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Organisational change and quality of health care:
an evolving international agenda
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The nature of organisational change in the
health sector
Healthcare reform is now on the agenda of
governments in nearly all industrialised
countries.1 Upward pressure on costs, from
such factors as the consequences of new tech-
nology and rising public expectations, has col-
lided with downward pressure from economic
recession, political unwillingness to increase
taxes, and, in the United States, demand for
ever greater profits from the corporate provid-
ers of health care.
The most frequent response to these pres-

sures is to seek ways of limiting costs. These
have concentrated largely on hospital care as
hospitals continue to consume the largest por-
tion of national health spending2 and it has led
to a range of major changes in how hospitals
are organised.
These organisational changes can be thought

of as falling into three broad categories relating
to developments outside, within, and between
hospitals. The first category considers the
interface between the hospital and its external
environment, seeking to shift patients currently
treated in hospital to other settings. Examples
include transfer of diagnostic procedures and
minor surgery to ambulatory care, substitution
of outpatient care for conditions previously
treated on an inpatient basis—such as chronic
illness, substance misuse, and depression. The
second category considers the hospital’s inter-
nal environment, seeking ways to increase eY-
ciency by redesigning work, changing staV,
reducing inappropriate and thus wasteful care,
and by treating patients in less resource inten-
sive ways. Examples include changes in the skill
mix of staV, substituting workers with less
training for registered nurses, and reductions in
ancillary services, intensive care days, and
overall duration of stay. The third category
relates to the relations between hospitals,
asking whether existing configurations of hos-
pital services oVer the optimal balance between
eVectiveness and eYciency on the one hand
and accessibility on the other. Examples
include mergers of specialist units in neigh-
bouring hospitals, regionalisation of services,
and the development of outreach services.
In theory, all of these strategies oVer scope to

reduce the cost of providing a given package of
care while maintaining, or even improving,

quality. In practice, however, commentators are
increasingly questioning whether this is
happening.3 4 Three main concerns have been
voiced. Firstly, can the proposed changes
deliver what they set out to? For example, is
there empirical evidence that a shift of particu-
lar types of patients from hospital to primary
care can both reduce costs, and at least
maintain quality? Secondly, is organisational
change actually being pursued with the aim of
reducing costs regardless of quality, with man-
agers concentrating on presentation rather
than real changes in quality of care? Thirdly, do
the organisational changes being pursued have
adverse implications for quality of care by, for
example, disrupting existing structures and
relations?
Questions about the evidence underpinning

these strategies form an enormous topic which
cannot be dealt with adequately in the space
available. There are, however, several recent
reviews—such as those listed on the Cochrane
database5—considering specific questions—
such as whether the outcome of care is
improved by centralising specialist services or
whether specific services are best delivered in
hospital or in the community. There are four
main messages from this research literature.
Firstly, it should not be assumed that simply
moving a service out of hospital will reduce
costs.6 Secondly, there are still many gaps in
our knowledge of what does or does not work.
Thirdly, such changes should be actively man-
aged rather than left to happen by default.7 And
fourthly, there are many unresolved issues
about whether policies found to be beneficial in
one setting can be transferred to another.8

Concerns about the pursuit of cost savings at
the expense of quality also will not be dealt
with here, although it is important to note that
the magnitude of change in some countries has
raised fears about undesirable trade oVs being
made. This is most obvious in the United
States where federal and state legislatures have
recently laid down minimum hospital stays
after giving birth and limited the ability of hos-
pitals to perform complex procedures such as
mastectomies as day cases.9–12 These concerns
have also led some commentators to view
strategies such as total quality management or
continuous quality improvement as tools that
are primarily designed to “downsize” hospital
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workforces rather than to improve quality.13

Such concerns are not confined to the United
States, with commentators in Canada14 and the
United Kingdom also expressing concern
about the lack of evaluation of changes.
This paper is consequently confined to the

third of these concerns, that the process of
organisational change has an adverse eVect on
quality of care. To consider this issue, we first
ask whether major organisational change has
actually taken place in leading industrialised
countries and, if it has, whether there are any
common factors that diVerent national organi-
sational contexts share. Secondly, we examine
what is known about how any changes have
aVected diVerent groups within hospitals.
Finally, we explore whether there are reasons to
think that such changes might have implica-
tions for quality of care.

What has happened in practice?
Although the need to introduce change is
accepted in most countries, the extent to which
specific policies have been implemented varies
considerably.
The United States, where the healthcare sys-

tem is dominated by corporate interests in a
way that is unique in industrialised countries,
has undergone the most change. Between 1980
and 1994, admissions per head of population
fell by 26%,with a reduction in duration of stay
of nearly one day, to 6.7 days. This led to a 34%
drop in inpatient days per capita.15 Although
there have been considerable reductions in
capacity, both hospital closures and reductions
in acute beds have lagged considerably behind
the decline in inpatient activity, as shown by the
gradual decrease in hospital occupancy, from
76% in 1980 to just below 60% in 1995.16

Some of the greatest changes have been
directed at the organisation of the hospital
workforce, reflecting the importance of staV
costs, which are typically over half of total hos-
pital operating costs.17 Strategies used include
reductions in the overall number of full time
equivalent employees, and lowering the wage
bill by reducing the skill level of the workforce,
often with selective targeting of nursing
staV.18 19 Increasingly, hospitals are undertaking
major re-engineering programmes in which
previous assumptions are discarded and serv-
ices are rebuilt from scratch.20

Canada has also shifted services out of the
hospital, with a 25% decline in admissions per
head of population since 1980, although the
average duration of stay initially rose from 8.2
to 8.9 days before dropping to 7.8 days in
1993.21 Canadian hospital capacity has kept
pace with these changes and several provinces
have seen considerable declines in hospital
beds of up to 20% during the early 1990s. The
reduction was due in part to the eVorts since
1990 to regionalise.22 As in the United States
and inWestern Europe, outpatient services and
ambulatory surgery grew substantially.
Since 1990 the United Kingdom has

undergone a major programme of health sector
reform encompassing a greater emphasis on
treatment in primary care, changing methods
of working in hospitals, especially in the larger

cities, and rationalising facilities.23 Unlike the
other countries mentioned, admissions to hos-
pitals have risen since 1980, with day surgery
cases jumping dramatically since 1991.24

Interpretation of these trends is, however,
complicated by problems of definition. These
changes have been accompanied by a consider-
able decrease in the average duration of stay.
This increasing activity has taken place against
a background of a reduction of almost 40% in
available beds between 1980 and 1994.
Hospital services in The Netherlands also

contracted between 1980 and 1995. The
admission rate per head of population dropped
substantially, and the average duration of stay,
although still higher than in North America,
decreased by roughly 30%.2 Capacity dropped
sharply after hospital consolidation that led to a
reduction in both hospitals and beds25 similar
to that seen in some Canadian provinces. Out-
patient and day care services simultaneously
rose considerably over this same period.
Germany experienced a growth in bed

capacity in the 1960s and 1970s and the system
of financing in former West Germany during
the 1970s and 1980s led to much higher hospi-
tal admission rates and substantially longer
durations of stay than in comparable
countries.2 Although admission rates were
lower in the former German Democratic
Republic, durations of stay were also long.
Since the 1990s acute hospital beds per capita
have been declining in both parts of Germany,
as has duration of stay.26 Before 1993 hospitals
were prohibited from providing outpatient and
ambulatory care services. Subsequently hospi-
tals have slowly moved to develop expanded
services. Current financing reforms seek to
reduce inpatient activity and shift care to the
outpatient sector.
In summary, major organisational changes

have taken place in hospitals in many countries.
These changes have certain common
features—such as a shift from hospital care to
other settings, restructuring the internal hospi-
tal environment, and rationalising the provision
of hospital care. However, there are also diVer-
ences in both the nature and magnitude of
change. For example, reductions in hospital
capacity seem to have played more important
parts in Canada, The Netherlands, and the
United Kingdom than in the United States. In
contrast, in the United States the characteris-
tics of the hospital workforce has received more
attention than elsewhere.
The common goal of all these countries, to

contain the costs of care, has remained elusive.
Each country has struggled to have healthcare
spending “follow the patient” out of the hospi-
tal and into less expensive sites, or to reduce the
resource intensity with which patients are
treated, thus reducing the rate of growth of
total health expenditures without adversely
aVecting health outcomes. These eVorts have
had limited success. The proportion of health-
care expenditure accounted for by hospitals has
remained high, leading to proposals for even
more radical thinking about the delivery of care
within hospitals. For example, in the United
Kingdom the reduction in beds is likely to
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accelerate considerably in the next few years as
a new system of private financing of hospitals is
introduced.27 This system, which has the
advantage to the government of spreading pay-
ments over many years, is, in the long term,
much more expensive than the existing system,
and as a result most of the proposals under it
will lead to a local reduction of about 50% in
available beds. As a result, it seems likely that
the pace of change in recent years in most
countries is likely to continue.

Who has been aVected by the process of
organisational change?
The delivery of patient care involves a wide
range of staV. In seeking any impact of organi-
sational change on patient care it will be help-
ful to know whether some groups have been
aVected more than others. Abbott has argued
that, in a period of change, those groups that
can classify themselves as professions are able
to appeal to societal values and to constituen-
cies outside the organisation to protect their
working conditions and thus can deflect
pressures for change on to others.28 This would
suggest that, for example, doctors would be
relatively protected.
Evidence of the impact of change derives

largely from the United States, partly because
its organisational changes were earlier than in
other countries,29 but also because the United
States has had a stronger tradition of organisa-
tional research.
This argument was examined in a study by

Leicht et al based on annual returns from
members of the American Hospitals Associ-
ation between 1980 and 1988, when American
hospitals were going through a period of major
restructuring.30 With the numbers of each
employed group as a measure of ability to
withstand change, they concluded that physi-
cians were relatively protected in the face of
mergers, restructuring, and instability whereas
both administrators and, especially, nurses
were adversely aVected. Instability and decline
were also associated with a greater use of nurs-
ing assistants.
More recent evidence has supported the

conclusion that nurses have been aVected most
by the organisational change that has taken
place in American hospitals. Aiken et al have
reviewed data from the annual surveys of the
American Hospital Association and shown
that, between 1981 and 1993, despite an over-
all increase in the hospital workforce of 11.3%,
the number of nurses employed has fallen by
7.3%.31 When examined in more detail this
shows relative stability in the ratio of profes-
sionally qualified nurses to patients, after
adjustment for changing case mix, but a
considerable reduction in nurses without
professional qualifications, giving rise to con-
cerns about the availability of nursing support
staV.
This pattern has also been described by

Brannon, who noted how American hospitals
introduced a system of primary nursing in the
1980s, replacing the earlier team system in
which smaller numbers of professionally quali-
fied nurses would manage others with lower

level qualifications.13 This is, however, now
changing to a system that resembles the former
team model, as professionally qualified nurses
are being replaced by less qualified staV. He
cites an example of one Californian hospital
that sought to reduce its complement of
professional nurses by up to 50%, redesignat-
ing them as “care coordinators”.
The changes seen in the United States are

mirrored, to some extent, in other countries.
For example, in Canada, the nursing workforce
is now much more highly qualified than in the
past, although this has been associated with a
smaller number of middle managers or special-
ist roles, and with a failure of wages to keep
pace with those in other sectors.32 In general,
however, there is much less research in
countries outside the United States.33 34

In summary, the available literature on the
impact of organisational change in hospitals is
largely from the United States. As already
noted, the nature of these changes and the
context within which they have taken place
have been diVerent from those in Europe, with
a much greater part being played by profit
seeking corporations and more emphasis on
restructuring of the hospital workforce than on
hospital capacity. None the less, the much
greater impact of organisational change on
nurses than on physicians is consistent with
what was predicted by theory relating to
professions and it seems likely that nurses will
also be most aVected by changes in other
countries.

Do changes in the nursing workforce
matter?
To answer this question it is necessary to
examine what is known about the relation
between organisational factors and outcome.
Over the past three decades there have been
many publications on correlates of diVerential
hospital mortality, and several organisational
and provider related characteristics have been
found to be associated with diVerential
mortality. For many of these factors, including
teaching status, ownership, size, financial
status, and location, the findings about the
nature and strength of that association have
been inconsistent across studies.35 In contrast,
nurse staYng variables—such as nurse to
patient ratios and nursing skill mix—are
consistently found to be significant correlates
of inpatient mortality.36–39

Although most of this research has focused
on staYng, there is a smaller body of research
suggesting that the relation between staYng
and patient outcomes is influenced by organi-
sational features of hospitals that aVect what
nurses do.
One such study drew on research that had

identified 39 hospitals—so called “magnet”
hospitals—that were widely regarded by nurses
as oVering a good environment in which to
practice nursing,35 that were characterised by
greater nursing autonomy and better relations
between doctors and nurses, and were identi-
fied in a process that explicitly did not consider
outcome. These hospitals were matched with
195 controls sharing the same characteristics.
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 on M
ay 23, 2023 by guest. P

rotected by copyright.
http://qualitysafety.bm

j.com
/

Q
ual H

ealth C
are: first published as 10.1136/qshc.7.1.37 on 1 M

arch 1998. D
ow

nloaded from
 

http://qualitysafety.bmj.com/


After adjustment for severity, the “magnet”
hospitals achieved a significant 4.6% lower
inpatient mortality. This diVerence persisted
after taking into account such factors as board
certification of physicians and availability of
technology.
Other research has strengthened the evi-

dence of a link between professional and
organisational satisfaction and outcome, iden-
tifying improvements in perceived patient out-
come in a culture that was supportive and
encouraged flexibility.40 Organisational and
professional job satisfaction among nurses was
used to predict process measures of quality of
care41 and to diVerentiate intensive care with
apparently good and bad results. This was
done on the basis of certain practices— such as
the presence of a patient centred culture,
strong medical and nursing leadership, eVec-
tive communication and collaboration, and an
open approach to resolution of conflict and
problem solving.42

This evidence provides an empirical link
between professional and organisational satis-
faction among nurses and diVerential hospital
mortality. There then arises the question of
whether such satisfaction has been aVected by
organisational change. Some evidence emerges
from a study undertaken in Beth Israel Hospi-
tal in Boston,Massachusetts between 1993 and
1994. In this period the hospital’s operating
budget fell by 7.5% and two wards were closed.
Although there were no redundancies, 151 of
over 1000 nursing posts were lost. At the same
time there were certain other changes, such as
a pay freeze, but also the introduction of a pro-
gramme of integrated clinical practice that was
designed to improve communication and
career development.43 The authors reported a
decline in most aspects of satisfaction among
nurses over the study period, with low satisfac-
tion most closely associated with perceived
heavy workloads and poor communication.
This evidence is supported by research in

other hospitals undergoing change, both in the
United States44 and in Canada,45 where new
structures and procedures have been shown to
give rise to reductions in staV satisfaction,
many of which reflect diYculties in communi-
cation.
In summary, there is some empirical evi-

dence of an association between organisational
change in the United States and nurse satisfac-
tion, and rather more evidence of an associ-
ation between nurse satisfaction and measures
of quality of care.

Where now?
The changing role of the hospital is one of the
major issues facing health systems in all indus-
trialised countries. Each is examining ways of
reducing the cost of hospital care. In those
countries that have made the greatest changes
there are now major concerns that cost
containment is being pursued at the expense of
quality, with commentators increasingly ques-
tioning the limits to which intensification of
economies can be pursued.
The research base against which policy mak-

ers must make decisions about the appropriate

balance of hospitals and primary care, or about
the nature of the hospital workforce, is
extremely weak, although what evidence does
exist indicates that any adverse eVects are most
likely to be seen by looking at the contribution
to patient care made by nurses. Furthermore,
the limited evidence that does exist suggests
that fears about reduced professional and
organisational satisfaction and their impact on
quality of care, at least in the United States,
may be justified.
What is now needed is a concerted inter-

national research eVort that will seek to answer
these questions.3 In its absence there is a real
danger that decisions will be made on the basis
of what is measurable—such as costs—rather
than quality of care. This could lead to
hospitals becoming pressure chambers rather
than safe spaces for clinical care.

This work draws on discussions held at a meeting held in Bella-
gio,Italy, in November 1996, and was supported by the
Rockefeller Foundation, and on research undertaken in the
United Kingdom as part of a project funded by the NuYeld
Provincial Hospitals Trust.
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