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Chapter One - Administration

This chapter addresses the topic of administration as it pertains to
hospitals and nursing. A definition of administration derived from

Katz is given and an extrapolation is made from his industrial model

to the health care setting. The history of the trend to non medical
administrators is explored utilizing both federal and American Hospital
Association figures and statistics. The impact of Public Law 89-97 on
the hospital is discussed with particular emphasis on the demands made

of the nursing staff to care for the millions of chronically ill enrolled
under this law. Then manner in which these demands have impacted on
nursing administrator in conjunction with the civil rights legislation

of the 60 - 70's is explored in detail.

This chapter also deals with the outcome of increasing administra-

tive skills for nursing - the use of power and the involvement in politics.
In addition the socio-cultural influences shaping the nurses of today are
examined. The type of administrative skill necessary to manage independ-
ant professionals at all levels of growth is noted. In summation this
chapter attempts to define the changes occurring in the past century that
are impacting on the nurse administrator of today. The acute shortage of
train®d nurse administrators is addressed and examined. A base is estab-
lished for the following chapters. This base states that nursing and nurs-
ing administration is in a transitional phase, that nurses in order to sur-
vive must master the skills of administration defined in the opening state-

ments and that power and politics play an integral role.
Chapter Two - Organization
In this chapter the classic organizational models are discussed and

their relationship to the health care field. Organizational charts are

given. These discussions are the background for examining the complexities
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Chapter Two - Organization (continued)

of organizing various levels of autonomous or semi-autonomous professionals
into a functioning whole. The possibilities of having organization within
organizations is examined, and the difficulties inherent in both the size

and complexity of the nursing department, and the size and complexity of

the patient population for which it cares. Future trends in organization-

al structures are discussed, particularly in reference to growing labor
activity in the health care field. Participative and democratic organiza-
tional styles are discussed in detail. Management by objectives as an organ-

izational style is examined with sample objectives written.

Methods of delivery of care, functional team and primary nursing are discussed
as they impact on the organizational model of the nursing department. The
chapter concludes with an examination of the matrix organization. It is
postulated that the matrix shows promise as the organizational model for the
1980 - 90's. The summary for this chapter concludes that the primary respons-
ibility for the nursing administrator is to design a viable organization,

that without this foundation she will not have a department to administer.

Chapter Three - Philosophy, Goal Setting, and Systems Analysis
* .

In this chapter the definition, scope and purpose of a philosophy is discussed.
Values as a prerequisite of philosophy writing is examined. The importance

of philosophy as the foundation of a nursing service is postulated. Sample

philosophies are given.

Goal setting as a derivative of a working philoscphy is examined. Analysis,
problem definition and problem solving as part of the goal setting is defined.
Management by Objectives is introduced, as so is the concept of organizational
change occurring as the natural outcome of managing by objectives. Examples

of data analysis and goal setting for specific areas of the hospital are given



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

This introduction to goal setting and problem analysis is then incorporated
into a discussion of systems analysis. Theories of Kast and Rosenweig are
utilized in this segment. Adaptation of the systems theory to nursing by

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

is given.

In summary this chapter has dealt with the premise that all parts of manage-
ment and supervision, goals, philosophy and problem solving are inter related
and flow from a value system. This chapter has also demonstrated that long
range planning is essential, is a systematic method of affecting change and
is an invaluable tool for the nursing service administrator. This chapter
concludes with some exercises for the student to perform that will reinforce

the concepts taught.

Chapter Four = Budgets and Cost Containment

This chapter examines the financial base of the hospital, the methods of
obtaining money and the types of budgets to account for the money spent. The
role uf.pursing administration in the budgetary process is delineated and
emphasis is placed on the need for further involvement in the future. Budget
terms are defined and both traditional and Zero Base budgets are examined.
Informational systems necessary to nursing administration are discussed partic-—
ularly in relation to capitol, supply and personnel budgets. The need to place
budgetary control with lower levels of management is emphasized as a form of
participative management. Control and evaluation of the budget is discussed
and the idea of a nurse internal auditor utilizing a "Sunset Budget'" is dis-
cussed. The chapter concludes with a section devoted to the government's

cost containment emphasis and the fifteen points raised by the government. The

main items were identified and discussed.

In summary the chapter has attempted to provide a broad overview of the
budgeting process and concludes with a list of questions the student should

find useful for assessment of her own situation.



Chapter Five - Staffing

In this chapter both the mechanics of staffing and the human side of staffing

~ are addressed. Under mechanics of staffing, the system of classifying patients

" according to the acuteness of their needs is explained in detail. The formulas

for determing hours of nursing care per patient are given. A flow chart depict-
ing the systems approach to the staffing concept is given with interpretatfons.
A sample nursing budget proposal demonstrating patient acuity and nursing hours

is written.

Under staffing — the human side, an analysis of the present situation of labor
unrest in nursing is undertaken. Using recently published statistics from both
hospital associations and the federal government, an attempt is made to define
some major problems resulting in massive turnover, personnel problems and
nursing "'drop out". The "burn out" syndrome is identified and discussed, and
some alternatives offered. The appendix attached to this chapter demonstrates

a modified Warstler Scale for Acuity classification and a position control from.

These five chapters represent 40%Z of a text book. Subsequent chapters would

include the following subjects.

1) Policies and Procedures
.
2) Dual Career Ladders within a nursing department, provision for specialization.

3) Job Descriptions and Performance Review

4) Nurse - Physician relationships - dealing with other professionals and
para professionalism.

| 5) Quality Assurance in Nursing

r 6) Nursing administration and health planning at local, regional and national

levels.
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REFACE
My motivation for writing this book stems from conversa-
£ions with many nurses; all of whom reflect in greater
r

or lesser degree their frustration and stress in ccping

with the role of nursing administrator. Current pressures
whether social medi or federal have placed constraints

1
and challenges on health care systems umheard of a decade

i
o
0

az0o. Hursing service is frequently the focus of many of

tnese constraints and pressures as it is the largesi pro-
vider of health care in the hospital. It 3

rm

5 hoped that
this book will provide an understanding and a base of
knowledge for the estimated 25 of new administrators who
yearly enter the field of nursing administration.®* Many
of the ldeas expressed in this book are the author's own,
pased on experience and dizlogue with fellow nurses. If
inadvertently, credit for concepts has not veen given it
is due to the Author's inability to correctly remember all

sources of ideas and thpughis,

........ i
.. American 3ociety for Nursing Service Aduin
Chicaso, Illinois March 1960 ». 2

*1977 Survey of Hursing Service Adninistrators in Hospits
N
& [ I'
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In order to write a book concerned with aursing
@dministration it is necessary to start with a definition
©f an a

1
d .from Xatz's analysis of
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1s. An cdministrator is one wh

&ctivities of other persons, and (b) undertal:
responsibilily for achieving certain obje ugh

these efforts. Iile also identifies three basic glkills -

technical human and conceptual - which he states are not

necessarily inborn but can be developed. Technical skill
implies an underctanding of, and proficioncy 1y @ Specific

#ind of activity, varticularly one inv olving methods,

eXecutive's avility to work effectively as a zroup nenmber
and to build cooperative effort within the team he leads.

fonceptual skill, according %o natz, involves the ability
e e

U0 seée the enterprise as = whole; it includes recognizin
fiow the various functions of the orsanizatic 1 depend on

one another and how chanzes in any one part affect all
the others and it extends %o vigualizing the relation=-
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community, and the political, social an
Of the nation as & whole.l
Although Katz was referring to the industria nodel,
his remarks could easily be applied to that of the nosp=
ital. The hospital administrator needs Strong technical
1113 in budgeting, accounting, and progran planning,
Auman skills in dealing with a labor intensive institution,
d adapting to the

rapld changes occurring in the health care field.

In the last thirty-five years hospital administrators

have emerged as a separate and distinct mana sement pro-

fession. Prior to the end of World War II wmost administrators
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1
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T

tive Admintstrator
75 pp.19-30.
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Bere vhysicians in traditional hospital settings. The
Papid increase in tecnnology, information, and clinical
gxpertice changed the hospital as an institution and
brougnht into veing the non-paysician administrator.

At the same tine (1946), that the new breed of
Boepital administrators was first managing and influencing
major hospitals on a wide scale, federal money through
the Hill~-Burton Act (Hospital Suvey and Construction Pro-
gran 1946) was freely available for building of new
gacilities and expansion of old. Trequently, the measure
©f success of an administrator was the amount of building
in process. OStatistics show that by 1967 a net increase
P 12 per capital ce in the ailability and use of

Hospital facilities toolk place. The nood of the 50tz

G
and early 00's in the health care field was one of ex~

P . Lif gt T T e ¥ e i S B ~orad 4
pansion and optitisn. Sudburdban hospitals were veing
> 7 - A oy ey A= o =y . T T LR e N - 1 . A P
puilt to matech the influx of young »oople in new housing

gevelopments flecin” from tlhe
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Medicgl tecinology was oclso expasding, allowing physi-
= . o T4 - -] v A N s N 1 i, T i iy .s
gians seeldiagz alternate career paths to branch into many

¥ - 4 ot L S moelvnd A et ey - 5
new, nedical areas and Lo ignore administratio

<

physician administrators found that the bullk of their
manasement enerfies was eXpended on physical plants
medical staff, and acquiring medical technol
gervice, other than to staff the new hospitals and units,
was left alone.

L]

In the ©0's the trend towards experienced qualified

n
non=paysician hospital adninistrators was firuly established
with approxinately 17,000 non=physician administrators
reported for 7,100 hospitals by 1971.

University courses and internships for hospital admin-~
istrators were becoming commonplace, and an academic

&

1 Association: Hospital Services
4.t
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wtes, Journal of the imerican Medical
3~1l6 1952,
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Medicaid.

Bscipline of

g stcadxlx increasing figure,
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Health Care Adnministration

-

rican College of Hospital Admini report

lembers holdiwg a Masters degree or adbove in 1978,

In 1967 the association of

Prozrams in Health Administration (AUPHA) reported
programs in Health Administration in the U.S.4A.

By 1976 the nunber was 4?.“

ATt the same time that these changes were occuring in
Mospital administration, a change in the federal proacn to
flealth care was ¢ rolving. This change would have a profount

¢|~“ L

r;ing adamninistration as the full impact of the

lavis, guidelines, rules and regulations becane
aange was aw known as Public Law 89~97 Medicare
t the time the law was passed, Wilbur J. Cohen,

knen Secretary for Health Zducation and Welfare and princi
@utnor of the bill, stated that the law was a cleeper.”
gleeper it turned out %o be indeed. Intended to be 2 stoppap
@easure prior to liational lealth Insurance under Pregident
JO'I,-I son 9 4 ¢ 1 - 0 Y r 4-1-’“ - 1t o vy Al T T 1y ¥ ol .
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gitents., “H,.5.%. cheerfully estimated c¢ ot of 5250 million
f .-1 ﬂ/_n . 4 - ~ : 4 L by — - .
or LY00; Iin actual fact the cost was 32.27 billion for that
year,n®

The design of the program was intended to move the poor
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ing maxiaun use of the new facilities planned and funded
ehe Hill<Surton Act. "It was estinated by the plants

Ehthors tnat a very small percentage of America population

Bbuld be covered since most Americans,

Foiered already by cone form of private insurance. In actual
#act some 10 nillion people entered the American Health care

BYstem i1n a croud."? This group of poor citizens who bvecauc

c
eligible in 1965 under the program were not in the best of
health. "In areas such as dental care, eye care, and chronic
illness these people were probably more in nee c than
Beople who had access to health care all along. Inpatient

es o

Hospital care was then is now the single larg

i
o)
.

component of lledica
This influx of chronically and ccutely ill patients into
Hospitals produced a challenge for nursing service in the
following naanner.

1) It increased the demand for nursoes
- st o e = R L (N T o 115 T e e o TR e e
it Focuged nurgin Y search on the heslth aceds of minorit: 3

and clironically 111 yoor
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tion in the late CO's and early 70's was the social changes

"ursing hac traditionally been a semi-nrofession suffering
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r profesgional service."” flursing students of the late 50's
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2 O's denoinctrated a desire for role definition.  Y"The old

Ibid. p. 53,
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Medicaid: \ Garden Scon witn Dragontse Teeth. E. Friedman,
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Balues,; the traditional wviews of nuresing, no longer received
mich attention in the literature, in the classroom or in the
practice of nursing... lNursing leadersnip styles were questioned
s being relevant to the needs of the nurse worhcrs.‘1 The

dntroduction of ele

Ehe average hospital reguired many new slzills afthe nurses.

e nurse gpecialist became a reality as also did the nursc
practitioner. The nanagement of hipghly trained and much in
P E

gemand nurse specialists also posed challenges for nursing

nt article in U.5. 1

-y

agministration. A rec e and Vorld Report

-3
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Q ©

gtatec “"nurse practitioners are a new breed in an old profession
in the process of transition; the most important trend in
X

Bursing 1s being indevendent.?
The third

factor contributing to the change ocecurring in
tion is also a spin-off from BP.L. 89-97, the
5]

integcration int

the aursing work of aundreds of marginal
mployees. These enployees were persons from low income rroups
gffected by the following legislation.

1) The Area Redevelopnent Act of 196

2) The Manpower Dcvolopuont and Training Xct of 1962 {(as amended)
3) The Vocational Zducation Act of 19635 (as anended)

3 The Equal Opportunity Act of 1964 (as amended)

Vocational Rehabilitation Act of 1

6) The 1967 amendments to the Social Security Act

legiclation was an attempt to correct the imbdalance

existing betivreen worker trait requirement demands of public and

a t

=1 - ~ 4 e 4 g - -1 +3
brivate organizations and the
2
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worlk force. A nogplitals vecdne the

e unenployed
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reimbursement; they were also required to »arti

of money from the Coverament in t he form of lledi
&
programs such as those listed above. Frequently participation
in these programs reguired nursing administration to expand
their inservice departments as not only occ&put onal job skill
training was given bdbut also remedial training in the three R's.

Y
“Humanistic Leadership in a Pragmatic Age. 8. Fuller.
Hursing Outlook. Dec. 1979. Vol 27. pp. 771-

i, =

75U.5. ilews & World Report. Jmlh, 1980. p. 59.
“bunn J.D., ;LCQ YIS Il Hfanatement of Personnal. HeGraw=ii
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Profea“ sal Organizations for Nursins Servicc cninistrators
Anerican 3ociety for Nursing Service Aduwinistrators of
the American Hospital Association
840 North Lake Shore Drive, Chicajfo, Illinois

Telephone: 312-280-6410

Amer Iurue' Association*

2L20 “oau, Kansas City, iissouri €L10C
S5tate Orpanization of ANA

#*Due to indefinite status of ANl ac a collective
‘ar;oining agent and the managenent role of ANl
nenbers, come hospitals prefer not having nursing

sorvice administrators enrolled in AllA.
National League for Nursing = A,A, Al
10 Columbus L ircle
New Yorlz, llew Yorlz 10019

American iManase
135 West 50th S

New York, New ¥

o

Adminisctrative Management Society
Willow Grove, Pennsylvania 19090

Journals for the Nursing Administrator

Journal of Nursins fAdministration
Box 5-73, 12 Lakeside Pariz, Walkefield, Massachusetts 01oc0O

Nursing Digest, & quarterly magazine pudlished by
Contemporary Publications
12 Lakeside Parl:, Wakefield, Hassachusettis H16.0

& o - T e oy R i, P B e TheeheE 5 il
Hosvpitals = Journal of the jmerican jlospital JAssociation
) = T ot oo A oy ey o TR s O Y B e

G40 lerth Leke Shore Drive, Chlcago, Lllinois (€ 511

Hospital Tepics
2607 Bond Place, Sarasota, Florida 33032

Supervisor ifurse
2754 Glenway, Cincinnati, QOhio

1cricnn Jov“::l of Hursing

,)5 lest 57th Street, New York, Ilew Yorlk 10019

T
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T.0. Box 411, Vestwood, !

-
i

ew Jerse

Nursing 79

132 Welsh Road, Horsham, Pennsylvenic 19044




uerected Reading

The Nurse As Executive, B. Stevens, Contemporary
Publisning, Inc., Hassachusetts, 1975.

4

Hur31:“ deLnﬂs; ation Ln the Hospital Health Care
Jte“, B. Alexander Mosby, St. Louis, 1972, canaplers

onc through four.
This booit is an excellent text booi: for
shelf of the nurse administrator. The {i
chapters deal with the histery of hospital nursiwg
and pro;c:sao“ul organizations. Chapters three an
four deal with the need for betier nursing care and
the role of nursing researci

-li_‘ CI‘

"How to Become a VWitca", Lorraine A. Thomas,"lNursing
outlookh, January 1974, Vol. 22, lo. Z, p. 40.

This article sub=titled "‘vcr;thinf you always wanted
to know about nursing service administration but were
afraid to asli" should be read weeltly for the f_rab

-

year of your life as a director of nursing service.
It will provide you with the necessary courage and
conviction to pursue your cource.




Chavter Two

grﬁanization

What is an organization? An organization is defined by
punn & Stephens as "being made up of two basic components: parts
and relations. These parts are integrated so that their relation
to one another is intended to be governed by the relation to ihe
objectives of the whole."™~

In a hospital, individual nursing enployees are related
by botn their siztill levels and their objectives. The objectives
of providing safe, humane, and theraputic nursing care to
patients can be achieved Ly organizing the various levels of
care providers in the most effective manner. TFor example,
specific areas such as operating roomnc and intensive care units
require spvecific types of nurses and oizill levels which nay bde

quite different and yet are related by their comrun nursing vacli=
ground. Although guite éifferent both uanits suvscrive to the

overall objective of the nursing service department: safe,
humane and theraputic nursing care.

Bach of a nursing service department's units are designed

4

™

o
for the particular needs of the patient using them. Thae skills
cf the nurse, conmbined with her educational baciground, i.e.
R.N., L.P.H., must be matched to necas of the patient. How this

4 e - 4 ~ -~ 1 1y
is done is the vasis for the nursing organization chart. A

.l.

4 - - - -~ <~ 3 iy e st 2 -~y 3 +
nursing organization chart is a schenatic renresentation of t
Lot T L IR P EREs, - 2 L - a4 oy i

entire nursing service. 3Because of the large size of ncst
3

departments of nuras:ng, it is vpossible to have OP.TmliZQtiOE wit
& 3 =
.1

organization. For example, the hospita

3 g S § P -
or;anization may bve

(

H]
representec dy one st;l of structure - the nursing service by
Irs

another and yet the m > service iz still part of the cverall

‘3

organizational chart.

= - — s
“Bﬁunn, J., and Stephens, Z. HMHManagj

sement of Personnell.
HeGraw=Hill Bookx Company of St. Louis, 1972, p. 4.




The Joint Counitize on Accrecditation of Hospitals, in
Beis cection devoted Lo murging, is placing increasecd onphasicz

e 2. o con 1 R R | o % | ‘e
B the developmont of organizational styles that allow for

participation by stafl nurses in decislon uaiing in nursing.”™’
01 the hospital desiring accrodization, administration

Will expect the nurcing service to neet these standards.
Consecuently the nursing service dircctor may de desi:
8 structurc that is different from the overall hospital ot
gnother factor to be considered, ic the growing teadency t

Yecognize that the size and diversity of tihe nursing cepartiment
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e supervisor's title are changed to "Assistant Director's." These
Directors are viewed as middle management
level management.

Assistar

and the Director as top
The official title of the Director of Marsing becomes

Ii
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otandards, ovcs
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ZAlexander y e Wurcing Adninistration in the
T < gy e gy { T .2 % - 3 0
lealth vare Synton. C.V.lioohy, O, Louis, 1972; pe 1
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Jonrannl of NursTn ministeation, Jnn., 1970, Vol T /1, p. 32.
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Fipar
Example of part of a nursing service organizai onal chart using the hierarchical method

DIRECTOR OF NURSING SERVICES

I Secretary

I pep—_

ASSOCIATE DIRECTOR OF NURSING SERVICES

A ) serotary
Pt e | e S 2, i i e
Asst. Dir. of Asst. Dir. of Asst. Dir. of Asst. Dir. of
Nursing Service Nursing Service Nursing Service Nursing Service
OR/Rec. Med/Surg Spec. Units [~~~ 7] Education & Staff
Development
T ey ATl ST
! Day, Eve., Night bay, Eve, Night Quality
OR Supervisor Supervisors Supervisors | Assurance
1 1
Secretary 2 llead Wurse Heau Hurse
: I X
H.N. H.N. Chge. Nurse
| Rec. Room Surgery i
RN's
RN's Ri's ,
LPN's
Aides
Work |
Room ll}nit Clerk[
Techs.
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In nursing services the heirarchical chart clearly
hows the level of skills of the nurses, the aide being at
the bottom and the director at the top. An cxample of this
55 given in Figure 1. Due to the number of positions under
her command the director may never be able to communicate
personally with large numbers of her staff. In this model
delineation of authority tends to be sharply defined and power
tends to be concentrated at the top of the pyramid. Commun-
jcation is usually poor, the design facilitating downward
channels but inhibiting upward channels for feedback. Due to the
distance between the top and bottom of the pyvramid what commun-
jcation does take place tends to be subject to distortion.

The heirarchial model appeared to work relatively well when
there was little need to change and therefore communication needs
were less. As long as the workers at the bottom of the heirarchy
felt that their supervisors were protecting their best intrests;
and that this structure was not only necessary, but provided security
both in role definition and job tenurc, the workers appeared content.

One major drawback with the heirarchical model was the frequent
lack of grievance procedures. Grievance procedures became important
concerns of the hospital employees, particularly in the 60's and
70's. As the social and medical changes outlined in chapter onc
impacted on the hospitals, frustrations and concerns erupted.
Without a channel for communicating these concerns. a great deal
of unrest was created.

At the same time (60's) the new breed of "worker was emerging.
These workers demanded good pay, sensitive bosses, meaningful
work and satisfying carcers," 54 said a national news maga:zine.
David Ewing of Harvard Business School was quoted in this article
as asking why workers should leave their constitutional rights on
the doorstep when they go to work. Workers were quoted as
stating they wished to be trecated as a person rather than a number,
they wished to be listened to.

ja“Now Breed of Workers'", U.S. News § World Report, Sept.
5, 1979, page 35
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Figure ;4 can also be ghoval 28 @ cybernetic model
see Figure .-5.
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CHAPTER FOUR

Budgets

What is a budget? Swanburg says that "A budget is an
operational management plan, stated in income and expense
terms, covering all phases of activity for a future division
of time. In the department of nursing it sets the limits
of finanical support, therby controlling the extent and
quality of nursing programs. The budget will determine the
number and kinds of all personal, material and money resources
available to the care for patients and to achieve the stated
nursing objectives...lt is a finanicial statement of policy.ﬁﬁ

Guntley says the most essential factor in developing
"a succesful budgeting philosophy is that all members of
the organisation understand that the budget is a plan of
operations for the organisation for a particular period in
the 1'utm"r_‘.'{“1 Guntley helieves that it is not possible to
devise a successful budget for a hospital without guidelines,
issued by the board and written established goals. le
‘provides the following sample guidelines:

"To give competent, personalized compassionate care to
our patients without respect to race, color, creed, social
status or ability to pay and have the good of our patients
as the primary consideration in any decision making."hs

This philosophy then provides administration with clear
but broad guidelines. Guntley feels that a philosophy of
an organisation is the "umbrella underwhich a budget may

be do\'olopcd."66

3Swanshurg, Russell, The Nursing Budget, Supervisor Nurse
Vol. 9, No.6, June 1978, page 40.

ﬁdﬂuntley. Gregory, You Can't Have a Good Rudget Without a

Budget Philosophy in Financial Management of Health Care,
Facilities Ed. by William 0. Cleverley, Aspen Systems Corp.,
Maryland, 1976, page 140,
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g In most hospitals the administrator and the comptroller
work jointly on the preparation of the data and guidelines
which will be provided to the various department heads.
Included 1in this data should be administrative projections,
goals and objectives for the coming fiscal year. The
comptroller will project income and expenses for the same
period. An example of some projections might include new
patient care areas, ncw diagnostic services or remodelling
of existing facilities. Administration and the comptroller
also decide the type of budget, the definition of various
items in a budget and the format to be used. Once all of

this information is assembled it is ready to be given to

department heads for discussion, planning, formalising and

implementation. The data to be given includes the following,

projected daily census - this is the number of patients in
the hospital on a given date multipled by 365 = total
census or patient days for the coming financial vear. In

order to do this one needs to take into account seasonal
swings in average daily census (historically low at holidavs
and summer months), projected increase or decrease in avail-
able beds, increase or decrease in services and equipment
offered, and anticipated increase or decrcasc of admitting
physicians.

Once it is known approximately how many patient davs
are anticipated multiplication of patient dayvs by anticipated
room rates provide the largest figure of operating revenue.
Other sources of operating revenue come from '"educational
program tuition, cafeteria sales, rental of hospital space
to others, T.V. and other equipment rentals, income derived
from operation of concessions, medical recor' (ranscript
sales and other non patient related items .07 Non-opcrnting
revenue comes from donated services and commodities and
philanthropy.

67W00d, Jack, Operating Revenues, Topico in Health Care

Financing Fall 1974, Aspen Systems Corp., Marvland, page 82
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1t should be understood that more 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

C:5:5. All other patient care areas

Diagnostic testing lakoratories that are disease specific,

i.e., Cardiopulmonary - Neurology - Oncology

Non-Income Producing Departments

Housekeeping Medical Executive Offices
Maintenance Training and Development
Transportation Services Printing Department

Business Office Grounds

Medical Records Laundry

Dietary Utilization & Quality Assurance
Food Service Infection Control

Public Relations Emplovee Health

Administration Personnel

Security Enginecering

Clerical Services Communication (telephone, mailroor

The need of the non-income producing department to be
paid for by the income producing departments 1is the crux
of the budgeting problem.

A1l hospitals are labor intensive, i.e., they are staffed
with people, some of whom are highly paid professionals, a
good proportion are para-professionals, and a relatively
small number minimally trained.

It has been already stated that income is derived from

patients, presuming that all patients pay their bills as

soon as they arc discharged. In fact this doesn'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
off by the hospital as bad debts. Each hospital has a certain
amount of money budgeted for charity cases, which is separate
from bad debts.

The hospital is not paid according to what they bill
in the same way as other transactions are carried out. Mrs.
Brown enters the hospital under a commercial third party
plan. She is discharged owing $3000.00. Her insurance
company will be billed this amount. In acutal fact, however,
the third party carrier, if a major carrier in the community,
will have arranged to deposit with the hospital certain
sums of money on a regular basis. This money is allocated
according to the past history of this insurance company's
clients' usuage, average length of stay, and the hospital
prices or rates for room., board, and tests, etc.. Thus,
the hospital administration projecting the earnings of the
hospital 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 hospital cannot raise its rates arbitrarily.
In the vast majority of communities the Blue Cross-Shield
Plan is the agency responsible for the P.I.P. and negotiates the
rates for most third party payors. Federal reimbursement or
Medicare and Medicaid have varied reimbursement rates that in
the case of Medicaid are different in each state. Nevertheless,
the total carnings for the financial year can be estimated. This

estimate is the money referred to in the hospital budget.
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the hospital is talking about in the budget.

The name for the overall projection of revenue and
expense is usually the operational or organisational
budget. A hospital, for ease in accounting, assigns cach
department a number which is part of a '"chart of account."
Fach department then has subaccounts. Budgets are then set
up for each number on the chart of accounts or cost centers.

Nursing departments usually have the largest budgets of

any department in the hospital, therefore a nurse administrator
must have a knowledge of budgets and the budgetting process.
She must be aware of the hospital's chart of accounts and how
many subaccounts she has. She must reccive information of
the activity generated for cach account number for which
she is responsible.

In the past nursing has frequently responded to the
mention of budgets with variations of the following statements,

"Patient care comes first with me. My job is to get

the patient well. Let administration worry about the

money."

"The patient's insurance is paving anvway."

"The hospital can afford it."

"I didn't go into nursing to be a bookkeeper."

"I don't understand budgeting and T don't want to."
Understandably this is no longer possible. Standard V
of the 1973 revised Standards for Nursing Services of the
American Nurses Association state, "Nursing Administration
determines the budget necessary to carry out the nursing care
program and administers the approved budget.”
Guidelines;
A. The objectives of nursing care are utilised as the
determinants in forecasting the nursing service budget.
B. Nursing personnel directly involved in practice provide
estimates of projected budgeting nceds.

|
_
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Nursing administration reviews and analyses reports of

s financial operation on an ongoing basis and share infor-

‘mation with nursing staff.

D.

The budget is evaluated and revised as necessary by the

nursing administrator on the basis of available resources

an

d program prioritios.”68

Fulles states '"Nursing administrators are finding that

budgeting has become one of the most important duties. For

th
fi

e cost of nursing programs has to be integrated into the

nancial structure of the entire health care institution.

Thus, in order to sustain and revitalise their departments,

nursing leaders must acquire the skills needed to grapple

wi

: § 5 . s 9
th sophisticated financial planning." s

Nurses must therefore be aware of the following;

A. Methods of budget computation, i.e., traditional, zero
base.
B. Control and evaluation of the budget, (sunset budgeting).
C. Information systems necessary for the budget process.
D. Types of budgets-capital, supply, personnel.
1. Budget Computation

Budget computation include two main methods, traditional
and zero base. Traditional budgets are relatively simple and

co
wh
in
to
th
to
an

nsist of knowing what was spent in previous vears, deciding
ether or not there would be any major changes in the spend-

g, adding numbers for projected increase in expenses and
taling. This budget has been replaced in recent yvears by

e Zero Base Budget. Impetus for this occured largely due
""the goverments insistance on budgets for revenue expenses

d capital items for all Medicare/Medicaid participants."7U

Traditional budgets did not give either private or government

auditors the information needed.

8Stevens, Barbara, A,N.A. Standards for Nursing Service,

69

How do They Measure up?,Journal of Nursing Administration,
Vol. VI, No. 4, page 29

Fulles, Mary, "The Budget'", Journal of Nursing Administration,
Vol.VI, No.4, page 36,
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"Zero base budgeting was introduced locally by Texas Instruments
in 1970 and subsequently adpoted by the Governer of Georgia,
Jimmy Carter, it has subsequently been adopted by major
corporations throughout the country and the worl!:l."?1
Zero base budgets eliminate accross the board layering of
expenses by percentage increases or decreases. It requires

a "formal justification to support from base zero each
operational activity and function; and systematically reviews
and prioritize all departmental decision packages into

one consolidated ranking so that organizational funding is
determined by priority, and reflects the net contridution

and conceptual importance of each activity to the total

. 72
enterprise.”

Most articles addressed to budgeting in the
nursing literature are addressed to the method of zero base
budgeting, as so are the standards of both the Joint

Commission on Accreditation of Hospitals and the American
Nurses Association. Scrutiny of cach operational activity and
function of the nursing department and the delineation of goals
and objectives are a required function of this perferred
budgeting procedure.

2. Types of Budgets

A hospital has three kinds of budgets as a rule; Capital,
Personnel, and Supplies.
Capital budgets are those budgets which project spending

for large, substantial non-disposable items of considerable
value and length of use. Included in this budget would be a
building addition, cat scanner, and other major technological
equipment. In some hospital major O.R. equipment and new
furniture for patient use comes under this budget. Any item
requiring a major ezpenditure and a long time in which to

recover costs is sonsidered a capital item.

f”Whittakor, A., Holmes, S., Man Hour Rudgeting: A Refinement
of Managerial Control, Hospital Topics, Vol. 54, No. 1,
Jan/Feb, 1976, page 14,

?lPhyrr, Peter, Zero Base Budgeting: Where to use it and How to
Begin, S.A.R.E., Advanced Management Journal, Summer 1976, page 5,
quoted in "Zero Base Budgets'": A Hospital Application,

Calamaii, Frank § Others, llospital Topics, Vol. 57, No. 2 page 20
IBID

__’
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Personnel budgets are those budgets which project
the amount of money to be spent on people--employees of the
hospital. It includes the actual wages paid, the fringe

benefits, the federal and state taxes, overtime and on-call
payments. "It is the largest single budget, comprising 60
to 75 percent of the monies available.”73 Also included in
this budget are education and tution reimbursement.

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, Supply budgets are calculated on

the projected increases or decrease in patient days if used for
patient care, on square footage if used in building maintenance
or on activity in service departments.

3. Information Systems

Nursing administration in order to design a budget requires
an information system. Depending on the hospital size and
complexity it may be computerised or manual. Information
necessary for the formu lation of a capital budget requires a
nursing department to have:

A. Inventory of all equipment owned by nursing,

B. Date of purchase and anticipated life cycle of equipment,
(. Anticipated cost of repair/replacement,

D. Projected need for new equipment,

E. An understanding of the hospitals defin ition of what is a
capital item and if revenue producing, who gets the revenue.
Information necessary for the formulation of a supply budget
requires the following:

A. Knowledge of all items used by nursing that are not capital
expense items,

B. Whether or not items are patient reimbursable items,

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

(e.g., pensfor nursing stations).

73Durbin, R.L. and Springall, W.H., Organisation and Admin-

istration of Health Care, St. lLouis: The Mosby Copr.,
1974, page 28
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D. Anticipated changes in supply items or policies and

procedures, e.g., from alcohol prop sponges to betadine prep

sponges.

Information systems needed to formulate the 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 both supply

and capital budgets, it is vital for the personnel budget.

A zero base personnel budget will require the nursing manager

to exercise all managerial and organisational skills by

utilising the following information as outlined by Porter-

O'Grady:

"A. The goals and objectives of the nursing department,

B. The system of nursing care delivery and patient class-
, ification,
J C. The number of full time cquivalents (i.c. a person working
| 8 hours per day, 5 days per week),

D. Classes of nursing personnel (i.e. R.N.'s, L.P.N., etc.),
E. Salary benefit program for each class,
I Speciality nursing services,
G. Budgeted positions on master staffing plan,
H. Position control and unit assignments,
I. Scheduling pattern for staffing,
J. Management information reporting,
K. Nursing hours of care by category, )
L.  Evaluation of manpower control system. "’
In addition distinction must be made between the amount of
personnel needed for direct patient care and that needed for
administration. Also all projected salary increases and

benefits must be incorporated into the budget.

4Porter-0'Grady, T., Budgeting for Nursing Part II, Supervisor
Nurse, Vol. 10, No. 9, Sept. 79, page 26
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A large budget for many nursing divisions is a diff-
icult task for one person; thercfor, in line with flattened
or decentralised management is the trend to get budget
making at the level where it will be utilised.

Standards for nursing service indicate that‘those
persons involved in the physical care of the patient should
have input into the budgeting decisions. Therefore if ecach
head nurse is involved in budget making the following will
be achieved:

A. Compliance with national standards,
B. Participative management,
C. Continuing management growth of head nurses.

Swansburg suggests the following steps in writing a
personnel budget for a nursing unit.

"A. Determine total number of full time cmployces needed,

B. List cach employce filling a position, their hourly wages,
possible or planned wage increases and/or benefits,

C. Design a calendar from first month month to last month

of fiscal year, calculate payroll cxpensc utilising the figures
from letter B multiplied by the number of working davs in cach
month,

D. Calculate shift differental, overtime and holiday pay

based on either prediction or historical data. Comptroller

may be able to supply a percentage figure from historical

data,

E. Calculate cost of educational programs, travel and expenses.
Total each monthly column and overall “~tal. If each unit

of the nursing department is done in *his manner an aggregatce
total will be achieved. Nursing administration., education

and other departments not directly associated with patient

care should be handled the same wayv, but not included in
patient care total.

”
'SSwanshurg. Russell, The Nursing Budget, Supervisor Nurse,
Vol. 9, No. 6, June 1978, page 44 '
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4. Control and Evaluation of the Budget

Each cost center in nursing should have had a budget
formulated which in turn generates some tvpe 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 analysing feedback it is necessary to note if increases

or decreases noted in both expenses and revenues, has delay

in purchasing capitol items caused a change in quoted prices?
What has happened in the community effecting the labor market,
i.e., cost of living, competition for labor amongst neigh-
boring hospitals? Have seasonal fluctuations in census and
staff utilisation of benefits been greater than antiripated?

Many hospitals are now utilising the "sunset" form of
budget auditing. '"In this process the monitoring componet
assumes priority. The objective of this process 1s to
monitor the effectiveness. the efficiency, ard the cost
related factors of any management activity.' " Frequently
this is done by internal auditors. The usc of an internal
nurse auditor in large nursing departments is an idea which
should be given great thought.

Fulles in discussing nursing budgets makes the following
statement, ''nurses often respond...by feeling guilty about
expenditures. They should realisc that patients are in the
health care organisation primarily because they cannot pro-
vide self care, or require nursing as a support service,
relevant to their medical regimen . Nursing should be
perceived as the major "ecarner" of the per diem rate paid
by the patient, and, rather than feeling .uilty., nursing
administrators should realise that expenditures backed by

sound budgeting will contribute to better patient care.'

"Sporter-0'Grady, page 29

‘""Fulles, Mary, page 38

e ————————————————————————
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Cost Containment

A chapter dealing with money in hospitals would not be
complete without a discussion concerning the current
emphasis on voluntary cost containment.

In the fall of 1977 the goverment subcommittee on
health of the Committeec on Ways and Means challenged the
health care community to cut the rate of acceleration in
health care costs or have laws passed that would do it for
them. The American Hospital Association prepared a fifteen
point program under the title of Voluntary Effort. Each
local chapter had to prepare a plan for compliance of
member hospitals and all providers of health care,physicians,
insurers, and consumers or face mandatory caps placed on
them by the Carter Administration.

The stated goal of the Voluntary Effort was to reduce
the rate of increases in hospital expenditures by 2% in
1978 and again in 1979. The reader will realize the diff-
iculty of the task while appreciating present inflation rates.
The National Steering Committee for Voluntary Effort is made
up of the chairmen of the Board of Trustees of the American
Hospital Association, the American Medical Association,
Association of Health TInsurance of America, Blue Cross,
and the president of the Health Industry Manufacturers
Association.

Of the fifteen points in the program some of the most
significant are: (1) Reduction of new capital investments
by hospitals; (2) No increase in number of beds available;

(3) Improvement in productivity by 2%; (4) Tighter

3

utilization review controls in hospitals; (5) Acceleration
of trends towards multi hospital syvstems and shared services;
(6) Improving health delivery svstems; (7) Making the
general public cost conscious re: health care; (8) Raising
the cost containment consciousness of physicians, medical
students, and nursing administration; (9) Materials Mana-
gement.

Cost containment in capital expenditures might mean

denial of the new O.R. table this last budgeting session,
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the hospital only bought one major item this year and it
wasn't in nursing, or the parking garage wasn't built, or
all the older beds weren't replaced with the new eclectric
ones.

Reduction in beds or refusal to grant permission to
increase the total number is now commonplace throughout
the country, partly through Voluntary Effort, partly through
the Certificate of Need legislation now in effect in
every state.

Of the major points raised in the cost containment
issue all affect nursing to some degree but number three will
proably have the greatest impact. Tt is always comfortable
to read a sentence which implies semcone clse is going to
have to do something. Unfortunately, if the nursing service
is going to become more productive, then administration
will have to become doubly so to hasten this occurrence:
This factor appcars to be contributing grecatly to the slow
to change nursing administrator’'s demise.

Summarx

This chapter has attempted to make the nursing admin-
istrator aware of the factors involved in the budgeting
process. It has not provided actual budgets, forms, or
figures. It is the author's contention that cach hospital
develop its own method of budgeting and once the nurse is
able to conceptualize the budgeting process, and has
access to the pertinent information and data she will be
able to proceed with minimal help. 1Tt is recognized, however,
that in order to design a personnel budget it is necessary
to have an indepth understanding of the staffing process.
This will be given in chapter five.

The following is a list of questions the reader should
ask herself concerning her own situation.
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(1) If I had to do a capital budget starting tOmMOTTOW
what do I, or any others in the nursing office, know about
nursing equipment? What do we need to replace?
(2) Do I know in terms of capital items what T am responsible
for?
(3) Do I know the current cost of major nursing equipment?
(4) Have T access to catalogs and cquipment files?
(5) Do I know what is needed in each unit?
(6) Do I reccive information on a regular basis concerning
how much nourishments are sent to the nursing stations.
Is this being abused by hospital staff?
(7) Do T receive information concerning stationery and
supplies sent to nursing stations?
(8) Has an cffort been made to conserve all supplies
throughout the nursing service?
(9) Who has access to the xerox?
(10) Do I get payroll analysis sheets and copies of overtime
payments?
(11) Do I meet regularly with the administrator and comp-
troller to discuss budgetary concerns?
(12) Do T get year-to-date summary sheets?
1f the reader answers in the negative for most of thesc
questions, she neceds to aSSESS the demands being made of
her in her position, analyze the difficulties placed in her
path by failure to have adequate information, and request
that these issues be clarified. There is, sometimes, a
reluctance on the part of the hospital administration to
part with what is considered top managecment information.
1f the nurse is to be a manager, she must have this informa-
tion. Each reader will have to address her own situation and
endeavor to become as competent as possible in the hudgeting
process. Trusted competency then becomes the entry point

into top management.
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Suggested Readings

Schmied, Elsie, Maintaining Cost Effectiveness,
The Management Anthology Sceries, Nursing Resources
Inc., 1979. This book is a new book in a new series
for nurse administrators that is devoted to the same
concepts as this author. It should be considered a
must reading item for all new and old nursing admin-
istrators who are updating their financial knowledge.
The conceptual model for the anthology series on
page xii is a model that could serve for the profess-
ion of nursing and alone is worth the price of the book.

"Voluntary Effort-Cost Containment," Hospitals,
J.A.H.A., July 1, 1978, Vol. 52 No. 13. This issuc
is devoted to cost containment and gives good over-
view and background information.

"Cost Containment," Hospitals, J.A.H.A., May 1, 1979,
Vol. 53, No. 9. This issue updates previous vear and
shows what hospitals are doing to cut costs.

""Can Hospitals Survive Pavment Shortfalls?" Steinert,
J., Hospitals, J.A.H.A., June 16, 1978, Vol. 52,
No. 12. This article describes very clearly the
methods of Medicare-Medicaid recimbursements and some
of the problems connected with this. Tt should be
required reading for nursing staff.

"Help--with Annual Budgetary Planning," Joan & Warren
Ganong, Help No.7, a Management Guide, 1976, P.0,
Box 2727, Chapel Hill, N.C. 27514. This pamplet is
one of the HELP series and is also a valuable refer-
ence and teaching tool. 1t incorporates work sheets
and a type of programmed learning format.
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CHAPTER FIVE

In the preceding chapter the subject of budgets was
discussed. It could be argued that this chapter should have
come first. 1In actual practice one cannot be done without
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 carned themselves
a reputation they don't deserve. Nursing 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 in a hospital is complex and, for eaiser
understanding, will be divided into two parts; the numbers
part, the cold statistics which look efficient and easvy to
achieve when viewed objectively; and the human part, a con-
stant source of tension when the numbers are translated into
humans with babysitting problems and car trouble.

How does a nursing administrator find out what nursing
hours are necessary for her organisation? How do you in-
corporate the numbers of nursing hours projected into the
budget and how will these figures indicate the actual number
of persons needed?

A nursing hour (or manhour) is the amount of time a
member of the nursing staff will spend providing care to a
patient in a 24 hour period. The nursing hours are the
aggregate of the numerous small amounts of time spent per-
forming a service for the patient by many different members
of the nursing staff. How do you find out what the patients
in cach institution need?

Vaughan and Macleod estimate that "hospitals spend
§15,000,000.00 yearly on nurse staffing studies. They feel

. g g : w 18
that much of this money is spent recinvesting the wheel.

7BVaughn, R. G., and Macleod, V., Nurse Staffing Studies: No

Need to Reinvest the Wheel, Journal of Nursing 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 patient. Acuity
means the acuteness of the patient's needs. A patient in
the Surgical Intensive Care Unit following open heart sur-
gery has acute needs. A patient having a series 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, however, if the patient
undergoes major abdominal surgery.

Many hospital associations, hospital chains, and large
institutions have conducted studies showing the average time
spent on performing nursing functions, e.g., making an
unoccupied bed takes four minutes; making an occupied bed,
twelve minutes; pouring one medication, one-half minute.
These studies detailing all nursing procedures were typical
of that institution. For example, the one-half minute of
pouring one medication correctly in XYZ hospital might re-
flect their unit dose system. Another hospital might be using
a different system. Nevertheless, it can be predicted that
a patient with certain acute needs is going to require in
twenty-four hours a certain number of nursing procedures.
These procedures will take approximately the same time in
most hospitals. Add the time spent on the procedures and
you have a total amount of time that someone in nursing

service will be physically providing a service to the pat-

ient. Example-Mr. Brown receives in twenty-four hours
the following:
1 bed bath and shave 25 minutes
4 changes of bed linen 40 (10x4)
1 enema 35
3 IV's with admixtures 1§ (5x%3)
1 IV dressing change 10
3 wound dressings 45 (15x3)
12 position changes 60 (5x12)
4 backrubs 12 (3x4)
12 percussion treatments 60 (5x12)
12 suctionings 24 (2x12)
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6 nasal feedings 60 (6x10)

8 intravenous piggyback medications 40 (5x8)

2 intravenous push medications 10 (5x2)
10 nasal tube medications 50 (5x10)

12 B/P readings 18 (1%x12)

12 temperature, pulse, and

respiration readings 18 (1%x12)
3 complete nursing assessments 45 (15x3)
1 family teaching conference 20 79
Total 567 minutes' '

567 minutes divided by 60 = 9.45 hours of nursing time
neceded to care for Mr. Brown in direct hands on contact.
Add to this the telephone calls, reports, orders trans-
cribed and this patient will need close to twelve nursing
hours per day if he remiins stable. If his condition flu-
ctuates, he might need fifteen nursing hours. Obviously
a person this i1l will be in a Special Care Unit.
If 10 patients of this acuity were in a 12 bed unit you

would need

15 nursing hours per 24 hours per patient,

10 patients x 15 = 150 nursing hours per 24 hours,

150 nursing hours ¢ 8 hour shifts (if nurses are

working 10 hour or 12 hour shifts divide by that

number) = 18.75 nurses each 24 hours.
Since 18.75 is not practical 19 nurses are needed for each
24 hour period divided into 3 shifts.

Day shift = 6 nurses and 1 clerk (7)

Fvening shift = 5 nurses and 1 clerk (6)

Night shift = 6 nurses and no clerk (6)
These figures reflect a total of 19 nurses per 24 hours
providing 15 nursing hours per patient. To calculate
nursing hours multiply number of emplovees by 8 hours and divide by
number of patients. 19 x 8 = 152 : 10 = 15 nursing hours.

Patient acuity svstems rely on a nursing workload

’gAdapted from "A Nurse Staffing Sustem Based upon Assign-
ment Difficulty, Narby, Ronald S. and Others, Journal of
Nursing Administration, November 1977, Vol. VII, No. 9
page 5.
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a teaching hospital and should be documented. This

feature is often down played by an administration that does
not understand the havoc and confusion, however well intended,
that can exist on a teaching floor. In a community hospital
where only one physician writes orders and visits once a

day, this confusion is greatly lessened, thus requiring less
clerical and nursing staff.

(2) What services are provided? List every area utilizing
nursing personnel from operating rooms to emergency room,
med/surg to pediatric. Do not miss out on any area. Describe
what types of nursing personnel are needed, and start to
rough out on paper what is needed.

(3) What is available in the arca? Are adequate training
facilities in the area, for both advanced and basic health
care professionals?

(4) What can your hospital provide? Analyze what your
hospital can currently provide and what appears to be a
community need.

(5) Analyze patient acuities.

(6) Quality Assurance-do audits and questionnaires reflect
patients and physician satifaction with care? Are the nurses
frustrated in the level of care they are able to provide?

(7) Goals and Objectives-answers, facts and figures from

the previous questions should enable the formulation of
defini te goals and objectives within the overall philosophy
of care. e.g. A goal might be to change a functional trad-
itional obstetrics department to a family centered birthing
center utilizing nurse midwives within the next fiscal year.
(8) Training Needs- Some hospitals now have training depart-
ments which meet the needs of all hospital emplovees. In
these departments the nurse educators do not report to the
nurse administrator. Nevertheless, it is vital that the
goals and philosophies of both nursing education and nursing
service mesh. When the nurse administrator designs the




budget for nursing education, she has a distinct advantage
in that she can plan to increase or decrease the size of

the department due to ber 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 teaching nurse assistants and pro-
vides orientation, The Director of Nursing demonstrates the
advantages of having an experienced clinical instructor

for not only Critical Care Unit but the recovery and emer-
gency room also.

(9) Established Nursing Hours-the nursirg administrator now
has a good working knowledge of the nursing service. She
has identified every unit for which she is responsible and
averaged the patient acuities for thosc units. By vusing the
census prediction methods outlined in Chapter Four she 1is
ready to staff the department, unit by unit,

In order to understand staffing it is necessary to
understand an F.T.E. (full time equivalent). An F.T.E. is
usually a person working forty hours a wecek, i.e.. five
eight-hour shifts. An F.T.E. mav be made up of several
people, i.e.. eight hours eaquals two-tenths of an F.T.E.
(Five R.N.'s working one eight-hour shift each together
make one R.N.. F.T.E.). Budgets are made up utilizing
F.T.E.'s. A nursing service mav be budeeted for 200 F.T.E.'s.
Two hundred and sixtv-five neopnle mav be on the actual pav-
roll due to several veopnle combined into one F.T.E.

An F.T.E. is called workine (productive) F.T.E. or
paid but non-workine (non-productive) F.T.E. The W.F.T.E.
is the number of F.T.E. actuallv at work. The P.EF.T.E.
is the number of peonle beine paid but on sick. holidav.
or vacation time which has been earned. Usually these frinece
benefits reauire ten to twelve pnercent more staff than the
actual needs of the natients.




In order to iustifv staffine needs the nursine admin-
istrator needs to develon a short narrative describine each
unit and those peculiarities of the unit that alter nursine
needs.

XYZ HOSPITAL
NURSING BUDGET PROPOSAL

Studvy of Patient Acuity and Nursine Hours on A-Wing

At present we have to allocate extra nursing staff to
work with bedridden patients on the A Wing. Our current
budget shows an increase of .5 nursing hours for these units
due to lack of bathroom: facilities and adequate floor space in
the small rooms. Nursing care is hampered due to lack of
oxygen and suction in wall units. The rooms are small and
designed for ambulatory patients. (Built 1947) The hospital
statistical index shows that the patients are consuming more
ancillary services, i.e., x-ray, lab, EKG, and EEG even
though length of stay is decrcasing. This mecans that the
patients are more acutely ill, requiring more nursing care.
The present patient accomodations on the A Wing do not allow
quality care to be given safely, economically, and to pat-
ient satification, as reflected by a sharp increasec in
complaints recorded in the past fiscal year.

Present ventilation systems are inadequate and very old.
Window air conditioners do not adequately cool the area,
causing patient discomfort. Temperatures in excess of 80
degrees are recorded every day during the summer months by
the engineering department. This requires frequent spong-
ing of patients, extra rounds with ice water and providing
other comfort measures. Tt has also contributed to patients'
elevated temperatures requiring more nursing care.

At present we estimate from our various studies that a
high percentage (25%) of nursing time is spent walking the
corridors to the utility rooms obtaining supplies and empty-
ing utensils, time that could be better utilized at the bed-

side. A three-month study of patient acuities reflect
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a steadily increasing number of patients requiring an ex-
cess of four nursing hours per day. Due to the A Wing acc-
omodations being less than desirable from clinical or per-
sonal comfort reasons, we have a high transfer activity.
Each transfer, admission, or discharge takes one nursing
hour.

Any attempt to modify delivery of patient care to meet
new standards is almost impossible under the described
conditions. Large '"teams" are the only way to provide the
manpower needed. Lack of audio intercom systems also pose
a manpower problem.

A-Wing-capacity of forty-five beds medical/surgical.
Study shows present occupancy rate for past three months is

70 % (31.5), 2835 patient days against 4050 possible patient

days.

1865 patient days required minimum of 3.5 nursing hours

per day. 2185 patient days required minimum of 5.5 nursing
hours per day.

Combined average required using WARSTLER* scale was
4.5 nursing hours per patient day.
Due to inadequacies in ward facilities, it is actually
necessary to staff for 5.5 nursing hours per day to provide
patient safety.
Nursing budget is predicated on 70% occupancy or 31.5 pat-
ients per day (32 x 7 =224 weekly patient days).

Staffing Computation Sheet

A Wing
) . Weekly Average Weekly
Nursing hours X Patient Days = Hours
569 224 1232
1232 weekly hours are changed into F.T.E.'s (40 hours = 1

F.T.E. by dividing by 40 = 30.8 F.T.E. (31 F.T.E.).
Therefore it is known that thirty-one full time nurses or
a mix of part and full time not exceading 31 fortv-hour
workers is allowable.

e

Sec Appendix




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, multiply

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 holidays,
vacations, etc.

(10) Establish Budget-the budget is established by deter-
mining how many nursing employees of the total F.T.E.'s
allowed will be needed in each category and job description.
By computing the average hourly salary of each level of worker,
and multiplying by the total numbers of hours allowed that
category, an overall figure can be obtained.*

A newer method of establishing a position control, or
budgeted salary for that position and predicted salary
increase for each position enables a more accurate total
figure.

(11) Levels of Care provided within safe limits-have
circumstances altered, requiring an increase in patient care?
Does the method of determining acuity nced revising? [Is the
method being implemented correctly by nursing staff or 1s
the patient being shortchanged?
(12) Implement and Evaluate-implementation of a nursing
budget, position control and patient classification systems
require:
A. A coordinated well planned effort
B. Education of personnecl concerning these processes. This
education should involve all members of the nursing
service and be designed for each level of sophistication.
C. A member of the nursing staff assigned to monitor the
process, and depending on the size of the organi:zation
a department to handle the paperwork. A budget of several

millions cannot be handled on a part-time basis.

*
See Appendix




D. A method of coordinating the nunbers of budgeted hours
to the number of patients in the hospital on any given
day

E. A method of evaluation to see if the nursing payroll
reflects the budgeted expenses within the anticipated
variances,

Staffing - Human Issue

The human side of staffing provides the administrator
with different challenges. The administrator is caught be-
tween the need to cut costs and the need to maintain morale
and support systems amongst the staff.

Very recently a great deal of attention has been placed
on the growing nurse shortage. Methodologies of staffing
are academic if there is no nursing staff available.

A recent (1979) American Hospital Survey of its 6100
members hospitals indicated that "between 90,000 and
100,000 R.N. positions are now vacant." 20 An examination
. the results of the survey indicate the following reasons
for the shortage.

Working conditions-including salary, hours, workload

and stress.

Lack of career mobility.

Overwork

Low professional image and recognition.

Barbara Nichols, the president of the American Nurses
Association is quoted in the same editorial as saving '"The
employment climate, salaries and job related stress must be
81 She
further states in another article that '"the proliferation of
speciality units is a major factor contributing to stresses
on the nursing profession. At the start of 1970 there were
16,000 critical care beds, at the end of the 70's there were
40,000." 82

thoroughly examined to encourage nurse employment,"

SnThc Nurse Shortage - A National Dilemma, Editorial, Federation

of American Hospitals Review, April/May 80, Vol. 13, No.2, Page

SlﬁNA heads reveals goals of Nurses in delivery Svstem

821BID, page 17

] <




Barbara Nichols goes on to state that "We 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." 33 Anzalone
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 flexable, Predicting a
demand for 800,000 nurses by 1985 she states
"Clearly, the only way we are going to be able
to come anywhere near the demand is to find
ways to tap into that huge and difficult to
measure supply of nurses who are 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, engincering job situa-
tions where a nurse can conveniently work part-
time and stay up to date in the profession. In
this way the nurse can be a viable resource in
the community and vet still have time for
other demands and responsibilities in an
increasingly changing and independant life
style." e
"The huge and difficult to measure supply of
nurses who are licensed to work but don't"
identified by Anzalone has been estimated at
350,000 by the Dept. of H.E.W.'s Bureau of
Health Professions'. 43

The problem facing nurse administrators in the future

will be the design of nursing organisations that will allow

for the independance and creativity that the new nurses need.

83

84

8

Supplemental Staffing: Trying to help fill the void in
Nurse Shortage, Anzalone, C. IBID., page 52

H.E.W. official says enough nurses available for needs.
Editorial comment Federation of American Hospital Review
IBID page 13

“IBID page 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 as they
preceive it needs to be practiced. A nursing research study
recently completed provided statistics on subjective and
objective measures of staffing adequacy. The summation
concluded "that nurses made subjective evaluations of staff-
ing adequcay in relation to patient care based on a complex
interplay of factors...these factors were personality
motivation, supervision, morale, and the daily minor and major

. 86
emergencies."

The study also showed that nurses tended to
give more tranquilizers and pain shots to patients when they
perceived themselves to be short-staffed. When short-staffed,
nurses prioritised all physician's orders and provided little
nursing care. This in turn gave rise to frustration with their
inability to function fully as nurses. In the actual studies,
the objective workload analysis and staffing contrasted with the
subjective perceived adequacy of staffing by non-quantifiable
variables that appeared unreclated to the original workload.
Baldonado states '"in a recent survey 17,000 nurses in-
dicated that job staisfaction is directly related to adequate
staffing, agreeable working hours, a plcasant enviroment,
supervisory support and a feeling of accomplishment. On the
other hand job dissatisfaction was attributed to conditions
resulting in unsafe practise, communication breakdown and
poor leadership."s7
Communication breakdowns and poor leadership in nursing
has contributed to the flattened organization chart. If, by
using the flattened, decentralised and participative approach
the budget design, workload analysis and staffing patterns are
designed by the nurses both working with and

86Williams, M. & Murphy, L., Subjective and Objective Measurc

of Staffing Adequacy, Journal of Nursing Administration,
Nov., 1979, Vol. 9, No. 11, page 29
87
Baldonado, Ardelina, Making Job Satification a Reality
for Nurses-Supervisor Nurse, May 1980, Vol, 11, No, 5§
page 39
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Appendix One

Modified Warstler Scale,

Adapted from, Mary Ellen Warstler, "Cyclic Work Schedules
and a non-nurse Coordinator of Staffing, Journal of Nursing
Administration, November/December 1973, Vol. 3, No.6,

pages 45-51,

CATEGORIES OF NURSING CARE NEEDS OF PATIENTS

gory

Medical & Surgical
(Adult § Child)
Patient

Psychiatric Patient

Intensive
Care

14 hours
ace 12 hours

1. Acutely ill, requires con-
stant or frequent observation;
not necessarily terminal

2. Activity must be rigidly
controlled

3. Requires continuous or very
frequent trecatment

1. Acutely 111 ment -
ally and physically
and requiring con-
stant attention

2. Any new patient
for first 24 hours

Modified
intensive
care

8 hours

*age 7.5 hours

1. Acutely i11; requires fre-
quent observation; may or may
not be a terminal case

2. Limited activity; is depen-
dant on others for basic needs
3. Requires frequent treatments

1. Receiving IVs or
requiring frequent
obhservation or treat
ments

2, Motivation is
limited; needs fre-
quent supervision

in ADL

Intermediate
care

6 hours
rage 5.5 hours

1. Extreme symptoms have sub-
sided or have not vet appear-
ed; usually moderately ill

2. Behavior pattern deviates
moderately yet does not re-
quire close obhservation

3. Activity must be partia-
11y controlled; or requires

periodic treatment

1. Behavior pattern
deviates moderately
requires moderate
control of activity
2. Requires only pe
iodic observation a!
treatment

Minimal
care

4 hours
‘rage 3.5 hours

1. Mildly i1l or convales-
cent

2. Activity is controlled
requiring little treat-
ment or observation

3. Needs very little help
with personal hygiene

1. Awaiting dischar
or transfer
2. Needing only sli
control or little ¢
no treatment




Self-care 1. Usually ambulatory; activities
are not limited; requires a min-
imum of observation

2 hours 2. In hospital for x-rays and/or

Be 1.5 hoyrs ‘roatment or physical therapy

Special Patients having one or more of the following conditions
condition 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 1029 or nonstable
blood pressure

The Warstler *3 Scale which was the first real attempt to
categorize levels of care is still widely used, though becoming
in need of updating as there is a general trend for more acutely
ill patients requiring more nursing hours. This reflects the shor-
tened hospital stay and the increased usage of tests and proce-

dures in one or two days instead of several.




Appendix Two

Calculation of overall nursing budget for a unit.

Utilising methods given in body of chapter it is
determinded that 35 F,T.E,'s are needed to provide the required
number of nursing hours every 24 hours for a specific unit.
How are these F,T.E.'s to be distributed? An analysis of the
nursing workload should be undertaken for days, evenings, and
nights. Taken into consideration should be the activity generated
by admission, discharges, transfers, diagnostic tests, physicians
rounds and ancillary department's requests. In a tertiary care
hospital the analysis frequently shows little difference in acti-
vity between day and evening shifts. Therefore 40% of staff on

days, 40% on evenings and 20% on nights.

40% of 35 = 14 persons on days number of hours
40% of 35 = 14 persons on evenings number of hours
20% of 35 = 7 person on nughts number of hours

35 persons

If your unit had an average of 50 patients with delivered
nursing hours of 5.6 vou would then have adequate staffing,
35 x 8 = 280, 280 i 50 = 5.6 nursing hours.
Community hospitals frequently find that they can manage with
less staff on the evening shift and may choose a 50%, 30%, 200
format,

Finding the cost of one weeks nursing salaries, utilise
the position control sheet, enter the name and salary of each

employee, allow for any projected salary increcase and tabulate.
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