University of Massachusetts Amherst

ScholarWorks@UMass Amherst

Doctoral Dissertations 1896 - February 2014

1982

Evolution of a Hospital Labor System: Technology, Coercion, and
Conflict

Jean E. Fisher
University of Massachusetts Amherst

Follow this and additional works at: https://scholarworks.umass.edu/dissertations_1

Recommended Citation

Fisher, Jean E., "Evolution of a Hospital Labor System: Technology, Coercion, and Conflict" (1982).
Doctoral Dissertations 1896 - February 2074. 6222.

https://doi.org/10.7275/fy99-by52 https://scholarworks.umass.edu/dissertations_1/6222

This Open Access Dissertation is brought to you for free and open access by ScholarWorks@UMass Amherst. It
has been accepted for inclusion in Doctoral Dissertations 1896 - February 2014 by an authorized administrator of
ScholarWorks@UMass Amherst. For more information, please contact scholarworks@library.umass.edu.


https://scholarworks.umass.edu/
https://scholarworks.umass.edu/dissertations_1
https://scholarworks.umass.edu/dissertations_1?utm_source=scholarworks.umass.edu%2Fdissertations_1%2F6222&utm_medium=PDF&utm_campaign=PDFCoverPages
https://doi.org/10.7275/fy99-by52
https://scholarworks.umass.edu/dissertations_1/6222?utm_source=scholarworks.umass.edu%2Fdissertations_1%2F6222&utm_medium=PDF&utm_campaign=PDFCoverPages
mailto:scholarworks@library.umass.edu

EVOLUTION OF A HOSPITAL LABOR SYSTEM:
TECHNOLOGY, COERCION, AND CONFLICT

A Dissertation Presented
by

JEAN E. FISHER

Submitted to the Graduate School of the
University of Massachusetts in partial fulfillment
of the requirements for the degree of
DOCTOR OF PHILOSCPHY

September 1982

Economics Department



e

©

"Jean E. Fisher

All Rights Reserved



EVOLUTION OF A HOSPITAL LABOR SYSTEM:

TECHNOLOGY, COERCION, AND CONFLICT

A Dissertation Presented

By

JEAN E. FISHER

,(

z}i'[ < Z‘ -/ L,

Richard Edwazcs, Chairperson of Committee

(Bree <fric

Bruce Laurie, Member

Liare  Flatek

Diane Flaherty, Mémber

o —
Yoy f/é/lﬁ%

Diane Flaherty, Graduate Program
Director
Economics Department

iii



ABSTRACT

Evolution of a Hospital Labor System:
Technology, Coercion, and Conflict

(September 1982)
Jean E. Fisher, B.A., Wells College
M.A., University of Massachusetts, Ph.D., University of Massachusetts

Directed by: Professor Richard Edwards

The paper investigates the labor process at a private, nonprofit
hospital, Children's Charity Héspital of Hudson, between 1947 and
1978. The author explains changes in the iabor system that hospital
management made, such as adding’to the number and variety of inter-
mediate outputs, increasing mechanization, stratifying énd specializ-
ing skills and authority, and replacing an informal, perscnalized
organization by bureaucratic structures. The author contends that
management's choice of labor prccess charécteristics depended nct only
on market and technical constraints but also on management's desirelto
maintain and incieaseaworkers‘ pace and accuracy and to secure its
authority over their éroddction activities. Put another way, considera-
tions of power and of the potential for conflict, not just of techni-
cally "optimal” input combinations, determined the characteristics of
the hospital labor process.

Chapter 1 describes the hospital's market and the legal basis

of management's authority.

iv



Chapter 2 reviews conventional economic studies of nonprofit
hospitals, and contrasts conventional production theory with labor
system; theory.

ZChapter 3 reviews economic writings that offer an alternative
to conventional production theory, focusing on works by Harry Braverman

and Richard Edwards.

!
!

f Chapter 4 specifies the analytical framework for investigation,

. whicﬁ is termed labor systems theory. and states the thesis in detail.
] ‘

The Eheory defines three groups in the labor process, top management,

department heads, and frontline workers, and assumes top management

pursued medical accumulation.

i

f Chapters 5 outlines the evolution of Children's labor system

and cAaptérs 6 and 7 document the history, drawing from the hospital
archives. Modifications are attribut2d to changes in market conditions,
in managemént strategy, or in workers® response.

Chapter 8 chronicles labor process evolution in the housekeep-
ing department, drawing from interviews with workers as well as from
archival material.

Chapter 9 summarizes evidence frem secondary sources about

hospital labor systems. The author argues that her thesis generally

holds for the private, short-term, ronprofit hospital industry.
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CHAPTER I

INTRODUCTION TO CHILDREN'S CHARITY HOSPITAL

The Thesis in Brief

Nurse Hattie Benson, the superinteﬁdent, and the 1946 board of
directors ran Children;s Chafity Hospital of Hudson--"Children's,"
pecple usually called it--as a racist but benevolent family firm.* By
1978 all the trappings of corporate bureaucracy adorned Children's.
This paper investigates the transformation in the hospital's organiza-
tion of prcduction between 1947 and 1978. More precisely, it explains
the evolution ¢i the labor system in hospital departments that produced
hotel services, business services, primary services, and medical sup-
port services.?

Think of Children's labor system as a picture of the production
organizatisn as viewed by the producers--the people who worked there.
Supplies, eqﬁipment, and labor power were parts of the labor system; so
were rules, procedures, pay scales, and hierarchies: all the material
and social "taings" thét allowed, facilitated, or forced the hospital's
inputs to productively combine. Consequently, the features of Children's
labor svstem largely determined the economic well-being of everyone who

worked there.2

*The names of the hospital, the city, and the people have been changed
to presesrve confidentiality.



My main thesis is that the evolution of Children's labor system
consisted of a Series of power-laden decisions by hospital managers;
managers considered technology and market conditions but they were just
as concerned with labor speed and accuracy as‘with technical matters;
because of this, their decisions arose amidst and fecast the form of
conflic? among groups at the hospital.
ﬁnop managemenf at Children's devised the labor system. Yet as

it conéeived and exercised options, its decisions were limited, shaped,
and so;etimes compelled by the non-physician workers in the hospital.
Top management based production decisions on a self-interested percep-
tion of the best way to reduce unit costs cf output while producing
ﬁore ané more "sophisticated" care.3

Top management's decisions occurred in the face of self-

interested and chronicafly "troublesome® behavior by the tﬁo groups of
workers under its authofity: departmen£ heads and other middle-level
managers, and frontline (or non-supervisory) workers. Départment
heads, who had some autonomy to apply top management's decisions,
kadapted the labor system to best meet their own economic goals; they
tob faced self-interested and chronically "troublesome®™ behavior from
frontline workers.b frontline workers acteﬁ‘individually and sometimes
as a self-coordinated collectivé to protect and advance their own
economic positions. Most of their “troubléscme" behavior can be
regarded as a reasonable response to the izbor system and to actions of
their "superiors.”

The secondary thesis of this paper concerns speCific character-

istics of the 1978 labor system. I contend that some bureaucratic



feaﬁures were jointly shaped by technical, market, and social forces;
some were chosen primarily because top management wanted more labor
from hospital workers than they willingly would exert; and some resulted
only because frontline workers confronted top management with demands
for change, or top managemeﬁt feared they would. Although certain
aspects;of labor powet were weli-addressed—-its costs, speed, accuracy,
and tra;tibility--other aépects‘were largely fofgotten—-its ability td
learn,kﬁrogress, self-govern, and its multifaéeted goals. The 1978

I

labor éystem minimally promoted the economic well-being of hospital

workers.

The Legal and Market Context

i

i
Legalities

Children's Charity Hospital of Hudson was established as a
nonprofip corporation in 1870 by sixty-one Hudson citizens. 1Its orig-
inal certificate of incorporation, issued under an act of the United
States CongreSs, granted the incorporators the right to organize "a
charitable institution in said Hudson to be uced as a hospital and
dispensary for the treatment of the medical and surgical diseases of
children."4

In order for Cﬁildren's to operate as a pediatric hospital,
certain activities neéded to be accomplished, some éontinuously and
others cyclically; I define the hospital's ‘accumulation process' as
the sum of these activities. The activities for accumulation in the

form it took at Children's can be classified as follows: (2) investing

funds in plant, equipment, supplies, and non-physician labor power;



(b)vcoordinating all inputs and motivating labor power in the produc-
tion and delivery to patients of goods and services from hotel services,
business, primary services, and medical support services departments,
outputs which I term 'intermediate goods and services'; (c) pricing,
accounting for, and obtaining reimbursement for output purchased by
patient;; (8) soliciting patients, physicians, and charitable contri-
butionsé and (e) negotiating affiliation agreements.

/

!

| I define the 'production process' st Children's Charity Hospital

/
as thelsubset of accumulation activities that involved combining inputs
to produce the intermediate outputs of the hospital. Most production
activities fell in category (b); scme fell in (a) or (c). I define the
r;organi%ation of productiog' at Children's as the system set up to
ensure the production procéss occurred consistently and reliably.

in create a deciéion-making apparatus for accumulation, the
incorporators. soon passed by-laws. The by-laws defined the 'members’

‘of the corporation to be the original incorporators plus other elected
members andvthe ‘directors of the hospital'. and provided for current
members to eléct future members, otficers, and directors for five-year
terms. Children's directors and officers constituted the 'board of
directors."

Children's by-laws vested authority over the accumulation
process in the-board of directors, the axecutive committee of the board
(which was appointed by the president of the board), and the hired
managers of the hospital (who were given various titles: superintendent,

director, administrator, medical dirscteri. %he by-laws designated the

hired managers responsible to organize the production process, but



their work was supervised by the executive committee and subject to the
approval of the board.>

Between 1947 and 1978, this basic aéparatus still regulated
decision-making at Children's Charity Hospital. By the mid-twentieth
céntury the executive committee and managers, by common practice and
explicit policy,:had conferred some authority to organize the ever-
eipanding production.process upon department heads. Yet from 1870 to
the present, as £he board of directors and cther members of the corpor-
ation intended, organization of the accumulation process tookkthe form

of top-down coordination.

The Market and the Competition

Pemographic trends. Children's sat square in the middle of Hudson.

L]

The city, its suburbs, and, as time went by, the entire region consti-
tuted Children's market. For example, 42 percent of the children
admitted to the hospital in 1964 livéd within the Hudson city limits;
almost all of the remainder lived within the Hudson standard metro-
politan statistical area (SMSA). Forty-one percent of the patients in
1978 lived in the city*‘,s

| The population of thé Hudson SMSA greﬁ 88 percent between 1950
and 1980, raising the city two ranks among United States SMSAsvand into
the top ten. More portentous for the hospital than the overall popu-
lation increase was a distributional shift from the central city to the
suburbs. As zable 1 shows, 21 percent fewef people lived within the

Hudson city limits in 1980 than 1950. The shift affected Children's



TABLE 1 )
. \,
CHANGES IN HUDSON AREA POPULATION N
Hudson SMSA2 Central City
Percent ‘Percent
Years Change Percent Change Percent
Total Change Total Change
Population White Population White -
1940-1950 51 52 21 S
1950-1960 37 35b -5 -32b
1960-1970 39 37 -5 -38
1970-1980 -1 -7 -16 -13
1950-1980 88 62€ =21 -67C

SOURCES: Compiled from U.S. Department of Commerce, Bureau of
the Census, County and City Data Book, 1949, 1956, 1967, 1977; U.S.
Department of Commerce, Bureau of the Census, 1980 Census of Population
and Housing Advance Reports.

NOTE: For the years 1960 and 1970, figures for the white popula-
tion were unavailable; calculations for the change in the white popula-
tion 1960-1970 and 1970-1980 are based on population of white plus
other non-blacks.

AThese figures are for the Hudson SMSA as the Census Bureau
defined it in 1960; presently it includes more territory.

brhis overstates the increase in the SMSA and understates the
decrease in the central city because the 1950 figure represents the
white population and the 1960 figure includes all non-blacks (see
preceeding note).

CFigures based on white population.



market because (other things being'equal) parents preferred to hospitalize
their children close to home and doctoré preferred to hospitalize their
p;tients near their homes and offices.’

Another factor magnified the impact of the shift: the city
population of families earning relatively high incomes fell faster than
total city population. Statistics for the white population in the
Hudson SMSA closely trgcked the movement of the high incoms population
during most of the period.8 As table 1 shows, the white population in
the entire SMSA increased by 62 percent between 1950 and 1980, but in
Hudson it fell by 67 percent.

The movement of high income families affected Children's because
sick children were admitted regardléss of their parents' ability to
pay. Municipal and state health departments paid for the care of some
poor patiznts but during the first half of the period hospital costs
exceeded govarnment reimbursements. Operating revenues did not cover
oparating expenses_unleés the hospital admitted a good number of
patients with insurance coverage or with parents who could afford the
" charges. The establishment of Medicaid programs in the Hudson area
after 19¢6 mitigated the hospital's concern with family income and

i

race.

Pediatric beds. Hospitals ih the Hudson SMSA set aside about 550 beds

for children (or 'pediatric beds') in 1945. As table 2 shows, pedi-
atric beds in the area increased to 690 between 1945 and 1970 and,
after dropping in the mid-seventies, tbtalea 584 in 1978. ' As with

population statistics, bed figures for the entire SMSA mask divergent

txen&s'in the central city and the suburbs. If Children's is excluded
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TABLE 2
PEDIATRIC BEDS IN THE HUDSON METROPOLITAN AREA
Beds at Other
Total Children's Central City Pediatric
Year Pediatric Charity Pediatric Beds Outside
Beds Hospital Beds Central City
1945 546 . 250 224 72
19632 667 215 254 198
1970 ceo 226 238 226
1978 584 240 173 205

SOURCES: (ompiled from Council of Social Agencies of Hudson and
Vicinity, “"Heclith and Hospital Survey, Hudson, for the year 1929 (sic),’
(Budson, 1922), p. XIII-5.; Metropolitan Hudson Health Facilities Plan-
ning Council, I22., "A Review of Short-Term General and Other Special
Nonfederal Hospitals in the Metropolitan Area of Hudscon," (April 1963);
Hospital Council of the Hudson Area, Inc., "Hospital Utilization Report,”
(December 197C and December 1978). '

NOTE: ©rediatric bed figures for 1945 were estimated from total beds
in each hospitcal in 1945 and 1963 and pediatric beds in each hospital in-
1963, based on tiie assumption that hospitals existing in 1945 maintained
a constant proportion of pediatric to total beds during the next 18 years.



from the count, the nine suburban hospitals with pediatric beds added
four tiﬁes as many pediatric beds between 1945 and 1963 as did the
eight central city hospitéls‘with pediatrié béds. vao new suburban
hoépitals opened; the others expanded their physical plants. ' A 1965
government-commissioned study reported that central city hospitals
planned to open 110 more pediatric beds by 1970, and suburban
hospitals, 80 more.? |

Most of the beds never materialized; Within ihe central city
(and again excluding beds at Children's) there weré only two-thirds és
many pediatrié beds in 1978 as in 1963. The number of pediatric beds
at subuxhén hospitals, which had tripled between 1945 and 1963, peaked
and dfopped é¢uring the next fifteen years and was almost the same in
1978 aé in 1953.

Competition in Children's market stiffened in the first half of
the pericd and threatened to intensify as hospitals planned still more
pediatric beds. The number of beds at Children'stharity Hospital did_l
not change creatly during the period. Beds at Children's accounted for
almost half the total pediatric beds in the area in 1945; less than a
third in 1962 and 1970; and about 40 percent in 1978.

i .

All area hospiﬁals that had pediatric beds competed with Chil-
dren’'s to some extent but suburban hospitals had a geographical
advantage in attracting children who lived near them. The 1965 study
- mentioned above stated:
| Children's‘Charity Hospital is suffering severely from the
competition presented by new pediatric facilities in the Hudson
metropolitar area, particularly in neighboring [suburbs]. This

applies 2specially to white children who would be likely to be
paying orivate patients.
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Total pediatric beds in suburban hospitals rose from about one-third
the beds at Children's in 1945 to an almost equal number in 1963, and
remained close to the number at Children's during the rest of the

period.ll

A day of care at Children's. What was it that Children's sold in its

market? The chiidrenvwho pufchased hospital care--who stayed overnight
a£ the hospital ('in-patients') and who visited the emergency room and
clipics ('outpatients')--receivéd intermediate goods and services pro-
duced by the hespital departments as specified (or ‘ordered') by
physicians. <Care at Children's Charity Hospital changed dramatically
during the period; hospital dayé and visits involved both a larger
quantity and & larger assortment of intermediate outputs, and the
volume of outpatcient care increased relative to inpatient.

Table 3 shows the magnitude of the increase per adjusted
patient.dayvof intermediate outputs from three departments: the
operating room, the laboratory, and the radiology‘department. It also
indicates the increase in the inflation-adjusted costé‘of an average
day of care at the hospital. Appendix A lists new hospital departments
and facilities that opened during the pefiod, producing an ever-

expanding assoriment of intermediate goods and services.l2

Purpose and Approach of the Study

1 have been employed at Children's Charity Hospital of Hudson
since June 197&, first as an emergency room registration coordinator
and then as a float unit clerk. I am a union shop steward and I helped

negotiat= the union's second contract with the hospital.
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TABLE 3
THE CHANGING HOSPITAL DAY
1946 1950 1962 1978
Total Inpatient Days ' 68,602 49,831 58,406 67,289
Total Outpatient Days 56,210 87,628 67,879 139,145
Total Adjusted watient Days— 79,844 67,357 71,982 95,118
Surgical Procedures, X-Rays,
and Lab Tests per Adjusted ,
Patient Day 1.3 1.7 - 3.6 8.9
Adjusted Cperstirg Expenses
perbAdjusted tatient . -
Day  (§) NA $19 - 847 $261

SOURCES * Children's Charity Hospital, Annual Report, 1946, 1950,
1962, 1379. ' v

a C s . . -
Fov thz definition of an adjusted patient day see text footnote 12.

b . . 4oz as

‘operating expenses were adjusted for inflation by dividing them
by the produccr price index for total finished goods, 1967 = 100, for
the approprizate year.
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Working at Children's sometimes improved the skills, sometimes
advanced the medical and technical knowledge, and sometimég\enpanced
the economic security df the people I knew. For most of them, such
outcomes occurred incidentally and, in my opinion, deplorably seldom
compared to what is possible. Why?

To solve the puzzle, I investigated the production process aﬁE
Children's between 1947 and 1978. The human aspects of production
concerned me most. I wanted to explain changes in work activities and
work environments. I wanted to know: Was the organization of produc-
tion dictated by "efficiency" and the undesirable outcome in a sense
inevitable, as conventional mic;oeconomists might argue? If not, what
othet factors influenced management decisions? Did the desires and
actions of workers at Children’'s playva part?

Background readings suggested that the evolution of Children‘s
production organization was typical of nonprofit hospitals in the
United States. I hoped to generalizeithe éonclusiéns of the éase Stpdy
and identify forces shgping production in the nonprofit hospital sector.

To interpret the written and oral evidence, I develop a micro-
economic model of productién, which I call the labor systems model.

The model conceptualizes management's and workers'»activities in pro-
duction differently ffom the conventional microeconomic model of th=
firm, which depicts the organization of production as a technicaliy-
determined, constrained maximum. fhis paper portrays the hospital

labor system (and thus the o;ganizatidn of production of which it was a
central component) as an historical ocutcome within a leéal structure of ~

top-down economic coordination. Technical and market factors are not
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deemed unimportant, but the model allows the possibility that the labor
system was simultaneously shaped by the interests of groups in the
hsspital and, when their interests collided;_by the groups' relative
power.

Chaptér 2 reviews the conventional academic literature on the
economics of nonprofit hospitals. Chapter 3 reviews recent analyses of
production in capitalist firms--analyses that lay the foundation for my
producticn medel. Chapter 4 presents my analytical framework, includ-
ing the labor systems model, and chapter 5 restates my theses in terms
of the model.

Three historical chapters present the supporting evidence: the
complex evolutién of Child;en's labor system. The concluding chapter

argués that my findings are applicable to the nonprofit hospital industry.

LY



CHAPTER II

CONVENTIONAL ANALYSIS OF NONPROFIT HOSPITALS

Introduction to the Literature

This chapter reviews the conventional academic literature on
the =conomics of nonprofit hospitals. The first section states common
assumptions about hospital output, demand, and decision makers. The
second secticn describes applications of the microeconomic production
model to nonprofit hospitals and shows that all the economists postu-
lated a cenventional production function: The third section argues
that the conventional approach is inadequate for modeling the labor
process at Childrenfs.

Econcrists began analyzing nonprofit hospitals only zecentiy.
Costs of nrospital care soared in the 1950s, 1960s, andvl970$, attract-
ing the public’s and economists' attention. According to Karen Davis,i
"Paul Feldstein was the first economist to apply statistical techniques
tc estimstion of the'long-run cost curves of hospitals"; his study
appeared in 1i%6l. Seventy people attended the May 1962 conference on

.the economics of health and medical care at the University of Michigan;
the seventy inctuded "virtually all the economists who were attempting
at that time to apply economics concepts and analytic methods to prob-
lems in the field of health and medical care."l

Earl gtudies mainly fried to explain the alarming cost increases.
Ebonomists £con realized they lacked a generel_theory of nonprofit
hospital beba#ior. Studies proliferated'in the late 1960s and 1970s as

14
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economists built models to capture the internal structure and markets
of nonprofit hospitals, reformulated the models (often borrowing con-
cepts from other social sciences and law), improved statistical tech-
niques, and found better data. Yet studies.remained rooted in the

conventional perception of production.2

The Product Market and the Economic Problem

This sgection reviews conventional treatments cf the economizing
problem that nonprofit hospitalé confront. Each study defined hospital
output, identified féctors that determined the level of demand, and
postulated a relationship between price and quantity demanded. Each
identified the decision-makers of the hospital and made assumptions
about their objective§ and pricing practices. A few studies presented
evidence tc back up thé assumptions.

No consencus on definitions or assumptiohs emerged in the
literatufe zlthough for each question two or three views gaiﬁed favor. -
However, #lmost all the economists claimed that nonprofit hospitals
minimized shert-run éroduction costs. I review the definitions and

assumptions that predqminated and relate them to the assumptions of

this paper, which I specify in chapter 4 below.

Product Market

Definition of output. The parents of a jaundiced, premature infant

purchase different care than does the fifty—year¥old heart attack
victim. The asthmatic who stays overnight to clear a nagging wheeze

and the one adiritted to the intensive care unit do not buy the same
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intermediate goods and services. Economiéts routinely remarked on the
multiproduct nature of hospital output, but most defined the unit of
output td be a patient day or a treated case--that is, an amorphous
aggregate of intermediate:outputs.3 |

If a hospital treated patients who had a different mix of ill-
nesses than patients at another hospital, or similar illnesses but of
greater severity,.itrwould produce (on average) a different kind of
patient day. For empirical work, economists adjusted the quantity of
patient days {o¢ reflect a varying mix and severity of cases among
“hospitals, or At one hospital in different time periods, but did not
redefine a unit of output.

Ecoﬁcmists also observed that two hospitals might treat the
same casefmix cnd case-severity differently; one might use more x-rays,
lab tests, and cther pr;cedures on each patient. They also observed
that over time most hospitals used more intermediate outputs (in my
terms) per patient day every year. Several economists, including
Newhouse, Martin Feldstein, Pauly and Redisch, and Bays handled this by
specifying thait cutput be characterized by "quality" in addition to
_ quantity.4 ; |

When it came to defining “quality,"” economists hedged. Their
discussions of what the term meant equated higher quality with a
greater variety and number of‘internediate oﬁtputs per patient day, and
thus with greaté: labor and capital inputs. Bays commented in 1980:

The definition and measurement of quality levels in hospitals

are nebulous tasks. The precise definition of the unit of output
is difficult and most attempts at guality measurement in hospitals

have focused on the extent and quality of inputs rather than v
attempting o measure quality as an objective dimension of output.
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. . . This convention is followed here: hospital quality is
greater as the factor intensity of its diagnostic and -treatment
capabilities are increased. While this tautological manner of
measuring quality may not be useful in defining its socially
optimal level, it does seem to be an accurate abstraction from the
standpoint of administrator.>

A few economists devised ways to explicitly state the mix of

.intermediate goods and services from the hospital departments. Elnicki

wa{dgfined 'service intensity' of a department as "a measure of the quanti-

ties or volumes of outputs" from the department per patient day and
depicted one unit of hospital output as a list of service intensities
of all the departments. Baron defined a unit of output as "a function
[he used the geometric mean} of a vecto; of treatment inputs whose
components include laboratory tests, radiology procedures, operating
room visits, pounds of laundry procéssed, etc."™ He called the treat-
ment inputs ‘intermedigte outpuﬁs.'6

The approach of Elnicki and Baron gives precision and substance
to the value-laden term "quality." It avoids prejudging the effec£ on
people's health of more intermediaté outputé per day, that is, of
higher service intensiﬁy care. (That question, all agreed, is'one of
utmost importance and §ne we do not have the tools or information to
answer.) The approach>also helps distinguish medical decisions and
management decisions: decisions about the intermediate outputs neces-
£

sary to treat patients and decisions about organizing the production of

intermediate outputs. My definitién'of output follows this approach.

Hospital facilities and demand. Reder, Davis, and Lee assumed that
demand in a production pericd (the distance from the origin of a

hospital's demand curve) depended on the number of doctors affiliatec
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with the hospital, which in turn depended on its medical facilities,
equipment, and personnel. Reder explained, “a patient must be hospi-
talized where his doctor is affiliated. . . . Because doctors can admit
patient# into only one or two hospitals;ytheQ have an incentive to
become affiliated with hospitals which are as fully equipped as possible,
so that they may treat hospitalized patients for as wide a range of‘
ailmengs as their coﬁpetence {as they judge itj permits." Davis wrote,
'Incre;sing the number of doctofs affiliated with the hospital is likely
/ .
to sh{ft the demand curve for any given period to the right. The main
way in which a hospital can attract more doctors is by increasing the
specialized equipment which it Las available."’
| ;Newhouse assumed demand to ba z function Of output "quality"
becausé "physicians probably prefer higher quélity hospitals and so are
more inclined to seek staff privileges there "™ Since Newhouse equated
service intensity (as I define the terw) with "quality,“ high "guality"
output depended on the number and complexity of hoséitai'departments
{(which set a ceiling on service intensiity) 2npd on the actunal average
service intensity that the medical staff c¢xdered. If doctors are
assumed ﬁo alwaysvuse new departments, eguipment, and personnel,
Newhouse's formulation also allows hospital decision-makers to boost
"quality" and thus deﬁand through medical accumulation.8
No economist argued that demand weu independent of the number

of affiliated doctors or hospitél facilities although some did not
discuss demand.

Kaitz and Davis presented evidence on the relationship among a

hospital's facilities, doctors, and derand. Kaitz interviewed six
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administrators of nonprofit hospitals in rural, suburban, and urban
Massachusetts locations. According to Kaitz,

« « . all of the hospitals, irrespective of their size or location,
stated that they were dependent upon a very small number of
physicians for an extremely high percentage of their total patient
load. . . . The demand for a specific hospital. is thus heavily
dependent upcon the supply of patients created by an easily identi-
fiable group of physicians. In order %o maintain the good will of
‘this small but powerful group, the hospital must be prepared to
respond to at least some of their demands for facilities or
services. In the urban hospital, these demands normally center
about research and teaching activities, with emphasis on those
activities pinpointed by the specialized practice of the high
patient~input physicians.

Kaitz found a competing urban-suburban pair of hospitals:
The suburban hospital has begun . . . rebuilding its facilities,
increasing the range of ancillary services, and, in an even more
significant trend, building medical offices on its grounds in order
to induce the physician to concentrate his in-hospital practice in
~one institution. The urban hospital, with an assistance from the
Federal Covernment, has apparently countered this trend with a
growing stress on in-hospital and teaching programs.lo
Pavis found a correlation between the relative number of
specialized facilities at a hospital and its market share although the
resnits were wsak.ll
This paper assumes that with other factors constant, Children's
demand shifted cut if the rise in the service intensity ceiling at

Children's outpaced the average rise at Hudson hospitals. The conven-~

tionzl literature supports the assumption.

Demograrhic trends and demand. None of the academic studies considered

the effects of population shifts on a hospital's market. I assume that
demand at Children's tended to fall as the metropolitan population
shifted from the city to the suburbs. This is supported by articles in

hospital and health care journals as well as by my evidence. The
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president of an inner-city Maryland hospital knew of many hospital
administrators in similar straits:

As the affluent flee the cities, the economic bases of hospi-
tals shift. Banks become unwilling to arrange long-term financing,
since many inner-city areas are viewed as unrelieved areas of
blight--as high risk areas... . .

Moreover, the decline in economic support is intensified by
the attendant exodus of physicians as well as patients. Some of
the reasons for such a move are obvious: more attractive housing,
better schools and safer neighborhoods. Furthermore, the suburban
hospitals, built to accomodate this population flight, offer the
additional inducement of new facilitis in pleasant locations. . . .

The flight to the suburbs in the early 19605 intensified the
problem of uncompensated care. The population most likely needing
medical attention, the aged and the poor, became the majority
within the patient mix in the outpatient clinics and emergency
roows of inner-city hospitals. Unfortunately, the poor and a
significant portion of the aged did not have the financial
resources to pay for that care. Nor, at this point, could they
lock te Medicare or Medicaid for any financial assistance. These
prograns would only pay for the services provided for eligible
patients and would not give the urban hospitals an allowance for
vncoapensated care.l2

Other Geterminants of demand. The conventional literature also men-

tioned patient incohe, insurance coverage, and competition from health
maintenance organizations and ambulatory surgical facilities as deter-
minants cﬁla hospital's demand. However, the capability to produce a
hospital day of a higher serviéé intensity was perceived as the primary

cause of shifts in demand.

Price an? guantity demanded. Hospitals generally set one charge for a

day cf routine ‘inpatient care and separate charges for non-routine
intermediate outputs. A patient's bill increased with her or his length'
of stay and with the non-rcutine intermediate outputs that doctors

ordered.  »1ll the academic studies (except the one by Kaitz, which
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investigated differential markups) simplified billing practices by
assuming a single price for a unit of output, whether output was
defined as an average patient day, treated case, or vector of inter-
mediate outputs.

Economists debated two issues that related to the slope of a
hospital's demand curve: 1Is hospital care a necessity? 1Is there price
competition in hospital markets?

Reder, Kaitz, Lave and Lave, Lee, and Baron thought demand
responded little, if at all, to price changes. Reder argued in 1965:

Hospitals cannot be selected on the basis of cost by either
patient cr doctor; a patient must be hospitalized where his doctor
is affiliated. While the elasticity of derived demand may have
‘some effest in leading doctors to affiliate with the optimal
hospital (from the point of view of their prospective patients), I
@oubt that it would be seriously contended that this possibility
has had much effect on hospital costs. As a first approximation, I
venture tihe guess tQat demand for beds in a given hospital is inde-
pendent ¢f their prices relative to those of other hospitals in the
same area. '

Reder qualified the guess by stating that demand was perfectly inelastic
only if the hospital set prices "within conventional limits."13

Lave and Lave attributed inelastic demand partly to widespread
coverage by private insurance and governmental health programs. They
noted thac after Medicare and Medicaid passed, third-party payments
accounted for 96 percent of hospital costs. A study of the hospital
market by Salkever, which did not address production or pricing, also
hypothesizcd that quantity demanded did not respond to price. Salkever
-a@rgued that barriers to entry limited price competition, and menticned
barriers of licensure laws, industry accreditaticn standards, large

initial cepital outlays, and recently, lobbying by hospitals to deny

certificates~cf-need to newcomers.l?
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Davis, Newhouse, Martin Feldstein, and Pauly and Redisch, on
the other hand, assumed quantity demanded varies significantly with
price. Feldstein reasoned:

Hospitzal care is often described as a necessity and considered
to be very insensitive to price. However, the substantial varia-
tion among areas in the rates of hospitalization and in mean ,
duration of stay for different diagnoses and procedures shows that
‘most treatments cannot be regarded as a technically determined
necessity. Although an admission to a hospital for some diagnoses
may be completely price inelastic, admission for other conditions
and the mean stays for most case types are likely to be more price
elastic.1® '

Among writers who assumed inelastic deménd, only Lee cited
empirical evidence that directly examined the relationship between
price and guantity demanded. Salkever presented rough measures that
showed high concentration (that is, few competitors) in local hospital
markets. ©Davis cited two studies showing quantity demanded responds to
price, but 4id not indicate whether they found elastic demand, that is,
found a greater than proportional change in quantity than price. She
criticized the methodology of both studies. Using American Hospital
Associatinn annual data from 1958 to 1967, Martin Feldstein regressed
average couts per patient day against the number of patient days in
short-term general hospitals (both aggregated by state), and found "a
substantial price elasticity of demand for hospital bed days.“16

I assume that in any production period, the quantity demanded
of hospitsl days at Children's would fall if price rose. However, the

ceiling on price was more significant to Children's top management than

the responsiveness of gquantity demanded.
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- Price ceiling. Reder, Lave and Lave, and Davis speculated that a ceil-

ing might limit price even if a hospital faced inelastic demand. Davis
said,

Upper constraints on prices may be posed by various social or

political factors, such as public outcry at excessive charges,

repercussions from powerful organizations such as Blue Cross or

Congressional committees from prices that are "too far out of

-‘line, " or aggressive price competition from other hospitals.
Most economists did not think prices were subject to ceilings. . Salkever's
view that "third parties have made only limited efforts to control
prices paid by their enrollees" argues against ceilings from that
quarter.18

Several non-theoretical studies found price ceilings in local
markets, which indicates that assumptions about price ceilings should
be geographi-aelly specific. This is partly because Blue Cross plans
and laws differ by state or region. Somers and Somers found in 1960
that most Blue Cross plans reimbursed hospitals based on the costs of
care, but that the hands-off attitude was beginning to change: Blue
Cross pians in Philadelphia, New York City, Maryland, and Michigan had
experimented with various methods of keeping down hospital costs. 18
In 1875 Bauer said:
ﬁ

Hospital rate setting is a new type of regulatory activity rapidly

spreading in the United States. Between 1970 and 1975 the number of

rate satting programs grew from two to twenty-seven. These pro-

grams, most of which are administered by Blue Cross plans or state

goverrments, now contrel the hospital rates or charges to one or

more major type of payer in twenty-three states, and affect to some

degree more than twenty-five percent of the nations' acute care
hospitals.l?
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I assume a ceiling limited the price of a hospital day at
~
Children's in a production period, but that increased costs due to a
higher service intensity from one period to the next could be mostly

passed through.

The Economic Problem: Objectives, Pricing, and Market Constraints

Hospital decision makers. Most of the conventional studies assumed

decisions about production organization, oﬁtput level, price, and
investment are made by a hospital administrator who is hired by and
responsible to the trustees. Reder, Davis, Newhouse, Lee, and Bays
disgussed the influence of the medical staff in certain decisions,
primarily concerning construction, equippihg; and staffing of medical
facilities.20

A few economists disagreed with this formulation. Evans, in a
study of Canadian hospitalé, claimed thaﬁ-doctors controllied them.
Pauly and Redisch assumed medical staff control and modelled the
nonprofit hospital as a physicians' cooperative.21

Baron assumed £he medical staff determines the "levels of
treatments . . . used to satisfy the demand for medical care," and the
administrators and medical staff jointly choose factor inputs that
departments use to produce the treatments.22

I identify decision makers similarly as did Baron. I assume
the medical staff at Children's chose intermediate outputs for treating
patients, and so determined the sgrvice intensity of a hospital dav in
every production period. I assume top management organized productiorn

in departments, and, with an ear to medical staff requests, determined
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the rate of medical accumulation and, therefore, the service intensity

ceiling. ' : t\\**\
Economists who identified the administrator as decision maker
and differentiated hospital care by its "quality" did not justify their
implicit assumption that the administrator set service intensity.
Ecoromists who assumed medical staff control abstracted from prodﬁction

of intermediate outputs; they implicitly claimed that by ordering

treatments, doctors organized department production.

Objectives and solutions. According to Davis, the paramount goal of

hospital decision makers is to add medical facilities. Davis secorded
Reder's 1965 assessment:
Hospitals that wish to attract men of outstanding qualifications to
their staffs are therefore impelled to expand the inventory of
their equipment and, the range of services they are able to offer.
This serves to reinforce the usual prestige motives for expansion
and improvement inherent in any organization.
Since Davis assumed that demand depends on the number of affiliated
doctors, continual expansion of facilities is necessary for survival.?23
Davis reasoned that decision makers, constantly seeking to
expand the capital stock without becoming dependent on gift income,
government grants or loans, or commercial loans, aim to maximize short-
run cash flow (that is, the difference between revenues and out-of-
pocket expenses). To boost revenues, decision makers price output
above average cost, but market conditions limit the markup. (Recall
that Davis assumed a negatively-sloped demand curve and possitly a

price ceiling. Hospital decision makers facing such constraints must

minimize short-run production costs.24



Maximization of output quantity and "quality" was the short~-run

~.

~.
objective that Martin Feldstein, Newhouse, Bays, and (with a slight

modification) Reder attributed to hospital decision makers. In another
contrast to Davis, they all assumed output price is set at average

cost, or slightly below cost if decision makers can count on contribu-

|
i
i

tions to cover an operating'deficit.25

Although Feldstein, Newhouse, and Bays assumed different objec-
tives and pricing behavior than Davis did, all three concluded that
decision makers minimize short-run production costs of whatever
guantity and "quality" they select. Thé assumptions of price-
reséonsive demand generated the result; at a constaﬁt’“quality" level,
quantity-"quality" maximizers sell the most output when they reduce
costs to a minimum and lower price to just break even. Reder on the
other hand, assumed pesfectly inelastic demand and saw no reascn for
decision makers to keep down costs. Addressing a convention cf the
American Economic Association, he said hbsPitals did not operate undex
competitive constraint.26

Pauly and Redisch, who named physisians as hospital decision
makers, assumed physicians run a hospital to maximize their personal
incomes. Pauly and Redisch assumed physicians‘receive the net revenues
of the hospital and price the non-physician component of output equal
to its costs. Since Pauly and Redisch also assumed the quantity
demanded of output (which consists of physicianvand non-physician com-
ponents) responds to price, they concluded that ?hysiciahs choose
quantity and price to maximize net revenues and produce the non-

physician component at minimum costs.27
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Lee assumed that administrators try to enhaﬁce hospital "status"
through "conspicuous consumption,” that is, through use ag\gophisticated,
high-cost labor and non-labor inputs that aren't medically necessary.

He concluded that the predilection for higﬁ—cost inputs prevents cost
minimization.28

Lave and Lave and Evans did not specify the objectives or pricang
rules of hospital decision makers. Evans claimed nonprofit hospitals
could not be assumed to be cost minimizers but did not counter the
arguments outlined above.29

Davis inspected the net income of U.S. nongovernment, nonprofit
hospitals between 1961 and 1969 to check her assumption that decision
makers desire positive cash flow. The hospitals’ total revenﬁes
exceeded total expenses for every year during the period except 1%62,
and net income rose frém 1.39 percent of plant assetsvin 1961 to 3.19
percent in 1969. Davis also presented data on inputs, plant assets,
and specialized facilities of the hospitals that supported her assump-
tions about expansion,30 |

Ehrenberg tested the cost minimization hypothesis directly. He
found evidence that employment of registered nurses and licensed prac-—
tical nurses varies inversely with wages, buﬁ no significant indication
that decision makers substitute between types of nurses in response to
a change in relative wages.31

This paper assumes long-run and shorter—;un objectiées of
Children's top management thét agtee with ﬁavis's treatmenf. The

process I term 'medical accumulaticn' is identical to expansion of

medical facilties to which Davis refers. However, my price ceiling
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assumption allows that Children's top management might be forced into
an operating loss (if occupancy fell) even though the goal was a surplus.
Ecoﬁomists who assumed administrators maximize quantity and
"quality" in the short-run implied administrators determine service
‘intensity, which (I argued on page 24 above) is an invalid assumption.
In my model, medical accumulation by top management may affect service
intensity by raising the ceiling from one period to the next. If the
économists had such an interaction in mind, their assuﬁptions of
breakeven pricing are inconsistent because, as Davis pointed out, they
equated high "quality" with large amounts of inputs per patiént day,
particularly capital inputs.
Hospitals desiring to maximize quantity, quantity-quality, or
utility over the long run, however, may initially desire to
accumulaie surpluses which could be used in acquiring facilities
which will allow an expansion of output and an upgrading of
guality.>2 '
The physicians' cooperative model of Pauly and Redisch may
illuminate interactions among staff physicians but the assumptions
poorly fit evidence about production decisions at Children's. Lee's

discussion of conspicuous consumption is plausible but his model is

vaguely specified.

Conventional Models of Production

Almosc all economists who studied:-nonprofit hospitals regarded:«
hospital Jevision makers as cost minimizers. Thoughveconomists reached
this conclusion via different assumptions about demand and objectives,
the consensus in the literature lends credence to my assumption that

Children': top management minimized costs; it is consistent with my
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assumption that management tried to cut costs from one production period
to the next. But in conventional studies, cost-minimization takes on a
precise, restricted meaning: it occurs with respect to a well-defined
relatioﬁship between inpdts and outputs that is mapped by a production
function. The production function and input prices dictate to hospital_
decision makers both the output level that maximizes progress toward

i

their goal and the lowest-cost input bundle that can technically
/‘ .

producé the output. Decision makers simply install (here the theory is
]

short{on details) whatever organization of production the production
‘function indicates.33

Economists' renditions of nonprefit hospitals fell into three
éatego#ies: (a) theoretical models in which the production function
took avgeneral form, (b) empirical models in which the production
function took an explicit functional form so that parameters of the
function could be estimated, and (c) egquaticns that had no grounding in
a production function.

Equations in category (c), inciuding the "cost functions" of
Lave and Lave and Evans, did not model nospital production; the equa-
vtions’embodied no notion of a relaticnship between inputs and outputs.
Studies based on such equations ccntained useful findings and tech-
niques but no statemeﬁt of the principles underlying hospital produc-
tion, so they will not be further discussed. 4

Economists developed ﬁodels of the first and second kind in the
‘course of investigating a variety cf guesticns; an economist's purpose
in undertaking a study shaped specific features of his or her model.

Yet by creating a model all the ecouncmists answered the question
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(explicitly or implicitly): What do hospital decision-makers consider

S
~

in organizing the production process? BAll gave the conventional
microeconomic answer.

This section makes two points about conventional models in
categories a and b. First, the basic tool for analyzing‘production was
a production function with the usual properties. Second, the economic
solution consisted of the usual marginal principies for chocsing the
optimal output and inputs. For several representative models I outline
(a) the purpose of the study in which the model appeared, (b) the
production function, (c) the solution to the hospital's economic
problem, and (d) other conclusions of the study.

Martin Feldstein modeled nonprofit hospital behavior in order
to advise governments how to improve health and contain costs. In
Feldstein's 1967 study‘of the British National Health Service and in
later articles, "quality" of output (holding quantity constant) ané
quantify (hdlding "quality" ccnstant) both were well-defined functinns
of inputs. For example, a 1971 article specified the "quality" fuiac-
tion QHy = ¢t(Nt,Jt). QHt is the."quality" of inpatient services in
time period t, Ny is employees per patient day, and J¢ is an index of
materials and supplies per patient day; f had éll the necessafy pro-
perties for constrained optimum. Feldstein constructed a comparable
quantity function. 33

Hospital decision makers (who are, recall, quantity-"quality”
maximizers) face an array'of quantity—"quality“ iradeoffs at every
level of total expeﬁditures; They assess their quantity and "quality®

preferences and the constraints in factor and output markets, then rind



31

points on the quantity and "quality" production surface that register
the optimal output and the least-cost bundlé of inputs t;\gkoduce it.

In the 1967 study, Feldstein estimated parameters of an industry
production function fof‘hospital cases, experimenting with several
functional forms. He compared the input ratios he.observed in British
hospitals with "optimum ratios" he calculated from the estimated
coefficients and concluded that resources in the British health system
were greatly misallocated.

How does a quantity-"quality"™ maximizer find the least-cost
organization of production? Several economists derived the marginal
conditions such a decision maker observes. Bays did so in a 1980
article that evaluated the new practice by health insurance companies
of adding a "capital margin" to costs of production (including deprecia-
tion). The practice méant insurance reimbursements provided funds for
. ever—-expanding capital expenditures.36

Bays assumed a quantity function of the form‘Q = Q(K,1) and &
"quality" function of:the form X = X(K,L), both functions concave and
continuously differentiablg. The hospital administrator seeks to
maximize his utility, which is a function of "quality" and quantity.
Bays showed that the administrator will eméloy labor and capital so
that the ratio of their implicit prices equals the ratio of the |
- utilities (according to the administrator's quantity-"quality" pre-
ferences) of their marginal revenue products.

If insurance reimbursement contains no capital margin, the
model reduces to Feldstein's case: ﬁhe implicit price ratio eguals the’

. actual price ratio of inputs and the administrator in fact chocses
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output quantity and "quality" at the highest attainable utility level

-
~

and the least-cost input bundle. However, if the capital margin is
positive, the implicit price of capital to the administrator becomes
the interest rate plus the capital margin. Bays showed that in this
case the misled administrator chooses aﬁ input combination that yields
less than maximum possible utility. However, the hospital still
operates efficiently in a "purely technical,sense;“

Davis compared her cash-flow maximizing model with quantity-
maximizing, quantity-"quality" maximizing, and profit—maximizing models.
She postulated a short-run hospital production function of the general |
form Q = F(K,L). She showed that hospital decision makers with
identical market conditions and production functions but different
objectives choose differeht output quantities, service intensities,
capital expenditures, and noﬁ-capital input quantities and that they
receive unequal incomes. Yet no matter what output level and service
intensity are chosen in the short run, marginél productivity conditions
determine the cost-minimizing input bundle.b in the‘cash—flow maximiz-
ing hospital, "all non;capital factors will be hired up to the point
where the marginal revenue product of the factor is‘equal to is cost."37

In the physicians' cooperative model, Pauly and Redisch
postulated the production function Q = F(K,L,M)bwhere output is hospi-
talization services and inputs areAcaﬁitaly non—physician labor, anua-
medical staff labor. Facing a négatively-sloped demand curve énd pric-
ing non-physician services at cost, the income-maximizing physicians

choose a smaller scale and lower cutput level than are "socially
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optimal." (In this respect, the physician-controlled hospital behaves
~

as a theoretical Yugoslavian-type cooperative.)38 N

As long as the physicians cooperate, they are bound by éll the
usual microeconomic constraints. So they choose a non-physician labor
and capital combination such that marginal factor cost of each input
equals its respective marginal revenue product. Pauly and Redisch ‘
noted, "This problem‘is obviously identical to that facing an orthodox
profit-making firm with one input held constant."

Several empirical studies-estiméted parameters of cost functions
that had been derived from production functions. To'investiate whether
nonprofit hospitals obtained increasing returns to scale, Davis derived
a cost function from the Cobb-Douglas production function, Q = AI™gP,
(That is, she expressed the average cost of hospital services as a
function of output quaglity and input prices.) Using observationg on
groups of comparable sized hospitals, she estimated short-run average
cost functions. She judged that small hospitals showed constant |
returns.39 !

In contrast with "cost functions" in category c mentioned
above, Davis based the cost function on a clearly-specified relatioﬁ-
ship between inputs and maximum output. The cost function suppressed
the short-run problem of organizing productidn;{Davis implicitly
assumed that decision makers instantaneously choose the least-cost
inéut bundle according to the usual marginal principles.

Recent studies embellished earlier models of nonprofit hospitals.

For example, Bays tested several conflicting assumptions about decision’

makers' objectives in a 1975 study. He specified a Cobb-Douglas

™~
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production function with a more realistic technological change variable
than in earlier models, and used sophisticated statisticaz\teghniques
to adjust for differiné case-mixes and case-severities. His analysis
was ingenious but just as thoroughly grounded in conventional micro-

economics as were the simpler models. 40

Failure of the Conventional Models

Conventional studies offered insights into certain economic
processes of nonprofit hospitals. Economists aeveloped useful definitions
and empirical techniques. Their analyses of market characteristics,
decision makers, objectives, and pricing rules are invaluable, raising
issues that any model of a hospital must address.

Analyses of hospital production in conventional studies do nct
merit similar praise. ‘As the preceéding.ieview indicates, they aliow
only two forces to shape a hospitai‘s organization of productiocn:
markets and technology. Hospital decision makers are assumed to choose
a new input bundle (and to reorganize the labor process in the technically-
detérmined way that corresponds to the optimal point on the productionr
function) only after a change in demand, relative prices of inputs, or
the production function. Conventional analyses, by their very nature,
failed to examine human aspects of production. Models £hat portray
production &s some variant of Q= Q(K,L) obscure production as a lzbor
process. They simply cannot address many phenomena’that affect workers.

Is the deficiency a fatal flaw in the microeconomic models?

"No," responds Oliver Williamson, an econdmist who has written much on /

the internal and market operations of for-profit firms. He argued {hat
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the microeconomic model is valid, but its explanatory powers less
encompassing than generally believed.4l | T

I disagree. Conventional models of hospital production are too
abstract for my purposes. But I contend the models are inadequate for
another reason: they fundamentally misrepresent tlie evolution of the

labor system at Children's Charity Hospitél.

-Williamson's Criticism of Conventional Treatment

Williamson said that people's activities in production deserve
more attention than a production function permits:
I furthermore regard organization form-~by which I mean the hier-
archical structure of the firm, the way in-which internal economnic
activities are decomposed into operating parts subject to internal
controls~~to be distinctly interesting and warranting separate
attention. Indeed, I anticipate that measures of internal organi-
zational structure will eventually be joined with measures of
market structure in.attempting to explain conduct and performance
in industrial markets and subdivisions thereof.
Williamson found conventional microeconomic theory unable to handle
certain production activities that he called non-market transactions.
He linked the theory's inadequacy with economists' failure to "acknow-
ledge the importance played by human factors in attempting to grapple
with‘problems of economic organizations.“42
Williamson said that the way workers cooperate is an important
human factor from which conventional theory abstracts, and he identified
two kinds of cooperation. Workers cooperate 'perfunctorily' if they do

the job in a minimally acceptable way. 'Consummate' cooperation, on the

other hand,
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. . . involves working in a fully functional, undistorted mode.
Efforts are not purposefully withheld; neither is behavior of a
knowingly inapt kind undertaken. N
The firm gains from consummate cooperation. Wb;kers who shift to a
"perfunctory performance mode" if given the chance are opportunistic
shirkers. 43
Williamson said worker cooperation becomes significant to mic}o—
economic theory when labor markets fail; that is, he assumed cooperation
is not problematic if labor markets are competitive because the easily-
replaced workers feel powerless to hold back effort. Hé argued that
labor markets of modern corporations frequently are not competitive
becéuse technical and social factors inherent in production often makes
job tasks ideosyncratic. Performance of ideosyncratic tasks improves
with training and practice, so workers who do the tasks are somewhat
relieved of labor markét competition from inexperienced job seekers.
Modern corporations can cut costs by suppleménting the labdr market
with organizational structures that promote consummate cooperatiorn. .
Translated into the terms that I use in thié paper, Williamson
‘noted that when workers hgve control ovéf whether they labor at high
speed and accuracy (or high 'intensity'), their behavior affects pro-
duction costs. Firms must then consider more than technical possibili-
ties and input prices; the least-cost organization of production must
also incorpcrate features to induce high labor intensity.
Williamson did not think that omission of human factors means
the microeconomic model of the firm is useless dr inaccurate. He said

his model complements the conventional one, which holds at a more

aggregate level. He labelled cost reductions due to higher intensity
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~efficiency gains."44 I interpret his assessment as follows: when
tasks are ideosyncratic, the concept of a production function must be
redefined to include organizational features thaf induce the highost
possible labor speed and accuracy because labor intensity affects the
function's shape and distance from the origin. If the production func-
tions in the conventional studies of hospitals can be so redefineqd,
ﬁhey cén be considered valid aggregations of phenomena that this paper
examiqos in detail.

[
i

Flaws in Williamson's Reconciliation

Williamson complained that the microeconomio model of production
jgnoreq human factors; Children's‘history shows the strength of his
complaint; But Williamson's critique of the model is incomplete.
Followed through,'his logic compromises the microecooomic model of the
firm--and the conventional models of hcspital production.

‘To redefine the hospital production functions in conventional
studies and deflect Williamson's criticism, the following assumptions
are also needed: (a) for every job there existsvé‘scientific measure
of the labor speed and accuracy that constitutes consummate cooperation;
(b) given that measure of labor intensity. there exists an organization
of production known to evoke ii; and (c) hospital decision makers and
worke;s agree to exchange wages for labor of that intensity and agree
to other working conditions.

If the three conditions hold, an input bundle yields "maximum"

output when consummately-cooperative labor combines with other inputs
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in the technically-optimum fashion. For each level of output, a set of
technically-efficient input bundles (the producﬁion frontier) can be
precisely determined; conversely, every point on the production function
corresponds to a social-technical configuration that guarantees "maximum"
output. After market, technical, and social constraints are specified,
featurés of the labor system remain, in a sense, inevitable.

/Production at Children's between 1947 and 1978 violated all

{

three/conditions. Top management and department heads did not expect

{
!

maxim&m physical and mental exertion from workers. But management did
not discuss labor intensity and many other features of the labor process
with fob seekers; management always maintained that workers could try
.harder; and, if financially strapped; management never hesitated to
change:the rules and press for greatsr speed and accuracy. In workers'
experiénce, management;sprané unreasonable work demands and behavior
constraints on them and violated their idea of fair, evenhanded treat-
ment. They reacted to management actions they perceived as opportunistic.

Workers and managers disagreed, but top management's rights in
production dwarfed workers' meagre righfs. Management had the upper
hand, yet it knew no incantation to conjure up maximum output.  If it
wanted to produce a certain level of output, no formula told the least-
cost inpﬁt bundle. Rather,'management continually worked the labor
system to shake out a little more output, and modified it to boost
labor intensity aé well as to utilize innovations.

Anothef human factor at‘Children‘s is even more damaging to
conventional models of hospital production: frontline workers forced

several labor system changes that actunlly increased costs.
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Th2 production function of conventicnal models, even interpreted
as Williamson wished, misrepresents the nature of the labor process at
Children's Charity Hospital. If an arbitrary level of labor intensity
is assumea, the techniéal possibilities of input bundles can be deter-
mined; with no objective or mutually agreeable standard for labor inten-
sity, the "maximum" output of the bundles can‘not. No production
function;exists; to postuléte one distorts the social dynamic of the
labor pﬁécess. |
M§ work experiences strengthened mybbelief that ‘it is, econom-
ically speaking, relevant and important to examine production at
Children's Charity Hospital, to scrutinize social and technical details.
Models of economic institutions are social science models only if they
illuminaée the relationship between institutions and people's economic
welfare. To do this, a microeconomic model must focus attention on
people's activities and interactions while they produce--not just on
their exchange of éommodities. The model need not consider all
mechanical, chemical, and financial details, just the ones that signif-

icantly affect the producers. In the next chapter I review models of

production that start from this Supposition.'



CHAPTER III

THEORIES OF LABOR SYSTEMS

Introduction

A number of writers who investigated the labor process (as I

!

define the term in chapter 4) in for-profit firms passed up the conven-
tiona% microeconomic model; evidently they decided it was an unsuitable
analytical tool. The writers used various models, and although all
did not clearly state their assumptions, inspection revealed that
podels;differed according to how each writer did the following:
;l. divided people involvéd in the labor process into groups—-
whethe; she or he identified top management., department heads, and
frontline workers (agéin, in my terms) or used a different division
2. selected and categorized the phenomena of the labor process
subject to investigation——whether she or he investigateé all four
management functions or some subset
3. defined the possible attributes of each category of
phenomena--whether she or he distinguished betweenvtraditional,
standard, and codified management patterns or used some other schema
4. defined the possible causes of change ih the phenomena of
the labor system—ewhether she or he considered the six explanations -
for change that this paper assumes below or gave other explanations.
The writers' assumptions seldom agreed in any but the first

area, and no one or two models stood cut as most popular. However,

40
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all writers found the relative power of the groups to be significant.
The writers themselves can be divided into two camps: those who
a;cepted property laws of U.S. capitalism (the rights of cépital
owners’over the labor process of women and men they hire) and those
who questioned whether the laws were sensible and moral. Non-critical
writers were not intrinsically concerned with the effects of labor
systems on workers, so their models do not contain concepts well-
suited for investigating that question. I do not discuss such models
in deteail bu£ mention only eleﬁents of them I found valuable for my
study.1

¥riters who examined the labor process in U.S. firms from a
critical perspective can be termed political ecdnomists. Their work
is of recent origin so political economy models are in developmental

L) .
stages. ™wo political economists who specified assumptions in all

four areas mentioned above were Harry Braverman in Labor and Monopoly -

Capital: The Degradation of Work in the Twentieth Century and Richard

C. Bdwards in Contested Terrain: The Transformation of the Workplace

in the Twent.izth Century. Preliminary research indicated that a model

based on theirs would‘suit my purposes.. This chapter focuses on the
work of Bravermaﬁ andyEdwards; useful concepts of other political
econcmists are mentioned.?

Edwairds and Braverman studied the'entirevU.S.‘economy during
most of the capitalist period--from the early industrial years to
monopoly capitalism. They analyzed the general evolution of the labor

process, therefore they advanced propositions considerably broader

than the thesas of this study. Each writer did the following:
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1. presented 'ideal' models of labor systems in U.S. capitalism,
that is, distinctly different ways in which decision makers in typical
.or leading firms managed the labor process

2. explained, in relation to the generai development of the
U.S. economy, when and whﬁ the deéision makers adopted a different
ideal lzbor system (Edwardsfs explanation considered developments in
?he labor movement and the political sphere as well.)

3. described the effeqts of the transitions on the social
relations of groups in production and the labor process of workers.3

I review the assumptioﬁs and propositions of Braverman and
Edwards that relate to the labor systems model I present in chapter 4,

and in doing so reveal my indebtedness to their work.

Labor and Monopoly Capital

Braverman identified two groups in the for~profit firm: the
capitalists {or management) and the workers. He ﬁamed coordination
and contrel as functions management must perform. The necessity of
coordinatior was "brought into being by the very practice of coopera-
tive labor,"” while the necessity of control arose from "the problem of
realising tha 'usefuldess' of the labor power [the capitalist] has
bought [which} becomes exacerbated by the opposing interests of those
for whose purposes the labor process is carried on, and thosé who, on
the other side, carry it on." The interest of the employer is to
énlarge his capital, to accumulate; the interest of the workers is to
;gain a livelihood" but "haying been forced to sell their labor power

to another, the workers also surrender their interest in the labor
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process." Thus, Braverman said, management faced a continual need
"for adijusting tﬁe'worker to work in its capitdlist form, for overcom-
ing natural resistance intensified by swiftly changing technology,
antagonistic social relations, and the succession of the generations.”
He did not specify the labor process characteristics that workers did
find desirable.?

Braverman's narrative revealed that his concepﬁs of coordina-
tion and control involve directing, inspecting, evaluating, punishing,
and some rewarding, although he devoted most space to the directing
function. He explained changes in common ways of coordinating and
controlling the labor process as attempts by management to assume
greater control over labor (and correspondingly, to diminish workers'
contrcl) in crder to achieve higher profits and more rapid accumulation.

Witnin.an histo;ical trend toward greater management control,
Braverman distinguished two basic patterhs of management (or ideal
models): those of firms in atomistic, competitive markets and those
of firms in monopoly capitalism. (The term 'labor system' does not

appesar in Lebor and Mcnopoly Capital. But the management patterns

that Braverman described are labor systems by my definifion.)

B?averman mainly discussed the evolution of the labor system of monopely
capitalisin, but his ideas about the prior labor system can be discerned.
Although he dic not label the management pattetns he éescribed, I do

so for ease of exposition. The labor system of firms in competitive
capitalism 1 call 'artisan control'; 1abor'syStems cﬁargcteristic of
monopoly capitalism I call"systematic'contiol.' Braverman identified

two typbes of cystematic control. The first, "scientific management
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and the whcle"movement' for the organization of production on its
modern basis," I call'simply 'scientific management.' The second,
*the scientific-technical revolution, based on the systematic use of
science for the more rapid transformation of labor power into capital,"
I call 'mechanical control.'>

Braverman's thesis, in my terms, is that management transformed
the directing function as it systematically stratified and specialized
jobs and mechanized the laborvprocess in order to to reduce the average
wage and increase labor intensity. Management backed up its demands

for higher intensity with harsher punishments.

Artisan Control

Braverman implied that in capitalism's first years, skilled
artisans avtonomously coordinated and controlled the production of
most govds. Subcontracting and putting-out represented early forms of
artisan contcrol that occurred in the "textile, clothing, metal goods
(n2iling and cutlery), watchmaking, hat, wocd and leather industries
- « . [and] even in industries where work could not be taken home, -
such as coal, tin and copper mines." Braverman cited Maurice Dobb‘s
discovery that subconfracting and putting-out éxisted in British
- industries even after 1850.%

The market took care of coordination for the capitalist: he
contracted with an artisan to supply raw materials and pay a certain
price for output. The artisan, trained throﬁgh yvears of helping seniors
in his craf<, planned the préduction process and managed the appren-

tices and unskilled helpers that he took on. Control presented a
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problem for the capitalist: "the subcontracting and ’'putting-out’
systems were plagued by probleﬁsvof irregularity of production, loss
of materials in transit and through embezzlement, -slowness of manu-
facture, lack of uniformity and uncertainty of the quality of the
product.“7

Capitalists, competing in cutthroat markets, brought artisans
into wofkshops to tighten the lax self-discipline of the craft, "to
enforce upon the worker regular hours of work, in contrast to thé
self-imposed pace which included many interruptions, short days and
-holidays, and in general prevented a prolcngation of the working day
for the purpose of producing a surplus under then-existing technical
conditicns.” Such enforcement involved evaluating and punishing (in
my terms), which Braverman said “assumed a variety of harsh and despotic
forms." Onrce a capitaliist employed artisans under one roof, he rather
than they determined the division of labor. He generally assigned
each production operation to a different workerkand widely replaced
artisans with low-skilled workers 6n simple operations. The changes
cut costs thrcugh two mechanisms: (a) the average wage fell as the
proportion of low-skilled workers increased (a phenomenon that Charles

i

Babbage emphasized and that I term a 'type B qonstant-intensity innova-
tion'), and (b} labor intensity rose because thg capitalist could keep
an eye on the workers and because as the need for all-around skill
diminished, labor market competition increased the capitalist's power
over artisans and low-skilled workers.®8 |

Braverr:an noted that production of all goods did not originally

rely on artisan skills. "New industries arose which had little prior
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handicraft background: among them sugar refining, soap boiling and
distilling." But he gave few clues about howkcapitalists coordinated
and coqtrolled the labor process in these industries.

‘As capitalism developed in the U.S., the typical firm grew,
diversified its product line and expanded its marketing activities.
Assets of the typical large enterprises were no longer owned by a
singlé entrepreneur or family. Instead, the bulk of its assets

f
belonéed to a few stockholders, whether individuals or other firms,
who éwned substantial shares of even other large firms. Legal control
of the firm transferred to directors'who represented the large stock-
holders and their appointed managers; many of the directors sat on the
.boardsfof several firms. But concentration and centralization did not
elimiAate‘the pressure to compete, it mevely changed the form of
competition. Managemeht of the moderan curporationiin monopoly
capitalism, still bent on accumulation, faced complex problems of
coordinating and controlling labor.  Its solutions were the technical
division of labor (or scientific management) and mechanical control.
For clarity of exposition, Braverman freated the transitions to these
labor systems as independent historical stages. He considered

mechanical control the later stage although he noted it sometimes

occurred simultaneously with the technical division of labor.?

Scientific Management
Braverman credited Frederick Winslow Taylor with the invention
of scientific management. He acknowledged that technigues for systema-

tically coordinating and controlling the labor process appeared in the
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second half of the 18003, but said Taylor bfought the ideas together
and carried them one step further:

But Taylor raised the concept of control to an entirely new plane
when he asserted as an absolute necessity for adequate management
the dictation to the worker of the precise manner in which work is
to be performed. That management has the right to "control" labor
was generally assumed before Taylor but in practice this right
usually meant only the general setting of tasks with little direct
interference in the worker's mode of performing them.

Under écientific management, capitalists collected and analyzed informa-

i

tion ih order to group tasks into jobs and to specify every worker's
I

i
job in detail (to codify job descriptions, in my terms).l0
Braverman discussed the importance of inspecting and punishing
to scientific management. Studies that management made so .it could
éystemqtically direct labor also set job standards that became inspec-
tion criteria--that determined, at the end of the day, whether a
worker had produced sufficient cutput. Braverman implied that punishing
occurred in the same manner under scientific management as artisan
control, only more harshly:
It is essential, [Taylor] said of the gang bosses, to "nerve and
brace them up to the point of insisting that the workmen shall
carry out the orders exactly as specified on the instruction
cards. This is a difficult task at first, as the workmen have
been accustomed for years to do the details of the work to suit
themselves, and many of them are intimate friends of the bosses
and believe they know quite as much about their business as the
latter." ' '
And although Taylor called for large monetary incentives--a change in

rewarding practices--Braverman said tha® managements soon cut the new

piece rates.l1l-
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Braverman explained the change to scientific management as
capitalists' attempt to control labor in the modern corpd?ﬁtign. It
seems the point of greéter control was lower costs, for Braverman did
not link the change to overt challenges to management éuthority.
Management cut costs using familiar techniques, but applied them
systematically and thoroughly. It reduced the average wage by syste£~
atically substituting low-paid for high-paid labor, that is, by strati-
fying the labor force. According to Braverman, "Taylor understood the
Babbage principle better than anyone of his time, and it was always
uppermost in his calculations."™ Management aihed to stop soldiering
(that is, to increase labor intensity) by specifying a division of
labor, job duties, and procedures that required intense effort and by

assigning supervisors to harrass workers.
L)

Present-day extensions of scientific manadgement. Braverman said that

even though all elements of Taylor's system were not widely installed,
"it is impossible to overestimate the importance of the scientific
management movement in?the shaping of the .modern corporation and
indeed all institutions of capitalist society which carry on labor
processes." Management refined scientific managemenf, experimenting
and perfecting its rudimehtary mechanisms. Braverman discussed several
extensions of scientific management beyond the factory floor. For
example, as administrative activities took a larger portion of total
labor time, management subject these indirect production tasks to
scientific management; it grouped activities into departments such as
research, legal, and payroill, and thén stratified, standardized,~codil

fied, and sped up the labor‘processes.12
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Braverman mentioned schools of thought éfter Taylor that claimed
workers could be better motivated in part by evaluating, ;ghagding and
punishing them differently. Such schools included "human relations"”
and industrial psychology and sociology. He conciuded that all systems
of worker manipulation based on these’ideas failed; they had "little

real impact upon the management of worker or work."13

Further considerations. Several histories of U.S. management practices

documented additional changes around the turn ofvthe’centufy that
contributed to more systematic management and that Taylor incorporated
in scientific management. Braverman alluded to the changes but never
made clear how they strengthened management's hand. Joseph Litterer
and Daniel Nelson described refinement of procedures for cocrdinating
and monitoring the flow of partially—finished goods (procedures that
they called 'production control systems');for monitoring inventories,
and for calculating pioduction costs in detail. Standard, written,
production proéedures helped reduce waste and confuéion and maintain
high labor intensity. :Accurate records of ¢6sts and materials enabled
management to determine whéther the written directives were being
followed, that is, to assess department labor pfocesses.14

Litterer and Nelson emphasized an aspect of scientific manage-
ment that Braverman glossed over: its rcle in resolving conflicts
between the top and lower levels of managément in favor of the top.
For various reas§ns as a firm grew, the interests of different strata
of management often diverged. Scientific management enabled top

management to (a) tell subordinate managers precisely how to bhoss



frontline workers and (b) check subordinates' compliance. Scientific

~o

management thus reduced the authority of lower levél managérs;

Litterer described how production control syétems limited the decision-
making prerogatives of foremen. Although Braverman mentioﬁed foremen-
and supervisors, his theory conceptualized only two groups in the

firm, precluding analysis of the dynamic between top and lower levef

managers and between the latter and frontline workers.13

Mechanical Control

Management of leading firms in monopoly capitalism soon supple-
mented scientific management with another systematic means to coor-
dinate and control the labor process. .BraQerman defined the manage-
ment pattern that I term mechanical control as the systematic
incorporation of machinpes in the labor process to achieve "the pro-
gressive elimination of the control functions of the worker insofar as
possible, and their transfer to a device which is controlled, again
insofar as is possible, by management frém outside the direct procéss,”
Substitution of machi#es for labor was not new to the monopoly stage
of capiﬁalism; indeed, it was the hallmark of the Industrial Revolu-
tion. Braverman thought of mechanization as a cumulative process; he
showed that production processes could be‘ciassified into seventeen:
levels of mechanization according to the *initiating control source’
and the 'power source.' Braverman argued,‘however,vthat’the forces
underlying the evolution from competitive firm to modern corporation

and from artisan control to scientific management also transformed the
. /

nature of mechanical innovation.16



Modern corporations with vast assets "incorporated science"
into their accumulation processes by hiring scientists té\sb basic and
applied research. Management focused much of the research on cohsumerb
attitudes and product design in order to expand product markets, but
addressed some to production technologies in hopes.of cutting costs.

In addition to research within corporations, new outputs from the
capital goods sector changed the technologies of consumer goods
producers. Two kinds of innovation occurréd: "refinements of control
in separate machines" and "the process of adapting machines to one
another."” Management of the modern corporation systematically
installed machines that to a greater and greater extent were initiated,
paced, monitored, and corrected without intervention by workers.17

Braverman implied that mechanical control changed the inspect-
ing function. The cla;sification of mechanizatidn levels and his many
examples indicated that high-level mechanization used systematic inspec-
tions. In data processing, for examp;e, managementz(first applying,
the principles of scientific management) separated data-entry tasks
from more skilled tasks aqd hired keypﬁnch operators to only enter
data. Then (following principles of mechanical control) management
installed hardware and software innovations in data processing opera-~
tions. Key punching became simpler, more routine, and "the reduction
of office information to standardized 'bits' and their processihg by
computer syétems and other office equipment provide[d] management with‘
an automatic accounting of the size of the work load and the amount

done by each operator, section, or division,"18
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Increasing the level of mechanization, through refinement of
separate machines and adaptation of machines to one another, increased
management's ability to coordinate and control the labor process. As
decisiéns to initiate, order, pace, and inspect production tasks moved
from man to machine, the unvarying motion and speed of the 1a£ter, as
planneé in the interests of management, replaced the skill, judgement,
and rgaativélyferratic pace of the former. Management sought control
in oréer to cut costs. Braverman gave numerous examples of machines
that ;llowed management to install type B cénstant-intensity innova-
tions and to force higher labor intensity. Machines that guided a
tool in a predetermined path through one or a series of operations, a

basic innovation, enabled management to substitute low-skilled machine

tenders for skilled workers. Automation eliminated many workers alto-

gethef. Assembly.line; and continuous flow processes demanded a con-
stant, high speed. Machines that systematically inspected output
quantity or .quality preSsured workers for high accuracy; And as under
scientific management, many of the changes increased labor market

competition, which strengthened management's hand in the workplace.19

Further considerations. = Braverman gavevtne impression that both
scientific management‘and mechanicai control lessened the need for
training. He lamented the loss of craft skills and workers' under-
standing of their labor process. But he did not describe training
under systematic forms of management cor analyze its function.20
Katherine Stone analyzéd training under systematic management

in "The Origins of Job Structures in the Steel Industry.” Systematic
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management in steel companies began in tﬁe 1890s as the capitalists
broke 1ocal‘af£er local of the Amalgamated Association of Iron, Steel,
and Tin Workers. Managements mechanized at an ﬁnprecedented rate and
transformed job structures by eliminating traditional skilled jobs and
many unskilled jobs and creating a group of semi-skilled workers.

Then in the first decades of the 1900s,; they created internal paths of

|

promotion from semi-skilled to skilled to foreman jobs.21

f Stone said that "the new technology diminished the skill require--

ments‘for virtually all the jobs involved in méking steel, so that
even the most difficult jobs could be learned quickly." She did not
describe the brief on-the-job training that readied workers for semi-
gkilleé;jobs. Although the average skill level in the plants dropped,
prcducfion‘reéuired mechanics and specialicsts in unmechanized pro-
cesses: Each of these @orkers needed cnly a narrow set of skills, not
the general knowledge that traditional skilled workers had possessed.
According to Stone, for a time no skilled wcrkers were Erained;
traditional skilled workers had learnad through apprenticeships
controlled by the Amalgamated Associatiorn; but the destruction of the
union ended the apprenticeship system. in the first two aecades of
the twentieth century, steel managements set up a new system forv
training skilled workers: middle level marrager s taught chosen workers
specialized skills on the job in 'short coursés' that lasted from a
few weeks to a year. Managements also trained foremen; Stone said
that "most of their training was designed to teaéh them how tokmain-
tain discipline—;techniqﬁes for handling men, developing ‘team work,'

deciding who to discharge and who to promote." And managements
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groomed college graduates for middle-management slots by rotating them
through the mill departments where they learned the shopfloor facts of
makin‘g:steel.22

v:Stone argued, in my terms, that management trained skilled
workers to insure adequate labor accuracy, and trained foremen té

enhance their authority in order to raise frontline labor speed and
accurécy.~‘
j

f Contested Terrain

Edwards classified pebple in the capitalist firm as either
capitalists4(management) or workers, but he also analyzed the role of

"workers who were foremen and supervisors. Giving reasons similar to

i

Bravefman‘s, Edwards postulated a necessity for management to coor-
_dinaté and control thé labor process. To do this, management in each
firm established a 'system of control,' which consisted of the way
three elements (that I term ‘management functions') are coordinated:

1. Direction, or a mechanism or method by which the employer
directs work tasks, specifying what needs to be done, in what
order, with what degree of precision or accuracy, and in what
period of time. , -

2. Evaluation, or a procedure whereby the employer supervises and
evaluates to correct mistakes or other failures in production,
to assess each worker's performance, and to identify individual
workers or groups of workars who are not performing work tasks
adequately.

3. Discipline, or an apparatus that the employer uses to discipline
and reward workers, in order tc elicit cooperation and enforce
compliance with the capitalist's direction of the labor process.

A system of control is similar to»thevlabo:’system concept used in
this paper. Edwards said the system of control was the same as the
social relations of production in the £ire. Yet he included means of

produétion {such as the assembly line) in the system of control when
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kthey provided direction, evaluation, or discipline as he defined the
terms. I include both means and social relations of production as
~element§ of a labor system; my directing function encompasses choosing
inputs and technologies as well as telling workers what to‘do. And I
treat tréining as a separate management function.?23

Management altered the system of control when it encountered a

[

/
"crisis of control.” The crises Edwards described became apparent as

f . .
a squ#eze on profits, a challenge mounted by an organized group of

|
workers, or both. Edwards also discussed c¢hallenges to the capitalists

as a class that centered on the legal rights of owners and the use of
state power. As in Braverman's theory, management was assumed to
i

alter the labor system to increase its control (and diminish workers'

control), presumably either to cut cests cor contain challenges.

.

Edwards's narrative revealed the possibility that measures relieving
one kind of crisis might generate the other. And he noted outcomes
that were not unambiguously harmful to wcrkers: changeé that reduced
the power of foremen sometime improved ccnditions for workers.24

As did Braverman, Edwards found one type of labor system typical
in atomistic, competitive markets and a second that accompanied the
emergence of monopoly capitalism in the U.S. Edwards called labor
systems of the first type 'simple control® and classified them as
‘entrepreneurial control' or ‘'hierarchical control.; He called those
of the second type 'structural control’ and classified them as 'tech-

nical control' or ‘bureaucratic control.'43
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Edwards argued, in my terms, that the transition from simple
to structural forms of control occurred as management of core firms
cﬁanged the four management functions primarily to increase labor
intensityvand contain challenges to its authority, and secondarily to

install constant-intensity innovations.

Entrepreneurial Control

Edwards said that during most of the nineteenth century the
typical firm's assets were owged by one or two capitaiists {or members
of their families). The firm.competed in local or regional markets
and employed up to several hundred workers. Single-handedly, or with
a few assistants, the owner-entrepreneur managed allvthe firm's affairs.
The small workforce and simple nature of production tasks made coor-
dinatiné and controlling the labor process relatively easy. The owner-
entrepreneur directed, evaluated, and disciplined informally; he gave
and reviced orders on the spot, inspected output continually, and
punished and rewarded as he saw fit. He held total power to accept
and rejecf and to hire and fire, so the necessity of pleasing him
motivated workers. On the other hand, perscnal bonds often grew in
the workplace, and woékers felt committéd to an employerkwho treated
them "fairly."zev

Edwards placed entrepreneurial control about the same time as
Braverman's artisan control, but Edwards minimized the role of auto-
nomous craftsmen. He said that most production processes were simple,
especially in manufacturing. And even for complex procésses, entre-
preneufé usually knew as much about production as the skilled

crafiswen, for many entrepreneurs began as craftsmen. Edwards
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acknowledged that skilled workers in the iron and steel industry for a
time blocked extensive mechanization and speedup, but he did not incor-

porate craft power in his model.?27

Edwards traced the saﬁe dynamic of competition, concentration,
and centralization in the U.S. economy during the late 1800s as did
Braverman. £dwards too found that the typical firm produced more
output and expanded product lines or integrated new stages éf produc-
tion into its operations, and_increésed its total employment and the
complexity of its labor process. The owner-entrepreneur could no
longer effectively coordinate and control the labor process. Labor
intensity legged, waste‘and pilferage increased, and profiﬁs»fell. To
correct tha situatién the entrepreneur appointed division heads or

departmantsy heads; they in turn appointed supervisors and foremen; and

an authcrity hierarchy ‘grew up.28

Hierarchical Control

In hierarchical control, the owner's>authority ﬁo direct,
evaluate, anrd discipline workers was delegated to middie-level managers.
Edwards founé that department heads, supervisors, and foremen'managed
the labor process in the same manner as had the owner of the small
“firm: each one éssigned tasks to workers undervhim, motivated them;
and accepted cr rejected work. Each one hgd full rights tokhire and
fire.?? |

Edwerds depicted hierarchical control as an unstable labor
system. Supervisors and foremen exercised management's authority but
they 4id not nscessarily adopt management's goals, and the divergence

of interests tended to widen as the firm grew. Thus capitalists had
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. « . increasing difficulty . . . in ensuring that foremen
would use their power in the firm's interest rather than in their
own. Foremen were notoriously unpredictable in this respect, as
the compiaints of the workers seem tc bear out. Foremen's identi-
fication with management was never assured, for they had goals of
their own quite different from those of the firm, and favoritism,
idiosyncracises, prejudice, and grudges all seemed to flourish
under this system. The result was arbitrary and personal punish-
ment and undoubtedly widespread abuse of power.

The responses of frontline workers to intolerable relations of production
y .
generaped two trends: shopfloor militancy appeared within firms and
workiﬁg class organizations gained strength across the economy. 1In
| .
the early twentieth century, management of core firms tried to contain
the challenges to their authority through welfare schemes} Taylor's

scientific management, and company unions. According to Edwards, all

these efforts failed to solve the crisis of hierarchical control.30

Further considerations.. Earlier writers called the problem of diverg-

ing interests between top and lower management ‘'organizational uncoup-
ling.' Litterer and Nelson attributed the problem and the resulting
high costs to confusion and duplicated effort caused by middle-level
managers whe bossed in their own intersts and protected their turfs.
Litterer and Nelson described changes at the turn of the century that
addressed these problems, such as éroduction and inventory control
systems and cost accounting. The changes cut costs through
constant-intensity innovations and, wost likely, through higher labor
intensity, as middle-level managers pressured workers to stay within
production schedules and allowable costsq Edwards agreed that organi-

zational uncoupling to some extent increased costs through waste and

confusion, but he impliedbthat supervisers and foremen directed in
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management's behalf to some extent because they pressed for high front-
line intensity. He identified the main ptoblem of organizational
uncoupling as the challenge generated by abusive evaluating and punish-

ing, which indirectly affected costs through disruptions and strikes.31

Technical Control
| Where teﬁhnology permitted, management regained the upper hand

through technical control, which "involves designing machinery and
planning the flow of work to ﬁinimize the problem of transforming
labor power into labor as weli as to maximize the purely physically
based possibilities for achieving efficiencies." Edwards primarily
considered the invention of entirely machine-paced or machine-performed
production, highlighting this as the key to management powet, in con-
trast to Braverman, whqQ postulated that mechanization had continuously
eroded workers' control.32

Under technical control, the speed and layout of the machines
aﬁtomatically ordered and paced work tasks, directing precisely as
management intended. This marked the beginning of structural control
because thé fanction of directing labor was embedded in the physical
arrangement or structﬂre of the machinefy.’ Technical control diminished
foremen's and supervisors' responsibility and discretion to direct; to
an’extent, the machinery directed them too.33

Technical control also affected evaluation and discipline. 1In
the case of auto assembly, Ford's installation of a moving line meant
that "inspecticn and evaluation of each worker's performance was

relatively simgple; generally either the part had been added to the
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product or it had not." Management, ﬁhrough the foremen, eﬁforced a
rapid pace and high precision through liberal use of punishments.
Arbitrgiiness and favoritism still flourished, but management curbed
foremen's and supervisors' power to punish as their directing responsi-
bilities diminished. And because the line, not the foremen, set the
pace,

i
!

struggle between workers and bosses over the transformation of
labor power into labor was no longer a simple and direct personal
cobfrontation; now the conflict was mediated by the production
technology itself. . . . [Tlhe line eliminated "obstrusive fore-
manship, " that is, close supervision where the foreman simul-
taneously directed production, inspected and approved work, and
disciplined workers.

Edwards mentioned that technical control often involved replacement of
worker# by machines and substitution of locw-skilled for high-skilled

|

workers, but he seemed to attach secondarv importance to sucﬁ means of
cuttiné costs.34 ‘

Technical control merely displaced the conflict between Qorkers
and management, according to Edwards. The relentless péce of the
machinery, backed by repressive punishments, eventually sparked a
massive worker response. The most vivid challenges arose in auto

assembly plants during the 1930s: workers threw the switches and sat

down, openly defying management.35

Bureaucratic Control

Not until the post-1945 period did capitalists find a promis-
ing new way to manage the labor process, kdwards maintained. He

defined the new labor system as follows:



Bureaucratic control, like technical control, differs from the
simple forms of control in that it grows out of the formal
structure of the firm, rather than simply emanating from the
personal relationships between workers and bosses. But while
technical control is embedded in the physical and technological
aspects of production and is built into the design of machines and
the industrial architecture of the plant, bureaucratic control is
embedded in the social and organizational structure of the firm
and is built into job categories, work rules, promotion procedures,
discipline, wage scales, definitions of responsibilities, and the
like. i
In bureaucratic control, written descriptions'épecified the duties of
each job, including jobs of foremen, supervisors and managers. Work
rules defined the limits of acceptable behavior. Middle-level managers
bossed workers according to formal directives of top management, which
limited their discretion. Direction under bureaucratic control
ressembled direction under scientific management as Braverman described
it.36
Bureaucratic control also formalized evaluation and disciplire.
Written procedures and the job descriptions for middle-level managers
stated the manner and form in which these: activities should be done,
In general, supervisors were to judge how well workers fulfilled their
job descriptions and followed the work rules. A wage scale determined
the entry rate for each job. Supervisors could award pre-set wage
increases and promotions to good workers. Supervisors should first
warn and then dismiss workers for "misbehavior" and poor performance.
Edwards emphasized that bureaucratic control did not rely solely on
punishments to enforce labor speed, accuracy, and deportment. Manage-

ment also institutionalized positive incentives: job security and

possibilities for good evaluations, step increases, promotions.37
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Edwards said managements of the first core corporations to
adopt bureaucratic control wanted to contain challenges. \Eh some
cases management hoped to forestall unionization, in other cases "to
regain some of its lost initiative" after a union gained representa-
tionArights. Formal procedures for evaluating, rewarding, and punish-
ing checked the harsh, capricious actions of middle-level managers '
that caused the crisis of control. Formalization damped the worker-
foreman conflict generated by hierarchical control and the workfeorce-
top managemeht conflict that arose in technical control. Bureaucratic
control used relatively little coercion in transforming labor power
into labor because it obtained voluntary compliance through two
mechanisms. First, the clearly-specified division of labor and jcb
descriptions and training in rules and‘procedures established a
"presumption of what cénstitutes a 'fair day's work.'" Secornd,
incentives that rewarded hard work and correct behavio; induced
voluntary increases ih labor effort.38

At another point, Edwards identified a different crisis of
control that developed in firms with large hon—production staffs and
prompted the transition to bureaucratic control. "Here the probiem
was not overt opposition from workers, but rather the need tc recrganize
once-elite workers into less costly but still deVoted-employeesu“ But
in most firmns technical control on;y partly solved the problem. There-
fore, managements of the firms must have intended bureaucratic control--
or some aspects of it--to cut cbsts as well as contain challenges.
Edwards's explanation of the mechanism by which bureauciatic controi

cut costs is problematic, however. 1If a firm's management simultaneously
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formalized direction, evaluation, and discipline hoping to cut costs
and contain challenges, then it must have desired to increége‘labor
intensity no more than the amount that workers would voluntarily give.

This is unlikely because, as Edwards said, "for the capitalist it is

true without limit that the more work he can wring out of the labor

power he has purchased, the more goods will be produced; and they wifl
be produced without any increased wage costs. "39

I sketch a modified explanation of the transition to bureau-
cratic control, which distinguishes changes to cut costs from changes
to contain challenges, and which is consistent with Edwards statement
that "in most firms [bureaucratic control] did not necessitate a sharp
break with past practice. Rather, the new procedures were introduced
piecemeal, more in response to actual probiems than as pait of a
master pian."40 )

Management of the core firm formalized the directing function
and the assessment of department labor processes around the turn of
the century primarily‘to cut costs. It installed type B constant-
intensity innovations in d;recting to reduce the average wage (as
described by Braverman) and systematic asséssment of department labor
processes to increase labor intensity (as implied by Litterer and
Nelson) as well as gpther constant-intensity innovations. It also
codified the‘division of labor and‘job'descriptions to establish the
presumption of an adequate day's work (in line with Edwards's
reasoning).41 |

Formalization of the directing function and the concur;ent

push for higher labor intensity caused frontline challenges because
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middle-level managers, under pressure from top management, resorted to
harsh and arbitrary inspecting, evaluation, and punisﬁing.

“ Formalization of the evaluation and rewarding and punishing
functions occurred to contain actual or potential challenges to top
management's authority. The new structures incorporated positive
incentives to motivate high voluntary intensity.  But in many cases

eontaining challenges required a reduction in expected labor intensity.



CHAPTER Iv

THE MODEL AND THE THESIS

In this chapter I formally present the framework I use in the
study. Then, after listing my sources of evidence, I restate the

main and secondary theses in terms of the framework.

The Framework for Analysis

To create a framework for analyzing Children's labor process,
I first state assumptions about the hospital's output and markets.
The assumptions are based on evidence described in chapter 1, and
as I showed in chapter 2, conventional economic studles of nonproflt
hospitals support my assumptions.

Secora, I specify the labor systems model of the production
précess. A central component of the model is a cla551f1cat;on of
productlﬁn activities at Children's that borrows heavily from the

models in chapter 3.

Other elements of the labor systems model include assumptions

about (a) the location of authority to make and enforce production
decisions, (b) the objéctives of groups engaged in production, and
(c) the ways they meet their objectives. Hy assumptions are based
on evidence described in chapters 1, 6, 7, and 8. Many cof the assump-

tions find support in the literature reviewed in chapters 2 and 3.

65
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Assumptions about the Hospital's OQOutput and Markets

Output. This paper analyzes production in départments of Children's
Charity Hospital that (a) employed non-physician labor power and

(b) came under the jurisdiction of the managers and executive committee
as provided by law and in the hospital by-laws. These departments are
groned into foﬁr categories: hotel services departmenfs, business
departments, primary services departments, and medical support services
departments. Table 4 lists thé functional areas included in each cate-
gory. A functional area on the list is defined to be a 'department'
whether or nbt officially so titled.

The cutput of Children's Charity Hospital with which the paper
is concerned will be called a ‘hospital day' and will be designated
‘Hy' for t = 1947, 1948, . . ., 1978. Hy is defined as a vector
(X1¢s X3¢, - - .+ Xpt) such that the ith element, xjt for i =1, . . ., m,
measures the intermediate goods and services produced per adjusted
patient day by the ith department (among the m hotel services, busi—
ness, priﬁary services, and medical support services departments)
during time poriod t. The size of xj4 will be termed the 'service
intensity' ot departme%t i in time period t. Service intensity of a
hoépitél day is séid to increase if at least one element of Hiyy is
greater than the corresponding element of Hy and none is smaller.li

I assume that the service intensity of Hy was an exogenous
variable for the managers and executive committee at Children's and
that it was determined by the medical staff, who raised it over time in

the bzlief that the quality of care (and physicians' income and status)
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TABLE 4
DEPARTMENTS THAT PRODUCED A HOSPITAL DAY AT CHILDREN'S

Department Intermediate Output

Hotel Services

Dietary Meals served
Housekeeping (environmental health :
services) Building square feet
Laundry and linen Clean pounds
Maintenance and engineering Building square feet
/ Business
L
Administration Total employment
Admitting Number admissions
Personnel Total employment
Financial offices Admissions plus employment

i Primary Services

!

Anesthesiology Man minutes
Operating and recovery rooms ; Minor and major cases
Radiology ¢ X-ray performed
Laboratories, blood bank, pathology Test run

ERG : Exams done

EEG ‘ - Exams done
Physical therapy : Patient minutes
Respiratory therapy Patient hours
Occupational therapy Patient minutes
Outpatient clinics ’ Visits
Emergency room Visits

Floor nursing and nursing education Patient days

Medical Support Services

Purchasing Requisition costs
Pharmacy ’ ; ' Blue book cost
Medical records Pages
Medical library ' Books plus journals
Social services . Visits
Sterile processing and dlstrlbutlon ‘ v

{central supply) :  Requisition cost
Biomedical engineering v work orders

NOTE: Adapted from Richard A. Elnicki; "Effect of Phase II Price
Controls on Hospital Service," Health Services Research 7 (Summer 1972):
108, 109; and "Hospital Productivity, Scrvice Intensity, and Costs,"
Health Services Research 9 (Winter 1374):371, 278.
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would rise with the number of preventive, diagnostic, treatment, and
rehabilitative proéedures per patient day.2

I assume the maximum possible service intensity of each depart-
ment during time period t varied directly with the department's 'com-
plexity,' which is defined as a department characteristic that
increased with the amount and newness of equipment, the number and
skill-levels of its workers, and the amount and variety of supplies
used in a production period. The number and complexity of departments

at Children's in time period t thus placed a ceiling on the service

intensity of a hospital day, which will be designated Hi* = (xj¢*,

xzt*' .« . ‘ . th*) -

Demand for hospital days; price ceiling. The distance from the origin

and the slope of the depand curve for hospital days at Children's
depended on meny factors including the average family‘income in the
Hudson area, the population covered by private insurance or eligible
for public heaith benefits, and the incidence of diéease. 1 assume
that dufin§ the period under study two variables caused significant
changes in Children's demand: the service intensity ceiling on output
and demographic trendsiin the Hudson metfopolitan area. J-also assume.
that the price cf Hy affected the quantity demanded in any production
period.

Service_intensity ceiling and demand. Holding price of Chil-

dren's output constant relative to the average price of output at all
Hudson area huspitals and in the absence of population shifts, I assume

that demand was positively related over time to the size of Children's
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medical staff, its professional prestige, and the number of admissions
per physician. I assume the last three factors véried directly with
(a) the service intensity ceiling, Hi*, and (b) the maximum service
intensity of output from independent departﬁents and facilities at'the
hospital.3 (Recall that for every time period the service intensity
ceiling of a hospital day depended on the number and complexity of the
departments that produced hotel services, business services, primary
services, and medical support services.) Because physicians desired to
raise the serviée intensity of Hy over time, a higher limit on the
number and §ssortment of intermediate outputs they could order attracted
pediatriéizﬁs and specialists to Children's. They in turn brought
patients. |

- More precisely, I assume (holding other variables fixed)  that
if the service intensit} ceiling on output from departments and inde-
pendent‘facilities at Children's rose less than the average rise for
all hospitals in the Hudson metropolitan area, demand at all prices de-
creased from t to t+l for all t; if Children's service intensity

ceiling increased more than the area average, demand shifted out over

time. ;

Demographic trends and demand. Holding price and service
intensity ceiling for Children's output constant‘relative to the average
price and service intensity ceiling for output at all Hudson area hos-
pitals, I assume that demand varied inversely over time with the ratic
of the suburkan Hudson population to the central city population. This
relatienship stemmed from the preferences of parents and doctors and

the increase in suburban pediatric beds. 1In the absence of counter-
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acting forces, Children's demand curve tended to shift baef in response
to demographic trends between 1947 and 1978. | \\“\

I assume that to offset the effect of the demographic shift the
service intensity ceiling at Children's hed io increase from period t
to t+l1 by an amount d4 greater than the average increase in the service
intensity ceiling at all Hudson area hospitals. The guantity d¢ depe;ded
on the average increase in the service intensity ceiling for all short-
term, general hospitals in the U.S. and the difference between the

national and the Hudson area averages.

Price and quantity demanded. I define the price, Pg, of a

hospital day as the sum of the quantities (xi¢ ° pj¢) over all i for
i=1, . . ., m where pjt is the price of the intermediate output thac
measures service intensity in department i. . (The price of an inter-
mediate output in a hos;ital is usually calied‘a 'charge. ')

I assume that the quantity of Hy demanded in time period t
varied inQersely with the’price of Hy. Hospitalization insurance did
not cover all hospitalicharges{ substitutes for care at Children's
existed; physicians showed some sensitivity to parents' finances.
Therefore, the quantity of hospital days demanded at Children's
responded to changes in price even though the areawide demand’for

pediatric hospital days was probably much more inelastic.

Qutput price ceiling. Hospital days for children covered by

welfare programs were reimbursed at rates the area governments legis-
lated, no matter what price the hospital set. I assume that in addition
/

to this effective price ceiling for government-subsidized care (which

automatically adjusted to costes after the enactment of Medicaid),



71

public opinion imposed’a ceiling on the price of é hospital day at
Children's, which in any production period equaled the la;aér‘pf (a)
the average price of avcomparable hospital day at other area‘hospitals,
or (b) the cost of producing a hospital day when Children's occupancy
rate was 80 percent plus a markup calculated so that net revenues from
insured and self—paying patieﬁts would, at 80 percent occupancy, be l
expected to offset the loss from government-subsidized patients. The

assumption of a price ceiling is further discussed in the section on

gifts below.

Factor markets. I assume that Children's Charity Hospital was a price-

taker in markets for all non-labor inputs.

The hospital exercised limited market power in area labor
markets. Positions comparable to most of the jobs at Childrén's could
bé found in other area hospitals and in non-hospital institutions;
supply and demand for labor power with the minimum necessary skills set
area éntry-level rates for the jobs.%

I consider thelarea entry-level wage for each job as a band of
hourly rates. 1 assum; Children's could pay any raﬁe within the band
and obtain an adequate supply of labor power, but at rates near the low
edge of the band more workers quit in each peribd of production.

- The hospital had more control over.wagé rates for jobs unique-
to Children's or jobs entered only'thropgh internal promotion, although
the rates were affected by average area rates fof'jobs of éimilar

skills.
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Gift Income. Children's Charity Hospital relied on charitable contri-
butions (or 'gifts') to cover free care to indigént patiéggé and to
fund new plant, renovaﬁions, and equipment purchases. I assume that
gift income depended on Children's "public relations" effort, i?s
medical and research facilities (that is, the service intensity éeiling
on Hy and I4), and its reputation as a humane institution. I assumeg
the hospital's managers and board could manipulate the variables to
increase gift income but, over the long run, less than in proportion
with the.rise in operating expenses. I assume‘the hospital cculd apply
gifts towards operating or capital expenditures.

Criticisms of price hikes in the news media and governmeni
forums was an effective sanction against them because it marred Chil-
dren's reputation. I assume that if Children's was operating at &
surplus, a price increése would provoke strident criticism, discourage

benefactors, reduce gift income, and actually worsen the financial

picture.

Assumptions about the Actors in the Production Process

Three levels of authority. I classify the people (excluding physicians;

who managed and worked in Children's hotel services,'buéiness, primary
services, and medical support services departments into three groups
accbrding to their relative authority to organize production: top
management, department heads, and frontline workers.

'Top management' at Children's is defined as the group that
enjoyed fiﬁal authority to organize production. - Since the hospital by~ "’

laws at the time vested this power with the medical director, the



administrator, and the executive committee of the board, I assume they
constituted top management.5 Rules that gave power to Chiiarep's top
management at the same time denied others the right to participate in
organizing production--other people who worked at the hospital and
other members of the Hudson community.

'Department heads' are defined as paid workers at the hospitaf
who by top management delegation and subject to top management approval
held substantial authority over production in a department. During the
1947 to 1978 period, Children's top management conferred on each of a
group of workers, through rules and common practice, authority to
organize production in one of the departments listed in table 4 (see
page 67). I assume the people in‘charge of the departments were depart-
ment heads, and.include in this group assistant department heads and
other middle-level managers who held subs;antial authority.

'Frontline workers' are defined asfpaid workers who held no
rights, or trivial rights, to organize the production process. 1In
taking work at Children's, frontline workers sold théir capacity to
labor; they relinquishéd to top management and its designees the right

to organize their own labor.

Personal goals and production objectives. I assume managers and workers
at Children's acted to fulfill personal economic goals, and all pursued
similar goals. 1In general, each person pléced his or her goals higher
than others' goals and felt injustices to himself or herself more
sharply than to others. I generalize the personalleconomic goals as

/
follows: financial security and improvement; pay, benefits, and working



conditions equal to those for compafable Qositions in the Hudson metro-
politan area; a manageable workload and pleasant work relgfion§hips;
and a sense of Qorth or dignity.6

I assume that in their daily labor people sought objectives in
line with their personal goals, that everyone in a group had similar |
production objectives, but that the objectives of the three groups
differed. Similar personal goals translated into different production
objectives because authority, or lack of it, constrained workplace
opportunities. A person's options depended on whether he or she was

authorized to formulate, modify, or simply obey production plans.7

Production objectives of top management.

Long-run objectives. I assume that during the 1947 to 1978

period, Children's top panagement pursued the long-run objective of
medical accumulation. The hospital's accumulation process during an
interval of time is defined as ‘medical accumulation' if, for all t
during the interval, Hi* (the ceiling value on the service intensity of
a hospital day) was gréater than Hy_3*, or if I* (the ceiling value on
the service intensity éf output from independent departments and facil-
ities) was greater than Iy_3*, or if both conditions obtained.

Top managers, responsible for the hospital's success, viewed.
medical accumulation as a defensive and offensive marketing strategy, a
means to protect and promote the hospital’'s and their own prestige and
cash flows. They believed the si;e of the medical staff, its profes-
sional renown, and admissions per phy#ician would all rise if the

service intensity ceiling rose. They concluded, and the board
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concurred, that medical accumulation would revive and invigorate lag-
ging demand and stabilize finances.

In order to continually boost the service intensity ceiling,
top manégement and the board organized the accumulation process ever
intent fo increase the number and complexity of hospital departments
and facilities, thai is, ever intent to house, equip, and staff new
departégnts and facilities and re-equip and re-staff (perhaps through
retraiﬁing)‘existing ones. Medical accumulation entailed incessant
growtﬂ in the total value of Children's physical plant, moveable assets,
operatiﬁg funds, and fund balances--the hospital's capital. And when
the mérket deteriorated or the national rate of medical accumulation
iose, H;essure intensified. A drive for medical accumulation motivated
Childrén's top management and board, a drive essentially identical to
that m&tivating owners vafor—profit firms--the drive to accumulate

capital.8

Shorter-run objectives of top management. I assume that one

production objective of Children's top management in time period t, for
all t = 1947, 1948, . . ., 1978, was minimizing the out-of-pocket oper-
ating loss--or, more optimistically, maximizing cash flow. Defensively,
top management wanted»to prevent bankruptcy and offensively, to gen-
erate funds for medical accumulation.

I assume top management attacked the operating loss during all
production periéds primarily by minimizing the cost of producing a
hospital aéy, H¢, subject to the composition of Hy set by the medical
staff. Top management orgahized productien to minimize the unit costs

of the -intermediate outputs which composed Hiy: goods and services
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produced in the hotel services, business, primary services, and medical
support services departments. Further, I assume cost-minimization
revealéd itself as a drive to reduce the unit costs of intermediate
outputs‘from one production period to the next.9

The pressure for cost minimization derived from the market
constraints--price-sensitive demand, a price ceiling, and a suburban
populaéion shift--as follows: I assume that top management set P¢, the
price bf Hy, at the price ceiling defined above (see page 70), but did
not lgwer price if costs decreased. I assume the hospitél produced the
number of hospital days demanded, up to capacity. The ceiling pre-
vented top management from increasing price if occupancy fell below 80
be:cen;g it could, on the other hand, pass through cost increases
caused by higher input prices or an increase in service intensity of
He. 10 '
If the cost of producing Ht‘at 80 percent occupancy equaled or
exceeded the average area price of a comgarable.hospital'day, total
revenues equaled total costs when Children®s reached 86 percent’occu-
pancy. The hospitalvshowed an operating surplus for higher rates of
occupancy and (unless costs could be reducad) a deficit for lower rates.
Thus the pressure for cost cutting mounted as competition quickened.

Every incremental reduction in costs added to cash flow, im-
proved shortqrun‘finances, and freed funds fur medical accumulation.
Top management's desire to cut costs had no inirinsic limits; it was
constrained only by exterhal factcors--mechanical and chemical properties
of inputs, legal restrictions, social custom, and limits set by the

hospital workforce.
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Children's cost-conscious management overhauled production
techniques; sampled brands of medical, cleaning, and office supplies;
and redrew lines of authdrity. With unilateral authority, top manage-
ment couid fashion all kinds of cost-cutting changes. It is useful to
classify specific changes into four methods acco;ding to the variable
that was key to reduction. I assume the changes aimed to accomplish
one or more of the following: increase labor speed;'increase labor
accﬁracy; reduce constant-intensity costs through innovation; and reduce
constant-intensity costs through price-induced input substitution. 1I
define a ‘constant-intensity’ éhange as one that maintains the existing
speed and accuracy of labor.

I define the methods to reduce (or contain) unit costs of inter-
-mediate output as follows:

1. Increase labor speed: increase the pace of work and accord-
ingly the anrounit of labor that frontline workers or department heads or
both expernd during each paid hour they are at work (holding constant:
(a) levels of labor skill and accuracy and (b) non-labor inputs per
unit of aufput}* As labor speed increaseé, quantity produced of an
intermediate cutput increases per hour of labor power purchased, so
unit costs decrease. | |

2. Yncrease labor accuracy: increase the degree to which
frontline workers, and, when they are performing non-supervisory
activities, department heads conform to the directives of top manage-
ment (holéing constant: (a) levels of labor skill and speed and . (b)
non-labor inpuhs per unit of output). As labor accuraéy increases,

- usable guantity of an intermediate output increases per hour‘of labor-

power purchasced, so unit costs decrease.
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3. Reduce constant-intensity costs through innovation: incor-
porate different machines, materials, procedures, divisioﬁs of labor, -
authority structures, or combinations of the above into the production
process of an intermediate output such that output quantity increases
at a constant expenditure for inputs (holding constant: labor intensity
and  input prices).ll

4. Reduce constant-intensity costs through price-induced input
substitution: substitute an input that has become relatively cheap for
another input in response to a change in their relative prices (at
constant levels of labor intensity).

Top management was most concerned with the speed and accuracy
of frontline labor, but it took an interest in worker deportment that
affected speed and accuracy. ‘Deportment' is defined as the general
character of behavior a%art from labor intensity. It encompaéées
bearing towards co-workers and supervisors, punctuality and attendance,
obediance.of rules, and attitude towards authority.

- Many different sorts of changes in the organization of produc-~
tion fall inte the category of constant-intensity innovations. I
define two types that were of special consequencé to frontline workers
at Children's. 'Type A' constant-intensity innovationsvwere those that
reduced‘the labor time workers needed to spend in producing a given
amount of an intefmediate output but that kept‘skill levelé and, there-
fore, hourly labor costs constant. Machines that facilitated work
without eliminating skills or plant lay-outs that improved transport
were type A'iﬁnovations. 'Type B' constant-intensity innovations wére

 those that reduced the average skill level and thus the hourly labor
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costs of workers who produced a constant amount of an intermediate
ogtput during‘a constant length of time. Type B innovations relied on
cheapening the hospital workforce fcllowing the principle emphasized by
Charles Babbage. Reassignment of duties such that workers, on average,
performed tasks of a narrower range or simpler nature was a Type B
inn‘ovation.12

Few constant-intensity innovations, of éourse, were purely type
A or type B, and these two categories do not cover all forms that
constant-intensity innovations took.

éost-cutting through any of the methods entailed changing the
organization of production. It follows from my assumptions that cer-
tain differences in the organization of production at Children's
Charity Hospital between a particular production period and an earlier
one can be explained as‘changes to reduce (or contain) unit costs of
intermediate ountputs; and thai each such changé can be classified
according to the cost-cutting method or methods itfinvolved.

The c¢cntinual rise in the service intensity of a hospital day
alsc led tco production modifications. Therefore, I assume certain dif-
ferences in Children‘q organization of production between a particular
production period and an earlier one can be explained as changes to
provide a hospital day with the required characteristics, which I will
term changes to 'respond to product market conditions.' In xesponding
to market conditions top management still minimized unit costs, but in
the face of the new constraints.

Individual top managers could sometimes alter the labor process

to achiev? théir personal economic goals if the change fulfilled, or
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did not conflict with, the objectives of tcp management as a whole. I

~

assume that this factor enters into the explanation of cerééin changes
during the period.

The labor process and management objectives. The 'labor pro-

cess' at Children's is defined as the hospital production process
described in terms of those features that affected or caused the intér-
action of labor with other inputs in production or, stated differently,
in terms of those features that figured in transfofming labor power
into labor. From the definitions of the 1abor'process and of the three
groups at Children's, it follows that authority for érganizing the
labor process of all groups resided with top management.

To discuss hospital production as a labor process isolates and
emphasizes a particular aspect of management activitiés and the causes
and effects of manageméht decisions. The labor process was the most
problematic aspect of production for Children's top management. There
was the sheer amount of labor power: virtually all intermediate goods -
embodied labor and, bygdefinition, all intermediate services did. Labor
costs constituted a large ghare of total costs. In December 1958, for
example, salaries and wages accounted for 68 percent of»expenditures.l3

As significant io top management as the amount of labor power
was its behavior in production. All inputs required coordination ard
all aspects of production attention if Children's was to stay in basi-
ness. But no other input was self-propelled: ' top managemen£ needed to
motivate workers to follow its aiétates about labor tasks, speed, and
/

accuracy. All inputs could be manipulated to yield greater output (or

different output), which reduced the costs (or changed the composition)
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of a hospital day. But no other input had its own production objectives.
No other could have its objectives thwarted.  No other input (except,
perhaps§ the monkeys in the research center) could suffer, and only
workers‘resisted management manipulation. As Children's top management
organized production to meet its objectives, it inevitably focused on

the labor process.

i

/ .
| For frontline workers and department heads the labor process

f

l

‘was allso paramount. Its parameters cast their roles and set their work
. , .
i
environment, their pay, and their chances to advance. Technical and
" social devices coordinated, motivated, and if necessary coerced them to

combine their labor with other inputs. Devices of the labor process
i

became, at the same time, devices workers used or maneuvered around to

reach. their economic goals.

4

Production objectives of frontline workers. Personal economic goals of

ftonﬁline workers‘at Childreh‘s differed élightly from goals of top
managers, bup workers took an alterhate, circuitous route to their
destination. The question was never asked: How did frontline workers,
the majority of people iﬁ the workplace, think the labor process should
be organized to best meet their goals? In return for the meagre secur-
ity of employment at Children's, frontlina workers forfeited rights to
organize their labor process. I assume they accepted management's
rights in principle, but not all management decisions that undercut
their goals. Frontline workers never abardoned the goals; these they
took into the workplace to fulfill as best they could.

Changes in the producticn proce;S that furthered management's

objectives usually affected the pursuit of frontline goals. Innova-
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tions in machines, supplies, and techniques altered physical conditions
and the use of human skills; decisions concerning labor speed and |
aecuracy affected frontline workloads; new authority lines transformed
werking relationships; decisions concerning pay, discipline, and promo-
tions affected opportunities for security, dignity, and advancement.

Frontline workers were indifferent to some changes in the labor
process and welcomed others. When management plans furthered frontline
workers' goals, they could obey orders enthusiastically.

Changes that cut production costs could easily hamper frontline
workers, since cost-cutting hinged on the séeed, accuracy, and skills
of frontline labor. When management decisions hurt them, frontline
workers tried to modify or dampen the impactQ They used whatever
strategies thzy thought feasible and fruitful. Common approaches Qere
te ebey maragement only‘as necessary to keep the job, ask for changes,
quit; or comuine with o#her workeis £b demand or agiﬁate for change.
Perpetual cost-cutting at Children's occurred with little'reéard for

workers and created a possibility--even a likelihood--of tension.l4

Production cbijectives of department heads. Children's department heads

manned an ambiguous station: they were workers‘yet held certain author-
ity in production. 1I-assume that department heads (perhaps even more
strenuously than frontline workers) pursued personal goals at work by
seizing the opportunities and avoiding the pitfalls of their office.

The production bbjectives of a department head to an extent
mimicked top management's because his or her economic well-being was
related to the department's size and complexity, and medical accumula-

tion oftern. boosted both. Department heads who hoped to join top
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management's ranks were especially disposed to adopt management's
objectives as their own.15

$till, the fortunes of department heads were fied up with front-
line foQtunes. Some changes$ that furthered top management's short-run
objectives worsened the work situation or the status of department
heads gé well as frontline workers. Cther changes put them in a bind
becausé they enacted top management's decisions so they faced angry

f .

workeﬂé first.
]

1

Department heads used all'the'strategies that frontline workers
used to modify adverse»decisions by top manégement- In addition, they
sometimes could alter the labor process in their departments to reach
ﬁersonél eccnomic goals that furthered, or did not conflict with, top -
manageﬁent objectives. From their perch of relatively high authority,

both the rewards of coﬁpliance with tcp manacement and the risks of

challenge loomed larger to them than to frontline workex:s.l6

Conflict in the labor process. 1In the context of unequal authority,

pressure for medical accumulation generated tensions in Children's
labor process. Production objectives often clashed and conflict among
groups erupted. Conflict showed many faces: resistance without con-
frontation, manipulation,‘coerciong chtallenge, and summary termination.

Wher frontline workers balked at changes in labor tasks, speed,
or accuracy, éteps to enforce the chang2s can be termed manipulation or
coércion. And if frontline workers bandeé together énd made demands,
conflict can be termed ‘challenge to top management authority.' |

I assume that ih response to structural antagonisms among the

groups, top management tried to ccordinate, motivate, and coerce
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workers so as to (a) prevent them from challenging its decisions,
weakening its authority, and disrupting production, and (b) resolve
unavoidgble challenges in its interests. I term changes made to
éccbmplish this édditional top management objective changes to 'contain
challenges to top management's authority in production.' It follows

that ce;tain differences in the labor process between a particular

t

/
production period and an earlier one can be explained as changes to

contain worker challenges.
f

/
i

The Labor System at Children's Charity Hospital -

The labor system and the four management functicns. I define the 'labor

éystem';at'Children's as the system chosen to organize the labor pro-
cess iﬁ a production period--that is, the totality of practices; rules;
mechanical; biological,‘and cheﬁical processes; and social and material
struct&;es by means of thch the labor process occurred consistently
and réliably; It is useful to divide top managément's activities in
setting up a labor system into four categories: directing the labor
process; inspecting butput and evaluating performance; rewarding and
punishing workers; and training workers. T refer to the categories as
‘management functionsf because each was, in a sense, a required role
top management played (or.cast department heads to play) to reach its
prbduction objectives.

pr manageﬁent performed the 'directing function' as it selected
types and proportions of labor and non-labor inputs and the sequence,
manner, speed, and accuracy for combining tiiem (or 'planned');

delegated authority to plan; told workers how to follow its plans (or
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'bossed' them); and delegated authority for inspecting outputs, and for
bossing, evaluating, rewarding, and punishing workers.

Top management performed the 'inspecting and evaluating func-
tion' as it checked the quantity and quality of intermediate outputs;
assessed department operations; and determined whether frontline workers
and department heads followed directives.

| Tép manégement performed the ‘rewarding and punishing function'
as it gave compliments, payments, benefits, ahd promotions and meted
out threats and demotions to better motivate, manipulate, or coerce
workers to follow directives.

And top management performed the 'training function' as it
taugbt frontlinefworkers and department heads job-related technical
skills and prcduction procedures; taught department heads skills for
per forming management functions; and indoctrinated workeré in both
groups to the objectives and rules of top management.

Frontline workers and department heads at Children's engaged in
four sorts «f activities that corresponded to the four management func-
tions. In addition to combining their labor with other labor and non-
labor inputs, they participated (sometimes passively) in inspecting and

; v
evaluating, rewarding and punishing, and learning and teaching. Workers
performed all the activities at top management's prerocative. Every
change irn. the labor system was initiated by top’management or shbject
to its approval, so every change in the labor process of froﬁtline
workers or department heads corresponded to a change in a management

function.
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This paper terms a change in the labor system é change in the
corresponding management function. To structure the examination of
Cgildren's labor system I use the categories of management functions
and analyze the following components: (a) top management's decisions
and actions, (b) the ?esulting input combinations, procedures, rules,
and.structﬁres of the labor system, and‘(c) the production activities

of workers.l7

‘Social relations and means of production in the labor system. The

'social relations of.productidn' at Children's Charity Hospital are
defined 2s the characteristic human relations at the hospitaln-relafions
of rank egqualityv, affiliation, dominance,‘antagonism, and so forth--that
deriveé from the practices, rules, and structures of the labor system.

United States property law pertaining to non—préfit corpora-
ticns gave the trustees of the hospital's capital rights over the labor
process that were almost identical to the rights of owners of for-
profit firms. Property law created the broad social relations of
production between the two groups: owners of capital--wage laborers.
. Based on the rights inherent in this macroeconomic social relation,
Children's tép manageﬁent initiated the practices, rules, and struc-
tures that created social relations of production at the hospital,
ﬁhich can be considered microeconomic social relations.l8

The 'means of production' at Childfen's Charity Hospital are
defined as the non-labor and labor inputs used ih prbduction and the
mechanical, biclogical, and chemical processes that comprise their

productive com’:;ination.19 United States property law and the broad
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capitalist social relations protected top management's rights to select
the means of production.

: Té adapt tovproduct and factor market coﬁditions, to reduce
costs of préduction through constant-intensity innovation or higher
labor intensity, and to contain challenges to its authority, Children's
top management synchronized these dual ievels of control. Management
shaped social relations to reinforce its decisions about the means of
production. And in choosing means of production, it never neglected to
consider the effect on social relations and the transformation of labor
power into labor.

This psper makes the concepts of management functions the key-
stones of analysis. I have postulated that top management set up a
labor system that accomplished the functions by making rules, setting
up decision-making struc¢tures, and choosing means of production. In sé
doing, top management created Children's social relations of produc-
tion. Although the terms 'social relaﬁions of production' and 'means
of producticn® appear infrequently in the analysis, the concepts they

name are central to it.

Explanaticne for changes in the labor system. I listed five objectives

that might stimulate changes in the organization of production:
increase labor speed, increase labor accuracy, reduce constant-
intensity coccts through innovation, reduce constant-intensity costs
through pric=--induced input substitution,.or respond to product market
conditions. T assume the five serve as possible explanations for

changes ir the labor system--or what is the same thing, changes in the
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management functions--because a change in the labor system by defini-
tidn changed the organization of production.

I assumed a sixth possible explanation for changes in the labor
system: to ccntain challenges to management's authority in production.

I assume the explanation for any change in Children's labor
system between 1947 and 1978 is subsumed under one or more of the six.
Stated differently: six factors determined the social felations of
'production.and means of production through which the management func-
tions at Children's. occurred.

The explanations are not necessarily exclusive or non-conflicting.
That is, the factors could "expléin" a change in a management function
{or complementary changes in more thaﬁ one function) in a nqmber of
ways. Fdr exampie: |

1. a change might be explained by a single of top management's
objectives;
| 2.  a change top management initially made to attain a single
of the ohjectives might open opportunities for subsequent changes to
achieve other objectives;

3. & change might be explained by tﬁo or more cobjectives act-

I

ing in concert; or |

4.'»a‘change might conflict with one objective but aim to

alleviate a crisis involving another.

The Evidence

The modal  identifies six explanations for change in Children's

~labor systam. %o assess the historical importance of the explanations,
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I used‘the deel to analyze two kinds of primary sources: hospital
documents and oral work histories of hospital workers.

The documehts from Children's archives included: minutes from
board, executive committee, and department head meetings; annual reports{
financial statements and special financial reports; reports to the
board from the administrator and the director; and reports by outside
consultants.

Work histories were obtained from six frontline workers and one
department head in the housekeeping department and one frontline worker
in the dietary department. Each Structured, taped interview lasted
from forty-five minutes to two hours. I asked for first-hand informa-
tion atout production activities, equipment, supplies, social relations,

and the worker's reactions to the labor system.

LY

Significance of the Six Explanations for Labor System Change

My'ﬁain thesis is that changes between 1947 and 1978 in fhe
four management functions in Children's hotel se:vices, business, pri-
méry services, and medical support services departments are explained
by-~were rcsused and shaped by--six factors. AThe significahce ascribed

|

to each factor follows.?20

The Product Market

Changes in demand for hospital days, or more realistically,
medical staff crders that increased service intensity of a hospital
day, dictated a number of changes'in the directing function and corre-

sponding changes in the inspecting and evaluating function. Some of
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the changes in the directing function allowed subsequent constant-
intensity innovations and changes that increased labor intensity.

- More generally, competition in the product market underlay (but
did not dictate the form of) most changes inAthe labor system: ‘it
generated the drive for medical accumulation, influenced the timing and
extremity of cost-reducing measures, and, since certain cost-reducing

changes raised workers' ire, presaged steps to contain challenges.

Constant~Intensity Innovations

A drive for constant—idtensity innovation propelled changes in
the directing function throughout the period and explained a few
change5~in the cother functions. Many innovations cut production costs
of intermediate outputs at least in part by reducingbthe average skill-
levels and, ccrrespondingly, the average houriy wages of frontline
- workers per unit of output.

Proatline workers' and department heads' reactions alwayé
influenced the specific form that innovations took because lowér labor
speed and accuraéy or higher turnover and training requirements could

offset the promised savings.

é

Relative Prices of Inputs

New prcducts poured from the medical supply, hospital equip-
ment, and other sectors in the post-war period, and prices of some
pqtential inputs declined relative to wages and to prices of current
hospital’inputs. Children's top management used someknew inputs in
response to product market conditions, others to realize constant-

~intensity fnnovetions, and others to help increase labor intensity.
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However it is likely that some changes in input combinations and divi-

- sions of labor are partly explained as price-induced input substitu-
ti;ns. The evidence on this question, although sparse, indicates that
changes in relative input prices were of minor iﬁportance in significant

labor system change.

Labér Speed and Accuracy

- An intent to multiply management gains from‘innovations by
boosting labor cpeed ané accuracy underlay several complementary changeé
in directing, inspecting, evalﬁating, rewarding, punishing, and training
activities. Other majbr, coordinated changes in the management func-
tions occurred solely to boost the intehsity of frontline labor, primar-

ily by enabling and pressuring department heads to push frontline workers.

Challenges tc Top Management Authority

Frontliﬁe workers and department heads believed constraints
existed on tcp management's authority, espécially in matters ¢oncerning
the intensity of their labor or the evaluating, rewarding, and punish-
ing of themselves, At times, they challenged chronic disregard of a
constraint, which theylviewed as illegitimate use of authority.

A number of impértant changes-in evaluating activities and in
the rewarding and punishing function (and corresponding changes in
directives) meant to prevent or contain frontline challenges to manage- -
mgnt authcrity. A few independent changes in the directing function .

are also explained by this factor.
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From Technology, Coercion, and Conflict: The Labor System in 1978

~.

\‘\

Several features of Childfen's 197¢& labor system are aéhounced
or hailed by political economists and institutiénal labor economists
who write about the capitalist workplace. The chétacteristics include:
a stratified division of labor lacking job ladders;‘a stratified divi:
sion of authority with short job ladders; standardized and written (or
'formal') authority lines, job descriptions, and érdcedures fof produc—~
tion and personnel taské; budgeting of expenditures; enforcement of
disciplinary rules of due process; and payment of wage rates above the
minimum level permittéd by market forces,21

My secondary thesis ié that certain of the features can be
jointly attributed to technical and social factors;.others primarily to
an intent to boost labor intensity; and others primarily to challenges
that frontline workers mounted. The secondary thesis also suggests tho

compatibility of the features with the personal economic goals of frent-

line workers.

Features Jointly Shapeé by Technical and Social Forces

The 1978 division of labor at Children's (and the accompanying
wage structure), which had been standardized earlier, was highly
partitioned by ékill type and highly stratified by skill level. Few
internal patlis to higher-skilled, non-supervisory jobs and, accordingly,
few opportunities for on-the-job training existed. Standard procedures
directed production and personnel tasks. In contrast to the petrified

division of labor in the departments this paper examines stood the
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division of labor among resident physicians, which had been fashioned

.

to facilitate training and secondarily to minimize labor cdéts:

Top management based decisions to incorporate the features on
{(a) technical improvements in the means of production; (b) the rela-
tively low wages at which workers with sufficient (or more than suffic-
ient) skills could be induced to perform sets of tasks necessary to ‘
activate the means of production if type B innovations were made, and
(c) the intensity of labor that could--with coercion--be extracted at
those wages. In choosing the features‘top management manipulated tech-
nical, wage, and labor intensity possibilities to reduce production
costs.

Alﬁhough frontline workers expressed no serious objections,
these features poorly served their peréonal economic goals compared to,
say, alternatives that the labor system oﬁ»resident physicians incor-

porated.

Features Designed to Increase Labor Intensity

The hospifal's 1978 authority structure was highly stratified.
Short job ladders suppiemented by supervisory training allowed some
upward movement. Organizationallcharts and written job descriptions
and procedure directives codified the authority structﬁre and the
standard production and personnel ordérs tha£ top management gave to
frontline workers and department heads. Budget directives to depart-
ment heads that utilized standard inventory and apcounting procedures

acted as another layer of formal directives.
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children's top management incorporated these characteristics
into the labor system primarily to cut costs by inducing é;gétgr speed
and higher accuracy from frontline labor power.

The relationship of these characteristics to labor intensity is
difficult to determine and frontline workers made no serious objections
to the characteristics per se. Frontline workers did object to the §
level of labor intensity that top management at times tried to achieve

by means of the features and the characteristics created social rela-

tions inimical to frontline goals.

Features Shaped by Chéllenges to Management Authority

The 1978 practices for evaluating, rewarding, and punishing
frontline workers (or 'personnel' practices) usually operated by
standard rules and with‘due process. Wages and benefits approximated
the average paid by other hospitals in the Hudson metropolitan arez.

Top management incorporated‘ﬁhes; features even though they
tended td raise production costs primarily because frontline workers
insisted on them in coilecti§e bargaining. The union organizing
campaign, which criticized‘specific features of the hospital labor
system, clearly challenged management authority in these matters. Top
management aimed to head off the challenge with minimum sacrifice of

cost-cutting objectives. These features tended to be compatible with

the personal economic goals of frontline workers.



CHAPTER v

OVERVIEW OF THE TRANSFORMATION

This chapter summarizes ﬁhe evolution of the hospital labor
system between 1947 and 1978. After introducing important top managers,
I identify trends and turning points in the management functions. I
attribute each change in the labor system to certain of the six top
management objectives postulated in chapter 4. My claims are,‘in fact,
narrow hypctheses that I aggregate into the thesis of this paper.
Evidence and arguments to support the claims appear ih chapters 6 and

79

Characters in Top Management's Cast

LY

During all periods of production between 1947 and 1978, promin-
ent Hudson businessmen, bankers, and lawyers, interspersed with a few
doctors and wives of prominent men, filled the seats on Children's
board of directors. They hired the medical director and the adminis-
trator. They directe@ the administrator to take charge of the labor
system, but watched t; see that her or his decisions advanced their
goals. |

The administrator was a key individual because she or he held ..
authority and. worked full time in the hospital; her or his attitudes
'and actions strongly influenced the formal structure of the labor system
and ihé mannrer in which it actually functioned. Yet the administrator

was an instrument of the board, especially of its executive committee.

95
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‘vhe board employed a particular administrator only so long as her or

his personal goals remained compatible with its objectives. An adminis-
trator could change the organization of production only with the
acquiescence of the board; conversely, when the board decided changes
shouldkbe made, the administrator who refused soon lost the job. Thus
the administrator's attitudes and actions can be assumed represéntative

of the board's.

}
i

| Superintendent Hattie Benson, R.N., retired in 1947 and the

i

|
boatdlhired Elliott Tift, Jr., M.D., as director. 1In 1949 Tift took

the new position of medical director and Ethyl Berkmeyer, R.N., was
promoted to administrator, another new position. Throughout the rest
of thefperiod the administrator managed day-to-day production activities
and, i; a minor way, participated in long-range planning with the
medical director and the boafd.

In 1956 the board hired Charles Gilchrist, M.D., as physician-
in-chief to succeed Tift. Gilchrist remaianed in the po$ition (with a
title change to director in 1962) for the vest of the period and became
‘the champion of medical accumulation at Children'é.

Gilchrist and the executive committee decided that the entire
preduction operation needed revamping, and in 1962 hired Ronald Jcnes
as‘édministrator. Jénes-brought a new philosophy of management, a
‘belief in granting equal, respectful treatment to all. The changes
Jones initiated, which constituted the beginnings of a transformation
in the labor system, revealed the strengths and ﬁeaknesses of the

philosophy.
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Administrator Brandon Rénkéy was hired during the 1970 financial
crunch; his priorities reflected and shaped the dominant objectives of
fop management in the seventies. The Rankey administration tested the
cost-cutting mechanisms of the labor system, and in the process
obliterated Jones's philosophy. Figure 1 shows the titles and tenure

of hired top managers at Children's between 1947 and 1978.

Evolution of the Management Functions

The Directing Function

Changes in the function, 1947-1948. Directives ran from the "higher”

te the "lover” of the three groups at Children's throughout the period,
but as time passed, top management took up the slack in its reins‘for
cboxdinating production. I summarize the changes under the following
_headings: the division of labor and authority; directives to frontline

workers; directives to department heads; and attrition, budgets, and

unionization.

The Givision of labor and authority. I define the 'division of
labor' at Children's as thebpattern of skill types and skill levels
made by gruuging work tasks into jobs (or 'positions') and setting a
staff size for each po;ition. I define the ’authoxity‘structure,' an
aspect of the division of labqr that deserves special attention, as the
patterr. of authority relationships erectéd by specifying authorityv
-1ines. I define an"authority line’ és a set of hierarchically-ordered
positions where hierafchy ariées from the abilify (or inability) of
each posi%ion to perform management functions with’respect to other

positions.
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. SUPERINTENDENT
1945 Hattie Benson, R.N.

DIRECTOR
Elliott Tift, Jr., M.D.

1350

MEDICAL DIRECTOR
Elliott Tift, Jr., M.D.
1955 | » ADMINISTRATOR
Ethyl Berkmeyer, R.N.
PHYSICIAN-IN-CHIEF
Charles Gilchrist, M.D.
1960 :
1965 ' ADMINISTRATOR
Ronald Jones
, DIRECTOR
Charles Gilchrist, M.D.
19760
ADMINISTRATOR
Brandon Rankey
1975

Figure 1, Hired top managers at Children's Charity Hospital of
Budson, 1944 - 1978.



99

Children's employed a workforce of 338 in 1947. The division
of labor for the most part had evolved haphazardly and was vaguely
defined. Employmént in hotel services departments accounted for over
40 percent of the total. Most frontline jobs in hotel services depart-
menté other than maintenance and engineering required few skills, con-
sisted of a limited number of tasks, and provided no progression to
higher-skilled jobs.

Only a few primary services and medical support services depart-
ments exiéted. Workers counted under "administration™ and "assistant
treasurer's office” did the business.transactions. These departments
produced less—~complex outputs an@ employed fewer workers in 1947 than
in later years, but their diversity makes it impossible to generalize
about their 1947 divisions of labor. |

Top management reorganized production and re-planned the division
of lsbor in many departments between 1947 and 1949. Department heads
often adapted the plans. After 1954 top management'and outside con-
sultants reorganized departments periodically. ' Three trends emerged:
the planners substituted machines and pre—apportioned, prepared, and
disposable supplies fpr labor; they allocated different types’of tasks
to different jobs (or{increased 'specialization'); and they picked out
. tasks that required little training and madevnew jobs comprised solely
of these tasks (or increased 'stratification').

Bétween.1947 and 1978 employment quadrupled. Employment grew
ét different rates across departments, with primary services and
medical support services adding staff most rapidly, and many new

departments w2re formed.
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Low-skilled positions predominated in hotel serviceé departments
throughout the period, the maintenance and engineering department
é;cepted. In the.l§60s and 1970s, the division of labor in business,
primary services, and medical support services departments became
highly specialized and stratified. The number of skilled workers in-
creased with the service intensity of a hospital day, but at the same
time, substitution of less-skilled for skiiled labor power continued.
Top management started a counteracting tfend in the 1970s by raising
the ratio of "professional"” to "non-professional” workers in some
departments.1

The 1947 division of authority was probably ﬁore vaguely defined
than the division ofAlabor. The new director specified precise author-
ity lines. Trom then on, top management stressed the need for a clear
division of authority.‘

During the 1940s and 1950s, each department head and one or two
assistants did all directing, inspecting, evaluating, and rewarding
activities. In the mid-sixties top management increased the number of
assistant decartment heads and suéervisors relative to nonsupervisory

workers. UDuring the remainder of the period, the authority structure
. @ ~

was further sttatified.2

Directives to frontline workers. In 1947 departmént heads
assigned tasks-'and told workers the ofde:, speed, and manner to do
ythem. Although routines énd customary procedures for performing most
jobs had evolved over the years, department heads sometimes added tasks

or altered precedures. When department heads felt so inclined, they
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aivided work unequally, changed regular assignments, or ordered tasks
to be done in a harder-than-necessary manner.

:In the 1%240s and 1950s, top management planned standard proce-
dures for department labor processes. As with the division of labor,
department heads sometimes altered the plans. Guided by the new
administrator in the mid-sixties, management recorded (or 'codified')

i

the exﬁsting procedures and division of labor, and placed a manual of
f

proce@ures in each department. Management wrote a 'job description’
i ‘ .

listing the tasks a person in each position must do. And it set a

limit on employment for each position. Subsequent reorganizations

included revisions in these written directives.3

fJob descriptions and standard procedures formally directed

'
!

frontline workers after 1964. Although department heads did not always
boss by the written directives and, c¢f course, workers did not always
do as told, the changes created a presumpticn in favor of top manage-
ment‘s plans for the laber process. Betwesn 1964 and l§78, to? manage-
ment sporadically‘enforced the formal directives.

Directives to department heads.  As implied above, top management

directed department heads in a generel, irformal manner during the
 first h&lf cf the period. It gave few instructions about evaluating,
rewarding, punishing,-and training‘frontline workers. In 1947 and
after, the director and administrator isstced hospital~-wide directives .
at monthly meetings for the department heads. As the period progressed,
top management‘used the meetings to spell out department head duties in

‘greater detail.
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The written job descfiptioné and procedures told department
heads more precisely how to boss. The staff maximums pré;éntgd them
from unilaterally increasing employment or altering relative employment
among positions.

puring the second half of the period, top management standard-
ized (and periodically enforced) directives to department heads about
evaluating, reward&ng, and punishing frontline workers, which are dis-

cussed below.

Attrition, budgets, and unionization. During the early 1970s,
after the board hired a new administrator, two new kinds of directives
were superimposed over the existing ones. In 1971 top management
ordered department heads to leave jobs vacant after workers quit or
were fired.. The next year top management helped department heads esti-
mate stringent budgets ‘and insisted that they stick to the estimates.

IA 1978 top management signed a collective bérgaining agreemert
(or ‘'contract') with Local 1000 of the Building and Service Workers
Union (B.S.W.U.), which had won an election tovrepfesent workers in
hotel services and mos¥ primary services and medical support services

departments. The contract specified minor constraints on management's

authority to direct union-eligible workers. 4

Explanations for changes in the directing function.

Respond to product market conditions, reduce constant-intensity

costs through innovation and price-induced input substitution. The
total number of departments and employees increased primarily because

the medical staff wanted a higher service ihtensity of output every
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production period, that is, primarily irn response to product market
conditions. As service intensity rose, top management sought opportuni-
ties to introduce constant-intensity innovations and changes that in-
creased labor intensity. Market competition also underlay the 1970s
decision to increase the ratio of "professional™ to "non-professional”
workers.

Top management planned many of the reorganizations between 1947
and 1978 to incorporate type A, type B, and other constant-intensity
 innovations. In some instances, use of a new product from the medical
supply, hospital equipment, or other industry represented a constant-
intensity innovation. Such innovations occurred with and without
reductions in the average skill level of frontline workers. GCf course,
the decisinn to useé a new input depended on its.price relative to
prices of non-labor ané labor inputs, as well as on its technical pro-
perties and impact on labor speed and accuracy. However, changes in

relative prices was most likely a weak factor in labor system change.5

Increase labor speed, accuracy, or both. As it reorganized
prgduction, top management sought oﬁt innovations compatible with
higher labor intensity in order to reduce costs even further than if
‘the innovations used labor at its prior intensity. And the desire teo
increase labor speed or accuracy provides the main explanation for
‘several changes in the directing functioa: periodic clarification of
.linés of authority; the mid-sixties codification of the authority struc-
ture, job descriptions, and procedures;‘and stratification of

authoricy..
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The attrition and budget mandates of the early 1970s were bald

\\‘ )

attempts to increase labor speed.6

N

Contain challenges to top management authority. Top management

agreed to minor contractual limits on its directing authority to mini-

mize the effects of the successful union challenge,

The Inspeéting and Evaluating Function

Changes in the function, 1947—1978."Top management structured inspect-
ing to some degree, and formalized and enforced rules and mechanisms

for evaluating workers. I summarize the changes under the following
headings: inspecting intermediate goods and services, assessing depart-
ment labor processes, racial discrimination, evaluating frontline
workers, aﬁd evaluating department heads.

Inspecting intermediate goods and services. Throdghout the

period, authority and responsibility to inspect‘the oufput of a depart-
ment rested with‘the department head. In 1947 department heads set
most of their own inspection standards and personally checked outpﬁtf
Regulations of the hoépital industry and government agencies dictated
some minimum standards. inspection by means of periodic, personal
checks remained the norm to the end cf the period, although standard-
ization of productioﬁ tasks made inspecting simpler.

As the ratio of assistant department heads and supervisors to
frontline workers rose in the mid-sixties, authority io inspect was

parceled out alongside authority to boss.
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In the 1970s the Joint Commission on Accreditation of Hospitals
(JCAH) issued more stringent and detailed standards, which raised
minimum standards.

Assessing department labor processes. During most of the period,

top management assessed a department's operations by inspecting inter-
mediate outputs and informally reviewing production processes, making
‘no analysis of costs.
Top management based the department reorganizations between
1947 and 1949 on reviews of procedures, equipment, supplies, and labor
pbwer, but did not calculate costs for alternative techniques and staff-
ing patterns. Before reorganizatibns in the 1960s and 1970s, top
management or outsidé consultants assessed labor processes methodically.
In l972 top management began to use the budget estimates to
continuousiy monitor départment costs.

Racial discrimination. Racism enveloped Children's 1947 social

relafions cf production and biased evaluating practices. Management
forbade black workers to use many hospital facilities, filled virtually
all the low-skilled jobs with blacks, employed few blacks as skilled
workers, and hired no?e as supervisors, department heads, or top mana-
gers. Evaluating praptices combined with the divisions of labor and
authority to maintain a gulf between blacks and whites, institutional—‘
ize racist practices, secure management authority, and (for whites)
mask the abuses.”

After 1262 top management eased the race‘rules, named several

black men as assistant department heads, and encouraged department
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heads to promote blacks to the new supervisor jobs. In 1970 a public
agency found discriminatory employment practices at the hospital, and
Eop management adopted an affirmative action plan. In 1972 a group of
black workers questioned top management's all-white composition and its
lack of commitment to affirmative action. The board appointed a commit-
- tee to feczuit black board members, and top management promoted two
black men into its ranks. By 1978, management followed affirmative
action policies more consistently and blacks filled a larger share of
‘skilled, supervisor, and depa;tment head positions. Yet the lowest-
skilled, dead-end jobs remained jobs for blacks only, and racial dis-
crimination and tension persisted. | |

Evaluating frontline workers. In 1947, each department head

determined her or.his own criteria to evaluate frontline workers for
hire, chnice assignments, raises, promotiohs, and punishments. Workers
who d@id their jobs, reported on time, and obeyed orders generally kept
their jobs; vet some department heads evaluated inconsistently and
harshly.

In 1952 top management tried to transfer responsibility for
" recruiting and screening job applicants from departmenf heads to a
personnel department.| ('Screening' means evaluating whether an appli—
cant meets minimum jdb requirements.) The change did not actuaily
occur until the 1960s, and department heads retained final authority to
hire.
| In 1264 top management issued instructions for annual written

evaluations in a supervisors' manual. Year after year between 1964 and

1978, official evaluation policies appeared in the manual; in practice
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top management alternately tightened and relaxed its own rules. Turns
in evaluating practices paralleléd and reinforced changes\in:the direct-
ing and the rewarding and punishing functions. I point out cganges in
evaluating practices here, but mention interactions among the manage-
ment functions below.

| Top management minimally enforced the evaluating procedures
between 1964 and 1967, and some department heads ignored official
policies. 1In 1967 top management established a grievance précedure,
allowing a frontline worker to férmally.appeal a supervisor's

decisions, and tried to eliminaté arbitrary evaluations.

In the early 1970s, as top management emphasized budgets and
attrition over principles of fairness and consistency, some department
heads violated evaluation policies. After 1978, workers could appeal
evaluations through the union grievance procedure and top management
again enforced its written ruleé.

Evaluating department heads. During the 1940s and 1950s, top

management evaluated department heads informally, irregularly, and
mainly by the quantit§ and quality of interhediate outputs produced.
Standardization of.production and personnel tasks (the latter
is further described below) implicitly added new evaluation criteria:
Did department heads boss, evaluate, reward; and punish in acccrdance
with official procedures? Top management applied the new criteria
after 1967, dropped them in the eérly 1970s, and reinstated them in
1978. Beginning in 1972, top management aléo judged department heads®

ability to operate within their budgets. ,
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Explanations for changes in the inspecting and evaluating function.

~

Respond to product market conditions; reduce constéﬁt-intensity

costs through innovation and price-induced input substitution. Inspec-

tions applied higher standards in the 1970s as a response to market
conditionsf

Centralization and standardization of recruitment and screenihg
is explaihed partly as a constant-intensity innovation and partly as a
‘move to increase average labor intensity.

Consultants were frequently brought in to assess 1ébor processes
in hopes that they could recommend both constant-intensity innovations
and methods for raising labor intensity.

Increase labor speed, accuracy, or both. Top management and

department heads parceled out inspecting tasks in order to increase the
intensity of frontline labor.

Establishment of annual written evaluationsﬂﬁas one of several
chanées simultaneously introduced to increase labor speed and accuracy
through positive inceptives. Department head violations of evaluating
procedures in the eariy 19705 is élso explained as an attempt to in-

crease labor intensity.

Contain challenges to top managementvauthority. kTop management
began to enforce official evaluation policies in 1967 in order to pre-—
vent unionization. The reversion~to evaluating frontline workers "by
the book" in 1978 was forced by workers' challenges to treafment they

felt unfair.
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Abate racism. The six explanations for change that I postulated

~
do not fully explain the movement toward racial equality. Top manage-

ment ended segregatioﬁ in 1962 partly because the administrator believed
that it was wrong and that integration would increase positive incen-
tives and, therefore, labor intensity.

Since I assumed charitable contributions depended on the hoséi—
tal's reputation as a humane.institution, the opening of more equal
employment opportunities in the 1970s can be construed as a re#ponse to
challenges by black workers that threatened the "market" for gift income

and the legitimacy of management authority.

The Rewarding and Punishing PFunction

Changes in the function, 1947-1978. Top management formalized and

speradically enforced rules and mechanisms for rewarding and punishing
workers, consoiidating its éuthority over: the functioh. I identify the
chaﬁges under the following headings: wages, benefits, rewarding and
punishing frontline workers, and rewarding and punishing departmert
heads. ‘ |

Wages. 1In 1947, Children's wages fell far short of wages paid
by other area hospitals, andkthe rates bore little relation to workers'
experience or contribution to output. Department heads gave "merit"
increases t« reward individual wo;kers. Workers in the lowest-skilled
jobs, who were black, received the legal minimum.

Top management brought rates for’selected jbbs:éloser to the

area averages in the late 1940s and early 1950s. Rates increased across

the board several times in the 1950s but still lagged area rates.
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In 1964 top management standardized the wage structure by sett-
ing entry rates according to the relative "worth" of difé;;éng\positions,
boosting rates to the average paid by area hospitals, and restricting
"merit" raises. Top management periodically increased rates in the
1960s and 1970s, responding to increases at other area hospitals or
signs of union activity.

After 1978, wages of union—eligible workers were set through
negotiation. |

Benefits. 1In 1947 workers at Children's earned fewer paid
vacation days, holidays, and sick days than workers at other Hudson
hospitals. Top management set leave accrual rates; department heads
granted the use of aécrued leave and could deny leave to punish front-
line workers.

In 1964 top manégement wrote unifqrm leave policies and printed
them in the superviéors' manual. However, considerable discretion to
grant leave remained with department heads.

In 1967 top management improved hospitalization insurance énd
sick leave to compare with other area hospitals, startedva pension
plan, announced plans for a credit union, and enforced leave policies.

Top management tended to overlook arbitrary depértment head
decisions about leave ih the early 1970s, and some department heads
again used leave as aAdisciplinary'tool. ;After 1978, benefits for
union-eligible workers were set through collective bargaining, and top

management enforced official leave policies.
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Rewarding and punishing frontline workers. During the first
half of the period, top management left department heads free to feward
and punish frontline workers as well as evaluate them, so department
practic;s varied with the values and attitddes of the heads.

In addition to granting raises and leave, department heads
rewardea with promotions and choice assignments and work schedules.
Tﬁey pénished by withholding rewards and with tongue-lashings, harass-

!
!

ment,{énd termination.
I
! Top management constrained department head autonomy to reward

and punish when it formalized directing and evaluating in the mid-
sixties.

/Top management also directly restricted department head auto-
i
i

nomy by introducing the principle of progressive discipline and codify-
ing procedures for punishing in the supervisors' manual.

The administrator hired in 1962 éncouraged department heads to
follow rewarding and punishing policies. But some’départment heads
ignored the policies, and for several years top management did not
challenge their prerogative.

After establishing the thﬁeewstep grievance procedure in 1967,
the administrator paid attenticn to frontline workers' complaints and
reversed decisions that ran against polic.y«S

In the early 1970s, as top marniagement thinned staffs and cur-
tailed expenditures, it ignored the favoritism and arbitrariness that
flourished in many departments.

The 1978 union contract sanctioned tcp management's procedures

for rewarding and punishing and left wmost of management's rule-making
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power intact. However, the contract allowed the union to get a binding
decision on contractual disputes from an arbitrator. Top management
presseé department heads to abide by procedures after 1978.

Rewarding and punishing department heads. Rewards and punish-

ments for department heads, along with evaluations, were supposed to be
standardized in the mid-sixties. Actual praCtices remained arbitrary
throughout the period. Beginning in 1967 and again in 1978, top

managemenit ¢id punish department heads who violated personnel policies.

Explanations for changes in the rewarding and punishing function.

Peduce constant-intensity costs through innovation. The wage
increases at‘the end of the 1940s can be interpreted as a constant-
’intensity innovation in rewarding praétices.

Acro$s~the—boar§ increases that maintained Children's rates
relative tc average area rates often did not constitute a change in
revarding practices. (Wage increases made under the "threat” of
unionization are discussed below.)

Increase labor speed, accuracy, or both. Top management raised

rates equal to the area averages, planned a "fair" rate structure, and
formalized rewarding énd punishing in 1964 to increase labor intensity.
It introduced other changes mentioned above at the same time for the
same reason. However, top management overlooked improper rewarding and
punishing prectices and improper evaluating practiceé, as long as
department heads maintained labor intensity and did not incite chal-

lenges to authcrity.g
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Ironically, the desire to boost labor intensity motivated depart-
ment heads' violations of personnel procedures in the early 1970s, and
t;p maﬁagement's acceptance of the violations, as well as top manage-
ment's initial establishment of the policies.

Contain challenges to top management authority. 1In 1967 top

management raised benefits andvreadjusted wages to the area averages,
instituted@ a grievance procedure, and enforced rewarding and punishing
policies solely to prevent repercussions from a well-publicized union
drivg at a nearby hospital. It raised wages again the next year to
squelch a union drive in the housekeeping department, and boosted wages
and benefits several times after 1974 to defeat union drives without
sacrificing labor intensity.

Top iranagement agreed that the union contract contain further
wage increases and a giievance procedure and began to enforce its rules
about rewarding and punishing as well as evaluating in order to counter-

act the anion challenge.

The Traininag Function

Changes in the function, 1947-1978. Top management paid greater atten-

tion to training activities as time passed. I identify the changes
under the fcllowing headings: training frontline workers and training
department. heads.

" 7Praining frontline workers. In 1947 most frontline workers

either learned skills on the job or were presumed to possess skills and
immediately started their permanent duties. The department heads were

responsiule for training.
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bn-the—job training became more consistent after departmental
procedures were standardized and recorded. Each time production was
récrgaﬁized, top managers and department heads arranged for frontline
workers to learn new procedures aﬁd,machine operation.

In the 1960s and 1970s, semi-structured on-the-job training
prepa;ed new hires for the lowest-skilled jobs. Specialized training
prior to employment became a prerequisite for a greater number of posi-
tions, particularly in primary services and medical suppert services
departments. Although management spelled out a few short paths of
prométion {or ‘'job laddérs'), little on-the-job training existed that
allowed workers to édvance to higher-skilled, nonsupervisory positions.

Training department heads. In 1947 department heads relied

mostly con irstinct and experience to direct, evaluate, reward, punish,
and train frontline workers. To some extent, top management used its:
meetings with department heads to train them to implement directives
and to see their deéartments in a hospital-wide context.

After the new administrator took over in 1962, top management
explained and reviewed all its directives for departﬁent heads and
indoctrinated them to‘its objectives.

In the.early £97OS, top management rdutinely enrolled department
heads and middle-level supervisors in supervisory skills courses
offered bywprivate cohsultants or the American Hospital Association.

Top management taught department heads to draw up a budget and
counter unicn drives at meetings in the early 1970s. After signing the

union contraci, top management held seminars to explain the limits of

workers' new-:ights.
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Explanations for changes in the training function.

.\\

Respond to product market conditions, reduce Constant—intensity

costs through innqvation and market-induced input substitution. Skills

taught on the job often changed during the period because tasks were
modified to adapt to constant-intensity innovations, input substitu-
!

1

tions, and new intermediate outputs.

Standardization of training accompanied standardization of
procedures, whieh I exp;ained as a constant-intensity innovation. Use
of regular meetings to train department heads also was a constant-
intensity innovatien.

Specialized training became a prerequisite for more positions

intensity innovatien.

Increase labor speed, accuracy, or both. Many instances of

reteaching job skills complemented changes in the directing function

that aimed to inerease labor intensity. The greater emphasis on job-
frontline laber intensity through positive incentives.
Indoctrinating department heads to top management's objectives,

teaching them to budget, and sending them to supervisors' school are

explained as indireet attempts to increase frontline labor intensity.

Contain challenges to top management's authority. Top manage-
ment adapted supervisery skills training to prevent unionization. When
prevention failed, tep management'taught department heads the provisions

of the contract to make the best of an unwanted situation. !



CHAPTER VI

SOME SIGNS OF STRUCTURE

At the Top

The First Post-War Crisis

/
/Twenty-four men and three women constituted the Board of Directors

of Ch%ﬁdren's Charity Hospital in January 1947. Among them sat success-

ful bgsinessmen, aspifing physicians, and inveterate do-gooders. Many

had been board members or corporate members before; all were intent to

maintain the hospital's tradition of charity. Their mission: patch up
/

an aging, and in part condemned physical plant, pay off $94,000 in back

bills, and strengthen an idiosyncratic production process. Board mem-

N N

bers félt optimistic. They had just eiected a néw president and hired
a director to succeed the retiring superintendent. But as spring
approéched, prospects darkened. The new dirsctor, Ellio£t Tift, Jr.,
M.D.; warned the executive committee (the steering committee of the
‘board) of cash shortages and looming bankrﬁptcy.l

Alarmed, the executive committee identified "causes" of the
crisis: increased wages, higher prices for food and supplies, expen-
sive new medicines, and loss of private subsidies for the blood bank
and social services department. The commitfee propbsed to remedy the
crisis by reducing the number of inpatients and laying off workers.
Tift and his staff objected, citing indivizibilities of production.

The administrative secretary later explainad that lowering the patient

ile
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census would not cut necessary labor inputs because "each ward must be
fully siaffed, day and night, with maids, orderlies, diet kitchen maids,
etc.; Qhether this ward staff is serving ten patients or twenty."2

iIn the end the board toock other steps to boost.revenues and cut
costs. In April 1947 it raised the charge for private rooms. In May

it petitioned the Hudson city government to raise payments for indigent
/

children, and the assistant administrator negotiated with federal, city
/

and céunty officials to broaden legal definitions of indigency to cover

|
more children. In July the board raised charges for the operating

rooms, ward accommodations, and outpatient visits. During 1948 it

argued with area Blue Cross corporations for higher payments.3
j | |
. The board also drummed up donations. It restarted a mail appeal

for uﬂrestfictéd gifts, which could be awplied to operating costs, and
publiéized the fund drive to replace the condemned building.4

The board decided costs must be cut and turned to the labor
systém. In April 1947 the board cleared up a “misunderétaﬁding" over
the director's duties. The first vice-president (who took the presi-
dent's place when the latter became ill) read the following statement:

Irrespective of the working of the written agreement [between

the board and Tift], I feel sure that this Board in appointing a
Director intended to have him assume the management of the Hospital
to the same extent as Miss Benson had done for the last twenty-five

_ years--in fact, to a greater extent on account of the constantly
increasing technicalities and increasing services of the present
‘day. It is my understanding that the Board looks to our Director,
Dr. Tift, to take a decided part in the financial management of the
Hospital, at least to the extent of seeing to it that we spend no
more than our income--even though it mzv take 30 or 60 more days of .
study before he can cut out all unnecessary expenses . . . ; cut
down admission of patients at his discretion when we know we do not
have sufficient funds to care for them; and make such other drastic
recommendations as he finds necessavy.
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In other words, I invite a Resolution which would give Dr. Tift
not only the authority which he desires to have defined and clari-
fied for managing this Hospital and submitting definite\Resolutions
and . suggestions for action by the Executive Committee and the
Board; but place upon him the responsibility of managing this
Hospital from a business point of view. It is my understanding
that the Ways and Means Committee will raise certain funds; that
the Hospital will bring in a certain revenue from its various
departments; that there will be certain profits.available from
investments and donations. All of this will be expended for the
Hospital by our Director, but no more than this. It would be
impossible for the President of the Hospital or its Executive
Committee to be responsible for the details which represent the
Hospital's expenses. This responsibility should be the Director's,
and I am sure he will be glad to assume it, if the Board directs
him to do so. I hope there will never be another meeting cf the
Executive Committee without the Director. It has always been the
function of this Committee to thresh out with the Superintendent
all problems and details, and then submit Resolutions to the Board.
Our present serious financial condition is largely due to divided
authority and responsibilities. ' :

The board duly authorized and directed Tift to take control of the
labor system, assess it, and reorganize it to cut costs. From then on
Tift attended board meétings and turned ip written repbrts. However,
as management practices settled into new routines the reports became
cursbry and appeared infréquently.5

Board meetings in early 1947 set the pattern for the board's
role in managing production during the entire period under study. The
board outlined general responsibilities of hired tép managers, assigned
them specific tasks, and monitored their efforts. The corporate by-
iaws also served as directives. Previous boards had directed super-
intendent Benson in a similar manner, but ‘in addition,vstanding con-
mittees of the board had more directly managed the labo; process. TFor.
example, in 1940 the executive committee expected the chairmen of the
other ten standing committees to enact a consultant's recommendations.

The board vested Tift with greater authority than Benson. BHe (and his
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successor, Berkmeyer) rarely secured board approval for minor equipment
purchases.and building repairs as Benson had done. 6

iTift and the board determined that many "unnecessary personnel‘
worked et the hospital. Tift began to eliminate them and the board
watched his progress, pointedly discussing increases in payroll and
employment it noticed in 1948. The board reviewed costs of labor,

|

suppliés, and equipment in a number of departments.7

; In April 1948 the assistant treasurer wrote a half-page memo-
randu&: "The hospital is now operating in the black for the first time
in approximately two years." The crisis eeemed resolved but the divi-
sion of top management tasks proved unstable. In July 1949 the board
'appoinéed Tift to the new post of medical director and promoted Ethyl
Berkmefer, R.N., to the new position of administrator. Tift retained
responeibility for medical affairs aud Berkmeyer took over non-medical
labor processes. With a workable authority strﬁcture in place, the
board occupied itself with bequests, the investment portfolio, and
constructing a new building. It approved wage increases recommended by

its committee on personnel and the hired top managers, but otherwise

seldom intervened in the labor system.®

Vital Statistics 1947-1962

Beginning in the second half of 1952, deficits again plagued
the board. Table 5 shows financial data that the board found important.
Between 1947 and 1962 operating expenses tripled. The hospital ran an
operating deficit every year, usually a deficit of two or three hundred

thousand dollars, or 10 to 20 percent of operating expenses. Although
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FINANCES AND DEMAND 1947-1962
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Operating Average

Net Gain Surplus or Operating Average Daily

or (Loss) (Deficit) = Expenses? Ocq:upancyb Clinic

Year (Thousands) (Thousands) (Thousands) (Percent) Visits
1947 (78) (186) NA NA 188
1948 (86) (198)¢ 939 69 209
1949 95 (56) 948 62 220
1950 77 NA | 1,003 62 242
1951 7 NA 1,103 62 213
1952 Nad NA MA 62 176
1953 (55) (253) 1,330 63 170
1954 (47) (254) 1,393 56 177
1955 (54) (228) 1,489 60 180
1956 (203) (428) 1,697 59 186
1957 (36) (222) 2,005 64 196
1958 (44) (225) 2,15L 72 211
1959 (87) (365) 2,287 75 221
1960 (57) (373) 2,364 65 185
1961 154 (228) 2,623 66 163
1962 (42) (404) 3,054 75 192

SOURCES: Archives of Children's Charity Hospital, Hudson;

American Hospital Association, Hospitals: Journal of the American
Hospital Association, Guide issue 1949-1863.

NOTE:

NA means not available.

‘3Building depreciation was recorded for the first time in 1953
but was not designated an operating expense until fiscal year 1971.

bAverage annual occupancy was calculated from figures reported to
the American Hospital Association for average daily census and number

of beds.

CEstimated.

dNet income was positive in 1952,
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gifts and interest income offset operating deficits, the hospital took

a net loss in all but five years.9

Managing the Accumulation Process 1952-1862

As it had done in the late 1940s, the board kept the hospital
solvent by manipulating prices, gift income, and unit costs of inter-
mediaté outputs. But during these years it devised a new strategy: it

!
] A

would,éhift demand for hospital days by outdoing other hospitals at
[ _ » .

medicél accumulation.

Prices and gifts. kThe board increased operating income by raising the

price’of output and reducing the amount of free care. It approved

‘higher;room rates for private and semi-private rooms in 1951, 1954 and

1958. ;It hired a collection agency to gc after bad debts and it requ-

larly ésked area goverﬁments to pay higher rates for indigent children.10
Year after year the board sponsored fund drives, angling to

increase unrestricted éifts»without discouraging donations for plant

and equipment. For example, in 1959 the board of directors said each

member of the Board of Lady Visitors (a group of women volunteers)

should write letters to ten selected wealthy people asking them to

pledge at least $100 a year. The ladies' board already ran the gift

shop and many miscellaneous benefits for the hospital.ll

The board and the labor system. In 1922 the board agreed to the first

vice-president's suggestion that finaucial statements break out the
operating loss (that is, that expenses be subtracted from operating

income before gift and investment income were added). The board then
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knew at a glance how large a loss the labor system generated. It
fgllowed the administrator's "economizing" efforts but it offered few
ideas éor cutting costs of production. In 1955, at the recommendation
of a special committee it had appointed, the board contracted a private

firm to manage the dietary department.12

The doctrine of medical accumulation. In the 1940s the board identified
low prices, price ceilings, and high unit coéts as causes of deficits.
By the mid-1950s it acknowledged another éause: low occupancy.. The
board realized that at low réﬁes of oc¢upancy {that is, a low ratio of
fiiled beds to total beds) the revenue from additional patients would
farAexceed the marginal costs of their care. The point was brought
home by an accountant's comparison of costs of éutput and occupancy
rates at fifteen children's hospitals in the United States. 1In 1955
Children's tcp management calculated its breakeven point to be an 80
percent annval rate of occupancy. As table's shows (see page 120) this
was‘never reached between 1947 and.l962. Another problem tha£ worried
the boa:a‘was a difficulty in recruiting medical residents.l3

Armed with this new insight, the board re-evaluated its options.
Director Tift resigneé and in 1956 the board reorganized the medical
staff, hired a’dfnamic, young physician-~in-chief, and opened a ward for
teenagers. At the 1957 annual corporate meeting the president reported
thét diversification of output and the efforts of the physician—ig— '
chief had raised the ahnual average census. 14

Thewynysician-in—cﬁief, Charles Gilchrist, had done his resi-

dency at Children's and then worked at the National Institutes of Health.



Gilchrist envisioned Children's as more than an inner-city hospital; he

wanted to build a regional pediatric "medical center." By\Ehis he
meant an institution that produced output of a high service intensity
and that sponsored many research and medical education projects.
Gilchrist promoted his ideas among the board and corporate membership.
He argued that specialty services, "high calibre" medical residents,
pathbreaking research would please doctors in private practice and the
parents of their patients. Other top managers had also concluded that
strong demand depended on attracting private doctors, which in turn
depended on the rate of medical accumulation.13

Children's top management had long advocated medical accumula-

tion. Annual reports of the 1940s and 1950s catalogued new treatments,
equipment, facilities, research projects, and medical education pro-
grams. For example, in 1949 administrator Berkmeyer reported:

The Operating Room also shows a greatly increased load this
year, recording 1,000 more operations than last year. . . . One
major operating room has been completely refurnished. The newest
and most efficient type of operating table was purchased at a cost
of $1600. Our present objective is to build up the cardiac, ortho-
pedic and eye services, providing new instruments and equipment for
them. At present our doctors are often forced to bring their own
instruments with them.

In 1952, director Tift had linked the»treatment, education, and research
goals of the hospital as follows:

After six years as Medical Director, I am even more aware that-
there is no better description of the functions of a modern, metro-
politan hospital than the five objectives of Children's Charity
Hospital listed in Article 1 of the By-laws. For the sake of
brevity, these five objectives can be compressed into three words--
care, education and research. The three are interdependent, for
without a hospital to provide medical care for patients, there
could be no education or research. Without education and research, ’

the hospital could degenerate into a mere hotel for the sick and
medical care of patients would suffer.
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. . . it is the purpose of my report this year to show how the
three elements have merged together to improve the service we pro-
vide to the community. N

In the past, top management pursued medical accumulation to stay abreast

of other hospitals. Gilchrist called for aggressive action to surpass

them.16

The Sutton report. Top management's declaration of intentions did not

shift demand overnight and bills still had to be paid. 1In 1954 the
board closed two wards temporarily té cut expenses; in 1959 it‘closed
another indefinitely. Year éfter yeér the board covered deficits by
liguidating the hospital's investments. In November 1957 the president
warﬁed in "the strongest of language" that if large deficits continued
the hospital would soon go bankrupt. In the spring of 1955 the board
discovered "the investment account would be wiped put ih five months at
the current rate of cash loss."l7

The board was in a quandary. On the one hand, the finance
committee of the board said annual expenses must be cut by $100,000;
and the board saw no éhoice but to eliminate some departments and
decimate others. Gilchrist said that unit costs of existing inter-
mediate outputs could be reduced no further because "in almost all
ways, ﬁhe hospital [was] already running on an économy budget." But
the board feared that if it dropped the service intensity ceiling
enough to balance the budget, it would destroy entiqements to
physicians.18

The board consulted a specialist. In June 1959 it engaged

Harold Sutton, physician and director of an Ohio hospital, to diagnose
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the problem and prescribe ﬁreatments for cutting costs and raising
revenues. Sutton recommended sixty changes in the accumulation process
that céﬁ be distilled into four main points. The board should:

1. attract doctors in private practice and their paying
patiengs by remodeling offices and patient accomodations to their
prefer?nces (and pocketbooks), adding new diagnostic, treétment, and

/

researph facilities, and diversifying outputs and modernizing equipment

i

{ .
in pr%mary services and medical support services departments--in short,

{
¥

by proceeding full speed ahead with medical accumulation

2. increase operating and non-operating revenueé obtained from
é constant output by basing charges on costs, forming a coilections
‘depaztéent, renegotiating payments from gcvernments and insurance com-
paniesg(that is, from 'third-party payers'}, renegotiating contracts
with pédiatric special{sts, and setting up systematic ways to solicit
gifts

3. orient decisions about the labor system to médical accumu-
lation by delegating (in writing) authority ove£ and responsibility for
all departments to one top manager whc would be accountable solely to
the board

4. increase operating revenues and contain costs of inter-
mediate outputs by codifying the directing and the rewarding and punish-
ing functions and standardizing deparcmental assessments.1?

Sutton clinched the case for Giléhrist and others who dreamed
cf a medical center. The recommendations lent credence to the board's

ad hoc strategies for increasing reverues. And through his proposed
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alteration of the labor system, Sutton seemed to resolve the tension
between medical accumulation and solvency.

}In September 1959 the board and the executive committee of the
medicallstaff approved almost all the reccmmendations. During the
followihg months the board, administration, and medical staff began to
enact them. Top management embellished its plans for a medical center,
anticiéating rapid acquisition of equipment, hiring of pediatric spe-
ciali%ts and establishment of unique facilities. At the behest of the
medic;i staff, the board sweetened financial arrangements with the

psychiatry department to persuade its director to stay. The department

was .said to be innovative, which enhanced the hospital's prestige.

!

Remodeiing in 1960 and 1961 catered to private doctors and the parents

of their patients. Top management turned several wards into private

1y
and semi-private rooms, opened more beds for teenagers, upgraded the

clinical laboratories and medical records department, remodeled the

mediéal library and the outpatient department, and air-conditioned the
dining room. The board approved revisiéns in accounting procedures,
sought higher third-party payments, and redoubled fund-raising
efforis.20

Berkmeyer made many recoﬁmended changes that fell within her
authbrity but, as described below, the labor system stayed fundament-
ally the same. In November 1959 the president reported that costs had
been cut $125,000 during the preceedirg two years. But most likely it
was cost-cutting steps taken several years earlier--not the Sutton
changes--that led éo the savings, In any case, the board was not satis-

fied and in June 1960 it asked Suttcn for mcre ideas. The details of
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his answer are not known. Yet, the June 1962 shake-up leads one to
speculate that Sutton said the problem was not just a failure to make
all the recommended changes; it was rather a failure or an inability of

the administrator to put them to use.?1

The Labor Process under Tift and Berkmeyer

Elliott Tift accepteé a challenge when he took charge of Children's
labor system. Traditions and personal relations built up over Hattie
Benson;s twenty—siﬁ years as superintendent regulated the hospital's
day-to-day affairs. The board expected Tift to overhaul this antiquated’
praduction mechanism. He was to guarantee adequate output quantity,
high guality, and solvency. Tift was enthusiastic and tackled the job

even before it officially began.22

LY

Directirg Production 1947-1962

Tift's innovations. Tift made the directing function more systematic

by {(a) codéifying (or 'formalizing®) the authority structure, (b) plan-
ning divisicns of labor and standard procedures for frontline tasks,
and (¢) holding regular meetings to direct department heads.

. | )

Formalizing the authority structure. Tift drew up an organiza-

ticnal chart and a list of regulations in December 1946. After the
board delincated his duties and authority, he did the same for depart-
_ment heads. He delegated each one authority over the labor process in
her or his department but issued few guidelines for exercising the
authority. Tift altered the lines of authority several times in search

of a workable structure. One male assistant director quit and then
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another. Tift divided the position's duties among three female "liaison

officers" but this arrangement was also unreliable.?23 |
‘Codification of the authority structure in part represented

type A constant-intensity innovation. By writing an organizational

chart, Tift eliminated the confusion, disputes, and duplicated effort

that resulted when lines of authority accidentally overlapped. However

a clear division of authority was necessary to the success of changes

top management made to increase labor inﬁensity so that department

heéds could be held accountable to carry out the changes.

Redividing and directing frontline labor. The 150 people em-

ployed in hotel services departments in 1947 accounted for more than 40

percent of the hospital workforce (see table 6). Most frontline jobs

in these departments, except for the maintenance and engineering depart
ﬁent‘ reguired few skills (or skills that adults learned as they grew
up) and consisted of a limited number of tasks. And workers had little
br no chance to progress from these jobs to higher-skillied positions.24

n tne dietary deparﬁment, which cooked meals for'patients,
staff, and visitors, jobs fell into several skill levels. This allowed
some workerse in cleaning and carting jobs to become cocks. A depart-

i ,

ment head supervised all frontline workers; two dieticians with spe-
cialized educestion also worked in the department. The maintenance and
engineering dopartment employed one or twe craftsmen in each of several
building trades, a watchman, and an engineer, all supervised by the
chief engineer.25

The oniy primary services departments that existed in 1947 were

radiclogy, the Yaboratory, and the dispensary (later renamed the
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TABLE 6
-
TOTAL EMPLOYMENT BY DEPARTMENT -
Department 19472 1962P  1970C
Hotel Services
DI€LArY - v o v o o 4 e e e e e e e e e 59 49 50
Housekeeping (environmental health services) 53 63 99
Laundry and linen . . . « . @ ¢ o« o o o o« 25 25 31
Maintenance and engineering . . . . . . . . 13 29 30
Total . & ¢ ¢ ¢ v ¢ 4 4 4 s e s s o« 150 166 210
Business
Administration . . . . . 4 4 4 4 4 e 4 4 . 28 29 139
AdMIitEing o « o v v v 4 4 4 e o e e e e e . od 23 oe
Personnel . . +. ¢ ¢ 4 o o o o s e o o o s+ of 09 a?
Financial offices . . & v v 4 ¢ o o + o + & 7 16 ol
Total . & ¢ ¢ o v v 4 6 e o o e o s @ 35 68 130
Primary Services
Anesthesiology . . ¢ ¢« & & o 4 o 4 4 o0 W 0 0 5
Operating and recovery rooms . . . « « « + « 0 29 51
Radiology « & ¢ o ¢ cie o o o o o o o s s 4.5 13 23
Laboratories, blood bank, pathology . . . . 16 45 8C
EKG v v ¢« o o o« o 2 o o o'6 o« o o o o o o =« 0 0J 4
EEG ¢ ¢ ¢ o ¢ o 2 o o o o s o ¢ o o o o o = 0 0 3
Physical therapy . « ¢ ¢« ¢ ¢« ¢ ¢ o o o o« = ok ol 10
Respiratory therapy « . « « ¢ ¢ ¢« « o o « & o 5 9
Occupational therapy . « « « o ¢ o o o« o Soom on 7
Subtotal . . . . . . . . o . . 0 ... 20.5 92 192
Outpatient c¢linics and emergency rooms = . . 27.5 57 92
Floor Nursing and nursing education . . . . 91 232 . 255
Total e e & s s e s s e s s s e o e = 139 381 539
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TABLE 6 - Continued

TOTAL EMPLOYMENT BY DEPARTMENT

Department 19472 1962b 1970¢

Medical Support Services

Purchasing . . . ¢ ¢ ¢ ¢ 4 ¢ ¢ ¢ o o o o 0 4 0°
Pharmacy . « « « ¢« o 4 o o o o o s ' a « o = 2 5 6
Medical records . . . « v ¢ o 4 o o o o - 4 16 56
Medical 1ibrary . « « o« « « o« o s o = = @ 0 2 oP
Social Services . . . . 4 4t e e e e . . 5 5 11
Sterile processing and distribution
(central SUpPPlY) « - « « 4 « o o« « o o 3 04 12
Biomedical engineering . . . . . + + ¢« . . 0 0 0
Total . & ¢ ¢ ¢ e 4t e h e v e e .o« 14 32 85
Grand‘total e o s e e o o & o o o 2 e 338 647 973

SOURCE: Archives of Children's Charity Hospital, Hudson.
3october 31, 1947. '

baugust 31, 1962.

CeExact date unknown.

dE.ight employees in administration d:2partment did admitting tasks.
€Included in figures for administratiomn.

fOne,employee in administration department did personnel tasks.
9Two employees in administration department did personnel tasks.
hIncluded‘in figures for administration.

itncluded in figures for administration.

Ione employee in the outpatient c¢linics did EKG's.

ko employees in the outpatient climics gave physical therapy. -
lrour employees in the outpatieut clinics gave physical therapy.
Mone employee in the outpatient clinics gave océupational therapy.
None employee in the outpatient clinics gave occupational therapy.
OIncluded in figures for sterile processing and receiving.
PIncluded in figures for medical records.

done employee in purchasing did sterile processing and distribution
tasks.
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outpatient department). Some primary services that doctors commonly
prescribed in 1978 had not been introduced into medical practice.
6;her§'were produced (often in rudimentary form) in departments that
existed in 1947. For example, two physical therapists and an occupa-
tional therapist worked in the dispensary; floor nurses performed many
primary services and clerical tasks; and electroencephalographs were
not done. Several medical support services departments existed in
1947: ‘the pharmacy, medical records, social services, and central
supply. - Workers lumped under the categories "administration" and
"assistant treasurer's office" performed business transactiéns.26

Between 1947 and 1949 management reorganized labor processes in
departments in all four categories. Department by department, manage-
ment altered the divisions of labor, set up standard procedures and
scmetimes inscalled equﬁpment. In several departments the workforce
was reduced. Top managers and department heads planned the changes for
most departwents themselves.2’/

2 rapid rise in meal costs marked the dietary department for
early scrutiny. Tift hired Mabel Ashenfelter, a dietitian who had been
a supervisor for a firm(that ran cafeterias'in government buildings.
Ashenfeiter surveyed ﬁhe department and redivided supervisory and front-
line tasks to eliminate several jobs. She set up a schedule for clean-~
ing and purchosed kitchen equipment and utensils. Monthly expenses for:
food and wages each fell by $500.28 |

Administrative assistant Ethyl Berkmeyer reorganized the labor
process in the laundry. Minor carpentry work was done in the laundry

room, "a naw <yctem of exchange of linen was put into effect, new
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procedures for checking and storage of laundry and supplies was [sic]
established, and a system of cleaning and maintenance of machinery was
set up;;all of which [according to Tift] . . . contribﬁted considerably
toward increasing the efficiency of the laundry."29

The assistant director brought the- incomplete, chaotic inventory.

records up to date, set up periodic dlstrlbutlon of supplles, and

starteg buylng standard supplies at scheduled 1ntervals. Redivision of
labor;and standardization of procedures also occurred in the pharmacy
and tﬂé nursing and medicél records departménts.30

Even after the reorganizations, the state Qf mechanization was

rudimentary. For example, the administrator reported to the corporate
member#hip at the 1949 annual meeting:

This year has seen two important installations in the X-ray
Department. One is a portable x-ray machine to be used when
pictures need to be taken in the cperating room or when a patient

is too ill to be moved from the floor to the x-ray department. The
other is an electric cooling unit for the solutions used in develop-
ing pictures. Previously, this was done with the use of ice, at a
great cost in time and labor; also, pictures were ruined because

the solution was not the right temperature. The present automatic
device is highly successful, and adds areatly tc the efficiency of
the work of the Department.

Designating standard procedures for frontline tasks in part
represented type A constant-intensity innovation. Top management deter-
mined the most pfaétical way to do tasks (at a constant labor intensity)
and this least-cost procedure became the standard. Unnecessary effort,
waste, and confusion were minimized,'wbiéh cut costs. However, once
standard procedures are designated, each division of labor implies a

desired speed and accuracy at which frontliners must labor to complete

‘their.workloads. Unless the type A savings were large, the staff

reductions meant that workers had to work faster and more accurately to
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maintain‘the guantity and quality of intermediate outputs. It is most
likely that top management intended the early reorganizations, in com-
b}natién with the formalization of the authority structure, to increase
labor intensity. As part of the dietary department reorganization, for
example, top management beefed up supervision to insure frontliners
labpred at the desired intensity. It is impossible to assess whether
top management expected a greater reduction in costs from type A
constant-intensity innovations or higher labor intensity.3l

After Tift became director, top management reorganized and
standardized on a broad scale. Others before him, objectingvt§ the
idiosyncratic labor processes that evolved as the physical plant grew
- and medical complexity rose, had taken steps in this direction. in
1946 the assistant treasurer found the business office workloéd had
grown over the vears as top management asked for new and more detailed
data. ©5She revised procedures "to give better control over the books,
records, and accounts." Berkmeyer had reorganized the housekeeping
department during the same year. Department heads did not need top
managerent permission to modify labor processes. iAnd there was no
system for recording and updating the division of frontline labor and

| .

standard procedures. .Top management never followed through on an
attempt it made in 1947 to define the duties of fréntline positions in
writing.gzi

Directing department heads. Immediately after he arrived, Tift

established the monthly meeting as one of the main channels for direct-
ing departmant heads. At meetings in 1947 and 1948, for example, he

told department heads to describe jobs in their departments, submit
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monthly staff counts, and report to the proper liaison officer. He

~

informed the group of changes in personnel policies made ag\a;;esult of
their discussions of pést policies.33

Holding department head meetings on a regular basis was a new
practice and a type A constant-intensity innovation. By announcing
directives that pertained to all departments at mandatory meeﬁings,
Tift improved the chances they would be uniformly interpreted and fol-
lowed. Without regular meetings, Benson had been mostly limited to
individﬁal contacts with department heads. The meetings also helped
consolidate Tift's authority over department heads, some of whom had
exercised authority independent of Benson. The chief engineer, for
example, had reported directly to the board.34 |

Top management tried to use the meetings for another purpose:
"to educate each Departﬁent Head in operating within certain specified
limits." Top management estimated a budget for each department in 1947
and 1948--the first in many years. Evidently, the budgets did not work

as planned, for top management did not continue the practice.35

Berkmeyer's years. In 1949 the board split Tift's job into two posi-

tions with independent authority: "A MedicalvDirector responsible for
professional activities and an Administrator responsible for adminis-
trative functions." Ethyl Berkmeyer, R.N{, was promoted from liaison
officer to adﬁinistrator. She had left Children's to join thé Army
during WWII; she returned with Army management skills and Army stan-
dards. Berkmeyer helped create the laborvsystem that,éhe took over in

1949, and she kept it basically intact for twelve years. A few changes
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made in the 1950s anticipated trends of the 1960s, but Berkmeyer did

.

~.

not exploit their full potential.3®
" In 1950 top managment began a construction project that dis-
rupted operations for five and a half years. Moving into the new
central building took almost all of 1953; remodeling in the east and
west wings continued until 1955. Management revised standard pro-
cedures (and sometimes the division of labor) to adapt each depart-
ment's labor process to its new location and to re-establish links with
other departments. Changes made in conjunction with the construction
were primarily outcomes of medical accumulation, which was- top manage-
- ment's response to product market conditions. It appears that little
constant intensity innovation resulted from these changes.37
Top management formed a personnel department in 1957, hoping to
standardize recruiting 'and other personnel activities. Berkmeyer
explained at the annual meeting:
The entire hospital was saddened by the death of Mrs. Edith
Punch in February 1952. Mrs. Punch had been with the hospital for
24 years and none realized her many duties and how much we all
depended on her until she was no longer with us. It was necessary
to reorganize our Administrative Office and separate the Personnel
Department from the Administrative Department. Miss Hope Weatherby,
an employee for 8 years, was appointed Assistant Administrator and
Miss Catherine Clint was made Personnel Officer in charge of all
personnel. It has been the greatest help tc concentrate the per-
sonnel work in one department instead of having all department
heads responsible for personnel, especially at a time when it is so
difficult to obtain and retain workers.38
In 1952 Berkmeyer told department heads that each should compile -
a "Procedure Book . . . stating the functions of the department and the

duties of the employees assigned to each job." The codification did

not involve redivisions of labor nor replanning of procedures, most of
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which had been standardized between 1945 and 1950. Top management's
motives are unclear; in any case, the completed books did not alter the
labor process and they soon became éutdated,39

‘As monthly deficits ballooned in the mid-fifties, top management
tried various measures to cut costs. Management of the dietary depart-
ment was contracted out to a private restaurant firm, the Hot Shoppes,
Inc. ﬁhe firm reorganized the labor process and cut costs; however the

specific changes it made are unknown. 40

f

! Berkmeyer repeatedly scolded department heads about waste,

~ telling them, for example, to conserve electricity, office supplies,
and medical supplies. Top management: also modified standard procedures

. /
to cut costs:

i
h

Department Heads were again reminded [at the January 1958
meeting] that no overtime for employees will be paid without proper
procedures being enforced. No emplove is to work overtime for pay
unless so requested by the Department Head in advance. Overtime is
to be cut to a minimum.

. - - . . - . - - . . - . . - - - - - - . . . - . - . . . . . A el .

Inner-departmental [sic] communications will not be permitted to be
sent in envelopes; medical supplies must be ordered for one week
only each time; printed forms are tc be used only for the purpose
~they are in_tended.41
Top management further stcatified labor in the nursing depart-
ment in 1958 by separating clerical tasks from nursing tasks and assign-
ing the former to ward clerks. The change represented a type B constant-
intehsity'innovation because ward clerks' wages stood far below nurses'’
wages. Berkmeyer and other administrators had discussed this way of

reducing the average wage in nursing at ihe 1957 meéting of the

Chiidren's Hospitals Executive Councii.42
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Operating expenses -did respond fo the cost-cutting efforts. On
the other hand, it became increasingly apparent that formal structures
and'procedures could not, in and of themselves, regulaee activities of
department heads and frontline workers; it was necessary that top
managers continually enforce them. For this, Berkmeyer relied on
verbal commands. But two facts indicate that department heads ignofed

]
directiées that interfered with the way they ran their shops. Fifst,
as impLaed above} Berkmeyer harped about certain new and existing pro-

]
cedureé that were not followed. For example, in 1952 Berkmeyer
reminded department headsvto contact the executive housekeeper when
they needed maids or porters to run errands for the hospital, and never
to send{housekeeping workers on personal errends. In 1953 she told
department heads that all eméloyees, including themselves, must be at
their sﬁations--not ih the dining room--when the workday began. 1In
1954 she,clearea up some "confusion" about who scheduled the work times
of maids and orderlies: "she reminded all present [at the department
head meeting] that that was the job of Mrs. McGrady and that under no
‘ circumstances were they to attempt to regulate the werking hours of
their maids and orderlies." And she repeatedly demanded that the proper
slips and channels be used for ordering equipment, supplies, and repairs.

Second, the administrator who replaced Berkmeyer took additional steps

to enforce formal directives.43

Trends in employment and the division of labor. Between 1947 and 1962
employment doubled in the departments studied (see table 6 on page‘l29).

Management formed several new departments, ircluding the operating
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room, the medical library, and the respiratory therapy department.
Staff size grew rapidly in other departments, such as the laboratories,
busineSs offices, radiology, medical records, central supply, main-
tenance‘and engineering, admitting, and floor nursing.

In general employment grew fastest in primary services depart-
ments and slowest in hotel services departments. Thus over the sixteen-
year périod, a relative shift in employment toward the former cate-

! .
gorie%"occurred. Employment in primary services departments (excluding
floor‘ﬁursing and the out-patient departments) rose from 6 to 14 percent
of the workforce while employment in hotel services fell from 44 to 26
petcent (seevtable 7).

;Employment growth reflected the increasing service intensity of
output'because more labor was necessary to produce the higher number of
intermédiate goods and services in an average hospital day. (Table 3
page 11 indicates the increase in service intensity in three depart-
ments.) Higher employment thus followéd from top manageﬁent's response
to product market conditions. The specialization that resulted from
forming new departments representéd type A constant-intensity innova-
tions because (although labor intensity wae always an important con-
sideration) such specialization generally represented a logical
separation of dissimilar activities rather than a minute division of

tasks.

Inspecting and Evaluating 1947-1962

Tift's organizational chart ailocatad authority for inspecting

output and evaluating workers as well as cirecting the labor process.
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TABLE 7 .
~.

~

DISTRIBUTION OF EMPLOYMENT BY DEPARTMENT CATEGORY °

Percent of Total Employment

Department Category 19472 1962P  1970€
(a) Hotel services ‘ 443 26% 22%
{b) Business 10 11 14

Total a + b - . 54% 37% 35%

(c) Primary services excluding floor

nursing and outpatient department 6% 14% 20%
(d) Medical support services 4 5 9
Total c + d ' 10% 19% 29%
{e) Outpatient departments 8% 9% 0%
(f) Floor nursing . ‘ 27% 36% 26%
Total Employment ' 338 647 973

SOURCE: Archives of Children's Charity Hospital, Hudsorn.
20ctober 31, 1947.
baugust 31, 1967.

CExact date unknown.
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Thus formalization of the authority structure was a step towards formal-

izing this function.

Inspecting output. By delegating authority to inspect to department

heads, top management made them accountable for quality and quantity of
- particular intermediate outputs, which heiped to guarantee adequate
spéed and accuracy of frontline labor. However, top management left
ﬁethods for inspecting up to depértment heads. As when Benson was

- superintendent, departﬁent heéds to a large extent set their own stan-
dards {or 'criteria') for inspections. They informally observed work
and checked output as they bossed, rarely planning standard‘inspection
prcéedures.4&

Due to¢ the nature of hospital production, most intermediate
goods and se:vices recgived frequent, strict inspections. Intermediate
outputs were us2d simultaneously with or soon after their production,
and mény people might detect imperfections and the workers "at fauit."”
For example, patients' parents and nurses‘qﬁickly noticed (and com-
plained about) dirty bathrooms, overflowing linen and trash cans, and-
cold food. 3If the pharmacy sent to the wrong medicine, nurses caught
the error within hours.  Medical résidehts and nurses, especially the
emergency room staff, acutely felt production lags in the laboratory
and the radiology department. And many workers--orderlies, respiratery
therapiste, ward clerks--labored under the watchful eyes of doctors, .
parents, and other workers who were not their supervisors. These checks
that were internal to the production of a hospital day tended to

(a) maintain the desired quantity of intermediate outputs, and
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{b) prevent and correct deficiencies in output characteristics (that
is, maintain quality). Internal checks pressed the actual labor process
into the‘contours that management specified.
iInspection criteria of outside groups dictated minimum standards
for somé intermediate outputs. For example, the Program on Hospital
Standaraization (the forerunner of the Joint Commission on Accreditation
f
of Hoséitals) inspected the laboratories and the medical records and
radioyggy departments each year before approving Children's surgical
‘facilities. Government agencies checked for observance of fire and
sanitation codes.45

‘The 1947 reorganizations in the dietary and laundry departments

‘were méant to cut costs partly through tcugher inspections. Management

!
i

hired 5 night supervisor to oversee kitchen cleaning, expecting closer
inspecéing to increase ‘'labor speed and sccuracy and, therefore, cleanli-
' ness. New procedures in thé laundry :included routine checks on the
guality and quantity of linen. This was irnitended to systemize linen
replacement and insure adequate supplies so represented a type A
constant-intensity innovatioh. (Managenment probably also aimed to

deter theft).46

Racism. In the 1930s and 1940s Hudson was a segregated Southern city.
No convalescent home took in black children. Hudson hospitals that
treated blacks, including Children's Charity Hospital, kept them in
wards labeled "colored." As a group, white top managers, department
heads, and frontline wcrkers at Children's believed and acted as if

their darker-skinned co-workers were infezior.47
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Amicable surface relations partly obscured whites' attitude: a
group of blacks sang spirituals at the tea party commemOQSEing‘Benson's
twenty-fifth year as sﬁperintendent. But managers referred to black
workers as "the help" and made them eat in a separate dining room,
enter by the loading platform, and ride the freight elevator. Top
management even threw separate Christmas parties for them. Tift
reported in 1947 that food costs had been cut by using "bulk ﬁilk e . .
for cooking and in the Help's Dining-room." 1In 1953 the executive
committee, shocked that the chief dentist wanted to appeint a black
dental resident, voted to

+ . . appoint a special committee to go into the whole question of
a dental Resident, . . . including whether the Hospital needs one,
whether his pay should be increased and whether further efforts
should be made to obtain a white one.48

In this atmosphere, surrounded by biase& social institutions,
black workers at Children's had no chance for evaluations, rewards, and
punishments on the same terms as whites. iManagement filled the lowest-
skilled, lowest-paid jobs with blacks only. It never hired or prométed
blacks to supervisory:positions. The evéluation‘function at the hospi-
tal {as well as the directing and the rewarding and punishing fqnctions}

was premised on and reaffirmed Hudson's pervasive racism.49

Evaluating frontline workers. In 1947 department heads evaluated when

they judged whether workers "deserved" permanent status, merit increases;
and promotions, and when they hired and fired. Department heads used
their discretion in chobsing the aspects of performance and behavior to
evaluate and the standards (or 'criteria') by‘whicﬁ to judge. Nothing ~/

prevented a department head from evaluating two workers by different
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standards; nothing insured consistent practices from one department to
the next. The values and prejudices of the department hé;&ndetermined
how fair and evenhanded were her or his evaluations. As when Benson
was superintendent, evaluations centered on the department head's
perception of workers' speed and accuracy.50

The personnel department, which Berkmeyer formed in 1952, 3
planned standard procedures for recruiting and screening. By standard-
izing evaluations of job applicants, top management realized type A

constant-intensity gains. Department heads did not heed these new

directives.>1

Assessing department labor processes. When Tift became director, top

management judged department operations by the quality and quantity of
their intermediate outputs. The assessments were informal since
management did not collect production statistics or conduct standard
inspections. 1In 1947 Tift and the board learned a new way to assess
the dietary department labor process. Ashenfelter, the consulting
dietitian, began recogding numbers of meals served and outlaYs'for
food, and calculated unit labor costs and‘unit material costs. The
figures proved that her reorganization turned the department arcund
financially; Tiff thought the records themselves were "the most strik-
ing changes.“52

Consultant Richard MacKensie had s;ggested in 1940 that top
management monitor unit costs of intermediate outputs to assess depart-
ment operations. He recommended that management keep count of patient ,

days, operations (numbers and hours), outpatient visits, outpatient
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treatments, laboratory tests, x-ray pictures, x-ray treatments,kmeals,
laundry (pieces), and steam (pounds). Many of these numggfs were not
compiled in 1940. MacKensie's plan for the data was similar to
Ashenfelter's:

If the cost of operating the laundry is known, and the number
of pieces washed is already counted, the cost per piece can be
determined. If the total cost increases, inquiry should be made by
the Assistant Treasurer to learn the cause.>

The usefulness of cost statistics was again demonstrated in the

mid-fifties. Berkmeye? showed the board how the Hot Shoppes had calcu-
lated unit meal costs before and after it took charge of the dietary
department. The firm reduced outlays and was able to fun the depart-
ment at a profit.>4

After Tift became director, top management kept monthly counts

of the intermediate ou%puts that MacKensie had mentioned. 1In addition,
each month it collected figures on employment and separations (quits
and firings) by job cétegory. Tift and the board used the reports,
which were called paYroll reports, to monitor their "great efforts to
keep the number of eméloyees at a minimum." Administrative"secreﬁary
Edith Punch calculated monthly changes in employment, and Tift relayed
the information to the board, often justifying reductions and ircreases
in particular deparéﬁents. In the 1950s Berkmeyer used payroll reports

to tell whether steps to reduce turnover had actually done so. But top

management did not calculate unit costs of intermediate outputs.55

Evaluating department heads. Top management evaluated department heads
in an informal manner during'these years. Because unit costs of inter-’

mediate outputs were not known, top management could evaluate a
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department head only by the quality and quantity of department outputs
and an intuitive appraisal of her or his supervisory skills. Given top
managemgnt's interest in reducing employment, department heads who cut
staff (;r produced more with the same staff) probably improved their
‘chanceg for a favorable evaluation.
Rewarding and Punishing 1947-1962

Uhéet Tift and Berkmeyer, rewarding and punishing occurred much as

, . .

it had while Benson was superintendent, although formalization of the

anthority structure clarified each department head's jurisdiction.

Wages. The board set and raised entry-level wages for frontline
ﬁorker% after consulting the director and administrator. 1In determin-
ing za£es, ﬁop’maﬁagement considered wages of comparable jobs at other
' Hudson‘hospitals, and for years it had paid less than the area average.
The leastQSkilled workers received the federal minimum wage.56

The board raised the wages of frontline workers,'dr a subset of
them, numerous fimes during the period. Each raise is explained by one
or more 6f the following factors: (1} average area rates for compar-
able jobs rose, (2) the legal minimum rose, (3) a group of workers
demanded higher pay,_(4) top management. intended to reduce turnover by
nérrowihg the gap between Children's rates and the area averages. |

| Raises caused by one of the first two factors did not consti-

tute a change }n rewarding practices. Top management had to partially,

if not fully, match area-wide increases to attract job applicants and

keep the quit rate from rising. When a group of workers demanded
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‘higher wages, top management usually raised rates in order to smooth
over challenges to its unilateral authority to set wages?\\

vWage increases that brought rates nearer to the area averages
can be interpreted as a constant-inteneity innovationvin rewarding
practices. Top management hoped to cut costs by’reducing the quit
rate, turnover, and the ratio of new hires to experienced workers.
With fewer new hires, training costs per unit of output would fall and
(assuming that experienced people worked more accurately and faster
than tfainees) so would the costs of defective output and the implicit
costs of foregone output. Top management expected the savings to
exceed the total outlays for higher wages.

An increase in the federal minimum wage in July 1946 had forced
the board to raise wages for "the entire staff of some 135 colored
employees." The board‘approved higher wages for operating room nurses
in 1947 when the nurses threatened a "wholesale deperture.“ The next
year Tift convinced the board to raise nurses' rates by 12 percent ang
other wages by an average of 4 percent to reduce turnover, especially
turnover of workers iﬁ "strategic positions."57

In 1949 the boerd gave a $5.00 a month raise to 121 "time—clock
employees in the lowest pay brackets"--dietery, housekeeping and
laundry jobs--to reduce a monthly turnover rete that ranged fron 8 ﬁo
22 percent. - In 1952 an increase ip the minimum wege'forced an equal
pay increase for maids and womeh'dietery workers. Maids' wages rose
again fer the same reason in 1955.58

After 1952 the Hudson Graduate Nurses' Association negotiated

rates with the Hudson Hospital Council. A shortage of nurses compelled

/
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Children's top management.to accept the city-wide pacts. Each time
nurses' rates rose, the board generally voted a smaller increase for
other ﬁérkers to avert disaffection.>9
}Although the board set entry—levei minimums, department heads
could éay new workers at higher rates and could reward "good" workérs
and théir favorites with merit increases. However blacks rarely if
e 60
ever ﬂecelved such rewards.

; The board set and raised the salaries of hired top managers and
depargﬁent heads on an individual basis, in part according to how dili-
gently they worked for the hospital. For example, in 1946 the board
took the advice of the hospital's auditor and rewarded the. assistant
.treasu%er for her hard work. After the board raised frontline wages it

often gave the hired top managers and department heads an increase to

maintain wage differentials.6l

Benefits. fhe board also set benefits below the average for area
hospitals. Until the mid-fifties, the least-skilled workers put in
more than five days a week. Frontliners in the dietary department
began working a forty-hour workweek under Hot Shoppes management, but
frontliners in housekeeping worked a forty-eight hour week for several
more years. Everyone earned four days of paid sick leave and six paid.
holidays per year. The least-skilled werkers accumulated one day of
’vacation per month. Higher—skilled workers accumulated one and one-
half days per month, and department heads, one énd five-sixths days.
Top management made no provisicn for workers to build pensions; it

subscribed to a group health insurance pian for which workers paid

their own premiums--payﬁents that few low-skilled workers could afford.
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And until 1954, in a burst of holiday generosity, Berkmeyer gave every-

one a half-day off for Christmas shopping.62

Other rewards; punishments. Top ménagement found that paying workers
for their time and assigning‘department heads to direct their efforts
and inspect their output rarely induced the labor speed and accuracy it
desiteé. It delegated department heads substantial authority to reward

workers with promotions, holiday and vacation preferences, choice work-
[ B

t

ing séhedules, and extra sick leave, and to punish them with denials of
rewards, Vituperation, and firings.

As when Benson was superintendent, there were no désighated
‘patﬁs éf progression frém low~-skilled tc higher—skilled joEs (or 'job
la&deré') and no written prerequisites for moét‘jobs. Thus department
heads freely'decided when and how far to promote frontline workers.
The board promoted department heads and top managers in a similar}
informél manner. Fof example, during the 1940s Berkmeyer and another
administrativevassistant each won a series of promotions into positions
of greater authority.63

Department heads' considerable abiliity to reward "good" workers
and punish "bad” rested on their right to do the following:

1. assign‘days and shifts of work

2. approve overtime (subject to the approval of the personnel

officer)
3. decide if the workload permitted a coffee break
4. mark time cards for payroll

- 5. schedule an empluyee to work on-a hospital holiday (and
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give a compensatory day off) or allow the holiday off

6. schedule annual leave (subject to the personnel officer's
approyal)

7. recommend an extension of sick leave (subject to the
approval of the administration)

8. approve a request to substitute annual leave for sick leave

9. recommend allowance of special religious or other holidays
not observed‘by the hospital (subject to the approval of
the administration)

10. recommend time off for professional conferences or educa-
tional purposes (subject to the approval of the administration)

11. reccommend salary advances in cases of emergency_(subject to
the aéproval of the administration)

12, terminate dhring probation on one day's notice

13. discharge immediately for absence without notice

14, discharge for unsatisfactory work after giving "reasonable
time" for improvement

15. discharge for insubordination, dishoneéty, intoxication, or
excessive Fbsenteeism.

A 1952 leaflet for new hires said this about firings for unsatisfactory

works:

Bn employee whose work is considered unsatisfactory will be
notified of this fact by the Department Head and encouraged to
improve. If no improvement is noted within a reasonable length of
time, the Department Head will give the employee notice of dis-
missal and arrange for an exit interview with the Personnel
office. 8%
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Prométions for black workers were restricted to a few semi-
skilled positions. Merit increases and promotions were the rewards
that most contributed to frontline goals of economicvsecurityrand
édvancement. It is unknown how often department heads gave merit
increases and promotions to whites. 65

Department heads did often use their ultimate punishment.

They fired thirﬁy—one workers during the year ending in October 1955--
14 pércent of the workforce (exclusive of doctors and nurses). As
reasons, department heads most often cited unsatisfactory work (that

is, insufficient labor speed, accuracy, or both) and specific deport-
ment that hindered labor intensity, such as absenteeism, tardiness, or
drinking on the job. Firings also occurred for alleged insubordination,
such as "talking back® or hitting a supervisor (see tablek8); The
number‘of firings in 1955 was average, if not low, for the 1947 to 1962
period; ané the reasons stated were typicél.66

The wide latitude left department heads to reward and punish
enabled them to freat frontline workers unequally. Even after the
pérsonnel office issued leave regulations in 1952, authority to award
earned leave remainediwith department heéds, and some of them ignored
- the regulatiéns.l Somé department heads required certain workers to
make up ell the days they fook off because of illness. Department
heads could reward and punish for person:il traits unrelated to work
perfozmance. For example, in 1956 the housekeepef fired a maid who did
satisfactory work, because she allegedly "wanted to hang around_the
men's lecker room although . . ; [she had] two children born '‘under the

rose.'® To the extent that department heads judged by their own racial
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TABLE 8
~
FIRINGS AND QUITS AT BN
CHILDREN'S CHARITY HOSPITALR
1954b 1955P
Firings i
Absenteeism and tardiness . . . . ¢ 4+ o o . . . 10 6
Work unsatisfactory . . ¢« ¢ ¢ ¢ 4 ¢ ¢ ¢ v e e e . 21 7
Insubordination . .« « ¢ ¢ ¢ ¢ o+ 5 e o o o o o o . NA 4
Drinking on the job . . . . . ¢ ¢« ¢« ¢ ¢« ¢ & ¢ o . 7 3
Creating disturbance . . . ¢ ¢« ¢« ¢« ¢« ¢« « o « « NA 2
Probable forced resignations
Emotionally unstable . . . . + ¢ ¢ ¢ ¢ 4 4 4 o W 4
Personality clash . . . . ¢ ¢ o v 4 4 ¢ 4 4. o o & NA 3
Total firings ¢« « ¢ v v ¢ ¢ ¢ ¢ o o o o o o o . NA 31
Other resignations . . . . . . . . ¢ ¢ o o o .. NA 86
Left without notice . . . ¢« ¢« & v ¢ ¢ o ¢ o o o 10 10
Total QUIES & v & & ¢ ¢ 4 4 o o« s o o « o o o @ NA 96
Total firings and quits . . . . . . . . . . 156€ 127

SOURCE: Archives of Children's

NOTE: NA means not available.

Charity

Hospital, Hudson.

AExcludes doctors, nurses, and workers in the dietary department.

brywelve months ending October 31.

CIncludes transfers.
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prejudices; moral strictures, and whims, rewards and punishments were
biased and arbitrary. It is probable that practices for\;gwagding and
punishing differed across departments and that favoritism often marked
practices within departments.67

Berkmeyer did insist on one principle of fairness. She told
department heads to draw up vacation schedules early and stick to thém:
"When employees plan their wvacations it is véry trying to have all

arrangements made and then to have the Department Head rearrange the

dates."68

Training 1947-1962

Training frontline workers. Most but not all department heads found it

necessary to teach new hires the scope and method of performing tasks.
Training occurred on the job; that is, the new hire initially assisted
another worker with her or his regular duties. The department head
kept‘c109e watch, and when the new hire learned the routine, assigred
her or him a full workload. The training period for most jobs was
brief, bﬁt it enabled'management to familiarize workers with standards
for speed, accuracy, and deportment as well as with the work tasks. 69
When reorganization altered the labor process, management held
sessions (or 'inservice' training) to teach workers the new duties and
procedures. - After the new assistant treasurer replanned accounting
procedures in 1946, she traihed office worke:s "to relieve her of some
of the burdensome detailed work of this office.®™ 1In 1947 a resident
doctor told dietary workers about kitchen techniques that preverited

contamination.70

/
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Training department heads. Tift and Berkmeyer used the monthly meet-

\\.
ings to instruct department heads about their directives. These brief

lectures composed a soft ofvon-thefjob training. When top management
told department heads to submit monthly staff counts in 1947; Edith
Punch showed thém how to f£fill out the forms. The controller explained
how to mark time-books for the payroll office in 1949.‘ {Depar tment |
heads received a memorandum on the same subject in 1950.) At meetings
in- 1956 the controller explained modificatidns to the payroll system
and the purchasing agent talked about the procedure for distributing
supplies. Department heads received almost no instruction about evalu-
ating, rewarding, and punishing during this period because top manage-
ment issued few directives for these activities. An exception was the
set of regulations governing annual leave, which Berkmeyer discussed
"at length" in 1955.71"

Top management indoctrinated department heads to view their
jurisdictions as part of a hospital-wideilabor system. At several
meetings after Berkmejer became administrator, a department head
described the labor pr;cess in her or his department to ﬁhe others.
The head of the 1aundr§ discussed washing and distribution procedures
and the chief technician in the EEG department related the histoty of
electroencephalography; Top management also kept department heads
informed of the various financial crises and its actions to alleviaie
them. 72

Top management intended trainingvto reinfotce its'directives.

To increase the accuracy of department heads' activities, top managers



154

explained how to implement policies and procedures. To motivate depart-
ment heads to follow the directives, they explained why.

?The American Hospital Assoqiation offered sport courses in
houseke;ping and supervisory skills for housekeepers; top management
sent the executive housekeeper in 1950. At industry gatherings through-
out thé 1950s, managers from Children's heard speakers advocate train-
ing fo; department heads and supervisors, but top management set up no

program of systematic training.?’3

f

{
The Sutton Report

More than twenty of the specific changes that Sutton recommended
in 1959 addressed the labor system. His suggestions in effect called
for foémalizing the directing and the rewarding and punishiné functions,
and étandardizing depaftment assessments. As mentioned above, Sutton
said the board should codify the administrator's duties and authority.
In addition, the administrator should redefine and codify the lines of
authoriéy and the duties of each managemeﬁt position. Job descriptions
for all non-supervisory positions should he written. Management should
record department procedures and, where standard procedures did not
exist, should adapt procedures published by the American Hospital
Association. Sutton noted that periodic review and revision of written
procedures would be necessary to keep them current.’4

Outpatient clinics should be cdﬂsolidated and fewer "non-
educational,” non-paying patients should be treated in the clinics and
wards. To improve the inflow of revenue, charges for intermediate
outputs should be recorded differently and a credit and collection

department formed.’>
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Sutton recommended that management use specific "internal

\\

controls [that were] essential to an effective plan of administrative
accountability,"” that is, specific tools for inspecting output and
assessing departments. Codified directives were one such control. 1In
addition, management should revise its chart of accounts and establish
a "cost analysis system," that is, it should begin calculating unit |
costs (including fixed costs) of production. After that, management
should estimate an operating budget.76

'Sutton recommended that the personnel department assume all-
recruiting and screening activities, and that it élan standard pro-
cedures for doing them. The department should also maintain daily
attendance records. Topvmanagement should specify an entry wagevrate
and étep increases for every position and‘a procedure for advancing up
the steps. Personnel é@licies should be written in a handbook for
workers. All employees should earn sick leave and overtime pay at the
same rates, and a pension plan and a grievance procedure should be
established.’’ ; |

Sutton includeé almost all recommendations that involved the
labor system in his list of "phase one" changes—-those needed
immediately--which he claimed "should result in significant improvement
in the financial picture at Children's Charity Hospital as well as
develop a sound basis for future operations."” He did not say whether
he counted more on higher révenues or lower costs to achieve this happy
result.’8 |
/

Berkmeyer implemented the labor system recommendations asz best

she could. Soon after the report was submitted she assigned personnel
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director Clint to coordinate the job description project. Each
department head was to write descriptions for positions ;;\heg or his
jurisdiction after a discussion with Clint. Most department heads
turned them‘in by the end of the year.' In 1962 Berkmeyer said that
each time a job's duties changed, the department head must submit a new
description.79 ;

In 1960 Berkmeyer told department heads to compile procedure
books for their departmenté. She said, "This is to be done in no great
detail; but i§ rather a list of the work of the individual department,
how it is divided and carried out." . The project was never completed,80

Top management revised accounting procedures, began recording
building depreciation, and planned to apportion overhead costs (or
'indirect' costs)A"so that Departments will know more nearly how much
it costs to operate.” ‘Top management to;d depértment heads that it was
thé responsibility of the personnel departmenf to (a) recruit and
initially'inferview job a?plicants and (b) determine, with the approvail
of the administrator, entry-1evel pay rates. The department headfs
role was limited to méking the final deciéioh about hiring.81

Top management printed a newsletter for employees. The new
personnel director revised sick and anndal leave regulatidns and wrote
a handbook of personnel policies for new hires. After 1960 all workers
earned ten Zdays of sick leave per year with a maximum accumulation of
twenty days. And pressure from important doctors convinced the board
to sponsor tax-sheltered annuity contracts; workers whose incomes were

above subsistence could then finance their own pensions.82
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All in all, the measures changed ﬁhe labor system in only minor
ways; they offered no cost-cutting breakthroughs. Using hindsight, one
can point oﬁt a nﬁmber of reasons why. Writing job descriptions did
not affect the actual labor pfocess and department heads could change
the di?ision of labor; procedures, and employment at will. With no
budéet?, department heads felt little pressﬁre to limit expenditures.
With ng rules for‘rewarding and puniéhing and no grievance procedure,
they %ere under no compulsion to treat workers decently or equally.
YWith ;o real enforcement of hiring procedures and leave regulations,.

they could still interview and hire whomever they pleased, determine

entry-level pay, and discriminate in awarding leave.
i

!
i
!
!



CHAPTER VITI

i ~ "EFFICIENCY" TAKES COMMAND
At the Top

The Coup
;June 1962: swiftly and quietly, the board tightened its grip
onkthgilabor process. It created a new staff position of director who
!
ranked above the administrator and was responsible "for all Hospital
operations . . . subject to the policies of the Board of the Hospital."
The board confirmed the obvious choice for director, Charles Gilchrist,
ﬁ.D. :ﬁ named Berkmeyer "Administratcr Emeritus,” relieved her of her
duties, and began looking for a replacement. In October it hired
Ronald‘Jones.l ‘

The board believed that by redrawing lines of authority at the
top,.the 6rganization of production could bhe tailored to‘medical accumu-~-
lation. By subordinating the administrator to director Gilchrist, the
board placed the labor process in the hctel serviceé, business, primary
services, and medical support services departments at the service of
its longterm goals. 1In addition, the board selected an administrator
who agreed with the goals. On occasions when explanations were in
order, the president and the new director said the change was neces-

sary for Children's to become a medical center. After two and a half

 years, the board had taken Sutton's advice.?2

158
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Vital Statistics 1963-1970

The ad hoc medical accumulation of the late 1950s had strengthened
demand;S The proportion of private patients (that is; patients admitted
by a‘physicianvin private practice), who were most likely to carry
insurance, had increased from 45 to 55 percent between 1958 and 1962.
Durinngones's years as administrator, average annual occupancy and
the nuéber of clinic visits rose from the preceding eight year period.
But fﬁgancial problems'dogged top management throughout fhe 1960s.
Operaéing expenses grew two and a half times between 1963 and 1970,
and except in 1970, the annual operating geficit was more than 15
percent of expenses. 1In 1967 the deficit egqualed 24 percent of
expehse; (see table 9).3 |

.Anhpal net income figures improved remarkably, due to the
board's efforts to rais; gift income and third-party payments. Several
times, however, a cash shortage caused a panic. The‘boa;d accepted
large’operéting deficits as long as the labor system tan smoothly and
sustained a rapid rise in the service intensity of output. A liquidity

crisis in 1969 forced the board to reassess its strategy and management

of the labor system.

Managing the Accumulation Process 1963-1970

Having restructuréd authority over the labor process, the
board‘resumed efforts to (a) shift cut demand for hospital days through
medical accumulation and (b) increase both the non-operating and operat-
ing revenues obtained from & constant output. Administrator Jones

interpreted his responsibility for the labor system broadly, often
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TABLE 9

FINANCES AND DEMAND 1963-1979

Operating ' Average

Net Gain Surplusor Operating Average - Daily

or- (Loss) (Deficit) Expenses? Occupancyb Clinic

Year (Thousands) (Thousands) (Thousands) (Percent) Visits
1963 {(327) (756) 3,586 74 235
1964 74 . (662) 3,931 71 220
1965¢ 180 ' (730) 4,342 79 232
1966€ 145 (879) 4,919 76 279
1967€ {198) (1,448) 5,934 72 245
1968€ 825 (1,287) 7,149 69 261
19699 213 (1,389) 8,605 66€ 262
197Gd 793 .(681) 9,367 70 279
_ 19716 (1,867) (3,392) 12,604 66 . 275
19728 (708) (2,342) 12,365 62 318
19739 531 (1,279) 12,664 67¢€ 316
1974¢ " 59 {1,708) 14,282 68 293
19759 NA - NA 17,975f 66 NA
19769 889 (1,061) 22,751 65 NA
19774 (92) (2,115) 27,864 61 NA
19734 NA NA 40,674% 67 - NA
19794 {545) (3,107) 50,213 77 381

SOUECES: Archives of Childrens's Charity Hospital, Hudson;
American Hospital Association, Hospitals: Journal of the American
Hospital Aszociation, Guide issues 1964-1980.

NOTE: NA means not available.

A3uilding depreciation was recorded.for the first time in 1958
but was not designated as an operating expense until fiscal year 1971.

hAverage annual occupancy was calculated from figures reported
to the American Hospital Association for average daily census and
number of beds.

CMonetary amounts are for the twelve months ending July 31.
SMonctery amounts are for the fiscal year, which ended June 31.

efiguré from Children's archives.

fpigure reported to American Hospital Association.
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making suggestions and sometimes acting in the board's affairs—-

territory info which Berkmeyer had rarely ventured.4

Medical;accumulation. Board members rallied behind Gilchrist's pro-
posals‘for a medical center. They readily approved offices; labora-
tories, ahd specialty services for doctors, and room rennovations,
parkin# lots, and other amenities for éatients and iheir parents.
Apﬁendix A indicates tﬁe magnitude of mediéal accumulation during
'these[gears. Althoughvthe board wanted more paying patients, it ih—
sisted‘the dbor be wide open to poor children, an unbroken tradition
since the hospital's founding. It turned down a suggestion by Jones
ﬁO‘Cﬁt }osses by limiting admissions and clinic visits of étaff
patienésb(that is, patients without a private doctor).5

;Demaﬁd did not %ncrease as fast as top management hoped.
Suburban hospitals built pediatric beds at an alarming rate (see chap-
ter 1),' Children's, with its peculiar ©l1d facilities in a high-crime
area,‘was losing ih‘market competition deépite medical accumulation.
Also, political battles for highét revenues, which are described below,
diverted the board's attention from developing a medical center. The
board consulted another specialist. In 1967 it hired E. D. Goldstein

Associates Inc. to "devise a master plan . . . so each forward step is

taken according to a calculated plan."6

Goldstein's most important recommendation was that the board
build a new hospital. He named several possible locations; the best
would be a tract of land adjoining a non-profit adult hospital and a

Veterans Administration hospital. Brand new facilities in a "better™
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neighborhood would overcome the main causes of the dwindling inpatient

census; said Goldstein. The board decided he was right.7

Gifts and grants. Throughout the 1960s the board wanted to replenish

the investment fund, which had been depleted by security liquidations
to cover éperating deficits, and to increase and stabilize unrestricted
g?fts. The board contracted professional fundraisers and in 1966

hired a fuli—time head for the fundraising office. The amount of
gifts needed to offset operating deficits remained high so after the
board decided to erect a ﬁew bﬁilding the fundraising effort ﬁad a
dual focus. New promotions and benefits were invented to supplement
soliéitations by mail and in newspaper columns for unrestricted gifts.
To finance construction, the board applied for federal loans and
grants and appealed to wealthy individuals énd foundations; early

results of the drive were discouraging.8

Paymehts and charges. Top management blamed the‘financial crunch that

began in the spring of 1964 (when monthly opérating def;cits ran between
$32,000 and $42,000) on the high volume of charity care. It campaignea
for higher hezalth department reimbursement of indigent care and for a
broader definition bf indigency. Board members 1obbied their friends‘
and contacts in Congress and top management took out a full-page news-
paper advertisement. The campaign was bigger and more systematic than-
previous ones and it brought mixed results: (a) a temporary increase

in payments worth $90,000 a year, (b) publicity about the hospital's
plight, znd (c¢) a Congressionally-mandated probe into éroéuction

mefficiency™ and quality of care.?



The board also took a new stance towards private insurers. It
backed a demand by the Hudson Hospital Council that the ;zga’glue
Cross affiliate increase payments. The council proposed that all
hospitals terminate contracts with the insurance company if it refused
to negotiate, and Children's board agreed to participate in the action.1®

In 1966 Gilchrist applied for a Comprehensive Health Care
contract, a federal program that paid hospitals to provide total health
care for poor children. The next year the board lobbied Congress for
legislation that would enable Hudson to sponsqr a Medicaid program.
Top management estimated the federal programs would yield up to $1
million a year.ll

Children's won thé Comprehensive Héalth~Care contract. Medicaid
legislation passed but at first the program was underfunded and poorly
organized. By September 1969 Medicaid owgd,Children's $426,000 in
back payments, with other claims pending, .and the board looked to
political friends to speed up payments.12

Top management periodically raised the price of a hospital
day, basing charges fof intermediate outputé on charges at other ares
hospitals. On several occasions, operating deficits forced additional

price increases at Children's.l3

The board and the labor system. The board allowed Jones much autonomy
to manage the labor process. Mostly actiﬁg as an overseer, it monitcred
his activities and his proposals regarding matters outside his authority.
From time to time, board decisions independent of or in conflict with

/
Jones's advice affected the labor system. Such decisions are mentioned

here_ahd are further discussed later in the chapter.
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The board scrutinized changes Jones made in the labor system
dgring his first years asbadministrator. He proposed that wages and
benefits at Children's be raised comparable to area hospital rates.
The board agreed to higher wages but not higher benefits.l4

In 1965 the board hired an accounting‘firm to reorganize the
business offices. The firm, MacNicol, Johnson & Co., was one of two
that had carried out the investigation ordered by Congress. The firms
judged Children's medical care first-rate andiblamed deficits mainly
on the high charity load and low third-party payments. But MacNicol
Johnson found sloppy accouﬁting and billing préctices that caused
revenu= losses, too. The report received a fair amount of media cover-
age and the board felt it must correct deficiencies in the labor system
'~to retain itrs credibility——a crucial factor in the political battle
for higher third—party‘payments.l5

In 1967 the boafd approved a benefits package similar to those
at oﬁher Huéson hospitals. Two years later it reconsidered its long-
standing refusal to negotiate with a workers' organization over wages,
hours and conditions of employment. The board declared it would allow
workers to vote on the question of a union, but hastened to add that
they did not need one, and appointed the director to convince them
this was so.l®

The board seemed to intervene in the labor system in early
1971 to eradicate racism. It adopted an affirmative action plan as
part of an agreement with the Hudson Human Relations Commission to

settle a discrimination charge.17
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Crisis in the accumulation process. Every year the board scrounged

and scrambled to cover the operating deficit. Almost every year it
was forced to liquidate tens of thousands of dollars worth of securities.
The decision to build a new hospital worsened the problem, for medical
accumulation continued apace while construction multiplied capital
requirements. Operating deficit; averaged $167,000 a month in fiscal
year 1968 and $199,000 in fiscal year 1969. By September 1969, liabili-
ties exceeded assets by $340,000.18

In order to meet payrolls the administration borrowed from the
building‘fund, the restricted fun;s, and the research foundation. The
board considered whether it could divert donations for the new building
to operating accounts. It resolved to continue pressuring doctors to
use the hospital, asking political friends to speed up Medicaid pay-
ments, and soliciting éifts. But the crisis prompted the executive
committee to reassess its long-run stratégy. In September 1969 the
committee diséussed (2) whether to proceed with the new building and -
(b) how to finance production costs without wiping out assets, 19

The committee reaffirmed the commitment to medical accumulation--
scrapping the new bui}ding was only a rhetorical choice. But the
administrator and at least one committee member said that expansion
had been promoted unmindful of its costs. The>discussion continued a
debate as cld as the medical center conce¢pt itself: whether medical
'accumulatioﬁ could increase demand sufficientlyvto offset the increased‘
costs that it entailed. Many vears earlier, Berkmeyer had rationalized
the highrcosté of education and research as a necessary burden of‘a

progressive medical institution. 1In 1959 Sutton had implied that the
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hospital could become a medicél center and stay soivent only by altering
the labor system to cut production costs of intermediate\gsfputs. The
board replaced Berkmeyer with Jones once it was convinced that cutting
costs was as essential as enticing private doctors. However, Jones
expressed doubts about restraining the costs of medical accumulation
as early as 1966. He found that grants for research and training f
projects did not fully cover overhead costs and that additicnal workers
were usually needed in the hotel services, business, medical support
services, and primary services departments as service intensity rose. 20

The board never disputed that medical accumulation increased
opetating costs. As the hospital continued to run in the red, some
members questioned the perpetual remodeliﬁg and rebuilding. But the
majority dismissed all suggestions for lowering the service intensity
ceiling. 1In 1969, as ft had in 1962, top.management focused on the
labor process and it decided it must cut production costs drastically.
In July the directof and administrator froze employment and the equip-
ment stock. The boarq formally approved the action in August.21

The employmentyand‘equipment freeze, timely Medicaid payments,
a boost in room rates, and a higher census combined to pull the hospi-
tal from the brink of‘bankruptcy. In fiscal year 1970, top management
halved the operating deficit of the previous year, which had reached
$1,389,000. However, Jones left apd the director and board devoted
its energies to fundraising and consﬁruction. Management of the labor:

process disintegrated and the operating deficit rose fivefold during

the next fiscal year.22
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vital Statistics 1971-1977

Top management reduced operating deficit from 27 peréent of
expenses to 8 percent between l97l and 1977, even though average annual
occupancy never exceeded 68 percent (see table 9 page 160). The net
income figures improved substantially during this tiheias well. Finances
still required constant attention but no longer presented overwhelming

problems.

Managing the Accumulation Proéeess 1971-1977

After a long search tﬁe board and director found a man to
manage the labor process in keeping with their goal.u Brandon Rankey
assﬁmed the administrator's post in 1971 just as the hospital's auditor
submitted the 1970 audit. The firm, Arthur Anderson & Co., attached a
report to tﬁe audit dogumenting abysmal management practicés, which

effectively gave Rankey a mandate to reorient the labor system.23

The board and the labor system. The board watched Rankey's progress
on the auditor's recommendations. and other cpst-cutﬁing measﬁres.
Satisfied with the results, it seldom intervened in the labor process.
An excepticn occurred{in 1972 when it declared that "composition of
the Annual Corporate ﬁoard and Board of Directors shall more fully
reflect the racial, cultural and religious composition of the Metro-
politan Hudsow eommunity,“ and said if Qeuld fry to eliminate racism
throughout the hospital. And where wages and benefits were concerned,
the board held the purse strings tight throughout the'1§705, apptoving

increases orly under pressure.24
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@ifts and grants, Fundraising in the 1970s served two ends: .offset
operating deficits and complete the new building. For ug;gstgicted
gifts, the board relied on mass fund drives that used "public felations“
techniques: Jlocal radio stars hosted an annual golf tournament, a
local restaurant firm made a strawberry pie that fed six thousand, and
heart-rending television commercials featured Children's. For>the new
building, which cost $77 million, wealthy individuals and foundations
donated $8 millien and a bank loaned $5 million. Tﬁe federal govern-
ment financed the rest. 1In the early 1970s the board lebbied for
grants and loans from the U.S. Dep%rtment of Health, Educétien, and
Welfare and for direct Congressional appropriations, eventually rais-

ing more than $50 million in federal gifts.23

Payments and eharges. Arthur Anderson recommended that output be

priced to cover cests (a practice long advocated by the American
Hospital Associatien) rather than at prevailing cemmunity rates.
Costs had §kg:@@keted and the board worried that if it raised charges
enough to eover them, a public outcry would ensue. It finally made
the change in 1974. Sy that time; most thi?d-party.payers based pay-
ments en the minimum of a hospital's charges or costs, so revenues

frem governments and private insurers immediately increased.?f

Medieal aceumulation. ?@p'management continued to increase the com-

plexity ef égéaztmeaés at the ol@ location, affiliate with other health
care providers, and add new services that were unavailable in the

Hudson area, Staff doctors felt all this was necessary despite the /

cost; the beard conceded to prevent more of them from leaving., ¥For
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example, the board rented clinic space in several suburbs for pédiatric
cardiologists, who referred their patients to Children's\EBr\
hospitalization.27 |

Top management clung to the hope that the new building would
bring salvation. At the end of 1972 the board thought it would be
finished by mid-1974. Funding and construction delays postponed thé
opening by three years. To keep the hospital solvent in the meantime,

the board charged the administration to produce intermediate outputs

with fewer workers and at lower costs.Z28

The Labor Process under Jones

Jones's resume iﬁ 1962 showed a master's degree in hospital
administration and top management positions at three hospitals and a
city hospital council.‘ Experience had honed his ideas about running a
hospital: he thought structures and procedures important, yet he did
not manage from a distance. He believed the labor process would run
cheaply, smoothly, and "by fhe rules" if workers felt it ran fairly
and in line with their goals. His role,vés he saw it, was to make it
run that way. A nurse recalled, "Mr. Jones would walk around the

hospital, and he knew every employee by name. "29

Directing Production 1963-1970

Codifvying directives; limiting emplovment and budgets, and stratifying.

authority. Jones codified many aspects of the directing function
during his first years as administrator. He handed department heads a’

new organizational chart at his second meeting with them. At that and



laﬁer meetings he delineated (a) the lines of authority between top
management and department heads, (b) thevjurisdictions of\agpa;tment
heads, and (c) the tasks of bossing, training, evaluating, rewarding,
punishing, and inspecting output'for which he held them responsible,30
In 1962, top management set a maximum staff .size for each
department., To add workers over the maximum, a department head first
secured top management approval.‘ldones also told department heads to
schedule vacations for slack winter months and to leave positions
vacant és long as workloads could be handled by the remaining workers. 31
Top management combined the housekeeping and laundry departments
in 1963 and, as part of the reorganization, appointed more low-level
supervisors relative to the numbr of frontline workers. These working
supervisors were étraw bosses because mahagement aﬁthorized them to
boss frontline workers ;ccording to standard procedures and department
head instructions. Such parceling of authority became common in all
deparkments during the next fifteen years.32 |
Between 1962 and’1964, following Jones instructions, the depart~
ment heads and personnel d;rector (a)iwrote job descriptions for all
positions and (b) compiled manuals for each department that specifieé
the standard procedures for its labof processes. 'Progedure manuals
had not been completed under Berkmeyer and job descriptions, if they
still existed, must havevbeen unsatisfactory. - Once the job descripﬁionsv
were written, top management combined them with staffing maximums and
wage scales to create what it called‘a ‘position control system.'33
Soon after it hired Jones, the board asked him to sét up a

budgeting process, but his attempt failed. Wondering where to cut ifl
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Congress denied more funds for indigent care, the board asked again in
1965. The administrator and controller prepared an aggregate budget
fgr the fiscal year 1966, which began July 1, 1965. The next year
each department head estimated her or his expenses and justified the
projection to the budget committee; then the controller compiled the _
total budget. Management followed this formal process urtil 1970 but
did not view the projections as spending ccnstzaihts.34

As top management codified directives, set limits on émployment,
and stratified authority, it created mechanisms for increasing labor
intensity. Top management's authority to plan the division of labor
and .procedures was well-established before 1962 but department heads
had modified the plans with ease. The changes could curb department
heads' autonomy. Written directives spééified the tasks that depart-
ment heads and straw bésses should assign to workers and the "correct"
-ways the tusks should be done, which tended to minimize lgggihg from
the standards. Employment maximums cont;olled staff size (and thus
; 1abor intensity) more surely than requests that staffing be kept as
low as possible. Stratified authority meant that the straw bosses,
who were acéountable ;f frontline effort lagged, each‘supexvised a |
relatively small numbér of workers. Together the chénges enhanced top
management's ability to determine the kind and quantity of tasks that
each worker performed.35

Top management stated its intent to increase labor speed and
accuracy. Jcnes told department heads in 1962 to assess whether their
departments wére overstaffed and whether people were working hard

enougk. Fie told the board that changes in the labor system would
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increase productivity and morale. He called for "methods improvement"
(which in popular terms meant finding "better" ways to pe;zgrm‘tasks),
but few constant-intensity innovations resulted from his early investi-
gations of staffing practices and work assignments, while a number of
jobs were eliminated.36

Top management combined the changes to expand and enforce its;
directing authority with positive incentives that are described below.
By reminder and reprimand, Jones encouraged department heads to encour-
age supervisors to boss (and inspeét) frequently and in line with
written directives. However, Jones enforced the limits on employment
laxiy,vapproving department head requests for more staff as a matter
of course. And management only went through the motions of budgeting;
the budget procedure fell apart after Jones left. All in all, Jones's

luck in containing expenses was slightly better than Tift's had been

twenty years before.37

Standardization of financial processes. The 1965 repbrt’of the account-~

ing firm MacNicol, Johhson & Co. recommended thaf certain accounting
and payment-generating processes be standardized. (Payment-generating
processes "produced" (a) information for billing, iﬁcluding insurance
or medical aséistance'codes for eligible patiénts, {b) records of
intermediate outputs used by patients, (c) daily‘récords bf accounts
receivable, and (d) pressure on delinquent parents,‘insurance companies,
and government agencies.) MacNicol Johnson had reviewed the formal
authority structure and procedures atAChildren's, and had observed

production, interviewed workers, and studied records in the admitting
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office, the emergency room, the business office, the clinic business
office, the purchasing and stores department, the cfedit and collec-
tions erartment, the.controller's office, the payroll department, and
the perspnnel department. The firm uncovered various wasteful and
slipshod practicesv.38

‘;In 1965 top management hired MacNicol Johnson to reorganize

]

/

labor processes in the financial offices so as to "provide complete

[
contr?l over charges and cash."™ The contract called for the firm to

Il

i
modify the divisions of authority and labor, mechanize tasks where

possible, redesign forms, and instruct workers in their new duties.
The same year top management centralized the pricing of output by
.issuiq; a ﬁanual of charges for intermediate outputs and warning
deparﬁment heads not to chénge charges on their own. (As mentionéd
above; in the 1960s mahagement based charges on those at other area
hospitals.) Top management followed many of the other MacNicol Johnson
recémmendations.39

Standard payment-generating processes would raise the revenues
recéived from a constant quantity of output; standardization of these
processes and of procedures in the financial offices for the most part
represented type A cqnstant-intensity innovations. A second aim of
several Macﬁicol Johnson recommendations was deterring theft of cash
and supplies.40 |

MacNicol Johnson also urged tcp management to increaée labor
intensity. The firm compared total employment and employment by depart-
ment -at Children's‘with "the total number of employees per occupied

bed in similar institutions and . . . the staffing pattern in general
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voluntary hospitals along the eastern seaboard.” It concluded Chil-
dren's was "overstaffed" and pointed to the administration, admitting,
mainteﬁance and engineering, radiology, laundry, housekeeping, medical
records, personnel, and social services departments. Since the firm
suggested few constant;intensity innovations apart from standardizing
payment—generating érocesses and other procedures in the financial

f
officq%, any reduction in employment would entail a rise in average

-
1aborfintensity.4l
I

"Trends in employment and the division of Jlabor. Total employment grew

as m@much in eight years after 1962 as in fifteen years before. By 1970
~Chiidr§n's employed 973 people in hotel services, business; primary
servic;s,vana medical support services departments (see table 6 page
12% ). Top management,formed new departments to produce some new
intermediate outputs--departments such as aanesthesiology, electro-
cardiography, physical theiapy, and occupational theiapy. It greatly
expanded the workforce in several existing departments including house-
’keeping, central supply, the operating rcom, the laboratories, ana
medical records. 1In general, primary services and medical support
services departﬁents grew the fastest, and hotel services departments
the slowest. By 1970 workers in the first two categories accounted
for almost a third of Children's workforce, Hotel services and busi-
ness departments employed a little more than a third, and floor nurs-
ing and the outpatient departments the rest (see table 7 page 139).
Top management oversaw reorganizations--some minor and some

thorough-going--in a number of departments where the-labdr process had

already been standardized. For examplie, th2 radiology_department
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installed an automatic film-processing machine in 1965. A few auto-
qatic machines were purchased for the laboratories. A direct-dial
telephone system relieved the over-loaded switchboard in 1968. An
electronic data-processing firm began computing the hospital payroll
in 1967 and the general ledger in 1971.42

Precedents existed for two general characteristics of the
1960s reorganizations. Top ﬁanagement allocated different kinds of
tasks to different job classifications, which led to specialization.
(Notabiy, it separated clerical from patient care and other non-
clerical tasks). It allocated simpler tasks to less-skilled workers,
which led to stratification. A third characteristic of the reorganiza-
tions was introduction of a greater amount and assortment of supplies
and equipment relative to labor. The 1967 Goldstein report noted that
lack of space in the pgysical plant hampered mechanization of'produc-
~ tion processes.43'

| As in the 1940s and 1950s, increases in employment and the
ndmber of deéartments as well as shifts in departments' relative em-
ployment accompanied the higher service intensity of output. The
changes thus resulted from medical accumulation, which was top manage-
ment's response to product market competition.

Many reorganizations cut costs partly through type A constant-
intensity innovations: = the medical supplies and hospital equipment
industries had begun churning out new, "improved" supplies and equip-
ment. On the other hand, some changes that introduced new supplies
and equipment 4id not involve innovation but represented a response to

product market conditions. As doctors came to consider newly-invented
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products necessary for adequate medical practice, top management incor-
~

porated them in the labor process to maintain demand. N

Specialization’within departments and stratification of jobs
led to little type A innovation. Most workers could have been assigned
a broader range of tasks with no resulting rise in.waste or confusion.
Specialization and stratification in tﬁe 19605‘cut costs mostly by
reducing the average skill levels necessary to produce intermediate
outputs, thus cutting unit labor costs; To the extent that the re-
organiéations specialized and stratified labor, they are explained as
changes to allow type B constant-intensity innovation.

Some additions of supplies and equipment represented, in part,
price-induced substitutions of working and fixed capital for labor (or
substitutions of capital and less-skilled labor for higher—ékilled
labor). During the 1960s the prices of some outputs of the medical
supplies, hospital eqUipment; and other industries fell relative to
wages. The use of computers, for example, is explained by several
factofé including (a);changes in the characteriétics of software and
hardware that made coﬁputers practical for the hospital's labor pro-
cess and (b) priée reduction due to type A and type B innovations in
the production of comput;ers.44

Top managemen£ always considered how constant-intehsity innova-
tions and irput substitutions affecied frontline speed and accuracy.
It intended the changes, especially specialization'énd stratification,
to interact with stratified authority, writien directiveé, limits on

employment and positive incentives to enhance its ability to order and

pace frontline labor--which meant circumscribing workers' autonomy.
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Inspecting and Evaluating 1963-1970

~

~

Inspecting output. From the beginning, Jones emphasized inspéctions.'

In presenting the new authority structure to department heads, he
charged each one with inspecﬁing output of a specific group of front-
line workers. For example, he assighed the head nﬁrse on each unit;
responsibility to check the output of housekeeping and maintenance |
workers there. Jones left the logistics of inspections to department
heads. But two changes in‘the.directing function, codification of
directives and stratification of authority, made ihspections ﬁore
st;ict and frequent. The job descriptions and written procedures to
somé extent provided criteria for.acceptable outpﬁt. (And under Jones,
criteria were often more stringent than before.) Written directives
made it easier for top management to prescribe what constituted "sub-
standard" output and to pinpeint the supervisors and frontline workers
who were responsible. Stratification of authority resulted in more
inspections because inspecting intermediaﬁe outputs was part of each
straw boss's job.45

Top managementzinténded frequent, strict inspections to raise
average labor accuracy and speed. Jones lectured department heads
about the costs of "an employee who is incaéable of producing the
quality and quantity of work needed for the job," and told them to
assess whether workers gave "maximum serviceé."46

‘MacNicol Johnson standardized inspections of'lébor processes
in the financial offices. When the firm investigated accounting prac-

tices in 1965, it found many of the usual checks missing and reported

the following problems with payment-generating processes:
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The first three categories [of accounts--inpatient, discharged
patient, and outpatient] are not in one general ledger control.
The open ledger cards are filed in various file cabinets which are
labelled as to the parties responsible for the patients® accounts. :
Trial balances of the ledgers are taken at various intervals, but
there have always been differences between the trial balances and
the general ledger control account. The great number of ledger
cards in the one control and the lack of proper procedures for
proofing the accounts receivable make it almost impossible to
locate existing differences when a trial balance of all accounts
is taken. Since the reasons for differences cannot be explained,
it may be stated that adequate internal control is lacking. . .

Another example of the poor control over patients' ledger
cards can be seen whenone realizes that there is no control over
the movement of these account cards. Account cards are removed
from the files by the credit and collection department, cashiers
and third-party billing clerks. 1In some cases these cards may
remain out of the files for a number of days. There is no record
made of cards removed from the files.

« « . We also noted that when the accounts of former in-
patients and private ambulatory patients are referred to a collec-
tion agency they are written off the books by a charge to the
reserve for doubtful accounts. . . . Once accounts are turned over
to an agency, the hospital relies entirely on the integrity and
carefulness of the agencies.

MacNicol Johnson wrote systematic checks into the procedures.  For
example, daily trial balances would be run on patient accounts to
insure charges and receipts were correctly posted. Several years

later, computerization of the accounts (and also of the payroll) auto-

mated some of these inspections.47

Evaluating frontline workers. Top management formalized screening of

job appliqants and evaluations of frontline workers after 1962. Jores
enforced Berkmeyer's plans fér the personnelvdepartment to take over
screening from department heéds. _The peréonnel aepartmént devised
procedures for recruiting and SCreéning‘applicants, such as running

police and credit checks on them. 1In 1964 all employee records wers

transferred from the departments to the personnel office.48
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Jones directed department heads to evaluate workers in writing
soon after he became administrator. A supervisors' manual, first

issued in 1964, contained instructions. for evaluations. Each worker
I

would be evaluated after a three-month probationary period and annually
on her or his date of hire. The manual listed categories for the

possible ratings, which ran from "unsatisfactory" to "oustanding."49

/ .
/ As implied above, Jones wanted the quantity and quality of

i
outpu& that a worker produced to be a pivotal factor in her or his

|
{

evaluation. Jones intended regular, uniferm evaluations to increase
labor speed and accuracy through two mechanisms. First, he assumed

that opportunities for praise, merit raises, and promotions would spur

workers to extra effort. Second, he expected department heads to fire

those’wofkers whé consistantly worked poorly. The supervisors® manual
said évaluations were hsed to award raises and promotions and to assist
with counseling for job improvement; it linked evaluation ratings to
appropriate reQards and punishments.50

Department heads filled out the ewvaluation forms, but séme
judged by their preferences rather than official criferia. For several

years the prevailing practices did not conform to top management

directives.>l

Racism. Soon after he became administrator, Jones struck down the
blatent race restrictions. Blacks no londer had to enter by the load-
ing platform, ride the freight elevator, and eat in a separate cafe-

teria. Jones believed that the restrictions were wrong and that

.respectful treatment of black workers would add to positive incentives



and encourage high labor intensity. A few jobs began to open to
blacks: low-level supervisory positions over black work;;é agd’semi-
skilled positions in primary services and medical support services
departments. But the lowest-paid jobs at Children's were still
reserved for blacks, and discriminatory evaluations remained the
rule.32
In 1970 three black workers who had been fired complained to

the Hudson Human Relations Commision. The commission held informal
hearinés on the incidents and the common personnel practices at
Children's.. The commission decided the hospital had discriminated but
proposed to drop charges if the hospital rehired the three and adopted
an affirmative action program. To prevent bad publicity, tcp manage-
ment compromised; Its promise of affirmative action was half-hearted:
the executive committee felt the whole qqestibn to be a "political"”
one, and the director reportéd that

the étaff is reviewing the affirmatiVe.action progrém to determine

what part is consistent with current practice and policy as basis

for a negotiated program whlch would allow the hospital to retain
control of hiring and flrlng

AsseSS1ng department labor processes and evaluatlng department heads.

The employment maximum for each department provided a new means to
assess the labor process. Jones monitored staff sizes’and numbers of
vacant posiiions in the departmen;s. Thus quantity of labor (in a
gross sense) in addition to quantities and qualities of intermediate
outputs figuréd in assessments of departments and evaluations of their
heads. Since Jones readily approved requests to increase the maximums/,

this was not a stringent criterion. Practices for assessing departments
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and evaluating department heads became little more formal under Jones
“than Berkmeyer although standardé for output quality gen;;slly tightened.
After Jones establiéhed a grievance procedure in 1967, he could better
judge whether department heads followed top management's personnel

procedures (see page 185 below) .24

Rewarding and Punishing 1963-1970

Wages and benefits 1963-1967. Jones decided that replanning and codi-

fying the wage structure should be one of his first projects. He
hired a personnel director who specialized in such things. Top manage-
ment reviewed the job descriptions that department heads had written,
classified the jobs by "relative content,"'and éssigned each job a
grade on a payscéle. The payscale specified entry-level rates and
merit (or 'step') increases for each graée. By the spring of 1964 the
new rates, the job descripticns, and the employment maximums (which
together made up the position control system)‘were,completed and
stored in two cardex‘files.55

As the administrat}on formalized the wage structure, Jones
convinced the board to stop paying at the low edge of area wage bands.
He reported in 1964 ;hat the new rates fell "well within the community
pattern fog non-profit hospitals."56 |

‘Top management intended the changes in pay practices té increase
the speed and accuracy of frontline labor. Jones disputed the notion,
implicit in past practice, that lower wageévresdlted in lower costs.
He said that "in the past, depressed saléry scales have in‘a sense

encouraged the accumulation of some relatively inefficient personnel.”
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Jones argued that‘wages competitive with those paid by other area
hospitals would attract "good personnel"--by which he no doubt meant
hard wquers. He also éxpected that raises regularly awarded for good
perforﬁance (as evaluaﬁed by management) and years of service would
stimuléte frontline effort. Jones won approval for higher wages using .

this rationale; no doubt he personally felt the plan was fair as well.>7
f

i

/ Top management also intended the formal structure to increase
/

its c%ntrol over wage levels by lessening department head discretion.
At hi; first meeting with department heads, Jones told them to report
all wage increases to him, with>justification. Under the wage struc-
ture, department heads gave raises based on performance (as documented
‘in_evaéuations) and length of service.  The supervisors' manual
”emphésized that meritorious pay increases are not automatic but are
awardéd only for perfo;mance of duty which is consistently superior
and far above average." A department head was allowed to boost a
workér up one péy step a year until the worker reached ﬁhe maximum
step in her ér his grade. As a result, department heads could less
easily reward arbitrarily--for example, overpay favorites.>8

Wages at Hudson hospitals climbed in the mid-sixties, touched
off by labor market competition between a large non-profit and a
Veterans Administration hospital. ‘Children‘s board grudgingly raised
rates ;o the area averages. As in the past, the board usually in-
c:eésed wages across thé béard after the nurses' association negoti-
ated a raise for registered nurses with the area hospital council.>?

Top management modified benefit regulations to encourage

behavior that it desired. For example, a 1565 rule denied both sick
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pay and holiday pay to a worker who called in sick the day before or
after a holiday, unless she or he produced certification from a

doctor,Go

Other rewards, punishments. Job descriptions and screening by the

personnel department to some extent constrained department heads in
makinq;promotions. Before a department head could interview appli-
i &

/
cants;for a position, including those already employed at the hospital,

the gLrsonnel department checked their gualifications. Thus the depart-
ment head could only promote a worker who met the rééuirements of the
job description.

; Top management standaraized and codified punishmenfs in 1964.
The stervisors' manual said that the sanctioned punishments, which
ranged from an oral warning to a written warning, suspension, and
discharge, should match the frequency ard seriousness (in top manage-
ment's‘eyes) of the "offenses." Serious infractions merited immediate
suspension or discharge; these included insubordination, faisifying
rebords, punching another employee's timecard, and drinking or sleep;
ing on the job.61

Jones intended codification of punishments to increase labor

speed and accuracy. He believed that consistent evaluating, reward-
ing, and punishing--and friendly relaticns at work--would maintain
high labor intensity because he assumed that if workers saw management
wield its authority hfairly“ and consistently, they would voluntarily
work harder. The new department heads he appointed shared his outlook.

He assigned the personnel department to notify department heads when.
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evaluations were due, and he sometimes reversed aepartment head deéisions
that violated the rules. 82

:Some incumbent department heads, used to running things their
own wa&, evaluated, rewarded and punished without regard for top manage-
ment's proceduresl Some, for personal reasons, punished harshly and
capriciously. Top management as a whole was unconcerned about this as
long %g labor processes ran smoothly, costs stayed in bounds, and
quali%y‘and quantity were maintained. The fairness of evaluations,
rewa;ds, and punishments did not intrinsically matter to top manage-

ment as a whole because Jones's other changes in the labor system

satisfied its goals. Where department heads ensconced themselves

’ .
i

through intimidation of workers and connections with doctors, board

members, and other managers, Jones could not easily identify and cor-

rect violations. Such competing centers of power prevented him from

uniformly implementing the regulations for several years.63

The union scare. Top management siénificantiy improved remuneration
in 1967. Jones and Gilchrist proposed in the spring that top manage-
ment (a) provide health insurance and a real pension plan, - (b) allow
sick leave to accumulate ﬁp to sixty days réther thén twenty (at the
same accumulation rate of five-sixths days per mohth) and (c) sponsor
a credit union. It ﬁook several months to overcome the board's reluc-
tance--at first the boa:d wanted to pay only half the insurance pre-
mium and do another pension plaﬁ stuéy«nbut in late October the

proposals passed. %4
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Jones enacted a grievance procedure in 1967 and had it printed
in the employee handbook and the supervisors' manual. A worker with a
"gripe" was directed to complain first to the immediate supervisor,
next to the department head, and then in writing to the personnel
office. At this stage, the administrator would investiéate the prob-
lem. Although top management affirmed its "fundamental policy" of
treating workers fairly, it preserved its own unilateral powef to
define fair treatment, which made the‘procedure a 'company grievance
procedure.' Jones did investigate workers' complaints and tended to
treaﬁ people at all levels of authority equally, so the creation of a
systematic means for workers to bring grievances to his attention
reduced arbitrary and harsh department head actions. 63

Top ranagement's fear of a challenge to its authority expiained
its sudden generosity‘;o frontline workers and its sudden concern with
personnel procedures. Jones had advocated higher benefits since the
start of his career at Children's but the board did not accept his
argument that higher benefits would raise "productivity." A 1967
recognition strike at a nearby hospital (which sent area administrators
into consultations wiFh each other and their labor lawyers) providedb
Jones with a compelling rationale. Jones conf;ded to aepartment heads:
in May that "the real necessity for sﬁch a [benéfits] plan has perhaps
been made more apparent [to the board] at this time, duevto the diffi-
culties encountered at Suburban Hospital." The unionvthreat also

justified Jones's efforts to appease frontline complaints, even if

this requivred stepping on department‘heads' toes. 66



The idea of preventing unionization—-or minimizing its effects—-
through the positive incentive of monetary'rewards was familigr to
Children's top management. At a 1960 board meeting Berkmeyer had
summarized a speech by a labor relations expert:
He said that hospitals have the largest group of employees in
unorganized labor. He thinks the wedge is going to be driven
through in nursing homes and mental hospitals, hence to the
general hospitals. Unionization is inevitable, but make the best
contract possible. He advised to have job descriptions and
classifications as broad as possible. . . . He felt it advisable
to have as soon as possible, a retirement plan with the social
security.
Hudson hospitals reacted to the union organizing with several rocunds
of wage and benefit increases. Children's top management followed
suit to remain competitive in labor markets. Even Gilchrist, the
champion of medical accumulation, declared higher benefits "necessary
to continue the efficigncy and morale of our employees, to put us in a
. position to compete favcrably with other'hospitals in the area, and to
avoid the potential of 'pressure' from organized or unorganized laber
groups."57
In the summer of 1969 the board shifted its stance towards
unions. In the past the board had flatly refused to talk with any
group that claimed to represent workers at Children's. Now the board
agreed that
. « « the employees of the hospital in this day and age should
have the right to organize for mutual benefit and assistance and
for collective bargaining purposes. The employes should have the
right to determine for themselves whether they wish to have an
internal organization or to join an existing - union or refuse repre-
sentation by a collective bargaining agent. This right should be
exercised in a free and democratic manner by the employees withcut

hindrance, intimidation, or unreasonable pressure. The Board /
recognizes that unions may and have served a desirable purpose;
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however, in specific instances and particularly considering the
circumstances at the hospital the Board does not believe that its
emplozges need a union or an internal organization to represent
them.

;The shift occurred after Local 3 of the International Brother-
hood of Railway Wofkers sent an energetic young organizer to sign up
the housekeeping.department. The board intended the new policy, in
combiqﬁtion with positive incentives, to contain challenges without
damag;ng the hospital's charitable image. The board retained a labor
lawy%r from a prestigious Hudson firm and instructed Gilchrist and

‘JOnes to persuade wdrkers to vote "No Union;“ Local 3 lost the repre-
sentation election; from top management's point of view the new policy
,was.a}éuccess.59

? In 1970 the board raised wages across the board and financed
kmore comprehensive health insurance. Top management acted after it
learned of organizing by the Building and Service Workers Union.
The director told board members he feli that it was "urgent" to give

the lowest-paid employees a raise; the president said, "The unions are

knocking at our door again."70

" Training 1963-1970

Training frontline workers. Top management encouraged on-the-job

training for new ﬁires but let department heads determine the form and
content. The head of housekeeping, whom Jones had appointed in 1964,
instituted fairly structured, short, on-tha~job fraining. During the
same year the nursing department planned “an intensive orientation and

inservice program" for nonprofessional personnel, which included
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orderlies, unit clerks, and practical nurses. JOnes'planned to expand
the program to other departments. Workers retrained on the job after
‘iabor processes underwent reorganizatidn. Retrainiﬁg occuréd whether
management made the change to adapt to market conditions, install
constant-intensity innovations, or increase labor iﬁtensity.7l

Top managment also began holding orientation meetings fof all
new workers. From these brief lectures and the new employee handbooks
they received, workers learned cardinal rules of deportment, such as
bané,on drinking, sleeping, gnd punching another's timecard.”?2

fop~management intended on-the-job training‘to help raise and
mzintain labor spéed and accuracy. Training supplemented the formal-
“ization of directiveé because  all hew hires learned the standard way

to perform =ach task, including the required pace.

Training department heads. Monthly meetings still served for instruct-

ing‘department heads. As Jones presented the organizational chart to
department heads in 1963, he explained their sphere of responsibility
and that of the administration and the board. He reviewed the procedure
for hiring, particularly the limits on department heads, at a 1964
meeting. As top management formalized other persocnnel érocedures,
such. as procedufes for raises aﬁd punishments,bJones spoke briefly
about them; He explained the grievance procedure at several ﬁeetings,
However, for the most part hé assumed the supervisors' manual to_bé
-self-explanatory.’3

At meetings duriﬁg 1963, 1964, and 1965, ﬁones and Gilchrist

went over Children's financial problems, top management's strategy,
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and department heads' part in the plan. They explained why top manage-.
ment had changed the authority structure and raised wagé;?\ anes told
department heads they were key personnel who must know about hospital
affairs and top management's goals. He regularly informed them about

medical accumulation, especially progress on the new hospital.74

The Labor Process under Rankey

Despite top management's determination to press ahead with
medical accumulation, the hospital fell so short of cash in 1969 that
a swift, sharp cut in outlays became impetativé, In July the director
and administrator privately told department heads they would authorize
no additional positions or equipment unless a department head came up
with "very special justification."75

Jones took an administrator's job in another hospital. The
assistant director and the new controller juggled-funds to pay workers
and suppliers. Thanks to the employment and equipment freeze and to
gains in operatiﬁg and non-operating income,‘thé financial piéture
improved by the summei of 1970. But the board, preoécupied with a
building, lost sight of the hospital as a labor process of people.
Management of the labor system began to unravel: financial reports

and budgets went undone and payments to suppliers backed up eight to

nine months. 76

Directing production 1971-1977. Brandon Rankey, the new administratcr,

left an associate administrator's position at a 420-bed Illinois hospi -
/

tal and arrived at Children' late in March 1971; Rankey came eager to
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test his skills and advance his career. Gilchrist remained as director
and believed more strongly than ever in the medical center goal.

The 19?1 report by Arthur Anderson & Co. documented the consequences
of runﬁing without an administfator: (a) ill-defined lines of.author-
ity, (b) haphazgrd setting and recording of charges, (c) antiquated
accqunﬁing methods, and (d) excess staff. The administrator and
ditecgor wanted to revitalize the labor system and place it at the

serviée of medical accumulation.’?
I ;
| ‘
Attrition and budget directives to department heads. Rankey

retraced some of Jones's steps, clarifying the authority structure and

the jurisdictions of department heads. Next, backed by the auditor's

I

report, he and Gllchrlst ordered hosp1tal—w1de staff reductions through

“attrition. When the attrition program began in September 1971 the

hospi£a1 employed 1085 full-time workers. By March 1972 there were 78
fewer; by June 1972, 177 fewer--16 percent of the workforce cut in ten
months;78

Toé management instiiuted a budgeting procedu;e in the spring
of 1972. As under Jones, each department head projected her or his
annual expenses. But under Rankey; she or he was answerable for spend-

ing over budget. Rankey told department heads to maintain smaller

-staffs, defer equipment purchases until government aid came through at

the new location, and operate without temporary heip or overtime hours

when workers took vacations.?’9 | |
Convinced costs could be brought down even further, top manage-

ment told &epértment heads in 1973 to cut bhudgeted expenses for wages,

supplies, and equipment. The next year it enlisted a consultant with
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a "Cost Containment Program" to pare budgets "systematically." (A few
departments were excepted. For example, several doctors\;Eo_were
candidates to head primary services departments demanded larger bud-~
gets as a condition of employment, and top management acquiesced for
the good of medical accumulation.) In 1976 and 1977, operating deficits
fell to less than 10 percent of expenses.80 o g
Top management issued the attrition and budget directives to
push up labor speed. It installed no constant-intensity innovations,
yet charged department heads to maintain output‘quanfity and quality
with their decimated staffs. Gilchrist claimed attrition was "sys-
temized"” becaﬁse a consultant had helped lowe; the staff maximums. In
fact, top management left department heads on their own to redirect
labor and get the work dcne. Spending constraints prevented substitu-
tion of capital for th; lost 1abor, so department heads could either

induce higher labor speed or make top management unhappy.81

Directing frontline workers. In the early 1970s top management

generally let departmgnt heads boss as they pléased. Some department
heads, particularly those‘hired after Rankey became administrator, did
not always follow formal directives. Some bdssed in a harsh, capri-
cious manner. The tendency is explained as a by-product of the atiri-
tion and budget directives. ‘Shortages of étaff and money pressured
department heads to assign bigger‘wdrkloads. Workers would not will-
ingly speed up a g;eat deal, which creatéd an incentive for department
heads to command them to work, to do tasksvout of their job descrip-

tions, and to short-cut procedures--and to tell supervisors to boss
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the same way. A handful of department heads enjoyed bullying people,
—

and used the pressure from top management as justification. And top

management saw nothing but the bottom line.82

Trends in employment and the division of labor. Employment

increased by about 370 people between 1970 and 1977. Table 10 shows
figures reported to the American Hospital ASsociation, which for soﬁé
years most likely included workers in the Compfehensiée Health Care
clinic and the research foundation in addition to the depaftments
studied. Although data by department waévunavailable for 1977, evi-
dence suggests a continuation of the shift in relative employment |
towards primary services and medical support services departments.
The number of departments increased with such additions as biomedical
engineering, nephrology, the child protection program, and the chap-
laincy‘program.83 '

Management reorganized department labor processes from time to
time. Past trends continued: specialization, stratification by skill
level and authority level, substitution of supplies for labor, and
éubstitution of equipment for labor (or 6f equipment and 1essfskilled
labor for higher-skilled labor). Use of disposable supplies became
common in many departments. As in the 1960s, the lack of space and
the pending move to new quarters 1imitea~mechanization. A new trend
counteracted the decrease in the averagefskill 1evel caused by strati--
fication: top management required more and more applicants for semi-

skilled and skilled jobs to show outside certification.84

As a result of modifications within departments and hospital- ~

wide, ‘the 1977 division of labor exhibited extreme specialization and
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TABLE 10

~ TOTAL EMPLOYMENT AND THE RATIO
OF PAYROLL TO TOTAL EXPENSES

Payroll %

Total Non-Physician ~ Total Expenses
Year " Employment? . (Percent)
1948 375 51%
1962 | 690 | ! 68
1970 , 1126 62
1977 1499 _ 60
1978 1585 - 50
1979 1680 ' ‘ 49

SOURCES: American Hospital Association, Hospitals: Journal of
the American Hospital Association, Guide Issues 1949, 1963, 1971, 1978,
1979, 1980. -

NOTE: The figures for some years prébably include employees of
the research center and the Comprehensive Health Care program.

aThe figures include department heads and other managers who werc
physicians. : ” '
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extreme stratification by skill level and authority level. Virtually
all jobs in hotel services departments other than the méiﬁieqﬁnce and
engineering department still requireé few skills. Jobs in business,
primary services, and medical support services departments fell into
many skill levels. In general, easily-acquired tasks and "non-
professional” tasks were grouped together-and assigned to low-paid :
‘jobs. "Professional" and relatively complex tasks were assigned to
workers with specialized education prior to'employment. Few paths of
internal promotion linked skill levels. More low-level and mid-level
supervisors worked in 1977 than in 1962, which gave frontline workers
some opportunity to move up the authority structure.» (Appendix C
iliust;ates specialization and stratification in six departments.)
Trends of‘the late 1970s that began earlier are explained as
atove. Certain changes were, in part, responses to market conditions,
price—induced‘input substitutions, or type A constant-intensity inncva-
tions. As in the 1960s, further specialization and stratification are
mostly attributable to top management's intent to cut the average wage
through type B constaht—intenSity innévations and to increase labor
intensity. The rise in the'ptoportion of workers with specialized
education partly followed from a top managemeﬁi,décision that such
workers would attracﬁ private doctors: accumulation of so-called

human capitsl became part of medical accumulation.

Inspecting and Evaluating 1971-1977

Racism. At meetings top management héld in February and March 1972, a /

group of black workers called the affirmative action program a sham.
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Management wanted to tell frontline workers about the shakey finances

——

! ~
and the need for a new hospital; the black workers surprised manage-

ment with pointed questions about inequities. The tactic gained the
black workers an audience with repkeséntatives of the board, from whom
they demanded (a) black representation on the board, (b) appointment
of a black assistant administrator and (c) action to abolish racist:
attitudes and practices at the'hospital.85

The director said the board must act on all the demands--or
"recommendations," as he called them--to prove it recognized the prob-
lem and intended to solve it. The board quickly endorsed the demands
and reactivated a committee to nominate blacks to the corporate board
and the board of directors. 1In October it hired a black assistant
administrator. Once blacks filled a few management positions, they
took advantage of afffrmative action rulés and appointed other blacks
to skilled and supervisory positions. (The lowest-skilled, dead—end
jobs were still filled almost solely by blacks.) Thus movement to-
wards racial equalitx at Children's after 1972 was initiated by a

frontline challenge.86

Inspecting output and evaluating fréntline workers; Top management
scarcely touched official procedures for inspections and evaldations.
But in its determination to cut costs, it lost interest in whether
department héads followed official procedures--as long as the hospital
passed inspections by the Joint Commission on Accreditation of Hospitals
(JCAH) and the Hudson health department. The JCAH, a private medical~/

hospital group established in 1952, set and policed standards for many
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intermediate cutputs. The JCAH issued more stringent and detailed

™.

~.

inspection criteria in the 1970s.87 : N
Department heads at Children's introduced gimmicks such as
requiring paperwork to be initialed and chores to be logged to catchv
errors and omissions. Some department heads inspected and evaluated
arbitrarily, in conjunction with high-pressure bossing and punishiné,

to coerce frontliners to work faster.88

Assessing department labor processes and evaluating department heads.
Top management transformed the way iﬁ assessed labor processes and
evaluated department heads when it enforced budgeting. In effect, it
began to monitor the costs of intermediate‘outputs,in addition to
checking quantity and quality. Success at cutting costs became a
criterion in department head evaluations. The controller scrutinized
expenses and investigated whether over—bhdget spending was "justified.”
Knowing that top management took the budgets seriously, department

heads tried to operate within them. 89

Rewarding and Punishing 1971-1977

Punishing frontline workers. As with inspecting and evaluating, top

management made few changes in official punishing procedures‘but
stopped enforcing them. Some department ﬁeads punighed,ha:shly and
arbitrarily; In a few departments, favoritism ran rampant. Many
workers did not know about the chpahy grievance procedure. And by
1978 the administrator no lgnger considered grievances; this was dcne

/

by the employee relations officer, who usually ruled in management's
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févor even when department heads and supervisors had violated the
rules.%0 |

“ Practice diverged from policy because department heads wanted
to béost labor speed and workers were not inclined to comply,b Harsh
punishmentsvcoerced workers to folléw supervisors' and department
heads' directives, reasonable or not. But department heads who did
not hesitate to press workers often were individuals who habitually
treated workers uneéually and- intimidated them for no work-related
reason. Top management created the pressure for labor speed by insist-
ing that department heads cut staffs and budgets; to? management

approved the non-sanctioned practices by its indifference.9l

Wagee, benciits, other rewards, and unionization.  Between 1971 and

1977, top management raised wages and benefits until they practically
reached the area average. Management set up an employee advisory
council and for a time encouraged in-house promotions. Heightened
frontline interest in a unibn forced the management action.

Factors behind the challenge. Low wages and benefits constantly

irritated workers; some had argued since the mid-sixties that ‘'a union
would bzing improvemeﬁts. Favoritism aﬁd harshytreatment in some
Gepartments upset and annoyed those‘affected; organizing pitches about
seniority rights and a grievance procedure appeéled to them. In the
early 197Gs, several external factors improved the climate for unioniza-
tion. The black power movement influenced young blacks at the hospifal
who realized that social equality needed an economic foundation.

Several international unions targetted Hudson hospitals as a potential
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goldmine. Amendments to the National Labor Relations Act in 1974
extended legal protection of workers' rights to organize to hospital
;orkers. And in 1974 workers at a large hospital a few blocks from
Children's formed Local 1000 of the Building and Service Workers Union
(B.S.W.U.)92

Challenge and response. To dispel union sentiment, top manage-

ment primarily used rewards. (It regretted the adverse effects on
costs, but challenges to its authority took priority.) Top management
maintained the wage structure and matched or bettered across-the-board
raises at other area hospitals in 1971, l973,énd 1974. 1In 1973 it
added an eighth paid holiday (to be taken any day a worker wished);
experimentally gave another paid holiday for every three-month period
in which a worker used no sick leave, and formed an employee advisory
cbuncil. In April 1974 Rankey told the board that a 5 percent wage
increase it had approved was "not well met" by workers. The board
raised fates again and promised a better pension plan. The adminis-
trato? told department heéds.he would like to see mdre’inhouse promo-
tions. 1In the fall of 1974 medical residents voted to unidnize, and
Local 1009 bagan org%nizing service and maintenance ﬁorkers, most of

- whom Qere employed iﬁ hotel services departments. Tcp managemenﬁ
announced 2 tuition refund program, two extra holidays at Christmas
(for 1974 osly) and plans to sponsor menbership in health‘maintenancea
‘organizations. In December 1974 Rankey claimed_that wages for most
jobs at Children’'s equaled or surpassed wages at other Hudson hospi-

tals and that benefits compared favorably.93
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As soon as the required 30 percent of service and maintenance
workers signed authorization cards, Local 1000 petitionég\ihquational
Labor Relations Board.to hold an election. The battle was on. Rankey
sent letters to workers' homes crediting the higher benefits to coopera-
tion between top management and the employee advisory council. The
union touted contract gains won by its members. 1In October 1875 wo;kers
voted almost two-to-one against the union.9%4

During the next year, two factors reversed the majority'opinion.
In several departments, harsh and arbitrary bossing, evaluating, and
punishing became pronounced--a cumulative effect of the push for labor
'speed. Second, the impending move threatened jobs. Tours of the new
building and the hospital grapevine alerted workers to future changes
in the labor process. The new hospital had no laundry; a private firm
would produce laundry sServices under contract. Mechanized boxes rur-
ning on a track would replace messengers; typists on word processcis
and receptionists would replace secretaries in the clinics and offices;
liceﬂsed practical nupseskand registered nurées would replace all but
a handful of nurses' ;ides. In pfimary serViceS aﬁd medical support
services departments such.as respiratory therapy and radiology, tech-
nicians and technologists would all be certified; uncredentialed techs
could not keep thé jobs even if they had done the work for years. Top
management said no one would endkup unemployed, but workers felt skep-
tical énd afraid.95 A

Local 1000 again filed for an election in 1977. It proposed a
bargaining unit for technical workers and one for service and main-~

tenance workers. (Frontline workers in business departments and norn-
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supervisory “professionals” in some primary services and medicél sup-
port services departments were nét included.) This time Rankey's
letter;home told of new jobs and training programs that management and
workerg had developed “together." He guaranteed everyone a job at the
new hoépitai and promised career ladders in the future. The union won
by a w;de margin among service and maintenanée workers and by a éingle

vote gn the technical unit.26
f

Training 1971-1977

- Training frontline workers. The specialization aﬁd stratification of
Children's labor processes in the 1970s influenced the pattern of
'front%ﬁne training; Where the division of labor remained stable, as
in mo;t'hotel sefviceS'departments and nursing, on-the-job training
changéd little from the 1960s. 1In primary and medical support ser-
vices departments, various kinds of training evolved for different
skill levels. Semi-skilled workers usually trained on the job--
plebotomists in the lab, technicians in the pharmacy, and clerks in
the medical records department. More and more skilled workers learned
allied heélth specialties in colleges or *rade schools, which had
ectablished health—related programes on a broad scale. As mentioned
above, management required applicants for an increasihg number of jobs
to present certificates from accredited niograms, which shifted train-
ing costs from the héspital to workers and incorporated labor inputs
with new characteristics into producticn. In some cases, the change

was necessary to meet accreditation sitandards of the JCAH, that is, it

was a .response to a product market constraint,97
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Top management experimented with--and soon abandoned--
"participation” by frontline workers and training to supplement
internal promotions. It called the 1972 meétings (where black workers
protested racism) to justify medical accumulation and attrition;
frontline "participation™ was to consist of listening and asking
questions. Top management had hoped to win sympathy and convince
workers to resign; the experiment was not repeated. An office of -
nursing education and training, which was established in 1976, took
aver and stendardized training of unit clerks (formerly called ward

clerks) and orientation of nurses. 98

aining department heads. Top management standardized training for

|

deparvtment heads and some supervisors in the early 1970s by sending
‘them tc shor{ courses in supervisory skills. The courses, offered by
private fiims, taught "correct" ways to perform the four management
functions. In 1979 top managementvdevelopéd its own supervisors?
classes‘covering the same topics as the private courses. The hospi-
tal's curxiculum consisted of twenty-five three-hour classes that
explained how to boss, inspect, evaluate, reward, and punish to induce
‘high labor jntensity;without generating»conflict. The courses all
professed that cboperation, fair treatment, and worker participation
were means to management goals, but before unionization, management
‘practices indicated otherwise.??

Top management continued using regular meetings to explain its
directives to department heads and to indoctrinate them to its goals.

It also taught them legal ways to undermine a union.100
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A New Hospital and a Union

~

Workers and managers at Children's entered a new era.{n 1977.
In May, Local 1000 won rights to bargain over the wages, hours, and
working conditions of 450 service, maintenance, and technical workers.
In June the new hospital opened. Contract negotiagions did not beg;n
until fall; by that time labor processes had settled into patterns |
shaped by the new. surroundings.

The spacious, futuristic building was all that management had
dreamed. Average occupancy began to rise and in 1979 broke 70 percent
for the first time in nine years. Operating deficits fell relative to
expénses, but net income again ran in the red (sée table 9 page 160).101

Substantial modification occurred in the directing function,
yet most changes simply continued past trends of mechanization, spe-
cialization, and stratification. The degree of mechanization rose
sharply. A number of departments used computers: admissions and
outpatient registration stored billing iﬁformation on computers; tﬁe
business offices cqmﬁuterized inventory records as well as the payroli
and general ledger; the laboratories reported‘results via terminals on
the nursing units; and the maintenance and engineering department
monitored temperatures and the operation of cooling and heating egquip-~
ment throughout the hospital by computer. Three automatic transport
systems criss-crossed the huildiné: boxes carried lightweight sup-
plies, records, and specimens between departments; a trolly took
supply carts from materials management to the operating rooms; and a
dumbwaiter lifted meals and supplies to the nursing units. Auto~

analyzers and blood preparation machines were installed in the
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laboratories, and special x-ray machines in the dental clinic. Regular
nursing units had built-in oxygen and suction at each bedside; critical—‘
cére uﬁits had additional equipment and monitors.102

:The greater floor space.in almost ail departments was in itself
a significant change, allowing more machines and éreater flexibility
for woFk procedures. The ratio of payroll to total expenditures fell
in 191& and 1979, indigating the shift to‘more capital-intensive pro-
ducti%n (see table 10 page 193).

‘ In part, the higher'capital—tQQIabar ratio resulted from type
A.constant-intensityvinnovations. Unit costs of some intermediate
outputsvfell because (assuming constant input and output prices)
‘technoiogy'embodied in the new equipment and the sensible physical
arrangements allowed a constant number of workérs to produce much more
output:1°3 ‘

As in previous years, some mechanization at the new building
was intrihsic to the drive for medical accumulation: séme pieces of
equipment resulted in intermediate outputs with different characteris-
tics and higher cosﬁsvthan the outputs replacéé,'new outputs whose
medical superiority was often unmeasurable cr unproven. And it seems
that some mechanization was ill-conceived: the equipment was technically-
deficient, obviouSly*provided no medical benefit, and probably raised
costs.l ‘

Wherever possible, top management eliminated jébs and replaced
high-skilled with lower-skilled workers, further specializing and.

stratifying labor. (Total employment grew because the service intensity

of a hospital day rose.) Many of the workers who were displaced by
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theimove transferred to jobs a érade or two up the wage scale and
briefly trained on the job. - A handful moved to much higher-paying
éositions. Few if any lost qut altogether. But when the move was
completed, opportunities for progression to higher skill and authority
levels had not broadened a bit.104

The move affected the directing function but the other threeﬂ
‘management functions remained as be£0re£ top managers took the super-
visors' mahual and the empléyees' handbdok with them to the new build-
iné. In time, unionization affected evaluating, rewarding, and
punishing-pasts of the labor system that the relocatioqlhad not. On
the~othef hand, uni?nization changed the directing function little.

When they voted for Local 1000, frontline workers won the
right to bargain as a group over many aspects of the labor process,
aithough tecp managemenl was not legally obligated to accede to any
‘demand. Bargaining dragged on for months. A board of ihquiry, called
by a fe&era} mediator tc hear arguments on the unresolved issues, made
recommendations that favored thé\hospital. The union and top manage-—
ment finally signe& a collective bargaining agreement (or ‘contract')

in June 1378.105 |

Th2 management rights clause in the contfact affirmed nearly
total rights ¢f top management to direct fronﬁline workers. Other
clausgs placed minor constraints on this authority; for exaﬁple, top
‘management must notify and discuss with the union proposed changes in
job descriptions and proposed schedule changes that affected a " Sub-

stantial® number of workers; it must make "every reasonable effort" to

reassign 3displaced workers.l106



The contract sanctioned existing procedures for evaluating,
rewarding, and punishing (which top management had writfgﬁifépd left
top management authority to unilaterally modify'the procedures.
However, a grievance procedure ending in third-party arbitration gave
the union a mechanism for enforcing official procedures;107

The contract did not automatically protect workers; for thisi
the union had to file and pursue grievances. Top management began to
frown on department head actions that violated the contract. It bhegan
to settle grievances, sometimes reversing department head decisions,
and emphasized "correct" punishment procedures that would withstand
union challenges in its 1980vcoursés for supérvisprs.lo8

Top management signed the contract and enforced official per-
sonnel procedureé to contain ffontline challenges. ‘Management's strateqy
was to obtain a contract with minimal copstraints on its authority
over the labor system, while appearing io bargain ip good faith (that
is,vto seek solutions acceptéble to béth parties), and then to rﬁn.the
labor system as it always had. This would prevent'(a) the union frem
charging that management refused to ba;gain énd {b) the small group cf
active workers who picketed and leafleted from building a cohesive
organization that could disrupt production. The minor limits on
management's authority to direct werebof the sort &ommonly written in
contracts--not much of a concessiqn. The griéQance procedu?e was also
a standard item. But management could cite both as "compromises."

The management rights clause was all-encompassing. Top management
denied a union shop, agreeing to only a maintenance of membership

clause, and offered meagre wage and benefits increases.10?
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/
. Top management enforced official procedures after the union

filed grievances because it did not want the union to gain status

among either union or non-union workers. Still, top management most

‘often overruled department heads who bossed unionized workers, and

then only if the union showed overwhelming evidence of violations.
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CHAPTER VIITI

LABOR SYSTEMS IN THE HOUSEKEEPING DEPARTMENT

Introduction

A Job in Housekeeping

Ella Mae Hawkins battled germs and grime at Children;svfor
twenty-one years. She began as a maid on a ward for middle-income
patients, and retired as an assistant department head. Hawkins grew up
in Richmoﬁd, Virginia, attended Virginia University for two years, then
marfied and moved to Hudson. She wanted a job to keep busy after rais-
ing a daughter: Hawkins values workbénd self-improvemeni. She is also

active in civic and church affairs because she believes just as firmly

in helping others.
Hawkins, outspoken as always, summed up her years at Children's:

I went to work at Children's Charity Hospital April the third,
1955. My husband had worked at the hospital years before that. Sc
by knowing some of the people he got me the job. At that time, the
administrator was a woman named Ethyl Berkmeyer. (We shouldn't
have even used her name but that's all right.) Every department in
the hospital was run by women.

I worked as a maid on Central 2. If you wasn't white, you was
not allowed to go in through the lobby--this is true--or any other
door; only by the loading platform, and ride the freight elevater.
If you did, you would be fired. Black patients had to come in on
the V Street side, not in the front lobby, only white. They had
two cafeterias, one for each race. To be a maid in the front
lobby, you had to be of light complexion. :

We worked forty-eight hours a week. One weekend we would have
half a day [off] Sunday. The next weekend we would work--soc you
" would have half a day {off] Friday. And on our weekends we wcrked
two floors and had to keep them clean--if you want the jocb. We Jdid

207
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not have any coffee breaks, only half a hour for lunch. Your hours
was eight to four p.m. Our paydays, we had to go to the bank, cash
the check, eat--all in a half-hour.

If you was working and they found out that you was trying to
buy a car--this is true--or a home, you would be fired. . . .
Department heads and nurses would talk to [maids and porters] as if
they wasn't human beings. That is true. They didn't care a thing
about 'em. . . .

In fifty-nine [sic] Mr. Jones came and they began to get rid of
the .women. And that began when the change was made. I was made a
grodp leader . . . in the sixties. From that I went to supervisor
and’ from that to assistance director of that department. . . .

|
{ Times changed that you could go in any door and ride any ele-
vator after Mr. Jones came. And you could eat in any cafeteria.

In working with people . . . that haven't had the education
that you have, you have to work with the people and be as like the
people to show them. You don't just run and say, "You do such and
such a thing because I'm here."™ That gets in the way . . . But
after Al [Alfonzo Rutman] got there, you didn't have that much time
to talk to people. . . .

;I've brought many lunches for [maids and porters while Mr.
Jones was administrator]. And we had Mrs. Moses . . . head of
dietary--I'll never forget her. If Sampson would come in and he
wasn't making any money and he didn't have anything to eat, 1'd
say, "You go down and tell Mrs. Moses [(that] Mrs. Hawkins said [to
say], 'Give me something to eat.' And I will be down to pay for
it."” And she would give it to him..

In a minute I'd say, "Mrs. Moses, how much do I owe you?"

"Nothing, Mrs. Hawklns. Sampson come in here and helped me do
things. "

‘And that's the way we went on [when Mr. Jcnes was adminis-
trator]l. We was set up family-like. But they sai nowadays it's
not. It was a family and that's the way we went. ’

Management scarcely touched the tecanology for producing house--

kéeping services after Jones became administrator, yet Hawkins's job

changed markedly. Hawkins and most other maids (womeh) and porters and

orderlies (men) liked the new way the departiment ran.
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Little more than a decade later, a job in housekeeping acquired
yet another character. Again, little technological change was involved.
This time frontlihe workers hated the transformation, although they
liked éhe department's new name, environmental health services, and
their new titles, environmental aides (women) and environmental assis- '

tants (men). To the workers, department head Alfonzo Rutman personi-
j .

fied tﬁe new labor system. 1In 1978, twenty-five aides and assistants

sent & petition to the director, the administrator, and the assistant
]
administrator over environmental services:

To Whom It MAY Concern:

We the undersigned have these conplaints to make about Al RUTMAN.

We need a new leader in our departmert. The man we have now under-
minﬂs us , he sly,sneaky and often writes us up for his personal
reason and not that of job relative content. When he counsel about
said situations,he lies about them. Our morale is very low because
he degrades us in our work and as humans .We often are harassed,
these tactics have tause two people *¢ resign so far. There are
others that are trying tc get into other department because of his
treatment towards them. There are others planning tc leave now

- because of the same reasons. Mr. RUTMAN disregards the UNION and
often never goes by the hospital hand book .Our people are steadily.
going down because of this man. The UNION was voted in because of
this man. We often have trouble getting all of our regular §0 hours
pay after we have worked for it. We ofiten have trouble getting
payed holidays. We have called the union often on these matters. We
are asking you to please cast out this man , because he does not
belong with our familz.2

As this preview implies, the housekeeping labor system displayed
the same‘trends and tﬁrning points as over the overall hospital labor
system. And, in general, the saﬁe managem=nt objectives explain particu-
lar changes. >However, the timing, force, and details of changes in
housekeeping sometimes diverged from the common pattern, because as
with evéry department, its intermediateboutputs and personalities

were unique.
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dousekeeping Labor Systems

Definitions. The housekeeping/environmental health services department
producea a multiproduét intermediate output,‘a variety of tidfing,
cleaning, and carting services, which together will be termed 'house-
keeping services.' The services of 1978 showed remarkable similarity
to tho?e of 1947--remarkable considering the metamorphoses of most
depar;%epts'joutputs. Over the years several chores were dropped:
transéorting ice, food trays, and oxygen; relieving diet maids in the
floor kitchens; and stocking medical supplies.3

The quantity of housekeeping services produced per year is
.difficht to measure. It can be conceived as the area of Qalls and
flcors;scrubbed, number of beds and bathroom fixtures wiped, pounds of
trash emptied, and so gorth. For simplicity, I define the quantity
produced in each production period as eqizl tn total hospital floor-
space. The quality of housekeeping services coqld be g@uged‘by the
neatness and sterility of the institution. I use this definition of
guality, but assigh it no cardinal raniking. Quantity and quality both
increased as the'speed of housekéeping labor rose (accuracy remaining

constant). And quality increased as labor accuracy rose (speed remain-

ing co_nstant).4

Assumptions. - Applying the model of chap:zr 4, I assume top manage- °
ment and the heads of housekeeping (whom; when they act in concert, I
will call 'management') set up and ran'the»housekeeping‘labor system
with aﬁ eye tc medical accumulation and their personal economic goals.

I assume the new features that appeared in the labor system between
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1947 and 1978 resulted from changes management made to accomplish one
or more of the fellowing: (a) adapt to product market conditions,
(b} install constant-intensity innovations, (c) substitute cheaper
inputsj (d) increase labor speed, (e) increase'labor accuracy,

(£) contain challenges to management authority, or (g) meet personal
goals of managers that were consistent with top management géals.

; From management's changes three patterns emerged--three distinct
1abor;systeﬁs that coordinated, wheedled, and coerced labor from front-
line borkers; I call them the McGrady system, the Jones system, and

-the Rutman system. The McGrady system, which lasted from 1946 to 1964,
is named after the executive housekeeper during most of tbat time. The
‘next l%bor system, under administrator Jores, deteriorated in the early
197053and gave way to the Rutman system in 1974.3 _

When Mchady headed housekeeping, she and her assistant person-
ally bossed‘maids and porters, most of whom éleaned the same areas every
day. The housekeepers also inspected oulput and evaluated, rewarded,
and punished workers as they saw fit. Workers received minimum wages
and little or no training. The housekespers and administrator strictly -
enfqrced racial segregation.

After Jones became administratcr, wriiten procedures directed
supervisors in bossihg, evalgating, rewarding, and punishing maids and
porters, and managément followed the prosedures. Jones and the execu-
tive housekeepers appointed supervisors. relaxed the race rules, and

relied on positive incentives. They trainzd all workers, especially

in isolation techniques.
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Rutman took over as director df environmeﬁtal services after
the attriti&n program had increased average‘floorspace per worker.
Rutmangand his assistant directors and supervisors barked orders and
inspected closely, sometimes disregarding production directives.

Tﬁey flaunted personnel procedures, preferring to intimidate environ-

mental aides and assistants with harsh, arbitrary punishments. Wages
i

I
and bénefits improved; training continued much as before.

3

f In general, the ;abor systemsdiffgred in the following respects:
(a) éhe extent to which directing was standardized, and the number of
supervisors and average floorspace per worker; (b) the frequency of
inspectiens, the extent to which evaluations.were standardized, and the
'degre% of racism; (c) the extent to which rewarding andbpunishing was

standardized, and whether the management favored the use of inducements

or of punishments; and (d) the extent tc which training was standardized.

Hypotheses. Studying changes in‘a single deparﬁment allows close investi-
gations of their rationalizations and repercussions. Thus, this chapter
defends two propositions that support the main thesis of this paper.
First, I contend the differences between the McGrady ana the Jones

systems and between the Jones and the Rutman systems are prima:ily
explained by top management's intent to boost labof speed, accuracy, oOr
both. These objectives resulted‘from'top management's reaction to
product market competition: managemen; chose medical accumulation as

its market strategy, which initiated a drive to cut (or contain) costs

of housekeeping services.®
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I contend the differences are explained to a lesser extent by
managers' intent to (a) mold frontline deportment to satisfy managers'
personal goals and (b) contain frontline challenges. In each labor
system, management aimed for specific frontline deportment. The
desired deportments can be characterized (chronologically) as follows:
make workers obsequious because they were blacks; make workers coopera-
tive and obedient; and make workers obseguious because they were
workers. The secondary objectives of shaping deportment and containing
challenges derived partly from the cost-cutting objectives and partly
from exogenous factors. Once introduced into the labor system, second-
ary objectives became somewhat semi-independent factors.

A corolléry hypothesis follows: the signifiéant differences in
the labor systems did not résult from changes that turned on constant-
intensity ianovations ;r relative input prices.

~As a second proposition of this chapter, I contend that the
department heads and, through them, top management continually pres-
sured fiontline workers concerning speed, accuracf, and deportment. I
contend that continual generation of such pressure wés an essential
attribute éf all three labor systems. Pressure increased as top
managenment stepped up the pace of medical accumulation. The degree and
offensiveness of pressure (from workers' point Qf view) varied accord-
ing to the structures management devised to perform the four management
functions, the rewards and punishments i£ used, and the size of the
workforce.

B coreollary hypothesis follows:‘ labor systems cannot be con-

ceptualized as technical soclutions mapped to a self-propelled production
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mechanism. Their technical aspects must be acknowledged, but they must
-
also be understood as management's instruments in a daily quest to

extract labor from labor power.

. The McGrady System

On the Frontline

Ella Hawkins speaks. As she donned her tan uniform, Hawkins joined

other maids, porters, énd orderlies on the bottom tier of a three-step
authority pyramid. The execufive housekeeper, Gladys McGrady, and her
assistant, Emily Miller, 4id all the management tasks~in housekeeping
themselves. They reported directly to administrator Bérkmeyer.7

The housekeeper assigned one maid to each patient floor and
other maids to the lobby, the doctors' quarters, the nurses' home, and
several departments. Hawkins had a routine on Central 2:

In the morning you would pick up your trash, clean your little
kitchen, and do your bathroom. Then you'd start your regular
cleaning: clean your utility room, make sure your llnen bhamper was
clean, also your bedpan hopper and the trash can.

When a person leave, you would clean that room, wash that bed
very good, also spot the walls, sweep the floor, and have the
porter to mop the floor, even clean the windowsills before ancther
patient would come into the room.

You cleaned every hall and stairway that would lead to the
department that you worked in.

Unscheduled chores came up:

You must remember, you were working with children so it was
always something that you could be doing. You could be picking up
a. toy where some of 'em throw on the floor. You'd get the porter
if they break a bottle--at that time they had nothing but glass
bottles. He would get that up and then he would wipe up where the
milk was.
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Equipment and supplies were simple and rationed:

We had a mop; we had a dry mop to chemi-mop with. “We had a wet
mop and we would use. . .What was that stuff? I can't think what's
the name of that stuff they used to clean the beds with. It would
disinfect them, too. . . .You couldn't have but a little, see. The
porter would be down there and he had to pump it out of a drum and
give you so much and that had to last you. BAnd a can of Comet.
That stuff had to last you.

And then you could go 'round to the laundry and get a few rags,
you know, diapers that they had tore up--and washed em and tore ‘em
up--for you to use to wipe your windows and beds off.

Sometimes a nurse mentioned that a room needed cleaning; some-
times McGrady assigned extra duties; otherwise no one bossed Hawkins in
her daily work. Changes in duties or schedules were announced without
explanation; Hawkins said, "They were too cunning to explain things to
vou." Hawkins devised her own methods and cleaned enthusiastically.
She seldom broke the rules;fcrbidding her to leave the floor or talk to
coworkers on non-break 'time. She never broke the rules that restricted
her to one cafeteria, elevator, and entrance—-the '‘race rules.'8

In 1955 it was the assistant housekeeper who inspected output:

Mrs. McGrady'be there and sitting downstairs. (I told 'em
sometimes, down there asleep.) But Mrs. Miller, she was the one
had to do the running around to look see if everybody's working and
all that. . . . '

Mrs. Miller would come 'round and, to tell you the truth, the
biggest thing they wanted to look at was the sink and the bed. . .
.You know at times they would put their hands up on the cukicle
{that subdivided the ward] so you'd have to wax them to make it
neat and presentable.9

The housekeepers hired, punished, and rewarded as they pleaseg,
although rewards were few. Hawkins told how McGrady hired her:

Well, she greeted me very nice, she really did. " She said, "I

know your husband. He was an honest man. He worked good the time ,
that he did work [here]. . . .He asked me to give you a job since

you was determined to work. I told him [to tell you] to come in
here.“ :
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And I didn't have any problem getting a job. None whatsoever.
It was a thing at that time: if you knew somebody you could get a
job. That's the way it was.

After the "interview" Hawkins went to the personnel officer--just to
sign the papers. McGrady and Miller did not evaluate workers in writ-
ing, but as far as Hawkins could tell, they judged everyone's work by

the same standards:

!
!

] .
'C?urse they had their, you would say, they had their picks, you
know. But I never had those problems. I don't know why but I

néver had those problems.
!

|

Parents and workers in other departments often complimented
Hawkiﬁs‘s work but the housekeepers gave her neither promotion or recog-
nition. The measlf wages she took home in 1955 equaled an hourly rate
'belcwgéhe legal minimum: after a government agency inspected house-
keepiﬁg timecards, management cut the workweek by eight hours but
did not change the paycilecks.lo

. No one trained Hawkins. McGrady led her to Central 2, and the
maid from the floor ébove ran down to demonstrate bed-ﬁaking. Hawkins
sized up the situation and set to work:

I guess they figured if you're ever a woman and you ever kept

house yocu would know how to keep tight. So that's the way it went.
So then I used my own intuiticn. I knew how to clean a house and I
said, "I will keep this place clean like I clean my house." And
that's what I didf

When a child had a contagiouskillnESs and the doctor ordered
bthe room. to:-be isoléted, maids and porters used special cleaning tech=
niques to protect themselves and later occupants of the room. Correct
techniques required wearing gowns, masks, gloves or all three, using

strong germicides and cleaning all sutrfaces thoroughly, and properly

disposing of contents of the room and ciezning equipment. The
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housekegpers did not teach the isolation techniques but workers could
look them up in a book. Isolation cleaning was dangerous as well as
important, and two factors counted in Hawkins's favor: doctors did not
often isolate Central 2 patients and, unlike some in housekeeping,

Hawkins could read,ll

Adding to Hawkins's account. Two factors limited Hawkins's picture of

the McGrady system. Hawkins came to Children's nine years after the
system began, and management made a point to keep maids and porters
uninformed. Other sources rounded out Hawkins's testimony.

Origin and duration of the McGrady System. The labor system

Hawkins entered took shape in 1946. Berkmeyer, just returned from war
nursing, imposed a bit of army organization on the departmént and
trained McGrady as exeputiye housekeeper. McGrady retired from the
pcsition in>1959, and several women filled it in rapid succession. 1In
1961 Miller, who at the time headed the laundry, transferred to head
housekeeping. The basic features of the McGrady systém continued»until

Miller left in 1964.12

Orissions and discrepancies. In 1947 the housekeepers oversaw
about fifty fzontline;workers. (The number fluctuated from monﬁh to
month due tc‘highbturnover.) As tbe physical plant expanded, manage-
ment added positions. The department employed six more workers by the
mid-fifties and another fourteen more by the early 1960s. A head |
orderly was appointed in 1953 and a sécond assistant housekeeper hired
in 1959.13

An orderly or porter covered several patient floors in 1947.

He diébheavy cleaning, mopping, and waxing, restocked supplies{
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transported diets, and removed trash and soiled linen. By 1964 every
patient floor was assigned a porter as well as a maid.l4

As part of director Tift's 1947 reorganization, management
split up and reassigned six workers' tasks and eliminated theif posi-
tions. Two years ;ater it dropped six more daytime positions, formed a
three-man night cleaning crew to mop, strip, and wax the halls, and
selected orderlies to be oxygen therapists, which involved transpérting
and setting up oxygen tanks. = In 1955 the oxygen therapists were trans-~
ferred to the nursing department. The minor changes that managemeﬁt
made in maids' and porters' jobs over the years did not alter the male-
female division of tasks.l5

The housekeepers‘bossed some maids and porters more‘frequently
than they bossed Hawkins and others who always worked in one area.
Window washers, for instance, received daily instructions. A handful
of frontiline workers were trained for their jobs. A chemical firm
representative trained the night cleaning crew; The hospital's oxygen
supplier instructed the first oxygen therapist, who then trained others.
In 1958 Berkmeyer and McGrady met with orderlies and instructed them in
handling linens so as to contain staphylococcic infections.16

<

It was in the matter of punishment that Hawkins's experience
broke with a common pattern: she did not get fired. The housekeepers
fi:ed often. For example, they fired twelve workers and probably forced
two others to resign during the twelve months that ended in October
1955--;wenty-six‘percent of the workforce in a yeai.

The rate for these months was typical for the McGrady period.

In fact, 1955 probably was a mild year. The hospital-wide turnover
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rate, which included resignations as well as firings, dropped 20
percent between 1953 and 1954. It dropped another 13 percent between
i954 and 1955, with fewer firings accounting for mﬁch of the decrease.
Since the housekeepers had fired nine in July 1954 alone, the depart-
ment seems to have followed the hospital-wide trend.l7

Firings had occurred even more qften in the late 1940s when
-turnover in housekeeping, dietary, and the laundry ran between 8 and 22
percent each month. If the ratio of firings té total turnover was the
same in the 1940s as‘in 1955, the firing‘;ate in housekeeping ran be-
ﬁween 32 and 87 percent each year.18

'Table 11 shows firings in 1955 by job title and reason. "Absen-
teeism and tardiness," "not suitable" (sometimes listed as "work un-
satisfactory”), and "insubordination" were most often given as reasons.
» The housekeepers also %ired for behavior such as "drinking on the job"
or "creating disturbance."™ The reasons they gave for firing in this
year were typical for the McGrady pericd. They fired based on their
inspections and on tips from other department heads and nurses, whom
they asked to report maids' and porters' transgressions. Hawkins's
testimony about firiqgs for car and home ownership suggests that
housekeepcrs” reasons and impartiality of punishmeht should be ques-
tioned. I assume the real reason for a number of firings éach year was

violation of race rules.l9

‘Frontline fezlings and reactions. Hawkins censured the McGrady system.

She didr:*t mind the work itself; she loathed the indignities and injus-
tices to black people. Of course she felt underpaid, but she attri-

buted 1low wages solely to discrimination, not to management opportunism
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TABLE 11

HOUSEKEEPING DEPARTMENT. FIRINGS AND QUITS
TWELVE MONTHS ENDING OCTOBER 31, 1955

Floor
Orderly Porter Maid Supervisor Total

Firings
Absentéeism and tardiness 2 0 1 0 3
Work unsatisfactory . . . . 0 1 2 0 3
Insubordination . . . . . . 1 1 1 0 3
Drinking on the job . . . . 1 0 0 0 1
- Creating disturbance . . . 1 0 0 1 2
Probable forced resignations
Emotionally unstable . . . 1 g 0 0 1
Personality clash . . . . . ] 0 1 .0 1
Total firings . . . . . . 6 A 5 1 14
Other resignations =~
Better position . . . . . . 2 2. 0 0 4
Left city . « « ¢« ¢« ¢« « « . 3 g 1 0 4
More time home . . . . . . 0 G 5 0 5
Felt work too difficult . . v G 3 0 3
Return to school . . . . . 1l c 1 0 2
01 2 0 2 0 4
kMiscellaneous e e s o s s @ 0 Q ‘1 0 1
Left without notice . . . . 3 0] 3 0 6
Total quits . . . . . . . 11 2 16 0 29
Total firings and guits 17 3 21 1 43

SOURCE: Archives of Children's Charity Hcspipal, Hudson.
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in a buyers' labor market--where sellers happened to be black. Even
with these feelings, Hawkins wanted to do a good job. She kept Central
2 spotlgss and endured discrimination without public comment. About
this shé said:

At times I would get confused. At times I wouldn' t even let it
bother me. At times I'd get a gocd laugh.

She made up her mind to do her best in spite of it
/
bedause it was just one thing: you'd go in the freight elevator.
I'd say, "That don't matter to me. . . . But when I go home, I go
1n{my front door."
And she said a daily prayer:

Lord, black people are being oppressed so at thls place. . . .
But one day I expect to overcome it.

;Maids, orderlies, and porters whcm Hawkins knew also hated the
double‘standards and badges of inferiority" Her close friends at work
reacteﬁ much as she dié. But their long tenure at Children's was the
exception, not the rule. The high turnover shows most workers reacted
very differently. Either they quit (see table 11) or tﬁey were fired
becéuse they worked half-heartedly, often caﬁe inilate or not at all,
left their floors to socialize, or parried with words and acts not
properly "subordinate." However, they rarely organized to protest the
rules or treatment. since all frontline workers faced the demeaning

conditions and it seems few objected to the work, I assume the social

relations of-the labor system tended to breed such reactions, 20

The Logic of the McGrady System

Management objectives and constraints. Hospital finances worried top

ﬁanagement;incessantly during the McGredy years. Cost~cutting was an
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-ever-present objective. Large numbers of charity cases, low government
payments, and rises in input prices caused chronic operating losses
tﬁat.gifts did not offset. Top management also sought funds to replace
and rennovate plant and to add and equip new facilities. However,
compgtition with suburban hospitals became fierce only towards the end
of the period. Hence the drive for medical accumulation and cost-
cutting was moderate compared to later years.21

Administrator Berkmeyer and the housekeepers acknowledged the
need for "economizing" méasures but their management skills had limits.
They also shared a personal goal: to preserve practices of earlier
labor systems that segregated blacks from whites and subordinated
blacks. A lifting of the race rules would have mortified the white

women. 22

Operating the system.

Setting up thevstfucture. The system employed simple  tech-
nology and social relations. The housekeepers were in charge. They‘
‘ divided héusekeeping services into duties forbmaids,'for porters, and
for corderlies. Theyvdividéd the hospital into areas suéh that if a
worker used common-sense methods and labored throughout the shift at
moderate speed and accuracy, she or.he completed the duties. The
ho#sekeepers told workers to stay'in their areas and periodically
checked oufput guantity and quality. 1In order to pare planned costs to
a minimum, management rationed supplies, paid wages and benefits close
to the lowest in Hudson, and required workers to labor eight hours

every week. for free.
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Management reserved the dead end jobs in housekeeping (and
several other departments) for blacks. All frontline workers in house-
kéeping were black so the race rules applied to them all.

When the labor system functioned as management intended, all
areas 6f the hospital received an adequate gquantity and quality of
housekeeping services every production pgriod‘ Blacks and whites did

not associate freely and blacks were marked as inferior.

Pressuring for frontline speed, accuracy, and obseguiousness.
The labor system‘in no sénse operated automatically; Of course some
frontline workérs, such as Hawkins, performed‘to management's satis-
faction without close watch or warnings. Most workers, resentful of
pitifully small pay and ill treatment, did not. The housekeepers sub-
jected most workers to continual surveiilance; correction, and punish-
ment. ©LDay after day and week after week the housekeepers reprimanded
for incomplete tasks, sloppy work, lateness, absences, socializing in
the halls, talking back, refusing orders, drinking, or breaking race
rules. This bossing, inspecting, and punishing pressured workers
directly. Week after week and month after month the housekeepers fired
those who ignored demands for speed, accuracy, or obéequiousness.

n

Terminations intimidaféd workers who remained. The high, steady firing
rate throughout the périod indicates that to extract the labor inten--
sity and depoctment it desired, management found continual pressure
necessary.

Although the pressure for racial stratification tended to de-
press 1sbor intensity to minimally-acceptable levels, it operated in

other ways to reinforce management's authority and cost-cutting efforts.
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Under pressure, blacks obeyéd race rules to keep their jobs. ihey saw
authority that could enforce these irrational, peiniciou;-rules as all-
encompassing authority, which made them little-inclined to challenge
unreasonable production demands. 1In addition, it was easier for whites
to pay blacks low wages when blacks seemed of lower worth. Racism was
thus thoroughly embedded in the McGrady system. | |

Management experimented with training and upgrading to boost
labor intensity without increasing pressure, but did not incorporate
such rewards into the labor system. The experiments helped only a
handful of workers. |

I identified managemeht's main objectives as cutting costs and
guarding racial prerogatives of whites. I conclude that the éontinual,
moderate pressure the housekeepers and, thﬁough them, top management
exerted on frontliﬁe lébor speed, accuracy, énd deportment was an essen-

tial attribute of the McGrady system.

Outcomes of the system. The McGrady system resulted in relatively iow
cleanliness and high iabor turnover. Top managment accepted both out-
comes for many years. By ‘the early 1960s, coﬁpetition forced top

management to reassess its objectives and: to question the logic of the

McGrady system.

The Jones System

On the Frontline

Roosevelt Baylor speaks. Baylor took a porter job at Children's in the’

late 1960's~-the heyday of the Jones system--and enjoyed it from the
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start. He liked working with the people there and they liked him. He
liked seeing children heal and knowing his work helped. Baylor is
quick tq sharebhis convictions about what makes a well-run workplace.
He thinks, for instance, people should discuss their ideas about work
and should_give older workers the lightest workloadsf He thinks manage-

ment should act sensibly, fairly, and consistently--and never short-
j

change | the workers:
!

/ « « - I think if the big people, the big shots there, began to
loék at the little people and try to find out, not just make them
happy, but just try to make sure that each department is ran like
it's supposed to be ran--by the rules and everything--I think the
hospital would have no problems. But if the big shots are gonna
just look around and just forget the little people--and the little
people are really the ones that carry them and make the big people
the big people-~and if they're gonna forget the little people then
very soon they're not gonna be big any more. 23

i

'Baylor's workday was more structured than Hawkins's early days
had been. He reported to a supervisor, not directly to the department

heads. Each workday and workweek was planned so as to produce house-

“keeping services regularly and often. In addition to the night clean-

ing crew, the department heads designated a crew to move heavy furni-

ture and medical equipment. They selected durable éleaning equipment,
such as the floor buffers, and strong germicides and wax.

Baylor did almost the saﬁe tasks in almost the same ways as
porters in the McGrady system had done.

You was told in the mornings when you got your assignment, you knew
exactly what you had to do that day. You was told by your group
leader or supervisor what particular thing that you had to do that
day and the only time that you was interrupted in doing this is
‘like, an emergency came up. Say for instance, if a toilet was
running over or someone dropped a botils and you would have to stop
your work and go get it.
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Every day we did something different. . . . Then [the next
week] we would go through the same cycle. . . . [I]f you didn't
. buff a certain day, then it may have been a day when you would wash .
the top of beds off. . . . Another time you would, maybe, wash the
screens. . . . This was a special project that you did after you
got through with your regular daily work.

At specific times in the day the porters began routine duties, each in
his own area:

It was like picking up trash, taking [it] out. . . . [W]e took
the linen to the laundry to have it cleaned. We mopped the floors
and we buffed the halls and all the rooms. At that time we would
come back to doing the special project and in the evening we would
pick up the trash and the linen again and dispose of it in the
different places.24 :

The supervisors assigned tasks throughout the day, but said
little about how to do them. For the latter, maids and porters re-
ferred to a booklet of housekeeping procedures, solutions, and equip-

ment. Bossing and inspecting were closely linked:
. « . |[The supervisor] would give you a certain project to do.
When that was over with you would get in touch with the supervisor.
He would check it to make sure it was done correctly. Then he
would give you another projct, and then sometimes working along
with you. And maybe by supervising other floors, sometimes he
would leave you for half an hour or an hour or so, but he would
comezgight back and to make sure that you was still doing your
job. <

The supervisors and department heads didn't hesitate to pitch

in:

If a time come where an [operation] come up that was really hard,
like stripping the floor--that's getting the wax off--which is
gonna take a lot of time and which should be done at night{,i1 . . .
sometimes the supervisor would take off his tie. Even our depart-
ment head at that time, which was Mr. Barnes--he was white--he
would come in and he would take off his tie and take off his coat
and get down and help us. He was the department head. He wculdn't
ask us to do anything that he wouldn't do. He would chip in and
help us work. :
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When we got through he would always say, "A job well donel!" if
that job was well done. He would always thank you and. say, "Thank
you, Baylor. The floor looked beaut1ful n26

~N

The supervisors thanked and praised maids and porters regularly,
too. Jones and the department heads always hailed them when they passed

in the halls. The system gave other rewards for extra effort and long
|
years of service: :

But this is what they did for reward to show the appreciation
for the work that you do. . . . [I]f a person retires--say, like,
'if they're working in an area where they're only working five days:
all weekends off and all holidays off. If you've been working
regularly and you are a good worker, then this will be one of the
rewards that they will give you. They would step you up in that
position and the next person come along would be in your position.
They did this with everybody. :

In fact, the older people there, the people that was really in
age, they had the easiest duties. I mean, they worked in areas
where they didn't have to work the weekend; they worked in areas
where they was off all holidays; and the work wasn't as hard as the
rest of the people tpat's working.

And there was the "Maid or Porter of the Month" award:
[Flor this particular thing they inspect the floors once a month.
Whoever had the cleanest, the best floor, this was the reward they
would give them: they would give them--that porter and that maigd---
they would give them a day off . . . in the month to show the appre-
ciation for them having the cleanest floor.27

When maids and porters felt overworked or unfairly punished,

they often went right to administrator Jones. A run-in between a maid
or porter and another hospital employee could easily result in punish-
ment for the housekeeping worker because her or his status was lower

than almost anyone else's and, to many people, her or his word counted:

for less. Jones did his best to prevent such injustices:
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You never have to make an appointment to see this man. . . .
[If you went to his office,] he would come out there [from his
office in the middle of a meeting] and talk to you. If he felt
your problem was necessary: "Well, you come back at such and such
a time and we'll get this straightened out."”

« « « [I1f your gripe is about the supervisor or a nurse or a
doctor or whatever, then in turn he would get in touch with that
doctor, nurse, supervisor, or your department head and he would
have you both to come in. He would listen to your story, then he
would listen to the other person's story, then he would bring you
both in there and have you both to talk. And whenever he decide--
whi@h was always fair--if that supervisor, group leader, or the
employee was wrong, he would make them--not make them—-he would
suggest that they apologize.

/ : .

' Now if they apologized, he would tell them in a small lecture,
- 1like, "Look, we all here are human beings. We're all here to do a
job. Regardless of whatever your job title is, no one here is
better than anybody else. We are all a family trying to keep this
hospital functioning."

?nd he would say like, "If this situation come up again, you're
gonna be dismissed," whoever it is--if it was me, the supervisocr,
or the so and so and so. You got a warning and then the next time
vou're gone. And there were times where he felt and other people
knew that they were hrong, and they were supervisors, and he would
ask them to apologize and they wouldn’t apologize; and they were
gone. They were gone.

Baylor's supervisor saw to his training:

"If I would start working today, they would have me to start working
with a fellow and he would show me everything that he did on that
floor that particular day. If I worked with him the next day, he
would show me what was to be done the next day so that in case that
~if I worked his area, that I would be able to do the same thing.
You would work with this fellow for about two or three days. Then
they would give you another fellow because you may not work in that
particular area all the time; you may work in another part. So you
was with this fellow. This was to familiarize you with the whole
hospital.

As you went from different places they trained you all the way
until they felt that you was necessary, that you could do the job
yourself. Then they would turn you loose, maybe when a fellow was -
off. You weren't regular then, you were rotating. And wherever
this fellow was off they would put vou there and if you did the job
well they felt like you could be on your cwn. If maybe someone
else would leave, eventually, ther they would put you in one of the
regular spots. . . .
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« » «[Tlhe fellow that's working there now named Leroy Johnson--
he's not in housekeeping [now], he's in respiratory therapy--he
taught me just about everything I knew then. Later on he became
the big supervisor--I think about four months after I was there—-—
and he really showed me all the ropes. . . . Our most [important]
object{ive] was when the doctors came around and he would teach me
how to work at the end where the doctors weren't. And when the
doctors worked toward you, he would like tell me to get out of
their way, step aside. And then when they passed me I would go to
the other end and start and work behind them. This way no one was
in anybody's way. Everybody was free to do their work and be sure
that it was safe.

Johnson also demonstrated isolation techniques to Baylor, step
by step. Physicians isolated éhildren more often during the Jones than
the McGrady period. Isolatiod technique was modified :slightly by the
use of the fogger. 1Instead of washing all surfaces in a stripped room
by hénd, a worker set a fogger in the room, closed the aoor, and waited
while it sprayed a disinfectant mist. 'She or he then wiped the horizon-
tal suffaces and mopped the floor. The department heads and supervisors
quizzed workers on solutions énd procedures, especially isolation tech-

nigques, at meetings held every month or so.29

Adding to Baylor's accocunt. The Jones system was well-established when

Baylor joined Children's workforce so he didn't know how it beéan. His
position also limited Pis perception of the system, although management
did not keeé frontlinetworkers thoroughly in the dark as befoﬁe}

Baylor &isliked the system that followed the Jones system, which may
have led him to ;omanticize the latter. Other oral and written sources
presented a picture similar to Baylor's account and filléd in signifi-

cant details.3C
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Origin and duration of the Jones system. The board hired Jones

as administrator in the fall of 1962. He immediately ordered modifica-
tigns that affected all departments, and planned further changes in the
labor system hospital-wide and in single departments. Jones considered
contracting with a private firm for housekeeping»services but the aspir-
ing, young, laundry manager, ied Mitchell, sold him on a plan to com-
bine the laundry and housekeeping departments. In 1964 housekeeper
Miller retired, and top management extended Mitchell's jurisdiction to
housekeeping and put additional hospital—widé chanées in place.

Mitchell carried out his reorganization plan, then left soon
after. Four men headed the department during the next nine yars and
many men and one woman filled assistant department head positions. Of
the departmert heads, Dennis Barnes stayed the longest; his management
Practices fit closely wfkh Jones's. The labor system that management
formed in 1984 persisted as department heads came and went. Its main
contours remzined visible even after Jones left, although top manage-
ment began tc dismantle the system several yéars before it choose Rutman

as department head.31

Hospital-wide c?anges. Upon his arrival, Jones rescinded the
race rules; Scon he had department heads writing annual evaluations on
workers. During the next few years the ratio of supervisors to front-
line workers rose in many departments. By 1964 job'desc:iptiohs and
m;nuals.of procedures had been compiled for each department, and an
upper limit set on its employment. In 1964 top management made two
other important changes: it printed a supervisors'vmanual of procedures

for evaluating, rewarding, and phnishing (that is, management 'fbrmalized'
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the 'personnel procedures'); and it raised wagé rates close to the area
average. In 1967 Jones established a formal grievance pf;EEdu;e and
convinced the board to‘raise benefits and readjust wages near to the
area average.32

Omissions and discrepancies. The number of .assistant department

heads, supervisors, and working supervisors (or ‘'group leaders') variéd
between 1964 and 1974 but remained higher than during the McGrady period.
In the mid-sixties the department head had onekor two assistants, three
or four supervisors, and several group leaders, some in an "acting”
capacity. By 1974 four group leaders worked on both the day and even-
ing shifts. Most of the group leaders and supervisors, like Hawkins,
were promotea from the frontline.33

The frontline workforce increased, too, although not in propor-
tion to supervisory empioyment. In Augus§ 1963 the department employed
seventy frontline workers; in July 1969, seventy-nine; and by the fall
of 1970, ninety-three. The physical plant expanded during this time
but it is likely that floorspace>per housekeeping worker declined
slightly. Within the prard trend in employment, management several
times took advice from outside consultants and reassigned duties to cut
jobs.34 |

After the hospital-wide changes made between 1962 and 1964 and
the reorganization of housekeeping in 1964, directing and inspecting:
‘occurred systematically. Baylor mentioned several elements of ihe
directing structure: each supervisor was réspénsible‘for a certain
section of the hospital, booklets contained instructions about cleaning /

procedures, and special cleaning projects were systematically rotated.
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The group leaders under each supervisor acted as "straw bosseé," assign-
ing tasks and inspecting output, and also performed frontline duties.
‘The daily duties of maids as well as porters remained virtually the
same; tﬁe formal procedurés spelled out the common sense procedures

that workers already used. (The isolation cleaning procedures con-
tainéd important information about solution strengths and disposal of

i
i

contamiﬁated objects.) Frontline workers did not see the job descrip-

/

tions %hat were compiled in 1964.35
‘ Frequent, strict inspections were thé rule. The department
heads insisted that workers adhere to written procedures and encouraged

‘them tc»use lots of detergent. fThe department heads also stressed
éunctuaiity. Top management routinely checked for microscopic contami-
nantS‘b; growing specimens from floors and equipment on culture ﬁedia.36
‘Management added maids and more porters to the night crew and
moved the start of the shift to late afternoon. The women straightened
the deserted offices and clinics while the men continued to do heavy
cleaning. The department heads modified duties, staffing, and super-
vision of the second shift several times during the period. Cleaning
supplies and equipment changed little at first; towards the end of the
1960s the department heads experimented with new supplies. 1In the
early 1970s the department heads forbude workers to enter the snack bar
or cafeteria on non-break time or to make personal phone calls.37
,AfterAdones became administratcr, housekeeper Miller gave front-
line workers their first-written evaluatignsf‘ Throughout the Jones and
Rutman periods, department heads had z policv about evaluations: never

give a perfect one.38
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As Baylor's testimony suggests, the Joneé system rewarded more
liberally than the McGrady system. Rewards that Baylor did not mention
included higher wages and benefits, and promotions to the new group
leader and supervisor jobs and to the department heaa positions--—
promotions that had never before been given to blacks.39

Firings became less frequent and léss arbitrary. As the super-
visors' manual specified, the~department heads usually fit punishment
to the "offense"” and used progressive discipline (that is, they did not
suspend or fire for a first offense). And even before the formal griev-
ance pzocedure existed, Jones's attention to maids' and porters' com-
plaints provided an effective appeals mechanism. 40

A few incidents suggest that the same sorts of disputes--over
hours, duties, and deportment--sparked punishments in(the Jones and
McGrady systems. It aléo seems that some,favoritism élipped past Jones.
One maid recalled that when she arrived late, the department head simply.
‘docked her for the missed time. Another maid once wore the same gown
inﬁo two isolation rooms and the supervisor gave her é "tongueflashing."
Thevmaidkwas later assigned to a choice area. Then with no justifica-
tion the supervisor sa?dkher work was unsatisfactory and gave her |
assignment to a maid in whom he took an interest. A third maid allegedly
refused to damp-mop floors after the duty was addéd to the jobvdescrip-
tion, and the»supervisor issued a written warning for defiance. 4l

The JOnés system emphasized training for frontline workers but
provided none for_supervisors. Hawkins taught herself skills as a
group leader and as a supervisor, just as she had done in 1955 as a

maid. Asked tow she learned to supervise, Hawkins said:



Once you work around people, you know how to treat a human
being. They're a human being and you just go on and act normal
like a human being should and you'll get a lot from it.42

Y

Hawkins's comments on bossing, inspecting, evaluating add a

supervisor's perspective to the picture of the Jones system. Hawkins

recounted her willingness to work:

If a tell a man to take a buffer and do it, I can use that buffer
good as he could. And I know how to do it. And I would put on a
maid's uniform and work right along with them to see that they did
it the right way--and help them. ' '

Hawkins drew from experience to assign tasks and inspect work.

Under her, workers quickly learned the meaning of "clean":

If it was a job that I know that is very teeth-setting--like, say,
like if we had to go into an examining room. You've got to get
every corner. You've got to get every spot. I don't want you to
go in there and stay in there a half-hour or hour and come out and
tell me it's clean because I'm going to inspect and if not, you'll
do it over again.

So the thing to do: you take your time; do it right.
If you don't accomplish nothing but just that one place that day,
fine with me. We will catch up with the others next time. But I
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want that place clean because a child's health means a lot. Health

means a lot to anyone. And that's it.

But it's the same way I take a bed; I'll roll a bed up and run

my fingers under it and see how much dust I can get.
Hawkins did not believe in perfect evaluations:

. . . [A new'supervisor] had evaluated a person and he said

that she was excellent. I said, "Well, if she is excellent, then

she should have your job." And he stood; he looked at me. I saig,
"veah. If she's that good, she should have your job because you're
not excellent." I said, "Anytime a person's excellent they should

have a supervisor job."

Frontline feelings and reactions. Maids and porters approved of the

Jones system. In fact, they said Jones ran the whole hospital the way

it ought to be run. They considered the workloads, cleanliness

standards, and rules quite reasonable. They did not feel degraded

/
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because of the shades of their skins. 1Individuals from time to time
griped about bossy supervisors. Eyen after 1967 many found the pay and
benefit§ far too low. However, workers accepted the authority of top
managemént and the department heads. They trusted managers to uphold
workers; rights, hear workers' suggestions, and fairly resolve prob-
lems. @aids énd porters likened the social bonds at Children's to the
bonds ?% a family.43

/
! The Jones system created a close-knit corps of frontline workers,
f .

| .
loyal and willing to give extra effort. For example, Baylor saw a
response to the "Maid or Porter of the Month" award:

This made everybody in there try to keep their ward clean so that
they could get that extra day off. . . . [E]lverybody scuffled.
Evefybody worked their fingers. It really wasn't really hard work
therte, but what I'm saying, everybody made a task; they made an
extra effort to try to keep their department clean. You could hear
people coming from other wards, other departments say, "Wow, his
floor is really shining." . . . It made the fellow and the lady
that was working on that particular fiocor stand up and stick their
chests out a little bit.

A maid who worked an evening shift in the 1970s described cooperation
among workers and supervisors:

« « « If we was running late on finishing our work due to something,
we would chip in together and help one another. . . . Maybe if we
was supposed to leave at 1:30 [a.m.] and there was something that
really had to be done, we would stay over 'til quarter to two, or
we would stay over 'til maybe five or ten minutes of two, and
"finish it. Because the next night, if we finished a little early,
we could leave five or ten minutes earlier. We felt that one favor
deserves another one. . .. .

« « « [Tlhe employees suggested {staying]. The supervisor did
not suggest it. It was the employees suggested, "Well, he give us
a break. He's a nice supervisor. He let us left such and such a
night a little early. So now that we's been pushed today--we had a
lot of emergencies and we had a lot of more work to do--we should
stay here. We can get together; we can finish this in fifteen or
twenty minutes., It won't take us that long to finish. Let's get
in there and finish." So that's what we d4id.
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Workers' testimonies suggested that fewer workers quit each year than
during the McGrady period.44

Wagés and benefits remained a festering sore. A group of workers

decided collective bargaining could help and signed up with Local 3 of
the International Brotherhood of Railway Workers. The union told manage-
ment it represented frontline workers in housekeeping and management
agreed to an election: Jones wagered he could win.45

Management leaflets about the union election said the recent

pay and benefit increases proved workers did not need a union. The
Jleaflets predicted strikes, exorbitant union dues and fees, and meddling
by cutsiders--the usual scares. Jones personally conveyed a more posi-
tive message to workers, which altered the terms of the debate. Baylor
recalled:
Mr. Jones was there 'when it first come down and Mr. Jones had a
meeting with us immediately because news travels fast over at the
hospital. He was telling us, like, he's not gonna tell us not to .
vote for the union or to vote for the union.

In fact,; he told us in a class, you know, in a meeting. And
then he had each individual to come to his office and he made sure
that they understood that he wasn't standing in their way of voting
for a union and he was trying to let them know that if they did
vote for a union that they couldn't come to his office any more for
help, that they would have to go to them. 2And he told them then
that no orne there was ever treated hostile or whatever, that every-
one there was treated family and that he did all his best for the
enployees and everybody else.46

Cast in these terms, the vote tested maids' and porters' trust

in Jones, nox just satisfaction with their paychecks. Workers thought

the uniocn guestion was‘important——all but two voted--and they stayed

with the Jones system by a 60 percent majority.
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The Logic of the Jones System

™~

~.

Management objectives and constraints. Cost-cutting assumed iﬁcreasing

importance during the 1960s. Competition raged between Children's and
suburban hospitals and financial problems worsened. Hitting on é
strategy for survival and fame, the board and medic;l director pledge@
to expand and diversify facilities for ﬁreatment, teaching, and resea?ch.
They brought in Jones,_who had training and ekperience in hospital
administration, to tightén up production of intermediate outputs and
trim operating deficits, which wouid free capital for medical accumula-
tion. Preventing unionization also surfaced as a critical objective
after 1964.47 |

Jones held personal goals with regards to Children's labor
process. He wanted a safe and sanitary hospital, that is, héusekeeping
services of high quality. He wanted friendliness and genuine coopera-
tion among‘top mananagement, department heads, and frontline workers.
And, without abrogating authority, he wanted a labor system that guaﬁan-
teed workers, both blaek and white, fair and reséectfﬁl treatment,
financial security, and pleasant work relations. Jones believed thét
attainment of the goals was prerequisite to a good hospital reputation
‘and low housekeeping costs.48

Jones spurred reorganization of the housekeeping labor system
and recruited department heads who shared his goals. Mitchell, for
example, liked to display his managerial acumen, but as his "Maid or
Porter of the Month" award shows, he kept workers' goals in mind.

Barnes, Hawkins, and Sherman Henderson (the first black assistant
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department head and longtime co~worker of Hawkins) stressed cleanliness,
cooperation, and respect for maids and porters——Hawkins and Henderson
came from the frontline. Although each department head brought a per-

sonal touch to the labor system, Jones, ready with reprimand and rever-

sal, stopped practices that crossed top management's purposes.49

Opeiating the syétem. The Jones system differed from the'Mchady system
ii three general ways. First, management functions wefe allotted more
labor time and done mcfe~systeﬁatically. Second, é variety of positive
incentives overlay management's arsenal of punishments. Positive incen-
tives included the voiding of race rules; the supervisors' willingness
to lend a hand; the material rewards of pay and benefit hikes, days off
for the clesanest wards, choice assignments, and promotions; and the
intangible rewards of t@lking and joking, praise, thoughtful gestures,
and help with problems. Third, the flodrspace area per worker declined

slightly.

Reaching management's new objectives. More frequent and system-
atic directing and inspecting cut costs primarily by increasing labor
accuracy and maintaining speed, although standardization of procedures
also represented a conétant—intensity innovation. Designating one
procedure as the standard made it possible for every worker, laboring
at a constant intensity, to perform tasks in the (presumably) ieast—
cost manner. Training, the booklet of procedures, department meetings,
and supervisogs' reminders fixed the least-cost procedures and the
higher cleanliness standards in workers' minds. Frequent, careful

bossing and inspecting by the numerous group leaders and supervisors,
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who were now accountable for specific sections of the hospital, kept
maids and porters on their toes.>0 ‘ | .

‘ 'Férmal personnel procedures and positive incentives increased
labor intensity and met Jones's other objectives through a different
sort of mechanism: by furthering workers' goals. This encouraged
workers to cooperate and voluntarily work at high speed and accuracy,
and counteracted tension that close bossing and inspecting might have
aroused. The personnel procedures, by providing written evaluations,
due process, rational punishments, and a means to appeal, offered fair
and respectful treatment. Positive incestives enhanced financial
security and the social atmosphere at work.

With better pay and a sﬁpportive, human environment, maids and
porters enjoyed wofk and thought their labor efforts adequately rewarded.
Most willingly increased their speed and accuracy, which reinforced the -
effects of systematic training, direcﬁing, and inspecting. Fewer quit
than 6uring the McGrady years, which reduced the ratio of new hires to
experienced workers and contributed to accuracy. Manaéement fired less
often, but when coaxing failed, it used punishments to force workers
into line. i

Jones valued a labor system that considered workers' goals as
an end in itself. He felt sure, however, that management gained from
such a system. As long as the rest of management was convinced that
considering warkers helped (or at least did not_hurt)“medical accumula-~

tion, workers® goals counted.
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The decrease in average floorspace per worker raised the quality
of housekeeping services although it also increased costs. With less
Area to cover, a worker exerted the same effort but cleaned more
thoroughly.

Top management also relied on positive incentives to ward off
uhions. When it learned of organizing drives at area hospitals, it
granted wage and benefit increases to upstage the unions. (Once in
place, the raises helped,boost labor intensity.) Management did not
abandon this approach e&en in 1969 when many workers signed union cards,
which indicated that positive incentives might be insufficient to
pre?ent challenge. 1Its campaign highlighted the inducements of the
Jones system; playing 6n workers' fears was a minor theme. ‘Jones's
speeches an3 one;on—one meetings tapped feelings of loyalty and trust
and convinced maids and porters the system stood for them.

Agaln, Jones pushed a balky board for wage increases and other
positive incentives because he believed it management's duty to respond
to workers® dissatisfactions. But he knew well that the best insurance
against unions was a happy wotkforce.

1 argued above that cost restraint and cleanliness received

i
greater emphasis in ﬁhé Jones system thén the McGrady system while new
~ objectives emerged: bprevent unionization, promote cooperation, and
satisfy frontline goals for respect, higher pay and benefits, and
pleasant wcrk relations.
I conclude that the differenceé betwéen the systems are explained'

primarily by management intent to boost speed and accuracy, and secondarily
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by its intent to stimulate cooperation and belief in the legitimacy of
management.

Attending to frontline speed, accuracy, and problems. I argued

above that in the McGrady system the housekeepers and, through them,
top management, continually pressured for speed, accuraéy, segregation,
and.obéequiousness. In the Jones system, thé frequent, systematic
directing and inspecting raised the pressure for labor accuracy and
punctuality and imposed steadier, moderate pressure on speed. On the
other hand, the Jones system lightened pressure for black subservience.
Because the steady, higher pressure for speed and accuracy did not
rankle maids and perters, increased pressure in the form of more
firings and other punishments did nct result. Instead, management
relied on inducements to secure extra effort and friendly work rela-
tiocne. The Jones systeﬁ continually generated inducements: constant
friendliness, regular rewards and praise, and help with work or prob-
lems whenever needed.

Inducements, which continually renewed belief in'management
legitimacy, also provided a more systematic barrier to challenges than
did‘the McGrady system;s firings. The 1969 union drive can be inter-
preted as @n error of the board: the boatd always hesitaﬁed to follow
Jones's recommendations for raises so essential inducements lagged.

I conclude that management's continuai pressure on ffontline
gpeed and accufécy and also its continual generation of‘inducementé

were essential attributes of the Jones system.
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Outcomes of the system. Under Jones cooperation prevailed and the

hospital shone. But costs of housekeeping serviées marched upward,
since non-monetary incentives increased labor intensity by a finite
amount. Market competition led to a reduction in the housekeeping
workforce at the end of the Jones period and focused management‘'s atten-

tion far from workers' welfare.

The Rutman System

On the Frontline

Leatha Sprague speaks. Sprague started work as a maid at Children's in

1974; She had grown up on a South Carolina farm, married, moved to
Hudson, and raised eight children. Money being tight, she worked part-
time washing silver in a hotel, laundering at a hespial, and then clean-
ing a lawyer's home. When her youngest could stay alone after school,
she applied for a full-time job at Children's.

Sprague's views on work and workplace relations have much in
common with Hawkins's and Baylor's views. Sprague is proud of her
cleaning abiliities; she is an eager student. She believes in working
cooperativeliv~--she wasqone of the maids bn the evening shift who some-
times'stayed te finish up. As a negotiating team member and a shop
steward, she has asserted workers' rights to just treatment and a voice
in workplace affairs. ' |

| At the time Sprague was hired, Jones had been gone for séveral
jears. Yet slie entered a labor sysﬁem identical to the one Baylor

found in the late sixties. Then Rutman became department head and, in

Sprague's words:



243

It was just like hell broke loose. It was like changing over from
aon-war to war.

Many features in Rutman's environmental services department
closely resembled their counterparts in the Jones system: the authority
structure, the division of labor between men and women, the procedures
and equipment for cleaning, and the fcrmality of progressive discipline.
But the dynamics of bossing, inspecting, evaluating, rewarding and
punishing were transformed.>l

Rutman, a large, dark-skinned man from Alabama, immediately let
everyone know he intended to be in charge. Brandon Rankey, the adminis-
trator who replaced Jones, kept his distance from environmental services
affairs. Rutman exploited Rankey's inaccessibility:

IRutman} always said that he was running it [the department], you

know. I knowed that he wasn't running it. I knowed that it be-
longs tc Rankey and Gilchrist [the medical director] and Canary

[chief of the medical staff], but I didn't know who was his boss

before you got to Rankey, Gilchrist, and Canary. I didn't even

know i{the assistant administrator] was over Mr. Rutman until we

was moving into the new hospital.52

Egged on by Rutman, the assistant department heads and super-

-visors bessed all the time, barking orders, hovering, and hounding

the aides and assistants. The evening shift supervisor, Clinton Chisholm,
was the worst of the lot. He seldom spoke with common courtesy, let
alone warmth, and pressured workers from the moment they punched in to
the moment they punched out.

. . . The pressure that we began to get was: "You can't be
late!™ "You have to stop taking your breaks when you want to; you
can only take hreaks when we want you to take breaks." The other
pressure was supervisor standing over the top of you from time
to time. Ouce Mr. Chisholm came to be supervisor you couldn't ever

go to the bathroom and come out what he wasn't standing side the
bathroom deoox. , :
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After he was come supervisor we would have dinner at 5:30 in
the afterncon; it was our lunchtime. . . . He would come . . . into
the dining room where we were. He would stand outside the dining

* room door and we would be on our break. And he would stand there

.- and watch his watch, and watch his time, until Ms. Franklin, Ms.
Newsome, and myself would push our chairs back from the table.
Then gg would walk away from the windows looking into the dining
TOCH.

Inspecting, still closely linked to bossing, also turned con-
tentious.

Now take this thing: = [Chisholm] and me got to arguing one night
over cleaning a sink. He stood there and argued with me that I
didn't clean that sink and I knew I cleaned it. Then I turned
around and asked him how did he know; how could he argue with me
that the sink hadn't been cleaned when I had knowed that I had
cleaned the sink? . . .

And he says, "My school that I went to always told me that if
you rub yocur hand over the sink, you would always get Ajax if it
had been cleaned.”™ . . .

v I says, "And if you rub your hand over that sink and you get
Ajax, it is not cleap." . . . We had a big argument over that. . .

At that time he had a guy he had made group leader. His name

was Fred Cherry. He called Cherry in there where I was and he said
to Cherry, "I want you to hear me talk to Mrs. Sprague.” . . . (You
need a seccond opinion [a witness] and what they would do is get the
supervisor and the group leader to stick with one ancther when you
had nobody to stick with you.) So the group leader and the supervisor
came in and we was discussing over the sink. Cherry, naturally, as
being group leader, he agreed with Mr. Chisholm.

I said, "I'm not thinking about Chlldren s, Mr. Chisholm. One;
I did it. I'm not 901ng to do it again.”

So we left it that way. I got wrote up [received a written
warning], but I cared less. : ' :

After this incident Chisholm told Sprague--who is stout--he
would make heir personnel file "as fat as you are." A written warning
in her persomiel file was a step towards termination. Sprague became a

target: she filled two diaries recording her run-ins with Chisholm.
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Promotions followed the department head's whimsy, which seldom

—

corresponded to work performance, qualifications, or seniof?tyb For

example, Rutman hired Chisholm as an envifonmental assistant and

quickly made him a supervisor, not even trying him out as a group

leader. Rutman hired assistant department heads who had no experience

in housekeeping and little in supervising.s4 ' .5
After the union was voted in, Chisholm stopped harrassing Sprague.

Soon an assistant department head encouraged her to become a group

leader on the midnight shift. Sprague had édvocated‘the union ané

suspected Rutman meént to quiet her by making her a straw boss. She

took the position but the intricacies of favoritism soon caught her up:

The supervisor was dating a girl on my shift and he felt that
this girl did not have to take breaks when the other girls tocok
breaks. He felt that she did not have to get up off of her break
time at the time that the others got up. When I would walk around
through the area, she would not be finished her working in the
morning. I would go in and help her to finish, but I told her that
she would have to finish because I knowed that area, I had worked
it myself. It was not a over-workload that she could not finish
it. She couldn't lay around with the supervisor for two or three
hours per night and finish it--she couldn't do it.

. . . [Olne morning I was upstairs in radiology and I was check-
ing [her] work, which was not completed. ([The assistant department
head and the supervisocr] came up there where I were and they told
me that I shouldn't of not been up there--I wasn't supposed to go
in radiology. When I was made group leader I was told, as a super-
visor, it was my privilege to go anywhere 1n that hospltalc-dnvtn1ng
need to be did or see about.

So [the a581stant department head sald], "Mrs. Sprague, I'm
gonna write you up."

I says, "Write me up? For what?"

"For being in radiolcogy and you wasn't supposed to be up there,
right?”
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"I didn't know I wasn't supposed to be up there.™ . . . I thought
it was my duty to go up and check the girls' work every morning. I
found out they didn't want me behind this girl at all. . . . He
wrote me up. I refused to sign [the disciplinary form].

Although she liked the group leader job, Sprague resigned from
it and returned to the evening shift and Chisholm's harrassment.
She informed Rutman that a problem with the supervisor caused her

resignation but he never asked to hear her version of the incident.35
j .

/

/

Adding' to Sprague's account.

!
13

Origin and duration of the Rutman system. By the end of 1970

Jones and Barnes were gone. Administrator Rankey introduced hospital-
wide changes that laid the foundation for the Rutman system. But the
ﬂew heaés of housekeeping who had been schcoled in the Jones system ran
the dep;rfment as before; A department head hired from outside the
hospitai did not transférm thekJones system either.

In 1974 top management selected Rutman, a midde level manager
in anbther department, to head housekeeping. Rutman kne& nothing about
housekeeping, so assistant heads ﬁenderson and Hawkians (Qho were passed
over at promotion time) taught theirvbdss his job. The Rutman system
reached full force after Henderson and Hawkins retired. It withstood
chailenges until the union grievance procedure gave workers a chance to

protect themselves,56

Hospital-wide changes. Top management's demands placed new
constraints on departmént heads in the éarly 1970s. = The attrition
program pared down the workfo;ée: top management enﬁouraged‘workers to
retire or resign, and a department head cculd not replace departing

workers-until her or his department.'s wcrkforce fell to a pre-set level.
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Top management also began sending deparfment heads and super-
visors to supervisory skills programs in the early 1970s. And it built
Children's "personnel proéram“-—management's term for wages, benefits,

- and gimmicks to keep workers happy--to match those of other area hospi-
tals. Management raised wages several times, added a floating holiday,
-sponsored a better pension plan, and formed an advisory council of

frontline workers and department heads.>7

Omissions and discrepancies. Seventy-two aides, assistants,
and group leaders (99 pegcent of them black) staffed the department in
1977, down from ninety-three in 1970. The reduction occured before
Rutman became department head, but he exacerbated the shortage by wait-
-ing several months to £ill any position that came vacant. Two assis-
tant department heads still worked in environmental services, and the
muber of supervisors did not change greatly.58

Workars on the day shift descfibed other aspects of bossing in
the Rutman system. Supervisors did not explain new éutieskor procedures,
they just ordered. They broke up workers' conversations. They rarely‘
helpgd cut and they sometimes gave new hires extra-heavy workloads. A
sﬁpervisor might assign a time-consuming task at thé end of the shift

b,
{whent she or he could ﬁave assigned it hours earlier) and tell the
worker to stay and do it or leave for good. Or a supérvisor might
override standard procedures. Baylor gava this example:
« « « Y've been there fourteen years and if I'm not doing it right
I wouldn't have never been there that long. Now they come and they
tell you . . . Like maybe you're going to just wash a bathroom
floor with stripper, they tell you how to use this. You shouldn't

ever mop a bathroom floor with stripper but this is what they have
us doing now. . . .
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There are two sides to each bathroom door that comes in. You
put a [caution] sign and you're on this side; a person could walk
in on the other side. They could fall and break their neck because
that floor, it is made out of marble and it's slick as an onion.
Sometime we even slip while doing this.

1

So in order to do this you have to go on and put it down. And
you know it's wrong. You know that's wrong. So to be there, you
just have to go on and do these things. ’

Before we used to have all types of films telling us about how
to clean certain objects, how to do this, how to do that--and the
safe way. . . . But now safety is completely out of the hospital.
YOijust have to do what they tell you, "Do" regardless of whether
it's safe or not. Or you show them the book or you tell them about
th¢'films that you've seen abcut how to do such and such a thing
and they'll tell you, "Do it this way if you want to be here." . .
. Al Rutman himself have told me that.>?

Baylor's example is revealing. A 1977 environmental services
bookiet;listed the aide's and assistant's job description (a hodge-
podge list of rooms, situations, and tasks} and twelve cleaning tech-
nigues. The bathroom c}eaning technique said a bathroom floor should
be scrubbed with half-strength stripper once a week. Rutman neglected
to explain the change in technique. What's more, he refused to con-
sider workers' encounters with its drawbacks.®0

- When management added the third shift (on which Sprague became
a group leader), almost all intermediate outputs of environmental ser-
vices were produced around the clock. Rutman periodically reshuffled
duties among shifts, as his prédecessors had done. One question nagged
all department heads: How can we get the night shift to complete its
work"?61

Supplies proliférated. The department heads purchased dispos—

able cloths for wiping and dusting, ard detergénts designed to clean
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specific materials or to kill specific contaminanté.A They discontinued
fogging in the isolation rooms. Frontline workers disagreed on the
effectiveness and toxicity of the new products.62

éutman stopped naming a "Maid or Porter of the Month," saying
that workers already received plenty pf vacation. Department heads and »
superviéors rarely praised, thanked, br even said "Good morning" to
aides aﬁd assisténts. They punished for petty infractions or for made-
up infﬁgctions:‘ it seemed as if everyone in the department grew a
thick éersonnel file——evén workers‘with a perfect record going back
yéars. And they firéd left and right: during the twelve months ending

in June 1978, thirteen aides and assistants lost their jobs--15 percent

of the frontline workferce. Management built up paper cases in the

i
i

files of some. Management did not have tc justify thé firing of new
hires on probation, who ‘probably made up hLalf of the total fired.63

fhe department heads and supervisors invented new, non-
sanctioned punishments that used their diécxetion,to boss, inspect,
assign extra chores, require overtime, switch shifts, and order
*unsatisfactory" work redone. For example, aftef an aide won a griev-
ance over an unjustified suspension, she loét her weekdays-only position
and was put on the night shift. It was almost impossible for her to
make new arrangements for‘child care. Workers identifed a common pat4
tern: a supervisor would concentrate on on2 worker for several days at
a time, give unreasonable orders uﬁtil the wbrker‘was provoked, and
then issue a warning, suspension, or t:ex.'mi!:at)'.on.‘6‘4

The Rutman system trained new hires the same way as the Jones

system. Periodic meetings to review cleanirg techniques continued.
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All supervisors were sent to supervisory skillsvseminars, and the
assistant department heads also attended classes on institutional
cleaning. Supervisory training ostensibly taught standard ways to
boss, inspect, evaluate, reward, and punish, but,supervisors' on-the-

job training conflicted with the classes. Rutman ordered them to hound

i
) .

/

Frontline feelings and reactions. The aides' and assistants' 1978
, .

i

petit;bn to top management revealed how wrong they thought the system

workers and threatened to punish them if they did not. 65

and how greatly it upset them. Hounding supetvisors irritated workers,
peremptory orders demeaned them, and unjustified punishments enraged
them; Aides and assistants believed Rutman's authority waé illegiti-
mate, u&timately because he treated them meanly’but also because he
violated top management policies that they generally viewed as legiti-
mate. Assistant department head Hawkins was zlso troubled by the
Rutman system.66

Wbrkers' reactions to the system generated several trends in
labor speed, accuracy, and deportment. On the one hand, workers tended
to arrive on time, work as ordered, aﬁd feign respect for the super-
visors and department heads. On the other hand, workers who usually
made an extra effort became demoralized and worked only enough to keep
their jobs; ‘Baylor, for one,'stopped,volunteering to do ektra chores. 67

Aides and assistants under the fairer and friendlier super- J
visors maintained group ties, worked as best they could, and enjoyed
helping children get well. But more and mcre workers felt their rights

trampled and, individually, they struck back. Some refused assignments
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or argued with their supervisors. One aide took three days of sick
leave instead of one after learning that a doctor must ce;Eify her one-
day illness. She had few previous absences and top management policy
required a doctor's slip only for three or more sick days. She was
angry about being forced to act "like a child" as well as about being
harassed. Another aide contested a denied promotion through top manage-
ment's grievance procedure--with no results. Workers clued in new
hires about the nastiest supervisors and the ncrmal workload. They
talked about finding new jobs; a number actually quit.68

From its inception the system aroused organized opposition,

which Rutman's reprisals only strengthened. Aides and assistants first
went to top management because Rutman's practices violated top manage-
ment's policies, and because workers knew Jones would have immediately
set Rutman straight. Bhylor recalled:

When we first, when Mr. Rutman came and we were getting some
difficulties, we tried to talk to [Rankey]. We went to his office
and he told us that we would have to make an appointment to see
him. . . . We told him that we felt like if his time's too valuable
that maybe sometime that evening or the next day or the day after,
because a problem had arisen where it affected everybody in house-~
keeping. We still didn't get into his doors.

And then when the next week came, we didn't talk to him. We
talked to his assistant, which was Mayes, Mr. Mayes. He listened
to what we had to say and he told us that he would get right down
to it and he'd find out the problems.

And the only time that you would find out anything was, like,
you stopped him in the hall and you'll say, "Mr. Mayes, what about

such and such a thing? You remember you were supposed to ask?"

He'd say, "I'm still working on that project. 1I'll get back tc ¢
you." And that was it. :
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After fruitless appeals to top management, more workers concludéd their
best defense lay with a union. The notion that‘a union could réise pay
agd benefits had not died after the 1969 election, but even when the
attrition program slashed the workforce, most housekeeping workers
believed they did not need a union. Loyalty to Jones lessened every
year as older workers retired and as outrage at the Rutman system piled
onto dissatisfaction with pay. When approached by organizers from
Local 1000 of the Building and Service Workers Unicn in early 1975, a
few environmental aides and assistants signed representation cards
right away. More signed in the summer and two assistants volunteered
to be union observers at the election.®9

In 1975 Local 1000 tried to organize all service and maintenance
workers, and top management mounted an equally broad anti-union campaign.
Administrator Rankey seﬁt a letter to every worker's home that reminded
of henefits the hospital had "given" and warned of headaches a union
cculd bring. In environmental services, Rutman stuck with harrassment,
write-ups, suspensions, and firings.b Supervisor Chisholm told workers
a union would do them no good. The day of the.élection, one environ- |
mental assistant who vslunteered as a union observer was told he could
not observe because thé department was under-staffed. The department
did excuse the other volﬁnteer from duty in order for him to observe,
buﬁ tﬁen his supervisor cordered him to mop up a grease spot in front of
the polls. Loéal 1000 lost the vote by a two to oné margin.7°

In the 1977 union drive, aides and assistants eagerly signed

cards and several joined the organizing committee. Management opposed

the union with the same tactics it used in 1975. This time workers in
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the service and maintenance bargaining unit (made up primarily of
frontline workers in the dietary, environmental health services, laun-
dry, and méintenance and engineering departments) voted overwhelmingly
for thefunion. Several environmental servicés workers sat on the
negotiating team, and frontliners in the department formed the backbone

of the local at Children's’!

]

/

: /
i .
The Logic of the Rutman System

} .
i

| ' ) . .
Management objectives and constraints. Cost-cutting overshadowed all

other management objectives during the Rutman years.  In the late 1960s
and early 1970s, Children's steadily lost doctors and patients to
éuburbaﬁ hospitals. Mbre than ever, tcp management believed medical
aCcumulétion to be its strongest weapon in the market battle. The
board d;cided to go aheéd with a futuristic building in a "better"
neighborhood, but construction of the new hospital tbok twice as long
as planned. In the meantime, rennovation of the old plant continued.
Thus operating defiéits reached new heights at the same time capital
needs ballooned, and cost-cutting seemed imperative.72

Medical accumulation and cost-cutting took priority for adminis-
trater Rankey, too, except wheﬁ 2 union threat loomed. Housekéeping
services had to be prﬁduced, but Rankey put low unit costs before high
éuality; Aides and assistants had to be siopped from unionizing, but
as long aé agitation did not get out of band, he showed no interest in
them or their problems. He enforced the attrition and budget direc-
tives, which ensured that objectives of top manégemént became objectiﬁes

of the department heads. Despite Rufman's dearth of housekeeping
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experience, Rankey épproved'his promotion; despite Rutman's abuse of
authority, Rankey upheid him. Rankey effectively denounced management
responsibility for outcomes that Jones had elevated to management
objecti?es,.that is, for a labor system marked by cooperation and:
justice;

gfhe singleminded aim of top management fit neatly with Rutman's

!

obsession to dictate behavior in environmental services. Rutman chose
' ,

assist%nts who went along with his goal. The objectives of the depart-
[ .

ment heads assumed significance in this context because they could use

the too-small budget and staff to justify their actions.’3

Operating the system. The Rutman system differed from the‘Jones system

in thrée general ways. Firét, the department employed a smaller work-
force..'Second} supervifors bossed workers and inspectedAoutput more
frequently and capriciously, but pitched in less often. Third, the
system favoréd negative over positive inéentives. Negative incentives
included bossing in a nasty manner; writemups,‘suséensions, firings;
and other official punishments for real 6: made-up infractions; with-
holding sick leave and other non-sanctioned punishﬁents; and use of the
directing and inspecting functions to punish.

Reaching management's new objectives. Workforce reduction

increased average floorspace per worker and thus the average labor
speed (at a éonstant accuracy) necessary to maintain constant quantity’
and quality of housekeeping services.

Hounding'tended to increase labor speed and to give the super-

visors and department heads, rather thar standard procedures, the final
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say. To keep supervisors off their backs, aides and assistants usually
_obeyed when supervisors assigned jbb after job, dictated procedures,
_c;nstantly checked progress, and ordered them on and off breaks.

Negative incentives put teeth in supervisors' commands, which
helped increase labor speed and consolidated Rutman's power. Afraid of
the.donsequences of refusing commands, aides and assistants cbeyed
unreasonable orders and demands for higher speed. Harassment and un-
juStified punishments made frontline workers mistrﬁst supervisors and
intimidated both groups, which kept them from joining to oppose the
department heads.

At the same time, hounding and negative incentives generated
- opposite tendencies in labor intensity and deportment. Demoralized,
angry workers who normally labored above the minimum'speed and accuracy
cut back. #High quit and fire rates led to é greater number of inexperi-
enced workers, which tended to reduce average accuracy. Workers' deep
resentment destroyed the legitimacy of the department heads' authority,
eroded fhe legitimacy of top management's Authority, and brought strength
.and momentum tc the union cause.74

Management man%pulated negative and positive incentives to
‘combat union challengés and to suétain labor intensity. Rutman relied
on negative incentives to meet both objectives, pushing supervisors to
‘hatass and punish until‘the degree of intimidation sufficed. Top manage-
ment toyed witﬁ some positive incentives, raising wages and benefits
and touting. the pension plan, employee advisory council, and personnel
procedures. Nagative incentives formed thé hidden half of top manage-

ment's stirategy to cut costs and stop unionization because top
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management fully supported the Rutman system and therefore complied in
harassment and intimidation. By maintaining thé trappinég\bf\a griev-
ance procedure and proéressive discipline, however, top management
disassqciated itself from the Rutman system.

1 argued above that cutting costs assumed greater importance
for management in the Rutman than the Jones period, that preventing |
unionization continued to be emphasized, and that building department
head power became an objective. I conclude that the differences
between the systems are érimarily;explained by management's intent to
increase labor speed; and secondarily by the department heads' intent,
backed by top management, to summon total obedience from frontline

workers.

Pressuring for frontline speed, accuracy, and obedience, I

argued that in thé Jone's system managemen; continually préssured for
speed and accuracy, but also induced effort and desireé deportment by
considering workers' goals and problems. .In place of inducements, the
Rutman system substituted peremptory bossing énd harassment, write-ups,
suspensions, and termiﬁations. To raise labor intensity and eliminate
challenges, the system churned them out double-time. Hounding and
negativé incentives directly pressﬁred many workers and created a high-
stress workplace for the rest. Top‘management's wage increases and
other incentives broughﬁ no relief. s

I conclﬁde that management's continual, ﬁigh préssure on 1abo;
speed, accuracy, and deportment was an essential attribute of the

Rutman system.75
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OQutcomes of the system. 1In spite of hounding and negative incentives,

\\

the low morale and large workloads resulted in a dirtier hospital. And

pressure created an almost-tangible tension between department heads

and frontline workers-- a tension the system could not contain.

Long-Term Tendencies in the Labor System

Four kinds of modifications to the Rutman syStem also appeared
as modifications té one or both of the earlier 1abof systems:
(1) combination of duties to eliminate positions; (2),more variety in
cleaning supplies; (3) new techniqﬁes for isolation cleaning; and
(4) redivision of labor among shifts. I contend that changes of the
fitsﬁ kind were intended to increase iabor intensity. Changes in the
next two categories are explained by several factors: constant-
intensity innovations, adjustments to changés in relative input prices,
and physician—mandéted changes in output.t The last kind of change

concealed two opposing trends. On the one hand, reshuffling duties

7

‘among shifts represented widening use of a poténtial constant-intensity
innovation. On the other hand, it retrenched from the innovation to

increase labor intensity.

Eliminating jobs. 1In all three systems management from time to time

cut positions (without changing procedures, equipment, or supplies) by
splitting up ‘the duties among workers who remained.‘bThe 1971 attrition
program was anAextreme case. Unless accuracy was sacrificed, average
labor speed increased in order that the quantity.of housekeeping ser-

: . /
vices did not drop. After each such cut, all management functions came
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into play to generate the pressure necessary to boost labor speed. (In

the Jones systém, inducements also helped.)

Supplies and isolation techniques. During the Jones and Rutman periods,

the department heads purchased new brands of supplies and special-
purpose cleaning products. More rooms received isolation cleaning.
Management introduced and later discontinuad fogging of isolation

|
rooms. !

f Several developﬁents in the hospital industry and in Children's
input markets interacted to cause the tendencies. In the late 1950s
and 1960s, industry journals publicized thevproblem of infections
gpreadipg from patient to patient.. Articles also discussed the effec-
tivene;s‘and cost of various cleaning techniques.- Doctors isolated a
larger proportion of cases at Children's. Hospital associations
adopted stricter sanitation standards. During these same years, firms
that produced cleaning supplies introduced many hew prodpcts, and
promoted them by such marketing stfategies as advertizing, price-
cutting, énd in-person sales pitches.’$

Although factors unrelated to labcr speéd, accuracy, and deport-
-ment were the primary causes of the changes in supplies and isolation
technique, these‘téndencies did not greatly alter thé labor process
from the workers' perspective. Introduction of the fogging technique,
1which made oné;step of cleaning automatic, was the only change‘that

affected workers' control over tools. TFocgging was discontinued, most

likely as a cost-cutting measure.
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Day duties and night duties. 1In all three labor systems, management

- periodically rescheduled duties and personnel among shifts. ‘As hospital
o;tput increased, it became necessary to have some housekeeping ser-
vices performed around the clock. However some redivisions of labor
-among shifté were made to realize constant-intensity innovations. For
example, by cleaning administrative offices, clinics, and other areas
of the hospital when they were closed, and by stripping and waxing
corridors during least-trafficked hours, maids and porters could work
more systematicaly. In ;ddition, the noise and fumes bothered fewer
people.’7 |

Management found it difficult to maintain labor intensity on the
lower-staffed shifts. (Usually this was a night shift but for a time
it was an evening shift.) In fact, it was sometimes imposible to
generate sufficient pre%sure to gain from redividing duties among
shifts. Mést redivisions beefed up supervision at night. Several

redivisions invelved switching duties back to the day shift to insure

they would be done.

~

Postscript: After 1977

g
Workers at Children's voted to have Local 1000 represent them

in May 1977. The hospital moved to new quarters one month later. 1In
june 197¢ the union and top management signed a contract. The events
set in moticn éonﬁlicting forces: Rutman accentuated pressure-
generating features of the system while workers tried to end the

abuses. The time is too short and the strength of the union too un-

certain te predict the outcome. But a few comments are in order.



In design and interior, the new hospital differed greatly from
the o0ld. Long hallways separated the building into isolégga“qgadrants.
Total floorspace and iﬁdividual patient rooms were larger. Carpets
covered moét floors.

The number of positions in environmental services did not in-
crease in proportion with the area, which meant more work for each afde
and assistant.’8

The department heads tried to incréase labor intensity and
break the union by using all the negative incentives at their disposal.
But workers now had a legal means--the union grievance procedure--to
fight violations of the contract. And the;cﬁntract adopted top manage-
ment's personnel procedures practiéally unaltered.

The grievance procedure was no guarantor of justice. It worked
_ imperfectly and requireh effort and‘endurance. It could never recreate
the friendly, respectful atmosphere of the Jones system. Rutman tried
to outmaneuver the union, yet, case by case, the most flagrant viola-
tions were curbed.’?

Workers did noﬁ view the union as their only tool for challenge.
In spite of top management's inattention to their problems, which made
é mockery of the personnel policies, they still believed that if they
only notified the right manager, something would be done. Six months
‘after the contract was signed, they sent the petition denouncing Rutman
to top managemént. |

An anecdote Sprague told about working on the night‘shift

reveals the logic of the Rutman system at the new hospital and the

/
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potential of worker challenges, channeled through the grievance pro-

cedure, to crack it.

'When we first went into the new hospital, they had us cleaning
the' escalators while the escalators was running. On one morning . . .
I was dressed ready to leave to come home and I was dressed, in
addition, excellent, because I wasn't coming straight home. On my
way out of the door, after we had hit the time clock, my supervisor
walks up and says, "You all cannot leave until the escalator is
clean.”

i
[

| We all wanted to know what had happened all night long that
nobody had cleaned the escalators. So he says, "I don't know but
Mr. Rutman say the escalators got to be cleaned. ‘ '
Tﬁey got to be clearied before you all leave."

And I says to him, I says; "I cannot clean this [escalator].”

"I don't care. Mr. Rutman says it's got to be cleaned and you

either clean it or you go home, and don't come back."

[ -
f I went and I cleaned the escaiators . . . I cleaned the escala-
tors with a sixty dollar suit on, and heels. . . . When I finished
cleaning the escalators about eight o'clock, in the place of me
going where I had to go, I went downtown to the labor board. T
spent about three hours down to the labor board trying to find who
to talk to about this problem. I just went from room to room and
room to-room and room to room. So 1 finally found out who to talk
to and I talked to ‘'em. They went in and investigated. And they
found that the escalator was being cleaned running. They called
Mr. Rutman and they went in and they talked to him about it.

e « « I never was asked to clean 'em any more. But I was
punished for it. Where everybody else left work at seven o'clock,
I couldn't hit the time clock until 7:30. I would go to the office
after everybody else left. I would yc to the office and everybody
else hit the time clock at seven o'clouck and left and went home. I
had to stay 'til 7:30. I did it for a week; I did it for a week.

After I did it a week, they had a meeting in the office. . . .
Mr. Rutman says, "No more cleaning the escalators. Somebody went
down and reported it to the labor board. But I doesn't care; I'm-
running this.” a ' :

So the supervisor . . . on the midnight shift, says, "Nobody
didn't do it but Mrs. Sprague.™ I didn't say anything: I didn't
say I did it and I didn't say I didn’t do it. I didn’t say any-
thing but he repeated it at least twice. "Nobody did it but Mrs.
Sprague. "
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Mr. Rutman says, "Yes, well, I don't know who did it.
I don't care who did it. But I'm running this."

I hit the time clock about for six days. Seven-thirty, every-
body else was gone. I was sitting around the office where I had to
wait 'til 7:30 and everybody else was gone at seven. ., . . My super-
visor actually came out and said it: "You reported it to the labor
board. You stay here." '

I filed a grievance with Local 1000 and they were made [to] pay
overtime. For every half an hour I stayed, overtime pay. Beautiful.
It was guick. It was knocked off right away. I did it; I could of
had did it earlier than the six days. But let 'em run on and see
“how far they go. . . . ‘

The union office 'had been well-notified that I was doing it. I
asked them to go in and pull my time card. I give 'em the name of
the other people who was working with me, to pull their time cards.
‘fThe union business agent] went in, pulled my time card. He pulled
everybody else's time card who I had gave him names who worked on
the shift with me. My time card was 7:30; everybody else's was
seven. But I got paid overtime; I got paid overtime. I had a nice
iooking check that week.



CHAPTER IX N

THE NONPROFIT HOSPITAL INDUSTRY

Introduction

Can one conclude that the dynaﬁic of labor system development
at Children's Charity Hospital was typical for nonprofit hospitals?
If so, what is the significance of the finding? I answer "yes" to the
first question after.reviewing secondary sources and conventional
economic studies. The major trends in Children's labor system deve-
1opéd about the same time in labor systems at most short-term, ncn-
profit hospitals in the United States, and explanations I hypothesized
for changes at Children's exténd to the corrésﬁonding changes at other
nonprofits. The prima£§ thesis of this paper, briefly stated on page 1
above, holds for the short-term, nonprofit hospital industry.

The finding signifies that certain basic forces shaping the .
labor systems in profi;-makiﬁé firms during‘the twentieth century--
forces that underlay perpepual coercion and conflict in the labor
process--also emerged as basic fo:ces shaping labor systems of short-
term, nonprofit hospi;als. The finding is important because hospital
workers make up a significant and growing part of the private sectcr
workforce; to understand what determines the quaiity of their labor

process is a task of economic concern.

263
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Postwar Trends in Employment and the Labor System
A g
Growth of Employment

Between 1946 and 1978 the number of ﬁorkers in sho;t—term,
private hospitals increased fivefold while the total number in
private, nonagricultural establishments doubled. A; table 12 shows,;
by 1978 employment in_hospitals surpassed employment in mining and in
the primary metal, thevélectrical equipment, and the,motorvvehicles
industries.l

Nonprofit hospitals are thé core of the short-term, private
hospital industry. 1In 1978, as table 13 shows, nonprofits comprised
82 percent of short-term, private hospifals, housed 89 percent of the
beds, and employed 92 percent of the workers. The number of nonprofit
hospitals increased during the postwar‘period while the number pf for--
profit (or 'investor-owned') hospitals deélined, and the nonprofits'
share of beds and employed remained alﬁost constant. The average -
number of beds iﬁ nonp;ofit hbépitals was greéter than in for-profifs,
and nonprofits tended Eo be the innovators in medicélvcare, that is,
in each production period they generally had a highér service

intensity of output.

Changes in Management Functions

Secondary sources describing hospital labor processes during
the 1947 to 1978 period revealed that the significant developments at
Children's occurred throughout the industry. I define the 'nonprofit

hospital labor system' in a given production period as the prevailing
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TABLE 13

NONPROFIT HOSPITALS IN THE
PRIVATE, SHORT-TERM HOSPITAL INDUSTRY

: Percent Percent Percent of
Year - of Hospitals of Beds Employment
1946 _71 89 9
1350 70 - 89 92
1960 79 | | 92 ‘ 94
1870 82 : 92 93
1978 82 89 | 92

SCURCE: American Hospital Association, Hospital
Statistics: 1979 Edition, (Chicago: AHA, 1979).
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structures and practices for difecting, inspecting, evaluating, reward-
ing, punishing, and training. Of courée, in any production period
hospitais displayed a diversity of labor system features, and years
passed between the time the first hospital incorporated a new feature
and the‘time the majority adopted it. Every hospitél exhibited a
unique timing and pattern of development, but in any production period
the de%ree of formalization, specialization, and stratification of
skill%!and authority in Fhe labor process generally correlated with
the némber of beds, an urban location, the presence of a union, and
affiliation with a medical school.? » _ -

Trends in the industry labor system can be inferred from three
_kinds q% secondary sources: studies that investigated a sample of
hospitéls, histories of specific changes at one hospital, and articles
that p#escribed desirabie-characteristics f0r a department or hospital-
wi&ef Case histories and prescriptive pleces appeared frequently in
industry‘journals.3

Articles and books published.in the late 1940s and early 19505
documented that most hospital managements performed in an infbrmal,
idiosync€atic manner. The administrator, director, or superintendent
was expected to know basic technical details of’the’labor‘process in
all deyartments. In 1954 only 20 percént.of héspitals emploYed an
;ssistant administratdr, although a differently—titled employee helped:
with administrétive'duties.  ﬁuring these years hospital managements
perceived that increases;in the number and variety of intermediate

outputs were straining old structures and practices and more recent,

make-shift adaptations.4
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The directing function. In the 1950s, journal articles reported the

advantages of formalization and instructed managements about standard-
izing a@d codifying procedures, lines of authority, and job descrip-
tions. vaidently formal directives were a new idea to most hospital
managements. Articles about hotel services departments usually
encouraged managements to install simple machines as well. Studies of
_averag% departmental staffs in different types and sizes of hospitals
began éo appeat.5 |

| Tasks of supe;visors did not receive much attention until the
1960s when a number of articles explained simple budgeting.
Training, rather than formal directives, was usually offered as the
golutiq; to the widely-felt ”problém“ of supervision. Greater concern
with supervision is consistent with the hyp§thesis that ‘during the
1660s ﬁanagements strat}fied authority, causing organizational uncoup-
ling. Articles about planning production in the 1960s described more -
complicéted and theoretically-precise iﬁdustrial engineefing tech-
niques. Articles_emphasized type B constant-intensity innovations and
greater mechanization. Although in previocus decades wide gaps in
status and pay marked hospital workforces, in the 1960s managements
began to methodically stratify and specializé jobs.6

ﬁrite:s in the iQ?Os presented extremely complicated indus-

trial engineering techniques for replanning directives. They seemed
to assume that formal directives were widely used. However, several
writers expressed doubt that labor processes in hospitals could be as

thoroughly routinized as in manufacturing. Many articles discussed

contracting out the management of deparciments to profit-making firms.
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During the entire postwar period, observers marveled at the increasing
number and variety of intermediate outputs and the increasing variety
of suppiies and equipment available as inputs. These changes,'along
with the tapid rise in the average number of workers per bed and exten-
sive stratification and specialization by job skill, transformed the

division of labor in hospitals.’

——

The inépecting and evaluating function. Guidelines for projecting

depart&ent budgets appeared in the early 1960s but not until the late
1960s and the 1970s did writers stress using budgets to evaluate depart-
ment heads-in-order’to contain costs. This implies ﬁhat managements
often did not enforce budget projections after they established budget-
ing progedures.s
‘Articles that dascribed techniques for selecting divisions of
labor aﬁd standard p:ccedures often advised managements to set stan-
dards aﬁd collect statistics on inputs and cutputs in order to measure
- conformance with written directives. ‘Early articles were optimistic
about the cost reductions that inspecting could bring but severél
~articles in the 1970s noted difficulties in measuring output quality
andquantity.9
In the 1960s, articles and case studies suggested that manage-
ments form personnel departments and plan standard recruiting and
screening procedures. Some writers warned. that cohflicts of interest
might surface between a personnel department and the department heads.
The notion of,"objective‘_written evaluations and did not gain popu-

larity until the late 1960s and the 1570s.%¢
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The rewarding and punishing function. Discussion of rewards in the

late 1950s and the 1960s centered on methods for determining "fair™
rélative wages. Most methods involved writing job descriptions.' As
in the case of formal directives, it seems relatively few hospitals
actually set wages methodically until the late 1960s. The practice
became widespreaé in the 1970s.1l

A few articles in the 1960s advocated formal personnel policies
and grievance procedures but even at the end of the decade it was
common to find hospitals with neither. Writers discussed desirable
rewarding policies, such as promoting from within and other positive
incentives. However, they rarely made specific recommendations about
punishing procedures. In the 1960s and 1970s Qorkers complained that
many supervisors fewarded and punished unfaifly and inconsistently,

. L)
whether policies were written or not.12

The training function. Articles about individual departments in the
19505, 1960s, and 1970s mentioned on—ﬁhe—job training for frontline
workers. By the late 1960s on-the-job training was common for most f
jobs and the subject received relatively little coverage in the indus-
try.journals,13 i

In tbe 1960s, as the complexity of most hcospital departments
increased, writers voiced a fear that schqols were not training enough
pecple for new Tparamedical” jobs, that ié, skilled jébs in primary
services and medical support services departments. One writer Sug—

gested that hospitals and colleges work together to develop appropriate

curricula. & few writers in the late 1960s and the 1970s advised
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hospital managements to create more job ladders and on-the-job train-
ing programs for skilled positions; the extent to which managements

heeded the advice is unknown. 14

A flurry of articles in the late 1950s and early 1960s dis-
cussed the need to train department heads in supervisory skills and
criticized the absence of such training at most hospitals. Later
articles included lower-level éupervisors in the group that needed
training and described seminars, workshops, and other programé that
hospitals used to teach supervisor skills. A number of colleges estab-
lished graduate programs in hospital admihistration during the period;

twenty-four programs existed in 1966.15

Management Objectives and Constraints

My review of economic studies of nonprofit hospitals (see’
chapter 2 abové) showed that some conventional economists made assump-
tions similar to mine about the location of decisionfmaking power in
nonprofit hospitals, the‘markét constraints that décision makers faced,
’and the objectives that decision makers pursued. Such agreement
impiies Children's waﬁ representative in these respects. Specifically,
it can be assumed tha£ in a typical nonprofit hospital the board of
" directors {sometimes called the board of trustees) and its hired
ﬁanagers exercised authority over the accumulation process and that
market competition, in the form it took among nonprofit hospifals,
compelled management to pursue medical accumulation and to minimize
costs of intermediate oufputs in every production period. The second-

ary sources mentioned in the preceeding section of this chapter
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supported these assumptions. A perusal of the annual guide and statis-

tical issues of Hospitals, the Journal of the American Hospital

Association, verifies that substantial medical accumulation occurred
throughout the industry between 1947 and 1978.16

vThe secondary sources showed that the typical’top management
(a) vieyed responding to market conditions as a necessity and (b) saw
four p#gsibilities for cost cutting, possibilities I assumed were
availa#le to Children's top management: installing constant-intensity
innovéfions, substituting relatively cheaper inputs, increasing labor

speed, and increasing labor accuracy,17

. The secondary sources also revealed that the typical top manage-

!
1

ment at{times modified its labor system to contain frontline challenges.18
. Conclusion

Changes in the nonprofit hospital labor system between 1947
and 1978 are explained by the same factors as the correséonding
changes in Childrén's labor system. The n?olution of the labor system
depended not only on harket constraints and technical properties of
- labor and non-labor inputs, but also on top ménagements' desire to
increase and maintain labor speed and accuracy and to contain front-
line challenges, many of which arose in response to particular features
'df the labor 5ystem. The conclusion:is supported by the rationales
that secondarf éources offered for various changes.

Standardization of directives and mechanization to an extent

represented type A constant-intensity inncvations. Stratification and
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extreme specializétion of skills, which soﬁetimes accompanied mechani-
zation and sometimes occurred independently,‘reduced the average wage
by subs@ituting low-paid for high-paid workers--a type B constant-
intensify innovatién.

‘Stratification of authority, training for supervisors, formaliza-
tion of?procedures, budgeting, and collection of production statistics

were p#imarily intended to increase labor speed and accuracy, and

meChanﬁzatiOn was often partly aimed to this end.
| . .

Improvements in wages and benefits and establishment and enforce-
ment of standard evaiuating, rewarding, and punishing; and grievance
procedures primarily occurred to counter actual or potential union
'challen;ges. | | |

1Furthermore, the evolution of the nonprofit’hospital labor
systemiexhibited the same dynamic that Edwards and Bra?erman demon-
strated for the labor system of the modern, core corporation. The
typical hospital management made scme changes in the labbr system
solely to increase control over labor in the sense of dictating worker
activities more precisely, incréasing labor speed, increasing labor
accuracy, or eliciting deportmentkthat supported high speed and accu-
racy. Management made some changes solely to control workers in the
sense of containing frontline challenges. And mahagement evaluated
Ehe effect of all changes, including adaptations to market conditions
and installatidns of new machines, on its control of labor.

‘The dynamic of labor system development in the nonprofit hospi-

tal ressembled that in the for-profit firm, despite the absense of a

profit motive, because (a) the institution's decision makers
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constituted a small subset of all those engaged in the labor process

KN
~

and (b) the decision makers faced market constraints and held personal.
goals tﬁat induced‘them to pursue medical accumulation and so continu-
ally seek to expand the ihstitution's capital. This suggesis a
broader generalization: in any nonprofit institution in the United

States for which the above two conditions hold, similar forces will
shape the institution’'s labor system. And, one might expect, similar-

| ,
outcomes will result: the labor process will take little account of
I

personal economic goals of the majority of people involved and, indeed,

unless they proteSt, will often thwart their goals.
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NOTES

Chapter 1

lsee below page 4 for a definition of 'organization of produc-
tion' and page 74 for a precise definition of 'labor system.' Table 4
on page 67 lists the departments in each of the four categories.
’ 27he terms 'labor power' and 'labor' are used in the usual
Marxian sense, that is, 'labor power' is the human capacity to do work
(which people sell when they hire out to an employer) and 'labor' is
the actual doing of work. See Karl Marx, Capital, ed. Frederick
Engels, trans. Samuel Moore and Edward Aveling, trans. from 3d German
ed., 3 vols. {(New York: International Publishers, 1967), 1:167, 177.

3gee below'page 72 for definitions of top management, depart-
ment heads, and frontline workers.

4"Original Certificate of Incorporation," in the "Charter and.
By-Laws; Children's Charity Hospital of Hudson," January 1949. Unless
otherwise indicated, unpublished sources are from the archives of
Children's Charity Hospital, Hudson.

57he hospital by-laws in 1949 stated, for example,

Article 14. The Board of Directors shall have the charge, control,
management, and custody of the property, funds and affairs of the
Corporation, and provide suitable buildings and appliances for the
Hospital, buy property, and direct all other investments.

. e 3 . - . o e . . . o . . *« e . . . e . » . . . . . . . .

Article 31. . . .[Aln Executive Committee . . . shall have the
immediate supervision and control of the affairs of the Hospital,
subject to the direction of the Board. The Executive Committee
shall examine ‘and approve all Hospital bills, after they have been
certified by the Director, or in his absence the assistant
BiZECEOL. v ¢ v v 4 v o o e e e e e e e e e e e e e e e e

Article 38. The Director shall have the general, immediate care of
the Hospital, subject to the wishes of the Board of Directors or
its Executive Committee, and in medical matters, of the Medical
Staff; shall have the control of the nurses, employees and patients;

shall provide the food and stores needed; keep records of the pat1ents,

expenses,. stores, linen, etc.; shall engage, contract with and
discharge t:he necesary employees and servants--all subject to the
approval cf the Board of Directors or its Executive Committee;



276

shall in general be responsible for the neatness, order and general
efficiency and economy of the Hospital and shall render a monthly
report to the Executive Committee; shall hold office during the
pleasure of the Board.

"Charter and By—Laws; Children's Charity Hospital of Hudson," January
1949,

6Annual Report of Children's Charity Hospital, 1964, 1980.
Figures for other years are not available but hospital records and
other documents substantiate this. Throughout the period, a larger
portion of children who were treated as outpatients than who were
admitted lived in the city. » .

Tchildren's Charity Hospital admitted children up to thirteen
years of age until 1957 when the limit rose to 19 years. I assume that
trends in the population growth of these age groups resembled the
trends in the total population.

8phis relationship resulted from the social and economic devel-
. opment of Hudson, which won't be discussed here but which (as in other
U.8. cities) exhibited racial divisions that fortified divisions among
-and within income strata, and vice versa.

97he study also:noted that between 1957 and 1963, more new
physicians set up practices in the suburbs than in the central city.
Cecil G. Sheps, M.D., M.P.H., and Associates and MacNicol, Jchnson &
Co., "Study of Medical Care, Education, Research and Fiscal Management
at Children's Charity Hospital of Hudson," 1965, (Xerox).

- 101piq.

11t assume that the number of beds adequately shows trends in
market size and market shares. The number of pediatric beds in Hudson
area hospitals imperfectly shows market shares because rates of occu-
pancy of pediatric beds (that is, the proportion of the beds that, on
average during a year, had patients in them) varied among the hospitals.
Generally, the number of pediatric beds in a hospital changed as the
occupancy rate for its pediatric beds changed, but with a several-year
lag. Comparing total pediatric patient days per year in different
hospitals would give a closer picture of relative market shares in that
year but, because the medical need for hospitalization varied erratic-~
ally from year to year, annual figures for the area total pediatric
patient days for years at intervals apart might give an inaccurate
picture of the trend in market size.

12¢he American Hospital Association defined adjusted patient
days as

e o N agg:egate figure reflecting the number of days of inpatient
care plus an estimate of the volume of outpatient services,
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expressed in units equivalent to an inpatient day in level of
effort. Derived by multiplying the number of outpatlent visits by
the ratio of outpatient revenue per outpatient visit to 1npat1enf
revenue per inpatient day, producing the number of equivalent
patient days attributable to outpatient services. The number of
inpatient days plus the number of equivalent patient days equals
the number of adjusted patient days.

See Hospitals, the Journal of the American Hospital .Association 45
(August 1, 1971, pt. 2): 446 (Hereafter cited as Hospitals, JAHA).

The available data did not show the inpatient and outpatient
components of Children's Charity Hospital's revenues. This paper
estimates adjusted days at Children's using the assumption that one
inpatient day is equivalent to five outpatient visits. This approx-
imates the average equivdlency ratio for all nonfederal short-term
general hospitals in the United States during the second half of the
period, as shown in appendix B.
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Chapter 2
™~

lgaren P. Davis, "A Theory of Economic Behavior in Non-Profit,
Private Hospitals," (Ph.D. dissertation,. Rice University, 1969), p. 160,
in reference to Paul J. Feldstein, An Empirical Investigation of the
Marginal Cost of Hospital Services (Chicago: University of Chicago,
1961). S. J. Axlerod assessed the conference in The Economics of Health
and Medical Care, The University of Michigan, (Ann Arbor, Michigan: The
University of Michigan, 1964), p. v. The conference was jointly spon-
sored by the Bureau of Public Health Economics in the School of Public
Health and the Department of Economics at the University of Michigan.

2Martin J. Feldstein noted in 1971 that "most discussions of
hospital cost inflation have focused on how inflation has occurred
(e.g., more staff, higher wages, more equipment, etc.) rather than why
it has," in "Hospital Cost Inflation: A Study of Nonprofit Price
Dynamics, " American Economic Review 61 (December 1971):853.

_ 3piscussions of the multiproduct nature of hospital output
appear in Martin J. Feldstein, Economic Analysis for Health Service
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"Some Problems." :
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"Nonprofit Institutions,” pp. 64-67; Bays, "Prospective Payment," p. 78;
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30pavis, "Economic Theories, " pp. 5-12.
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Efficiency of Hospitals: The Production of Nursing Services," Journal
of Human Resources 9 (Winter 1974):21-32.

32pavis, "Economic Theories," pp. 3, 6.

33The firm is the entity in the conventional microeconomic
model that turns inputs of ‘labor, raw materials, and intermediate
products into outputs of consumption goods and services and other
intermediate products. The model assumes that for every bundle of
inputs (xj1, Xj2,.--Xip) that can produce some ocutput Q, there exists a
technically-determined maximum amount, Q*, that can be produced by a
particular organization of production (that is, a process of physical
and chemical manipulations of the xj4s.

An input bundle with a maximum output Q* is defined to be 'tech-
nically efficient' if no other input bundle (a) can produce Q* ané ({b)
contains no mere of any input and less of at least one input. The
model assumes that technical efficiency depends solely on the develop-
ment of human scientific and technological knowledge; the firm's
production choices stand independent of social and legal structures.
The corresponding organizations of prcduction can be thought of as a
set of blueprints, one for every technically-efficient input bundle.
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In order to mathematically analyze a firm's input and output
possibilities, microeconomists almost always assume that technically-
efficient input bundles are neatly related to output. They postulate a
production function, usually a continuous single-valued function with
continuous first- and second-order partial derivatives, to depict the
maximum output the firm can obtain from inputs.

Because the production function is continuous and differentiable,
output increases in a regular fashion as small amounts of any one input .
are added to the original. bundle and as the physical and chemical
manipulations are correspondingly reorganized; the output gained by
adding gj of input j is called the 'marginal physical product' qf ij.

{The firm's goal is to maximize profits. 1In the simplest case
it is assumed to sell output and purchase inputs in perfectly compe-
titivejmarkets. The firm's "problem" of organizing production does
indeed have a precise "solution" under these circumstances: it will
use the input bundle such that for each input, the marginal physical
product of the last unit of the input times the output price of exactly
equals the input price. The mathematical properties of the production
function guarantee that an input bundle exists for which the equalities
hold; tPe firm employes the corresponding organization of production.

fThe firm will change the organizaticn of production only in
response to a change in an input price, demand, or the production func-
tion. Sample production functions and consitraints are specified and the
mathematics worked out in, for example, James M. Henderson and Richard
E. Quandt, Microeconomic Theory: A Mathematical Approach (New York:
McGraw-Hill Book Co., 1971), pp. 52-69; and E. Malinvaud, Lectures on
Microeconomic Theory, trans. Mrs. A. Silvey (Amsterdam: North Holland
Publishing Co., 1972), pp. 43-59. :

341ave and Lave, "Hospital Cost Functioné"; Evans, " 'Behavioral'
Cost Functions."

35Feldstein, Health Service Efficiency, ch. 4; Feldstein,
"Hospital Cost Inflation," pp. 853-72.

36pays, "Prospective Payment," pp. 76-86.

37Davis, "Economic Theories," pp. 1=13.

38pauly and Redisch, "Physicians’ Coopérative," pp. 87-99.

'39Davis; "A Theory of Economic Behavior," ch. 4. Baron in "A
Study of Inflation" and Carson W. Bays in "Specification Error in the

Estimation of Hospital Cost Functions," Review of Economics and Statistics
62 (May 1980):302-5, used the same approach.

40carson w. Bays, "Relative Cost and Efficiency among Short
Term General Hospitals," (Ph.D. dissertation, University of Michigan,
1975), ch. 2. ’



4loliver E. Williamson, Markets and Hierachies: Analysis and
Antitrust Implications (New York: The Free Press, A Division of Mac-
millan Publishing Co., 1975).

42W1111amson cited several lines of economic thought built on
this perception. 1Ibid., pp. 1, 2, 8.

43The discussion of Williamson's argument is based on Markets
and Hierarchies, ch. 4.

44Ibid., pp. xi, xii and ch. 4. His examples of features that
increased labor intensity encompassed a relatively small number of
evaluating, rewarding, punishing, and training activites.
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Chapter 3
~
1Examples of non-critical writings are Leland Jenks, “Early
Phases of the Management Movement," Administrative Science Quarterly 5
(December 1960):421-47; Joseph A. Litterer, "Systematic Management:
The Search for Order and Integration," Business History Review 35
(Winter 1961):461-76; Joseph A. Litterer, "Systematic Management:
Design for Organizational Recoupling in American Manufacturing Firms,"
Business History Review 37 (Winter 1963):369-91; Daniel Nelson, i
"Scientific Management, Systematic Management, and Labor, 1880-1915,"
Business History Review 48 (Winter 1974) :479-500.

2@here they can be intuitively understood, I use the terms and
concepts of my labor systems model in this chapter. I define the
terms in chapters 4 and 5. Harry Braverman, Labor and Monopoly Capital:
The Degredation of Work in the Twentieth Century {(New York: Monthly
- Review Press, 1974); Richard Edwards, Contested Terrain: The Transfocrma-
tion of the Workplace in the Twentieth Century (New York: Basic Books,
1979). Other political economy writings include Stephen A. Marglin,
"What Do Bosses Do? The Origins and Functions of Hierarchy in Capitalist
Production,” The Review of Radical Political Economics 6 (Summer
1974) :60-112; Katherine Stone, "The Origins of Job Structures in the
Steel Industry," The Review of Radical Political Economics 6 (Summer
1974) :113-73; Francesca Maltese, "Notes for a Study of the Automobile
Industry,™ in Labor Market Segmentation, ed. Richard C. Edwards,
Michael Reich, and David Gordon (Léxington, Mass.: D. C. Heath, 1975);
Rosalyn Baxandall et al., "Technology, the Labor Process, and the
Working Class,”" Monthly Review 28 (July-August 1976); Joan Greenbaum,
"In the Name of Efficiency: A Study of Change in Data Processing Work,"
(Ph.D. dissertation, Antioch University, 1977).

3Braverman's and Edwards's books did much more than this, hut
my review is limited to their theories of labor systems. Braverman
described monopoly capitalism as follows: "Monopoly capital had its
beginnings, it is generally agreed, in the last two or three decades
of the nineteenth century. It was then that the concentration and
centralization of capital, in the form of the early trusts, cartels,
and other forms of combination, began to asset itself; . . . Monopcly
capitalism thus embrances the increase of monopolistic organizations
within each capitalist country, the internationalization of capital,
the international division of labor, imperialism, the world market and
the world movement of capital, and changes in the structure of state
power." Braverman, Labor and Monopoly Capital, p. 252.

41pid.
51bid., p. 252.

61bid., pp. 59-64.

71bid., pp. 59-64.
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81bid., p. 66, 79, 90.
91bid., pp. 257-69, 312.

1 10graverman tended to lump together the history of management
 theory and the history of management practices, as if capitalists
implemented Taylor's system simultaneous with publication of his
works. Ibid., pp. 85-121.

1lnig.
/ 121pid4., pp. 86, 267, 293-356.
131pid., pp. 86-87, 139-45.

l4praverman said, "The concept of control adopted by modern
management requires that every activity in production have its several
parallel activities in the management center: each must be devised,
precalculated, tested, laid out, assigned and ordered, checked and
inspected, and recorded throughout its duration and upon completion.
Ibid., pp. 125, 306; Litterer, "Organizational Recoupling," pp. 376-
. 383; Nelson, "Scientific Management,” pp. 480-81.
j 15ritterer, "Order and Integration,® pp. 469-74; Litterer,

"Organizational Recoupling," pp. 372-73, 385-87; Nelson, "Scientific
Management, " pp. 480-81.

16praverman attributed the classification scheme to a professor
at the Harvard Business School, James R. Bright. Braverman, Labor and
Monopoly Capital, pp. 155-67, 213-23. : '

17graverman did not define mechanical control by a particular
number on Bright's scale or by any other measure. However it is
‘apparent that mechanical contrcl presupposed at least a moderate level
of mechanization. Ibid., pp. 155-67, 19l. ‘

181pid., pp. 185-223, 324-38.

191pia.

201pid., pp. 109, 201-6, 326-47.

21Stone, "Job Structures in the Steel Induétry.“

221pig.

23gee below pp. 84-85. Edwards, Contested Terrain, pp. 11-22,
112-29.

241pid., pp. 11-22, 48-67, 126-29, 142-52.
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25Not all firms in monopoly capitalism used structural control;
simple control often persisted in firms outside the ollgopollstlc core
of the economy. Ibid., pp. 18-21, 34-35.

261pid., pp. 23-27.

271pid., pp. 25-26, 31.

281p3ig., pp. 27-30.

291pid., pp. 30-34.

301pid., pp. 39-65, 91-110.

3luitterer and Nelson did not discuss possible changes in
labor intensity. Litterer, "Order and Integration,” pp. 469-74;
Litterer, "Organizational Recoupling," pp. 372-73, 385-87; Nelson,

"*Scientific Management," pp.-: 480—81 Edwards, Contested Terrain, pp.
53-5 S .

32pdwards, Contested Terrain, pp. 112-21.

331pid., pp. 116-19.

341pjda., pp. 117-20.

351bis., pp. 127-29.

361hid., pp. 131-39, 149.

371rid., pp. 139, 142-52.

381bid., pp. 131-32, 137, 145, 147-52.

3%1ria., p. 12, 90, 127.

- 401pig., p. 131.

4l5ﬁzatificat&on and specialization in the division of labor, -
and instailation of production and inventory control systems and cost
accounting surely should be included as elements of the formalization
of the directing function. Edwards found that very few firms. adopted

" the entire Taylorian system so he dated the beginnings of structural
control muchk later than Braverman dated systematic control. “
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Chapter 4 _

~N

lrable 4 also lists an intermediate output that might be used
for each department to measure service intensity. This model abstracts
from the fact that use of a few intermediate outputs declined, for
example, "therapeutic" x-rays, one method of treating ringworm in the
early years of the period. To adapt this model for statistical anal-
ysis it would be necessary to devise a means to allow ordinal measure-
ment of service intensity. Such precision is unnecessary for my pur-.
poses. See note 12 chapter 1 for the definition of adjusted patient
day.

2The medical staff also preferred a larger to a smaller amount
of research and teaching. For evidence see, in addition to chapter 2,
Charles A. Saunders, "Technology and the Hospital” in U.S. Department
of Health, Education, and Welfare, Public Health Service, Medical Tech-
nology: The Culprit behind Health Care Costs?, Proceedings of the 1577
Sun Valley Forum on National Health, ed. by Stuart.H. Altman and Robert
Blendon (Washington, D.C.: U.S. Government Printing Office, 1975), pp.
57-76; and Harvey V. Finebery, "Clinical Chemistries: The High Cost of
Low-Cost Diagnostic Tests," in the same book, pp. 144-65.

3A number of medical departments and other facilities affilia-
ted with the hospital functioned independently of the managers ‘at Chil-
dren's. A unit of output from these facilities in time period t can be
designated It = (Y1ts Y2¢ts - - -r Ynt) Where n equals the number of
independent facilities and Yitr for j =1, . ..., n, is defined simi-
larly to Xjt. The maximum service intensity of output from the indepen-
dent departments and facilities is assumed to 1ncrease as their number
-and complexity increase.

4No heavy manufacturing took place in Hudson; it was a city of
service industries and its few unions were weak. Conflict played a
secondary role in setting area wage rates during most of the period.
See "Hudson Area Workers: A Beginning Analysis and Research Guide,"
Source Collective (Eve Geissinger, Bob Lederer, Ken Packman), (Hudson:
Alliance for Labor & Community Action, May 1977). ’ '

5The board abolished the top management position of superin-
tendent in 1947 when it created that of director.

6The assumptions drastically simplify several phenomena.
Standards for acceptable and ideal pay, proaress, working conditions,
and work relationships varied from person to person. More important,
standards varied systematically across racial, sexual, and income cate-
gories because socialization differed across categories. In additien,
standards were not fixed. Experiences in production and actions by co- |,
workers and "superiors" could modify an individual‘'s standards.
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 The paper abstracts from these difficulties because of the
limits of the study and my academic background, and formulates personal
economic goals as imprecise, relative, and changeable standards.
Herbert Gintis summarized several academic investigations that bear on
the issues in "The Nature of the Labor Exchange and the Theory of
Capitalist Production,”™ March 1975 (Xeroxed), pp. 41-47.

7the racial, sexual, and educational makeup of the three groups
differed. Objectives in production probably differed across the groups
‘even before relative authority entered the picture. Again, I make a
rather unsatisfactory assumption: that differences in production objec-
tives arose solely from unequal authority. See Gintis, "Labor Exchange,"”
PP- 41—7‘47. :

/SSee Karl Marx,7CaQital, chapter 24.
i
91n fact, input prices rose throughout the periocd and top
management tried to keep unit costs from rising proportionately. Stated
precisely, top management's objective was to reduce unit costs deflated
for input price increases, or to contain the increase in unit costs,
but I will usually speak of this simply as reducing unit costs.

flOIn reality, pricing at Children's occurred in a rather "shot
in the dark" fashion. Top management did not know the unit costs of
intermediate outputs with any accuracy until near the end of the
period; outsiders were not privy to cost information until Medicaid
reports became mandatory. Also, if Childran's followed common practice,
the markup over costs probabily differed across departments. (See
Davis, "Theories of Behavior," p. 2, and Kaitz, Pricing Policy, pp. 38,
39). However, the evidence shows (a) top management was concerned that
large price increases would cause adverse publicity; (b) top management
watched prices at other area hospitals: and (c) in the 1950s top
management considered 80 percent occupancy the breakeven point. My
assumptions capture the basic elements of pricing decisions.

1lmMichael J. Piore interviewed over 150 engineers and personnel
and industrial relations specialists in manufacturing firms. He noted
in "The Impact of the Labor Market upon the Design and Selection of
Productive Techniques within the Manufacturing Plant," Quarterly Journal
of Economics 82 (November 1968) :602-604, that he found it impossible in
practice to distinguish between an innovaticn that applied a new inven-
tion and one that simply introduced a pre-existing technique to a
particular plant. This paper similarly uses the term 'innovation' to
refer to all changes in production arrangement at the hospital.

121 Labor and Monopoly Capital, Braverman suggested that manage-
ments relied heavily on type B constant-intensity innovations. Cost
reduction occurred if the wages for the new low-skilled positions were
less, by a definite amount, than wages for the eliminated positions;
the amcunt depended on the number cf low-skilled positions necessary to
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replace each high-skilled position and costs of necessary new supplies
and equipment.

13ngtatement of Income and Expenses, Month of December 1958."

4rhis discussion sidesteps the complex phenomenon of legiti-
macy: how it is established and how it is shaken. Gintis also dis-
cussed issues of legitimacy and summarized the findings of a number of
researchers in "Labor Exchange," pp. 25-47.

15tnis discussion inadequately captures the situation in primary
services departments where the department head derived income and status
primarily as a physician rather than as a manager. These department
heads enjoved some independence from top management since they, as
individuals, influenced demand.. However, they also benefitted from
medical accumulation. : ’

16qhe production objectives (as well as the personal economic
goals) I attribute to the three groups at Children's are, of course,
simplifications. I believe the postulated objectives capture the main
motives behind the decisions and behavior of people in the groups. One
test of the simplifications is whether they illuminate why top manage-
ment actions so frequently provoked frontline workers (and sometimes
depariment heads) to "get by," look for other jobs, or react angrily.

171¢ ie apparent that the concept of a labor system is very
close to the 'system of control' developed by Richard Edwards in
Contested Terrain. : '

18yhast I call the broad connotation of social relations of
production is implied in the following well-known passage from Marx:

In the social production of their existence, men inevitably
enter into definite relations, which are independent of their will,
namely relations of production appropriate to a given stage in the
development of their material forces of production. . . .At a cer-
tain stage of development, the material productive forces of
society come into conflict with the existing relations of produc-
tion or--this merely expresses the same thing in legal terms--with
the property relations within the framework of which they have
operated hitherto.

2 Contribution to the Critique of Political Economy (New York: Inter-
-national PFublishers, 1970), pp. 20-21. ' ‘

197hie is consistent with Marx's use of the same term and his
alternative designations: productive forces, material forces of pro-
duction, and instruments of production. See ibid., pp. 20, 21, 190,
201, 21i5.. ‘
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201001 nursing is designated a primary service department.
While much of my analysis applies to the nursing department, a complete
study of the department would examine its autonomy and its authority
with regard to other departments. Nursing has a longer history than
other non-physician hospital professions, nurses constituted the
largest single occupation at the hospital; and during much of the
period the head of nursing exercised authority somewhat independent of
top management. For an analysis of the development of the nursing
profession, see Kathleen Cannings and William Lazonik, "The Development
of the Nursing Labor Force in the U.S.: A Basic Ana1y51s," Internation-
al Journal of Health Services 5 (Spring 1975):185-216. |

21lrerms are precisely defined in chapter 5.
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Chapter 5

lcarol s. Brown pointed out that the turfs staked out by new
organizations of health care "professionals" in addition to guidelines
set by outside groups somewhat constrained the choice of a division of
labor, but she suggests that hospitals often staffed below guidelines.
Carol A. Brown "The Division of Laborers: Allied Health Professions,”
International Journal of Health Services 3 (1973) :440.

21n a few cases the job ladders to higher skill levels also
stepped to higher authority levels, but the authority structure evolved
relatively independent of production skill considerations.

31standardizing' a task--whether it involves direct production
by frontline workers or directing, inspecting, evaluating, rewarding,
‘and punishing by department heads--means declaring one particular way
of performing it to be the only acceptable way. 'Codifying' procedures
means systematically recording the standard ways of doing them in an
official policy.

47he union's name has also been changed.

Sprices fell for some potential inputs that were available in
1947 and for some that were first marketed after that year. It is
likely that relative prices of some dropped sufficiently that their use
can be partly explained as price-induced input substitutions. Changes
made to substitute low for high-priced inputs often were confounded
with the continual introduction of new inputs in conjunction with high-
er service intensity and with changes that brought constant-intensity
innovation.

The lack of input price data makes it difficult to identify
changes in the labor system that are primarily explained as price-
induced input substitutions.

6rhe n0551b111t1es cannot be ruled out that top management also
(a) accepted that curtalllng expenditures would to some extent reduce
output quality and quantity, or (b) believed that waste would be reduced.

v TRacism undoubtably influenced the form of the divisions of
“labor and authority that top management chose as well as the allocation
of blacks and whites into the structures; although I have no evidence.
of the specific ways this happened.

8rhe Jirect relationship between an administrator's vigilance
in policing rules and the conformance of frontline workers' and depart-
ment heads' behavior to them was also noted by John G. Kausch with
respect. to position control systems in "A Survey of the Operational
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Practices of Hospital Administrations that Appear to be Associated with
Low Costs," unpublished report submitted to the George Washington Uni-
versity in partial fulfillment of the course Health Care Administration
295 (September 1973). h

9Writing personnel policies without taking steps to enforce
them could alternatively be explained as a cosmetic action, a precaution
against worker challenges.
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Chapter 6
—~
1pR Feb 1947; EC May 1947; AnRpt FVP 1947; AnRpt Dir 1943, 1949; -
AnRpt ChMS 1947; History of Children's Charity Hospital of Hudson,
[19639], (Mimeographed). See page 336 for abbreviations in footnotes.

27herefore the marginal cost of a hospital day on an unfilled
ward was very low. EC May 1947; Edith Punch, Memorandum from the
administrative secretary to the director, July 10, 1949.

3pR Jun 1947, Jun 1948; Elliott Tift, Jr., M.D. Memorandum to
the board concerning reorganization, [October] 1947.

4Gifts that carried no restrictions on their use were accounted
separately from gifts designated for buildings or equipment purchase.
DR May 1947, Jun 1947.

StThis pattern of reporting to the board by a hired top manager
occurred after each succession in top management personnel. BOD Apr
1947.

6Among the 1940 standing committee were the finance, ways and
means, building and grounds, and nurses' committees. "Handbook of the
Children's Charity Hospital of Hudson," [1940]; Richard MacKensie,
"Report of Study of the Children's Charity Hospital of Hudson," 1940
(hereafter cited as MacKensie report); EC Mar 1940; AR Dec 1961.

7EC Aug 1948, Oct 1948, Nov 1948; AnRpt FVP 1948.
8Records do not indicate whether the board or the director took
the initiative in 1949 to redraw lines of authority. DR Mar 1947; EC

Feb 1948, Jun 1948, Sep 1949; BOD Jun 1948; DH Jan 1949; AnRpt Adm
1949. ' :

9The following equations illustrate, in accounting terms, the
elements of annual net income: ’

NET INCOME

OPERATING GAIN OR LOSS + GIFTS + INVESTMENT INCOME

[OPERATING INCOME - EXPENSES] + GIFTS + INVESTMENT INCOME

OPERATING INCOME = [ AVERAGE DAILY i
‘ " IneaTIENT cmargE * COUTPATIENT VISITS]

+ [AVERAGE OUTPATIENT yx QUTPATIENT VISITS]
CHARGE -
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loWage increases (discussed below) also prompted output price
increases. In the 1950s top management's definition of free or charity
care included hospital days rendered to (1) children whose parents
could not afford the bills, (2) children whose parents did not pay the
bills, and (3) children covered by area health departments because the
government did not reimburse the full cost of hospital days cor out-
patient visits. EC Jan 1951; BOD Aug 1954; Jerome Burroughs, Memo-
randum from the president to the board concerning appointment of a
special committee, [1954]; EC-BOD Apr 1956, Aug 1958; AnRpt Pres 1957;
Board of directors, Resolution concerning payments for indigents, May !
28, 1958; "Children's Charity Hospital Cites Rising Deficits," Hudson
Post, December 2, 1958; Board of lady visitors, Minutes of a meetlng,
October 18959.

1lr¢ fund-raising is conceived as a quasi-production process,
the board aimed to maximize (for a constant outlay) the total of un-
restricted plus restricted gifts. DH Dec 1953; AnRpt Pres 1957;
"Hospital Opens Drive to Finish Research Unit," Hudson Post, November
16, 1958; Ways and means committee of the board, Minutes of a meeting,
January 16, 1958; R. B. Poppert, Memorandum from the president to the
executive committee concerning finances, April 29, 1959; EC May 1959;
Board of lady visitors, Minutes of a meeting, October 1959.

12EC Dec 1952; BOD Oct 1952, May 1954, May 1955, Jul 1955;
Burroughs, Memorandum concerning special committee, [1954]; AR Jul
1954, Jul 1955; AnRpt Adh 1954; AnRpt Pres 1954 1955; DH Nov 1957,
AnRpt PhysCh 1957

13phe average annual occupancy rate, which equals (total in-
patient days) divided by (maximum possible inpatient days) in a year;
directly affects annual operating income (other factors held constant):”

OPERATING INCOME = [IN§Z§§2§£ ggzggE x BEDS x 365 x OCCUPANCY RATE]
+ [AVERAGE OUTPATIENT

CHARGE X OUTPATIENT VISITS]

Children's top management reported to the American Hospital Association
that it had 225 beds during most years between 1948 and 1962 aithough
the number dropped in several years. Hospitals, JAHA, Guide issues
1949-1963. DH Oct 1952, Mar 1955, Jan 1957; BOD Jun 1954; Elliott
Tift, Jr., M.D., Memorandum to the president concerning medical staff"
reorganization, June 23, 1954; EC Jul 1954; G. P. Graham & Company,
letter from the auditor to the board, July 15, 1954. :

| 14Tift, Memorandum concerning medical staff rebrganlzatlon,
June 23, 1954; AnRpt PhysCh 1956; AnRpt Pres 1957; History of Chlldren s
Charity Hospital, [1969].

15anRpt PhysCh 1956, 1957; AnRpt Pres 1957; Poppert, Memorandum
concernlng finances, April 29, 1959; EC May 1959. :
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16anRpt Pres 1947, 1948, 1949, 1950, 1951, 1952; AnRpt Dir
1947, 1948; AnRpt MDir 1949; AnRpt ChMS 1947, 1948, 1949, 1950, 1951,
1952; Aant Adm 1949.

17AR Jul 1954; EC Jul 1954, May 1959; AnRpt Pres 1954, 1955;
BOD May 1955, Jul 1955; EC-BOD Jan 1956, Mar 1956; Children's Charity
Hospital, "Balance Sheet as of December 31, 1958"; "Children's Charity
Hospital Cites Rising Deficits,” Hudson Post, December 2, 1958.

18anRrpt PhysCh 1957; BOD Feb 1953; DH Apr 1959; EC May 1959.
/ .

/19The archives contained Sutton's recommendations but not the
ent1re ninety-page report. EC-BOD Feb 1959, May 1959; American College
of Hospltal Administrators, Directory 1974 (Chicago: American College
of HosP1tal Administrators, 1974); Harold Sutton, M.D., Recommendations,
1959, (Mimeographed, hereafter cited as Sutton recommendations); Harold
Sutton, M.D., Letter to the president, September 19, 1959.

2OA.B. Cash, Memoradum from the assistant treasurer to the
board, [October] 1959; EC-BOD Oct 1959, Sep 1959; DH Oct 1959, Jan
1960, Mar 1960, May 1962; BOD Jan 19260, reb 1960, Apr 1960, Mar 1961;
EC Jun 1960, Apr 1961, Sep 196l. '

21pc-BOD Nov 1959; BOD Jun 1960.

22MacKensie repért; Board of directors, "Hattie Benson Upon Her
Ketirement as Superintendent of the Children's Charity Hospital of
 Hudson After 27 Years of Active Service--1920-1947, Inclusive," January
24, 1947. ' '

230D pec 1946, Apr 1947; DR May 1947, Jul 1947, Nov 1947, Apr
1948; AnRpt Dir 1948; DH Jan 1949; AnRpt Adm 1949.

24gee table 4 page 67 for a list of departments in each of the
four categories. "Payroll," October 1947; Ella Mae Hawkins, Interview
in her apartment, Hudson, January 15 and February 16, 1981, (Hereafter
cited as Hawkins interview); Harold Kelly, Interview in his home,
Hudson, October 6, 1980.

; 25”Payroll“ October 1947; DR Apr 1¢48; Hawkins interview; Kelly
-interview.

261pid.

27g0D May 1947; Tift, Memorandum concerning reorganization,
[October] 1947; AnRpt Dir 1947; Punch, Memorandum to director, July 10,
1949.

28g0p Jun 1947; DR Jul 1947; Tift, Memorandum concerning reorgani-
zation, [October] 1947.
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291bid.

30T1ft, Memorandum concerning reorganlzatlon, [October] 1947 DR
Nov 1948 AnRpt Dir 1948. :

31py Apr 1947; BOD May 1947; Tift, Memorandum concerning reorgani-
zation, [October] 1947; AnRpt FVP 1948; Ankpt Dir 1948.

32gR Feb 1946, Oct 1946; G.P. Graham & Company, letter from the
auditor to the president, May 2, 1946; DR May 1947; Tift, Memorandum
concerning reorganization, [October] 1947.

/
;33DR May 1947, Nov 1947, Feb 1948, Mar 1948; DH Nov 1948, Jan
1949. [
f 34MacKensie report; AnRpt Pres 1940; Repbrt of the chief engineer,
Scattered through archives, 1940-1945.

35No references to budgeting while Berkmeyer was administrator
were found. DR May 1947, Nov 1947, Nov 1948; AnRpt Dir 1947.

. /365R Feb 1946, Oct 1946; AnRpt Dir 1948; DH Jan 1949; AnRpt Adm
1949. {

37Aant Adm 1950, 1953, 1954, 1955¢ A.B. Cash, Memorandum from
the assistant treasurer,, January 17, 1961.

' 387his eulogy alluded to a phenomenon that seldom appeared after
1947: the inseparability of a job and the person who performed it. The
1940 MacKensie report mentioned another case: "The administration is
characterised by the energy and personality of Miss Benson, the Super-
intendent." The retirement and death of old timers opened the way for
and made apparent the need for structures and procedures, which eroded

" traditional management patterns. AnRpt Adm 1952.

3%AnRpt Adm 1952; DH Oct 1952, Nov 1852.

40anRpt Pres 1954, 1955; AR Jul 1935, Dec 1955; BOD May 1955,
Jul 1955- Kelly 1nterv1ew.

41pg oct 1952, Dec 1953, Oct 1954, Oct 1956, Nov 1957, Jan 1958,
42Ethyl Berkmeyer, Report to the beard about a Children's Hospitals
Executive Council meeting, June 13, 1957; DH May 1958.

43geyeral of Sutton's recommendations also implied that certain

‘formal directives were not being followed. DH Apr 1952, Dec 1953, Jan

1954, Mar 1955, Oct 1956, Jan 1958, Nov 1958; Sutton recommendations.
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, 44pR May 1947; Tift, Memorandum concerning reorganization,
- [October] 1947; Hawkins interview; Kelly interview.

4ZAmerican Hospital Association, Hospital Accreditation Refer-
ences: 1964 Edition, (Chicago: American Hospital Association, 1864).

46pR May 1947; Tift, Memorandum concerning reorganization,
[October] 1947.

47"Handbook of the Children's Charity Hospital of Hudson," [1940];
Elma Phillipson, Annual report of the director of social service, 1948.

48"Hospltal Head Feted on Her 25th Anniversary," Hudson Post,
October 18, 1945; DR Jul 1947; EC Mar 1953; DH Dec 1953; Hawkins interview.

49%hite Americans held fast to beliefs, rooted in slavery, that
black Americans were less capable and worthy than themselves, and biased
their institutions to treat blacks as subordinates. 1In 1947 virtually
all U.S. social institutions exhibited and reinforced racism. (See
Stokely Carmichael and Charles V. Hamilton, Black Power (New York:
Random Housze, 1967) and Harold Baron, "Racial Domination in Advanced
Capitalism: A Theory of Nationalism and Divisions in the Labor Market,"
in Labor Market Segmentation, ed. Richard C. Edwards, Michael Reich, and
pavid Gordon (Lexington, Mass.: D. C. Heath, 1975) for discussion and
analysis of racism in the U.S.) G. P. Graham & Company, Letter from the
auditor to the chairman'of the finance committee, August 10, 1946; Per-
sonal conversation with a unit clerk, July 1980; Hawkins interview.

58rhe hospital archives contain little evidence about usual
criteria for favorable evaluations or about differences in practices
among departments during the 1947 to 1962 period. Payroll reports state
reasons that department heads gave for firing workers--that is, for
evaluating them as unacceptable. This is discussd below. BOD Dec 1946;
Gladys McGrady, Notes on tasks done November 29 and December 1, 1948;
Leaflet for new employees stating rules and benefits, April 1952,
(Mimeographed) ; Hawkins interview; Kelly interview.

l

51pg Mar 1952, Apr 1952, Nov 1955, Oct 1960, Apr 1963; AnRpt Adm

©1952; Sutton recommendations.

52gr reb 1946, Oct 1946; DR Jul 1947; AnRpt FVP 1947.
53Mac£ensie report.

54gc-BOD Jan 1956, Mar 1956; Chart of dietary department revenues
and expenses for the year ending April 30, 1957.

SqDepa?tment‘heads turned in data for the payroll reports and
Punch compiled it. Understaffing and high turnover in the business
offices meant that even the most essential records--of receipts; patient
charges, and purchases--were usually days or months behind. G. P.
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Graham & Company, Letter, August 10, 1946; Edith Punch, Memoranda from
the administrative secretary, August and September 1948; EC Aug 1948,
Oct 1948; AnRpt Dir 1948; AnRpt FVP 1948; Punch, Memorandum, July 10,
1949; "Yearly Report as of October 31, 1955--Personnel other than
doctors or nurses," (hereafter cited as "Yearly Personnel Report, -
1955"); DH Mar 1959; A.B. Cash, Report from the controller to the
~executive committee concerning accounting, January 17, 1961.

56G. P. Graham & Company, Letter, August 10, 1946; Elliott Tift,
Jr., M.D., Letter to the board, June 22, 1948.

) 57 phe president questioned in 1947 whether other workers might

want increases if the nurses received one; his expectations proved
correct. G. P. Graham & Company, Letter, August 10, 1946; EC Sep 1947,
Feb 1948, May 1948, Jun 1948; Tift, Letter, June 22, 1948.

S€AnRpt Adm 1949; EC Sep 1949; AR Jun 1952, Nov 1955.

3%9gC Oct 1952; BOD Jul 1952, Jun 1954, Sep 1954 EC-BOD May
1956; AR Jul 1960; EC Dec 1960, Apr 1961.

€0sutten recommendations; DH Jan 1964, Sep 1964; Hawkins interview.

6lg. P. Graham & Company, Letter, May 2, 1946; EC May 1946, Jan
1954, Jan 1955: BOD Dec 1951; EC-BOD Jun 1958; AR Aug 1958.

€21t is probable that a forty-eight-hour workweek was the norm
in the 1940s for low-skilled workers. Chapter 8 describes the incident
that led to a forty-hour workweek in the housekeeping department. AnRpt
Adm 1949; Leaflet for new employees stating rules and benefits, April
1952; DH Mar 1852, Dec 1953, Nov 1954; Sutton recommendations.

635R Feb 1946, Oct 1946; DR Mar 1947, Jul 1947; AnRpt Dir 1948;
AnRpt Adm 1949; DH Jan 1949; Sutton recommendations.

64BoD Dec 1946; DH Mar 1948, Sep 1958; Leaflet for new employees
stating rules and beneflts, April 1952.

Gshnﬁpt Adm.1945- Hawkins interview; Kelly‘interview.

66"I’ayroll " Selected months October 1947 to August 1962; "Yearly
Personnel Report, 1955."

6’“Under»the rose" means in private or in secret so the depart-
ment head probably meant the maid was not married to the children's
father. DH Mar 1952, Apr 1962, Nov 1955, Oct 1960, Apr 1963; "Payroll,"
Nov 1956; Sutton recommendations.

68pH Apr 1958, May 1958, May 1962.
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69gvidence about training practices during this period is sparse.
A woman who began as a housekeeping maid in 1955 received no training.
{See chapter 8 below.) Top management singled out the costs of training
as a component of the costs of turnover, which indicates that a large
share of new hires received training. AnRpt Dir 1947; AnRpt Adm 1955.

710G, p. Graham & Company, Letter, May 2, 1946; DR Nov 1947.

7lps Oct 1947, Jan 1949, Mar 1952, Dec 1953, May 1955, Nov 1955,
Mar 1956, Oct 1956; Memorandum to department heads about work schedules,
December 6, 1950.

72pR Nov 1948; DH Jun 1952, Apr 1953, Dec 1953, Mar 1955, Mar
1959, Sep 1959.

T3american Hospital Association, Letter to the administrator,
February 26, 1948; Annual report of the president of the board of lady
visitors, 1950; DH May 1955, Sep 1958.

743utton's recommendations corroborated and supplemented the
account of the labor system drawn from other sources. For example, the
recommendation "that the authority and responsibility and the essential
functions of cach assistant administrator and department head be defined
in writing and made available for reference to each individual involved"
confirmed that no accurate job descriptions existed for them. Sutton
recomnendations. .

75*Non-educational® patients were those with common and therefore
medically-uninteresting illnesses. Ibid.

761bia.
77Evidently all workers did not earn four days oif sick leave per
~ year as hospital leaflets stated. Sutton made no specific recommenda-
tions about the form that punishing procedures should take. Ibid.

~ T8gyutton recomwendations; Sutton, Letter, September 19, 1959.

790 Sep 1959, Nov 1959, May 1962; EC-BOD Oct 1959.

803ones had to ask department heads for memoranda on policies
and procedures in December 1962. DH Mar 1960, Dec 1962.

v 8lg. p. Graham & Company to Ethyl Berkmeyer, Letter from the
auditor, September 22, 1959; DH Mar 1960, Oct 1960, Apr 1963. '

8ZBOD‘Aug 1959; DH Feb 1960, Mar 1960, Oct 1960, Nov 1960; EC
Aug 1960, Oct 1964; Charles Gilchrist, M.D., Memorandum to the president
about benefits, April 6, 1966.



299

Chapter 7

1gop Jun 1962; DH Jul 1962, Jan 1963; AnRpt Dir 1962; AnRpt
Pres 1962.

2pH Jul 1962, Oct 1962, Feb 1963; AnRpt Dir 1962, 1964.

3Ronald Jones and A. B. Cash, Memorandum from the administrator
and the controller to the executive committee, [January] 1963.

4pCc Jan 1963; Jones and Cash, Memorandum, [January] 1963;
[Ronald Jones], “"Some Reflections on the Financial Situation," [1963];
Horatio Hunt, Memorandum from the president to the board about demand
and finances, May 26, 1965; EC Nov 1966.

5{Jones}, "Some Reflections on the Financial Situation™; DH
Feb 1963, Feb 1967; BOD Feb 1964.

5Hunt, Memorandum about demand and finances, May 26, 1965; EC
Nov 1865, Sep 1969; DH Feb 1967, Apr 1968; BOD Sep 1967, Oct 1967;
E. D. Goldstein Associates Inc., "Community Needs, Program and Func-
tional Considerations for Long Range Development, November 1967 (here-
after cited as Goldstein report). :

71t is possible that certain top managers had decided a new
building was recessary and brought in a consultant to make their case;
EC Nov 1966, May 1967, Sep 1969; Goldstein report.

8EC Mar 1964, Apr 1964, Aug 1966; [Jones], "Some Reflections
on the Financial Situation"; DH Sep 1964; &. B. Cash, Memorandum from
the controller to the board, December 1964; Horatio Hunt, Memorandum
from the president to the executive committee, June 20, 1966; Horatio
Hunt, Memorandum from the president to the board September 21, 1970;
"Children's Chatter," July 27, 1979.

SLE Feb 1963, Sep 1964, Dec 1964, Mar 1965; EC Apr 1963, Jun
1963; DR Jun 1963; [Jones], "Some Reflections on the Financial Situa-
tion"; AnRpt Adm 1963; BOD Feb 1964, Mar 1965; Congressional Record
{Senate) 110(1%¢4):pages withheld; Congressional Record (Appendix)
111(1965) :payes withheld; Report of the director and administrator to-
the board, January 1965, May 1965; Hunt, Memorandum about demand and
finances, May 26, 1965.

10pc mar 1964, Aug 1966.

1lpn May 1966, Dec 1966; EC May 1967, Dec 1967; BOD Sep 1967;
George Hansen, Memorandum from the controller concerning Comprehensive
Health Care proygram, 1967; Preliminary financial statements and audi-
tor's report, June 30, 1976 and 1977.
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12gc May 1967, Sep 1969, Apr 1971; History of Children's
Charity Hospital, [1969], (Mimeographed). ™~ ‘

13pH pec 1964, Mar 1965, Oct 1965; "Commentary on F1nanc1al
Situation-—-August 1969"; EC Sep 1969.

14pR Jan 1963, Feb 1963, Jun 1963, Mar 1964; AnRpt Adm 1963;
EC Oct 1964; DH Feb 1965, May 1967.

15py oct 1964; Dec 1964; Mar 1965; MacN1¢ol Johnson & Co., ,
"Flscal Management Study of the Children's Charity Hospital of Hudson,"
Part 2 of Cecil G. Sheps,M.D., M.P.H. and Associates and MacNicol,
Johnson & Co., "Study of Medical Care, Education, Research, and Fiscal
Management at Children's Charity Hospital of Hudson,™ 1965 (Xeroxed,
hereafter cited as MacNicol Johnson report); Hudson Department of
Public Health, News release about the consultants' study, April 2,
1965; "Auditor's Report," Hudson Post, editorial, April 12, 1965;
Memorandum from the president to the board about MacNicol Johnson, May
26, 1965; AnRpt Pres 1965.

16gc Apr 1964; BOD Oct 1967, Jul 1969.

17Henry Wilmington III and Charles Giichrist, M.D., Memorandum
from the president and director to the executive committee, February
8, 1971.

13

18The fiscal year ended June 30. George Hansen, Memorandum
from the controller about the 1967 budget, [November] 1966; Financial
summary and projection, fiscal years 1956 to 1970, [August] 1969;
“"Commentary on the Financial Situation--August 1969"; EC Sep 1969.

19gc sep 1969.

20gc Nov 1966, May 1967, Sep 1969- "Commentary on Financial
Situation--August 1969."

21Hunt, Memorandum about demand and finances, May 26, 1965; EC
Nov 1966, May 1967, Sep 1969, "Commentary on Financial Situation--
August 1969"; Horatio Hunt, Memorandum from the president to the board
concerning the meeting September 23, 1970.

227here is no definitive evidence that Jones left under pres-
sure but in view of his expressed doubts about medical accumulation it
is likely an uncomfortable situation had developed. Horatio Hunt,
Comments following the election of officers, December 17, 1969; A.O.
Fisher, Memoradum from the controller, March 31, 1970; Hunt, Memo-
randum, September 21, 1970; Hunt, Memorandum about the meeting Sep-
tember 23, 1970; Arthur Anderson & Company, %“Children's Charity
Hospital of Hudson: Summary of Financial and Accounting Matters for
Consideration," January 1971, (Xeroxed, hereafter cited as Arthur
Anderson report). : '
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23pg Jun 1970, Dec 1970; Arthur Anderson report, EC Apr 1971.

s
24pnRpt Dir 1971, 1972; EC Apr 1971, Nov 1971; BOD Sep 1971,
Mar 1972, Jul 1973, Apr 1974; Board of directors, "Proposed Statement
of Goals,™ [March 1972].

25Bop sep 1971, EC Apr 1971, Nov 1971, Apr 1972, Oct 1972, Mar
1973, Sep 1974; "Position Paper on the Hudson Post Article of November
2, 1972"; Preliminary financial statements and auditor's report, June
30, 1976 and 1977; "Children's Chatter," July 27, 1979. ,

26qhe auditor's report also suggested that prices be marked ﬁp
by a "development factor" so that third-party payments would provide
for future capital outlays. It is not known if this was done. Arthur
Anderson report; AnRpt Dir 1971; BOD Jan 1973; EC Mar 1973; Aug 1274,
Sep 1974. v

27B0D sep 1971, Mar 1972; AnRpt Dir 1971; Steering committee
of the objectives and goals committee of the board of directors,
Minutes of a meeting, January 11, 1972; Planning committee of the
board of directors, Minutes of a meeting, November 17, 1980.

28AnRpt Dir 1971; BOD Mar 1972; EC Mar 1973; Sep 1974.

29Chapter 8 also discusses Jones's goals, particularly regard-
ing the housekeeping department. American College of Hospital Adminis-
trators, Directory 1974; Personal conversation with a licensed prac-
tical nurse, February, 1980. '

30pg Oct 1962, Nov 1962, Jan 1963.

3lpg oct 1962, Feb 1963, Mar 1963; "Monthly Personnel Turno%er
Report: Month Ending August 31, 1963"; AnRpt Adm 1963, 1964; AR J&n
1964; MacNicol Johnson report.

32More and more minute parceling of authority occurred between
1962 and 1977 (see below page 192 ). Data is insufficient to determine
the extent of this trend before 1970. Chapter 8 details this and
other changes in the housekeeping labor system. EC Nov 1966.

33pR Jun 1963, Mar 1964, Dec 1964; DH Feb 1963, Dec 1963;
- AnRpt Adm 1963. ‘

34che composition of the budget committee is unknown. BOD Nov
1962; AR Feb 1963, Jun 1963; Hunt, Memorandum about demand and finances,
May 26, 1965; DH Feb 1963, Feb 1966, Mar 1966, May 1966, Nov 1966; EC
Aug 1966. ' °

35pH Feb 1963, Mar 1963, Feb 1966, Mar 1966, Nov 1966; Hunt, ~
Memorandum about demand and finances, May 26, 1965. When addihg super-
wisQry positiens increased the total workforce, constant-intensity
casts. rose, ‘
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36pa Nov 1262, Dec 1962; Jones and Cash, Memorandum, [January]
1963; [Jonesl, "Some Reflections on the Financial Situation®"; DR May
1964, Dec 1964. '

537Aant Dir 1947; DH Feb 1963; "Commentary on Financial Situa-
 tion~--August 1969."

38py oct 1964, Dec 1964; MacNiccl Johnson report.

. 39pH Dec 1964, Mar 1965, Oct 1965; Hunt, Memorandum about
hiring MacNicol Johnson, May 26, 1965; Memorandum about actions taken
to implement MacNicol Johnson recommendations, [March 1966].

!

| 401biq.

|
|
41lMacNicol Johnson report.

42p chronic lack of hot water reduced the output of the auto-
matic film processor. Goldstein report; George Hansen, Memorandum
from the controller to the board concerning electronic data process-
.ing, March 13, 1968; Fisher, Memorandum, March 31, 1970.
! 437he share of wages in total expenses remained relatively
constant between 1960 and 1968. Goldstein report.

44y, 8. Departmént of Labor, Burezu of Labor Statistics,
Technological Change and Manpower Trends in £ix Industries, (Washing-
ton, D.C.: Bulletin 1817, 1974), pp. 54-65; Greenbaum, “In the Name of
. Efficiency: A Study of Change in Data Processing Work.®™

45pH Oct 1962, Nov 1962, Dec 1962, Feb 1963, Nov 1963; AR Jan
1963; {[Jones], "Some Reflections on the Fimancial Situation”; EC Nov
1966.

4671piq.

47AR Mar 1964; MacNicol Johnson repcrt; "Auditor's Report,”
Hudson Post, Editorial, April 12, 1965; DH Mar 1965; Hunt, Memorandum
about hiring MacNicol Johnson. May 26, 1S4#5; AnRpt Pres 1965; Memo-
randum about actions taken 'to implement MacNicol Johnson recommenda-
- tions, [March 1966].

4811 1963 top management ran a opclice and credit check on
everyone employed at the time. DH Oct 1360, Apr 1963.

497he supervisors' manual ccdified all personnel procedures.
I did not find the first edition of the manual; the descripticn is
drawn partly from 1968 revisions in the manual. AnRpt Adm 1963; AR
Mar 1964; DH Oct 1964, "Personnel Pclicies and Procedures Manual,"
April 30, 1968; Nellie Fields, Intzrvi=w at Children's Charity
Hospital Medical Center, Hudson, Cctober 11, 19830.
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501pi4.

Slphe sectlon below on punlshments further discusses the dlver—
gence of written directives and department heads' practices.

' 52gawkins interview; Agenda for executive committee meeting,
March 1972; EC Apr 1972.

‘ 53Wilmington and Gilchrist, Memcrandum, February 8, 1971; EC
Feb 1971.

; 54p rule that the department heads must sign payroll sheets
helped Jones to evaluate their staffing practices. By her or his
signature, a department head assumed responsibility for "overstaffing"
or "ekcessive" overtime. [Jones], "Some Reflections on the Financial
Situ#tion,"; DH Nov 1966; Memorandum about actions taken to implement
MacNicol Johnson recommendations, [March 1966]; Hawkins interview;
Fields interview.

, 55Top management had previously encountered the principle of
basing relative wages on a classification of jobs. In 1945 the Council
.cf Social Agencies of Hudson suggested a wage structure for the hospi-
tal's 'social services department that classified jobs by skills and
set rates, taking into account average Hudson rates for comparable
jobs. The board had approved the plan, put never extended the method
of setting rates to other departments. 20D Jun 1945; DH Jan 1964, Sep
1964, Apr 1968; MacNicol Johnson report.

56Chapter 4 explains the assumpticn that the board had leeway
to set rates within the area wage bands. ©DH Nov 1962, Mar 1966, May
1967; [Jones], "Some Reflections on the Financial Situation"; AR Mar
1964, Dec 1964. o

573ones also argued that "good pevsonnel"™ attracted by the
high wages would please private doctors and increase the number of
paying patients they referred. 1Ibid.

58pH Oct 1962, Nov 1962, May 1962; AR Jan 1964, Mar 1964;
"Personnel Policies and Procedures Manual."

59gc Apr 1961, Apr 1964, Nov 1964, Nov 1965, May 1967, Oct
- 1970.

60py pec 1965.

6lserious offenses were generally actions that diminished
labor intensity or challenged management authority. "Personnel
Policies and Procedures Manual." :

62"personnel Policies and Procedures Manual®™; Richard Ziff,
"pual -Department Head Sets Trend four Fature Managers," Institutional

- .
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Laundry and Linen, (date withheld); Hawkins interview; Fields inter-
view; Roosevelt Baylor, Interview in a friend's apartment, Hudson,
September 12 and September 22, 1980.

63gvidence on rewarding and punishing practices in departments
other than housekeeping is sparse. I inferred that some department
heads commonly disregarded official procedures from the fact that
Jones later instituted and emphasized a grievance procedure, and from
knowledge that the situation still existed to some extent in 1977 and
later.

!64Gilchrist, Memorandum, October 6, 1966; DH May 1967; EC May
1967, Jun 1967, Oct 1967; Ronald Jones; Memorandum to the director
about benefits, June 21, 1967; Charles Gilchrist, M.D., Memorandum to
the b#ard about benefits, October 19, 1S67.

65Chapter 8 gives examples of Jones's investigations and deci-
sions. DH May 1967, May 1968, "Personnel Policies and Procedures
Manual." :

66pg May 1967; EC May 1967, Jun 1967.

/
' 67aR May 1960; EC Oct 1964, May 1967, Jun 1967; DH May 1967;
Gilchrist, Memorandum about benefits, Cctober 19, 1967.

. 68EC Mar 1964, Apr 1964; BOD Jul 1269.

69Chapter 8 details the anti-union campaign. BOD Jul 1969;
Personal conversation with the president of Local 3; American Arbitra-
tion Association, "Certification of Results In the Matter of Inter-—
national Brotherhood of Railway Workers, Local 3 and Children's
Charity Hospital," August 22, 1969. ‘ ' -

_ 10gc Feb 1970, Sep 197C; DH Jur. 127C; Hunt, Memorandum about
the meeting September 23, 1970.

71aR Jan 1964; Memorandum about actions taken to implement
MacNicol Jchnson recommendations, {[March 1966]; Hunt, Memorandum about
MacNicol Johnson, May 26, 1965. '

72py Feb 1963, Mar 1963, Oct 1964; AR Feb 1963.

73pH Nov 1962, Mar 1963, Apr 1963, May 1963, Sep 1964, Mar
1965, Feb 1966, May 1967, May 1968.

T4pH Jul 1962, Jan 1963, Feb 1$63, Sep 1964, Mar 1965, Oct
1965, Feb 1967, Apr 1968.

75=Commentary on Financial Situation--August 1969"; EC‘Sep
1969. ‘
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76Hunt, Memorandum about the September 23, 1970 meeting;
Fisher, Memorandum, March 31, 1970; EC Nov 1971; AnRpt Dir 1371;
American College of Hospital Administrators, Directory 1974;
“Children's Chatter," December 14, 1979.

v 77 american Hospital Association, Hospitals, JAHA, Guidevissue,

1970; EC Apr 1971; Arthur Anderson report; American College of Hospital
Administrators, Directory 1974; "Children's Chatter," December 14,
1979.

78EC Nov 1971; AnRpt Dir 1971, 1972; DH Mar 1972, Apr 1972.
790H Mar 1972, Apr 1972, Mar 1973, Dec 1974; AnRpt Dir 1972.

8311 1963 a surgeon had made and won similar demands for expan-
sion of the operating room. EC Aug 1963; BOD Mar 1972, Mar 1974; DH
" Mar 1973, Sep 1974. :

8lanRpt Dir 1971, 1972.

827his dynamic is documented for the housekeeping department
in chapter 8. Evidence for other departments was uncovered between
. 1978 and 1981 during various personal conversations, meetings con-
cerning union grievances, and meetings concerning potential organizing
efforts.

83arthur Anderson report; AnRpt D1r 1974- "Children's Chatter,"
January 10, 19830, .

843ee note 97 chapter 8. DH Apr 1972; "Children's Chatter,"
January 10, 198¢0. :

85Henry Wilmington III and Charles Gilchrist, M.D., Memorandum
from the president and the director to the board, February-18, 1972;
EC Mar 1972; Agenda for executive committee meeting, March 1972.

86Board of directors, "Proposed Statement of Goals," [March

© 1972]; BOD Mar 1972; EC Apr 1972.

87pH Mar 1972, Apr 1972; American Hospital Association,
Hospital Accreditation References: 1964 Edition (Chicago: AHA, 1964);
Joint Commission on Accreditation of Hospitals, Accreditation Manual
for Hospitals {Chicago: JCAH, 1971); Joint Commission on BAccreditation
of Hospitals, Program on Hospital Accreditation Standards Manual,
{(Usa: JCAH, 1979).

88Chapter 8 describes this phenomenon in the housokeeplng
department.
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89Berkmeyer often asked department heads to keep down expendi-
tures but did not make budget constraint a criterion for satisfactory
evaluations. In November 1957, for example, she told department heads
that the audit report had been received and anyone wishing an explana-
tion of her or his department's direct expenses should please come to
her office. Explanations surely would have been mandatory if the
administration used the figures to rate department head performance.
The budget procedure under Jones designated the controller to monitor
expenses and note excess spending, but top management did not use the
information to rate or reprimand department heads. DH Oct 1957, Nov
1957, Mar 1959, Nov 1966, Sep 1974, Dec 1974; AnRpt Dir 1948, "Com-
mentary on Financial Situation-~August 1969," A.O. Fisher, Monthly
report from the controller to the director and admlnlstrator, May 15,
1973.

90=personnel Policies," Xmployee handbook, April 1972; "Chil-
dren's Charity Hospital Medical Center Employee Handbook,” [1978];
Fields interview; Rosa Newsome, Interview in her home, Hudson, Sep~
P tember 5, 1980; Leatha Sprague, Interview in her home, Hudson, Sep-
tember 27, 19860.

91Chapter 8 documents this dynamic in one of its most extreme
forms. : '

92p¢: Jan 1973, DH Sep 1974; B.S.W.U., "National Labor Relations
Act Coverage of Healtbcare Institutions, " Bulletin, [1975]; Personal
conversation with a pharmacy technician, October 1978; Personal con-
versation with a radiology technician, November 1978; Conversation
with a staff member of the International Brotherhood of Railway
Workers, October 1979; Personal conversation with a second pharmacy
technician, January 1980; Organizing materials from various unions,
Files of Local 1000, B.S.W.U., Hudson.

93zuidelines for the job categories classified as service and °
maintenance were established by the National Labor Relations Board.
Under the new pension plan, which began in 1976, the hospital matched
worker contributions up to 5 percent of gross wages. Henry Wilmington
I1I, Memorandum from the president to the board, January 19, 1971;
Charles Gilchrist, M.D., and Robert Morrell, Memorandum from the
director and assistant director to the executive committee, [November]
1971; EC Jul 1972, Apr 1974, May 1974; "Children's Chatter," January

-5, Januvary 26, February 2, and June 8, 1973; DH Mar 1973, Sep 1974,

Dec 1974; BOD Apr 1974, Oct 1974; B.S.W.W. "National Labor Relations .
Act Coverage of Healthcare Institutions," Bulletin, [1975]; "Children's
Charity Fospital Medical Center Employee Handbook," [1978].

9‘-z(:'haapi:er 8 describes anti-union tactics in the housekeeping
department. An emergency room technician said that union organizers
inadequately wexplained the facts of bargaining and policing contracts,
and that workers did not understand how a union could help them.
"B.S.W.U. MNews Bulletin #1," [1975], Files of Local 1000, B.S.W.U.
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Hudson; Brandon Rankey, Memorandum to workers, September 19, 1975,
Files of Local 1000, B.S.W.U., Hudson; Brandon Rankey, Letter to
workers, October 20, 1975, Files of Local 1000, B.S.W.U., Hudson;
National Labor Relations Board, Certification of results, October 24,
1975, Files of Local 1000, B.S.W.U., Hudson; Brandon Rankey, Memo-
randum to workers, May 3, 1977, Files of Local 1000, B.S.W.U., Hudson;
Personal conversation with an emergency room technician, November
igs8l.

95vchildren’s Chatter, " Aprll 20, 1979; Personal conversation
with a pharmacy .technician, October 1978; Personal conversation with a
radiology technician, November 1978; Personal conversatlon with a
library technician, November 1979. :

96gyandon Rankey, Letter to workers, April 1, 1977, Files of
Local 100C, B.S.W.U., Hudson; Brandon Rankey, Letter to workers, April
2, 1977, Files of Local 1000, B.S.W.U., Budson; National Labor Rela-
tions Board, Certification of results, May 6, 1977, Files of Local
1000, B.S.W.U., Hudson.

97Cclloges and technical schools began training people to
produce recently-developed intermediate outputs and the hospital could
hire them directly into high-skilled positions, eliminating costly on-
the-job training. The schools offered training courses of various
lengths, producting an array of labor power inputs compatible with and
contributing to the stratified division of labor that was desveloping
in most U.S. nospitals. Little data was available on positions that
required certification by year; the trend towards more certification
emerges from a2 comparison of training practices in 1962 and 1977. See
note 1 chapter 4. JCAH, Program on Hospital Accreditation Standards
Manual.

98Wi1mington and Gilchrist, Memorandum, February 18, 1972;
"Children's Chatter," January 10, 1980.

9%t all the classes were mandatory for all supervisors.
"Supervisory Skills Training Program: Overview of Curriculum,” Fall
1979, (Xeroxed); Hawkins interview; "Children's Chatter," January 19, -
198¢. '

300pg. apr 1972, Mar 1973, Sep 1973.

181lnenildren's Chatter, " December 14, 1979; Tom Bevey, "The
Director of the Hospital Had a Vision," Hudson Post, November 19,
19s81.

102*General Information for CCHMC First Floor," [1975], (Xeroxed):;
"Children's Charity Hospital Medical Center: The Challenge of a New
Beginning," [12377].
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103the 1967 Goldstein report stated that greater storage space
would allow the hospital to cut costs by purchasing in bulk.

104personal conversation with a library technician, November
1979; "Children's Chatter," January 10, 1980.

105¢1 jve Alexis, Letter from the secretary-treasurer of Local
1000 to the administrator, June 16, 1977, Files of Local 1000, B.S.wW.U.,
Hudson; Clive Alexis "Contract Negotiations Bulletin 1," Files of
Local 1000, B.S.W.U., Hudson; Clive Alexis, Summary of negotiations,
[November 1977], (Handwritten), Files of Local 1000, B.S.W.U., Hudson:
Brandon Rankey, Letter to workers, December 20, 1977, Files of Local
1000, B.S.W.U., Hudson.

106“Agreement by and between Children's Charity Hospital Medi-
cal Center and Building and Service Workers Union, Local 1000, AFL-
CIO, June 1, 1978 to May 31, 1980.

107 1piq.

108Grievances filed by workers at Children's, Files of Local
1000, B.S.W.U., Hudson; "Supervisory Skills Training Program: Overview
of Curriculum.”

10927 rynion shop' clause requires all workers covered by the
contract to join the unlon. A 'maintenance of membership' clause
requires workers who choose to join to remaln members (and pay dues)
for the duratlon of the contract.
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Chapter 8

lHawkins interview.

" 27he environmental health services department was commonly
called "environmental services®” and environmental aides and assistants
were referred to as "aides" and "assistants." Petition from a group of
environmental aides and assistants, December 8, 1978, Files of Local
1000, B.S.W.U., Hudson.

/ 3Housekeeping department, List of duties of maids and orderlies,
[1950E; Environmental health services department, Booklet of cleaning
proce@ures, rules, and job descriptions, [1977].

] .

f . . . . .
i 4Chapter 2 reviews how conventional economic studies dealt with
the hospital's multiproduct output.

SThe department head was called the executive housekeeper at
the beginning of the period. The title later changed to director of
laundry and housekeeping, director cf housekeeping services, and then
-director of environmental health services.

! 6as in chapter 4, I use the term ‘cut costs' or ‘reduce costs’
to also stand for 'contain cost increases.' See note 9 , chapter 4.

7Quotations and facts in this section are from the Hawkins
interview. Facts in the text are in most cases corroberated by one or
more other sources, the best of which is cited. Hawkins interview;
McGrady, Notes November 29 and December X, 1948.

81bid.

91In 1947 McGrady did a large part of inspecting herself. 1Ibid.

107he hours story is not corroborated. Management did not say
why it suddenly reduced hours, but workers pieced together an explana-

tion from the events that occurred.

1lBy the end of the period new hires may have been trained in
- isolation techniques. Fields interview.

125r Feb 1946, Oct 1946; AnRpc Adm 1959; DH Feb 1964; Fields '
interview. '

13"Payroll," Selected months from October 1947 to September
15%2; "Monthly Personnel Turnover Report: Month ending August 31, 1963."

l4Housekeeping department, List cof duties of maids and orderlips,
[1950]. Neither the documents nor interviews made clear the distinction
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between the porter and the orderly job. The terms were used inter-
changeably in the early part of the McGrady period. Payroll records
after 1953 listed the jobs separately. Eventually (the year is unknown)
management transferred orderlies to the nur51ng department and they did
direct patient care.

13Bop May 1947; EC Jul 1948; Punch, Memorandum, July 19, 1949;
AnRpt Adm 1949; "Some Problems in Hospital Housekeeping," Address
- describing Children's housekeeping department, [1949]; "Yearly Person-
nel Report,™ 1955.

lsThe chairman of the oxygen company, who sat on Children's
board and later became its president, arranged the oxygen therapist
training. McGrady, Notes November 29 and December 1, 1948; AnRpt Adm
1949; "Some Problems in Hospital Housekeeping" [1949]; "Yearly Person-
nel Report,” 1955; AR Oct 1958, Nov 1958.

17"Payroll " Selected months from October 1947 to September
1962; "Yearly Personnel Report," 1955. .

18pc gep 1949.

197he particular "insubordinate" behavior was specified in
‘detail only in the more exciting cases. For example, in April 1956 a
maid hit her supervisor on the nose. The next month a porter caused
"dessension [sic] among employees." It is impossible to estimate the
number of firings for race rule violations. Hawkins interview; McGrady,
Notes November 29 and December 1, 1948; "Payroll," Selected months from
October 1947 to September 1962.

- 20gaple 11 lists quits in 1955 by job title and reason. Just
as for firings, the reliability of reasons for quits is questionable.
All three maids who left because they "felt work too difficult" worked
in the laboratory. Interviews with workers who were familiar with the
McGrady and the Jones system (which had comparable workloads) indicate
that workers did not find the work demanding or unpleasant. No mention
of organized challenge appeared in minutes of board meetings prior to
1964.

21Chapters 4 and 6 explain the connection between medical accumu-
lation ard minimization of operating costs, and describe product market
conditions and management strategies.

22Chapter 6 above describes Berkmeyer's cost-cutting forays.
There is no evidence that Berkmeyer, McGrady, or the other housekeepers
held gcals (cther than segregation) that clashed with cost-cutting
objectives.. Racist goals were not explicitly stated in the sources,
but their existence is unmistakably implied by Hawkins's anecdotes,
comments recorded in the archives, and the absence of steps to loosen
racial censiraints.
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23Baylor interview. Quotations and facts in this section are
from the Baylor interview. Facts in the text are in most ctases corro-
borated by one or more other sources, the best of which is cited.

24Housekeeping department, List of duties of maids and orderlies,
[19501].

25Housekeeping department, "The 'Checked-Out' Room of a Patient”
and "Directions for Housekeeping Personnel: Isolation Daily Cleaning,"
Descriptions of procedures, [1972], Files of Local 1000, B.S.W.U., ;
Hudson. : ' ;

261n the McGrady system, department heads did frontline tasks
when staffing fell very low. In the Jones system, especially when
Barnes was department head, teamwork more commonly appeared. McGrady,
Notes November 29 and December 1, 1948; Hawkins interview.

27The origin of the award is recounted in an industry journal
article, which says the department head chose only one monthly winner.
The article describes another award scheme that began at the same time,
which frontline workers did not mention. Ziff, "Dual Department Head
Sets Trend"; Fields interview; Personal conversation with a licensed
practical nurse, February 1980.

28pjelds interview; Personal conversation with a group leader,
August 1981. J

29F7jelds interview; Annie Richards, Interview in her home,
Hudson, October 9, 1980; Robert N. Davis, "Effect of Fogging on Micrc-
biol Contamination," Hospitals, JAHA, 42(March 1, 1968) :69-72.

30alvin W. Gouldner documented a tendency of workers to romanti-
cize a previous manager in Patterns of Industrial Bureaucracy (New
York: The Free Press, 1954) pp. 70-80.

31Mitchell told this account of the decision to combine the
laundry with housekeeping to a reporter for an industrial journal. an
investigation of the laundry department was unnecessary for the pur~
poses of this paper. The laundry and housekeeping operated indepen-—
dently; the administrative merger did not affect the labor process of
housekeeping workers. 2iff, "Dual Department Head Sets Trend.”

32gee chapter 7 above.

33por example, in September 1966 there was one assistant director,
one head supervisor, and five other supervisors; in January 1969 there
was one assistant executive housekeeper, one acting assistant executive
housékeeper, one supervisor, four group leaders, and one porter who y
held a supervisory assignment. Housekeeping department, "Addresses and-
Telephone Numbers of Supervisory and Pack Aide Personnel in Housekeep-
ing and Laundry Services," September 16, 1966; Victor O'Neal, Memorandum
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from the assistant administrator concerning reassignment of housekeep-
ing supervisors, May 5, 1967; Dennis Barnes, Memorandum from the depart-
ment head to group leaders, supervisors, and assistant housekeepers
concerning holiday schedules, January 18, 1969; Fields interview.

34geveral deficiencies in the data make it difficult to

determine the precise increase in frontline employment or the decrease
in average floorspace per worker. First, monthly employment and turn-
over reports no longer appeared with the minutes of board meetings. I
could not calculate average employment for any year, which, due to
turnover, is more reliable than the monthly counts. Figures compiled
from time to time for the board showed tctal housekeeping employment.
I derived frontline employment.in 1970 from such a report by Arthur
Andersbn & Co. by assuming six supervisory personnel. Second, all
employees who performed housekeeping services were transferred to
houseKeeping department jurisdiction prior to 1967, but the exact date
is unknown. Third, as mentioned above, the division of labor between
orderlies and porters is unclear. "Monthly Perscnnel Turnover Report:
Month Ending August 31, 1963"; MacNicol Johnson report; Charles Gilchrist,
M.D., Memorandum to housekeeping workers about unionization, August 7,
1969; Arthur Anderson report. ~

/

;35AR Mar 1964; Hawkins interview; %¥ields interview; Richards
interview; Newsome interview.

336Hawkins intervyiew; Fields interview; Richards interview.

37Hawkins interview; O'Neal, Memocandum, May 5, 1968; Richards
interview; Hargraves interview; Daniel Mattia, Memorandum from the
department head to housekeeping personnz2l concerning phone calls, March
6, 1972, Files of Local 1000, B.S.W.U., Hudson; Daniel Mattia, Memo-
randum from the department head to housekeeping personnel concerning
break time and lunch periods, June 6, 1972, Files of Local 1000,
B.S.W.U., Hudson.

38Hawkins interview; Fields interview.
3%awkins interview.

40n0 top management data on firings in the Jones system are
available. All frontline workers interviewed who worked in both the
Jones and the Rutman systems said firings and other punishments occurred
more often jin the Rutman system; turnover data for the Rutman and the
McGrady systems implies that firings occurred more often in the McGrady
system. Information is insufficient to determine the relative frequency
of warnings and suspensions in the McGrady and Jones systems. See note
62 chapter 8. Fields interview; Baylor interview; Richards interview;
Newsome interview; Sprague interview.
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41211 of these incidents are uncorroborated. Fields interview;
Richards interview; Herman Ware, Memorandum from a supervisor to the
department head concerning a maid's "defiance," January 4, 1973, Files
of Local 1000, B.S.W.U., Hudson. ’

42pR Jan 1964; Hawkins interview; Fields interview; Richards
interview; Baylor interview.

43hawkins interview; Fields interview; Richards interview;
Newsome interview; Sprague interview; Personal conversation with a
group leader, August 1981; Petition, December 8, 1978.

44Management data on quit rates was not available. Hawkins
interview; Fields interview; Richards interview; Baylor interview;
Newsome interview; Sprague interview.

45The name of the union has been changed. Gilchrist, Memo-
randum, RZugust 7, 1969; American Arbitration Association, "Certifica-
tion of Results In the Matter of International Brotherhood of Railway
Workers, Local 3 and Children's Charity Hospital," August 22, 1969;
Personal conversation with a group leader, August 1981.

461514,
47gee: chapters 4 and 7.

48 1,nes’s concern with frontline worker goals was relative, of
course. He 4id not envision a system designed to equally develop the
mental and manual abilities of all workers. An argument can be made
that people's economic well-being ultimately depends on their ability
to participate in decisions affecting them and that workers have a
right to decide questions concerning their labor. Jones did not
advocate this. For example, he did not provide for unresolved griev-
ances to be taken before an elected panel or a neutral arbitrator; he
was the final judge of fairness. Explanation of why he held his per-
sonal goals falls outside the scope of this paper. AR Jan 64, Mar
1964; DH May 1967; Hawkins interview, Fields interview; Richards inter-
view; EBaylor interview; Personal conversation with a licensed practical
nurse, February 1980; Personal conversation with a group leader, August
1981.

490nly*the sketchiest evidence is available on the other depart-
ment heads or on assistant department heads other than Hawkins and
Henderscn. Ziff, "Dual Department Head Sets Trend"; Hawkins interview;
Fields iuterview; Richard interview; Baylor interview.

‘soﬂanagement intended these changes to increase labor speed as
well as accuracy, for Jones expected to eliminate seven positions in
housekeeping. Such a large reduction in force never occurred.
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Generalizations concerning labor intensity are tentative assessments
based on all available evidence. Trends in housekeeping labor inten-
sity at Children's defy cardinal measurement,

Slouotations and facts in this section are from the Sprague
interview. PFacts in the text are in most cases corroborated by one or
more sources, the best of which is cited. The environmental health
services department was commonly called environmental services, and
environmental aides and environmental assistants were usually referred
to as aides and assistants. ‘

f52Fields interview; Richards interview; Baylor interview.
|

§

/

I} . . .
/ 54Baylor interview; Personal conversation with a group leader

in the sterile processing and distribution department, August 1981;
Personal conversation with a library technician, November 1979.

/53Newsome interview.

S5A1though'the union represented workers at Children's when
this incident occured, it had not made much headway against the Rutman
system. I will cite other incidents that occurred after 1977 when as
in this case they are typical illustrations of the system during the
pre-union years. '

5568ee'chapter 7. The information came from a secondary, reli-
able source who spoke to a person in a mana2gement position; Hawkins
interview; "Children's Chatter," November ZJ, 1974.

'57See chapter 7 above.

VSBSee note 34 chapter 8 for derivation of the 1970 figure. The
1977 figure was derived from a July 1978 list of union-eligible workers
(all full-time aides, assistants, and grcup leaders and part-time
workers who worked more than twenty hours per week) and from lists that
the hospital sent to the union of hires and terminations. Hudson,
Files of Local 1000, B.S.W.U.; Fields interview; Baylor interview; Dora
Carruthers, Interview in her apartment, Hudson, September 12 and
September 22, 1980. :

59Fields interview; Richards interview; Baylor interview.

60Baylor interview; Environmental health services department,
Booklet, [1977].

6lpersonal conversation with Baylor, August 1981; Personal
conversation with a group leader, September 1880.

62Hawkins interview; Fields intervisw; Richards interview;
Baylor interview; Sprague interview.
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63Forty aides and assistants separated (resigned or were fired)
from Children's between June 22, 1977, and June 30, 1978.. I assumed
the 1955 ratio of firings to total separations, 32.6, still obtained
and estimatd thirteen firings in 1977-78. Nineteen of the forty who -
left worked less than ninety days, the length of the probationary
period. No top management data for other years is available. Richards
interview; Baylor interview; Newsome interview; Carruthers interview;
Grievances filed by environmental health services workers at Children's.
Files of Local 1000, B.S.W.U., Hudson.

640f course this type of incident occurred sporadically in the
Jones and McGrady systems but it now became a recognizable pattern.
Personal conversation with Baylor, May 1980; Grievances filed by
environmental health services workers at Children's.

65R.eports on Rutman's treatment of supervisors came down through
several branches of the department grapevine and was passed on in guarded
statements. Hawkins interview; Richards interview; Newsome interview;
Baylor interview; Carruthers interview.

66nawkins interview; Petition, December 8, 1978; Fields inter-
view; Richards interview; Baylor interview; Newsome interview; Sprague
interview; Carruthers interview.

67petition, December 8, 1978; Richards interview; Baylor inter-
view; Carruthers interyview.

68x0 top management data was available on the number of quits.
Several interviewees and the petition maintained that gquits increased.
Fields interview; Richards interview; Baylor interview; Sprague inter-
view; Carruthers interview; Personal conversation with an aide, Sep-
tember 1981.

69several interviewees said that the abuses of the Rutman sys~
tem were the single strongest factor propelling the workers in envircn-
mental services to form a union. Petition, December 8, 1978; Richards
interview; Baylor interview; Newsome interview; Sprague interview;
Personal conversation with a group leader, August 1981; Representation
cards signed by employees at Children's, Files of Local 10600, B.S.W.U,,
Hudson; Barbara Carter, Handwritten affidavit concerning the 1975 union
election at Children's, November 7, 1975, Files of Local 1000, B.S.W.U..
- Hudson. ‘

7°Rankey, Memorandum, September 19, 1975; Rankey, Letter, Octo-
ber 20, 1975; Carter, Handwritten affidavit concerning the 1975 elec-
tion; Newsome interview. '

71Representation cards signed by employees at Children's; Victcr
Whitman, Letter from union organizer to the National Labor Relations
Board naming organizing committee members, March 29, 1977, Files of
Local . 1000, B.S.W.U., Hudson.
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72gee chapter 3 above.

73ps for Jones, explanation of why Rutman held the goal falls
outside the scope of this paper.

74'1‘0 the extent that supervisors were successful in assigning
new hires bigger-than-usual workloads, speed did not fall as turnover
increased, although accuracy was affected.

751t is interesting but ahistorical to ask to what extent labor
intensity could have been increased (a) by positive incentives rather
than Rupman‘s method, and (b) without provcoking frontline challenge.

]

g75Charles R. Goulet, "Annual Administrative Reviews: House-
keeping,"” Hospitals, JAHA, 32 (April 16, 1958):48-49; Robert M. Jones,
"Annua} Administrative Reviews: Housekeeping," Hospitals, JAHA, 34
(April 16, 1960):80-82; Davis, "Effects of Fogging on Microbiol Con-
tamination®"; Charles T. Uyeda, Ph.D., "Annual Administrative Reviews:
Environmental Sanitation," Hospitals, JAHA, 40 (2pril 1, 1966):57-62;
Hawkins interview.

77M11dred L. Chase, "How to Make the Most of Night Housekeeplng "
Hooern Hosital 110(January 1968):128-30; Baylor interview.

i

78Fields interview; Richards interview; Baylor interview;
Newsome interview; Sprague interview.

797heresa Price, Letter from the union legal assistant to Chil-
dren's director of personnel about Rutman, November 30, 1978, Files of
Local 1000, B.S.W.U., Hudson; Fields interview; Richards interview;
Baylor interview; Newsome interview; Sprague interview; Carruthers
interview.
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Chapter 9

. lghort-term hospitals are those in which over 50 percent of
patients admitted stay less than thirty days. 1In 1946 short-term
hospitals emploved 71 percent of the total workers in private hospi-
tals and in 1978, 86 percent. Long-term hospitals such as psychiatric
and tuberculosis hospitals are excluded from the generalizations in
this conclusion: it is reasonable to assume that because long-term
‘hospitals mainly provided chronic and rehabilitative care, their
decision makers felt a relatively weak impetus for medical accumulation.

. \ 21 reviewed secondary sources that primarily described labor
processes in short-term private and public hospitals. Since private,
nonprofit hospitals made up the bulk of the short-term hospital indus-
try (state and local government hospitals accounted for 31 percent of
short-term hospitals and 22 percent of beds in 1978), I will assume
that in everv production pericd, the prevailing labor system in nonpro-
fits was identical to the labor system indicated by the secondary
sources. Temple Burling, Edith M. Lentz, and Robert N. Wilson, The
Give and Take in Hospitals (New York: G.P. Putnam's Sons, 1956); Luke
Birky, "New Approaches to Attracting and Keeping Personnel," Hospitals,
JABA 38 (June 1, 1964):63-68; Leo B. Osterhaus, "The Effect of Unions
on Hospital Management, Part 3: A Survey of Ten Policies and Practices
" in Four Metropolitan Areas, " Hospital Progress 4B (August 1967) :90-
130; Lec B. Usterhaus, "Union-Management Relations in 30 Hospitals
Chance Litile in Three ‘Years," Hospital Progress 49 (October 1968):72-
77: Charles S. Bunker, "How Unions Have Changed the Personnel Func-
ticn, " Hospital Progress 50 (June 1969) : 59-96.

3a further difficulty in ascertaining the features of the
industry laber system arose because few case histories or prescriptive
pieces specified the prevailing structures and practices management
used to accomplish the management functions with which the articles
were concerned. However, I assume the appearance of many articles on
a particulsr feature indicates that it was not widely incorporated and
that journai editors had reason to believe the prevailing ways of
performing the function under discussion were inadequate. Beginning
in 1956, Hospitals, JAHA, solicited and published "annual administra-
tive reviews," each of which summarized the prior year's articles
about one department or area of management concern.

: dg. Dwight Barnett, "A New Program? Sell It First to the
Department Heads," Hospitals, JAHA 20 (September 1946):65-66; Ray E.
Brown et al, "The Technical Aspects of a Hospital's Departments,”
Hospitals, JAHA 24 (February 1950):47-52; Ray E. Brown, "Staffing at
the Administrative Level," Hospital Management 77 ({February 1954):33-

102; Edith M. Lentz, "Patterns of Supervision in Hospitals," Hospitals,
JAHA 28 (February 1952):74-158; Burling et al, Give and Take in Hospitals.
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SHelen M. Bryan, "Ways and Means to Ease the Labor Shortage,"
Hospitals, JAHA 26 (November 1952):60-61; Brown, "Staffing at the
Administrative Level"; Barnett, "Hospital and Community Needs"; Ralph
F. Miller, "Low-Cost Machine Accounting for Hospitals," Hospitals,
JAHA 30 (July 16, 1956):52-54; Millie E. Kalsem, "Our Remodeling Pro-
gram Paid Dividends," Hospitals, JAHA 30 {(March 16, 1956):92-96;
Sidney Lewine, "Annual Administrative Reviews: Personnel," Hospitals
JAHA 32 (April 16, 1958):76-81; Doris Gleason, "Annual Administrative
Reviews: Medical Records, " Hospitals, JAHA 32 (April 16, 1958):56-59;
S. Earl Thompson, "Annual Administrative Reviews: Laundry," Hospitals,
JAHA 34 (April 16, 1960):86-90. '

/

f 6Charles B. Womer, "Annual Administrative Reviews: Methods
Improvement, " Hospitals, JAHA 34 (April 16, 1960):106-109; Mortimer W.
Zimmerman, "Annual Administrative Reviews: Personnel Administration,"®
Hospitals, JAHA 36 (April 16, 1962):127-30; Paul W. Kempe, "Annual
Administrative Reviews: Engineering and Maintenance," Hospitals, JAHA
36 (April 16, 1962):61-64; Richard L. Johnson, "Effecting Organiza-
tional Change Through a Formal Budget," Hospitals, JAHA 37 (October 1,
1963) :32~34; Birky, "Keeping Personnel"; Virginia F. Harger, "Annual
Administrative Reviews: Food Service and Dietetics," Hospitals, JAHA
38 (April 1, 1964):67-74; Onalee M. Laird, "Annual Administrative
Reviews: Medical Records," Hospitals, JAHA 40 (April 1, 1966):109-112;
Fern Mannhalter and Gary Michael Silman, “Making Housekeeping Man-
Hours Count: Training Program and Staffing Policies,"™ Hospitals, JAHA
40 (December 16, 1966) :#82-90; Leo B. Osterhaus, "The Effect of Unions
on Hospital Management, Part 4: Conclusions and Recommendations,”
Hospital Progress 48 (September 1967) :72-78.

7George L. Deschambeau, "Annual Administrative Reviews: Indus-

trial Engineering," Hospitals, JAHA 42 (April 1, 1968):89-93; Ross
Laboratories, "Automated Materials Handling,” Hospital Administration
Currents (August 1969):1-4; American Hospital Association, The Manage-
ment of Hospital Employee Productivity: An Introductory Handbook
(Chicago: AHA, 1973); J. Robert Copenhaver and Roger Morris, "Train-
ing, Job Enrichment Reduce Costs," Hospitals, JAHA 47 (February 1,
1973) :118-26; "Special Report on Contract Services,” Modern Healthcare
7 (July 1977):39-57; Walter Danco, "Hospital Managers Seek Ways to
Cope with Change, " Hospitals, JAHA 51 {April 1977):133-36; Alan J.
Goldberg, "Annual Administrative Reviews: Managerial Engineering:
Branching Out to Many Areas of the Hospiktal," Hospitals, JAHA 53 (April
1, 1979):168-71; Barbara Caress, "Health Manpower: Bigger Pie, Smaller
Pieces," Health/PAC Bulletin, no. 62 {January/February 1975), pp. 7-
10; Cannings and Lazonik, "Development of the Nursing Labor Force."

8Robert Crawford and Lester M. Bornstein, "Controlling Personnel
Cosis Through a Man-Hour Program," Hospitals, JAHA 30 (January 16,
1956) :40~-42; Johnson, "Change through a Budget"; Osterhaus, "Union-
Management Relations Change Little”; Lanco, “Managers Cope with Change."
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9Edward F. Grube, "Here Is How Work Measurement Works," Modern
Hospital 108 (May 1967):118-21; Danco, "Managers Cope with Change™;
Goldberg, "Management Engineering."

10Malcolm T. MacEachern, Hospital Organization and Management
(Berwin, Illinois: Physician's Record Co., 1962):961-1003; Birky,
"Keeping Personnel"; Lawrence W. Benedict, "Annual Administrative
Reviews: Personnel," Hospitals, JAHA 40 (April 1, 1966):117-22;
Osterhaus, "Conclusions and Recommendations"; Norman Metzger, "Annual
Administrative Reviews: Personnel Administration," Hospitals, JAHA 42
(April 1, 1968):121-26; Bunker, "How Unions Have Changed the Personnel
Function"; Robert Brams and Paul Peterson, "St. Luke's, Milwaukee,
Makes Its Managers Accountable,” Modern Hospital 122 (March 1974):98-
99; Richard L. Hacker, "Organizational Systems for Change Offer an
Alternative to Unions," Hospitals, JAHA 50 (April 1, 1976):45-57.

1ig, a. Rizos, "Establishing Modern Wage and Salary Plans,"
Hospitals, JAHA 30 (September 1, 1956):34-38; Sidney Lewine, "Annual
Administrative Reviews: Personnel," Hospitals, JAHA 34 (April 16,
1963) :19-24; Zimmerman, "Personnel Administrator"; Benedict, "Person-
nel®”; Osterhaus, "Union-Management Relations Change Little.”

lzLewine, "Personnel {[1960]"; Leo B. Osterhaus, "The Effect of
Unions on Hospital Management, Part 2: Factors Stimulating and Inhibit-~
ing Unions," Hospital Progress 48 (July 1967) :76-95; Osterhaus, "A
Survey in Four Metropolitan Areas"; Osterhaus, "Union-Management Rela-
tions Change Little"; Metzer, "Personnel Administration"; Hacker,
"Alterr:ative tc Unions."

13gister Mirium Eveline, "Profitable Results of Employee Train-
ing, ™ Hospitals, JAHA 26 (November 1952):107-108; Harger, "Food Service
and Dietetics®; Laird, "Medical Records"; Mannhalter and Silman, “"House-
keeping Man-Hours"; Osterhaus, "Factors Stimulating and Inhibiting '
Unions"; Osterhaus, "Union-Management Relations Change Little";
Metzger, ¥"Personnel Administration"; Copenhaver and Morris, "Training,
Job Enrichment.”

i
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APPENDIX B ~_

OUTPATIENT VISIT TO INPATIENT DAY
EQUIVALENCY RATIOS IN U.S. HOSPITALS

Year Equivalency Ratio@
1965 4.5
1970 v 5.8
1978 5.4

SOURCE: Calculated from figures in American Hospital Association,
Hospital Statistics, 1979 Edition (Chicago: AHA, 1979).

8The equivalency ratio, x, is the number of outpatient visits
such that x multiplied by the average revenue per outpatient visit in
all nonfederal short-term general hospitals equals the average revenue
per inpatient day for those hospitals.
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LIST OF ABBREVIATIONS

AnRpt Adm, Annual report of the administrator (followed by the year of
the report)

AnRpt ChMS, Annualvreport of the chairman of the medical staff

AnRpt Dir, Annual report of the director

AnRpt FVP, Annual report of the first vice—-president of the board of
dire;tors '

’Aant{&Dir, Annual report of thé medical director

’AantfPhyéCh, Annual report of the physician-in-chief

AnRpt Pres, Annual report of the presidenﬁ of the board of directors

AR, Report of the administrator tc the koard of directors (followed by
- the month and the year of the report)

BOD, Minutes of a meeting of the board oF Jirectors
DH, Minutes of a meeting of the department. heads

DR, Report of the director to the board of directors

EC, Minutes of a meeting of the executive committee of the board of
directors .

EC-BOD, Minutes of a joint meeting of the executive committee and the
board of directors ’

"Payroll, " Report to the board titled "Classification of Employees on
the Payroll" '

SR, Report of the superintendent to the board of directors
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