staff behavior, modelling the behavior, measuring staff perfor-
mance, and improving staff performance. Mid-level and lower-level managers are instru-
mental to organization-wide adoption and embracing of the culture as they communicate
desired behaviors and reinforce culture through modelling expectations through their own
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ROLE OF THE MANAGER IN TALENT MANAGEMENT 11

behaviors. For example, a value of customer service or patient focus requires that managers
ensure proper levels of service by their employees via clarifying expectations and providing
internal customer service to their own staff and other managers. Furthermore, managers
can measure and evaluate employee compliance with organizational values and standards
of behavior by reviewing employee performance and working with staff to improve perfor-
mance. Performance evaluation will be explored in a later chapter in this text.

ROLE OF THE MANAGER IN TALENT MANAGEMENT

In order to effectively master the focal areas of management and carry out the required
management functions, management must have the requisite number and types of highly
motivated employees. From a strategic perspective, health care organizations compete for
labor, and it is commonly accepted today that high-performing health care organizations
are dependent upon individual human performance, as discussed further in Chapter 12.
Many observers have advocated for health care organizations to view their employees as
strategic assets who can create a competitive advantage (Becker, Huselid, & Ulrich, 2001).
Therefore, human resources management has been replaced in many health care organiza-
tions with talent management. The focus has shifted to securing and retaining the talent
needed to do the job in the best way, rather than simply filling a role (Huselid, Beatty, &
Becker, 2005). As a result, managers are now focusing on effectively managing talent and
workforce issues because of the link to organizational performance (Griffith, 2009).

Beyond recruitment, managers are concerned about developing and retaining those
staff who are excellent performers. Many health care organizations are creating high-
involvement organizations that identify and meet employee needs through their jobs
and the larger organizational work setting (Becker et al., 2001). One of the critical
responsibilities of managers in talent management is promoting employee engagement,
which describes the motivation and commitment of staff to contribute to the organi-
zation. There are several strategies used by managers to develop and sustain employee
engagement, as well as to develop and maintain excellent performers. These include
formal methods such as offering training programs; providing leadership development
programs; identifying employee needs and measuring employee satisfaction through
engagement surveys; providing continuing education, especially for clinical and techni-
cal fields; and enabling job enrichment. In addition, managers use informal methods
such as conducting periodic employee reviews, soliciting employee feedback, conducting
rounds and employee huddles, offering employee suggestion programs, and other meth-
ods of managing employee relations and engagement. These topics are explored in more
detail in a later chapter in this book.
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12 CHAPTER 1 AN OVERVIEW OF HEALTH CARE MANAGEMENT

ROLE OF THE MANAGER IN ENSURING HIGH
PERFORMANCE

At the end of the day, the role of the manager is to ensure that the unit, service, division,
or organization he or she leads achieves high performance. What exactly is meant by high
performance? To understand performance, one has to appreciate the value of setting and
meeting goals and objectives for the unit/service and organization as a whole, in terms of
the work that is being carried out. Goals and objectives are desired end points for activity
and reflect strategic and operational directions for the organization. They are specific, mea-
surable, meaningful, and time oriented. Goals and objectives for individual units should
reflect the overarching needs and expectations of the organization as a whole because,
as the reader will recall, all entities are working together to achieve high levels of overall
organizational performance. Studer (2003) views the organization as needing to be results
oriented, with identified pillars of excellence as a framework for the specific goals of the
organization. These pillars are people (employees, patients, and physicians), service, qual-
ity, finance, and growth. Griffith (2000) refers to high-performing organizations as being
championship organizations—that is, they expect to perform well on different yet mean-
ingful measures of performance. Griffith further defines the “championship processes” and
the need to develop performance measures in each of the following: governance and stra-
tegic management; clinical quality, including customer satisfaction; clinical organization
(caregivers); financial planning; planning and marketing; information services; human
resources; and plant and supplies. For each championship process, the organization should
establish measures of desired performance that will guide the organization. Examples of
measures include medication errors, surgical complications, patient satisfaction, staff turn-
over rates, employee satisfaction, market share, profit margin, and revenue growth, among
others. In turn, respective divisions, units, and services will set targets and carry out activi-
ties to address key performance processes. The manager’s job, ultimately, is to ensure these
targets are met by carrying out the previously discussed management functions. A control
process for managers has been advanced by Ginter, Swayne, and Duncan (2002) that
describes five key steps in the performance management process: set objectives, measure
performance, compare performance with objectives, determine reasons for deviation, and
take corrective action. Management’s job is to ensure that performance is maintained or, if
below expectations, improved.

Stakeholders, including insurers, state and federal governments, and consumer advo-
cacy groups, are expecting, and in many cases demanding, acceptable levels of perfor-
mance in health care organizations. These groups want to make sure that services are
provided in a safe, convenient, low-cost, and high-quality environment. For example, The
Joint Commission (formerly JCAHO) has set minimum standards for health care facilities

9781284109504_CHO1_Pass02.indd 12 @

2/9/16 8:02 PM




ROLE OF THE MANAGER IN LEADERSHIP DEVELOPMENT AND SUCCESSION PLANNING 13

operations that ensure quality, the National Committee for Quality Assurance (NCQA)
has set standards for measuring performance of health plans, and the Centers for Medicare
and Medicaid Services (CMS) has established a website that compares hospital perfor-
mance along a number of critical dimensions. In addition, CMS has provided incentives
to health care organizations by paying for performance on measures of clinical care and
not paying for care resulting from never events i.e., shocking health outcomes that should
never occur in a health care setting such as wrong site surgery (e.g., the wrong leg) or
hospital-acquired infections (Agency for Healthcare Research and Quality, n.d.). Health
insurers also have implemented pay-for-performance programs for health care organiza-
tions based on various quality and customer service measures.

In addition to meeting the reporting requirements of the aforementioned organizations,
many health care organizations today use varying methods of measuring and reporting
the performance measurement process. Common methods include developing and using
dashboards or balanced scorecards that allow for a quick interpretation of organizational
performance across a number of key measures (Curtright, Stolp-Smith, & Edell, 2000;
Pieper, 2005). Senior administration uses these methods to measure and communicate
performance on the total organization to the governing board and other critical constitu-
ents. Other managers use these methods at the division, unit, or service level to profile its
performance. In turn, these measures are also used to evaluate managers” performance and
are considered in decisions by the manager’s boss regarding compensation adjustments,
promotions, increased or reduced responsibility, training and development, and, if neces-
sary, termination or reassignment.

ROLE OF THE MANAGER IN LEADERSHIP
DEVELOPMENT AND SUCCESSION PLANNING

Because health care organizations are complex and experience challenges from internal and
external environments, the need for leadership skills of managers at all levels of the organi-
zation has become paramount. Successful organizations that demonstrate high operational
performance depend on strong leaders (Squazzo, 2009). Senior executives have a primary
role in ensuring managers throughout the organization have the knowledge and skills to
provide effective leadership to achieve desired levels of organizational performance. Senior
management also plays a key role in succession planning to ensure vacancies at mid- and
upper levels of the organization due to retirements, departures, and promotions are filled
with capable leaders. Therefore, key responsibilities of managers are to develop future lead-
ers through leadership development initiatives and to engage in succession planning.
Leadership development programs are broadly comprised of several specific organiza-
tional services that are offered to enhance leadership competencies and skills of managerial
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14 CHAPTER 1 AN OVERVIEW OF HEALTH CARE MANAGEMENT

staff in health care organizations. Leadership development is defined as educational inter-
ventions and skill-building activities designed to improve the leadership capabilities of
individuals (Kim & Thompson, 2012; McAlearney, 2005). Such initiatives not only serve
to increase leadership skills and behaviors, but also ensure stability within organizational
talent and culture through career advancement and succession planning (Burt, 2005). In
order to embrace leadership development, managers provide technical and psychological
support to the staff through a range of leadership development activities:

Leadership development program: Training and leadership development on a variety
of required topics, through a formally designated program, using structured learning
and competency-based assessment using various formats, media, and locations (Kim
& Thompson, 2012)

Courses on leadership and management: Didactic training through specific
courses offered face-to-face, online, or in hybrid form (Garman, 2010; Kim &
Thompson, 2012)

Mentoring: Formal methods used by the organization for matching aspiring leaders
with mid-level and senior executives to assist in their learning and personal growth
(Garman, 2010; Landry & Bewley, 2010)

Personal development coaching: Usually reserved for upper-level executives; these for-
mal organizational efforts assist in improving performance by shaping attitudes and
behavior and focusing on personal skills development (Garman, 2010; Scott, 2009)

Job enlargement: The offering of expanded responsibilities, developmental assign-
ments, and special projects to individuals to cultivate leadership skills for advance-
ment advance within the organization (Fernandez-Aaroz, 2014; Garman, 2010;
Landry & Bewley, 2010)

360-degree performance feedback: Expensive, labor-intensive, and usually reserved
for upper-level executives; a multisource feedback approach where an individual staff
member or manager receives an assessment of performance from several key individ-
uals (e.g., peers, superiors, other managers, and subordinates) regarding performance
and opportunities for improvement (Garman, 2010; Landry & Bewley, 2010)

Leadership development programs have shown positive results. For example, health sys-
tems report benefits such as improvement of skills and quality of the workforce, enhanc-
ing organizational efficiency in educational activities, and reducing staff turnover and
related expenses when leadership training is tied to organization-wide strategic priorities
(McAlearney, 2005). In addition, hospitals with leadership development programs have
been found to have higher volumes of patients, higher occupancy, higher net patient
revenue, and higher total profit margin when compared to hospitals without these pro-
grams (Thompson & Kim, 2013). Studies have also shown that leadership development
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ROLE OF THE MANAGER IN LEADERSHIP DEVELOPMENT AND SUCCESSION PLANNING 15

programs in health systems are related to greater focus on employee growth and develop-
ment, improved employee retention, and greater focus on organizational strategic priori-
ties (McAlearney, 2010). Finally, within a single health system, a leadership development
program led to greater market share, reduced employee turnover, and improved core qual-
ity measures (Ogden, 2007). However, one of the key drawbacks to leadership develop-
ment programs is the cost of developing and operating the programs (Squazzo, 2009).

Due to the competitive nature of health care organizations and the need for highly
motivated and skilled employees, managers are faced with the challenge of succession plan-
ning for their organizations. Succession planning refers to the concept of taking actions
to ensure staff can move up in management roles within the organization to replace those
managers who retire or move to other opportunities in other organizations. Succession
planning has most recently been emphasized at the senior level of organizations, in part
due to the large number of retirements that are anticipated from Baby Boomer chief execu-
tive officers (CEOs) (Burt, 2005). To continue the emphasis on high performance within
health care organizations, CEOs and other senior managers are interested in finding and
nurturing leadership talent within their organizations who can assume the responsibility
and carry forward the important work of these organizations.

Health care organizations are currently engaged in several practices to address leader-
ship succession needs. First, mentoring programs for junior management that includes
the participation of senior management have been advocated as a good way to prepare
future health care leaders (Rollins, 2003). Mentoring studies show that mentors view
their efforts as helpful to the organization (Finley, Ivanitskaya, & Kennedy, 2007). Some
observers suggest having many mentors is essential to capturing the necessary scope of
expertise, experience, interest, and contacts to maximize professional growth (Broscio &
Scherer, 2003). Mentoring middle-level managers for success as they transition to their
current positions is also helpful in preparing those managers for future executive leader-
ship roles (Kubica, 2008).

A second method of succession planning is through formal leadership development
programs. These programs are intended to identify management potential throughout an
organization by targeting specific skill sets of individuals and assessing their match to
specific jobs, such as vice president or chief operating officer (COO). One way to imple-
ment this is through talent reviews, which, when done annually, help create a pool of
existing staff who may be excellent candidates for further leadership development and skill
strengthening through the establishment of development plans. Formal programs that are
being established by many health care organizations focus on high-potential people (Burt,
2005). Thompson and Kim (2013) found that 48% of community hospitals offered a
leadership development program, and McAlearney (2010) reported that about 50% of
hospital systems nationwide had an executive-level leadership development program.
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However, many health care organizations have developed programs that address leadership
development at all levels of the organization, not just the executive level, and require all
managers to participate in these programs to strengthen their managerial and leadership
skills and to contribute to organizational performance.

ROLE OF THE MANAGER IN INNOVATION
AND CHANGE MANAGEMENT

Due to the pace of change in the health services industry and the complexity of health
services organizations, the manager plays a significant role in leading innovation and
spearheading change management. Health services organizations cannot remain static.
The environmental forces discussed earlier in this chapter strongly point to the need for
organizations to respond and adapt to these external influences. In addition, achieving
and maintaining high performance outcomes or results is dependent on making improve-
ments to the organizational structure and processes. Moreover, managers are encouraged
to embrace innovation to identify creative ways to improve service and provide care effec-
tively and efficiently.

Innovation and change management are intricately related, but different, compe-
tencies. Hamel (2007) describes management innovation and operational innovation.
Management innovation addresses the organization’s management processes as the prac-
tices and routines that determine how the work of management gets conducted on a daily
basis. These include such practices as internal communications, employment assessment,
project management, and training and development. In contrast, operational inno-
vation addresses the organization’s business processes. In the health care setting, these
include processes such as customer service, procurement of supplies and supply chain
changes, care coordination across staff, and development and use of clinical procedures
and practices. Some operational innovation is structural in nature and involves acquisi-
tion of information and clinical products, such as electronic medical/health records, or a
new device or procedure, such as robotic surgery or new medications (Staren, Braun, &
Denny, 2010). There are specific skills needed by managers to be innovators in manage-
ment. These skills include thinking creatively about ways to proactively change manage-
ment and operational practices to improve the organization. It also involves a willingness
to test these innovative practices and assess their impact. Also, a manager must facili-
tate recruitment and development of employees who embrace creativity and innovation.
Having innovative clinical and administrative staff is critical to implementing operational
innovation. A culture of innovation depends upon staff who are generating ideas for oper-
ational innovation, and the manager is a linchpin in establishing a culture of innovation
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that supports idea generation. Recent studies of innovative and creative companies found
that leaders should rely on all staff collaborating by helping one another and engaging in
a dynamic process of seeking and giving feedback, ideas, and assistance (Amabile, Fisher,
& Pillemer, 2014). Several barriers to innovation have been identified. These barriers
include lack of an innovation culture that supports idea generation, lack of leadership in
innovation efforts, and high costs of making innovative changes (Harrington & Voehl,
2010). In addition, formal rules and regulations, professional standards, and adminis-
trative policies may all work against innovation (Dhar, Griffin, Hollin, & Kachnowski,
2012). Finally, daily priorities and inertia reflecting the status quo that cause managers to
focus on routines and day-to-day tasks limit staff ability to be creative, engage in discov-
ery, and generate ideas (Dhar et al., 2012).

Organizational change, or change management, is related to but different from innova-
tion. Organizational change is a structured management approach to improving the orga-
nization and its performance. Knowledge of performance gaps is a necessary prerequisite
to change management, and managers must routinely assess their operational activities and
performance and make adjustments in the work structure and processes to improve per-
formance (Thompson, 2010). Managing organizational change has become a significant
responsibility of managers and a key competency for health care managers (Buchbinder
& Thompson, 2010). Managing the change process within health care organizations is
critical because appropriately and systematically managing change can result in improved
organizational performance. However, change is difficult and the change process creates
both staff resistance and support for a change.

A process model of change management has been suggested by Longest et al. (2000).
This rational, problem-based model identifies four key steps in systematically under-
standing and managing the change process: (1) identification of the need for change, (2)
planning for implementing the change, (3) implementing the change, and (4) evaluating
the change.

There are several key management competencies that health care managers need to pos-
sess to effectively manage change within their organizations. Thompson (2010) suggests
that managers:

—Embrace change and be a change agent;

—Employ a change management process;

—Effectively address support and resistance to change;

—Use change management to make the organization innovative and successful in the
future; and,

—Recruit staff and succession plan with change management in mind.
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ROLE OF THE MANAGER IN HEALTH CARE POLICY

As noted earlier in this chapter, managers must consider both their external and internal
domains as they carry out management functions and tasks. One of the critical areas for
managing the external world is to be knowledgeable about health policy matters under
consideration at the state and federal levels that affect health services organizations and
health care delivery. This is particularly true for senior-level managers. This awareness is
necessary to influence policy in positive ways that will help the organization and limit
any adverse impacts. Staying current with health care policy discussions, participating in
deliberations of health policy, and providing input where possible will allow health care
management voices to be heard. Because health care is such a popular yet controversial
topic in the U.S. today, continuing changes in health care delivery are likely to emanate
from the legislative and policy processes at the state and federal levels. For example, the
Patient Protection and Affordable Care Act, signed into law in 2010 as a major health care
reform initiative, has had significant implications for health care organizations in terms
of patient volumes, reimbursement for previously uninsured patients, and the movement
to improve population health and develop value-based purchasing. Other recent federal
policy changes include cuts in Medicare reimbursement and increases in reporting require-
ments. State legislative changes across the country affect reimbursement under Medicaid
and the Children’s Health Insurance Program, licensure of facilities and staff, certificate of
need rules for capital expenditures and facility and service expansions, and state require-
ments on mandated health benefits and modified reimbursements for insured individuals
that affect services offered by health care organizations.

In order to understand and influence health policy, managers must strive to keep their
knowledge current. This can be accomplished through targeted personal learning, net-
working with colleagues within and outside of their organizations, and participating in
professional associations, such as the American College of Healthcare Executives and the
Medical Group Management Association. These organizations, and many others, monitor
health policy discussions and advocate for their associations’ interests at the state and fed-
eral levels. Knowledge gained through these efforts can be helpful in shaping health policy

in accordance with the desires of health care managers.

RESEARCH IN HEALTH CARE MANAGEMENT

Current research in management focuses on best practices. For example, the best practices
of managers and leaders in ensuring organizational performance has been the focus of work
by McAlearney, Robbins, Garman, and Song (2013) and Garman, McAlearney, Harrison,
Song, and McHugh (2011). The best practices identified by these researchers include staff
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engagement, staff acquisition and development, staff frontline empowerment, and leader-
ship alignment and development. Understanding what leaders do to develop their staff
and prepare lower-level managers for leadership roles has been a common research focus
as well. Leadership development programs have been examined in terms of their structure
and impact. McAlearney (2008) surveyed health care organizations and key informants to
determine the availability of leadership development programs and their role in improving
quality and efficiency, and found these programs enhanced the skills and quality of the
workforce, improved efficiency in educational development, and reduced staff turnover. A
study of high-performing health organizations found various practices are used to develop
leaders internally, including talent reviews to identify candidates for upward movement,
career development planning, job rotations, and developmental assignments (McHugh,
Garman, McAlearney, Song, & Harrison, 2010). In addition, a 2010 study examined
leadership development in health and non-health care organizations and found best prac-
tices included 360-degree performance evaluation, mentoring, coaching, and experiential
learning (National Center for Healthcare Leadership, 2010). A study of U.S. health sys-
tems found about half of health systems offered a leadership development program and
also found that leadership development initiatives helped the systems focus on employee
growth and development and improved employee retention (McAlearney, 2010). As noted
earlier in this chapter, some recent studies have examined the characteristics of leader-
ship development programs in hospitals, finding correlations of programs with size, urban
location, and not-for-profit ownership status (Kim and Thompson, 2012; Thompson and
Kim, 2013). A new area of management research is the participation of early careerists
in leadership development programs, and recent evidence shows that some leadership
development activities are of more interest to staff than others (Thompson and Temple,
2015). A number of important areas of management research exist today, and include
looking at the effect of leadership development training on specific decision-making by
managers, career progression due to participation in leadership development, and the
impact of collaboration among staff on firm innovation and performance (Amabile, Fisher,

& Pillemer, 2014).

CHAPTER SUMMARY

The profession of health care management is challenging yet rewarding, and requires per-
sons in managerial positions at all levels of the organization to possess sound conceptual,
technical, and interpersonal skills to carry out the necessary managerial functions of plan-
ning, organizing, staffing, directing, controlling, and decision making. In addition, man-
agers must maintain a dual perspective where they understand the external and internal
domains of their organization and the need for development at the self, unit/team, and
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organization levels. Opportunities exist for managerial talent at all levels of a health care
organization, including supervisory, middle-management, and senior-management levels.
The role of manager is critical to ensuring a high level of organizational performance, and
managers are also instrumental in establishing and maintaining organizational culture, tal-
ent recruitment and retention, leadership development and succession planning, innova-
tion and change management, and shaping health care policy.

Note: Portions of this chapter were originally published as “Understanding Health Care
Management” in Career Opportunities in Healthcare Management: Perspectives from the Field, by
Sharon B. Buchbinder and Jon M. Thompson, and an adapted version of this chapter is
reprinted here with permission of the publisher.

DISCUSSION QUESTIONS

1. Define health care management and health care managers.

2. Delineate the functions carried out by health care managers and give an example of
a task in each function.

3. Explain why interpersonal skills are important in health care management.
4. Compare and contrast three models of organizational design.

5. Why is the health care manager’s role in ensuring high performance so critical?
Explain.

6. Characterize the health care manager’s role in change management and assess the
extent to which this has an impact on the success of the change process.

REFERENCES

Agency for Healthcare Research and Quality (AHRQ). (n.d.). Never events. Retrieved from http://www
.psnet.ahrq.gov/primer.aspx?primerID=3

Amabile, T., Fisher, C. M., & Pillemer, J. (2014). IDEO’s culture of helping. Harvard Business Review,
92, 54-61.

Becker, B. E., Huselid, M. A., & Ulrich, D. (2001). The HR scorecard: Linking people, strategy, and per-
formance. Boston, MA: Harvard Business School Press.

Boblitz, M., & Thompson, J. M. (2005). Assessing the feasibility of developing centers of excellence: Six
initial steps. Healthcare Financial Management, 59, 72-84.

9781284109504_CHO1_Pass02.indd 20 @

2/9/16 8:02 PM




REFERENCES 21

| |
| |
| |
| |
| Broscio, M., & Scherer, J. (2003). Building job security: Strategies for becoming a highly valued con- I
I tributor. Journal of Healthcare Management, 48, 147-151. I
| Buchbinder, S. B., & Thompson, J. M. (2010). Career opportunities in health care management: Perspec- I
I tives from the field. Sudbury, MA: Jones and Bartlett. |
I Bureau of Labor Statistics (BLS). (2014). Occupational outlook handbook 2014 edition. Retrieved from I
I www.bls.gov/oco/ocos014.htm |
| Burt, T. (2005). Leadership development as a corporate strategy: Using talent reviews to improve senior I
I management. Healthcare Executive, 20, 14-18. |
I Curtright, J. W., Stolp-Smith, S. C., & Edell, E. S. (2000). Strategic management: Development of a I
| performance measurement system at the Mayo Clinic. jJournal of Healthcare Management, 45, 58—68. |
I Dhar, M., Griffin, M., Hollin, I., & Kachnowski, S. (2012). Innovation spaces: Six strategies to inform I
I health care. The Health Care Manager, 31, 166-177. I
I Drucker, P F (2005). Managing oneself. Harvard Business Review, 83(1), 100—109. I
I Duffy, J. R., & Lemieux, K. G. (1995, Fall). A cardiac service line approach to patient-centered care. I
| Nursing Administration Quarterly, 20, 12-23. I
I Fernandez-Araoz, C. (2014). 21st century talent spotting. Harvard Business Review, 92(6), 46-56. I
I Finley, E R., Ivanitskaya, L. V., & Kennedy, M. H. (2007). Mentoring junior healthcare administrators: I
| A description of mentoring practices in 127 U.S. hospitals. Journal of Healthcare Management, 52, |
| 260-270. |
I Garman, A. N. (2010). Leadership development in the interdisciplinary context. In B. Freshman, L. Ru- I
I bino, and Y. R. Chassiakos, (Eds.), Collaboration across the disciplines in health care (pp. 43—63). I
I Sudbury, MA: Jones and Bartlett. I
I Garman, A. N., McAlearney, A. S., Harrison, M. I, Song, P. H., & McHugh, M. (2011). High- I
| performance work systems in health care management, Part 1: Development of an evidence- |
I informed model. Health Care Management Review, 36(3), 201-213. I
I Ginter, 2. M., Swayne, L. E., & Duncan, W. J. (2002). Strategic management of healthcare organizations I
I (4th ed.). Malden, MA: Blackwell. I
I Griffith, J. R. (2000). Championship management for healthcare organizations. Journal of Healthcare I
I Management, 45, 17-31. I
I Griffith, J. R. (2009). Finding the frontier of hospital management. Journal of Healthcare Management, I
I 54(1), 57-73. I
I Hamel, G. (2007). The future of management. Boston, MA: Harvard Business School Press. I
I Harrington, H. J., & Voehl, E (2010). Innovation in health care. International Journal of Innovation I
I Science, 2, 13-27. I
I Huselid, M. A., Beatty, R. W., & Becker, B. E. (2005, December). “A players” or “A” positions? The I
I strategic logic of workforce management. Harvard Business Review, 83, 100—117. I
I Katz, R. L. (1974). Skills of an effective administrator. Harvard Business Review, 52, 90—102. I
I Kim, T. H., & Thompson, J. M. (2012). Organizational and market factors associated with leadership I
| development programs in hospitals: A national study. journal of Healthcare Management, 57(2), |
I 113-132. I
I Kubica, A. J. (2008). Transitioning middle managers. Healthcare Executive, 23, 58—60. I
| Landry, A. Y., & Bewley, L. W. (2010). Leadership development, succession planning and mentoring. In |
I S.R. Hernandez & S. J. O’Connor (Eds.), Strategic management of human resources in health services I
I organizations (3rd ed., pp. 133-146). Clifton Park, NY: Delmar. I
| |
| |

9781284109504_CHO1_Pass02.indd 21 @ 2/9/16 8:02 PM



22 CHAPTER 1 AN OVERVIEW OF HEALTH CARE MANAGEMENT

Lombardi, D. M., & Schermerhorn, J. R. (2007). Healthcare management. Hoboken, NJ: John Wiley.

Longest, B. B., Rakich, ]J. S., & Darr, K. (2000). Managing health services organizations and systems.
Baltimore, MD: Health Professions Press.

McAlearney, A. S. (2005). Exploring mentoring and leadership development in health care organiza-
tions: Experience and opportunities. Career Development International, 10(6/7), 493-511.

McAlearney, A. S. (2008). Using leadership development programs to improve quality and efficiency in
healthcare. Journal of Healthcare Management, 53(5), 319-332.

McAlearney, A. S. (2010). Executive leadership development in U.S. health systems. Journal of Health-
care Management, 55(3), 206-224.

McAlearney, A. S., Robbins, J., Garman, A. N., & Song, P. H. (2013). Implementing high performance
work practices in healthcare organizations: Qualitative and conceptual evidence. Journal of Health-
care Management, 58(6), 446-462.

McHugh, M., Garman, A., McAlearney, A., Song, ., & Harrison, M. (2010). Using workforce practices
to drive quality improvement: A guide for hospirals. Rockville, MD: Agency for Healthcare Research
and Quality. Retrieved from www.hret.org/workforce/resources/workforce-guide.pdf

National Center for Healthcare Leadership (NCHL). (2010). Best practices in healthcare leadership
academies. Chicago, IL: Author. Retrieved from http://www.nchl.org/Documents/Ctrl_Hyperlink
/doccopy5381_uid6102014456192.pdf

Ogden, G. (2010). Talent management in a time of cost management. Healthcare Financial Management,
64(3), 80-82, 84.

Pieper, S. K. (2005). Reading the right signals: How to strategically manage with scorecards. Healthcare
Executive, 20, 9—14.

Rollins, G. (2003). Succession planning: Laying the foundation for smooth transitions and effective
leaders. Healthcare Executive, 18, 14—18.

Ross, A., Wenzel, E J., & Mitlyng, J. W. (2002). Leadership for the future: Core competencies in health
care. Chicago, IL: Health Administration Presss/ AUPHA Press.

Scott, G. (2009). The leader as coach. Healthcare Executive, 24(4), 40—43.

Scott, T., Mannion, R., Davies, H. T. O., & Marshall, M. M. (2003). Implementing culture change in
health care: Theory and practice. International Journal for Quality in Health Care. Retrieved from
http://intghc.oxfordjournals.org/content/15/2/111

Squazzo, J. D. (2009, November/December). Cultivating tomorrow’s leaders: Comprehensive develop-
ment strategies ensure continued success. Healthcare Executive, 24(6), 8-20.

Staren, E. D., Braun, D. P, & Denny, D. (2010). Optimizing innovation in health care organizations.
Physician Executive Journal, March/April, 54-62.

Studer, Q. (2003). Hardwiring excellence. Gulf Breeze, FL: Fire Starter.

Thompson, J. M. (2007). Health services administration. In S. Chisolm (Ed.), The health professions:
Trends and opportunities in U.S. health care (pp. 357-372). Sudbury, MA: Jones and Bartlett.
Thompson, J. M. (2010). Understanding and managing organizational change: Implications for public

health management. Journal of Public Health Management & Practice, 16(20), 167-173.

Thompson, J. M., & Kim, T. H. (2013). A profile of hospitals with leadership development programs.
The Health Care Manager, 32(2), 179-188.

Thompson, J. M., & Temple, A. (2015). Early careerist interest and participation in leadership develop-
ment programs. 7he Health Care Manager, 34(4), 350-358.

9781284109504_CHO1_Pass02.indd 22 @

2/9/16 8:02 PM






