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atient satisfaction is becoming a key

success factor for healthcare providers.!

In response, many hospitals are moving

to pay-for-performance and team-ori-

ented incentive plans. “Gainsharing” is
one of the prominent plans, but the question
remains: Can a gainsharing plan really provide hos-
pital employees with the proper incentives to
enhance organizational performance?

According to a 1995 survey of more than
300,000 healthcare employees, the answer is a
qualified yes,” but little research has appeared relat-
ed to gainsharing and healthcare. This study
sought to determine if gainsharing, as experienced
in a community hospital, might be linked to
patient satisfaction. Data were obrtained from a
longitudinal survey of 16,349 patients at the hospi-
tal two years before and two vears after the installa-
tion of the gainsharing plan. Hospital employees
involved in the plan were also interviewed. A statis-
tical relationship between gainsharing and patient
satisfaction appeared in six of the functional areas
in the facility. No relationship linked overall hospi-
tal patient satisfaction with the plan, however.

Backerounp
First we will define gainsharing, consider the plan
in the context of healthcare, and relate factors
contributing to its success.
Gainsharing Gainsharing is an organizationwide
method of building employee team involvement
using a bonus formula® to reward employees for
improved organizational performance.* Gain-
sharing has been widely researched as a means to
motivate employees.® If implemented properly, it
can provide an organization with improved
employee morale,” enhanced communication,”
and improved productivity and earnings.®

All gainsharing plans developed from the work
of Joseph Scanlon.” The Scanlon plan assumes
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that no one single standard employee bonus for-
mula will apply to all situations. The most com-
monly applied Scanlon plan employee bonus for-
mula (gainsharing vatio = labor costs + sales
value of production) is the result of a firm’s cost
of labor divided by the company’s sales value of
production. The Rucker plan, an alternative,
tracks the value added to a product as a measure
of productivity. The Improshare plan measures
changes in the relationship between outputs and
the time required to produce those outputs.
There are a variety of other custom plans which
borrow from these three.”

Gainsharing in the Healthcare Environment Gainsharing
plans have a history of success in nearly all indus-
tries, but only recently have hospitals become
interested.” Although gainsharing has been much
discussed in healthcare circles, it appears to have
been implemented in few hospitals nationwide.
Markham, Scott and Little* isolated only nine
gainsharing plans in 1991. Barbusca and Cleek”
identified fourteen a few years later. Admini-
strators may be hesitant to implement plans
because hospitals are process-driven organiza-
tions. In order to increase productivity, the pro-
cesses themselves must be changed. It is often
difficult to tie incentives to behaviors which result
in productivity increases and, therefore, reward
employees for the same.

Several factors have created the need for incen-
tive plans in the healthcare industry. Government
agencies, insurers and health maintenance organi-
zations are demanding performance measurement
programs and rating facilities against one another.
As well, healthcare has evolved into a system of
specialties. The resulting compartmentalization
has yielded a decline in employee team effort, in
some instances diminished care, and raised
patient dissatisfaction. Gainsharing holds promise
of remedy.
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Factors Contributing to Gainsharing Success Robert
Masternak,” comparing the gainsharing experi-
ences of seventeen different firms, identified a
number of factors fostering gainsharing. Up
front, he found the more successful plans vtilized
a cross-functional team to design, develop, and
communicate the plan to all employees. Those
facilities which relied solely upon a human
resources department to design and implement
their plans soon found the programs on the brink
of failure. Commitment of employees” seems to fol-
low open communication.”

Departmental, team, and organizational rewards
and recognition can be helpful when linked to plan
goals.® No employee bonus formula is more effec-
tive than another. However, the level of perfor-
mance that must be exceeded to generate a bonus
payout should be perceived as fair and attainable
by participants. Rewards do motivate and change
behaviors, with bonus plans typically doing a bet-
ter job of motivating employees than pay raises or
salary increase plans.” Awards of company stock
have an advantage over cash in that they tend to
increase a sense of employee involvement.® Pay is
best placed near the behavior desired. Therefore,
the more frequent the payouts, the better the
motivation.” It is advisable to implement a plan
when business conditions are favorable, almost
guaranteeing an initial payout.”” Recognition of
individual contributions may disrupt vital team
development necessary to the plan.

Te Hospima

The focus of this study was a full-service, com-
munity-based hospital licensed for 278 beds, but
containing 202 actually open and available. A
recent study, including the Houston Medical
Center facilities, rated the hospital under study as
one of the best in the region in terms of clinical
outcomes.” The major financial indices showed
the hospital to be a well managed, tightly run
facility.*

Organizational Effects of Managed Care In 1994, the
hospital began to experience the effects of man-
aged care, including a migration from inpatient
stays to outpatient procedures, and a reduction of
net revenue due to fee capitation. Hospital units
were closed or combined to lower staffing levels
in both nursing and ancillary departments.
Internal patient surveys linked these changes to
decreasing levels of patient satisfaction. A cross-
functional team was formed in response and rec-
ommended, among other things, the installation
of a gainsharing plan.

The Gainsharing Plan A gainsharing plan, referred to
by the hospital as the Success Sharing Plan (SSP),
was drafted for fiscal year 1997. The process used

HEALTH PROGRESS

to design the hospital’s plan was similar to that
proposed by Masternak.” A cross-functional
design team in the hospital worked on the gain-
sharing plan for two months prior to making
their recommendations to senior management.
Much consideration was given to the financial
status of the hospital and the predicted future of
the overall healthcare environment. The team
reviewed literature about gainsharing plans dur-
ing the design process and learned abour the
motivational power of significant payouts to
employees as confirmed by McAdams.

SSP, as conceived, covered all nonmanagement
employees of the hospital and provided for an
annual employee bonus payout if the budgeted
excess revenue over the expense target was
achieved and a defined patient satisfaction target
was met. This was in contrast to the findings of
McGrath® that frequent payouts are better moti-
vators and counter to Lawler’s™ suggestion that
rewards be offered near terminal behavior(s).

Prior to the implementation of the SST, all
employees attended an eight-hour education ses-
sion developed by a team of 33 staft-level employ-
ees from various departments in the hospital.
These employees, called Service Excellence
Advisers (SEAs), completed an extensive course to
teach, in turn, the patient satisfaction materials.

Table 1

Survey Response Rate by Fiscal Year (July - June)

Year Surveys Mailed Surveys Received " Response Rate
FY 1995 4,464 1,265 28.30%

FY 1996 4,194 1,104 26.30%
FY 1997 3,770 810 21.50%

FY 1998 3,921 987 25.20%
Total 16,349 4,166 24 4B%

To keep up the momentum after the initial
training period, monthly activities highlighted dif-
ferent aspects of good patient care and the rela-
tionship to the gainsharing plan. These activities
were in accordance with the findings of Collins,
Hatcher, and Ross® concerning the importance of
employee involvement. The SEAs were primanly
responsible for maintaining an environment of fre-
quent and open communication, which Rauglas®
found contributed significantly to improvements
in producrivity. The SEAs devoted considerable
time and energy to this effort, and they received
unofficial quasi-management status.

The SSP was implemented for fiscal year (FY)
1997 (July 1996 through June 1997). The hospital
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tracked and measured
only the percentage of
responses to one survey
question: “Would vou
recommend this hospi-
tal to your family and
friends if they needed
hospital care?”™ The
question had four pos-
sible responses, ranging
from “Definitely would™
to “Definitely would
not.” The plan called
for the hospital’s man-
agement to set an annu-
al target for the per-
centage of “Definitely
would” responses. The
plan emplovee bonus payout was tied to the
response level for that particular question. In both
FY 1997 and FY 1998, the patient satistaction tar-
gets were met. However, the excess revenue over
cxpense targets were only met in FY 1997,
Consequently, the percentage payout was at the
maximum level for FY 1997.

HyPOTHESES

This study sought a response to seven different
hypotheses relating to the implementation of the
gainsharing plan (Table 4, p. 48). Hy through
Ha, related to patient satisfaction with six depart-
ments: nursing, housckeeping, food service,
admissions, laboratory, and imaging. H,- was
related to patient overall satistaction with hospital
service(s). All of the null hypotheses presented
posit no difference in the survey question means
between the data before and after plan implemen-
tation.

MEHoDOLOGY

Data were obtained from hospital patient satisfac-
tion surveys collected from discharged patients
over a four-vear period. Employee interviews
augmented the findings of the data analysis.

The Survey Paticnt satisfaction data were collected
using the same instrument between fiscal years
1995 and 1998. The survey instrument was
mailed to each patient within two weeks of dis-
charge. Data were collected two vears prior and
two years subsequent to implementation of SSP,
the hospiral’s gainsharing plan. This analysis was
conducted using 14 of the more than 70 available
questions on the survey. The questions chosen
related to patient satisfaction in the previously
listed functional areas. The survey questions were
constructed using a five-point Likert-type rating
scale with possible responses of “Poor,” “Fair,”
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ata were

“Good,” “Very Good,”
and “Excellent.” The
only exceptions to the
five-point scale were
questions relating to
overall satisfaction with
the hospital.

A total of 16,349
surveys were mailed
with a 24.48 percent
response rate (see Table
1, p. 43). Survey re-
sponse rates for all four
years examined repre-
sent statistically signifi-
cant samples when
viewed as percentages
of total adjusted pa-
tient discharges. An assumption made for the
purposes of this study, given the large size of
the sample, is that the population is normally
distributed.

THE INTERVIEWS

To gain a better understanding of employee per-
ceptions of the incentive plan, interviews were
conducted with 25 individuals from the primary
functional areas who were employed from the
design of SSP through completion of the survey
in 1998. These interviews were used to compare
employee perceptions with the conclusions drawn
from the statistical portion of the study. The
interview guide contained both open-ended
questions and a Likert-like rating scale to ascer-
tain SSP congruence with Masternak’s” findings
of plan success. Participants could provide criti-
cism(s) anonymously or otherwise. The employ-
ces chosen for participation in the interview pro-
cess were from the same departments for which
data were collected and analyzed.

SCOPE AND LIMITATIONS OF THE STuDY

This study is based on the experience of a single,
not-for-profit, community hospital. As docu-
mented carlier, few hospitals in the United States
have attempted gainsharing. Fewer still have the
necessary history of patient satisfaction data to
attempt a valid statistical analysis.

A number of limitations to this study are evi-
dent. First, there is the possibility of inconsistent
communication of the gainsharing plan to
employees, which may have resulted in uneven
plan effectiveness. Second, patients who were
admitted for outpatient procedures, who died
during hospitalization, who were discharged
from the hospital’s behavioral health unit, or
were discharged directly to a nursing home were
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excluded from the survey process. Next, the sur-
vey instrument was administered only in English.
Some Vietnamese and Spanish speakers were
probably omitted. Further, there is the possibility
of confusion among respondents concerning the
functional job categories. Many patients consider
all caregivers nurses, although they might be res-
piratory therapists, pharmacists, nurses, or labo-
ratory technicians. In regard to the survey instru-
ment itself, most of the questions used a five-
point Likert scale. However, questions dealing
with overall patient satisfaction supporting Hy-
relied on a four-point Likert scale. Conclusions
based on a three- or four- point Likert scale may
be less reliable than those based on a five-point
scale, since the five-point scale uses finer distinc-
tions.* Finally, any material change in overall
employee satisfaction during the time frame
might well have resulted in a corresponding
change in patient satisfaction. Although employ-
ce satisfaction surveys were routinely conducted
during the time frame of this study, the survey
instrument itself was changed, losing any chance
of comparability. Consequently, the eftects of
emplovee satisfaction as relates to patient satistac-
tion in this study are unknown.

FinpinGs

Calculated means issuing from the satisfaction
survey were analvzed using the nonparametric
two independent samples test. First, the satisfac-
tion means before plan implementation are com-
pared to the means after plan implementation for
cach hypothesis. Second, the same test is used to
compare each year of the four-year time frame for
cach hyvpothesis. This nonparametric test can be
used for samples that do not come from normal
populations. However, the test assumes that the
two distributions have the same shape, although
not necessarily normal.

The results of the two independent samples
test (see Table 2) do not support the first six
hypotheses, but do support Hy- concerning over-
all satisfaction with hospital service(s). This analy-
sis shows that there is a statistical difference
between the means examined for the two vears of
data prior to plan implementation versus the two
vears after implementation for the first six func-
tional categories. The analysis relating to overall
patient satisfaction indicates there is no statistical
difference in the means of the four years of data.

The z values for nursing, admissions, house-
keeping, laboratory, and imaging services were all
between —5.076 and -5.940. These values indi-
cate a significant statistical difference between the
means in these categories. The analysis of the data
for food services, although still statistically signifi-
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cant, is less so than for the other functional areas,
with a z value of -2.971. The z value for overall
hospital satisfaction of -0.114 indicates there is no
statistical difference between the means of the
pre- and post- implementation data.

Comparison of Individual Fiscal Year Data To compare
the satisfaction means by fiscal vear, the two
independent samples test was used to compare
cach of the four years of data against one anoth-
er to ascertain any differences in means. Table 3
(sce p. 46) includes a summary of the z statistics
and significance levels for the patient satisfaction
data by functional category, pre-plan and post-
plan.

Table 2

Patient Satisfaction Pre-Plan vs. Post-Plan by Functional Category

Functional Category 7 Value Significance Mean Ranks
PrePlan Post-Plan
Nursing 7—5”.808 .006 ! 127‘{ G 736.’.{3
Admissions -5.878 - . 000 ; _1;?63_ = 3@38
Hé@ekeeplng -5.840 -000 12.5{1 = 3950
Laboratory -5.438 .000 13.52 35.48
T k. .
Fooc{Service -2.971 .003 1850 3050
Overall Satisfaction  -0.114 910 24.27 2473

Nursing The data relating to nursing sarisfac-
tion in Table 3 indicates a statistically significant dif-
ference in means between all fiscal years other than
1997 and 1998. The test indicates that there is a
difference in means between the pre-implementa-
tion and post-implementation data, which failed to
support Hy, concerning patient satisfaction with
nursing service. The significance of .225 for the
comparison of FY 97 and FY 98 indicates that there
is no statistically significant difference in means for
the post-implementation years. However, the test
indicates that there is a statistically significant differ-
ence between the means of FY 95 and FY 96,
which were both pre-implementation years.

Admissions When the two independent samples
procedure was used to analvze the data relating to
admission services, the results, shown in Table 3,
indicate a significance level of .686 for the compar-
ison of FY 95 and FY 96. The significance level for
the comparison of data from FY 97 and FY 98 is
.225. These two significance levels indicate no sta-
tistically significant difference in means. However,
the data does show that there is a statistically sig-
nificant difference in means between the FY 95 and
FY 96 pre-implementation data versus the FY 97
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and FY 98 post-implementation data. These results
did not support Hy,.

Housekeeping The two independent samples
analysis of the individual fiscal year data for satis-
faction relating to housekeeping services indicates
a statistical difference between the pre-plan
implementation means versus the post-plan
implementation means. The only two years of
data that did not show any statistical difference
were FY 97 and FY 98 with a significance level of
.488. The test did not support Hy..

Laboratory When the two independent sam-
ples procedure is used to analyze the data for
patient satisfaction relating to laboratory services,
the results indicate a statistical difference between
the pre-plan implementation means versus the
post-plan implementation means. The signifi-
cance level for comparison of FY 95 to FY 96 is
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417, which shows no significant difference, This
is also true for FY 97 and FY 98, which show a
significance of .908. These findings are not sup-
portive of Ha,.

Imaging The results of the fiscal year compari-
son indicate a statistical difference between the
pre-plan implementation means versus the post-
plan implementation means. Fiscal years 95 and
96 as compared with FY 97 and FY 98 show a
statistically significant difference at a level of .000.
These results do not support He.

Food Service When the two independent sam-
ples procedure is used to analyze the data for
patient satisfaction relating to food services, the
results indicate a statistical difference berween the
pre-plan implementation means versus the post-
plan implementation means. The FY 95 data
compared to the FY 96 data returns a z statistic of
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-1.474 with a signifi-
cance of .141 showing
no statistical differ-
ence. The same is true
for FY 97 as compared
to FY 98, with a z sta-
tistic of -1.388 and a
significance level of
165. The results of the
statistical analysis of
the food service data
do not support He.

Overall Patient Sat-

isfaction Comparison
of the individual fiscal
vears overall patient
sarisfaction data using
the two independent
samples test does not show any statistically valid
difference in means. There were no comparisons
between any of the four years of data which did
show a significant difference in means. Accord-
ingly, these results support He-, the hypothesis
that there is no difference between the means of
the data before and after implementation of the
gainsharing plan.
Summary of Statistical Analysis The two different
methods used to analyze the data, comparison of
the two years prior to plan implementation ( 1995-
1966) versus the two vears post-implementation
(1997-1998), and the comparison between cach
individual year, are both in agreement in regard to
the seven hypotheses postulated. As seen in Table
4, the two methods reject the first six hypotheses,
which state that there is no difference between the
means of the patient satisfaction survey for the
years before the gainsharing plan implementation
versus the monthly satisfaction means after plan
implementation. However, both methods accept
H,- because no statistically significant difference in
means could be found.

Employee Interviews Employee interviews
revealed a nearly unanimous perception that SSD,
the gainsharing plan, had increased the levels of
patient satisfaction both in their own functional
arcas and with services of the hospital overall.
Although these perceptions were borne out by
the statistical analysis performed for the function-
al areas, where relationships were found to exist
between plan implementation and satisfaction
increases, it was not found true for the category
of overall patient satisfaction.

It is interesting to note that there were differ-
ences in the number of positive responses related
to plan implementation, communication, and
management support among members of the var-
ious functions represented by the employees

most negative in
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ursing group

interviewed. The em-
ployees in the nursing
group, generally among
the most highly com-
pensated staft positions
in the hospital, were
also the most negative
in their comments.
There were significant
differences of opinion
among the laboratory
employees, whose com-
pensation is also higher
than average, on the
overall effectiveness of
the plan. On the other
hand, housekeeping
and food service em-
ployees, typically the lowest paid employees in
any hospital, seemed very positive about S§P
results. The exception came from the imaging
department. These employees tend to be well
compensated but were also extremely positive
about the gainsharing plan. Although it is diffi-
cult to draw strong inferences based upon the
limited dara gleaned from these interviews, it
seems that the SSP' was both more positively
received and more motivating for employees at
the lower end of the pay scale. This may be true
even though the payout available with this partic-
ular plan is a flat percentage of earnings and
accordingly pays more to employees with higher
carnings. Another mitigating factor may be that
the more highly paid employees are also paying a
higher marginal tax rate and consequently realize
a proportionately smaller net payout, thus pro-
viding less of an incentive.

Differences in management and communica-
tion styles between department directors in the
hospital may provide a clue to these variations in
levels of plan support. As pointed out earlier,
communication plays a vital role in the success or
failure of any gainsharing plan. It is quite proba-
ble that some department directors were more
adept at communication, which may have result-
ed in a more supportive staff.

Summary of FINDINGS

This study has identified links between gainshar-
ing in a hospital serting and patient satistaction.
The data and employee perceptions seem to agree
at critical points.

Survey Results It is apparent from the analysis that
the plan had a positive effect on patient satisfaction
as it related to the basic functional categories: nurs-
ing, admissions, housekeeping, food service, labo-
ratory, and imaging. The statistical significance
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relating to the analysis of data for these functions is
high enough to establish a correlation berween
plan implementation and subsequent increases in
patient satisfaction. The employee interviews
added further credibility to these findings, with
nearly unanimous agreement among those inter-
viewed that plan implementation had had a posi-
tive effect on patient satisfaction. Although the
employees who were interviewed differed consid-
erably in their perceptions about plan communica-
tion and support, the one clear arca of agreement
was that of improvements in patient satisfaction.
The major surprise in the data was the lack of
correlation between the plan implementation and
overall patient satisfaction for the hospital, after
finding a positive correlation for all six of the
functional areas reviewed. First, the survey ques-
tions which were used as a determination for
overall hospital parient satisfaction were based on
a four-point Likert scale instead of the five-point
scale used for all of the other questions analyzed
in this study. A four-point scale does not yield
results as reliable as a five-point scale.®® Had a
five-point scale been used for the overall satisfac-
tion analysis, the results may have shown a differ-
ent relationship with the gainsharing plan.
Second, overall patient satisfaction depends on
many other hospital services than those reviewed
in this study. Although all of the six functional
arcas reviewed showed improvements in patient
satisfaction, other services provided by the hospi-
tal (emergency services, outpatient testing, non-

2000

invasive cardiology, and EEG) were not included
in the survey instrument. Such may have moder-
ated patient responses. Difficulties experienced
by patients in some of these areas may have dilut-
ed the positive effects of the other services.
Employee Interview Response It appears that employees
of the hospital could fairly accurately judge patient
satisfaction changes in their own departments. It
was likely more difficult for these employees to
ascertain changes in overall hospital patient satis-
faction. Tt is clear that managers of the hospital
devoted a significant amount of time and resources
to employee education in patient satisfaction
issues. It is also clear that communication of the
gainsharing plan was a high priority. However,
employee education of patient satisfaction issues
and communication of the plan were handled in
two very dissimilar ways. The education was con-
ducted in a very methodical, controlled manner by
a few employees using carefully seripted material in
groups of 25 to 50 employees. The communica-
tion of the gainsharing plan, however, was left to
department directors and the SEAs, who relayed
the details of the plan to employees in their areas.
This difference in communication methods may
partially account for some of the variations among
the employecs interviewed.

CoNCLUSIONS

The success of this particular gainsharing plan
may be a result of any one or combination of fac-
tors: proper plan design through the input of a
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cross-functional team, motivational impact of the
potential payout, impact of the patient satisfac-
tion education performed by the SEAs, or com-
munication of the plan which engendered
widespread support among the staft employees.
The employee interviews indicated that a poten-
tial pavout was indeed a strong motivational
force, even though the payout was only made on
an annual basis. The interviews revealed mixed
results on whether or not the plan was effectively
communicated. A major unknown factor is the
impact of employee patient-satisfaction training
on the outcome of the satisfaction increases in
the individual functional areas. Did the gainshar-
ing plan provide the impetus for change, or was it
more a factor of improved organizational com-
munication or perhaps a more focused education-
al process? Since the communication and educa-
tional processes are inextricably linked with plan
implementation, the question remains unan-
swered.

Few service organizations have established
effective gainsharing plans, and fewer still have
any data which can be analyzed to determine the
effectiveness of the plan. Very few gainsharing
plans have been implemented in hospitals, and
few, it any, hospitals have successfully linked the
implementation of a gainsharing plan to statisti-
cally proven service enhancements. This study
shows that a properly implemented gainsharing
plan well might positively impact patient satisfac-

tion in a hospital environment. o
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