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Chapter One - Administration 

This chapter addresses the t opic of administration as it pertains to 

hospitals and nursing . A definition of administration derived from 

Katz is given and an ex trapolation is made from his industrial model 

to the health ca r e setting . The history of the trend to non medical 

administrators is explored utilizing both federal and American Hospital 

Association figures and s t atistics . The impact of Public Law 89-97 on 

the hospital is dis cussed with particular emphasis on the demands made 

of the nursing staff to care for the mil l ions of chronically ill enrolled 

under this law . Then manner in which these demands have impacted on 

nursing administrator in conjunct ion with the civil rights legislation 

o f the 60 - 70 ' s is explored in detail . 

This chap ter also deals with th e outcome of inc reasing administra-

tive skills fo r nursing - the use of power and th e involvement in politics . 

In addition the socio- cultural influences shaping the nurses o[ today are 

examined . The t ype of adminis trat ive skill necessary to manage independ

ent professionals a t all levels of growth is no t ed . In summation this 

cha pt e r attempts to define th e changes occurring i n the past century that 

are impacting on Lhe nurse administrator of t oday . The acute shortage of 

traintct nurse administra t o rs i s add r essed and examined . A base is estab

lished f or the fo llowing chapt ers . This base states that nursing and nurs

in g administ ration i s in a transitional phase , tha t nurses in order to sur

vive must master the skills of administration defin ed in the opening state

ments and that power and po litics play an integral r o l e . 

Chap t er Two - Organization 

In this chapte r the classic o r ganizationa l models are discussed and 

t heir relationship to the l1ea lth care field . Organizat i onal charts are 

g iven . These discussions are the background for e xamining the complexities 



Chapter Two - Organization (continued) 

o f o r gan izing various levels of autonomous or semi- a u tonomous professionals 

into a fu nc tioning whole . The poss i bil ities of having or ganization wi t hin 

organiza tions i s exami ned , and the di f ficul t ies inhe r ent in bo t h t he size 

and complexi ty of the nurs i ng depa rtment, and t he s i ze and complexity of 

the patien t populat i on for which i t cares . Future trends in or ganiza t ion-

al struc tures are di scus sed,particularly in r e fe rence t o gr owing labor 

activity in t he health care f i e ld . Participat i ve and democrat i c organiza

tional s t yles ar e discus sed in detail . Ma nagement by obj ectives as an organ

iz a tiona l styl e is examin ed with s amp l e obje ctives writ t en . 

Me t hods of delivery of care , fun c tiona l t eam and prima r y nurs ing a r e d i scussed 

as t hey impac t on che o r gan i za t iona l mode l of the nurs ing department . The 

chapte r concludes wi th an e xami nation of t he matrix organiza tion . It is 

post ula t ed that t he ma t rix shows promi se as the or gan i zation al model for the 

1980 - 90 ' s . The summary for this chapter concludes that t he pr i mary respons

i bil ity for the nursing administrator is to design a v i able organizati on, 

Lhat without this found.:i Lion she will not have a department to administer . 

Chap t er Th r ee - Philosophy , Goal Setting , and Systems Analysis 
. . 

In thi s chapter the def i n i t i on, scope and pu rpose of a ph i losophy i s di scussed . 

Valu es as a pr erequisite of phi losophy writing i s exami ned . The i mportance 

of phil osophy as the foundat i on of a nurs ing service i s post ula t ed . Sampl e 

ph i losoph i es are given . 

Goal se t ting as a der i vative of a wo rking philosophy i s examined . An a l ys i s , 

problem defini t ion and pr oblem so l v i ng as pa rt of the goa l setting i s defined . 

Management by Objectives i s i n t roduced, as so i s t he concep t of organ izat i on a l 

change occurr i ng as the natu r al outcome of managing by object ives . Examples 

of data analysis and goal setting for specif i c a r eas of t he hospi tal are gi ven 



Chapter Three - Philosphy, Goal Setting , and Systems Analysis (con tinued) 

This introduction to goa l se t t ing and problem analysis is then i ncorporated 

i nto a dis c ussion of systems analysis . Th eories of Kast and Rosenwe i g are 

ut i lized in th i s segmen t. Adaptation o f the systems t heory to nursing by 

Claus and Bailey is introduced . A cybernetic model of the nursing process 

i s given . 

In summary this ch ap t e r has dealt with the premi se tha t all parts of manage

ment and supervis i on, goals , philosophy and problem solving are inter related 

and flow from a value sys t em . This chapter has als o demonstra t ed that long 

r ange planning is essential, i s a systematic me t hod of affecting change and 

i s an invaluable t ool for the nursing service administr ator . Th i s chapter 

concludes with some exer c i ses for the student t o per.form that will reinforce 

the concepts taught . 

Chap t er Four - Budgets and Cost Containment 

This chapLe r examin es the financial base of the hospital , the methods of 

obtaining money and the types of budgets to account for the money spent . The 

role of nu rs ing admin i stration in the budgetary process is delineated and .. . 
emphasis i s placed on the need for further. invo l vement in the future . Budget 

t erms are def in ed and both t raditional and Zer o Base budget s are examined . 

Informational systems n ecessary to nursing adminis tration are discussed partic

ularly in relation t o capitol, suppl y and personnel budgets . The need to place 

budgeta ry control with lower levels of management i s emphasiz~as a form of 

participative management . Control and evaluati on of the budget is dis cussed 

and t he idea of a nurse internal aud itor utili zi ng a "Sunset Budget " i s dis

cussed . The chap t er concludes with a s ection devoted t o the government ' s 

cost containme:nt emphasis 311d the fifteen points raised by t he government . The 

ma in items wer e i dentified and di scussed . 

In summary the chapter has attempted to provide a broad ov e rview of the 

budgeting pr ocess and con c ludes with a list of questions the student should 

find useful for assessment of her own s ituat i on . 



Cha pte r Five - Staffing 

In t hi s chapter both the mechanics of s t affing and the human side of staffing 

are add r essed . Under mechanics of staff i ng , the system of classifying patien ts 

a cco rd ing to the acuteness of their needs i s explained in detail . The formulas 

for de t ermi ng hours of nursin g care per patien t a r e gi ven . A flow chart depict 

i ng the systems approach to t he staffing concep t is gi ven wi th interpretations. 

A s ample nurs ing budge t p roposal demons tra t i ng pa tient a cuity and nur sin g ho urs 

is written . 

Unde r s t aff i ng - t he human s i de , an ana l ysis of t he pres en t s i tuation of l abor 

unres t i n nurs ing i s unde r taken. Us i ng r ecently publ is hed statis t ics f r om both 

hospita l associations and the fede r a l government, an a tt empt is made t o def i ne 

some ma j or problems res ul t ing in ma ss ive t ur nover , pers onnel problems and 

nurs ing " dr op out " . The "burn ou t " s ynd r ome i s i dentif i ed and di scus sed , and 

some a lternatives offer ed . The append i x a t tached t o th i s chapter demonstra t es 

a modif i ed Wa r stler Scale Eor Acuity classification and a pos i tion control from . 

These f i ve chapters represent 40% of a text book . Subsequent chapters would 

in clude the following subjects . 

1) 

2) 

3) 

4 ) 

Pol i cies and Procedures 
►• 

Dual Car eer Ladders within a nursing department , provision for specialization . 

Job Descri pt ion s and Performance Rev iew 

Nurse - Physician relat i on ships - deal i ng wi th other prof essionals and 

para pr ofessionalism . 

5) Qual i ty Ass urance in Nursing 

6) Nursing admi nistration and heal t h planning at l ocal , reg i onal and national 

level s . 
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My ~otiv~tion for writ~nf this book ctc~s fro~ con ve r sa

tions wi t h ::10.ny . ur sc s , :11 1 o f who:-:1 re fleet in ere 2. ter 

or l esser decree " ... heir f r ustrat ion .:.u:d stress in •..:o:Jj_'.,;' 

~ith t he role of nursinG ad~inistrator . Current pressures 

whet her social ~edical or federal have placed constraint= 

cud challen0 es on hc.:.11 tl1 carE. systc111s Lu1hc~1nl or :i dcc;idc 

aGo · Ilur sin,G service is frequently the focus of :nan:,- of 

these conctr.:.1ints .:.'\:1d pr essur es ns it i.G t:10 lo.r cest pro-

vidcr of health c □r 0 in the hospital . It is hoped t hat 

t his boo~ will provide an undcrstandinc nnd :i base of 

J;:.no1·1ledce for the esti::1.:.1ted 25;~ of !1cw o.clc:;inistrato r s who 

of the idens cxpr cssec..:. in this boo.\. arc t:1c o.uthor 1 s own , 

• [IGCd on ex perience ;-:nd dialocue with fellow nur ses . If 

i~~dvert ently , credi ~or conceptr h~s not ~ccn ~ivcn it 

is due to t:1e .:\uthor ' s i11;1hilit)' to --:n i-rcct 1)' rl'1:1C'mhcr :,11 

~;o:.trcc::.; of idc:c.~; :.'lnc: t:10~1r;:1tc . 

:+ 1 )77 

• · 

L_;u.r· vcy of ::ur~;i:; ... ~.cr ~.rice .\cl:·.i.:.!::Lstr·:.tnr;; ~:1 :!uspi tJ.l~; 
A::icric.:."'..n ~ocicty for I'.u r sin(i Service .,d:.:in:i.strcttors 
C~1ic2-,::o , Illi:1ois l'..:lrch l')~,o :::, . 2 
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I!l o r der to ·:iritc .:\ "..,oo'.: conccr::cd v: .:.t•1 :1ur sic1;_; 

c:td:ni :1i~tratio:~ ::.t i ."3 i~cce.-::;,.,r-_. to ,t::ir t ·1·;j_t_, n dcfinitio:, 

o f 2-!1 o.d!::i:~ i :::: tr ;:o:- . 

The f ol l o •:;i.:1 • discusclo:1 of the ':J.:::!3ic r.,::i ll ::; . ceded 

ti:esc s'. : i ll.; . 

r. c 'Li ri. t.i. o s o f o t :rn r l) er so :n s , ::c1 c. ( b ) u :1 ci er t a' : e ..:; t h c 

r espon.sL Ji l :. ty :or uchievinc c crtain obj cc ti vc.s throucll 
these e f: or t.:, . 

tcc:rniccl :!U:.,.:.1-:n D.~d co11ceptu,::tl - v1i1icl, he st.:.1.tcs .'.:'.re not 

:ieccs~;:ffi l :,· .:.!::)orn but cetn t.)e developed . Technical s'.dll 

i:::})lic::; ~':1 ·rndcr:t::1:idin;_; o f , Cl:1c.l p r oficic,1cy in , c. .s:rec:::.fic 

'i:i:1d of :1cti·.r :i.t~- , })::;_rticu lc.r l y one ::..2, ·vol vinc: :-.:ct~!ods , 

to sec t::.e r cc o, ·:1 i z.i:-1 _; 

how t:,c v c:-, r .i.o·,: . · .::u:1ctj_o!,S of t'.:e or ~:-:.i.z.:--,t"i.o:, dc:)c:1d on 

o:1e c .. o::.i1cr :: :!c' l10r, c:!i.i:1,_:c::: i.:-i .:rn:; o :,c p· ::.·t ·.ffcc" :..11 

ti!c others .:.·uc.: .:. t Gx te? ds to viGUL1li z.i::L· t::e r eL.ltio!l -

of t:1c :10.t:.on 

:politicnl , 
1 r1holc . 

• \l th ou.c;i1 i:C\ tz ·:; .:1s re fcrrir: _:::- to the L:ciu3tr::.<.1l :.1odel , 

hie rc:.~rtrl:c cou 1.J. e.clcily be applied t o th-::,t o f ti1c hocp-
ito.l . 

c·:i.ll::.; i 2: bud_;ct inr , oc cou:1 tine , i:1.:'.d :9ro0rCt:.: p l o;1:1in0 , 

fll. :?1<'.~1 s.:illc :::..:-: dc;,_l i21L--; with a laoor i!"~ tensi vc in::,ti tu t i.on , 

o..::d co:1cc:p tuol ::'·:i lls in f'IGsimi l2..t in~; ;,_21d od.::tptin0 to the 

r 3.pid cha:-icec occ 1 i rri,1__:· i:1 t:-ie heetl t:'. cetr e f ield . 

: :: the l32t thirty- fi ve years hos~ital ~d~inistr a tor~ 

ho.ve c::1er,::;ed ~1c ~ scpor ;} te on d distinct :::.::-_.:,c1.,::~c:-:ie:1t pro-

fe ssio:-: . :,r ior to the e!1d o : World ·::0-r II . .1 0:::; t o.d::1inistrC\tor ::..; 

1
:: .::i.t z. , : ,o·,)c:-t L. , '! ·_ills of c-...n ::ffcct.:.ve :'\d::1i~.!..str o.t or 

ifo·,12..rc Jusi:1c:.;~ _";c v j_cw on /•!::rn.:-t~·cr:1c:1t , 1975 }."l:!) . 19- .)0 . 



:-2.pid i::c r co.r;c .:..:1 tcci1:10lo::-~,- , infor .. 1atio:1 , 2.:1d clinic2.l 

exper tise chc:1-cci the '. ospitc..l .:wan i :1ctitutio:1 nnd 

brouGht into ~ein G the non- physician aci~inistr ator . 

ltt the s.:.1:.:c ti:::e (19Lr6) , that the :tc1·1 i.)reed o f 

hocpi t .::: l ac.:~i:1.ist r r\tor c wc..s fi r st met:.~l__:-ir:,_· ·,nd i!lfluc. c.i..n::, 

r:w jor hos pi tnlc on Cl wide scale , fe c.er t,l :>1oncy thr ou.::_:h 

t:1e i:ill- 3urt o:1 :,ct (i1 ocpi t al .:;urvcy .1.nd t;o'.;.ctruction Pr o 

was free ly a vailab le f or ~uildinc of new 

f ~cilitics ~~d ox p~ncion o f old . 

j_:-. process . ~tatic t icc show that by 1967 a ~et incr ease 

o f 12,., ~ocr c.:-.pi t .. :l r :L~;o ..!..n the :wailo.l1j_l.i. t:,: .:i.:,d ucc of 
·1 c- 1· t .., l +~,., ; 1 ; .:. ~ "'r• 0 • ' · 1 ,, z · 1 t' - ,..,_ . . O~P-- .... ~ _ .. c ___ 1,.!_ 1_;_, .. oo. , :p~ ... ,cc . T::c :.1ooc of nc )'J ' c; 

,::m d e.::~rl:/ 00 1
,~ i:: t:rn '.1cttlt:; cc.re f:i.cld -_·ic-,s 0:10 of ex -

• , ' • l 
.. CGlCC'._ 

p:1;:;cisi·1n .:1e::.:i:1.:.ctr ::-_tor s fou:1e1 that the ~)-.,1:: o f their 

~D.!1a:-:c:':cnt c:'lcr r·lcc ,;;::,.r· c:. : uc!1dcd 0:1 p:1y::;.i.c:1l :)l:-.;1 t s , 

,cr·,icc , .Jtilcr t:1.::1.:·. -:o st,1.f f tr1e ::-ic r: :1cs_r>::.t:·.1 , .::u!c: unit:::. , 

wa::; left ~1lor1 c- , 

In ti1e G0 1 ,, t;1 c trci1e.i. towardr..; cxperie:1ccd ciunl ified 

no!1- 1:fr1/sic.:..:-.n :10:::_r>i t .c-\ l [lci:1inistrnt or ~, \11;.~ .3 f i r :·.1 l y est.:tbli::;hcc.: 

r;i ti1 .'1ppro:ci:.::,tcl:.,· 17 , 000 no::1- :physiciC\n ::-.d!:1L1istr ntor ::; 

repor ted for ~1
, ::.oo l~O~l)i t -.1ls by 1)71. 

Ui:i vcrsi t:: courser.; .:md j_n ter n::;i1ips fo:- i10spi t.:tl D.dr.1in

istrc.tor s \';ere ".;cco::-:i: . .::; cou:.:onplc-.cc , .. '.!1d ::-.n 2-c .:tde;;1ic 

2
•y• -:,--,...., )'c,, · .; • l • .,.. i· -.ti· o,, · ·.·.o__, .... ,,i· t .,1 .:erviccs . 1., . . er .1.~ ..... .iL:u-c~.- ., ._,....,o c ... .. . .., -·- ~ 

in the Uni te d . .; t.:ctcs , Jour:-ial o f ti1c f,.::1cr ic.:i.:1 :-:cdi c c.l 
~scoci□tion 149 ;13- lG 1952 . 

2 



discipli:1c o:· ::cnlt:1 :,:.re .\d:-::.inistr.:1tio:1 \D:.., r ecoz;;1i 2.ed . 

•I1i1e ;,:;:c.:-ic.:.,~ ...:ollc:;o o f ! 'ospi t.:11 .\ci.:.1..:.:1.:. ~tr.:i.tors :-eport 

?L,;~ oi t ! e ::ic:.,':)crs i10ldinc o. :-:.::.ster::; c.ccrcc or o.':)ove i;1 1973 , 
et s t c;icl i l/ incrc;1sing figurC' .

3 
Tn 1%7 thC' ~1ssoc i. :n i on or 

Uni versit:.,· ?ro..;r.::1:.:s i:1 .'.cnlt:1 .\d:,1ini:.:;tr .:L t.:..011 (AUPE.\) :-cpo.:-teC.: 

24 0:rac..:uo.tc pro re: :c i:1 Ecc.lth Adui~1istr.:."Ltlon in tile U. S . ; .. 
-, . , 1 0-~(.' f-;10, 'l'' ••·c,,.. ••1 •,r J 7 4 !.:., j / ~ ..... '- • l1,.., •• J .,I,,. \1 t...l._l + • 

1'\.t the ::;::l\lC tine t:1.:.1t these chc.nccc_; '>':ere oc curinD in 

hospital .:tdl.~.L1~i.str.:1tion , .:.1. cll,::mce in t:10 fccicrol .:tIJpro.:.:.c:1 to 

~- 1:lDetc t 01: ,1'cir..:;i:10 o.ci .. :j.1: istrntion .:is the full i::1petc t o f t:10 

-;cco::12):.1n:,,·::.11;:; lci.\',G , ::;uidclincs , rule::; ~1.nd rc.:;ul~1tion::; :)cc ·;:.:0 

c ·, i den t. 

i•'.cdicaid . 

t!1cn •• ccrct.:1.:--:,,· :or :1c.:.tl t!1 ::duco.ti o:: .:-..1: u ·:/cl f ore ~,nci princ.:.y:~2. 

3u t :1or of t::c ·:,.:.ll , ~tTLc( L:1i1t the li:t\': •::::.-,_s ::.1. ~,lcc::)c r . 5 :,:1: 
'- ' . . .• 
,0 .JC ll1C:.CCl, , 

clients . 11 •• ,' ''' 
• i • ....J o I I o 

... ► • , r n 
r::ir lStl.:u ; in ::.,-.:.T1l i ~ict t:1c cost 1·1~ . ., ;;2 . 27 .:i llion for ti1at ,-
y c .:i r . 11 0 

'.:.'be dcci:..:.:1. c :.· L:1c l)roc.:r.:1:-r! \·1::.1::..; i:~tcndcc: to .:1o ve t!1c poo:::

:•.:H.: t:1e: ~cca:;,· .:.:,to '.:.:1,_; u.:'.inst:-c.:1:.1 of .\:;n~ric.:,,.::1 ucc.icinc thu::; 

61· • d :Jl . 



:.10.~ :.i !1~ ~:1il:(i. :-.1u: .: ~ 1 !J t..: o :'"' ~ ~1 c ::. er, f ~c ~ 2-i tics p ln~~ ~1 c d ~~ d .:~r. de d 

Lt~1dcr t!1c ::ill- -'tlr:,0;: .. \ct . 11 ~t r;;_;.s C!3ti!~!(ttcci ~:J~ t!1G pln~1 1 0 

::rnthors tii-J.t :, ·: er:: ~~:.1:.:ll perccnto.~o of /\mcric:1 pnnubtion 

·.rnuld :...c co-.·e~-c~ .;.!..nee ::-.o.:;t _\.:::eric::u! . .3 , t:1cy believed , ·,•i e r c 

/, , r 

coYer cc. 0.l1· e.::.c~:,· "-.Jj· :::o:.:c for:-:: of :::irivate in~:,i.J.r,:rnce . Ir: o.ctual 

f 2cct so:-:,c 10 ::i2.l:::..o:: :;)coplc c:1torcd t:1c .'.::1cric.::.:1 Ec:tlti1 c::tre 

._;:;::;tc:.1 in ;_1 :TOUl) · 11 7 .. 1 i1i.:; L,;roup o f poor ci ti2.ens who '.)eco.:.10 

eliGible in 1)65 under the proGr□~ were not in the best of 

hc2.l th . 11 I:1 c.rcrts :::;uc:1 as dcntnl cDre , eye co.:-c , c:ind chronic 

ill!'lccs these people wer e probably raore in need of care th~~ 

_people '.'tho h2.d £1.ccess to he.:tlth cnre o.11 .:1lon, . Inpatient 

hos~ita l c~rc w~s then o.nd in now tho sinG lc larGcst cost 
co::1;0:10!1 t of : '.ed:::..c.:. id . 113 

This in f hix of chronic .::lly :1nd ·•cutely ill patien t s into 

!10::;pi tnls pr oduced :1. c:1c\ll c1 r;c f or nur:,inc ccrvicc i:1 the 

follo\'ri::i.i '..'.('.:.:1c1·. 

tior: in the l.:.tc ,::o I s :l;1d onr ly 70 1 :..; \': tu: ti1c soc2-<'..1.l en.cu CCG 

oc c~rrin~ i:1 ~~a~lc~ . 
11:;ur sin- !,~ .. ~ tr~(:.i tion;.111:,· ·:)cc::-i .:; ::;c~~.j_ - -·:ffofcssioi1 :::;~t:':er .:. :1;:

:~r o:.1 .:t v cr:: 0L:~;.~_ ·: c or :1.:'.::ii~:uou,: ch::r~1ct,2r . ...;c .::::_ - pr ofes~lo:, 

rcferri: c to t::c :.:.\ct 'vl:::t the r::2.jorj_t;,1 o:f :1ur:::;c:::; ciid not 

.:90::::;e:Gs <.1 :.)"'tcc:.1.L.ur c:>.tc decree , [~cne:::-~1.ll:, 2-cccptcd c.s a bo.::;is ., 
for pro:c:::::::;.o::::l .:-:-rv:~cc . 11 ) ::ursin, ::;tudc:1ts of the l .:'. t c 00 1 ::.; 

I 1Ti1c old 

"' 
-.J: :cciic£1..:.d : .\ Gc::trden Soon l':iti1 Dr:1,.:;01, 1 s ':'co-:h . 

c. 'i/eindoi' . . !o,·o::..t2lc . .::ie? t. 1 , 1977. Vol. jl. p . Go. 
') 

-'P1~O0r csc i:1 Pr ofession2.l .Service : ~iurse Leo.dcrsni~ ~ucricd , 
,J. L:.,'Gi.lucnt , ;,: . Cwist , G. H:.1Go:pi2-:1 . '.1osnit.:1ls . Aue , l o , 1970 . 
• v' C . 52 . p . 12 0 . 
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~~o!"' .. '!~tr :]_~:: · __;,;: ... ·,.::i.cc .:1.C.:.:.!:i. !1 ::.~j tl"~1tio ~~ ~::o:.:ld 8c 
o~Jtc:\:.~:cd ~:!1--otl.'~;J. {.°'l pr'L),:~1--~.~.: i~t !"'.L~r::.;i::.,: --.c:.:.~.:.11istr:1-
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_'\.:,1erj_c.1i1 Jocict:/ for i'fursin[, .Service .·.c:,:ini.::.,tr .:..1-:or3 of 
the A~crico.n Hocoital lssoci3tion 
340 ~·Tor th Lo.lrn ::;ii.or e Dr i vc , Ci1icc.,_· o , : lli:10i:::; 
Telc~honc : )12- 230- 6410 

Ji.1:1eri cnn Hur se:: ~\s::;ociation•:~ 

-x• Duc t o indcfj_nitc sto.tuc of AIL\ a~ o. coll()ctivc 
bo.r~o.ininc o.ccnt .::mcl t!10 :;10.n.:i.::..;e:·.1cnt r ole of iC:;.'. 
nenber s , co::10 hocpi t.::i.lu prefer no,.: il.::i.vi::-1_; :1ursin._; 
scrv:Lcc o.Cninistro.tor s enrolled in .. , .. . . 

nntiono.l Lco..::;ue for i'.~ursinc - :\. , ,\ , A:: 
10 Col ui.1buc Circ le 
:if cw Yor::: , :rev; Yorl: 10019 

!u-.1er ic.::m j,'a.nn ..... 01:wnt 0ocictJ 
135 ~ect 50th Street 
Ifcw Yor ~: , :T en Yor ~: 10020 

Adninictr o.tivc !-I.:mo.c_;cr,1cnt ,-.iocict:,,· 
0illow Gr ove , Pcnncylvo.nio. 1S090 

Jour nals for the Ifur :.;inr: _'a.d:~inistr.:1tor 

Jour no.l of rursin- 1~a::1in1str o.t10 :1 
:Sox 5- 7J , 12 Lakeside P::-,rl: , ·;;c;::c f::.cl<.: , :-:.:1:;so.ci1u.::;8t tc j L)~o 

l iu r s:Lnr; D; :-; cGt , c. quo.rtcr l y ~-.1.:i.,__;<:.1.zinc :-i·-··.Jlic_1oc.: 'J~: 
Con:.c:1por o.ry :iublic.:.\tio:1:., 
12 Lce:ccide .2c.r:: , \'Jo.:~cf:::..cld , iic.s:::;2c:n ... cc:.t~ Glu:o 

:rros,yi t .::-.1 ::; - Jour:1.:..11 of the .\:.1c~~-i cCtll :::o...,"':J:_t::,,1 .\c:::;o".; c.t:.o:: 
040 ::"orth 1c..;:e ::J'.1ore Dri v c , Ch::..co.<-;o , :i: l_:::..;1ois C ..;ll 

r:OG-Pi tal 'l'ou·i C;.3 

3007 3ond Place , 

,'.:;uucrv; :::;or l;ur ::;o 
37j4 Clcnwcy , Cincinnati , Oh:::..o 45205 

Ju:ieri c~n Jou.r ::1c.l of irur::.i:1.,-: 
5 :;5 '.·1 c~.,_v r.:7 .1.. · ,....,_ • 1- Y' ' ./ _ :; l,_1 ,..Jl,rce;: , •iew ·or.: , 

~ . I l. 

::or'.: 10019 

P . O. l)OX L1-ll , ·itestvJOod , licw Jcrsc;/ 07 .::,75 

Hur sin,c; 79 
132 Welsh Pead , Hor sham , Pcnn□ylv3nic 19044 



The Hur se A::.; '~ecuti ve , i3 • ...:itc ,enc , :...:o,1to:.1por o.Tj. 
Pu.bli chin,: , Inc. , i-io.sco.chusett::; , 197:::; . 

ilursi!1{'; P.ctn·i ~1istr nt·i on ·in t he :IoGpi t:.11 ·rcc::-11 th Cnre 
Syct e□ , 2 . Al exander Mocby , ~t . Loui□ , 1972 , chapterc 
on e thr ouch f our . 

T.:1ic booi: ic 2n e:·ccllen t tex t 000:: for the refer ence 
che lf o f the nur se o.ci:iinistr .:., t or . 'i'i1e f irct trro 
chap ters deo.l with t he hie tor y o f !1ocpi to.l nur sinc 
cmd pr ofecsion.:.,11 or cc.ni z,ntionc . Ch.:i.:ptcr s three u:1d 
fou r d.co.l niti1 the need. f or better :1urc:.n..:; c.:._1rc o.Eci 
t nc r ole o f nur sinc r csoc.rc i1 . 

"IIov, to Dccor.1e u \'Ji tch", Lorr~ine .".. . T:10!:10.G , 11 Ii tlr sir..c 
Outlook11 , J curn.:.,1.ry 1974 , Vol. 22 , 1ro. ::: , p . l+O . 

This ci.r ti cl c SU:.) - ti tle d 11 r:v er ~·th:i.n :: iOU :lln.::iyG no.n tecl 
to 1:now .:1bou t :1ur sinc servi c e o.clr.!i!".i:_jtrcd:ion but r,cre 
a fr D.id t o ac:~11 c'.10uld be r co.d weo1~l:: for tho f i r st 
yeo.r of your life .::1r; o. di r ector o f !1urr::i!1,::; service . 
It rri ll pr ovide /OU with tlle necescetr:: COi..lr i.'.,C_;C ,:ud 
con.viction to pur sue your cour ce . 



Chau t er Two 

orc:aniz.a tion 
What is an orc aniz.ation? An or.:;an i z.ation i s de fined. O/ 

Dunn & Steph en s as 11 beinc made up o f two basic com:9on e.nts : po.r t s 

and r elations. The s e pa r ts are inteGr a t ed so t hat t~eir r ela t i on 

t o one another i s i nt ende d to be caver ne d by the r e l a t i on to t he 
2 7.. 

objective s of t he whol e ." ..,, 

In ,3 hospitul , i ndividual nurs inG cr.;pl oy ces are r o l ::i.ted 

by both t he i r s :~ill l ev el s and t h ei r o~j c c :.i v cs . Ti1c o'Jjec t i vc ...; 

of provi di nc saf e , humane , and ther aput ic nur s inc care t o 

pa tients can oe nch icvc c ·Jy or c an i z.inc t he vc.r i ous l c veJ..3 of 

care provider s in tho uost cf f ecti vo :n::-,n:1er . ?or ex e1~pl e , 

specifi c areas su ch as oper .::l t inc r oo:::G o.:1d i:1tcnsi vo care an::. :. . .:) 

require s pecifi c t ypos 0f !lllr ses ,:rnd c'.:i l l leve l s wh:.. c h 1:1~~:Y ".Jo 

quite di ffer ent a n d ye t o.r e r e l a tea by t i1 oir c o:n..':" ..:,n nur s in:; a c .:

c r ound. Althouc h q_uito cii f f er en t '.:lo t'.1 u:1:'..:.~ cu ·oscribo t o ti1c 

overall ob j ecti ve o f the nur s i nc ser vic e lcp~r t□cnt : s n fo , 

:1u::1ane .:md t her :lpu t :..c nur si nG ca r e . 

Ea ch of o.. nur s inc ser vi ce deparb1on'.; 1 3 un:'..t3 n r e ~' -~ :.:; i.c r.c t'. 

f or the parti cu lar needs o f t ~e pa t ien t u .,::. n : t:10:.1 . T:10 .::;: :ill!-; 

o f the nur s e , cor:10 ::.nod v1ith lier edu c o.tio :,.:i._ h.:-,c '. ~c r ound , 

R. i'I ., L . P. H. , 1:rn s t ·Jc :ic.t ched to ncc~i.s o f ti:;:; p:.1t i cnt . :-iow ti1i...., 

m1r::;:i.nc or c.:tniz o.t:'..0~1 ci!nrt i 3 :.1 ::;c~ot.:2-ti c ::::- c~1rosento.t ion of t'.w 

enti r e nur sinc scrv:.c c . ;Je ca usc o f t :H.· L .1.r ,:_- 0 siz.e o f :.i.cst 

de:92-.rtrJe:1t s of :1 u r :-:;. 1:c , it is po:::;~:'.. :;le to 11:-.-: c or .::;o.:1iza.t i on \"Ii t'.1in 

or c .:111iz.2.tion . For cXCl)::pl e , t~10 i10 .::;p:'.. t::11 or _:o.n:.. z .::-. ".;ion :.:ay oc 

r epresent ed. by one ct ~r l c o f s t r uct:..T c - t :10 xur0in,: s er v i c e 'Jy 

:::mother .:md ye t t ~1 e !iur sin_: sor vic•J ~-...:; still ,:;.rt of t he cvor .:.111 

or saniz.a t io:1.:l l cho.rt . 

23nunn , J. , a n d .3top:1ens , :::: . 1-~.x1.:1u c1:1e:-: t o f Pcr sor:nc l l. 
i-l cGr c.w- Hill Boo'.: . ..:o:·:1p:.1~./ o f ..... t . Louis , 1972 , l) • 34. 
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will e:rpcct tile !:.urci:1:; ccrv::..cc to :::cct :.l: ~::;c 

u structur e t!10.:. ic diff cr c!1t fro ?".1 :.'.10 o v C'r .:-.ll !10:.~1:::.J.: c.l ::;t r-..: c :.·..:..:· c . 

:-.:iot;ier f c.ctor to ".)c conc::.. d0rcd , ir.; '.::le :-:r or;i;1~: t c:1C:.cnc.,: t o 

r~ ~:..-.l~'.r' y:-~-~~c::..plc o! r e l~.:~:_ ~~ ~:: :.!).:.; ::..1: r:: -~~:1 :-" 
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l.~!E!.1!-1.~· of p:in £!. <.!_ nurs lng sC' r v fr c ~ _g_nn i z.i ,_ ~ cha rt :1s ing th~ hi<'rnrch i r .1 1 me thod 
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In nur s ing se rvices the hci r a rchicnl chart c l ear l y 

shows the level of s kill s of the nurses, the aid e being at 

the bottom and the director at the top. An examp l e of t h i s 

is given in Figure 1. Due to the numb er of pos itions unde r 

her command the dire ctor ma y never be abl e to communicate 

persona lly with large number s of her staff . In th is mo de l 

delineation of authority tends to be sharpl y defined and powe r 

tend s to be conc entrated at the top of the py ramid. Commun

ication i s usually poor, the design fa c ilitat i ng downwa r d 

20 

channels but inhibiting upward channel s for f eedhack . Due t o the 

distance between the top and bo ttom of the pyramid what commun 

ication doe s t ake place t e nds to he s ubj ec t t o d istorti on. 

Th e heirarchi al mod e l appeared t o work relatively well when 

the re was l i ttl e nee d to change and th e r e f o r e communica t io n needs 

wer e l ess. As lon g a s the \vo rkers at the bottom of the hdra r ch:' 

felt that their s upervi so r s were prot ect ing th e i r best intrest s : 

and that this s tru c ture wa s not only necessa r y , hut provided sec11ri ty 

both i n rol e definition and job t enure, the work e r s appeared content . 

One ma j or draw b n ck iv i th the h c i r n r c h ic a 1 mode 1 was the f r eq u en t 

l ack of g r iev:rnce procedure s . Gr ievnnce p r ocedures became i..m port an t 

conce rns of the ho sp ital emp l oyees , pn r ticulnrly in th e 60 ' s an d 

70's. As th e so ci a l and medi ca l changes outlin e d in chapter one 

impac t ed on th e hos pitnl s, fru s trnti ons and c oncern s e rupt ed . 

With out a channel for communica ting the s e c once rn s . a g r cat deal 

o f unrest wa s c rea te d. 
At the c:;ame t ime (60 ' s ) t he nei-· breed o f ''h•orkcr wa~ eme r g1n g . 

These work e r s demanded goo d pay , sens iti ve bos ses , mea ning ful 

wor k and sntjsfying c;1rcers , " 34 s :ii d n n :1 tion:1l new s m;:ig:1:i nc . 

David Ewing of Harvard Business Sc hoo} 1s·a s quo ted in this art ic l e 

a s aski ng why 1\·o rkers s hould l e:-ivc their constituti on a l ri ghts on 

the door step when they go t o Ko rk . Korke r s we r e quo t e d as 

stating they wis hed t o be treat ed ;is ;i pe r son rat he r t han a number, 

th ey wjshed t o be listened t o . 

34 " New Brce<l o f \for ke r ~" , U . S . ;,,.:e1s·s r; l\° o r l d Report, Sept. 
3 , 1979 , page ~5 
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CHAPTER FOUR 

Budgets 
What is a budge t? Swanhurg s ays that ''/\ bud get i s an 

operational man a gement plan, state d in income and expense 

terms, covering all pha ses of activity for n futu r e division 

of time. In the department of nursing it se t s the limits 
/ 

of finanical support, therby controlling the extent and 

quality of nursing prog ram s . The hudget will determine t he 

number and kind s of all personal, ma t e rial an d money r esources 

available to the care for patient s and t o achi eve the sta t e<l 

nursin g objectives ... lt i s a finanicial s tatement of po li cy . '(,,:<, 

Guntlev says the most essential factor in deve lopin g 

"a succesful hud reU ng philosophy is that all member s or 

the orpan isat i on und e r s tand that the budget i s a plan of 

operati on s ror the organisation f o r a particular pe ri od in 

the fut 11 r c . ,(, 4 Gun t 1 e ~- he 1 i eves t Im t i t i s not r o s s i h 1 e t o 

dev i s e a s uccessful budget f o r a hosp i t.1 1 Kit hout gu i de l ines , 

i ssued by th e bo ard and h·ritten es t abl i shed goals. lie 

• provides the f o ll ow in g samp l e guicl el.in es : 
"To g ive competent, pe r sonnli:ed comp:issinnnt c cnrc to 

our pa t ien t s wi thout r es pec t to r ace , co l or , cre ed , socia l 

stat us or ability to pay and h ave the good of ou r patients 

as the primary consideration in any decision making." 
65 

Th i s philo s ophy then provides admin i s tration with c l ea r 

hut hroad guidelines. Guntle y f ee ls that a ph il osophy of 

an organisation i s the ''umb r el la und erwhich a budge t may 

be de,eloped. 1
'
66 
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In most hospitals the administrator a nd the comptroller 

work jointly on the preparation of the data and guide lines 

which will be provided to the various department heads. 

In c luded; in this da t a should be administrative projections, 

goals and objectives for the coming fiscal yea r . The 

comptroller will project income and expen s es for th e same 

period. An example of some proj ec tions might include new 

patient care areas, new diagnostic services or r emodelling 

of existing facilities. Admi ni stration and the comptroller 

also decide th e type of budget, the Jefi.nition of va ri ous 

items in a budget and the format t o he u sed. Once a ll of 

this information is assembled it is r endy to be given to 

department head s for discus sion , planning, formalising and 

implementation . The datn to he given inc ludes the f o l Jo,, in g , 

projected dail y censu s - this i s the number of :pa ti ent s 111 

the hospital on a given date multipl ed hy 365 = t otal 

census or pati ent dn ys for the coming financial yea r. fn 

o rd er to do this one needs to take int o account seasona l 

swings in ave rage dail y cens us (hi sto ri ca ll y low at holida ys 

and s umme r months), projected increase or decre ase in avail

ab l e bed s , increase or decrease in s ervice s and equipment 

offered, and anticipated i ncrease or decrease o f admi t ting 
physicians. 

Once it 1s known approximate l y how many paticnt days 

are anticipated multip lic a tion of pati ent days by anti cipa t ed 

room r a t es prov ide the l a rgest figure of operating re venu e . 

Oth er sou r ces of operating r e venue come from " edu cational 

pro gram tuition, cafeteria sales, rent a l of ho sp ital s pnc c 

to other s , T.V . and o ther equipment r entals, in come d e rived 

from operation of concess ion s , medi ca l r ecc-ir • ~r ansc ript 

sa l es an d other non patient related it ems .~, (';; ;'\on -opcr.1t i.n g 

revenue comes from donatcJ serv i ces a nd commodities a nd 
phil anthropy. 

6 7 
\Vo o d , Jack , Opera t in g Rev c nu es , Top i c n in II ca 1 th Ca r e 
f-innncing fn 11 1974, /\spcn Syst ems Co rp., Mnry l nncl, pngc R2 



It should be understood that mor e departments spend 

money than earn it in a hospital. 
Income Producing Departments 

Laboratories - routine Respiratory Therapy 

Radiology Nursing 
Emergency Rooms Physicial Therapy 

Operating Rooms Pharmacy 

5 2 

C.S.S. All other patient care areas 

Diagnostic testing lat.o ratories that are disease specific, 

i . e., Cardiopulmonary - Neurology - Oncology 

Non-Income Producing ·Departments 

Housekeeping 

Maintenance 
Transportation Services 

Rusiness Office 

Medical Records 

Dietary 

Food Service 
Public Relations 

Administration 

Securi t y 
Clerical Services 

Medical Executive Of f ice s 

Training and Development 

Printing Department 

Grounds 

Laundry 
Utili:ation f, Quality As surance 

Infect ion Control 

Employee Health 

Personnel 

Engineering 
Communication (te lephone, mai l r oon 

The need of the non-income producing department t o he 

paid for by the income producing department s is the crux 

of the hudgeting problem. 
All hospita l s are labor intensive, i.e. , they are staffed 

with people, some of whom a re hi ghly paid professional s , a 

good proportion are para-professionals, and a relativel y 

small number minimally trained. 
It has been alreadv s tat ed that in come is derived from 

patients, presuming that all patients pa y their hi ll s as 
soon as they arc discharged. Tn fa ct this doe s n't happen . 



What actually occurs is that some patients pay their bills 
in cash and on time, some pay by way of commerical pre

hospitalization plans such as Blue Cross, Mutual, Aetna 
Travelers, etc. , and some are covered by Medicare and 

Medicaid. Some patients are indigent, they are not covered 

by Medicaid or Medicare, and their bills are then written 

53 

off by the hospital as bad debts. Each hospital has a certain 

amount of money budgeted for charity cases, which i s separate 
from bad debts. 

The hospital 1s not paid according to what they bill 

1n the same way as other transacti ons arc carried out. Mr s. 

Brown enters the hospi tal under a commercial third party 

plan. She is discharged owi ng $3000.00. Her insuranc e 
company will be billed thi s amount. In acuta l fact, howeve r, 

the third party carrier, if c1 major c;1rricr in the communit y , 
will have arranged to deposit with the ho spita l certain 

sums of mone y on a regular basis. This mone y is allocated 

according to th e past history of this insurance company's 

c li ent s ' usuage, average l ength of stay, and the hospital 

prices or rates for room., board, and t ests , etc. . Thus, 

the hospital administration projecting the earnings of the 

hos pital for the future year must take into account the pro 

jected dollar amount plus inflationry factors and the poss

ible rate increases planned by the hospital. Because of the 

system of allocating lump sums to a hospital based on usage 

and past history--this is called P.I.P., provided interim 

payment--the hospi tal cannot raise its r ates arbitrarily. 

In the vast majority of communiti es the Blue Cross-Shie ld 

Plan is the agency responsible for the P.I.P. and negotiate s the 

rat es for mo s t third party payors. Federal reimbursement or 

Medicare and Medica id have vari ed r eimb ur semen t rates that in 

the case of Medicaid arc different in each state. Neverthe l ess , 

th e total earnings for the financia l year can be estimated. This 

estimate is th e money refe rred to in the hospital budget. 



the hospital is talking about in the budget . 

The name for the overall projection of revenue and 

expense is usually the operational or organisational 
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budge t. A hospit a l, for ease in accounting, ass i gn s each 

department a number which is pa rt of a '' c ha rt of acco un t ." 

Each department the n has subaccounts. Budgets are then se t 

up for each number on the chart of accounts or cost centers. 

Nursing depa rtme n ts us ua ll y have the l argest budgets of 

any department in the hosp ita l, therefore a nurse administrator 

must have a knowl edge of budgets and the budget tin g process . 

She must be awa r e of the hospital ' s chart o f account s and ho\\' 
many suhaccount s s he has . She must receive information o f 

th e ac tivity generated for each account number for whjch 

she is r espon sib l e. 

In the past nur sing has frequent l y rC'spond ed t o thC' 

mention of budgets wi th var i at ions of the fo ll ow ing s t::it e mC' n ts . 

" Pat i en t care come s f i r s t \\' i th me . ~I:· j ob i s t o g e t 

th e patient well. Let administratj on wo r ry about t he 

mon ey ." 

" The p a t i en t ' s i n s u r an c e i s p a y ·i n g a n y \" a y . " 

"The hospital can afford it." 

"I didn't go into nursing t o he a bookk eeper.'' 

" I don't understand buclgetl ng and T don't want t o . " 

Und e r standah ly this i s no l onger possible. Standard V 
o f t h e 1973 revis e d Standard s f o r ~urs jng Services of th e 

/\meri c an .uTses As soc iatJon state , ''~tt r sin g Admini s tr ::i ti on 
dC'term j nes the budget necessary to cnrry ou t thC' nt1r s in g c a r e 

pr og r am and ndmjni sters t he approved budget.•· 

GLddelines; 

A. The objectives of n11r s ing care arc utili s ed a s the 

determinants in forecasti ng the nursing s ervic e hudgct . 

B. Nurs ing personnel dj r ectly invo l ved in practice prov ide 

es tima t es o f p r ojec t ed budgctjng needs . 



C. Nursing administration r eviews and analyses r eports of 

i ts financial operation on an ongo ing basi s and shn r c infor 
·mation with nursing s t aff . 

D. The budget is evalua t ed and revised as necessary by the 

nursing administrator on the basis of available resourc es 
d . . . 68 an program pr1or1t1e s ." 

Fulles states "Nursing admini st r ators are finding that 

budgeting has become one of the most i mportant duties . For 

the cos t of nurs ing programs has t o be i ntegra ted into th e 

f inancial structure of the entire health ca r e in s titution. 

Thus, in order to sustain and r evitalise th e ir departments, 

nursi ng leaders must acquire the skills needed to grapp l e 
with sophi sticat ed financial planning.•· 69 

Nurse s mu s t therefore be aware of the fol l owing; 

A. Methods of budget computation , i . e ., traditional, ze ro 
base. 

ss 

B. Contro l and cvalu;-ition of the budget, ( s un se t budgeting ) . 

C. Information systems necessary for th e budge t proce~~ -

D. Types of budgets-cap it al, suppl y , per so nne1 . 
1. Budget Comput a t ion 

Budget computation inc l ude two main methods, t raditional 

and zero bas e . Traditional budge t s are r e latively s i mp l e a nd 

consist of knowing what was spent in prev iou s yea r s , dec i d i ng 

whether or not there would be any major chnnges in th e s pen d

ing, addi ng number s fo r projec t ed i ncrease in expenses and 

totaling. This budget has been r e placed in recent years b y 

the Zero Base Budget. Impetus for this occur ed l arge l y due 

to "the govermen ts i r~s i s tance on budge ts f or revenu e ex pe nses 

and capital i terns fo r all Medicare/~tedicaid partic ipant s ... 7 o 
Trad itiona l budgets did not give e i ther privat e or go ve rnm e n t 

auditors the information needed . 

68 
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Stevens , Barhara, A. N.A. Standa rd s for ~u r s ing Servi ce , 
How do They Measure up?,Journal o f Nur ~ing Admini s tra tion, 
Vol. VI, No. 4, pag e 29 

f-ullc s , Mary, " The Budget", Journal o f \ur si ng Admini s tra tion, 
Vol . VI , No.4, page 36. 
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"Zero base budgeting was introduce d local l y by Texas Instruments 

in 1970 and subsequently adpoted by the Governer of Georgia, 
Jimmy Carter, it has sub sequently been adopted by major 

corporations throughout the country and the worl.d." 7 1 

Ze r o base bud ge t s eliminate accross the board l ayering of 

expenses by pe rcentage increases or decreases . It requires 

a "formal justification to suppor t from base ze ro eac h 

operational activity and f unction; and systema tic a ll y r eviews 

and prioriti ze all departmental decision packages into 

one conso lidat ed r a nking so that or gan i za tional fundin g i s 

de t ermined by priority, and reflects the ne t contriwtion 

and conceptual importance of each activ ity to the t o t a l 
• " 7 2 M • 1 dd d b d • • I en t e rpri se . ost a rt1 c es a r esse t o u ge t 1ng 1n t 1e 

nursing literature are addresse d to the me thod of zero base 

budgeting, as so ar e the standards of both t he Joint 
Commission on Accreditation of Hospital s and the America n 

Nurses As s ociation. Scrutiny of each operat i ona l activ it y anJ 

f unction of th e nursi ng departme nt and the de linea t ion o f goa l s 

and objectives are a r equired function of this pcrfe rred 

budge ting procedure . 

2. Types of Budgets 

A hos pital has three kinds of budget s as a rul e; Cap it a l, 

Pe rsonne l, and Supplies. 

Capita l budge t s are those budge t s whic h project spending 
fo r l arge, substantial non-d isposabl e items of conside r ahle 

value and l ength of use . Included in thi s budget wou l d be a 

bu ilding a ddition, cat scann er, a nd othe r majo r te c hn o logical 

equipment. In some hospita l major O. R. equ ipment a nd new 

furniture for pati ent u se comes unde r thi s budget. Any item 

requiring a major ezpenditurc and a l ong time in which to 

r e cover cos t s i s son s idered a capital i tem. 

70 Whi t t a ke r, A., Ho l mes , S ., Man Hour Rudget in g : A Refi neme nt 
of Managerial Cont rol, Hospi t a l Topics , ,·01. 54, i\o. 1, 
Jan/Feb , 19 76, page 14 . 

71Phyrr, Peter , Ze r o Base Budget ing : \\'here t o use it a nd flow t0 

Begin, S. A. R. E. , Advanced Management Journa l, Summer 19 76 , page 5 , 
quoted in " Ze ro Bnsc Bud ge t s ": A l!os p it a l !\ppli c.i tion, 
Ca l ;1m:1ii, Fr.ink 1; Other s , llosp it ;ll Topic s , \'c1l. S7 . No . 2 r:•~: c 2<, 

72 IB TD 



Personnel budgets are those budgets which project 

the amount of money to be spent on people--employee s of the 
hospital. It includes the actual wages paid, the fringe 
benefits, the federal and s tate taxes, overtime and on-call 

payments. "It is the largest single budget, comprising 60 

to 75 percent of the monies available.,,7 3 Also included in 

this budget are education and tution reimbursement. 
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Supply budgets are for supplies used by departments 

in the performance of their functions and usually are not 

reimbursable by the patient. Supply budgets include paper goods , 

housekeeping and lab supplies as well as x-ray film, O.R. 

sponges, paint and plaster , Supp l y budgets are calculated on 

the projected increases or decrease in patient days if used for 

patient care, on square footage if used i_n bu ilding m,dntenancC' 

or on activity in service departments. 

3 . Information Systems 
Nursing administration in order to de sign a hudgct r cq11ir e s 

an information system. Depending on the ho spi tal size and 

complexity it may be computerised or manual. I nformation 

necessary for the formulation of a capita 1 budget r equires a 

nursing department to have: 

/\. Inventory of a ll equipment owned by nurs ing , 

R. Date of purchase and anticipated life cycle of equipment , 

r.. /\nticipated cost of repair/replacement, 

D. Projected need for new equipment, 

F . An unders tanding of the hospital s definition of what i s a 

capital item and if reve nu e producing, who gets the r evenue. 

Information necessary for the formulation of a supp ly budget 

requires the fo llowing: 
A. Knowledge of all it ems us ed by nur sing that arc not capita l 

expens e items , 

B. Whether or not items arc patient reimbursable items, 

C. What is the usage of items and is the usage level acceptable , 

(e . g., pcnsfor nursin ,I.! stations ) . 

73Durbin, R.L . and Springall, W.H., Org an i sa ti on and Adm in 
istration of llealth Care, St. Louis: The- ~loshy Cop r., 
1974, page 28 
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D. Anticipated changes in supply item s or policie s and 

procedures, .e.g., from alcohol prop sponges to betad ine prep 

sponges. 

Information systems needed to formulat e tl1e personnel budget 

is much more complex due to the size of the budget involved . 

Although the importance of having objectives and goals 

for the nursing department is essential for hoth s uppl y 

and capital budgets, it is vital for the personnel budg et. 

A zero base personne l budgct will require the nursing manager 

to exercise all managerial and organisationa l s kill s by 

utilising the following information as outlined by Port e r

O'Grady : 

•~ - The goals and objectives of the nur s ing department, 

B. The sy stem of nursing care delivery nn<l patient c la ss

ification, 

C. The number of full time eq uivalent s ( i. e . a person work ing 

8 hours per day, 5 dn ys per we e k ), 

D. Classes of nursing personnel (i . e. R.N .' s , L. P . \., etc.), 

f:. Salary benefit program for ench c I ass , 

r. Speciality nursing s e rvice s , 

G. Budgeted positions on master s taffin g plan, 

II. Position control ;ind unit Ass ignments, 

I. Sc heduling pattern for staffing, 

J. Management informati on report i ng , 

I..:. Nursing hours of care by c at egory , 

L. Evaluation of m;inpower control s:·s tem . " 7•1 

In addition distinc ti on must he macle he th·een th e amoun t or 

personnel needed for direct patient care and that needed for 

administrat ion. Also all projec t ed salary in c rea ses and 

benefits mu s t he incorpo rated into the budget. 

74 Porte r-O'Grady, T., Budgeting f o r l\ursin g P.i rt Tl, Supervisor 
Nurse , Vol. 1 0, No . 9, Sep t . 79 , p.:1ge 211 



59 

A large budget for ma ny nurs ing divi sion s i s a d i ff

i cult task for one pe r son; th e r efor , in l in e wi t h f la ttened 
or decentra lised management is the trend to ge t bud ge t 

ma king at the l evel wh e r e it will be utili sed. 

Standards for nur s ing s e rvice indi ca t e tha t those 

pe rsons involved in the phys i ca l ca r e o f the pa ti ent s l1oul d 

have input into the budge ting decis ions . Therefore U each 

he ad nurse is involved i n budg e t mak ing the fo llowing wi l l 
be achieved: 

A. Compliance with n ati on al s t a nda r ds , 

B. Pa rti cipa t ive man agement, 

C. Cont i nuin g ma nagement growth o f he a d nu r ses. 

Swansb urg sugges t s t he fo ll owi ng steps i n wr iting a 
pe r s onne l budge t fo r a nur s i ng unit. 

•~ . Dete rmin e tot a l numhe r of f ul l ti me emp l oyees ne ed ed, 

B. Li s t ench empl oyee f i l1i ng a pos i t i on, the ir ho11 r1 y wage~. 

poss ibl e or plann e d wng0 increases anti /o r i>cnefits , 

C . Des ig h a ca 1 e nd a r f r om f i r s t mo n t h mo n t h t o l a s t mo n th 

of f i sca l yea r, ca l c ulat e pay r oll expense uti li s i ng t he f i gure s 
f rom le tte r R mu] t i ]fl i 'cd by t he number o f \,·o rking cla>' S i n c,ich 

mont h, 

D. Cal cu l a t e s h i ft d if fe r en ta l, overtime nnd hol i d.:iy pci ~· 

based on e ith er pr e di c t ion o r hi s t or ica l d a ta . Com ptro ller 

may be ab le to s upply a per centage f i gu re fr om his t o ri ca l 
da t a , 

E. Calcul a t e c os t of educa tiona l p r og r ams , tra \ el and expens es . 

To tal each monthl y column and ove r all ~"tn l . Tf each unit 

of th e nur s ing depa r tment i s don e in ~h i s mnnn c r a~ agg r ega t e 

t ota l wil l be ac hi e,·ed . Nurs i ng adm ini s trntion, educa ti on 

and oth e r depa rtme nt s not di r ec tl y assoc i at e d Kit h pa ti e nt 

ca r e sh o u 1 <l be ha nd l er I t he s .:i me \,· :l\· , but no t in c l u cl e d j n - ~ . 
pa t ient ca r e t o t al . · · ·' 

75
swan s hurg, R11 sse ll, The :-:11rsi ng R11Jgc t. ~1~1cr\'isor Nur se, 
Vo 1. 9 , No . (i , J u n c 1 () 7 8 , pa g c 4 4 
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4. Control and Evaluation of the Rudgct 

Each cost center in nursing s hould have had a budget 

formu lated which in turn generates some t yp e of information 
which can be analysed. Some analysis can be performed on 

figures obtained by scrutiny of staffing patterns , some by 

figures generated from stores and material management . 

In ana lysing feedback it is necessa ry to note if increases 
or decreases noted in both expenses and revenue s , has delay 

in purchasing capitol items caused a change in quoted pri ces? 

What has happened in the commun ity effecting the lahor market , 

i.e., cost of living, competition for labor amongst neigh

horing hospitals? llavc seasonal fluctuations in cens us and 

staff utilisation of be nefits been gr ea ter than antiripated? 

Many hospital s are no,,· utili s ing the " s unset" form of 

budget auditing . "Tn this process the monitoring componet 

assumes priority . The oh_iective 0r thi s process i s t o 

monitor the effectiveness . the efficiency, :111rJ the cost 
.. { 

related f actors of nny m:rnagemcnt :ictivity.' 'Frequently 

this is done by intern a l nuditors. The us e of ;:in i nt c r n:-i l 

n u r s e au d i tor in 1 a r g e nu rs i n g cl e pa r t m c n t s i s an i de a ,,· h i c h 

s hould be given gre:it thought. 

f ulle s in discussing nur s ing budgets makes the folloh·ing 

s tatement, "nurses often r espond ... by feeling ,i;,uilt y about 

expenditures. They should r ea li se that pati ents are in th e 

hea lth care organisation primarily hecause tl1cy ca nnot pro

\·icle se lf ca re, or require nursing as a s upport scrv1ce , 

relevant to their medi c:, ] regimen Nu r s in g should he 

pe rceived as the m:ij or "earn e r" of th e per diem rate paid 

hy the patient, and, r:ith e r than feeling •: uilty. nursin g 

admini s trators s hould realise that expenditures backed br 

so u n cl bu cl g ct in g ". i J 1 cont r i hut e to h c t t c r p :1 t i en t r ;i r c . ' · 

7 6 Porte r - 0 ' Grady, p:1 gc ~ 9 
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Cost Containment 

A chapter dealing with money in ho s pitals would not be 

complete without a discu ssi on concerning the current 

emphasis on voluntary cost containment. 

In the fall of 1977 the goverment subcommittee on 

health of the Committee on Ways and Means chall e ng ed the 

health care community to cut the rate of acceleration in 

health care costs or ha ve laws passed that would do it f or 

them. The American llo spi taJ Association prepared a fifteen 

point program under the titl e of Voluntary Effort. Ea ch 

locaj chapter had to prepare a plan for compliance of 

member hospitals and all providers of heal th care,physicians, 

insurers, and consumers or face mandatory caps placed on 

them by the Carter Administration. 

The stated goal of the Volunt a r y Effor t was to reduce 

the rate of increases in ho spi tal expenditures by 2% 1n 

1 9 7 8 and again in 1 9 7 9 . The re a cl c r \d l 1 r ca 1 i z e the d i f f -

iculty of th e task while appreciating pre se nt inflation rates. 

The Na tional Steering Committee for Vol untary Effort is made 

up of the chairmen o f the Board o{ Trustees of the Americn n 

Hospital Associa tion, th e American f\ ledica1 Associa tion , 

Ass oci a tion of Health In s ur ance of America, Blue Cro ss, 

and th e presi dent of the l!e.:ilth Indu st r y Manufc1cturers 

Ass oci a tion. 

Of th e fifteen points i n th e program some of th e most 

signi fi cant are: (1 ) Reduction of new capital in vestme nt s 

by hosp i tals; ( 2) i'!o increase in numb e r of heds ;ivai1ah1e; 

(3) Improvement in productivitv by 2%; (4 ) Tight e r 

utili zati on r eview cont rol s i n ho spitals; (S ) Acce l e rat i on 

of trend s towards muJt i ho spital sys t ems and shared se r vices ; 

(6) Improving hea lth deli\ery systems; (7 ) ~laking the 

general public cost conscious re: hea lth care; (8) Raising 

th e cost containme nt consciousness of physi.cian s , med ical 

s tud ents, an<l nursing administration; (9) ~later ia l s J\l ana

gemen t. 

Cost containment 1n capital expenditur es might mean 

cl en i a l o f t he n cw O . R . t ;1 b 1 c t h i s Li s t h u cl i:: c t i n g s e s s i on , 



the hospital only bought one major item thi s yea r and it 

wasn't in nursing, or th e p a rking garage Ka sn't huilt, o r 

al l the olde r beds weren 't replaced with the ncK c l ec t rjc 

ones. 

Reduction in beds or refusal to grant permi ss i on to 

increase the tota] number is now commonplace throughout 

the country, partly through Voluntary Effort, partly through 

the Certificate of Need l egi s l a tion now in effect in 

every state . 

Of the major points rais e d in the cost containment 

issue al] affect nurs ing to some deg r ee but numb e r three will 

proably have the gr eates t impac t. It is a l ways comfo rt ah l e 

to read a sentence which implie s s emeone e l se is go in g to 

have to do s ome thing . llnfortunc1tely, if t he nursing se r v i ce 

is going to become mor e productive, th e n admini s t r at i on 

will have to become doubl y so to hasten thi s occur r enc e ! 

Thi s factor appears to he contributin g g r ea tl y to the ~l oh 

to change nursing administrator's demi s e. 

Summary 

This chapter ha s at t emp t e d t o mak e tl1e nur s in g c1dm i n

istrator awa r e of the factor s invo l ved i n the hudgetin g 

proces s . I t has not provided a c tual budge ts, forms, or 

figures . It is the author ' s con tenti on that c:1ch hos pita l 

develop it s own method of budgeting nnd once th e nur s e i s 

able to conceptualize the budge ting pro cess, and has 

access to the pertinent information and data s he will be 

ab l e to proceed with minimal he lp. l t is recogn i :ed, hoh·eve r, 

that in order to des i_ gn a pe rsonn e l budget i t i ~ ne ce s sary 

to have an indep th understanding of the s taff in g process . 

Thi s will be given in c ha pte r fiv e . 

The fo ll oKing 1s a li s t of question s the r ea de r should 

a s k he r se l f c once rni ng her oKn s ituat i on. 



(1) I f I h ad to do a cap it a l budget s tartin g tomo rrow 

what do I, or any other s in the nur sing office , kn oK .1.bout 

nurs i n g equipment ? What do we need to r ep l ace? 
(2) Do I know in t e r ms of capital it ems what T am r esponsih l e 

fo r ? 
(3) Do I know the current cost of maj o r nur s ing eq u ipme nt? 

(4) Have I access t o catalogs and equipment fil es? 

(5) Do I know what is needed in c.1.c h unit? 
(6) Do I r ece ive information on a r egular basis co nce rning 

how much nouri shments are sent to the nur s ing sta tions. 

I s this b e ing abused by ho spital staff? 
(7) Do T r eceive informat ion concerning stationery and 

s uppl i es sent to nur s ing sta tion s? 

(8) Has an effort been made to conserve al1 supplie s 

throughout the nursing servi ce? 

(9) Who has access to the xerox ? 
( 10) Do I get pay ro11 ana l ysis sheets an d copie s o f over time 

payme nts? 
(11) Do I me et regularly with th e admini s trator and comp -

troll e r to disc uss budgeta r y co ncern s ? 

(12) Do I ge t yea r-to-d a t e s ummary s heet ::=- ? 
Tf t he r eade r answers in the ne ga tive f o r most o f the se 

ques tions, s he ne eds to a5sess the demands being m.1. de of 

he r in her po s ition, an::ily:e the diffi c ul tie s pl nced i n he r 

pa th by f ai lure to have adeq uat e info r mation, an d r eq uest 

tha t the se issues be c l a ri f i ed . There i s . somet imes . ;1 

r el uctance on the part of the hosp itn l :1 dminist r :1t:i on t o 

part with what i s consider ed top m:-inn gemcn t info rmati on. 

If the nur se i s t o be a manager, she mu s t hn,·e th:i s info rm;,-

t ion . Each r e a cl e r w i 1 1 have t o add re s s h c r o ,,· n s i tu a t :i on a n d 

endea vor to become ;is competent as pos sib l e i n t he budge t in g 

process . Trusted competency th en becomes the ent r y point 

into t op mana gement. 



64 

Sugges t ed Readings 

Schm ied , Elsi~, Main t ainin g Cost Effectiveness, 
The Man agement /\ntho1ogy Sc-rie s , ~ursing Resources 
Inc . , 1979 . This book is a new hook inn ne~ seri es 
for nur se administra tors thnt i s devoted to the same 
concepts as thi s aut hor . It should be considered a 
mus t reading item for a ll n ew and old nur si ng adm in 
istrators who are updating tl1eir fina ncial knowledge. 
The conceptual model for the a ntho logy s erie s on 
page xii is a model tha t could se rve fo r the profess-
ion of nursing and a lone is worth the pri ce of the book . 

" Volunt ary Effor t-Cost Containment," Hospit a l s , 
J . A.H. A. , Jul y 1, 1978 , Vol. 52 f\o. 13. Thi s i ssue 
is devot ed to cos t cont ainment and g i ves good over 
view and background information. 

" Cos t Containme nt ," Hospit a ls, J . /\. H. i\ ., May 1, 1979 , 
Vo l. 53, No . 9. Th 1 ; is.:-. ue updates prev i ous year a nd 
shows what hospitals arc doing to cut costs . 

"Ca n Ho spi tals Survi ve Payment Shortf.1l ls?" Stei ne r t . 
J., llospitals , J.A.11.J\., J une 16, l ~l 7 S , \·01. 52, 
No. 1 2 . Thi s ar ticle describes ,·er~· c le:1r l y the 
methods of Medica r e-Medica i d reiml, ursement s anJ some 
of the problems connected with thi s . Tt shou1 ! he 
r equired r eading for nursing stnff. 

"l!e lp- -,vith Annual Budgetary Plannin g ," Joan G l\·n rr en 
Ganong, Help 10.7 , a Management Gu i de, 1976, P. O. 
Box 2727 , Chapel Hill, N.C . 27514. Th i s pa mpl e t i s 
one of the IIFLP series and is al so :, valu,1hlc r e fer
ence and teaching t oo l. Tt in co r po rates h·o rk s hee t s 
and a t ype of programmed lea rnin g fo rma t. 
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CHAPTER FIVE 

In the preceding chapter the subject of budgets was 

discussed. I t could be argued that this chapter should have 

come fi r st. In actual practice one cannot be done wi thout 

a knowledge of the other and be both cost effective and pro

vide safe levels of care at the same time. 

As with budgets, nursing hours have earned themse lve s 
a reputation they don ' t deserve. Nu rsing hours are actually 

simple and non-time consuming if put in proper perspective. 

Staffing on the other hand is a different proposition. The 

subject of staffing 1n a hospital is complex and, for eaiser 

understanding, will be di vided into two parts; the numbe r s 

part, the cold statistics which look efficient and easy to 

achieve when viewed objectively; and the human part, a con

stant source of tension when the numbers arc translated into 

humans with babysitting problems and car trouble. 

How does a nursing administrator find out what nur s in g 

hours are necessary for her organi sa tion ? !low do you 1n 

corporate the numbers of nursing hours p r ojected into the 

budget and how will these figures indicate the actua l numb er 

of persons needed? 

A nursing hour (or manhour ) i s th e amount of time a 

member of the nursing staff will spend prov iding care t o a 

patient in a 24 hour period . The ~ursing hours a r c the 

aggregate of the nume rou s small amount s of time spent per

forming a service for the patient by many different members 

of the nursing staff. How do you find out 1vhat the pat ients 
in each institution nee d ? 

Vaughan and Macleod estimate that "h osp ital s spend 

$15,000,000.00 yearly on nurs e st a ff ing studies. They feel 

that much of this mon ey is s pent r- cinvestin~ th e wheel." 78 

78vaughn, R. G., and Macleod, V., urse St::iffing Studies: ;,(o 
Need to Reinves t th e Wheel, Journal of Nur s ing Administration, 
March 1980, Vol . X, No . 3, page 9 
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Nurses and administrators have, over the past 20 years, 
conducted numerous studies to find how many nurses are 

needed to provide good nursing care within sound· financial 

constraints. These studies are based on classifying patients 

according to the need for care of the pa ti ent. Acuity 
means the acuteness of the patient's needs. A patient in 

the Surgical Intens ive Care Unit following open heart s ur
gery has acute needs . A patient having a se ries . of x-rays 

and otherwise healthy is low on the acuity scale, since he 

is able to perform many functions for himself. Acuity may 

change in the space of two hours, howeve r, if the patient 

undergoes major abdominal surgery. 

Many ho spital associations, hospital chains, and large 

institutions have conducted studies showing the average time 

spent on performing nursi ng functions, e . g . , making a n 

unoccupied bed takes four minute s ; making an occupied bed, 

twelve minut es; pouring one medication, one-half mint1te. 

These studies detailing all nursing procedures were typical 

of th a t institution. For example, the one -hal f minute of 

pouring one medication correctly in XYZ hospital might re

flect their unit dose system. Another ho spi t a l might be using 

a different sys tem . Nevertheless, it can he predicted that 

a patient with certain acute needs i s going t o r equire i n 

twenty-four hours a certain number of nursi ng procedures. 

These procedures will take approximately th e same ti me in 

most hospitals . Add the time spent on the procedures and 

you have a t0tal amount of time tha t someone in nursing 

service will be physically providing a se rvi ce to the pa t-

i ent . Example-Mr. Brown receives in t we nt y- fou r hours 

the following: 

1 bed bath ;:ind shave 25 minutes 
4 changes of bed linen 40 (10x4) 
1 e nema 15 
3 TV's with admix tures 15 ( 5x 3) 
1 IV dressing change 10 
3 wound dressings 4S (l 5x 3) 

12 position changes 60 ( Sx 1 2) 
4 backrubs 12 (3x4) 

12 percus s i on trea tments 60 ( 5x 12) 
1 2 s ucti.oni.ng s 24 (2x l 2) 
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:· ·~ ~ 
6 nasal feedings 60 (6xl0) 
8 intravenous piggyback medications 40 (Sx8) 
2 intravenous push medications 10 (Sx2) 

10 nasal tube medications so (Sxl0) 
12 B/P readings 18 ( l½x1 2) 
12 temperature, pulse, and 

respiration readings 18 (1 !1x l2) 
3 complete nursing ass e ssments 45 (1Sx3 ) 
1 family teaching conference 20 

79 Total 567 minut es " 

567 minutes divided by 60 = 9.45 hours o f nurs ing time 

needed to care for Mr. Brown in direc t hands on contact. 

Add to this the telephefne calls, reports, ord e rs trans

c ribed and this patient will need clos e t o t we lve nur s in g 

hours per d a y i f he r e m:i ins s tab 1 e . I f h i s con d i t ion fl u -

ctuates, he might nee d fifteen nursing hour s . Obv ious ly 

a person this ill will be in a Spec ial Care Unit . 

If 10 patients of this acuity wer e in n l 2 be d un i t yo u 

would need 

15 nursing hour s per 24 hour s per patient, 

10 patient s x 15 = 150 nur s ing hour s pe r 24 hours , 

150 nursing hour s f 8 hour s h i fts (if nurs es a r e 

working 10 hou r or 12 hour s hif ts divide b y t hn t 

number) = 18 . 75 nur ses each 24 hours. 

Since 18 . 75 is not practica l 19 nur s e s a re neede d f or e a c h 

24 hour period divide d into 3 shift s . 

Day shift= 6 nurses and 1 clerk (7 ) 

Evening s hift = 5 nur s e s nnd l c lerk ( 6 ) 

Ni ght s hift= 6 nurses and no c l e rk (6) 

These figures reflect a total of 19 nurs e s pe r 24 hours 

providing 15 nur s ing hours pe r pat i ent . To cal c ul a t e 

nur s in g hours mul tip] y numher o f employees hy 8 hour s and divi de hy 

numb er of patients. 19 x 8 = 15 2 ~ 10 = 15 nur s ing hour s . 

Patient acuity s yst ems rely on a nur s i ng worklo:i d 

79Adapted from "A t\urse Staffing Sus t em Based upon Ass i gn 
ment Difficulty , Narhy , Ron a ld S . and Ot he r s , J ournal o f 
Nursing J\dmini s trntion, i'-!ovembc r 197 7 , \:o1. \ ·11, No. 9 , 
page 5. 
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a teaching hospital and should be doc ument ed. This 

feature is often down played by an adm ini s tration that do es 

not understand the havoc and confus ion, however well intended, 
that can exist on a t eaching f loor. I n a communi t y ho spita l 

where only one physician writes orders and vi si ts once a 
day, this confusion is greatly l essened, thus r equir ing le ss 

clerical and nursing s taff. 

(2) What services are provided? List every area utili zing 

nursing personnel from operating rooms to emergency ro om , 

med/surg to pediatric. Do not mis s out on any area. Describe 

what types of nurs ing personnel are needed , and s tart to 

rough out on paper what is needed . 

(3) What is available in th e a rea ? Are adequa t e training 

facilities in the area , for both advanced and basic health 

care profess ional s? 
(4) What can your ho spital provide? Ana l yze what yo ur 

ho spital can currentl y provide and what appears t o be a 

community need. 

(5) Analyze pati ent acuities. 

(6) Quality Assurance-do aud it s and questionnaires r eflect 

patients and physician sa tifaction with care? Ar c the nur ses 

frustrated in the l eve l of care the y a r c a b l e to provide? 

(7) Goals and Objec tives - an swe r s, facts and figures fr om 

the previous ques tions should enabl e the fo r mulation of 

definite goals and objectives within the overal l philo sop hy 

of care . e . g . A goal might be to change a f unct i ona l trad

itional obstetrics department to a fa mil y centered birthing 

cente r utili z ing nurse midwives wi thin t he next fisca l yea r. 

(8) Training Nee ds- Some hospitals now have training depart

~ent s which meet the n eeds of al l ho spital employees . In 

these departments the nur se e ducators do not r epo rt to the 

nurse administrator. Neverth e l ess , i t is vital t ha t the 

goa ls and philosophies of bot h nursing education and nursin g 

service mesh. When the nurse adm ini s tra t o r de signs the 



budget for nursing education, she has a distinct advantage 

in that she can plan to increase or decrease the size of 
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the department du~ to ~er needs. For instance, XYZ Hospital 

cannot find Critical Care Unit nurses in the community. 

They must train their own. Their one and only instructor 

has spent twenty years teachingrnurse assistants and pro

vides orientation. The Director of Nursing demonstrates the 

advantages of having an experienced clinical instructor 

for not only Critic51 Care Unit but the recovery and emer

gency room also. 
(9) Established Nursing Hours-the nurs in g admi~istrator now 

has a good working knowledge of the nursing service. She 

has identified every unit for which she is re~ponsible and 

averaged th~ patient acuities for tho se units . By using the 

c~nsus prediction methods out lined in Chapter Four she is 

ready to staff the department, unit hy unit . 
Tn order to understand staffjng it is necessary to 

understand an F.T.E. (ft1ll ti.m(' cqui,:alent). J\n r.T.E. 1s 

usually a person working fortv hours a week. i.e .. five 

eight-hour shifts . An F.T.E. mav be made un of several 

nconle . i.e . . eiQht hours eauals two-t enths of an r.T. E. 
(Five R.N.'s working one eight-hour shift each toeethcr 

make one R.N .. r.T. E.). Budgets arc mad e uo utili z ine 

r.T.E.'s. A nursinQ service mav be bud12etcd for 20() r .T.E.'s. 

Two hundred and sixtv-five neonlc mav be on the actual oav

roll due to several neonle combined into one F.T.[. 

An F.T.E. is call ed working (nroductive ) F . T.E . or 

naid but non-workinr (non -nroduc tivc) r.T.E. The w.r.T.E . 

1s the number of F.T.E. ac t uall v at work. The P .F.T .E . 

is the number of oeonle be ine oaid but on s ick. holidav. 
or vacation time whi c h has been earned. Usua llv thes e fring e 

henefits reauire ten to twelve ncrccnt more s taff than the 

actual ne eds of the natients. 
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In order to iusti f v staffin g need s the nur s 1n P admin

istrator needs to devc lon a short narra tive descri binr eac h 

unit and those oeculiariti e s of the unit tha t alte r nurs in P 

needs. 

XYZ HOSPITAL 
NURSING BUDGET PROPOSAL 

Studv of Patient Acuity and Nursin g Hours on A-Wing 

At present we have to allocate extra nurs ing staff to 

work with bedridden patients on the A Wing. Our current 

budget shows an increase of .5 nursing hours for these unit s 

due to lack of bathroom: f acilitie s and nd c qu a t e fl oor space in 

the small rooms . Nur s ing care is hamp e r e d due to l ack o f 

oxygen and suction in wall unit s . The room s are small and 

designed for ambulatory pa tient s . (Built 1947) The hosp i ta l 

s tatistical index s hows that the pa tient s are co ns umi ng mo r e 

ancillary servi ces, i. e ., x-ray , lab, EKG , and EEG even 

though l e ngth of s ta y is decreas ing. Thi s me a ns t hnt th e 

patient s are more acut e ly i ll, r equiring mo r e nursi ng care . 

The pres ent patient a c comodati ons on th e A Wi ng do not a l low 

quality care to be given s afely , econ omica ll y , nn d to pa t-

i ent satification, a s reflect e d by a s harp i nc r ea s e 1n 

complaints recorded in the past fi scal year . 

Pre sent ventilation s ys t ems arc inade qu a t e an <l ve r y o l <l . 

Window air condition e r s do not ad e qu a t e l y cool t he a r ea , 

causing patient di scomfort. Temp eratures in excess o f 80 

degrees are recorded eve ry day during the s umme r mont hs hy 

the engineering department. This r equires f requent spong -

ing of patient s , extra round s with i ce wate r and p rov iding 

othe r comfort measure s. It has a ls o c ontribut ed t o p,1t ien ts ' 

e leva ted temperatur es r equiring mor e nu rs i ng care . 

At present we e s tima t e f rom our va ri ou s stud i e s t hat n 

hi gh percenta ge (2 5~ ) o f nur s in g ti me i s s pe n t wa lk i ng t he 

corridor s to the u t il i ty r oom s obtain i ng supp li es a nd e mpt y 

in g ut en s il s , time that could be bett e r uti li :ed a t t he bc-d 

s ide. A three-month study of pa t ien t ac u i t ic-s r e f) c c t 



a steadily increasing numb e r of pati ents requiring an ex

cess of four nursing hours per day . Due to the A Wing acc-
0modations being les s than desirable from clini c al o r pe r 

s ona l comfo r t reasons, we have a high transfer activity. 
Each transfer, admission, or di scharge takes one nur s ing 

hour . 

Any attempt to modify delive ry of patient care to meet 

new standards is almos t impossible und e r th e de scr ibe d 

conditions. Large "teams" are the only way to provide the 

manpower needed. Lack of audio intercom sys tems also po se 
a manpowe r problem . 

A- Wing-capacity of forty -f ive bed s medical/ s urg i ca l. 

Study shows present occ upancy rate for pa s t three months i s 

70 % (31 . 5), 2835 pati ent days again s t 4050 pos s ihl c p~tient 
days. 

1865 patient days r equired minimum of 3 . 5 nursing hour s 

peT da y . 2185 pati ent da ys r equired minimum of 5. 5 nur s in g 

hour s per day. 

Combined average required using 1\'ARSTLER* scale wa s 

4.5 nursing hours pe r pa ti ent day . 

Due to inadequaci es in ward facilitie s , it is ac tua l l y 

necessa r y to s taff for S.S nursing hours per da y t o provide 

pa ti ent safety . 

Kur si ng budget is predica ted on 70 ~ occu pa ncy or 31 . S pa t 

ients pe r day (32 x 7 =22 4 weekly patient da ys) . 

St a ffing Computati on Sheet 

A Wing 

:\u r s in g hours 
5 . s 

X 
lVt'C'kl V 

Patient - :Jay s 
224 

= 

1232 we ek l y hou r s a r e changed int o r. T . I~. ' s (4 0 hour s = 

F . T . E. by dividing hy 40 = 30 . S F . T. E. ( 31 F . T . E. ) . 

Therefore it i s known that thirty-one ful l time nur se s or 

a mix of part and full time not cxce ~ in g ~1 forty-h our 

workers is allowab le . 

Sec Appendi x 



The preceding formula has provided the number needed for the 

worked hours. If the fringe benefits provided by the hospital 

are computed as a percentage of the time worked, mu l tiply 

the W.F.T . E.'s by the percentage to obtain the P.F.T.E. 's 

or the total number of nurses needed to provide ho l ida ys , 

vacations, etc. 
(10) Establish Budget-the budget is established by deter

mining how many nur sing emp l oyees of the t ota l F.T. E . ' s 

allowed will be ne eded in each cate go ry nnd job description . 

By computing the average hourly sa lary of eacl1 level o f wor ke r, 

and multiply ing by the total number s of hours a ll owed that 

ca tegory, an overall figure can be obtained.* 

A newer method of es tabli s hing a position control, or 

budgeted salary for that position and predicted s alary 

increase for each posi tion enable s a more accura te total 

figure . 

(11) Levels of Care provided ,dthin safe l imit s -have 

ci rcums tances a lte r ed, requiring an increase in patient c are ? 

Does the method of determinJng a c uity need r e vi s in g? Ts the 

method being implemented correctly br nur s in g s t :-i f f o r i s 

the patient being shortchanged? 

(12) Impl ement and Evaluate - impl ementation o f ;:i nur s in g 

budget, position contro l and patient cla ss ificati on sys t em~ 

r equire : 

A. A coordinated well planned effort 

B. Education of p ersonne l concerni ng the s e proc e s s e s . Thi s 

education should involve al l membe r s of the nur s ing 

C. 

* 

servi ce and be designed 

A member of the nursing 

proce ss , and depending 

for each leve l 

staff a s signed 

on the size o f 

of s ophi s ti cation . 

to monitor the 

th e organi : ation 

A hud get o f se ve ral 

millions cannot be handl ed on a part - time has i s . 

a department to h,rnd l e the paperwork. 

Sec Appendix 



D. A method of coordinating the nu11h er, of budge t ed hours 

to the number of pat ients in the ho s pital on a ny g iven 
day 

E. A method of evaluation to s ee i f the nursing pay roll 
reflects the budgeted expenses within the anti c ipated 

variances . 

Staffing - Human Is sue 
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The human side of staffing provid es the administrator 

with di fferent chall e nges . Th e admin is tra tor i s caught be 

tween the need to cut costs and the need to mai nta in mora l e 

and s upport sys t e ms amongst the s taff. 

Very recently a great deal of attention has been pl aced 

on the growing nurse s hortage. Methodologies of s taffing 

a r e academic if the r e i s no nursin g staf f avai labl e . 

A r ecent (1979) Ame rican Hospital Su rvey o f its 6100 

memb e r s hospital s ind ica t ed that "between 90 , 000 and 
Rn . 

100,000 R.N. posJtions arc now vaca nt.'' An exam in at i on 
r: the results of the s urvey indi cate the fol 1owin g r e.:1 sons 

for the shortage . 

Workin g conditions -includi ng s alary , hour s , i-·or k1oad 

and s tress . 

Lack of career mobility. 

Overwork 

Low professional image and r ecognition. 

Barbara Nichol s , the pres ident of the Ameri can Nurses 

Assoc iation is quoted in the same editorial as s aying "The 

employment climate, salaries and job relat ed st r ess must be 

thoroughly examined t o encourage nurs e emp loyment," 81 Sh e 

furt he r sta t es in anot her articl e that "the p rolife r ation of 

speciality unit s is a ma jor f ac t or contributing to st r es se s 

on the nurs ing professi on. At th e s t a rt of 1970 the r e were 

16 ,0 00 cr i tical ca r e beds , a t the end o f the 70 ' s th e r e were 

40 , 000." 82 

80r he Nur s e Shortage - A Na tion a l ni l emmn, Edi t o ri a l, Federa ti on 
of American llospital s Review, April/~lay 80 , Vo l. 13, t-:o .2, Pnge I ~ 

81ANA heads r e vea l s goa l s of Nurses in dc l ivc r y ~ys t cm 

8~TRTD, page 17 
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Barbara Nichols goes on to state that ''\\'e anticipate that 
our political activity will gain momentum in the 1980's. 

In this way we believe that we can make nursing a more 

intergral part of the health delivery system ." 
83 

Anza lone 

writing in the same issue also discusses the impact of the 

temporary nurse agency and the hospital situation. She points 
out that nurses today want to be flexablc. Predicting a 

demand for 800,000 nurses by 1985 she states 

"Clearly, the only way we are going to be able 

to come anywhere n ear the demand is to find 

ways to tap into that huge and difficult to 

measure supply of nurses who arc licensed to 

work but don't choose to do so. And the only 

way we are going to be able to do that is by 

responding creatively, engineering job sit ua

tions where a nurs e can conveniently work pa r t

time and stay up to date in the profession . In 

this way the nurse can be a viable resource 1n 

the community and yet s till have time for 

other demand s and respon sib il it i es in an 

increasingly changing and indcpcndant life 

style." 84 

"Th e huge and difficult to mea s ure supply of 

nurses who are li censed to work but don't" 

identified by Anzalone has been estimated nt 

350 ,0 00 by the Dept. of 11.E.\\' .' s Burc ;:i u of 

Health Professions". 85 

The problem facing nurse administrators in the future 

will he the design o f nursing organi s ation s that will a ll ow 

for the independance and creat i vi t y that the new nurses need. 

83 supplemental Staffing: Trying to help fill the void in 
Nurse Shorta ge, Anza lone , C. I BTD., page 32 

84H.E . W. official says enough nurses available for needs . 
Editorial comment federati on of Americ an llosp ital Rev i eh 
IBID page 13 

ss nnn p:ige 16 



This author sees a conflict that is becoming more marked 

between the rigid constraints of cost containments and the 
demands of nurses for the ability to practice nursing~~ 

preceive it needs to be practiced . A nursing research study 
recently completed provided statistics on subjective a nd 

objective measures of staffing adequacy. The s ummati on 

concluded "that nurses made subjec tive evaluations of staf f-

ing adequcay in relation to patient care based on a complex 
interplay of factors ... these factors we re personality 

motivation, supervision, morale, and the daily mi nor and major 

emergencies. 11 86 The study also showed that nurses t ended to 

give more tranquilizers and pain s hots t o patients when they 

perceived themselves to be short-staffed. When sho rt- s taffed , 

nurses prioritised all physician's orders and provided littl e 

nursing care . This in turn gave ri se t o frustration with their 

inability to function f ull y as nurses . In the actual studies, 

the objective workload analysis an<l s taffin g cont ra sted with tl1e 

subjective perceived adeq ua cy of staffin g hy non-quantifiahl c 

var'iables that appeared unrelated to the original wo rkload . 

Ba l donado states "in a recent s urvey J 7 , 000 nurs es in 

dicated that job staisfaction i s direc tl y related to adequate 

s taffin g , agreeable working hour s , a pleasant enviromcnt , 

supervi sory s upport and a feeling of accompl i s hment. On t he 

other hand job dissatisfaction was attributrd to condition s 

resulting in unsafe practise, communication brcakdo~n an<l 
poor leadership.•• 87 

Communication breakdowns and poor leadership in nurs ing 

has contributed to the flattened organi:ation chart. Tf, hy 

using the flattened, decentrali sed and participat i ve approach 

the budget design, workload :rna l ysis an<l s t aff ing patterns ;:ire 

des i g n e d by th e nu rs c s ho th w o r k i n g ,,· i. t h .1 n d 

86\\'illiams, M. & Murphy, L., Subject ive and Objec ti\·e Me.1 s L11·c . 
of Staffing Adequacy, Journal of ~ursi.ng Adm ini s tration, 
Nov ., ]979, Vol . 9 , ~o . 11, p.1gc 2 0 

87
Baldonado, Ardelina, Makin g Joh Sa tifi ca tion a Realit y 
for t\urses-Supcrvisor Nurse, May 1980, Vol , 11, No , S 
page ~9 
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Appendix One 

Modified Warstler Scale, 

Adapted from, Mary Ellen \farstler, "Cyc lic Work Schedul es 
and a non-nurse Coordinator of Staffi ng , Journa l of Nu r s ing 
Admini s tration, November/December 1973 , Vol. 3, No . 6 , 
page s 45-51. 

CATEGORIES OF NURS I NG CARF. NEEDS OF PATIENTS 

gory 

Inte ns ive 
Ca re 

1-l hour s 
a ~e 1 2 hours 

~fodi fied 
intC'ns i ve 
cc1 re 

S hou r s 
·c1g e 7 . 5 hours 

Tn termcdiate 
ca re 

f, ho ur s 
ra ge 5 . 5 hours 

Min i ma l 
care 

4 hou r s 
·r age 3 . S hours 

Med ica l ~ Surg ica l 
(Adult & Child) 

Pa ti en t 

1. Acutely il l, requires con
s tant or f r e qu ent obse r vation ; 
not necessaril y termin al 
2. Act ivity mu st he ri gidly 
controll ed 
3 . Requires cont inuous or very 
frequ ent treatment 

1. Acu t e lv ill; requires frC' 
quent observation; may or may 
not be a t erminal case 
2 . Limited activity; is depen
dant on o the rs for basic needs 
3. Requires fr equent treatments 

1. Ex treme symptoms have s u b
sided or have not yet appear
ed; usually moderately i ll 
2 . Behavior pattern deviate s 
moderately yet does not re
quire c l ose ohservation 
3. Activi t y must be partia 
lly controll ed ; or requires 
per i odic treatment 

1. Mildly ill o r co nvales
c ent 
2. Act i vi t y is con trolled 
r equir i ng lit tle tre at
ment o r ohservatlon 
~- Needs ve ry little he lp 
with personal hygi e ne 

Psychiat ri c Patient 

1. Acutel y ill ment 
ally and phys i c a ll y 
and r equ irin g con
s ta nt .1tte ntion 
2. Any new patient 
fo r first 24 hours 

1. Receiving T\'s or 
requ iring f rcq u e n t 
observation or treat 
ment s 
2 . ~1otivation i s 
li mited; needs fr e
que n t s upervis i on 
in AOL 

1. Behavior pattern 
deviates moderat e l y 
r equ ires mode r ate 
contro l of act ivity 
2 . Requires on l y pc 
iod ic obs e rvation a 1 

trea t me nt 

l . A,,· a i t i n g d i s c h a r 
or t r ansfer 
'"> Needing onl y s l i 
con trol or little c 
no trc:1tment 
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;elf-care 1. Usually ambulatory; activities 
are not limited; requires a min
imum of observation 

2 hours 

age 1 . 5 hours 

2. In hospital for x-rays and/or 
treatment or physical therapy 

Spec ial 
condition 

Patients having one or more of the following conditions 
shall be classified as above but at one higher step of 
nursing care need. 

1 . Isolation for communicable or infectious disease 
2. Handicap (blind, deaf, dumb, amputee) 
3. Senility, confusion , or general debility of age 
4. Incontinent or semicomatose or paraplegic 
5 . Continuous temperature above 102° or nonstab l e 
blood pressure 

The Warstler *3 Scale which \,·as the fir s t real ;:ittempt t o 

categorize levels of care is still Kidely used , though becoming 

in nee d of updrtting as there is a general trend for more acutel y 
ill patients requiring more nursing hours. This reflect s the s ho r 

tened hospital stay and the increased tisage of tests and proce 

dures in one or two days in s tead of seve ral. 



Append i_x Two 

Calculation of overall nursing budge t for a unit. 

Utilising methods given in body of chapter it is 

de terminded that 35 F ,T.E. 's are ne eded to provide the require d 

number of nursing hours e very 24 hours for a specif i c unit . 

How are these F,T.E.~s to be distributed? An analysis of the 

nursing workload should oe undertaken for days, evenings, and 

nights. Taken into consid eration should be the activity gene r a ted 

by admission, discharge s, transfers , diagnostic t es t s , physi c ia ns 

rounds and ancillary department's reque s ts. In a t er ti a r y care 

hospital the analysis fr equently shows little diffe r e nce in a c ti -

vity between day and evening shifts. Th e r e for e 40 % o f s t a ff on 

days, 40 % on evenings nnd 20 1 on ni ghts . 

40 % of 35 = 14 person s on days number of hours 

40 % of 35 = 14 pe rs ons on evenings number of hour s 

20 % of 35 = _?_person on nughts number of hours 
35 person s 

If your unit had an average of so patient s wi th del i ve r ed 

nursing hours of 5 . 6 you would th en have ade qu a te s t a ffin g , 

35 x 8 = 280 , 280 i SO= 5.6 nur s in g hour s . 

Community ho spital s fr equ ently find th a t the y ca n man ag e wi t h 

l es s staff on th e eve ni ng s hift and ma y c hoo se a 50 %, 30~ , 20 : 

format . 
Finding the cost of one weeks nur s ing s al a r ies , u t il ise 

the position control s heet, enter t he na me and sa lary of e ac h 

emplo yee, allow for any proj ec t e d sa lary inc r e a se nnd t ab ul a t e . 
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