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CHAPTER .

Management in
Industry and
Health Care

At some point, virtually every textbook dealing with management offers
the reader a definition of the subject. For example, in 1947 Cornell
answered the question by noting:

The work of management is to plan, direct and control the organization
and to weave together its various parts so that all factors will function
properly and all persons cooperate—that is, work together efficiently for a
common purpose.

In perhaps one of the grandest understatements, Drucker, in his best-
selling book Management, suggests, “management is tasks, discipline,
people and practice.”? In a more recent work, Drucker modified his def-
inition by stating: “Management is about human beings. Its rask is to
make people capable of joint performance, to make their strengths effec-
tive and their weaknesses irrelevant.” Two “to do” books suggest slightly
different definitions. One defines the job of management as follows:
“Most managers need to supervise the work of more junior employees and
to ensure that the saff function effectively.” The second, Management
for Dummies, defines management as “making something planned

"WU.B. Cornell, Organization and management in industry and business (New York: Ronald
Press, 1947), p. 46.

2P Drucker, Management. (New York: Harper 8 Row, 1973), p. xiii.

3P Drucker. (2002). The essencial Drucker. New York: HarperCollins, p. 10.

4R. Heller and T Hindle, DK essensial manager’s manual (New York: DK Publishing, 1998),
p. 10.
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happen within a specific area through the use of available resources.”s
Finally, I am impelled to offer that management is running the team. In

the American League 2003 playoff season, tens of millions of Americans
and all of Boston saw whart happens when management does not do its

job. In this instance, manager Grady Little allowed a tired pitcher, Pedro

Martinez, to pitch beyond his physical but not ego capaciry, and once -

again the Boston Red Sox suffered under the curse of the Bambino. What

happened was simple. Little, seeing Martinez faltering, went and asked if

he wanted to continue. Martinez said yes and then went from being the
brilliant pitcher of seven innings to the screwing-up pitcher of the eighth
inning. Why didn't Little remove him? Depending on what account you
believe, it was either thar Little had no one better in the bullpen or that
Martinez needed to be treated with kid gloves and Little was always def-
erential to him. The morning after this fiasco I was getting my usual cup
of coffee at the Broadway Market, a few blocks from where I lived in
Cambridge, when I saw Richard, the market’s manager, who was in a foul
mood over the game. I asked him his opinion and heard the following:
“Little violated the first principle of management—you cannot let the
inmates run the asylum!” The end of the story was simple: Grady Lirtle’s
contract was not renewed.

Management might best be viewed as both an art and a science. On the
one hand, it deals with sharply defined areas such as productivity and effi-
ciency, areas best exemplified by the operations research/management sci-
ence approach to problem solving. On the other hand, it also deals in
more diffuse areas such as leadership and motivation.

This sets up a challenge for the manager. How does he or she construct
or reconstruct organizations so that they maximize efficiency and effec-
tiveness to their various external constituencics and simultaneously mini-
mize stress, disaffection, and unhappiness to their internal constituencies?
It should be recognized that this problem or challenge is a value-laden
statement, as are most definitions of management and concepts of the
manager’s role. The emphasis in this statement is on satisfying external
constituencies, performing efficiently in economic and financial terms,
being effective, and, finally, respecting the human dignity of workers. If,

5B. Nelson and P, Economy. (2003). Management for dummies (New York: Wiley Publishing,
2003), pp. 9-10.
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for example, workers are considered drones, peasants, or simply inputs for
a resource system, this challenge might be restated to eliminate concern
with the disaffected workers. Indeed, the manager’s concept of the mean-
ing of work can dramatically shift his or her perspective.

A management approach based on a value system, as they all are to
some degree, must examine that system if it is to be responsive and con-
tinue to function as a mechanism for achieving organizational goals.

THE FUNCTIONS OF MANAGEMENT

The specific activity a manager may be involved in is likely to vary from
one organization to another, as well as between periods within the same
organization. The sum total of management in an organization tends to
be relatively stable, however. The same managerial functions are carried
out, although circumstances, organizational needs, and personalities dic-
tate which of these funcrions predominates at any given time. The most
oft-cited of these functions are planning, organizing, staffing, directing,
controlling, coordinating, and representing.

Planning

Planning involves those activities associated with objective setting, policy
making, and developing strategies for attaining objectives within the
organizational policy framework. As noted eatlier, it is considerably more
difficult to identify objectives, particularly in the health field, than it
appears at first glance. Organizational objective setting is a process that
requires global vision, diplomaric skill, and considerable good fortune.
Planning normally results in an outpur; that is, a written plan. Such a
document can cover periods of time that vary from rather short periods,
such as six months or a year, to longer periods, such as several years. An
effective plan results in a positive outcome for the organization; a bad
plan is likely to be worse than no plan because of the tendency to honor
the written word. Sometimes even the best plans have to be scrapped
because of changing circumstances, either fiscally or personnel-wise.

I 'am reminded of my early days at the University of Massachuserts ac
Amberst. A year after [ arrived, a new chancellor was appointed, who pro-
ceeded 1o develop a major planning initiarive. Perhaps because I was
peripherally involved and also admired the new leader, I was rather
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excited abour the new plan. The day it was finally announced, I had
chance encounter with a senior faculty member outside my office builq
ing and expressed my excitement about the new plan. She quickly damp
ened my enthusiasm by stating that the university library was stocked fy]
with plans for restructuring, reorganizing, and reinvigorating the univer
sity, and they were all gathering dust. “This will be different,” I na‘fvelyf’
replied. But within six months the chancellor had resigned and moved ¢
Arizona. By the time I left the university 25 years later, we had gong 2§
through countless plans, over a dozen chancellors and provosts, and sey-
eral serious financial crises. 4

Individuals who serve as planners in organizations may seem to take
that responsibility off the shoulders of management, but this is an illy
sion. Management never totally delegates this responsibility or authority,
A plan is the organizational control device. With a plan, management can
continually identify expectations; that is, goals for people, programs, or
projects, and measure the progress and the rate of progress being made
toward these goals. Some managers prefer to utilize the lack of a plan
as a control device for their organizations; the only plan is what is in the -3
manager’s head. In this way, the manager maintains total control and
great flexibility but reigns over a situation that may often be close to
disaster.

Two final points on planning. First, for any plan to be successful, it -
must be grounded in the reality of the organization’s situation: its
strengths, weaknesses, opportunities, and threats. It simply cannot live in
a managerial/organizational fantasy world. For many years I kept a set of
Head 360 skis in my office. Students would often come in and wonder
about this item, which would result in the following story: In the mid-
1960s, the Head Ski Company was the dominant manufacturer in the
industry. Their model 360 was clearly the gold standard. It was a meral
ski developed by Howard Head and incorporated the best available tech-
nology. It came in one color: black with yellow bottoms. The company
was so focused on its own technology that it ignored and dismissed the
developments of other companies that were using fiberglass as the prime
material for skis. By the early 1970s, Head was practically out of business.
Its previously superior products were now being outsold by a range of col-
orful and high-quality fiberglass skis. The message is clear: To be success-
ful, organizations have to be flexible enough to constantly learn from
their environments and reinvent themselves for the future.
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Second, for any planning process to be successful, it must include all
the key people, both staff and board, who will be required ro implement
the process. In my CEQ days I worked hard to develop a strategic plan
for my organization, I circylated drafts, held retrears, developed data,
drafted new plans, gor feedback, revised, and held meetings ad nauseum.
In the end we had an excellent plan tha senior and middle management
agreed upon. However, there was ope problem: The board and its chair-
man were totally disinterested in the plan. At the outset of the planning
process, the board chairman had clearly indicated his lack of support for
a plan, yet those of us in senjor management felt that if we could produce
a first-class plan we would change his mind. We were wrong. In retrospect
I realized that, if the board endorsed the plan, it must also transfer power
to management to follow the plan. By not endorsing a plan, the board

kept its options open for the ad hoc plarning approach thar the organi-
zation had followed in the past.

Organizing

Organizing is a second funcrion commonly associated with management.
This is the function of determining whar activities shall be carried our in
the organization, how these activities should be grouped, and who shall
have the authority and responsibility for carrying out these activities. The
control device for this funcrion is the organizarional structure. In practi-
cal terms, this may explain why some organizations seem to be in a con-
tinual state of reorganizarion: Managers are trying to gain control through
this managerial function.

There are considerable constraints, however, on the value of the orga-
nizing function and the manager’s use of it, For example, a new organiza-
tion chart on which mediocre staff members are shifted to new “boxes”
may simply be an illusion of progress. Occasionally, such a shake-up has
a positive effect, but in the health field, where a significant number of
people are in the public sector (government of one level of another),

help bur wonder whether a] the changes in government post=9/11, such
as the reshuffling that established the Department of Homeland Securiry,
have done more than generate enormous confusion, countless office
changes, and power exercises for senior administrators, Hag there been

any substantive program change thar could not have beep accomplished
without the reorganization?
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Legal and fiscal constraints, such as third-party reimbursement require-
ments, dictate certain elements of organizational structure in the health
field. Tradition and the reality of staffing generate other structural
requirements. Could pathologists be recruited if the organizational struc-
ture were such that they reported to a non-physician laboratory manager?
The conflict engendered by having registered nurses report to non-physi-
cian, non-nurse ward managers must also be considered. Professionalism
of all types is deeply ingrained in the health field and is a force to be reck-
oned with in the organizing function.

Staffing

Staffing is perhaps the most obvious, most useful, and most critical of
management functions. Basically, this involves getting the right people for
the jobs and then developing their skills. Theoretical control devices for
this function are personnel management tools, such as job descriptions,
job specifications, and, of course, the budget. The exercise of these control
devices might be illustrated by three examples from the world of academia.
In one instance, a new university president was hired, and he made his first
priority that of building a high-quality faculty, a difficult task in a univer-
sity with more than its share of marginal faculty. His strategy was to use
the management functions of staffing and budger. He personally reviewed
every candidate for a faculty position and refused to sign the papers
authorizing the hiring of anyone who did not meet his standards.

In a different university, with an equally marginal faculty, it was
decided to build a new department. Tiwo options were presented: (a) draw
faculty from related departments, or (b) acquire a whole new staff for the
department. Although option (2) was quite artractive because it could cut
the time frame from inception to optimal operation by years, perhaps a
decade, it also represented a commirment to the qualitative status quo.
Option (b) was selected, and within 10 years the new department became
the leader in its field, despite the overall repuration of the university.

The third example involves a distinguished universiry that was awarded
a one-time grant of $2 million to start a research center. Here again, two
options were considered: (a) spend the money to atrract a limited num-
ber of senior researchers and hope their work would generate funds in the
future to keep the operation viable, or (b) build a high-quality support
system of junior staff, such as research assistants and secretaries, and hard-
ware, such as computers, and hope that some of these people developed
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into researchers able to generate funds and/or that the supporr systems
attracted the senior researchers. In this case, oprion (b) was selected.
Within five years, no senior researchers had been attracted, the junior
rescarchers had produced little, and the research center was forced out of
business.

These illustrations point up the critical nature of the staffing function
in management. Staff make or break an organization, and people develop
other people. Although a resource-consuming and often discouraging
activity, staffing either will bring healthy blood into an organization or
will create a potentially debilitating influence.

It is interesting to consider how often industry utilizes “headhunters”
and how reluctant health care organizations are to undertake careful exec-
utive searches. For example, in one hospital that I am familiar with, a
physician was hired, over the protest of the full-time medical director, at
a significant salary although he was not board-eligible or certified in his
specialty. His primary “credentials” were that an influential member of
the staff liked him and he was willing to provide services at no charge to
several key members of the board.

It must be noted that although the costs of utilizing headhunters are
significant (sometimes as much as a third of a year’s salary), they do add
value to the managerial equation. For example, many firms have former
health care executives as some of their partners, who begin the search
process by developing an understanding of the organization, the key per-
sonnel, and the job for which they will recruir. Only by doing this back-
ground work carefully can they be in a position to search for the right
candidates. Their next job is developing a pool of acceptable candidates,
followed by prescreening them, and finally presenting them to the organi-
zation’s search committee. My experiences have included the full range of
the search process: T have been the accepred as well as the rejected candi-
date; I have participated and chaired internal search commitrees that have
run searches themselves and hired headhunters to run searches. And as a
consultant I have been hired for the purpose of searching for a CEO. These
experiences have taught me that using an experienced and comperent
search firm or consultant is worth the expense. Why is this the case?
Generally, search firms, because of their extensive contact network as well
as their chutzpah (such as calling up the best people in the field and trying
to entice them into considering a move), are able to pur together a higher
quality pool of candidates than the organization is likely to find on its own.
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Additionally, they save wear and tear on the organization because they are *
simply the outsiders who have taken on a time-consuming and often
potentially politically sensitive project, thus sparing the emotiona]
resources of the organization. From a short-term perspective, search firms
are expensive. However, in the long term the cost is paltry if a firm brings
the organization the right person.

Dr. Daniel A. Kane, the former president of New Jersey’s Englewood
Hospital and Medical Center, supports the use of search consultants for
senior positions. In his experiences, these consultants have offered his
organization candidates for positions who simply would not have
responded to traditional newspaper and journal adverrisements. For
example, his senior vice president for finance had been a vice president for
finance at another institution and was not actively searching for a posi-
tion when the search firm approached him with the opportunity at
Englewood. Kane also suggests that a long-term relationship be developed
with a firm or firms so that the search firms have a good understanding
of the organization, its culture, and key staff. He rightly suggests thar this
understanding makes it more likely that a search firm will find candidares
who “fit” the organization properly.

RIS SN

Directing

Directing is the function most often associated with management. Many
people view managers as sitting in their offices, no doubr quite removed
from any part of the operation, barking out orders to a compliant group
of employees. Except in rare cases, this is a fantasy. Managers may liketo 3
view themselves as caprains of ships, but their word is no longer the law. ‘j
They must use their position to guide, persuade, or coach subordinates.
The control device is less the organizational position itself than the abil- 1{
ity to lead and motivate. Even in highly bureaucratic organizations, such 3
as universities or hospirals, managemenc is by consensus, and the effective QJ
manager must shepherd that consensus to meet goals. :
Health care managers should always remember that few physicians, no .
matter how low they are on the organizational totem pole, ever walk into E
the director’s office and think they are going to the “boss.” During my
tenure as a CEO I often wanted to simply say, “Just do it!” The question
is whether that autocratic approach—something akin to “Father Knows
Best"—is indeed the best approach. Probably not, particularly in light of
the complexity of these organizations.
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If there is an organizational analogy, it is perhaps the orchestra. For
years [ have been a devotee of the Boston Symphony and have often
watched them rehearse thejr performances, sometimes with their conduye-
tor and other times with guest conductors, including Sir Colin Davis, the
late Leonard Bernstein, and the Jate Eugene Ormandy. Two things have
struck me while watching these rehearsals. First, the conductor knows
precisely what sound he or she wants to get from the orchestra; that is, he
or she knows the music perfectly and how the music should sound.

Second, he or she s listening very carefully to the performances of each
of his musicians and is able to pinpoint

tempo, sound, and timing. And so
Managers at all organizational levels must know what the music should
sound like; that is, what their mission is, and then they must use their per-
sonal and financial resources to get the job done.

The best resources for directing often are a person’s intellect and per-

sonality. A case in point; One day a woman walked into my office com-
plaining about the care her facher

homes. I listened to 2 sad tale abour

the communiry and now was elderly and confined to 2 nursing home
with 2 host of problems, Her complaint was thar the staff were nor pay-
ing proper attention to his healch situation and thar lack of attention had
resulted in a recent hospirtalization with some painful treatments, includ-

asked my assistant 1o get a full report

about this gentleman’s care. Within a
day I heard back thar the information that I had received from the daugh-

ver was correct with regard to his health status and hospitalization, but the
nursing home staff had treated him properly, everything was well docy-
mented, and the daughter had 3 repuration for being a chronic com-
plainer. I thought abour these two divergent views and decided to review
the records myself. Six inches of records arrived on my desk, and for three
hours I read and made notes about the care that this man had received.
The next day I scheduled 2 meeting with the senjor nursing, dietary,
administrative, and activitjes staff of the nursing home, I presented them
with my derailed analysis of the records thar clearly showed that a lack of
communication among disciplines, lack of attention to trends in the
patient’s health status, and 00 much robotlike charting had resulted in an
unfortunate and avoidable outcome. No formal discipline was meted our,
but it became clear thar | would not accept par answers and that |
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nursing home was serving, Did everything change overnight? I doubt it,
but the © irecting” message was sent our across the organizarion,

Controlling

Controlling, a fifth function, is concerned with the measurement of per-
formance against some predetermined standard. Two elemen IS must come
together if the manager’s control is to be effective: (1) there must be stan-
dards; and (2) there must be information systems to indicate the progress
that is being made roward attaining those standards,

One example of an effective control device is the budger and its com-
panion budgeting process. For example, an organizarion may have a clear
budgeting process that not only projects revenues and expenses bur also
requires targets and reviews, In accepring a given department’s budget and
holding it accountable for jes projections, the manager is controlling the
department’s activities, If ambulatory care projecred expenses of $5 mil-
lion for the fiscal year and seven-eighths of the way through the year came
to the manager with 4 request for more money to hire a new staff person,
the manager could use the controlling function via the budget to direcr
the organization, Money and ego are probably two of the most potent
controlling mechanisms, ego being the more difficult to deal with since
there are few “performance standards” and information systems about
€gos are limited, at best,

The fundamental problem in controlling is that of metrics; that is,
finding the righe measurement tools. The grossest measure in personnel is
turnover, bur that number may mask a host of other problems. For exam-
ple, if organizational leadership has a push to eliminate rurnover, poor
quality performance may be accepted in order to avoid turnover, One
illustration of this could be the problems of “pool nurses,” temporary
nursing staff who are hired because of unanticipated shortages due do
sickness, vacations, or simply the inability to hire regular staff. The limi-
tation of pool nurses is both their dramatically higher costs and their

Most healch professionals would like to avoid using pool nurses whenever
possible. However, if an organization makes this too strong a goal, it is
possible, although not necessarily inevitable, tha the bar wil] be lowered
with staff nurses in order to avojd the pool problem. A marginally per-
forming nurse might be retained in order to avoid the pool; bur that also
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eliminates the possibility of hiring a better quality nurse if the marginal
nurse is terminated. Unfortunately, this happens in many organizations,
including academia, where faculty are granted tenure as a strategy for a
department to avoid losing the position during tight financial times.

Coordinating

Coordinating is a sixth function and, in some senses, one of the weakest.
Traditionally, a coordinator has plenty of responsibility and little author-
ity, analogous to the carpenter who is given wood and nails but no ham-
mer. It appears that the most successful coordinators are those with real
or apparent authority, a total commitment to the program, or extraordi-
nary skills as a persuader. To pur it differently, important managerial
problems are too complex both in terms of the problem itself and the sys-
tem that has generated the problem to be “coordinated.” They must be
“managed” in an affirmative manner.

Representing

The seventh traditional function is representing, or being the spokes-
person for the unit, organization, or industry on the outside. A depart-
ment head represents the department and its case on the division level,
and the director represents the organization to the government, a foun-
dation, or even the board.

Representation is a critical managerial function. Those on top of each
component usually represent the component to those on the next higher
level. This is a time- and energy-consuming function that requires a
political sensitivity to the needs of a constituency (or unit) and a similar
sensitivity to the needs of those to whom the constituency is being repre-
sented. The skills of presentation, debate, analysis, and articulation are
critical, since they are weighed in the minds of those who are listening to
the presentation. Many of the skills necessary to be effective in this func-
tion can be learned.

[n many senses, the representation function has two dimensions: sub-
stance and theatre. The substance component is obvious—the manager -
must know whar he or she is talking about. For example, if a lawyer is
arguing a point of law in front of a judge and cites a particular case, it
behooves that lawyer to know the cited case quite well. Without the
knowledge of the case, he or she is treading in dangerous water should the
judge start asking questions abourt the case. Not only will he or she lose
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the legal argument, bur his or her credibility on the case, as well. To top
it off, his or her reputation will be damaged. So it is in management,
Credibility and reputation are always on the table. R
The theatrical dimension is more elusive and, in my judgment, ensures
that the message is clearly heard without unnecessary distractions. At one
- extreme, assume the CEO of an organization walks into a formal meeting
of the board in torn jeans and a Bart Simpson T-shirt, What exactly would
be the mood of the board members when he began his director’s report?
What would be the response of the community to an executive who mum-
bled her way through a presentation? It is imperative that an execurive have °
something the U.S. Navy calls “command presence.” In the simplest
terms, this means that the executive must look and sound like an execu-
tive. If chis is a problem, there are myriad consultants who will assist a per-
son in everything from writing and delivering as speech to clothes and hair
styling. But it is essential to remember this is style, not substance. The
style’s value is getting the substance listened to.
A final confession: When I agreed to take the CEO position, I had a
full-blown academic wardrobe: one suit and lots of sport coats, blazers,
and maybe one corduroy jacket (no patches, though). One of the first

things I did was buy several conservative business suits—I needed to dress
for the new part!

WHO IS A MANAGER?

A traditionalist would say “anyone who gets things done through other
people” is a manager, which portrays the manager as the grand puppeteer.
Perhaps a less offensive approach might be to say that a manager is any-
one who is not personally involved in the direct implementation of the
work. A manager, then, is someone who is involved in a range of activi-
ties, but a manager’s responsibility stops short of personal implementation
of these activities. A manager might be someone involved in creating an
innovative ambulatory care program, putting it togerher so that it
becomes a reality, or evaluating it for further nurturing or retrenching.
Particularly in health care, it seems that managers expend a grear deal
of their time “fighting fires,” chasing solutions for small problems. These
problems are part of a larger system and context, a point often overlooked
in dealing with the specific fire.
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women.” Their loyalty is to the organizartion, and the most imporran; 3
professional person in their lives is their boss. The image (and reality, to 5
great extent) is of a tight hierarchical structure and operations thar
respond to that structure. Regardless of the theorerical “latness” of the
organization, there is always someone on the top who has the authoriry
and responsibility to represent the organization and negotiate for its well-
being, or at least that person’s concept of its well-being,

A clear example of this is the case of the attempted takeover of the
McGraw-Hill publishing company by American Express. McGraw-Hill’s
chairman, Harold McGraw, Jr., viewed this rakeover as anathema,
Because of his personal view, he waged a relentless and successful cam-
paign against the invasion. He stated in a letter to the chief executive offi-
cer of American Express that American Express lacked “integrity,
corporate morality and sensitivity to professional responsibility.”® He
then went on to criticize the management and behavior of American
Express. All of this*was carried out with the express approval of stock-
holders, many of who clearly stood to gain by such a merger.

A differenc perspective on management is presented by Michael Blum-
enthal. During his tenure as Secretary of the Treasury, he prepared an
article for Fortune titled “Candid Reflections of a Businessman in
Washington.” In it, he contrasted his experiences as a senior government
official in charge of an agency employing 120,000 people with his position
as chairman and chief exccutive officer of the Bendix Corporation.
Control, he suggests, is related to the ability to “hire and fire.” He identi-
fied his problem in government: “Our of 120,000 people in the
Treasury, I was able to select twenty-five maybe. The other 119,975 are
outside my control.”

It was noted earlier that top management is involved in serring goals
and organizing activities that allow the goals to be attained. Blumenthal’s
noting that the senior executives in industry can control who is and is
not involved in policy development and implementation highlighted the
contrast berween the private and public sector, but because of the plethora
of official and nonofficial interest groups in government, many of
whom have influence and power, the policy process is considerably more
complex.

%In the news. Fortune. February 12, 1979, p. 16.
"Candid reflections of a businessman in Washington. Forrune, January 29, 1979, pp. 36-49.
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A final point is that management in industry does most of its business
in private. Government execurives, however, must function under the
spotlight of the press. Shortly after I asked for and received the resigna-
tion of a senior medical executive, I was on the phone with my brother
who was then the dean of a major medical school. I was discussing the
resignation, and he listened and lamented the fact that the tenure system
at his university handcuffed him and prevented the organizartion from rid-
ding itself of senior staff that had become unproductive.

How, then, do the expectations of the health care manager differ from
those of the industrial manager? Probably not much. To be successful,
managers need to develop a positive artitude toward the organization
and the job, be joiners and innovators, accept the organization’s goals as
their own, and invest their spiritual and physical energy in building an
organization.

The two dimensions that are no doubr of the grearest importance in
management are technical skills and the ability to recruit and retain able
subordinates. Technical skills are often underemphasized, bur they are a
major element in a manager’s credibility and value to an organization. For
example, can the manager accurately forecast the utilization of services,
and is that forecast based on a high quality assessment of needs, likely
demands, and competition? Can the manager develop an appropriate
strategic plan or budget for the organization? This does not mean that the
manager must write the budger personally, bur thar he or she must plan,
organize, and review the budget before it is placed in the hands of the
board. Mistakes, conceprual or mechanical, indicate a careless of techni-
cally unskilled manager, particularly at the beginning of a career.

If there is one shortcoming of new managers it may be an over-reliance
on the importance of their image as managers and an under-reliance on
the technical substance thar is expected from them.

Since few managers—even workaholics—have the time and ability to
do everything themselves, they must rely on subordinates for their success.
Their ability to find people who will be supportive and who will comple-
ment their own skills is crucial. Some managers view high-qualiry subor-
dinates as threats and hire sycophants. These people typically are only
marginally producrive and often eventually have to be replaced. Another
group of managers view subordinates as “tools” to carry out unpleasant
jobs and hire “hatchet men.” It is always so pleasant when the wheels of
the gods finally curn, and poetic justice is meted our wich the firing of
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these people. A third group, and the one I like to think I belong in, Viewf
subordinates as key colleagues. This group atremprs to surround them

selves with the “best and brightest” and work toward encouraging thej;
growth and development, with the full knowledge that someday they may
leave to accept more challenging positions. When I look back to my
accomplishments as a CEO, I think they are all about the people
brought aboard and their professional development. :

VALUES AND ETHICS IN MANAGEMENT

Unfortunately, the first decade of the 21st century will probably be ;
remembered for the host of industrial scandals in which corporate and *
personal greed hit a new low: Tyco, Enron, HealthSouth, and numerous
other organizations, including mutual funds, and, perhaps the worst of
all, the Catholic Church, where pedophile priests were protected by sen-
ior administrators.

It should also be recognized that these problems have been with us for
decades. In the 1970s, a dean of a school of public health was forced to
resign after he was indicted (and subsequently convicted) by a federal
court of conspiracy to defraud the government; a nationally prominent
hospital administrator lost his job when his organization discovered that
he was double-billing for his travel; a professor and chair of a department
of health administration lost his job and ended up in jail after serious
wrongdoings were discerned; and seemingly countless nursing home
administrarors were indicred and prosecuted for a range of offenses.

These, as well as numerous other examples, suggest several alternative
hypotheses regarding the ethics of health administrators: (1) the pressure
on health administrators is getting so grear that the ethical fiber is break-
ing down at an increasing rate; (2) the low-level ethics of health adminis-
trators is finally being discovered and exposed; or, perhaps, (3) health
administrators are simply devoid of any sense of ethics. I personally reject
hypotheses (2) and (3) bur find hypothesis (1) quite plausible because I
have seen it on countless occasions. Indeed, 2 number of years ago, when
I was on the faculty of Columbia University, I was so concerned about
this subject that I undertook a study about the ethical problems facing
three different groups of health administrators. All three groups were
asked the same four questions:
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1. What was the most difficult ethical

decision you had to make in
the past year?

2. What did you see as the m

ajor alternative decisions that could have
been made?

3. What was your decision?

4. What do you see as the major implications of your decision?

Clearly, such open-ended questions were not d
tive answers to the problems plaguing health adm
set some realistic parameters on the type of ethica
two responses from four different groups of admi
12 hospital administrators, 12 drug program administrators, 10 nursing
home administrators, and § nursing home administrators who were
department heads ac long-term care facilities. OF the 12 hospital admin-
istrators, 6 were chief executives and G were at associate levels. Although
all 12 administrators were associated with similar institutions in some-
what similar communities, no two problems identified by the adminis-
trators were similar. However, 5 of the 6 chjef operating executives
identified problems that could be classified as medical staff problems:

Oppose facility expansion desired by medical staff

Oppose employment of new physician who was needed but whose
recommendations were less than satisfactory

Oppose the medical staff’s position on malpractice

Integrate (racially) medical staff and trustees

Fire a senior-level physician

* Shorten utilization

eveloped to give defini-
inistrators, but racher to
l issues they face. Forty-
nistrators were analyzed:

In those pre-DRG days, this sixth problem,
profound implications for the ho
individual physician’s income.

Associate administrator leve] respondents,
the scope of their responsibility,
more operationally oriented:

shortening utilization, had
spital’s income and, potentially, for the

not surprisingly in view of
tended to identify problems that were

* Accept part-
* Support chi
contrary

time self-serving position with potential purveyor
ef operating execurive when personal position was
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* Terminate a nonprofessional employee with cause bur withour dye
process

* Become a complainane 2gainst a medical sraff member
* Reprimand medical staff

The alternatives in most instances were black
or do not do jt, In the 12 cases reviewed,

compromise position in three instances,
in seven instances,

and white—ejther do it
the administrators found some
did what they fele they should do

and in the remaining two cases they did or allowed

something to occur thar they did not su

tor or assistant administrator, and 8

other supportive roles, such as social
The decision [ist

I S SR PR e
B ekl o bt i S

management:

Order staff to come o work on time
* Fitea mentally retarded worker
* Reassign a team of workers

* Evaluate a nurse’s work
* Allow an em

ployee to leave work 2 ha
Fire a poor-quality employee

* Hire an employee of another faith for 5 religious nursing home
* Resign from 4 facility tha is violating the law

* Accept a more difficul; job

* Accept employment in g field (nursing home administrarion) thac
was tainted

f-hour early

An employee, RN, came to me last week and a5
. from work 1/2 hour carlier because her son was g

ked if she could take off

oing to sing in a church




- ey izt

1 2 By

, VALUES AND EThics |y MANAGEMENT

99

i choir and she wanted to be wj

1/2 hour docked off her pay.

th him. I decided that would let her go wih

Three of the problems were seemingly highly personal, in thar they
involved the administrators’ fyrure, Tio of those responses suggest thar the
authors acrually went through some sort of personal crisis or soul-searching;

Should I stay, leave, or Uy to convince top management of reasons why the
i organization should eliminate violations?

Am [ jeopardizing “my repuration as an upstanding citizen” by entering

this Field?

i} Although the third res

; siderations were evident.
The staff and department 5

range of problems thar were
: other administrators:

ponse was a job change decision, no ethical con-

dministrators in nursing homes presented a
generally dissimilar from those seen with the

* Advocate a parienc’s position,

which is in opposition to the institu-
tion’s position

Mainrtain stae health code standards
- * Expose serious operating deficiencies in another department
: * Create a harmonious work environment for staff

* Enter into a relationship berween 2 nonprofit and for-

profit
organization

Three of these problems were patient-
conflict of interest situations;
nizational problems,
many of these people
tion as social workers

oriented; two were almost classic
and the remaining three were general orga- ;
Perhaps this can be explained by the fact thar, while £
see themselves g5 administrators, they usually func- j

or dietitians. These are roles that are traditionally
quite close physically and spiritually to parients,

The final 12 respondents were administracors of drug programs, all of i
whom had a background in soc;
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Start termination action against a chronically il employee

Actin a consistent manner with regard to personnel policies of tim,
attendance, erc,

Release an employee because of age
* Hire staff primarily because of their ethnj
* Select employecs for layoff

* Transfer 10 a berger job in another department with a differen
philosophy

Debate an administrarjve edict
* Implement a personally unacceprable course of action

* Implement 2 patient treatment plan that was unacceptable to the
next higher level of management

* Cooperate with a state investigating group

¢ background

Rather surprisingly, there were fow patient-
example, four administracors identifi
most difficult ethical decision of th
patient-related problems were gener,
such as the issue of whether an ad
state investigating group.

This modest study suggested at the time that administrators have few
serious ethical problems. Could this be the case? I would argue thar, even
in those days, they simply did not know what an ethical problem was,
Perhaps this explanation s too harsh or too simplistic, but it should be obvj.
ous that a significant percentage of “ethical” problems identified were fairly
typical administrative problems, usually involving personnel management.
[t appears that both then and now the broader issues of conflicts between
personal values, organizational values, and the myriad requirements of cor-
porate compliance (to be discussed in later chapters) are simply not being
identified by top healeh care Management. Perhaps this is because adminjs.
trators have lulled themselves into believing that the administrative decision
process is value-free. It is not, however, and it is imperative that these val-
ues be identified and analyzed. Obviously, this is not yet taking place, or we
would not be so busy with matters of corporate compliance,

The antidote Suggest is a constant focus on ethjca] issues and a tone
set by the senior executives tha is exemplified by their personal behavior,
While the key is the action thar people take—thar s, acting in an ethically
COTIect way—a major step is an ethics policy that is sensible, intelligent,

oriented problems. For
ed a hiring/firing problem as their
¢ past year, and two of the three
al and related 1o 2 specific patient,
ministrator should cooperate with a




