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HE TRADITIONAL economic model

for health care suggests that effective
health care decisions are made by maximiz-
ing quality and quantity variables within a
budget constraint."? Gray and Steffy® sug-
gest there is a health care myth that relates
increasing productivity to decreasing qual-
ity. This belief supports the notion that
costs can be contained and the organization
streamlined only at the expense of quality.
Compatibility between quality and costs
has been tested by the advent of prospec-
tive payment, which assumes that the two
variables can be influenced simultaneously.
This assumption varies from previous as-
sessments that defined excellent hospitals
as those that have provided the highest

quality of care to all patients. The Social
Security Amendments Act of 1983, H.R.
1900 (P.L. 98021) initiated prospective pay-
ment as a method of determining reim-
bursement based on 467 predetermined
diagnosis related groups (DRGs). If treat-
ment exceeds the payment rate, the hospi-
tal absorbs the loss; if the rate exceeds the
cost, the hospital retains the difference.
Thus, this new method of payment creates
a strong incentive for hospitals to keep
costs within the diagnostic categories’ range.

Some researchers have investigated the
relationship between efficiency and quality
by looking at correlations between costs
and indicators of quality, such as average
length of stay (LOS) for Medicare patients,
medical/surgical death rates, and lower
postsurgical complication rates.*’ These
studies suggest that there are no trade-offs
between efficiency and high quality of care.
The findings, however, were concluded prior
to prospective payment.

The enactment of prospective payment
across the hospital industry provides the
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opportunity to explore how hospitals under
pressure to cut costs have managed the
cost/quality balance. Using success on
DRGs as an outcome measurement, this
author did an in-depth analysis of values
and themes found in the rhetoric of person-
nel and physicians in a sample of high-,
moderate-, and low-performing hospitals.
Defining DRG success by denial rates pro-
vides a narrow view of performance; how-
ever, they offer an outcome measurement
that can be compared between hospitals.
Although various cost and quality engineer-
ing methods have evolved since 1973, none
have been applied nationally prior to pro-
spective payment or DRGs. Because peer
review organization (PRO) physicians de-
fine medical standards, the obstacle of non-
physicians determining the quality of med-

* ical decisions is bypassed.

On the other hand, using this single
measurement turns weaknesses of the DRG
system into inherent weaknesses within the
study. In support of this study, however,
DRG research has found the amount of
reimbursement per DRG to be positively
correlated with the amount of nursing care
allocated to patients with that diagnosis.
For example, in one Health Care Financing
Administration (HCFA) study, only two
categories—DRG 320 and DRG 14—out of
21 common DRGs required more nursing
care than suggested by the DRG reimburse-
ment level.? In the other direction, three
categories—DRG 125, DRG 148, and DRG
468—required fewer nursing care hours
than the given level of reimbursement.

Although physicians have control over
much of the allocation of hospital re-
sources, Pellegrino argues that “the simplic-
ity of the dyadic patient-physician model
can no longer dominate the decision mak-
ing process.” °®- 32" He purports that when
a patient enters the hospital, his or her
contract is no longer with the physician but
with the institution. In fact, Flood et al.*®
found that the hospital site was more impor-

tant than individual physician attributes in
predicting quality differences. Therefore,
this study investigates the relationship be-
tween organizational values and DRG suc-
cess.

METHODOLOGY

‘This study provides a description of the
contextual factors present in six hospitals
that display a range of DRG performance.
These data were collected in 1986 when
DRGs were a recent change; thus the find-
ings represent initial reactions. However,
as Burns'! points out, outstanding organiza-
tions are revealed during times of great
change and uncertainty. Public, teaching
(those with primary responsibility for med-
ical students), specialty, and long-term hos-
pitals were excluded.

The sample hospitals were selected by
their annual DRG denial rates—highest,
lowest, and median. Hospital personnel
had no perception of their performance in
comparison with that of other hospital
staffs because denial-rate figures are not
released by the PRO. These data were
made available to this researcher for the
study, but participants were not informed
of the criteria for sample selection.

Three samples were compared:

1. low performers—one large (200 beds
or more) and one small (150 beds or
less) hospital with the state’s highest
annual denial rates;

2. moderate performers—one large and
one small hospital with the state’s
median annual denial rates; and

3. high performers—one large and one
small hospital with the state’s lowest
annual denial rates (see tables 1 and
2).

Nineteen large hospitals had denial rates
ranging from .90% to 5.98%. The mean
was 3.83%, and the median score was
2.93%. Forty-nine small hospitals had de-
nial rates ranging from 0.0% to 20.51%
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Table 1. Description of large urban sample hospitals

with a mean of 4.55% and a median score of
4.08%.

A total of 51 interviews was completed
using both individual and group formats.
Approximately nine interviews associated
with each hospital were completed: admin-
istrator, DRG coordinator, director of nurs-
ing, small group of unit nurses, two physi-
cians (one who had many denied cases and
one who had few denied cases as deter-
mined by the DRG coordinator), coordinat-
ing PRO regional manager, coordinating
PRO reviewer, and coordinating physician
assistant with the most reviewing experi-
ence in each hospital. The staff nurses were
selected by nursing administration from
the nurses who were working on the day of
scheduled interviews.

Low Moderate High
Category performers performers performers
Profit status Nonprofit; subsidiary For profit; owned by Nonprofit; subsidiary
of umbrella health large national chain of umbrella health
corporation corporation
Number of beds 306 465 318
Medicare coverage (%) 40 40.8 No response
Average length of
stay—Medicare
(days) 6.6 8.0 8.3
Average length of :
stay—all patients
(days) 3.9 7.6 5.08
L‘___f

Interviews were open-ended, semistruc-
tured conversations containing questions
meant to tap perceptions about the hospi-
tal and DRGs. The interview questions
were derived from a range of responses
gathered in a pilot study. Examples of
interview questions included: “What is your
image of this hospital and how would you
describe its purpose?” and “Describe the
situation and outcome the last time you felt
a conflict between providing quality ser-
vices and DRGs.”

Data analysis

Six hundred ninety-eight pages of inter-
view transcripts were subjected to rhetori-
cal analysis using Bormann’s fantasy-

Table 2. Description of small rural sample hospitals

Low Moderate High
Category performers performers performers

Profit status Nonprofit Nonprofit Nonprofit
Financial status Tax supported Financially independent Tax supported
Number of beds 17 32 16
Medicare coverage (%) 25 60 40
Average length of stay—

Medicare (days) 4.2 5.6 4.0
Average length of stay—

all patients (days) 3.8 5.1 3.4
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Interviews were open-ended,
semistructured conversations
containing questions meant to tap
perceptions about the hospital and
DRGs.

theme analysis technique.'? The transcripts
were coded for main characters, their ac-
tions, and the context, to identify how
employees personify their attitudes. The
unified analogy of themes found in each
organization described their group identity
or vision—shared patterns of thought, be-
lief, feelings, and values that result from
shared experience and common learning.’
Thus, the characteristics common to the
group identity of both high-performance
hospitals were compared with those of hos-
pitals with moderate and poor perfor-
mance. Because fantasy-theme analysis uses
verbatim language, the analysis is 313 pages
long. For the sake of brevity, the findings
are summarized here; the complete analy-
sis can be found in the author’s doctoral
dissertation.'

Credibility

Qualitative research and quantitative re-
search view validity differently. Tradi-
tional quantitative research is evaluated by
the degree to which the findings are deter-
mined to be objective; this method has
presented communication as something
that can be isolated from context. In con-
trast, the interpretive paradigm suggests
that all communication is subjective sym-
bolism. The interpretive perspective “cen-
ters on the study of meanings, that is,
the way individuals make sense of their
world through their communicative behav-
jors.”13®-3D Thus, researchers become famil-
iar with contextual factors to describe what
they are observing. The basic purpose of

qualitative analysis is to provide useful,
meaningful, and credible answers to the
evaluation of questions of decision makers
and information users.’® Qualitative re-
search provides “one perspective. ... The
perspective gained through careful qualita-
tive analysis is not arbitrary, nor is it
predetermined, but it does fall short of
being Truth.”®®-320 This research is not
meant to be predictive but is intended to
contribute deseriptive information found
from comparing six specific hospitals that
have performed differently on DRGs. The
findings in this study present one interpre-
tation of the data—the researcher’s. Other
perspectives are possible and may offer
new or different insights.

Semantical validity, sampling validity,
and confirmation of the findings are some
of the measures that can be used to assess
the credibility of qualitative research.’"®
This study was found to have high semanti-
cal validity, high sampling validity, and
additional confirmation of findings."

There may be unexplored variables
within the hospital system with the poten-
tial to influence the DRG denial rate. For
example, the mix of DRG categories used
by each hospital would be useful data to
collect in future studies. Further, there
may be unknown factors related to perfor-
mance on DRGs; thus sample hospitals
may not be equally capable of performing
on DRGs. On the other hand, discovery of
internal factors common to hospitals with
different circumstances was encouraged by
sampling large urban hospitals and small
rural hospitals.

MAJOR FINDINGS

The rhetorical analyses of interview tran-
scripts revealed clusters of themes found
for high- and low-performing hospitals,
and, as might be expected, the moderate-
performing hospitals reflected mixed re-



sults. For example, both moderate hospi-
tals displayed some of the characteristics of
the low performers but did not reflect any
of the identifiers of the high performers.
The results are described, therefore, in
terms of characteristics for high performers
and low performers. The description of
poor-performing characteristics includes ex-
amples from the moderate-performing hos-
pitals.

The key motivational force found in the
high-performing hospitals seems to be a
commitment to providing quality care. This
commitment was operationalized by shar-
ing accountability for DRGs without blam-
ing others, coupling humanistic caring
about patients with cost-effective behavior
by inventing new methods, and fostering
teamwork internally and externally.

High-performing hospitals created an or-
ganizational vision in which inpatient care
was perceived as being provided within the
DRG parameters without abandoning pa-
tients. Staff members felt they remained
committed to their patients because much
of the time they were able to be inventive
and create new ways to maintain the qual-
ity of care and discharge people within the
DRG length of stay.

In contrast, these low-performing hospi-
. tal staffs created organizational cultures
that depicted themselves as victims forced
to do things that conflicted with their
values. Thus, the actors in these hospitals
perceived others as either villains or he-

roes. Competing for scarce resources had

become a way of life since the cost-contain-
ment emphasis. Responsibility was local-
ized within one group, and its members
were blamed when money was lost on DRGs.
These professionals were depressed by the
changes in the system and felt powerless to
influence either internal or external fac-
tors. They felt forced to abandon patients
because the system did not allow them to
provide high quality care. Thus morale was
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very low and staff members were unmoti-
vated. Detailed findings are described be-
low.

Shared accountability for DRGs
without blaming others

High performers

These nurses, DRG coordinators, and
hospital administrators share accountabil-
ity for DRGs. They place a high priority on
communicating with all characters in their
agency and perceive themselves as a big
family.

Hospital staff members do not blame
physicians for DRG compliance. Instead,
a “commit[ment] to build[ing] up the
goodwill with the wonderful medical
staff?’14P- 24 {5 expressed by hospital admin-
istration, nursing, and the DRG coordina-
tion staff. For example, hospital administra-
tion listens to medical staff concerns and
sends them thank-you letters for attending
appeal reviews. Similarly, DRG coordina-
tors work with physicians by “recommend-
[ing] things to physicians”*® 3% and ask-
ing if they can help physicians with
discharge planning. Nurses also suggest
discharge alternatives to physicians.

Low performers

In comparison, hospital staff in the low-
performing hospitals focused accountabil-
ity for compliance with DRG parameters
on one specific group or person. For exam-
ple, in one hospital the DRG coordinator is
responsible for DRGs, while in another
hospital the medical staff members are
perceived as ultimately responsible for de-
nial rates and thus are competitive about
“winning or losing on DRGs.”!® ) The
nursing staff in yet another hospital is
identified as responsible for creating solu-
tions to the DRG problem, yet there is no
linkage with the hospital administration or
the director of nursing.
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Coupling a commitment to quality
and caring with cost-effectiveness

High performers

Staff members in high-performing hospi-
tals displayed a willingness to incorporate
cost-effective behavior into hospital work
without losing humanistic caring for pa-
tients. Because of a “definite commitment
to quality,” - 22 these hospitals are con-
stantly trying to discover more efficient
ways of providing high quality care. For
example, patients are provided “whatever
service is necessary”'® %% to maintain
high quality of care and meet what they
perceive as the DRG parameters.

Furthermore, staff members in these
high-performing hospitals perceive that
they can empathize with other staff mem-
bers’ feelings yet still expect performance.
These people describe a hospital environ-
ment that encourages “a willingness to
work out issues, a good understanding be-
tween people, and no[t] looking over each
other’s shoulder.”'*® 2% Hospital staff
members care about each other and expect
there will be conflict because that is a fact
of life. Resolving conflict is perceived as
part of a natural process that one adjusts
to. For example, hospital administrators
empathize with physicians’ feelings and
encourage direct communication yet ex-
pect them to uphold their responsibilities.

Low performers

In contrast, these hospital staffs perceive
that DRGs “force” them to be businesslike
and disregard caring about patients. As one
member explained, “[DRGs have made
health care providers] spend more time
worrying about proper documentation and
doing . . . things so the patient and hospital
doesn’t [sic] suffer financially than to be
concerned with the things they should be
worried about like doing a good job.”4(- 59
These staff members perceive that they are
shoving people out the door and saying, “I

- nothing I can do about it.

just don’t have time to listen to you” or “I
understand how you’re feeling but there’s
3314(p. 148)

Hospital and medical staffs fear that
they will be perceived as uncaring; they
apologize to the patient and their families
and try to make them understand that the
early hospital discharge is not the physi-
cian’s or staff member’s wish. Thus, staff
members perceive that they are abandon-
ing patients and are not able to show caring
when the DRG length of stay is upheld.

Internal and external teamwork

High performers

Staff members in high-performing hospi-
tals describe collaborative relationships
with peers, community constituents, physi-
cians, outpatient programs, and PRO team
members. A collaborative relationship with
the community is encouraged and hospital
services are created to be community fo-
cused.

Teamwork within the hospital is associ-
ated with a strong nursing management
that has influence at the institutional level
and is an effective advocate for staff nurses.
Nursing managers play a key role in facili-
tating organizational teamwork, because
they provide the critical liaison between
hospital executives and the majority of
hospital employees.

Other team-building actions include col-
laborating instead of blaming, empathizing
with feelings but expecting performance,
and understanding that everyone is human
and thus has both good and bad aspects
that vary depending on many variables.

Teamwork within the hospital is
associated with a strong nursing
management that has influence at
the institutional level and is an
effective advocate for staff nurses.




High-performing hospital staffs do not per-
ceive any villains. For example, a physician
might be depicted as angry and upset but
still capable of agreeing to work as part of a
team with the hospital. Similarly, the PRO
is considered to have its own perspective on
- DRGs yet still be part of the same team as
hospital personnel.

Low performers

On the other end of the continuum, staffs
perceive that DRGs have created a time of
scarcity and are a threat to one’s survival.
Thus, hospital employees and physicians
must compete for their share of resources.
Organizational cultures in the low-perform-
ing hospitals depicted various subgroups as
competing with each other and creating
major power struggles. For example, in one
hospital, the administrator and community
physicians compete with each other for
their share of outpatient and laboratory
services and each faction feels that the
other is intruding on its turf. In another
case, nursing department influence is dis-
couraged at an institutional level because
there is fear that this would set up nurses to
receive more resources than other depart-
ments. Another hospital is engaged in a
competitive battle with the PRO; each
group perceives that it is right and is not
willing to concede.

EMPOWERMENT OF NURSING

High performers

The role of nursing leadership was signif-
icantly different in the high and low per-
formers. The high-performing nursing de-
partments are described as strong, and
their leaders as vocal as demonstrated in
this quote: “There is [sic] enough of us who
get angry enough and who cuss and swear
and everything else to the point where
we’re either. . . heard or fired.”*® 2 Thuys,
the nursing administration is depicted as
communicating caring to the nursing staff
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through their availability to clarify issues
and confront problems by being “very in-
volved in the hospital administration—not
just the department of nursing.”!4(p- 241, 33

Further, nursing managers are available
to the nursing staff on a daily basis and as
advocates at the organizational level. The
director of nursing in one hospital is por-
trayed as “able to maintain a closeness with
her staff because she used to work on the
floor and still does.”*® % These nurse
leaders are depicted as identifying with
their nursing staff and thus feeling “angry”
and “frustrated” when they are “told to
keep the budget and [their] staff is dy-
ing‘nl‘t(p. 231)

The effective allocation of staffing re-
sources was a primary demonstration of
advocacy by nursing managers. Thus, in
the high-performing hospitals, much en-
ergy was invested into effective staffing.
Although there were complaints that staff-
ing was too short in these high-performing
hospitals, there was the impression that
available resources were used effectively.
As one administrator said: “We do a fore-
cast of what we need [for] the oncoming
shift and we allocate the staff according to
the need. If we know we are way over, then
we will have to get someone else to work,
either in-house pools or agencies, in order
to meet the need. It’s a constant dynamic
process.” 4?39 Fyrther, these nursing ad-
ministrators “match patients’ needs accord-
ing to the skills [of the nurses] so that [the
patient] is getting the most high-intensity
service that will lessen [their] stay.” A
responsible stance is maintained by balanc-
ing the “nursing staff on one side . . . [and]
having to keep the budget.”**® 39 Thys,
nursing leaders assume responsibility for
managing nursing care within the budget.

These high-performing nursing staffs
were portrayed as achievers in clinical nurs-
ing. For example, the staff nurses were
characterized as “outstanding,” ‘“‘great,”
and the “best nursing staff [physicians



have] ever worked with.” These nurses are
considered to be “all-around better nurses.”
Thus, the nursing staff are “always rate[d]
pretty high[ly]” on patient evaluation ques-
tionnaires. Nurses are described as the
“best staff anywhere in the state of
Colorado,” and as “knowledge[able] and
caring” people who are also “budget con-
SCiOUS.”M(p' 191)

The primary shared action theme was
keeping patients out of intensive care and
out of the hospital because of expert nurs-
ing care. The nurses solve patient problems
in observation beds so that hospitalizations
are alleviated; they “maintain patients out
of intensive care units;” and they get “ac-
tive in the discharge planning, even almost
on admission.”*® 332 Thus, nurses hurry
along discharges by adding notes to charts
to suggest discharge alternatives to physi-
cians. These nurses feel “comfortable” dis-
charging patients quickly “as long as some-
one’s looking in on them, then it doesn’t
bother [them] so much sending [patients]
out early.”'*® 332 Thys, home health nurs-
ing visits are used to assure that patients
will continue to receive quality care.

Low performers

In the low-performing hospitals, the nurs-
ing department is perceived as unimpor-
tant in achieving DRG compliance. In one
hospital, the nursing department does not
emerge as a major participant. Similarly, in
the other hospital the nursing staff mem-
bers are not conscious of DRGs. They are
depicted as having a very narrow view of
the prospective payment program because
nurses do not see DRGs the way administra-
tion does. As perceived by other hospital
staff, nurses feel that they are there to take
care of a patient and do their job but that
they do not have a responsibility in the
DRG system.'

Nurse leaders were not perceived as influ-
ential at an organizational level. Instead,
decisions were considered to “go adminis-
tration’s way.” 4P 3%) Similarly, there were

significantly fewer active verbs found in the
low-performing nurses’ language. More pas-
sive forms of verbs were evident. For exam-
ple, nurses are depicted as “needing” and
“wanting” “help” for ways to cope “with a
population of greater acuity patients.” They
express the concern “how do we address
[providing care for increased] acuity when
the census is dropping and income is
decreasing?”*® ™ Although a pool system
is available for staffing, these nurses voice
the concern that extra nurses are not there
when needed.

IMPLICATIONS FOR CLINICAL
NURSING PRACTICE

These findings have two significant impli-
cations for nurses. A strong commitment to
quality of care combined with a willingness
to focus on financial incentives can moti-
vate success on DRGs, and the empower-
ment of nurses seems to be associated with
successful performance on DRGs.

Commitment

Out of a commitment to quality came the
determination to do whatever it took to get
the job done. Everyone was personally in-
vested in maintaining the financial viabil-
ity of the organization so they could con-
tinue to provide high quality care. The
professional value of providing quality care
does not have to be abandoned in this era of
prospective payment. In fact, keeping alive
the commitment to quality can be a pri-
mary incentive for nurses to become innova-
tive in dealing with new health care econom-
ics. The secret of nurses in high-performing
hospitals seems to be their ability to couple
humanistic caring with cost-effective behav-
ior.

This research suggests that nurses are in
a position to carve out pivotal roles in
hospitals’ financial successes. For example,
high quality nursing care was credited with
both shortening stays and decreasing the
need for transferring patients into inten-



sive care units. The finding that there can
be an effective balance between quality and
cost has been replicated in previous
research.???! For example, a recent study
by Helt and Jelinek® analyzed over eight
million patient days in the Medicus Na-
tional Data Base. They found that, even in
the face of a significant drop in LOS from
9.2 to 7.3 days and with patient acuity
rising 10%, quality of care also improved.
They attributed these results to the “com-
mitment and ability of direct care nurses,
and also to nursing management’s ability
to respond effectively in a situation akin to
walking on ball bearings.”2®- %

Empowerment

Nurse leaders who empower themselves
and staff nurses may gain a financial edge.
Nurses can begin to articulate the realiza-
tion that active, assertive nursing depart-
ments who remain advocates for staff nurses
and quality care seem to be related to cost-
effectiveness. The results of this study sug-
gest that hospitals may benefit from efforts
to include nurses in policy decision making.
According to these findings, powerful nurs-
ing leadership can empower the entire nurs-
ing department by being responsive to
staffing needs and representing staff nurses
at the executive level.

This study was a qualitative look at the
organizational cultures operating in a small
sample of hospitals with high, moderate,
and low success on DRGs. Similar to previ-
ous studies that identified quality and cost-
effectiveness to be positively correlated,
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