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Learning Objectives

After completing this chapter, the reader should be able to

e define strategic human resources management,

 outline key human resources functions,

* discuss the significance of human resources management to present and
future healthcare executives, and

* describe the organizational and human resources systems that affect
organizational outcomes.

Introduction

Like most other service industries, the healthcare industry is very labor inten-
sive. One reason for healthcare’s reliance on an extensive workforce is that it
is not possible to produce a “service” and then store it for later consumption.
In healthcare, the production of the service that is purchased and the con-
sumption of that service occur simultaneously. Thus, the interaction between
healthcare consumers and healthcare providers is an integral part of the deliv-
ery of health services. Given the dependence on healthcare professionals to
deliver service, the possibility of heterogeneity of service quality must be rec-
ognized within an employee (as skills and competencies change over time) and
among employees (as different individuals or representatives of various pro-
fessions provide a service). '

The intensive use of labor for service delivery and the possibility of vari-
ability in professional practice require that the attention of leaders in the in-
Flustry be directed toward managing the performance of the persons involved
In the delivery of services. The effective management of people requires that
.hca'lt%lcarc executives understand the factors that influence the performance of
ltlrl:g:'tllc(i)llllzlls Zr;;;f;ci in their organizations. These fact.ors include not only the

sources management (HRM) activities (i.e., recruitment
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that impinge o.n human rcsou:;c’snil [:,I;)::;:tl?SHRM) refers to the compre.

. Strategic Immm{ ’ic;oc’:i';, fich 21 hakd F215c80 16 developing and mag),
hc'n.swc sctu(:ll"i glc-:i"i‘f:liiorcc. This workforce, in turn, contributes to orgap;.
;iltiil(l)l:falac?‘fc.ctivcncss, as defined by the organization’f SHRISHIC goals: SHRM
occurs in a complex and dynamic milicu of forces within thc.orgamzanona]
context. A significant trend that started within the last decade Is for 'I-IR man-
agers to adopt a strategic perspective of their job and t(? recognize critical link-
ages between organizational strategy and HR strategies (Fottler et al. 1990;
Greer 2001).

This book explains and illustrates the methods and practices for increas.
ing the probability that competent personnel will be available to provide the
services delivered by the organization and that these employees will appropri-
ately perform the necessary tasks. Implementing these methods and practices
means that requirements for positions must be determined, qualified persons
must be recruited and selected, employees must be trained and developed to
meet future organizational needs, and adequate rewards must be provided to
attract and retain top performers. All of these functions must be managed
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the wrong people or they do not motivate or develop their staff. The material

in this book can help executives avoid mistakes and achieve great results with
their workforce.

Healthcare organizations can gain a competitive advantage over com-
petitors by effectively managing their human resources. This competitive ad-
vantage may include cost leadership (i.c., being a low-cost provider) and prod-
uct differentiation (i.c., having high levels of service quality). A 1994 study
examined the HRM practices and productivity levels of 968 organizations
across 35 industries (Husclid 1994). The effectiveness of each organization’s
HRM practices was rated based on the presence of such benefits as incentive
plans, employee grievance systems, formal performance appraisal systems, and
employee participation in decision making. The study found that organiza-
tions with high HRM effectiveness ratings clearly outperformed those with
low HRM rankings. A similar study of 293 publicly held companies reported
that productivity was highly correlated with effective HRM practices (Huselid,
Jackson, and Schuler 1997).

Based on “extensive reading of both popular and academic literature,
talking with numerous executives in a variety of industries, and an application
of common sense,” Jeffrey Pfeffer (1998) identifies in his book, The Human
Equation, the seven HRM practices that enhance an organization’s competi-
tive advantage. These practices seem to be present in organizations that are ef-
fective in managing their human resources, and they occur repeatedly in studies
of high performing organizations. In addition, these themes are interrelated
and mutually reinforcing; it is difficult to achieve positive results by imple-
menting just one practice on its own. See Figure 1.1 for a list of the seven
HRM themes relevant to healthcare. While these HR practices generally have
a positive impact on organizational performance, their relative effectiveness
may also vary depending on their alignment (or lack thereof) with each other
and with the organizational mission, values, culture, strategies, goals, and ob-
jectives (Ford et al. 2006).

The bad news about achieving competitive advantage through the
workforce is that it inevitably takes time to accomplish (Pfeffer 1998). The
good news is that, once achieved, this type of competitive advantage is likely
to be more enduring and more difficult for competitors to duplicate. Mea-
surement is a crucial component for implementing the seven HR practices
listed in Figure 1.1. Failure to evaluate the impact of HR practices dooms
these practices to second-class status, neglect, and potential breakdown. Feed-
back from such measurement is essential in further development of or changes
to practices as well as in monitoring how each practice is achieving its intended
purpose.

Most of these HR practices are described in more detail throughout the
book. Although the evidence presented in the literature shows that effective
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Organizations arc pursuing various major competitive strategies to re-
spond to the current turbulent healthcare environment, including offering
low-cost health services, providing superior patient service through high-
quality technical capability and customer service, specializing in key clinical ar-
cas (e.g., becoming centers of excellence), and diversifying within or outside
healthcare (Coddington and Moore 1987). In addition, organizations are €n-

tering into strategic alliances (Kaluzny, Zuckerman, and Ricketts 1995) and
Regardless of which strate-

restructuring their organizations in various ways.
g a de-

e being pursued, all healthcare organizations are experiencin
ditional service areas and an increase in
port services

gies ar
crease in staffing levels in many tra
staffing in new ventures, specialized clinical areas, and related sup

(Wilson 1986).
Staffing profiles in healthcare today are characterized by a limited num-

ber of highly skilled and well-compensated professionals. Healthcare organi-
zations are no longer “employers of last resort” for the unskilled. At the same
time, however, most organizations are experiencing shortages of various nurs-
ing and allied health personnel.

The development of appropriate responses to the ever-changing
bcalthcarc environment has received so much attention that HRM planning
is now well accepted in healthcare organizations. However, implementation
of such plans has often been problematic. The process often ends with the
dcvelopmcnt of goals and objectives and does not include strategies or meth-
?:Sb :ft;lf:plf:r'ncnt'ation anc'i ways to monitor results. Implementation appears

major difficulty in the overall management process (Porter 1980).
healdh ::r i?:iurt;tj::? for this lack of implemcr.ltation has been failure of
—— W(L ZZZC(S:Z z(l)nd m;‘magc ;he various external, interface, and
flly implement i Strgzatlo'n and support are necessary to success-
(Blair and Fottler 1990). A stak ﬁyl(c;'e.,'corpor'ate? b'usmcss, On HocRots )
“Stake” in the organizati(;n . c ol er is any ln'd1v1dual or. group with a
families, public and private r;: lgmﬂ ””kel?"ld"’” md'udc S
Foce takeholers A gu atory agcncxcs‘,‘ .and third-party payers. Inter-

operate on the “interface” of the organization
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appraisal,
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not likely .
have elegant and elaborate strategic
ing human resource strategies to ensure that the overall corporate plan can
be implemented. But strategies don’t fail, people do.” Despite this fact, the
healthcare industry as a whole spends less than one-half the amount that

other industries are spending on human resources management (Hospitals

1989).

The SHRM Model

A strategic approach to human resources management includes the following

(Fottler et al. 1990):

* Assessing the organization’s environment and mission

* Formulating the organization’s business strategy

* Identifying HR requirements based on the business strategy

* Comparing the current HR inventory—in terms of numbers,
characteristics, and practices—with future strategic requirements

* Developing an HR strategy based on the differences between the current

inventory and future requirements
Implementing the appropriate HR practices to reinforce the business

strategy and to attain competitive advantage

Figure 1.2 provides some examples of possible linkages between strate-
gic decisions and HRM practices.

. SHRM has not been given as high a priority in healthcare as it has re-
cc1vc‘:d in many other industries. This neglect is particularly surprising in a la-
l?or-m.tcnsivc industry that requires the right people in the right jobs at the
right times and that often undergoes shortages in various occupations (Cern¢
1988)’. In addition, the literature in the field offers fairly strong evidence that
organizations that use more progressive HR approaches achieve significantly
l?cttcr financial results than comparable, although less progressive, organiza-
tions do (Gomez-Mejia 1988; Huselid 1994; Huselid, Jackson, a;ld Schuler

1997; Kravetz 1988).
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FIGURE 1.2
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HR Practices

Pursue service-quality
differentiation competitive
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Pursue growth through
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Pursue growth through
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Purchase new technology
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Increase productivity and cost
effectiveness through process
improvement

relations
Provide training to
improve efficiency

Provide high compensation

Recruit top-quality candidates

Evaluate performance on the
basis of patient satisfaction

Provide training in guest
relations

Adjust compensation

Select candidates from
acquired organization

Outplace redundant
workers

Provide training to new
employees

Promote existing employees
on the basis of an objective
performance-appraisal
system

Provide training in using and
maintaining the technology

Recruit and select physicians
and other personnel

Encourage work teams to be
innovative

Take risks

Assume a long-term perspective

Figure 1.3 illustrates some strategic HR trends that affect job analysis
and planning, staffing, training and development, performance appraisal,
Cf)mpcnsation, employee rights and discipline, and employee and labor rela-
tons. These trends are discussed in more detail in later chapters in this book.

The bottom line of Figure 1.3 is that or

ganizations are moving to higher lev-

els of flexibility, collaboration, decentralization, and team orientation. This
transformation is driven by the environmental changes and the organizational

responses to those changes discussed earlier.
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The SHRM Process

As illustrated in Figure 1.4, a healthcare organization is made up of systems
that require constant interaction within the environment. To remain viable,
an organization must adapt its strategic planning and thinking to extend to
external changes. The internal components of the organization are affected by
these changes, so the organization’s plans may necessitate modifications in
terms of the internal systems and HR process systems. There must be har-
mony among these systems.

The characteristics, performance levels, and amount of coherence in
operating practices among these systems influence the outcomes achieved in
terms of organizational and employee-level measures of performance. HR
goals, objectives, process systems, culture, technology, and workforce must be
aligned with each other (i.c., internal alignment) and with various levels of or-
ganizational strategies (i.e., external alignment) (Ford et al. 2006).

Internal and External Environmental Assessment

Environmental assessmentis a crucial element of SHRM. As a result of changes
in the legal /regulatory climate, economic conditions, and labor-market real-
ides, healthcare organizations face constantly changing opportunities and
threats. These opportunities and threats make particular services or markets
more or less attractive in the organization’s perspective.

Among the trends currently affecting the healthcare environment are
increasing diversity of the workforce, aging of the workforce, labor shortages,
changing worker values and attitudes, and advances in technology. Healthcare
executives have responded to these external environmental pressures through
various internal, structural changes, including developing network structures,
joining healthcare systems, participating in mergers and acquisitions, forming
work teams, implementing continuous quality improvement, allowing telecom-
muting, employee leasing, outsourcing, using more temporary or contingent
workers, and globalization.

Healthcare executives need to assess not only their organizational
strengths and weaknesses but also their internal systems; human resources’
skills, knowledge, and abilities; and portfolio of service markets. Management
of human resources involves paying attention to the effect of environmental
and internal components on the HR process. Because of the critical role of
healthcare professionals in delivering services, managers should develop HR
policies and practices that are closely related to, influenced by, and supportive
of the strategic goals and plans of their organization.

Organizations, either explicitly or implicitly, pursue a strategy in their
.()pcrations. Deciding on a strategy means determining the products or serv-
1ces that will be created and the markets to which the chosen services will be
offered. Once the selection is made, the methods to be used to compete in the
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chosen market must be identified. The methods adopted are based on inter-
nal resources available, or potentially available, for use by managers. As shown
in Figure 1.4, strategies should consider environmental conditions and orga-
nizational capabilities. To be in a position to take advantage of opportunitics
that are anticipated to occur, as well as to parry potential threats from changed
conditions or competitor initiatives, managers must have detailed knowledge
of the current and future operating environment. Cognizance of internal
strengths and weaknesses allows managers to develop plans based on an accu-
rate assessment of the organization’s ability to perform in the marketplace at
the desired level.

SHRM does not occur in a vacuum; rather, it occurs in a complex and
dynamic constellation of forces in the organizational context. One significant
trend has been for HR managers to adopt a strategic perspective and to rec-
ognize the critical links between human resources and organizational goals.
As seen in Figure 1.4, the SHRM process starts with the identification of the
organization’s purpose, mission, and business unit, as defined by the board of
directors and the senior management team. The process ends with the HR
function serving as a strategic partner to the operating departments. Under
this new view of human resources management, the HR manager’s job is to
help operating managers achieve their strategic goals by serving as the expert
in all employment-related activities and issues.

When HR is viewed as a strategic partner, talking about the single best
way to do anything makes no sense. Instead, the organization must adopt HR
practices that are consistent with its strategic mission, goals, and objectives. In
addition, all healthcare executives are HR managers. Proper management of
employees entails having effective supervisors and line managers throughout

the organization.

Organizational Mission and Corporate Strategy

An organization’s purpose is its basic reason for existence. The purpose of a
hospital may be to deliver high-quality clinical care to the population in a
given service area. An organization’s mission, created by its board and senior
managers, specifies how the organization intends to manage itself to most ef-
fectively fulfill its purpose. The mission statement often provides subtle clues
on the importance the organization places on its human resources. The pur-
pose and mission affect HR practices in obvious ways. A nursing home, for ex-
ample, must employ nursing personnel, nurse aides, and food service workers
to meet the needs of its patients.

The first step in formulating a corporate and business strategy is do-
ing a SWOT (strengths, weaknesses, opportunities, and threats) analysis. The
managers then attempt to use the organization’s strengths to capitalize on
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porate gmmh strategy is recruiting and training large numbers of qualified
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the impact of the HR function should be considered in the initial development
of organizational strategy. When HR is a true strategic partner, all organiza-
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HR Strategy Formulation and Implementation
Once the organization’s corporate and business strategies have been deter-
mined, managers can then develop an HR strategy. This strategy commonly
mncludes 2 staffing strategy (planning, recruitment, selection, placement), a
developmental strategy (performance management, training, development,
career planning), and 2 compensation strategy (salary structure, employee in-

centives).
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ment focuses on measuring, recognizing, and rewarding performance—all of
which lead to high levels of service quality. Alternatively, if the business strat-
egy is to be a leader in providing low-cost services, the developmental strat-
egy may focus on training to enhance productivity to keep overall costs low.

A compensation strategy must also complement the organization’s other
strategies. For example, if the organization is pursuing a strategy of related di-
versification, its compensation strategy must be geared toward rewarding em-
ployees whose skills allow them to move from the original business to related
businesses (e.g., inpatient care to home health care). The organization may
choose to pay a premium to highly talented individuals who have skills that
are relevant to one of its new businesses. When formulating and implement-
ing an HR strategy and the basic HR components discussed earlier, managers
must account for other key parts of the organization, such as organizational
design, corporate culture, technology, and the workforce (Bamberger and
Fiegelbaum 1996).

Organizational design refers to the framework of jobs, positions, groups
of positions, and reporting relationships among positions. Most healthcare or-
ganizations use a functional design whereby members of a specific occupation
or role are grouped into functional departments such as OB-GYN, surgery, and

emergency services. Management roles are also divided into functional areas
such as marketing, finance, and human resources. The top of the organizational
chart is likely to reflect positions such as chief executive officer (CEO) and vice
presidents of marketing, finance, and human resources. To operate efficiently,
and allow for seamless service, an organization with a functional design re-
quires considerable coordination across its various departments.

Many healthcare organizations have been moving toward a flat organi-
zational structure or horizontal corporation. Such an organization is created by
eliminating levels of management, reducing bureaucracy, using wide spans of
control, and relying heavily on teamwork and coordination to get work ac-
complished. These horizontal corporations are designed to be highly flexible,
adaptable, streamlined, and empowered. The HR function in such organiza-
tions is typically diffused throughout the system so that operating managers
take on more of the responsibility for HR activities and the HR staff play a
consultative role.

Corporate culture refers to the set of values that help members of that
culture understand what they stand for, how they do things, and what they
.consider important. Because culture is the foundation of the organization’s
internal environment, it plays a major role in shaping the management of hu-
man resources, determining how well organizational members will function
.tOgcthcr and how well the organization will be able to achieve its goals. There
1s no ideal culture for all organizations, but a strong and well-articulated cul-
ture enables employees to know what the organization stands for, what it val-

ues, and how to behave. A number of forces shape an organization’s culture,



hcare
Human Resources in Hia‘l_t______‘___f S

M

-nstitutional affiliations, shared eXper.
he founder or founders, 1n dies
slogans, herocs, and ccrem ‘ d
ze the importance of culturc. an Ct;ﬂ;c Appropyj.
in the organization. Culture ¢

ate care to transmit that. cultu‘rc B Ot.h?rs mc:)l;sistfnt behavior (i.c., wa?lrcli:c
transmitted through orientation, training, . - 8

. d telling and retelling of stories. Culture May
the talk), corporate history, an ' ers. If the organ;
facilitate the work of either HR managers or h.nc manag S ganiz,.
tion has a strong, well-understood, and_ attractive culture:, rccrul'tmg and re.
taining qualified employees become easier. If the culture is pcfrccu./ed a:s weak
or unattractive, recruitment and retention become prO.bICmaUC- Likewise, the
HR function can reinforce an existing culture by selecting new employees wh,
have values that are consistent with that culture.

Technology also plays a role in the formulation and implementation of
an HR strategy. The HR activities of healthcare organizations are quite differ-
ent from those in the manufacturing industry. In healthcare, different criteri
for hiring and methods of training are used. In addition, healthcare organiza-
tions typically emphasize educational credentials. Many aspects of technology
play a role in HR in all healthcare settings. For example, automation of cer-
tain routine functions may reduce demand for certain HR activities but may
increase it for others. Computers and robotics are important technological el-
ements that affect HRM, and rapid changes in technology affect employee se-
lection, training, compensation, and other areas.
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As mentioned earlier, the successful implementation of an HR strategy
generally requires identifying and managing key stakcholders (Blair an.d Fot-
ter 1990, 1998). The HR strategy, as all other strategies, can on'ly be 1m1?lc-
mented through people; therefore, such implementation rcqulr.cs motlfza-
tional and communication processes, goal setting, and leadership. Specific
practices or tactics are also necessary to implement the HR stratcgy: For ex-
ample, if a healthcare organization’s business strategy is to differentiate }tsclf
from competitors through its high-level focus on meeting customer (patient)
needs, then the organization may formulate an HR strategy to provide all em-
ployees with training in guest relations.

However, that training strategy alone will not accomplish the business
objective. Methods for implementation also need to be decided; for example,
should the training be provided in-house or externally through programs such
as those run by the Disney Institute? How will each employee’s success in ap-
plying the principles learned be measured and rewarded? The answers to such
questions provide the specific tactics needed to implement the HR strategy as-
sociated with the business goal of differentiation through customer service.
Obviously, the organization will also develop and implement other functional
strategies in accounting /finance, marketing, operations management, and other
areas. Positive or negative organizational outcomes are determined by how well
all of these functional strategies are formulated, aligned, and implemented.

HR Outcomes and Performance
The outcomes achieved by a healthcare organization depend on its environ-
ment, its mission, its strategies, its HR process systems, its internal systems and
the consistency with which the operating practices are followed across these
Systems, and its capability to execute all of the above factors. The appropriate
methods for organizing and relating these factors are determined by the out-
comes desired by managers and other major stakeholders, and numerous
methods exist for conceptualizing organizational performance and outcomes
(Cameron and Whetten 1983; Goodman and Pennings and Associates 1977).
F.Or this discussion, the specific outcomes are HR outcomes and organiza-
tional outcomes (see the two bottom boxes in Figure 1.4).

: Numerous HR outcomes are associated
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Such metrics relate to specific HR activities, but there is also a need to

measure the overall contribution of the HR function to organjzau'onal per-
formance and outcomes (Lawler, Levenson, and Boudreau 2004).

The HR Scorecard is one method to measure this contribution. This
tool is basically a modified version of the balanced scorecard (BSC), which is
a measurement and control system that looks at a mix of quantitative and
qualitative factors to evaluate organizational performance (Kaplan and Norton
1‘996). The -“balancc” reflects the need for short-term and long-term objec-
tives, inancxal and nonfinancial metrics, lagging and leading indicators, and
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retention, patient satisfaction), internal (i.c., time to fill positions), and learn-
ing (i.c., staft satisfaction, perceived training participation) arcas.

Organizational Outcomes and Performance

For long-term survival, a healthcare organization must have a balanced, ex-
change relationship with the environment. This cquitable relationship must
exist because it is mutually beneficial to the organization and to the environ-
ment with which it interacts. A number of outcome measures can be used to
determine how well the organization is performing in the marketplace and is
producing a service that will be valued by consumers, such as growth, prof-
itability, ROI, competitive advantage, legal compliance, strategic objectives
attainment, and key stakeholder satisfaction. The latter may include such in-
dexes as patient satisfaction, cost per patient day, and community perception.

The mission and objectives of the organization are reflected in the out-
comes that are stressed by management and in the strategies, general tactics,
and HR practices that are chosen. Management makes decisions that, com-
bined with the level of fit achieved among the internal systems, determine the
outcomes the institution can achieve. For example, almost all healthcare or-
ganizations need to earn some profit for continued viability. However, some
organizations refrain from initiating new ventures that may be highly prof-
itable if the ventures do not fit their overall mission of providing quality serv-
ices needed by a defined population group. Conversely, some organizations
may start some services that are acknowledged to be break-even propositions
at best because those services are viewed as critical to their mission and the
needs of their target market.

The concerns of such an organization are reflected not only in the
choice of services it offers but also in the HR approaches it uses and the out-
come measures it views as important. This organization likely places more em-
phasis on assessment criteria for employee performance and nursing unit op-
crations that stress the provision of quality care than on criteria concerned
with efficient use of supplies and the maintenance of staffing ratios. This se-
lection of priorities does not mean that the organization is ignoring efficiency
of operations; it just signals that the organization places greater weight on the
former criteria. The outcome measures used to judge the institution should
reflect its priorities.

Another institution may place greater emphasis on economic return,
Pr0ﬁtability, and efficiency of operations. Quality of care is also important to
that organization, but the driving force for becoming a low-cost provider
€auses the organization to make decisions that reflect its business strategy;
therefore, it stresses maintenance or reduction of staffing levels and strictly
Prohibits overtime, Its recruitment and selection criteria stress identification
and selection of employees who will meet minimum job requirements and ex-
Pectations and, possibly, will accept lower pay levels. In an organization that
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(Johnson and Roberts 2006). Because Orgafnizatlozs arz f::;;a:rizlc?zpet-
ing for the best talent, developing an attractive HR bran . : y impor-
tant. A brand embodies the values and standards that guide emp ayes bel'lav-
ior. It indicates the purpose of the organization, the types of peol?le 1-t hires,
and the results it recognizes and rewards (Barker 2005). If an organization can
convey that it is a great place to work for, it can attract the “right” people (HR
Focus 2005¢). Being acknowledged by an external source is a good way to cre-
ate a recognized HR brand. Inclusion on national, published “best” lists, such
as the following, helps an organization build a base of followers and enhances
its recruitment and retention programs:

In HR, branding rc

o Fortune’s 100 Best Companies to Work For
o Working Mothers’s 100 Best Companies for Working Mothers
*  Computerworld’s Best Places to Work in IT

* Robert Levering and Milton Moskowitz’s 100 Best Companies to Work
for in America

Being selected for Fortune’s 100 Best Companies list is so desirable that

some organizations try to change their cult i :
be included (Phillips 2005). ure, philosophy, and brand just to

Cardinal Health in Dublin

major provider of healthcare orc Ohio, ranks 19th on Forsune’s list and is 2
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Human Resources and the Joint Commission E

The Joint Commission initiated a pilot project to assess the relationship be-
rween adequate staffing and clinical outcomes (Lovern 2001). The project was
led bya 20-member national task force composed of hospital leaders, clinicians,
and technical experts, among others (Joint Commission 2002). The task force
submitted 1ts recommendations, which became a standard—Standard HR
1.30—that was implemented in January 2004. This standard requires health-
care organizations to assess their staffing effectiveness by continually screening
for issues that can potentially arise as a result of inadequate staffing. Staffing ef-
fectiveness is defined as the number, competency, and skill mix of staff related
1o the provision of needed care, treatment, and services. The Joint Commis-
sion’s focus is on the link between HR strategy implementation (i.c., adequate :
staffing) and organizational outcomes (i.e., clinical outcomes)—see these two 5
boxes in FlgllI'C 1.4.

Under Standard HR 1.30, a healthcare facility selects a minimum of
four screening indicators—two for clinical/service and two for human re-
sources. The idea behind using two sets of indicators is to understand their
relationship with one another; it also emphasizes that no indicator, in and of
itself, can directly demonstrate staffing effectiveness. An example of a clinical / 3
service screening indicator is an adverse drug event, and examples of HR 5
screening indicators are overtime and staff vacancy rates. Staffing inefficien- :
cies may be revealed by examining multiple screening indicators related to pa-
tient outcomes.

A facility has to choose at least one indicator for each clinical /service
and HR category from the Joint Commission’s list, and additional screening
indicators can be selected based on the facility’s unique characteristics, special-
ties, and services. This selection also defines the expected impact that the ab-
sence of direct and indirect caregivers may have on patient outcomes. The
data collected on these indicators are analyzed to identify potential staffing-
effectiveness issues when performance varies from expected targets—that is,
ranges of performance are evaluated, external comparisons are made, and im-
fcr;‘;cninmcgni?als are as'sesscc.i. The data are analyzed ove; igmc ;gainst the
iy acators to identify trends, patterns, Or the stability t0 a pm(;crj-.
ing the aggre year, managers r.eport to the senior ma:fzgeme;t :.ian:l :;g o
tegarding gation and analys.ls of data related to staffing eficctive

y actions taken to improve staffing.
HR screening indicators include the following:

Overtime

gtaﬂf vacancy rateg
@ff turnoyer rates
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s compared to the facility’s staffing plan

e Understaffing, 2
Nursing hours per patient day

Staffinjurics on the job
On-call per diem us¢
e Sick time

Clinical /scrvice screening indicators include the following;:

e Daticnt readmission ratcs
e Patient infection ratcs

e PDatient clinical outcomes by diagnostic category

The healthcare organization is expected to drill down to determyy,

causes of variation when data vary from expectation. The OrgamZaﬁoncthc
undertakes steps leading to appropriate actions that are likely to remed ;h A
tified problems. For example, analysis of the data may indicate the n:;ld en.
evaluation of the organization’s staffing practices. If so, the organization for
specific actions to improve its performance. Examples of strategies matt:::

be used to address identified staffing issues include the following:

e Staff recruitment

¢ Education/training

® Service curtailment

® Increased technology support

® - Reorganization of work flow

* Provision of additional ancillary or support staff

e Adjustment of skill base

A Strategic Perspective on Human Resources

Managers at all 1 B s

competitive advafl‘zlgscair;cll);cci(e)mng mC'rcasingly aware that critical sources of
and managing the organiz:;ltion“:pil)lmpnatc systems for attracting, motivating,
of human resources involves ¢ s.dur.nan resources. Adopting a strategic iev
veloping appropriate polici onsidering employees as human “assets” and d¢
policies and programs to increase the value of these &
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needs to ensure that these investments are not lost. Consequently, an organi-
zation needs to develop strategies to ensure that its employees stay on long
cnough so that it can realize an acceptable return on its investment in em-
ployee skills and knowledge.

Not all organizations realize that human assets can be strategically
managed from an investment perspective, Management may or may not have
an appreciation of the value of its human assets relative to its other assets such
as brand names, distribution channels, real estate, and facilities and equip-
ment. Organizations may be characterized as human-resources oriented or
not based on their answers to the following:

 Does the organization sce its people as central to its mission and
strategy?

* Do the organization’s mission statement and strategy objectives mention
or espousc the value of human assets?

* Does the organization’s management philosophy encourage the
development of any strategy that prevents the depreciation of its human
assets, or does the organization view its human assets as a cost to be
minimized?

Often, an HR investment perspective is not adopted because it involves
making a longer-term commitment to employees. Because employees can leave
and most organizations are infused with short-term measures of performance,
investments in human assets are often ignored. Organizations that are perform-
ing well may feel no need to change their HR strategies. Those that are not do-
ing as well usually need a quick fix to turn things around and therefore ignore
longer-term investments in people. However, although investment in human
resources does not yield immediate results, it yields positive outcomes that are
likely to last longer and are more difficult to duplicate by competitors.

Who Performs HR Tasks?
The person or unit that performs HR tasks has changed drastically in recent
years. Today, the typical HR department does not exist, and no particular unit
or individual is charged with performing HR tasks (HR Focus 2005b). Inter-
nal restructuring has often resulted in a shift as to who carries out HR tasks,
but it has not eliminated those functions identified in Figure 1.4. In fact, in
some healthcare organizations, the HR department continues to perform the
majority of HR functions. However, questions are now being raised such as,
Can some HR tasks be performed more efficiently by line managers or by out-
side vendors? Can some HR tasks be centralized or eliminated altogether? Can
technology perform HR tasks that were once previously done by HR staff?
(Rison and Tower 2005).

. Over time, the number of HR staff has declined, and continues to de-
cline, as others have begun to assume responsibility for certain HR functions
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izations are expected to outsource more }-.IR tasks in t!lc f:Utln:ca t]?c Strategic
components of HR will likely remain \wthm. the orgamzatxon 1t§c (P Omcr'oy
2005; HR Focus 20062). HR managers will continue to be involved wig,
strategic HR matters and other key functions, including performance Manage.
mcm:md compensation management (Davolt 2006; Porfwroy 2005). .

The shift toward strategic HR is beginning to permit the.HR function ¢
shed its administrative image and to focus on more mission-oriented activities,
as noted earlier (HR Focus 2006b). This shift also means that all healthcare
exccutives need to become skilled managers of their human resources, More
HR professionals are assuming a strategic perspective when it comes to Manag-
ing HR-related issues (HR Focus 2005d; Meisinger 2005). As they do so, they
are continually upgrading and enhancing their professional capabilities (Khatrj
2006). This means that they must be given a seat at the board of director’s table
to help the chief officers, senior management, and board members make appro-
priate decisions concerning HR matters (HR Focus 2004; Fottler et al. 2006).

The three critical HR issues to which an HR professional can lend ex-
pertise and therefore help organizational governance include selecting the in-
coming CEO, tying the CEQ’s compensation to performance, and identify-
ing and developing optimum business and HR strategies (Kenney 2005). In
addition, the HR professional can also contribute to leveraging HRs role in
major change strategies (e.g., mergers and acquisitions), developing and im-
plementing HR metrics that are aligned with business
line managers achieve their unit goals (Pinola 2002).

In a study of HR leaders in more than 1,000 organizations, 67 percent

of the respondents reported that they belonged to the executive team in their

strategies, and helping
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that influence the performance of all their employees. To assist healthcare ex-
ccutives in understanding this dynamic, this chapter presents a model that ex-
plains the interrelationship among corporate strategy, selected organizational-
design features, HRM activitics, cmployee outcomes, and organizational
outcomces.

The outcomes achicved by the organization are influenced by numer-
ous HR and non-HR factors. The mission determines the direction that is be-
ing taken by the organization and the goals it desires to achieve. The amount
of»intcgran'on or alignment of mission, strategy, HR functions, behavioral
components, and non-HR strategies defines the level of achievement that is
possible.

Healthcare organizations are increasingly striving to impress a distinc-
tive HR brand image upon employees, potential employees, and the general
public. They are doing this by modifying their cultures and working hard to
be included on various national lists of “best companies.” Successful branding
results in competitive advantage in both labor and service markets. Organiza-
tions are also increasing the volume and quality of HR metrics they collect and
use in an effort to better align their HR strategies with their business strate-
gies. Finally, the locus of HRM is shifting, as strategic functions are retained
by HR professionals within the organizaton while administrative tasks are
outsourced elsewhere or delegated to line managers.

Dlscussmn Questlons
1. Distinguish among corporate, business, 4. What are the organizatonal advantages
~ and functional strategies. How does of integrating strategic management and
- cach strategy relate to human resources human resources management? What :
management? Why? are the steps involved in such an
2. How may an organization’s human integration?
| resources be viewed as either a strength 5. One healthcare organization is pursuing
or a weakness when doing a SWOT a business strategy of differentiating its
analysis? What could be done to service product through providing
strengthen human resources in the event excellent customer service. What HR
that it is seen as a weakness? metrics do you recommend to rcmﬁ)rcc
3. List factors under the control of this business strategy? Why? v
healthcare managers that contribute to 6. In what sense are all healthcare ;
the decrease in the number of people executives human resources managers? F
applying to health professions schools. How can executives best prepare to :
Describe the steps that healthcare perform well in this HR function? =
Organizations can take to improve this e
Situation. ‘
—
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