
Healthcare Management / Quality & Patient Safety

The author’s previous book, Transition to 21st Century Healthcare: A Guide for Leaders and Quality 

Professionals, provides a high-level view of American healthcare as transitioning through a period of 

industrialization, breaking down the fading structures of 20th century healthcare, and paving the way for 

21st century healthcare.

Mapping the Path to 21st Century Healthcare: The Ten Transitions Workbook offers a 

review of the fundamentals of the transitional structure presented in the first book, but shifts its focus 

from concepts to practical application, beginning with an industrialization evaluation that serves as 

preparation for the transitions. This workbook provides a detailed guide to the development and use 

of the ten transitions that are critically important in assessing your organization’s progress in moving 

toward the 21st century healthcare model.

Divided into six sections, the book progresses from establishing a basis for the ten transitions to pro-

viding a deeper analysis of each transition. Section I introduces the concepts that underlie the structure 

and methodology of the book. Section II offers a historical overview of American healthcare that high-

lights the fundamental distinctions between 20th century and 21st century healthcare. 

Section III focuses on the vital role that industrialization plays in revealing the transitions from 20th 

century to 21st century healthcare. Section IV presents the structure of each transition. It describes the 

groups of transitions as well as the categories and characteristics that form the transitions. Section V 

offers an in-depth look at each of the ten transitions and explains how they provide an understanding of 

the movement of healthcare from the 20th century to the 21st century. 

Section VI concludes with an explanation of the value of the generative or guiding and motivating 

metaphors in the transitions formed through the contrast between the 20th century and 21st century 

categories.

ISBN: 978-1-4987-2686-3

9 781498 726863

90000

Mapping the Path
to 21st Century
Healthcare
The Ten
Transitions
Workbook

Scott Goodwin

6000 Broken Sound Parkway, NW 
Suite 300, Boca Raton, FL 33487
711 Third Avenue 
New York, NY 10017
2 Park Square, Milton Park 
Abingdon, Oxon OX14 4RN, UK

an informa business

www.crcpress.com

M
ap

p
ing th

e P
ath

 to
 21st C

entu
ry H

ealth
care

w w w.produc t i v i t yp re s s .com

K25851

G
oodw

in

K25851 mech revised.indd   1 9/18/15   11:17 AM





Mapping the Path
to 21st Century

Healthcare
The Ten

Transitions Workbook

Scott Goodwin



CRC Press
Taylor & Francis Group
6000 Broken Sound Parkway NW, Suite 300
Boca Raton, FL 33487-2742

© 2016 by Scott Goodwin
CRC Press is an imprint of Taylor & Francis Group, an Informa business

No claim to original U.S. Government works
Version Date: 20150820

International Standard Book Number-13: 978-1-4987-2688-7 (eBook - PDF)

This book contains information obtained from authentic and highly regarded sources. Reasonable efforts have been made to publish reliable data and 
information, but the author and publisher cannot assume responsibility for the validity of all materials or the consequences of their use. The authors and 
publishers have attempted to trace the copyright holders of all material reproduced in this publication and apologize to copyright holders if permission 
to publish in this form has not been obtained. If any copyright material has not been acknowledged please write and let us know so we may rectify in any 
future reprint.

Except as permitted under U.S. Copyright Law, no part of this book may be reprinted, reproduced, transmitted, or utilized in any form by any electronic, 
mechanical, or other means, now known or hereafter invented, including photocopying, microfilming, and recording, or in any information storage or 
retrieval system, without written permission from the publishers.

For permission to photocopy or use material electronically from this work, please access www.copyright.com (http://www.copyright.com/) or contact 
the Copyright Clearance Center, Inc. (CCC), 222 Rosewood Drive, Danvers, MA 01923, 978-750-8400. CCC is a not-for-profit organization that provides 
licenses and registration for a variety of users. For organizations that have been granted a photocopy license by the CCC, a separate system of payment 
has been arranged.

Trademark Notice: Product or corporate names may be trademarks or registered trademarks, and are used only for identification and explanation 
without intent to infringe.

Visit the Taylor & Francis Web site at
http://www.taylorandfrancis.com

and the CRC Press Web site at
http://www.crcpress.com



To God for His grace to me in my Lord and Savior, Jesus Christ,

and

to my wife, BJ, for her love and support through the years





v

Contents

Author .................................................................................................... vii

Introduction ............................................................................................ ix

SeCtion i  tHe GUiDe to MAPPinG tHe PAtH 
to 21St CentURY HeALtHCARe

 1 Understanding American Healthcare Development ........................... 3

 2 Seeing the Path Ahead for American Healthcare .............................. 7

SeCtion ii  AMeRiCAn HeALtHCARe DeVeLoPMent

 3 20th Century American Healthcare ................................................. 13

 4 American Healthcare Industrialization ........................................... 21

 5 21st Century American Healthcare .................................................. 33

SeCtion iii PRePARinG to tRAnSition to 21St CentURY HeALtHCARe

 6 Industrialization: Preparing to Transition ...................................... 43

 7 Industrialization Assessment ........................................................... 51

SeCtion iV  MAPPinG YoUR oRGAniZAtion’S 
tRAnSition to 21St CentURY HeALtHCARe

 8 Transition Groups: Organizational, Process, and Cultural .............. 61

 9 Transition Categories and Characteristics ....................................... 65

 10 Transition Assessment Tools............................................................ 71

SeCtion V MAPPinG tHe ten tRAnSitionS

 11 Organizational Transition: Structure—Hierarchy to Complex 
System .............................................................................................. 77
20th Century Hierarchy ................................................................................... 79
21st Century Complex System ......................................................................... 82



vi ◾ Contents

 12 Organizational Transition: Relationship—Transactional 
to Emergent ..................................................................................... 87
20th Century Transactional Relationship ........................................................ 89
21st Century Emergent Relationship ................................................................ 91

 13 Organizational Transition: Leadership—Control to Trust ............... 97
20th Century Control ....................................................................................... 98
21st Century Trust ...........................................................................................101

 14 Organizational Transition: Innovation—Centralized to Adaptive .... 105
20th Century Centralized Innovation ............................................................ 106
21st Century Adaptive Innovation ..................................................................109

 15 Process Transition: Production Method—Craftsman 
to Multidisciplinary Teams .............................................................115
20th Century Craftsman Production ...............................................................116
21st Century Multidisciplinary Team Production ...........................................119

 16 Process Transition: Delivery System—Hospital to Continuum 
of Care ........................................................................................... 123
20th Century Hospital Delivery System .........................................................124
21st Century Continuum of Care Delivery System ........................................127

 17 Process Transition: Information System—Isolation to Network ....131
20th Century Information System Isolation ...................................................132
21st Century Information System Network ....................................................135

 18 Process Transition: Financial— Fee-for-Service to Consumer 
Health Financing ........................................................................... 139
20th Century Fee-for-Service ..........................................................................140
21st Century Consumer Health Financing .....................................................143

 19 Cultural Transition: Professional—Autonomy to Integration .........149
20th Century Professional Autonomy .............................................................151
21st Century Professional Integration .............................................................154

 20 Cultural Transition: Metaphor —Scientific Machine to Complex 
Adaptive System ..............................................................................159
20th Century Scientific Machine.....................................................................161
21st Century Healthcare Complex Adaptive System ......................................164

SeCtion Vi FoLLoWinG tHe MAP to 21St CentURY HeALtHCARe

 21 Signposts and Motivation for the Journey ......................................171

 22 Next Steps .......................................................................................175

References .............................................................................................177



vii

Author

Scott Goodwin, MBA, D.A., CPHQ, LSSBB, has more than 20 years’ expe-
rience as a healthcare quality professional that includes hospital senior qual-
ity leadership positions and quality consulting with multiple hospitals. He is 
currently the owner/chief innovation officer for AWLG Healthcare Consulting, 
LLC. Since 2013, he has been an adjunct professor at New England College in 
Henniker, New Hampshire, where he teaches healthcare quality and Lean and 
organizational ethics. In 2014, he received the Innovator’s Award from the New 
Hampshire Foundation for Healthy Communities, which celebrates extraordi-
nary ingenuity, creativity, and skill in improving health and healthcare access, 
delivery, or quality. Over the past 10 years, he has studied the influences shap-
ing American healthcare organizations and healthcare quality improvement. As 
a result of his studies in these areas, he determined that American healthcare 
is progressing from its current 20th century phase to the 21st century phase by 
passing through a period of industrialization and a series of ten transitions. He 
currently assists healthcare organizations in recognizing these phases within their 
own operations and in supporting them as they map their transitions to 21st 
century healthcare. He is the author of Transition to 21st Century Healthcare: 
A Guide for Leaders and Quality Professionals (CRC Press, 2015).





ix

introduction

Everyone involved in American healthcare today wonders what the future will 
be like. The multitude and magnitude of the changes affecting this vital part of 
American life create a blur that seems designed to resist any attempt to see what 
lies ahead. While acknowledging the inherent dangers in predicting the future of 
healthcare in America, this book offers eyeglasses to see the reference points and 
the tools to map the path that leads to that future. The endpoint in the journey 
has not appeared yet because it is still being created. Recognizing the signs from 
the past and following the paths that lead to the future offer the best hope for 
organizations seeking to move forward on the journey.

The book Transition to 21st Century Healthcare: A Guide for Leaders and 
Quality Professionals (CRC Press, 2015) provided a high-level view of American 
healthcare as transitioning through a period of industrialization, breaking down 
the familiar but fading structures of 20th century healthcare and paving the way 
for the rapidly emerging but unfamiliar 21st century healthcare. A part of this 
view of the overall transitional state of American healthcare included initial guid-
ance in assessing the status of healthcare organizations relative to the ten transi-
tions that appear out of the conflict between industrialization and 20th century 
healthcare. This book offers a review of the fundamentals of the transitional 
structure presented in the first book but shifts the focus to a much more inten-
sive discussion of industrialization, the ten transitions, and the way to use these 
transitions to create a vision to move healthcare organizations into the future. 

For healthcare organizations, the term “transition” has become a familiar 
expression today that points to passage or movement from one state, stage, or 
place to another (Merriam-Webster Online Dictionary). Recognizing that the 
seemingly stable institutions of the past no longer characterize the nature of 
healthcare in America today opens the way to recognizing that transitions define 
the path to the evolving future of healthcare. This future offers hope for health-
care to become the service that takes care of patient–customers in all aspects of 
their lives rather than a healthcare production industry built on costly hospital-
based technology, questionable quality, and limited options. By thinking in terms 
of transitions, the perspective shifts from the fading fortresses of healthcare’s 
past to the natural state of healthcare as a continuously evolving complex system 
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serving the changing needs of patient–customers through innovative processes 
that adapt to deliver higher quality at a lower cost. 

Section I, The Guide to Mapping the Path to 21st Century Healthcare, offers an 
introduction to the concepts that underlie the structure and methodology of the 
book. It provides the rationale for viewing the development of American health-
care through the three metaphors of 20th century healthcare, industrialization, 
and 21st century healthcare as points of reference for understanding and recog-
nizing the path to the future. Building on this structure, it points to the future of 
healthcare as arising out of the unanticipated results of applying industrial qual-
ity to a healthcare industry still based in the 20th century. This industrialization 
process breaks down the structures, values, and traditions of the past and leads 
to the emergence of ten transitions that serve as generative metaphors in the cre-
ation of the new vision of healthcare that leads into the future. 

Section II, American Healthcare Development, offers a historical view of 
American healthcare that highlights the fundamental distinctions between 20th 
and 21st century healthcare and the role of industrialization in the transition 
from one century to the other. Though not intended to be comprehensive, it 
draws on the key aspects of American healthcare history that led to indus-
trialization and the appearance of the transitions to 21st century healthcare. 
Recognizing the three developmental periods in American healthcare and the 
dynamics that shape them leads to the next steps of understanding the industri-
alization of healthcare.

Section III, Preparing to Transition to 21st Century Healthcare, narrows the 
focus to the vital role that industrialization plays in revealing the transitions 
from 20th to 21st century healthcare. Industrialization in the form of industrial 
quality and industrial operational concepts conflicts with the assumptions that 
constitute 20th century healthcare. As industrialization progresses, it breaks 
down the vestiges of the 20th century that remain within healthcare organiza-
tions. This leads to the formation of the ten transitions as the initial images 
of 21st century  healthcare appear, and the final traces of 20th century health-
care that no longer fit begin to fade. This section explains the significance of 
fully implementing industrialization in all areas of healthcare organizations as 
the means for initiating the transition to 21st century healthcare. Without it, 
the transitions may not be recognized, and organizations may fail to progress 
toward the future.

Section IV, Mapping Your Organization’s Transition to 21st Century Healthcare, 
presents the structure of the transitions. This section describes the groups of 
transitions and the categories and characteristics that form the transitions. Within 
each transition, a continuum exists that begins with a category or an important 
aspect of healthcare organizations from the 20th century and ends with a cat-
egory that converts that 20th century aspect of healthcare into a vision or image 
of how it will be in the 21st century. Moving from the 20th to 21st century end 
of the continuum is the basis for the transition, and this movement appears as 
the characteristics of organizations change through transitions. This section offers 
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tools to assess progress through the transitions and guidance in recognizing the 
characteristics of 20th and 21st century healthcare.

Section V, Mapping the Ten Transitions, offers an in-depth look within each of 
the ten transitions and explains how they provide an understanding of the move-
ment of healthcare from the 20th to 21st century. Understanding the ten transi-
tions by contrasting the categories reflecting 20th century healthcare and the 
categories that envision 21st century healthcare pulls back the curtain to reveal 
the past that shaped much of healthcare today and the future that incorporates 
its highest aspirations as expressed within healthcare organizations. The broad 
sweep of this section incorporates the four organizational transitions, the four 
process transitions, and the two cultural transitions. Finally, Section VI, Following 
the Map to 21st Century Healthcare, closes the book with an explanation of the 
value of the generative or guiding and motivating metaphors in the transitions 
formed through the contrast between the 20th and 21st century categories. With 
the metaphors as motivation, the final section encourages healthcare organi-
zations to use the tools and to begin their intentional journey to 21st century 
healthcare.

It may be helpful to think of this book as eyeglasses with three lenses like 
trifocals. As you put on these glasses, they make the blurred, chaotic images of 
healthcare in America clearer by enabling you to see it through the metaphors. 
As you look through one focus on the glasses, you are able to see 20th cen-
tury healthcare and the important aspects that shaped healthcare during that 
period and that continue today. Shifting your focus to the next lens shows you 
the elements of industrialization that are currently working their way through 
American healthcare and creating the environment that brings out the ten tran-
sitions. Finally, as you look up through the glasses, you are able to focus on 
the 21st century, and the future images created by the ten transitions appear.

The terms “leader,” “leadership,” and “position power or positional power” are 
important in understanding organizational changes in healthcare between the 
20th and 21st centuries. The definition for leader in this book is “someone who 
leads” (Merriam-Webster Online Dictionary) as a simple way of indicating that it 
may be what someone does (functional) or what someone is. “Position power” 
and “positional power” in this book refer to “authority and influence bestowed by 
a position or office on whoever is filling or occupying it” (BusinessDictionary.com). 
“Manager” and “management” or the specific title (e.g., CEO) will refer to “some-
one who is in charge of a business or department” (Merriam-Webster Online 
Dictionary) by the position that they hold. “Administrator” is often used to des-
ignate the top management position in a hospital and “administration” is used 
as a term for the top management of a hospital. In the leadership transition, an 
additional perspective on leadership referred to as “relational leadership” will be 
presented (Uhl-Bien 2006).

As a new set of glasses, this workbook offers you a new perspective on 
American healthcare that gives you greater insight into what is happening 
and helps you to see the paths that lead to the future. Using the new trifocal 
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perspectives, you can understand the origins and the transitions occurring in 
American healthcare and begin to participate in the realization of the 21st cen-
tury healthcare that we all aspire to achieve. This workbook serves to focus your 
attention on those areas of healthcare and healthcare organizations that are most 
useful for you to consider for your own understanding of healthcare and for the 
work of helping healthcare organizations to progress into the 21st century. Please 
put on your glasses, and join me as we map the path to the future of American 
healthcare.

Scott Goodwin



itHe GUiDe to MAPPinG 
tHe PAtH to 21St 
CentURY HeALtHCARe
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Chapter 1

Understanding American 
Healthcare Development

It may surprise you, but making sense of American healthcare today requires 
metaphors. You probably noted in the title of the book terms like “mapping,” 
“path,” and “21st century.” These are metaphors. Taking these familiar terms that 
usually refer to people finding their way and applying them to healthcare create 
a new perspective for you. As you looked at the title, you may have read “health-
care,” but you also read “mapping” and “path,” which you do not usually asso-
ciate with healthcare. The familiar images of maps and paths brought to mind 
past experiences or thoughts of yourself looking at maps to try to find the path 
to a destination, and you applied them as metaphors to 21st century healthcare. 
You applied your sense of mapping and paths and created a mental image that 
made sense to you. That is essentially how metaphors work to help us interpret 
our world and healthcare. Now that you know what metaphors are—the applica-
tion of familiar words, concepts, and images to something else that is unrelated 
in order to use that familiarity to interpret and create new understanding (Lakoff 
and Johnson 1980; Goodwin 2013)—you are ready to use them to explore the 
map of healthcare and to find the path to the future.

In this book, as in my previous book, an important metaphor is the word 
“transition” applied to organizations so you can visualize changing over time 
from one state to another. By using the word “transition” as denoting change 
over time, it brings to mind images of other things that change over time such as 
children or plants, and you apply those images to the idea of healthcare orga-
nizations. Transition in this case, then, refers to the development of American 
healthcare from one state to another.

In the case of the transition of healthcare organizations, it starts in the time 
roughly between 1900 and 1999 that we commonly call the “20th century.” The 
end of this particular transition is sometime in the future that falls within the 
period we can call the “21st century” or prior to January 1, 2100. In your mind, 
then, you can imagine healthcare organizations as transitioning or changing 
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between these two periods. To simplify it, when I refer to “20th century health-
care,” I am referring to healthcare organizations with characteristics common 
in the 20th century. When I refer to “21st century healthcare,” I am referring to 
healthcare organizations as they will be in the future. These metaphors help us 
to talk about healthcare because they enable us to think about large, complex 
things using simple phrases that we understand.

I realize that using a phrase like “20th century” to talk about organizations 
that were part of that century or that reflect characteristics of that century com-
bines a multitude of important and unique things under a common phrase. This 
is part of the value and danger of metaphors. By applying a familiar expression 
like “20th century” to healthcare organizations, it brings to mind the nature and 
characteristics of healthcare organizations during the period without having to 
name all those characteristics individually. This makes it much easier to talk 
about the nature of organizations in that period. At the same time, it lumps many 
things from the period together that are very different. To help with this possibil-
ity, I provided specific chapters on 20th and 21st century healthcare to clarify the 
particular aspects of each century’s healthcare that the metaphor encompasses.

Another important part of using the familiar 20th century as a metaphor for 
healthcare during that period and 21st century as the metaphor for healthcare in 
the future is the way that phrase makes you feel and gives you a sense of direc-
tion. You may have had personal experiences that occurred in the 20th century 
that come to mind when you think of that period. Some of those memories may 
be about healthcare. You may remember a particular physician who managed 
your healthcare as part of a close personal relationship. The image of a personal 
relationship with an individual physician who treated you in the office or hospi-
tal and perhaps came to your home represents the image many people associate 
with American healthcare in the 20th century. By using 20th century healthcare 
as a metaphor, images like this may come to your mind and help you to under-
stand the changes occurring in healthcare in a richer way.

In the same way, by using the image of 21st century healthcare, different 
feelings and mental images come to mind. Though the future is unknown in a 
total sense, you can project current trends into the mists ahead and see what 
may be likely. Most of us would agree that the close personal relationship with 
an individual physician that characterized the 20th century is not likely to be the 
same for the 21st century. In place of the individual physician relationship of the 
past, you may associate a recent healthcare experience with new technology and 
with many different types of professionals managing your care as 21st century 
healthcare.

By placing the two metaphors of 20th and 21st century healthcare side by side 
in this book, the metaphors enable you to begin to recognize how they are dif-
ferent. Through your experiences that occurred during the two periods, you may 
also have feelings and memories that help to shape your understanding of the 
differences. You also have a strong sense of the direction of healthcare. You see 
20th century healthcare as the past and what remains of it as old or fading. You 
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recognize 21st century healthcare as the future. By placing these two metaphors 
together, you can feel the past slipping away and the pull to the future, and you 
experience in your mind the transition of American healthcare as personal and 
real.

Once you have in your mind the sense of the transition of American health-
care from the 20th to 21st century, there is one other metaphor that helps to 
make this transition meaningful by answering the question “why.” When you see 
changes around you, you try to figure out why the changes occurred. Changes 
such as transitions usually happen because something sets them in motion. The 
word “industrialization” will serve as the metaphor for influences that set the 
transition of American healthcare in motion and to describe the period in which 
it influenced healthcare. As you think about industrialization, you probably go 
back in your mind to your classes in school and pictures of iron blast furnaces 
glowing in dark factories with chimneys belching smoke. Placing those images of 
the Industrial Revolution in the midst of healthcare images can be startling and 
disorienting. Though the metaphor of industrialization as applied to healthcare 
is not about iron furnaces, your sense of disorientation in trying to apply it to 
healthcare is actually useful to help you understand how industrialization is the 
source of the transition between 20th and 21st century healthcare.

If you think of the 20th century as the past and the 21st century as the future 
of healthcare, the industrialization period is happening now. Beginning in the 
1980s and continuing into the near future, industrialization serves as the reason 
that 20th century healthcare is breaking down and fading away, and 21st century 
healthcare is taking shape and becoming clearer. This metaphor of industrial-
ization signifies the introduction into American healthcare of the concepts and 
methods that transformed American industry in the 1980s and 1990s. In simple 
terms, this metaphor is about changes in American healthcare produced by 
introducing industrial techniques for measuring and improving quality and for 
reducing costs. The motivation for introducing industrial quality methods into 
healthcare resulted initially from the high costs of healthcare and secondarily 
from questions about quality. In the 1980s, questions about costs drew blank 
stares from American healthcare, and questions about quality drew loud protests. 
No one seemed to have answers. Since American industry found ways to reduce 
costs and improve quality to compete with Japan in the 1990s, the answers from 
industry became the route for the industrialization of healthcare that continues 
today. 

The introduction of industrialization into healthcare came only after no other 
options appeared, and costs continued to rise to the point that people were will-
ing to try whatever might work. By introducing industrialization into healthcare, 
however, the essential nature of American healthcare as it developed in the 20th 
century began to change. Though it is still in its early stages, industrialization 
breaks down the basic assumptions underlying 20th century healthcare because 
they are inconsistent with industrial methods. To achieve cost reductions and to 
improve quality, the structures, practices, and values of 20th century healthcare 
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must change. Since 20th century healthcare remains the metaphor for most of 
American healthcare, this represents a significant change and the reason for the 
transition to 21st century healthcare. As industrialization advances in healthcare 
organizations across America and breaks down the essential structures of 20th 
century healthcare, it sets in motion the transition to 21st century healthcare.

The metaphors of 20th century healthcare, industrialization, and 21st century 
healthcare serve to define the basic structure for understanding what is hap-
pening in American healthcare as it transitions from the 20th to 21st century. In 
Chapter 2, the focus shifts to the important active role of metaphors in the tran-
sition process. Using the three period metaphors already discussed as contexts, 
other metaphors serve to motivate and guide healthcare organizations as they 
seek to make the transition. They map the path to the future by describing spe-
cific changes in organizations as they move through the transition and work to 
achieve the vision of 21st century healthcare that is just beginning to appear.
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Chapter 2

Seeing the Path Ahead 
for American Healthcare

Making the changes required to become a 21st century healthcare organization 
requires metaphors that provide the images or vision of what this looks like to 
motivate and guide the changes (Morgan 1993, 2006; Goodwin 2013). For most 
organizations, the current environment in healthcare is changing so fast that they 
rarely have time to consider something as seemingly remote as a distant concept 
of 21st century healthcare. In reality, however, the industrialization of healthcare 
occurring now portends the arrival of 21st century healthcare, and many organi-
zations may not be ready for it. Choosing not to be ready when the future arrives 
can be an organization-ending decision.

Mapping the path to 21st century healthcare has become more difficult 
because of all the noise, activity, and competing perspectives that create confu-
sion, disorientation, and an inability to see which paths to take. Healthcare incor-
porates so many facets of life in America that the complexity overwhelms most 
attempts to try to understand what is happening or where to go. Industrialization 
serves as the catalyst for the transition of American healthcare from the 20th 
to 21st century and offers a focal point for discovering the way forward in 
healthcare.

Industrialization did not occur as part of a great plan to improve healthcare. 
The infusion of industrial quality and concepts into healthcare occurred because 
there were no other options for dealing with the costs and quality issues of 
healthcare. With industrialization active in healthcare and spreading, the effects 
of this treatment are more extensive and more transformative than many antici-
pated. Industrialization breaks down 20th century American healthcare by chal-
lenging the assumptions that underlie it as inconsistent with industrial concepts 
and processes. As industrialization challenges and replaces the traditions, prac-
tices, and values of 20th century healthcare, specific areas in healthcare organiza-
tions begin to transition to another state. Using these transition areas as guides 
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enables healthcare organizations to identify the paths to the future and to begin 
to see the images of what that future will be. 

Metaphors offer the means for translating the transformation of 20th century 
healthcare through industrialization into meaningful visions of the key areas of 
change that create the path to the future. By framing the changes occurring in 
healthcare as ten transitions, this book offers organizations a way to focus on the 
key aspects of change and provides the means for assessing their own progress 
toward the future. The ten transitions use metaphors to frame the movement 
between the current states of healthcare organizations and what they will be like 
in the future. 

The starting point for each of the transitions is a key aspect of 20th century 
healthcare. The destination for each transition is the same aspect as it may be 
in 21st century healthcare. These key aspects or categories for each century are 
metaphors that depict the aspect as it existed in organizations in the particular 
century. For example, the first transition is organizational structure. The 20th cen-
tury category for organizational structure is hierarchy. Hierarchy is a metaphor for 
organizations that organize in a vertical bureaucracy with positions of power at 
the top of the hierarchy and the rest reporting to them. The 21st century category 
for organizational structure is a complex system. A complex system is a metaphor 
for organizations that consist of many individuals connected through informa-
tion systems that coordinate their activities as semi-independent agents based on 
common values and mission.

The importance of the ten transitions is that they provide a sense of direction 
for organizations working to understand what is happening to them and where 
they are going in the future. Healthcare leaders and organizations often lack 
consensus on the direction of healthcare or their organizations, and this prevents 
many organizations from moving forward. Using the structure of the transitions, 
the sense of direction comes from the 20th century metaphor as clearly desig-
nating the past and the 21st century metaphor clearly designating the future. By 
placing these metaphors side by side, the effect is to create a generative metaphor 
(Schön 1979; Barrett and Cooperrider 1990; Goodwin 2013). Generative meta-
phors present a duality in which the names of the metaphors offer a clear sense 
of the relationship of the two. In this case, the 20th and 21st century metaphors 
clearly designate the past and the future. This comparison offers a sense of the 
direction of the transition of healthcare from the past to the future.

This generative metaphor effect continues with the categories. As illustrated 
above, the organizational structure transition aligns the category of hierarchy 
with the 20th century. The category of complex system aligns with the 21st 
century. The structure of the transitions displays the metaphors of the 20th and 
21st century and the categories for each century side by side. This configuration 
makes the direction of the transition clear. By using these metaphors arranged in 
these formats, the transitions serve to create generative metaphors pointing to the 
future to enable organizations to build consensus on the direction forward and to 
motivate employees to pursue the goal of achieving 21st century healthcare. The 
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ten transitions as generative metaphors unite people in organizations by encour-
aging consensus that supports organizational change and a common sense of 
direction. 

Through this structure of the duality of generative metaphors and specific 
categories of changes, the transitions reduce the complexity of healthcare to a 
relationship between the 20th and 21st century and between two representative 
categories. Reflecting on the 20th century images as the past that is fading and 
recognizing the 21st century as the future that is coming into view, organiza-
tions gain the direction they need to build the future. In this way, the transitions 
serve as generative metaphors because they result in a sense of direction that can 
guide and motivate organizations in their efforts to achieve 21st century health-
care. The power of the generative metaphor lies in the creation of a new sense 
of knowing what to do and where to go (Schön 1979).

Specific chapters in the book describe in detail the ten transitions and the use 
of the generative metaphors. The transition assessment charts use the structure 
of the centuries and the categories to guide organizations in identifying specific 
characteristics that align with that century and the category. Once organizations 
have identified the characteristics in their own organizations that reflect the 20th 
and 21st century category, they can assess whether they are progressing toward 
the goal of 21st century healthcare or are remaining attached to the past. With 
this insight and the awareness of the importance of preparing for the future, the 
organization can strengthen the consensus on the path ahead for achieving 21st 
century healthcare.
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Chapter 3

20th Century American 
Healthcare

As you think about your own experiences in healthcare and healthcare orga-
nizations, you may be like many Americans today who characterize healthcare 
as broken, fragmented, and irreparable. Using your newly acquired glasses with 
special lenses, however, you have the ability to see the reality of American 
healthcare as transitioning through clearly identifiable stages of development. 
This provides you with insights into why it functions the way it does and what it 
will look like in the future. You are now prepared to see the three developmen-
tal periods for American healthcare as two centuries and an intermediate period: 
20th century healthcare, 21st century healthcare, and a period between and over-
lapping the centuries that can be described as a period of industrialization. The 
first developmental period is the 20th century encompassing the period between 
1900 and 1999. During this century, aspects of healthcare were developed that 
ultimately led to the industrialization phase that followed. Healthcare entered a 
period of industrialization beginning in the 1980s and continues at the current 
time. Industrialization challenges 20th century healthcare in the way healthcare 
understands itself and operates, and this creates dramatic differences between 
the past and the future. Finally, 21st century healthcare has begun but only exists 
today in its earliest forms. The actual start date may not be discernible until some 
years in the future. The 21st century period represents American healthcare as it 
emerges out of the industrialization phase and begins to demonstrate very dif-
ferent characteristics because of the interaction between 20th century healthcare 
and industrialization (Goodwin 2015). 

Focusing initially on the 20th century offers a developmental perspective on 
American healthcare that identifies four key elements during this period that 
prepared the way for the industrialization phase that follows. In describing 20th 
century healthcare, the four aspects that are important to the development of 
the industrialization phase are professionalization of physicians, emergence of 
technology exemplified by the hospital, the central role of the paper medical 
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record in shaping healthcare organizational processes, and, finally, insurance as 
the basis for payment for healthcare services. Each of these was developed in 
American healthcare during the 20th century and contributed to the eventual 
introduction of industrialization into healthcare.

It may seem simplistic to think of reducing 20th century healthcare down to 
four essential aspects, but this actually makes sense within the context of the 
unique character of healthcare. The basic activities of healthcare occur thousands 
of times a day in hospitals, doctor’s offices, clinics, laboratories, and other sites. 
Even the smallest change in the way healthcare operates or functions when it is 
widely communicated becomes transformative. This is why the four elements that 
are fundamental to 20th century healthcare can provide the basis for understand-
ing healthcare’s development and its current transitional processes (Goodwin 
2015).

With new glasses firmly in place and looking through the lenses of the 20th 
century, look at your healthcare experiences and the organizations you are famil-
iar with, and consider the four elements as they appear to you beginning with 
the central role of the physician in 20th century healthcare.

It would be difficult to miss the 20th century physician as a white-coated male 
or female who is the central figure in any healthcare organization but particu-
larly the hospital. Everyone you see is focused on this individual and looking to 
this person for information and direction. Writing orders by hand in the medical 
record in a script that may be difficult to decipher and documenting notes on 
the patients he/she has seen, the physician creates the processes of care through 
his/her orders and notes. Waiting for orders is a typical part of the care process 
because nothing happens apart from the orders. The only questions concern-
ing the orders by the physician are for clarification since the physician is the 
only person licensed by the state medical board and privileged by the hospital 
medical staff to write orders. Nurses taking care of the patients quickly read the 
orders, and the chain of communication moves from the nursing station on the 
patient care unit to the pharmacy for medications or to the laboratory for speci-
mens or to radiology for testing.

There is no discussion about the costs resulting from the orders. Whether 
the patient’s care is $500 or $1 million, the individual physician’s order drives the 
economic as well as clinical process. The hospital operates on the orders of the 
physician. They are the fuel if you consider a hospital similar to a production 
facility. All of the technology, support staff, and care resources await the physi-
cian’s orders to go into motion.

The patient is not a part of the physician’s orders except to the expected 
compliance in supplying information or following instructions. Enculturation of 
patients to defer to white coats and physicians begins early in life, and patients 
understand that the physician knows what is best for them, and their life and 
health depend on following the physician’s orders. The nursing staff assures 
noncompliant patients that the physician knows what he/she is doing, and the 
patient’s best hope for recovery lies in agreeing to whatever the physician orders.
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The handwritten notes that the physician documents in the paper medical 
chart become the basis for interpretation of the patient’s condition and for the 
next steps in the care process. The notes serve as the basis not only for the care 
of the patient but also for the charges that the hospital will send to the insur-
ance company, if the patient is insured, or to the patient if there is no insurance. 
Coders in the hospital carefully review all the information that the physician docu-
ments and use them to develop the charges for the patient’s care. For many agen-
cies and payers, only the physician’s orders and notes represent the true status of 
the patient and the description of the services rendered during the hospital stay.

Through your special lenses for seeing 20th century healthcare, you see the 
physician in a leadership role in the medical staff. The medical staff ostensibly 
reports to the board of the hospital, but it is hard to miss the significant organiza-
tional influence that the medical staff exerts as it conducts its business. Members 
of the medical staff elect their own officers who represent them to the admin-
istration and board of the hospital. Obtaining privileges at the hospital requires 
the medical staff review of a physician’s credentials and a vote of approval of the 
medical executive committee and board. When they become members of the 
medical staff, physicians agree to abide by the medical staff bylaws, rules, and 
regulations. Only those policies implemented by the hospital and approved by 
the medical staff apply to the members. In all regards, however, the licensure of 
the physician serves as the basis for making decisions about the care of patients, 
and only a peer physician who has the credentials can evaluate the practice of 
another member of the medical staff.

As you look at the physician with your 20th century vision, you see this indi-
vidual in meetings with hospital administration and in the community. Wherever 
the physician appears, the conversation and flow of activities change based on 
the physician’s comments and demeanor. The ability of the physician to control 
resources not only in terms of clinical care but also in terms of operations of the 
hospital and the way businesses operate in the community translates into enor-
mous economic power and influence at all levels of the community. Physician 
schedules and preferences shape hospital workflows and processes. Hospitals 
design and adapt waiting rooms, support staff, office space, and equipment 
around individual physicians.

As you observe the 20th century physician through your new glasses, you 
are able to see the unique role of this individual and this profession in American 
healthcare during this period. You see that the design and operation of American 
healthcare in all its dimensions from the individual order written by hand in the 
medical record to the whispered advice to high officials to reject national health 
insurance were shaped by professional physicians in the 20th century. You are, 
therefore, not surprised as you glance through the industrialization portion of 
your glasses and recognize the physician as the center of the controversy over 
the next phase of American healthcare development (Starr 1982).

Shifting your focus from the physician to the world he/she commands, you 
recognize the hospital of the 20th century. You remember that healthcare started 
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out in the home as the physician came to see the patients who could pay for 
services, and the family took care of the ill and injured after the physician left. 
Only the poor who were deemed worthy could receive care in the hospital. With 
the advent of new technology in the form of anesthesia, aseptic surgery, x-rays, 
and laboratories, physicians found that the cost and difficulty of setting up equip-
ment in homes required that this technology be delivered in its own unique facil-
ity (Howell 1995). With no other appropriate locations available, the technology 
appeared in the hospital as physicians encouraged the governing board to pur-
chase, staff, and operate these new marvels of engineering and science, and the 
physicians provided the patients. As new technology produced better outcomes, 
physicians persuaded their patients to gradually move from their homes to the 
hospital. In this way, technology not only transformed the care process but also 
led to the centrality of the hospital as the site and source of care. The transition 
from home to hospital represents a significant change in healthcare in the 20th 
century that leads to serious repercussions in the future (Rosenberg 1987).

Once the technology of healthcare found a home in the hospital, the hospi-
tal found itself, along with the physician, at the center of American healthcare 
throughout the 20th century. This partnership between physicians who ordered 
and controlled the technology and hospitals that purchased, operated, and main-
tained it characterized the American healthcare experience throughout the cen-
tury. Building hospitals became the equivalent of delivering healthcare because 
physicians trained to practice medicine with hospitals needed the facilities, and 
state and federal funds built hospitals wherever the population reached certain 
levels in the middle of the 20th century (Rosenberg 1987).

As you look through your 20th century lenses, you recognize the operating 
rooms, radiology equipment, and laboratories as all familiar parts of the hospital 
of the period. The central role of the hospital as the place to obtain healthcare 
seems exactly right. The partnership of the physicians and the hospital typi-
fies the delivery of healthcare, and all the services and physicians that patients 
need are associated with the hospital. As you survey the scene, there is noth-
ing unusual in outpatients and inpatients side by side vying for the same equip-
ment and waiting for the same tests in the hospital. Waiting rooms abound for 
people waiting for tests or results or to see the physician, and none of that seems 
unusual. There is no real sense of the hospital as only being for the very sick. 
You know that the very sick go to the hospital, but you recognize the hospital as 
a 20th century healthcare production facility for outpatients as well. Cost is not 
a consideration, and the technology to perform the testing is all at the hospital 
along with the specialists who perform the procedures and interpret the results.

Shifting your eyes up to the industrialization lenses, you are surprised to see 
fewer outpatients and inpatients in the holding areas and waiting rooms than 
from the 20th century perspective. Your focus shifts to outpatient facilities outside 
of the hospital, and you find that the waiting areas have more people. It is clear 
between the 20th century perspective and the industrialization view that hospi-
tals lost some of their patients to outpatient facilities that were more convenient 
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and less expensive. You begin to think that the industrialization process with its 
focus on cost, quality, and convenience of patients could lead to fewer patients 
in the hospital. The technology is the same, the environment is much friendlier, 
and the cost for the procedures is lower. You intend to remember that when you 
decide to do a deeper dive on industrialization.

Through your 20th century lenses, the paper medical record looks very 
familiar to you. It is like a chair, table, or any common article in the hospital. 
You watch the physician writing in the record, and it all looks the way health-
care is supposed to look in the hospital. Surely the medical record is not part of 
the problem that led to industrialization. The role of the medical record in the 
delivery of care represents an important aspect of 20th century healthcare that 
only recently began to change. The hospital medical record began as the pri-
vate notes of the physician making rounds in the hospital or written orders left 
for hospital staff. Over time, the role of the handwritten orders and the notes 
about patients evolved to become the official documentation of the patient’s care. 
By 1919, the American College of Surgeons, as part of the Minimum Standards 
Program, required that “accurate and complete records are to be written for all 
patients, easily accessible with specific content” (American College of Surgeons 
2006). It not only guided the care of the patient and the doctor’s assessment of 
the patient’s progress, but also, as paying patients increased in the hospital, it 
became the basis for hospital charges to the patient. Long after most industries, 
particularly industries as technology heavy as healthcare, moved to computer 
information systems, healthcare refused to give up its handwritten paper medical 
record. The continuance of the medical record at the insistence in many cases of 
the physician reaffirmed the preeminence of the physician in the hospital and the 
principal defenders of the status quo. 

Though the paper medical records seem perfectly normal in your 20th century 
lenses, you know that it is an iconic image of the paradox of American health-
care. The significance of the paper medical record in the hospital lies in its effect 
on the workflows and the structure of hospital clinical processes. Vital patient 
information needed by everyone involved in the care of patients rests in the sin-
gle paper medical record. The inability of the staff to access the record or to find 
it in certain cases and to be able to interpret the physician’s handwriting signifi-
cantly affected the delivery of care to patients. The handwritten medical record 
served as a cornerstone of the workflow of the individual physician and repre-
sented the ability of professional staff in many instances to retain less efficient 
work processes due to personal preference or simply lack of interest in changes.

As you turn your head and look through your industrialization lenses, you 
become aware of the presence of computers everywhere you look in healthcare 
facilities. You see physicians sitting at terminals and typing on keyboards. This 
represented a significant shift from the defense of the paper medical record to 
the proliferation of computers and electronic medical records as part of govern-
mental incentives and efforts to reduce injuries and errors. Workflows changed 
painfully with computers, but they expanded the ability of more people to access 
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information and to be engaged in the care of the patients. Multiple disciplines 
accessing the patient’s medical record simultaneously promoted the capability for 
team interactions and sharing information. You can tell that this new connectivity 
and communication offer real advantages for the future.

Looking through your 20th century lenses, the use of insurance to pay for 
healthcare seems very familiar. Insurance as a means for paying for physician 
and hospital care is a notable characteristic of 20th century American healthcare 
and had always been a part of your experience. 

With the hospital as the home for healthcare technology, physicians began 
to encourage their patients to go to the hospital for care. The costs of hospital 
care rose as the cost of technology increased, and patients struggled to find the 
means to pay for the care that now seemed very attractive. This became particu-
larly acute during the Depression era of the 1930s, and patients needed new ways 
of managing payments. The American entrepreneurial spirit rescued healthcare 
with the idea of prepayments for hospital services to guarantee the availability of 
services in the event of illness or injury. This payment model supported the view 
of hospital services as a routine part of healthcare and prepayment as an accept-
able way to finance it. The move from the prepayment of hospital services to 
healthcare insurance represented a reasonable progression also supported by the 
American entrepreneurial drive. Individuals and families received hospital insur-
ance coverage as a benefit of employment and did not directly pay for hospital 
care or have to worry about shopping for services they could afford. Hospitals, 
insurers, and employers worked it all out (Thomasson 2003; Starr 2011).

As you observe the way healthcare functions in the 20th century through 
your special glasses, you see the relationship among hospitals, physicians, and 
employer-sponsored insurance as a very reasonable and smoothly operating sys-
tem. Patients really have no worries as long as their employer-sponsored health-
care covers the services they need. The insurer, the hospital, and the physicians 
work out all the arrangements without ever requiring the patient to be involved 
in the discussions. The payment mechanism is a card that the patient shows like 
a credit card, but there is no bill later as the insurer pays the hospital or the phy-
sician. The patient usually has no idea what the costs are for the services or how 
much each provider is paid. You also see many people who do not have insur-
ance at work having difficulty paying for care and many who were unable to 
obtain insurance due to preexisting conditions (Stevens 1999). You also recall that 
it was only in 1965 that Medicare was implemented, and the elderly and the poor 
finally had access to healthcare insurance.

A quick glance through the industrialization lenses brings to light a new 
reality of high costs for healthcare that seem to increase continuously particu-
larly for Medicare. Employers are reducing the insurance coverage they provide 
employees to reduce cost increases, and insurers are creating ever-smaller net-
works of providers to reduce costs. You notice patients asking about costs and 
shopping for cheaper healthcare as the most significant change between this 
new period and the 20th century. You find this puzzling because in the 20th 
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century, the physician directed patients to the place where they should get care, 
and patients did not concern themselves about cost. With the new policies, the 
patient has become responsible for a significant portion of the cost, and shop-
ping for cheaper prices has become a part of the healthcare process. Patients as 
paying customers appear to be a new role emerging out of the industrialization 
process as a means that employers and the government are using to reduce costs 
(Bernard 2014).

As you consider your experiences in looking at healthcare through the 20th 
century lenses of your special glasses, you recognize that the institutional sta-
bility of healthcare during the period covered over serious issues. Though the 
physicians and the hospital-based delivery system appeared to function well in 
meeting the needs of patients and the community, many of the structures and 
practices supporting healthcare carried within them problems that would contrib-
ute to the breakdown of the system.

The unique professional status of the physician meant that there were very 
few checks on the individual practitioner. Quality and costs were based on the 
prerogative of the individual physician with little oversight or even awareness 
by anyone else of the potential for problems. The physician’s role in the hospital 
and in the community and ability to order services without regard for costs led to 
decisions about care based on personal preferences and practices that tended to 
produce excessive costs and lower quality. 

The hospitals, like the physicians, established pricing and services that maxi-
mized revenue with little oversight related to costs or quality. As long as insurers 
paid for the costs of care, hospitals purchased new technology and used it when-
ever the physician ordered it without regard for frequency or costs. Hospitals 
acquired new technology to attract physicians and patients by publicizing the 
latest and greatest technology as the basis for high-quality care. 

At the behest of physicians, the paper medical records lingered as the emblem 
of healthcare’s resistance to changes in clinical process. This one document 
strengthened the position of the individual physician by reducing access to infor-
mation to only what the physician documented by hand. This less efficient and 
potentially harmful form of documentation continued despite the availability of a 
better method for documenting care and sharing information. By limiting access 
to information, the paper record reduced the ability of hospital staff to coordinate 
care.

Finally, the insurance payment process sets in motion a variety of factors that 
ultimately led to the distortion of healthcare charges and payments and reduced 
the ability to link payment to actual costs. Arcane negotiations among insurers, 
physicians, and hospitals led to charges and payments unrelated to actual costs. 
Employers often paid higher rates as hospitals shifted costs within the charge-
master to maximize reimbursement. Insurers limited access to services to reduce 
costs to employers.

Perhaps most symptomatic of the breakdown of the system was the lack of a 
true customer who actually received and paid for the service and looked for 
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quality at a reasonable cost. Healthcare’s cost and payment processes eliminated 
the patient as a true customer by obscuring the processes for setting pricing and 
eliminating any true alignment with costs. Patients had no access to the informa-
tion about costs or charges and had to wait for the bill to arrive to know its total. 
It evolved as an artificial process negotiated at agreed-upon levels of payment 
with minimal relationship to a market reality.

In the 20th century, American healthcare achieved amazing progress that 
completely transformed the concept of healthcare for Americans. Physicians, 
hospitals, technology, and insurance all contributed to high-quality healthcare 
for a portion of the American people. In the four critical areas of physician 
professionalization, hospital technology, organizational communication, and 
insurance-based healthcare, however, American healthcare in the 20th century 
set in motion cultural, economic, and technological systems that produced high 
levels of complications, injury and death to patients, and limited access to care 
for millions and cost more than any other healthcare on earth. The successes did 
not outweigh the failures, and the result in the 1980s was the industrialization of 
American healthcare.
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Chapter 4

American Healthcare 
industrialization

At the end of the 20th century, a number of factors surprisingly pushed American 
healthcare in a new direction. This new direction called the “industrialization 
phase” of American healthcare appeared when the consensus in government and 
industry coalesced around the belief that costs could not continue rising at the 
same rate, and quality had to improve. The standard definition of industrializa-
tion as “conversion to the methods, aims, and ideals of industry” (dictionary.com) 
provides a useful starting point in understanding healthcare industrialization, 
but it misses an important element. Healthcare industrialization is the conversion 
to industrial quality methods, aims, and ideals. The significant difference is the 
emphasis on quality rather than simply duplicating manufacturing. The indus-
trialization phase of healthcare described here focuses on the industrial quality 
movement that began in Japan following World War II and was developed in 
America in the 1980s following the failure of American mass production to com-
pete with the higher quality coming out of Japan (Dobyns and Crawford-Mason 
1991).

It is important to see healthcare industrialization as a phase of American 
healthcare development rather than to view it as a change to a permanent state. 
The industrialization phase of healthcare results from the disparity between 20th 
and 21st century American healthcare in efficiency, cost, and quality. Insulated 
from cultural and economic forces by professionalization, local practices, and fed-
eral regulation, 20th century American healthcare failed to adapt to the changing 
environment in America that developed during the 1970s and 1980s. As foreign 
competition and new quality methods in manufacturing and service industries 
created new standards, expectations, and efficiencies, American healthcare with 
its traditional methods of operation and management failed to adapt to this new 
environment. After minor attempts at change within healthcare, industrializa-
tion using the new quality concepts and methods became the only option for 
addressing the issues of cost and quality afflicting healthcare (IOM 2012).
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Healthcare as a service industry did not anticipate industrialization. Most 
Americans and most of the people working in healthcare assumed that the 
arrangement of physicians, hospitals, technology, and insurance was all that was 
required to deliver high-quality care. Hospitals in most communities provide 
the tools for physicians to use. New pharmacological and electronic technology 
developments supported increased specialization believed by most people to be 
the basis for achieving high-quality healthcare. Insurance programs through the 
government or work provided most people with access to hospitals, and hospitals 
provided charity care to assist people without means or insurance.

The primary drivers of this new direction were the cost of healthcare to the 
federal government, which increased significantly after the implementation of 
Medicare and Medicaid in 1965, and the cost of healthcare insurance to employ-
ers who were fighting the economic war with a newly empowered Japan in the 
1980s. It gained momentum in the 2000s as the Institute of Medicine published 
a series of reports on the status of healthcare errors, quality, and costs and what 
needed to be done to improve healthcare (IOM 1999, 2001, 2012). Data from a 
variety of sources indicated that the high costs of American healthcare relative 
to costs around the world were not producing high levels of quality. As data 
became more and more available through the Medicare program and research, it 
became clear that much of the costs of American healthcare resulted from varia-
tions in care, overutilization of services, and poor quality (IOM 2012; Dartmouth 
Health Atlas 2014). American healthcare’s inability to address the cost and quality 
concerns beyond protests of uniqueness, bad data, and technological superior-
ity fueled the sense that the answer to the dilemma lies outside of the traditional 
circles of healthcare. Industrialization infiltrated healthcare from industry due to 
healthcare’s inability to respond to the problems that had become so apparent 
(Berwick et al. 1990).

The development of Henry Ford’s assembly line in the early 1900s demon-
strated the ability of American industry to produce massive quantities of goods 
very quickly (Hounshell 1984). These same processes could generate large quan-
tities of defective as well as good products without a means for determining the 
quality of the products prior to reaching the end of the assembly lines. In the 
1930s, Walter Shewhart developed control charts to measure variability in sam-
ples of product from a production line. With the control chart, employees on the 
assembly line could identify the variation and if it was great enough to warrant 
intervention in the process (Shewhart 1980).

American industry did not embrace Shewhart’s work. During World War II, 
the ability to produce massive quantities of good-enough war materials took 
precedent over improving quality. As the victors, American industry had no 
reason to change their methods following the war. W. Edwards Deming worked 
with Shewhart and understood his ideas on quality. He presented them along 
with his own views on improving quality to the Japanese to help in their recon-
struction effort after the war. Shewhart focused specifically on process improve-
ment using statistical variation, but the industrial quality taught to the Japanese 
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by Deming and Joseph Juran and refined by Armand Feigenbaum focused on 
the entire production process. This new approach included suppliers, custom-
ers, the engagement of management, and the entire organization in the produc-
tion of high-quality goods and services. By expanding responsibility for quality 
to management, these quality leaders gave Japan the critical insight that led to 
their impressive performance 20 years later (Berwick et al. 1990; Dobyns and 
Crawford-Mason 1991). Japan used this new information, their own efforts exem-
plified in the Toyota Production System, and Ishikawa quality circles to create 
a new production method based on continuous improvement that engages the 
entire organization. By the 1980s, American industry found itself fighting an uphill 
battle against high-quality Japanese products, particularly in the automotive and 
electronics fields (Dobyns and Crawford-Mason 1991; Womack et al. 2007). 

As American industrial leaders worked through their wounded pride and 
financial losses and actually began to study Japan’s achievements, some of them 
recognized the value in what the Japanese had developed and the importance 
of organization-wide involvement in continuous quality improvement. Motorola, 
in particular, took the lessons to heart and began their own quality journey in 
the 1980s. Through the efforts of Bill Smith, Mikel Harry, and others, Motorola 
brought together the best of new quality thinking and added a special touch of 
their own. They decided to pursue nearly perfect products by setting their defect 
rate at 3.4-defects-per-million opportunities or a Six Sigma rate. To achieve this 
goal, they realized that they could no longer focus only on the production line. 
They also had to focus on reducing the defects in the processes leading up to 
the production line. Rather than simply producing products that are within the 
margin of error for their customers, Motorola continuously improved their pro-
cesses to meet the exact specifications for their customers. In this way, the com-
pany created an improvement methodology that won them the Malcolm Baldrige 
National Quality Award during its first year (Harry and Schroeder 2000).

Just as American industry woke up to the realization that Japan had sur-
passed it in quality, 20th century American healthcare awoke in the first decade 
of the 21st century to face the growing evidence that its quality no longer met 
world standards. Even more importantly, the government, employers, and the 
public viewed the costs of American healthcare as unsustainable. Quality efforts 
within American healthcare throughout the 20th century involved primarily 
credentialing and licensing physicians and other practitioners and surveys and 
accreditation of hospitals by the American College of Surgeons and later the Joint 
Commission on Accreditation of Hospitals (JCAH). Attempts at improvement 
included the work of Avedis Donabedian (1980) in the 1960s that established 
the process, structure, and outcome model, the JCAH Organization’s Agenda for 
Change in 1987 that redesigned accreditation, and the initiation of the ORYX 
program in 1997 that required accredited hospitals to submit standardized core 
measure performance data. After Medicare became a law in 1965, the Conditions 
of Participation in the Medicare program set minimal standards for hospitals 
along with accreditation surveys (Lohr 1990). These efforts surveyed only the 
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basics required for hospital operations. The federal government implemented 
the Healthcare Maintenance Organization Act in 1973 to focus on reducing costs 
through preventative care and better management of care. Medicare implemented 
the prospective payment system in the 1980s to set reimbursement rates to 
reduce the rapidly increasing costs to the federal government. Despite the initial 
efforts, healthcare costs continued to rise for Medicare, and commercial insur-
ers and 20th century American healthcare did not develop an effective response. 
This opened the door for solutions from outside of healthcare (IOM 2012).

The initial steps toward introducing industrialization in the form of industrial 
quality in American healthcare on a meaningful level to address problems of cost 
and quality may have begun with the work of Paul Batalden, MD, in the 1980s. 
After attending a seminar taught by Deming in 1981, he contributed to Deming’s 
book, Out of the Crisis. After struggling to find a channel for applying Deming’s 
work to healthcare, Batalden met with Thomas F. Frist, Jr., MD, the Chief Executive 
Officer (CEO) of Hospital Corporation of America (HCA), in 1986 and encouraged 
him to implement training on Deming’s ideas at HCA. HCA at the time owned more 
than 400 hospitals. Frist agreed, and Batalden went to work at HCA in the Quality 
Resource Group until 1992, training thousands of HCA employees in Deming’s con-
cepts and methods for quality improvement and management. Batalden also intro-
duced Don Berwick, MD, and Brent James, MD, to Deming. Berwick and Batalden 
continued to collaborate until 1991 when they developed the Institute for Healthcare 
Improvement (Kenney 2008).

In 1987, the National Demonstration Project brought together 21 healthcare 
organizations’ quality experts to explore the question of whether the tools of 
modern quality improvement used in industry can be applied to healthcare. For 
the next eight months, the organizations worked to solve the question. In the 
end, improvements were made in areas of the healthcare organizations similar 
to those in industry such as billing, wait times, and discharge processes but no 
attempts at improvements in clinical processes (Berwick et al. 1990).

Despite the successes of industry and the work of Batalden, Berwick, and 
others, the concepts and techniques associated with the industrial quality move-
ment did not flood into healthcare organizations. In fact, 20th century American 
healthcare demonstrated itself to be amazingly resistant to pressure to change. 
Signs of change, however, began to appear the first decade of the 21st century, 
and the industrialization phase of American healthcare has begun albeit slowly. 
A useful way to identify progress in industrialization in healthcare organizations 
is to look for signs of quality management and performance improvement. Some 
healthcare organizations, such as Virginia Mason Medical Center and ThedaCare, 
developed Lean methodologies in their organizations to the point that it has 
become part of their organizational brand. These programs began in the early 
2000s to 2002 for Virginia Mason and 2003 for ThedaCare—and have become 
models for other organizations interested in learning from them (Kenney 2008). 

Looking through the special lenses of industrialization, what does American 
healthcare look like with the application of industrial quality methods? In looking 



American Healthcare Industrialization ◾ 25

broadly at healthcare organizations today from the perspective of industrial quality 
improvement, it is clear that hospitals have been engaged in some type of quality 
improvement for years. Many federal, state, and accreditation agencies have had 
standards and requirements that healthcare organizations implement performance 
or quality improvement plans, structures, and initiatives at least since the 2000s. 
Surveying agencies look for specific indications of methods of improvement and 
signs of actual improvement within hospitals and other healthcare organizations. 
In looking from one organization to the next, however, there would be very little 
consistency in methods of improvements as each healthcare organization custom-
izes their quality plans and projects to fit their culture and structure.

In addition to structures and processes designed by individual hospitals to meet 
standards, mandatory reporting of data has increased in the last decade as the 
Centers for Medicare and Medicaid Services (CMS) began to require clinical pro-
cess data from hospitals and other healthcare providers. Using abstracted data from 
healthcare organizations and Medicare claims, CMS has begun to post compara-
tive hospital, nursing home, and other data on various websites to aid consumers 
in selection care providers. CMS began reporting on Hospital Compare in 2005 
with 10 clinical measures. It expands the information available on the website on a 
regular basis. The website offers a comparison of performance on these measures 
from one hospital to another with the goals of encouraging potential patients to 
evaluate their choices for care (Hospital Quality Initiative Overview 2008).

Initial evidence that healthcare organizations perceive industrial quality tech-
niques as part of their quality improvement efforts comes from required data 
reporting by the CMS and the JCAH and evidence of quality training offered by 
healthcare agencies and professional associations that focus on data and specific 
improvement techniques. These elements of industrial quality began in the last 
decades of the 20th century but only in a limited sense. Their use signaled the 
initial efforts of agencies to bring industrialization into healthcare organizations 
(Kenney 2008).

As you view American healthcare through the lenses of industrialization and 
look for the distinguishing characteristics of industrial quality that differ from the 
past, your search begins with the customer. For Lean, Six Sigma, and other indus-
trial quality methods, customers define the need for products or services and 
describe what is valuable and what they are willing to pay for (Ohno 1988). As 
you search for this person across American healthcare, you will find that there is 
no one who clearly fits this description. You hear the term “customer” used and 
see some indications of customers associated with processes of improvement but 
no indication of a customer who meets the concepts of industrial quality. 

Looking for the customer of industrialization in healthcare, you focus your 
attention on the physician as a good candidate to serve as the customer. The phy-
sician orders the services; describes what is valuable; and specifies when, where, 
and how to deliver the services. The physician determines if the services met 
expectations. These represent activities of a customer. You realize, however, that 
the physician does not pay for the service, and the physician does not ultimately 
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receive the service. Even as an intermediate recipient of information, the physician 
is only marginally in a position to engage as a customer. Since the information 
does not directly affect the physician, and the method of testing and other activi-
ties for obtaining the information do not directly affect the physician, the physi-
cian does not have a personal engagement as the customer. Finally, the physician 
does not pay for the information obtained through the process. Though there are 
elements in healthcare processes that point to the physician as the customer from 
the perspective of industrialization, the physician fails in a number of ways.

Using your industrial lenses, you look at the patient and wonder if this is the 
customer of industrialized healthcare. The patients receive the services provided 
by healthcare organizations as the end of the processes of care, and the delivery 
of the care directly affects them. The patients, however, are not the ones who 
describe the product or service, and no one asks them what is valuable to them 
about the service. The patients do not answer the questions that industrialization 
requires of the customer: What service do you need? Where would you like to 
receive it? When is it convenient for you? How would you like to receive it? What 
is valuable to you about this service? What are you willing to pay for this service?

You suddenly realize that there is no one who fulfills the role of the customer 
as defined by industrialization in 20th century healthcare organizations. Neither 
the physician nor the patient meets the requirements for the customer that is at 
the center of industrialization and industrial quality. Without a customer who ful-
fills the role in the delivery of healthcare services, the methods of industrialization 
result in only marginal changes. As you consider this, you realize that much of the 
cost and quality issues in healthcare result from the failure to identify an indus-
trialized customer. The physician as the customer does not pay for the service. 
The design and delivery of the service do not directly affect the physician. Only 
the person receiving the service and directly affected by the cost can provide the 
parameters required by industry to deliver the service. The patient also fails as 
the customer because the healthcare organization does not design the services 
based on what the patient considers valuable or what he/she agrees to pay. The 
physician designs the service and identifies the value, and the insurance company 
pays for it. Industrialization begins with the customer and his/her requirements. 
Without this important participant in the creation, delivery, and pricing of a ser-
vice, methods such as Lean and Six Sigma are only marginally effective. 

Your next step in looking for signs of the industrialization of healthcare is to 
find the product. You search for the product that the customer purchases. The 
customer defines the product and determines its value. You realize that from the 
industrial perspective of the nature of a product, the patient comes closest to 
actually being the product. At this point, you recognize one of the dilemmas of 
20th century healthcare as it moves toward industrialization. The patient could 
not fulfill the role of the customer in the industrial sense because the patient 
did not design the services or determine the value, and the patient did not pay 
for the services. You realize that the patient is the product of healthcare from an 
industrial perspective. The patient is the material changed by the processes of 
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the healthcare organization. The professional staff retained all the control and 
information about the care processes, and the patient complied with the require-
ments for achieving those goals. Ultimately, the patient is the product improved 
or defective at the end of the healthcare production process (Goodwin 2015).

As you struggle to determine the customer and the product of healthcare, 
you finally realize that the patient is the customer as well as the product from 
the perspective of industrial quality. This realization opens the way for a new 
understanding of how healthcare organizations will operate as industrialization 
progresses. The recognition of the patient as patient/product and as patient/ 
customer transfers the focus of the organization from the healthcare professionals 
who were the de facto customers of the past to the patients as customers and the 
product of their relationship with the organization. 

The patient-customer’s desires, expectations, and values become the basis 
for the development and design of services. The voice of the patient as the voice of 
the customer must be at the table whenever the organization makes improve-
ments or initiates new services. Industrialization requires continuous information 
flow between the organization and the patient-customer to refine services and 
respond to changes in expectations.

Simultaneously, the patient as the product continues to be an individual 
changed by the processes of the organization. The organization progressing into 
industrialization must recognize that the patient as the customer will evaluate 
the care process and the results of the care. During the actual care process, the 
healthcare professionals taking care of the patient often make decisions based on 
clinical judgment and without consulting the patient in order to meet the agreed-
upon goals of the patient. This is appropriate given the role of the professional in 
the actual production of the services. The evaluation and outcomes of care, how-
ever, bring the patient as the customer forward to assess the quality of the care.

One question that comes to your mind as you consider the patient-customer 
is the issue of payment. The patient as the customer receives the services, and 
the services delivered by the organization change the patient as the product; the 
patient often does not pay for the services and, therefore, does not meet that 
requirement of the customer from the industrial quality perspective. There are 
two ways to approach this aspect of the patient-customer. The first is to recog-
nize that the patient-customers receive the services and actually have the services 
performed on them. From this perspective, the patients legitimately function as 
customers in evaluating the services delivered to them. The second is that busi-
nesses and the government are shifting more of the payment for healthcare to 
the patient-customers through high-deductible insurance plans. Insurance com-
panies require patients to assume first dollar responsibility and very significant 
overall payment responsibility in the thousands of dollars prior to the insurers 
making any payments. As patients assume more of this new responsibility, their 
role as patient-customers becomes much clearer. Recognizing this new patient-
customer status is an indication that healthcare organizations have begun to 
implement industrialization.
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Value as defined by the customer is an integral part of industrial quality, and 
it is a critical aspect for the industrialization phase of healthcare. In the develop-
ment of services and redesign of processes, the voice of the patient-customer 
must guide healthcare organizations in creating and delivering services that they 
consider valuable and worth the payment. Patient-customers determining value 
transforms organizations because of the difference from 20th century healthcare 
organizations. As you shift your gaze to the 20th century lenses and look for the 
expressions of the concepts of value, you find the physicians and other clinical 
staff making that determination but not the patient as the customer. The patient 
of the 20th century did not define the value of a service and would consider the 
request to identify the value of services as inappropriate in the same way that the 
physicians and clinical staff would have seen their participation as unusual. 

The role of patient-customers in the industrial sense is so new that most 
patients would simply prefer that the professionals decide what is valuable. The 
problem with this is that it distorts the concept of value by shifting it into a pro-
fessional environment rather than into the world of the patient-customer. In the 
professional environment, the personal preferences of the professionals become 
the determining factors in the design and delivery of services and the goals 
expected from the services. Since the professionals neither receive the services 
nor pay for them, their preferences are secondary. In this new world of indus-
trialized quality, it is not enough for healthcare to satisfy the professionals who 
deliver the services. The services must provide recognizable value to the patient-
customers. The healthcare organizations must find ways to learn what is valuable 
from their patient-customers through whatever means they can devise.

The importance of identifying value in healthcare is more than just meeting 
the expectations and desires of patient-customers. Waste is what patient-customers 
do not consider valuable. The elimination of waste is the basis for reducing the 
costs of healthcare. Industrialization requires healthcare organizations to iden-
tify and eliminate services that patient-customers do not consider valuable. One 
of the significant lessons that Taiichi Ohno taught the world through his work 
at Toyota was the importance of identifying and eliminating waste wherever 
it occurs. He identified seven types of waste and was obsessive about their 
elimination. His efforts at eliminating waste at Toyota enabled the company to 
increase its margin per automobile sold without sacrificing quality because elimi-
nating waste reduced costs. The basis for identifying waste is anything that does 
not add value as determined by the customer or anything that the customer is 
not willing to pay for or purchase (Ohno 1988).

Looking through the industrialization lenses of your glasses provides you with 
the means to see into healthcare processes and to consider what patient-customers 
would consider valuable and what they would consider waste. The first step is to 
determine what the patient-customers will pay for a service or process by ask-
ing them what they consider valuable and worth the payment. The next step is to 
evaluate each aspect of the service or process to assess whether it meets the cri-
teria of value established by the patient-customers. If it does not, the organization 
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should eliminate it if possible. Since waiting and delays in processes are waste, 
waiting rooms in many organizations would be considered wasteful and need to 
be eliminated. Industrialization of healthcare produces this level of transformation.

Waiting and delays are waste, and flow is an indicator of the presence or 
absence of waste in a process or a service. If the process flows smoothly, 
delays or waiting does not compromise the service for the patient-customers. 
Continuous flow with the regular processing of patient-customers rather than 
making patients wait and sending them through in a group or batch provides 
more value and less waste. As you observe healthcare organizational processes 
and services through your industrialization lenses, you easily recognize the flow 
of support services such as laundry, food service, and room cleaning services. 
Staff arranges signals to alert these services to respond. The organization moni-
tors the responses and the completion of the services to evaluate waste resulting 
from delays. You can easily detect delays or waiting that indicates problems with 
the flow of the processes. Hospital administrations have long focused on timely 
delivery of support services because they are easy to monitor and play an impor-
tant role in the overall efficiency of the hospital.

Applying the concept of flow to patient-customers, however, is where industri-
alization of healthcare brings a new dimension to the concept. There are aspects 
of patient care that clearly evidence movement such as transfers from the emer-
gency department to the inpatient units. For many patient-customers who remain 
in specific rooms throughout their hospital care, the concept of flow resembles 
that of people dining at a restaurant. People dining at a restaurant do not flow or 
move from the table during the meal. The patient-customers remain in the room, 
and there is no visible evidence of flow during the time they are in the hospi-
tal. It is in these cases that the concept of flow becomes especially important 
because the progress of the patient toward discharge comes from changes in the 
patient-customer, but it is invisible to the people around the patient. With no way 
to know visible cues of the patient’s progress toward discharge, delays, and inter-
ruptions are difficult to see and improve.

Since the patient does not move, the focus is on the flow of the services that 
serve the patient and the outcome in terms of the length of time before the 
patient can leave. Through your industrialization lenses, however, you recognize 
that the patient is at the center of an array of processes and services designed to 
resolve the health issue and to discharge the patient. These interconnected pro-
cesses all must function well to achieve the optimum outcome for the patient.

Through your lenses, you see a flowchart image of the many processes and all 
of the ways that they can fail. Standardization is the basis for sustaining the best 
practices in the various processes and ultimately achieving the best outcomes. 
Standardization to best practice with continuous improvement was a key part of 
Toyota and Six Sigma’s success (Ohno 1988; Harry and Schroeder 2000). As you 
let your view move to the 20th century lenses, you see that professional judg-
ment and personal preferences of professional staff played an important role in 
the design of process in 20th century healthcare organizations. Since physicians 
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often practiced in their offices and in the hospital, hospital processes accommo-
dated the schedules of practitioners, and delays were common. Disagreements 
between practitioners led to different processes depending on who was taking 
care of the patient, and the support staff had to accommodate these differences 
even though the preference of the physicians rather than the condition of the 
patient produced them. At the same time, the policies and procedures of the hos-
pital or healthcare organization described what the hospital staff should do; the 
physicians often view these policies as guidelines that they can disregard.

Standardization is a critically important part of the industrialization process 
because it requires that everyone recognize the best practice for a process and 
follow that best practice unless the patient’s condition requires a change. This 
means that the professional staff recognizes the value of standardization and 
honors the design of the process unless there is a valid reason for negotiating 
a change. Shewhart and Deming preached the basic concept that you cannot 
improve an unstable process, and deviation from the steps in the process is the 
principle reason for the instability of a standardized process (Shewhart 1980; 
Dobyns and Crawford-Mason 1991). The work of gaining acceptance, particularly 
from the professional staff, for the importance of following standardized pro-
cesses is an important cultural aspect of the industrialization of healthcare.

Motorola’s commitment to the pursuit of nearly perfect production processes 
focused on the specifications provided by the customers. For each product, cus-
tomers provided a range for variation that they considered acceptable. As long as 
the part or process was within the specifications, they consider it acceptable. Part 
of the success of Motorola in achieving Six Sigma quality was due to the recogni-
tion that they needed to achieve perfect performance in all of the operations of a 
process or service rather than simply addressing defects that occur on the assem-
bly line. This meant that each operation feeding into process must be as close as 
possible to the customer’s specifications if the entire process is going to achieve 
a Six Sigma rate of defects (Harry and Schroeder 2000). Standardization, closely 
monitoring variation, and continuous improvement are required to ensure that 
organizations meet the specifications. Healthcare organizations in the 20th cen-
tury did not even consider the possibility of this level of performance. Customers 
expect manufacturing and service industries to deliver nearly perfect service. 
Patient-customers expect healthcare organizations to match that performance, 
and this expectation opened the way for the industrialization of healthcare.

If achieving Six Sigma levels of performance requires statistical analysis of 
variation, it is clear that healthcare must develop a new appreciation for the 
importance of data in improvement and the standardization of process. Data 
collection and analysis at the point of care and in all aspects of the organization 
distinguish the industrialization of healthcare from the professionally defined 
levels of quality produced in 20th century organizations. Monitoring processes 
and performance improvement rarely occurred in healthcare institutions in the 
20th century due to the lack of real-time performance data and the lack of train-
ing of staff in the use of data in daily operations.
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For healthcare organizations, the monitoring of operational data to maintain 
high levels of performance and to identify deviation in standardized processes 
represents an important challenge as part of industrialization. It requires that 
equipment in the operational areas capture and display important information 
on the degree to which the care delivered on the unit meets the goals of the 
organization. It also means training the staff to understand data and to be able 
to respond to it. When the specifications of patient-customers set the goals for 
operations, high performance is an expectation of all healthcare organizations. 
Healthcare organizations must be able to recognize breakdowns in processes and 
delays in services as quickly as possible and address them quickly to limit the 
impact on patient-customers.

The importance of rapid response to changes in operations that affect patient-
customers brings into view the role of management in industrial quality and the 
industrialization of healthcare organizations. The active engagement of manage-
ment in responding to breakdowns that threatened the quality or the flow of 
product made the difference in the success of Japanese manufacturing in achiev-
ing high levels of quality with minimal waste. The ability of anyone to stop the 
production line in order to prevent the spread of defects was part of the success, 
but the immediate response of the leadership to assess the issue and support 
changes reduced the impact of problems. 

In 20th century healthcare, the lack of an understanding of the intercon-
nectedness of all elements of the organization and the tendency to focus on 
individuals rather than systems in identifying problems made it difficult to 
find and fix problems in the system. As the industrialization phase brings 
a new perspective to American healthcare, the emphasis will shift from the 
individual to the processes and from the lone staff person patching together 
a quick fix to management rapidly bringing resources to the area to support 
a remedy. Too often in the past, the warrior spirit of healthcare celebrated 
the ability of staff to get through the day or night working around problems 
to provide care to patients but without fixing the problems. Industrialization 
celebrates standardization that provides the staff with the best processes pos-
sible. It rewards the ability of staff to identify waste in the form of defects 
and delays and to recommend improvements. Finally, leadership supports the 
work of staff in improving processes by responding quickly whenever prob-
lems occur and providing resources to assist staff.

Looking through the lenses of industrialization opens a new perspective on 
the way that healthcare operates. As 20th century American healthcare enters 
the industrialization phase specifically to remedy the cost and quality issues, the 
application of industrial quality to 20th century organizations results in signifi-
cant changes that overwhelm the structures, values, and practices of the past and 
opens the organizations to a new way of operating. For healthcare organizations 
to achieve the quality and cost goals required in the 21st century, fully imple-
menting industrialization and opening their operations to the voice of patient-
customers bring forth the transitions that lead to the future.
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Chapter 5

21st Century American 
Healthcare

Beyond the industrialization phase of American healthcare, the 21st century 
opens up as a new perspective for healthcare that incorporates the remaining 
elements of the 20th century, the dynamics of industrialized healthcare, and the 
many new aspects of healthcare that appear as new technology and new deliv-
ery methods appear. Organizational, process, and cultural changes shape health-
care organizations in the 21st century as they adapt to the new environment in 
which patient-customers assume a dominant and more active role in the design, 
delivery, and evaluation of services. Significant new dynamics in the healthcare 
landscape shift more of the costs of healthcare to the patient, and new technol-
ogy transformations open new options for delivering care. As patients struggle 
to manage the costs of care, they constantly challenge the healthcare delivery 
system to offer better services at less cost. New technological developments chal-
lenge 21st century healthcare by offering patient-customers the ability to obtain 
care through different delivery processes for less than the traditional methods.

In addition to the cost and technology drivers of the healthcare delivery 
system, the subtle change from acute care organizations such as hospitals as 
the primary source of healthcare to an emphasis on preventative care begins to 
have an effect on the need for services. As patient-customers assume more costs, 
they look for ways to avoid using healthcare services. They turn to new sources 
of information that offer ways to improve their health and reduce the need of 
healthcare services. They use their new buying power to purchase services that 
are less expensive and more convenient, and they take a more active role in 
defining their own goals for care.

As you shift your gaze to the 21st century lenses of your glasses, you are 
somewhat surprised to see the difference in the landscape of healthcare com-
pared to the 20th century and the industrial phase. The implications of the 
changes you saw occurring in industrialization appear now as you view 21st 
century healthcare organizations, and their effect exceeds your expectations. 



34 ◾ Mapping the Path to 21st Century Healthcare

You begin to assess what appear to be dramatically different ways organizations, 
patient-customers, and healthcare professionals interact, and you realize that 21st 
century healthcare is truly different from what came before it.

Looking at the healthcare organizations themselves, you find a new relation-
ship between the employees of the organization and the patient-customers. 
Where the staff and the patient-customers interact, the conversations and per-
spectives have changed. Employees serving the patient-customers ask more 
questions about the preferences, desires, and expectations of people coming for 
service. Employees offer more choices and more information and encourage the 
patient-customers to express their concerns about their care and to describe what 
they feel would best serve them.

Most interesting in these interactions is the extensive information systems that 
are used by the employees and the patient-customers. As they talk, the employ-
ees and the patient-customers are reviewing information, and the employee is 
entering the comments and directions of the patient-customers. Together, they 
create a description of what is to happen with the patient-customer and what the 
desires and expectations of the person receiving the services are. Whenever the 
patient-customer raises issues that require more information, the employee enters 
that request into the computer to alert other employees in the system to obtain 
the answer before the patient-customer leaves. Employees address questions or 
concerns addressed quickly or research answers.

The employee listens as patient-customers call and express their concerns 
about the care they received. The employee enters the information in the system. 
As the patient-customer concludes their comments, the employee quickly reviews 
the issues, identifies the expectations, and reduces the patient-customer’s bill. A 
message sent to the care area involved describes the concerns with the custom-
er’s ideas for improvement. The business office will send a check to the customer 
in appreciation for calling. Behind the scenes, exchanges between employees 
in various areas relay information from the interactions with patient-customers. 
They use the information systems to quickly review any problems or concerns 
in real time and provide information to the employee directly involved with the 
patient-customers.

All of the employees involved in working with patients directly and behind 
the scenes have the ability to communicate with anyone who may be able to 
help provide information or participate in the resolution. As they work to resolve 
any issues, they all know the four simple rules that the organization has estab-
lished to operationalize the mission, vision, and values and to guide the interac-
tion with patient-customers. These rules emphasize respect and courtesy, work 
together to solve the problem for the patient-customer, identify any ideas or 
innovative improvements that arise from the interactions, and assess the success 
in satisfying the patient-customer.

You are impressed as the communications and interactions from employees in 
various areas converge to work out issues and then shift to new areas to address 
other issues. The complexity of the interactions, the flow of communications, 
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and the way the system continuously adapts as new issues arise come from the 
interactions of the people involved. You search for the hierarchy or central struc-
ture, but it is hard to see in the myriad of conversations and interactions shaping 
the relationships between employees and patient-customers. It appears that the 
organization forms as a system out of the complexity of the repeated interactions 
of everyone involved in delivering and receiving the services.

As employees in the 21st century healthcare organization work together and 
with the patient-customers, you are impressed with the breadth of their activities 
and the way in which they move from one activity to another. They spend most 
of their time engaged with the information system and following the directions 
set out in that system for their activities. Employees find most of their routine 
activities described and prompted in the systems with guides for policies and 
procedures.

New employees appear to spend most of their first days in the organization 
focusing on the mission, vision, values, and four operational rules. During the 
orientation time, they are engaged in discussion with the current staff in talking 
about the ways in which the organization expresses its fundamental principles in 
the life of the employees and their interactions with each other and with patient-
customers. The importance of operationalizing the mission, vision, and values in 
the four rules takes up most of the time. Current employees emphasize the depth 
of the resources in the information system and the importance of each employee 
in recognizing their ability to respond to issues within the scope of the four 
rules. They point out that the specific individual job responsibilities are guided 
by the information system and the importance of responding to the prompts 
and guides in the system to complete the work. They emphasize, however, that 
employees create their jobs as they work together to solve problems, identify 
innovative ways to improve services, and satisfy patient-customers. Their evalua-
tions and incentives arise out of these activities.

The role of leadership within the context of the complex system is more dif-
ficult to see. The 20th century and the industrial-phase healthcare organizations 
operated with clearly delineated positions of power at the top and middle levels 
of the organizations that emphasized control and upward reporting of results of 
work. In the 21st century, leadership has become a system function rather than a 
position. Individuals who hold positions of power express leadership within the 
organization by modeling the mission, vision, and values and offering support to 
employees. Rather than cloistered in suites of offices, they are talking with the 
employees who have the most contact with patient-customers in clinical and non-
clinical areas. They are constantly monitoring the information system for activities 
related to patient-customer concerns or complaints. They praise employees who 
perform well and encourage them to take the initiative in organizing responses 
to problems and in trying innovative ideas. All the time, leadership offers support 
for the efforts and models the use of the four rules.

Using various methods of communication, leaders who also hold positional 
power talk about recent patient-customer issues that were resolved and issues 
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addressed by employees. They share with everyone the state of the organization 
and the areas of success and concern on a frequent basis and provide current 
data on key metrics related to operations and patient-customer responses. They 
share examples of innovations initiated by staff throughout the organization and 
encourage everyone to listen to the patient-customers for more ideas for improve-
ment. The leadership emphasizes trust and support for employees rather than 
control. Adherence to the four rules and the mission, values, and vision form the 
key accountabilities for the employees and the leaders.

As you watch interactions between clinical and nonclinical employees with 
patient-customers, you notice how frequently employees are taking notes on the 
comments and suggestions made by patient-customers. Employees share these 
notes with coworkers and innovation groups on a regular basis. Employees 
request resources and time to develop innovations resulting from interactions 
with patient-customers. On their daily rounds, employees ask about new ideas 
and recent innovations and what is needed to move them forward. Awards are 
offered frequently to staff who develop new ways to improve patient-customer 
satisfaction, reduce waste, and come up with new ideas for services.

You recognize as you watch these activities shift from the centralized innova-
tion of the 20th century healthcare organizations and move to innovation based 
on interactions with patient-customers. The innovations that employees identify 
through their interactions provide the opportunity for the organization to adapt 
to the changing needs and expectations of patient-customers. The innovations 
are the new requests for services or complaints about existing services that alert 
the organization on ways to adapt. Employees use their implicit knowledge of the 
work and their knowledge of the organization to develop innovative responses to 
the comments from patient-customers.

Wherever you look in the 21st century healthcare organization, you see groups 
of all sizes working together. In clinical areas, you see what look like physicians 
in groups with other healthcare professionals, but it is not clear because there is 
no distinguishing clothing. It is clear, however, that the group is working together 
and not subordinates waiting on the directions from a specific individual as was 
so common with physicians in the 20th century healthcare organizations. All of 
the members of the groups are active and participating in the issue. The familiar-
ity of the group and the way it is working through problems indicate that this is 
a common occurrence and not a special meeting. This is not an environment that 
supports an individual expert craftsman but rather a care process that is born 
out of the dynamic interaction of all of the members of the group. As the group 
discusses the care of the patients, each person adds their voice and a perspective 
that contributes to the discussion and enriches the group.

Looking closer at the groups through the 21st century lenses, you recognize 
on the name badges designations for a variety of disciplines that are clinical and 
nonclinical. The discussions range from specifically clinical issues to financial 
and social issues. Looking closer, you realize that in the midst of the group are 
the patient and the family members. At first, you did not notice them because 
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they are as active as the other clinicians and participants in the discussion. As 
you watch, the patient is holding a computer tablet and pointing to the screen 
while asking questions. Individuals in the group are taking notes, and others are 
responding to the questions from the patient or the family members. The patient 
seems comfortable in the discussion and not reticent to ask additional questions 
in response to the answers. The comfort of the patient as a participant in the dis-
cussion is far different from the patients in the 20th century who simply accepted 
directions from the physicians (Lindberg et al. 2008).

Though you initially focused your attention on the hospital as a convenient 
starting point, you now look out toward the community through your 21st century 
lenses, and you are suddenly amazed to see connections flowing out of the hos-
pital to a variety of care providers in the community. As you follow these connec-
tions, you realize that the hospital is actually one part of a continuum of care and 
not even the central part of the way it was in the 20th century healthcare delivery 
system. As you look around, you are not seeing a center. Each home seems to be 
connected, and looking closer at the homes, you realize that the computer in the 
home is the origin of the connection to the continuum of care. Individuals receive 
care through televisits over their computer. They join discussion groups for spe-
cific diseases and look up the latest information on their condition from websites. 
They check their medical records through the portals to their primary care office. 
They store workout data on their computers as well as weight, heart rate, hours 
of sleep, calorie counts, blood sugar, and a variety of values related to their health 
that are fed into the computer from devices in their homes. The computer in their 
home has become the center of their continuum of care.

Following the connections from the home out into the community, the diver-
sity is astounding. Cost and convenience are important aspects of care based on 
the number of flows that you see to wellness centers, pharmacies, retail clinics, 
chiropractors, urgent care, imaging centers, laboratory facilities, ambulatory sur-
gery centers, and multispecialty office practices. Tablets and smartphones pro-
vide access to schedules for patient-customers to make their own appointments 
to fit their schedules. Easy and secure access to health information based on the 
authorization by the patient-customers comes through a centralized health infor-
mation exchange. You find that the 21st century continuum of care offers more 
services and more convenience to facilitate care that works for patient-customers. 
Through their choices, they are able to manage their care and reduce their costs.

In following the connections in the continuum of care through your 21st 
century lenses, you are particularly impressed with the way in which computer 
systems integrate into a broad network that makes information readily available 
to providers and to patient-customers and reduces the isolation that created the 
potential for errors in care in the 20th century. You remember the 20th century 
healthcare organizations in which isolated computers in individual departments 
with stand-alone programs did not integrate with any systems. Hospital and 
office personnel combined paper copies of computer reports into the medical 
records of patients.
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In the 21st century, however, you see a centralized health information 
exchange that is open to all the providers authorized to access patient informa-
tion. A secure network provides the link for various care providers that is also 
open to the patient-customers through their portal. Care delivered at each site 
contributes information on the patient-customers that the healthcare exchange 
stores in a cloud that accommodates access by all of the individual systems. 
Patient-customers and providers are able to access this information in real time.

With all the various choices for care, you wonder how the patient-customers 
work out the financial arrangements. You remember the 20th century fee-for-
services that took care of the payments, but the insurance only covered the 
physician and the hospital. As you adjust your 21st century lenses, you see the 
continuum of care spread out before you with a broad spectrum of services and 
providers. Looking in on the patient-customers as they arrange care at their com-
puters or on their tablets, you realize that healthcare financing works like other 
financial accounts. For many patient-customers, they are the first payers for their 
care for employer-sponsored commercial health insurance. For Medicare and 
other programs, patients also have deductibles. They review their health savings 
accounts and the portion of their deductible that remains before the insurance 
company provides coinsurance or full coverage. This all seems so much more 
complicated than the system in the past, but then you also realize that the infor-
mation on the screen looks like an investment account or bank account, and the 
patient-customers seem to be able to understand their healthcare financing.

As patient-customers move from their health insurance and health savings 
account, you are amazed at the number of other sites paid through their health 
savings account. Their fitness club membership and their fresh vegetable co-op 
membership dues all come out of their health savings account. You observe 
them searching for a local imaging center for a scan. They review the bundled 
prices for each procedure and find their scan and all its elements including the 
scan, contrasts, supplies, interpretation, and other expenses in one price. Each 
procedure lists overall quality ratings and a number of complications for spe-
cific procedures for the past three years. After reviewing several imaging cen-
ters and their patient-customer ratings on online healthcare rating sites, the 
patient-customers choose the lowest-cost, highest-quality center and e-mail their 
physician office their choice. Patient-customers have access to a wide variety of 
services. Most of the services offer transparency and bundled pricing along with 
standardized quality ratings and complication rates as normal business practices 
for the industry.

As patients access care, they have a variety of financing options to help them 
manage costs. Beginning with health savings accounts, patient-customers pay 
for their services until their insurance coverage begins. When the cost of care 
exceeds their savings, and they have not fulfilled their deductible, patient-customers 
arrange financing with the providers of services who often offer financial terms 
to attract new business. Patient-customers also make arrangements through 
their banks or credit cards to cover care costs. With access to cost and quality 
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information for most of the services and providers, patient-customers are able to 
look for value in their healthcare purchasers.

As you think about all that you have seen of 21st century healthcare organiza-
tions and systems, you realize that one of the most profound changes has been 
the change from the professional autonomy of 20th century healthcare to the 
integration of the physicians into the overall delivery of care. Throughout the 
continuum of care, physicians are actively involved in all of the services and pro-
vide leadership, guidance, and direction to other healthcare disciplines in the design 
and delivery of healthcare. The difference in the 21st century is that the physician 
no longer makes decisions alone as the only voice determining the care of the 
patient-customers. The complexity of the healthcare system and the rapid changes 
in technology and care processes require a multidisciplinary team care for the 
patient-customers’ conditions and to manage the many options in terms of care, 
convenience, and costs to meet their needs.

The professional autonomy of the past designed to protect the pricing power 
and status of the physician no longer operates within a system in which pricing is 
transparent, and services are competitively priced and delivered by professionals 
at all levels. With primary care televisits at less than $50, walk-in retail outlets, and 
competitive pricing in imaging and laboratories, there is no way for physicians to 
compete by hiding behind the professional autonomy of the 20th century.

Even within the hospital setting, the quality and cost standards that must be 
met preclude the physicians from claiming sole responsibility for the care of 
patients. Information systems, standardized orders, protocols, and multidisci-
plinary teams monitor the status of patient-customers. Decision-support software 
offers guidance and tracks the orders continuously. Systems monitor the patient 
and implement protocols for care as they are needed with prompts to the pro-
fessional care staff. In this environment, mistakes are costly to the organization 
and to the patient-customers, and the pursuit of perfection in the delivery of care 
requires a number of specialties managing the care.

As you try to bring together all the things that you have seen in 20th century 
healthcare, the industrialization phase, and 21st century healthcare, you search 
for some way to understand or create a picture of what these phases are all 
about and how to think about them. For the 20th century, the key image you 
find is science as the healthcare organizations grew in response to new technol-
ogy and the professionalization of medicine. The bureaucracy of the hospital as 
it sought to control and manage all the activities described in the organizational 
chart reminds you of a machine. The machine image really took over during the 
industrialization phase of American healthcare. Industrialization incorporated 
the clinical aspects of care that were not brought under bureaucratic control in 
the 20th century healthcare organization into Lean and Six Sigma and the 
methods of industrial quality.

As you look through the lenses of the 21st century, you see the scientific 
machine image fade into the background as the complexity of the networks 
of computer information systems overwhelms any sense of control. In this 
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environment, you begin to see healthcare as an enormous complex adaptive 
system that is constantly evolving and changing in response to its own internal 
dynamics as well as influences from the outside. The complexity comes from the 
myriad of people and groups and organizations linked through the information 
networks. As they interact, they adapt to each other and respond to the chang-
ing needs and expectations of their patient-customers. Within the thousands of 
interactions involved with the continuum of care, the system of care appears as 
employees shape their actions and decisions based on the mission, vision, and 
values that govern the operations of their organizations. The creative interactions 
of the people who deliver the care and the people who receive the care create 
this complex adaptive system that is 21st century healthcare every day.

As you shift your eyes from the 20th century lenses to the lenses of industri-
alization and finally to the 21st century, you think about the differences between 
the metaphors of the scientific machine of the 20th century, the industrial phase 
of American healthcare, and the emerging complex adaptive system of the 21st 
century. You are amazed at the evolution of American healthcare through these 
three phases. You see the flow as American healthcare grew up from village 
healers with limited training to new professionals with university educations to 
the hospitals with an ever-expanding array of technology. The hospital filled 
with technology and specialists represented the pinnacle of science and the 
confidence of modern society in fighting disease and even death. By its very 
existence, it produced the highest-quality care that humanity had ever imag-
ined. The growing sophistication and cost of healthcare brought forth an equally 
sophisticated insurance industry that opened the doors to the wonders of hospi-
tal healthcare to millions of working people and later the elderly. As this scien-
tific machine grew larger and larger, it required more resources until finally the 
cost of the great structure of healthcare threatened to overwhelm the society that 
created it. You imagine healthcare reaching out to industry for a lifeline. Industry 
threw Lean and Six Sigma life preservers into the swirling waters of cost threat-
ening to drown American healthcare.

Industrialization brought more than healthcare expected as the pursuit of cost 
savings and higher quality challenged the structure, practices, and values of 20th 
century healthcare. Pulling in the clinical areas of healthcare that had escaped 
mechanization in the past, the efficient machine of healthcare industrialization 
used waste elimination, standardization, and data-driven perfection to purge the 
illusions of unique professionalism. In its place, the expectations and desires of 
the new patient-customers became the drivers of healthcare, and they demanded 
a system capable of constantly changing and improving to create the best care at 
lower costs with more choices and great convenience. The quaint hospital on the 
hill is now a dynamic complex adaptive system that responds not to the prefer-
ences of the professionals but rather to the expectations of the new patient-
customers who demand better quality at lower cost as they make their decisions 
and pay the costs of healthcare.
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Chapter 6

industrialization: 
Preparing to transition

Healthcare organizations initiate industrialization and begin the process of 
addressing the issues of quality and costs by using industrial quality methods. It 
is important that healthcare organizations recognize that industrialization is not 
the destination but a phase of American healthcare development. Depending on 
how far the organizations go with industrialization, it may ultimately lead them to 
the ten transitions and the paths to 21st century healthcare. Knowing the chal-
lenges that lie ahead helps to reduce the sense of disorientation that comes from 
going in a particular direction but suddenly finding that the results of that deci-
sion seem to be taking you in another direction that you did not anticipate.

The initial challenge that faces healthcare organizations is to recognize that 
the implementation of industrialization in whatever form it takes is actually the 
first step in the move away from 20th century healthcare and toward the ten 
transitions to 21st century healthcare. This change comes from the pressures on 
organizations from a variety of sources, and the goal is to improve the processes 
of care in terms of costs and quality, but the result is that 20th century health-
care will no longer be American healthcare. Even the modest implementation of 
industrialization affects the older healthcare model and causes it to change but 
may not result in recognition of the ten transitions. American healthcare reaching 
full industrialization will be very different from the past, and the environment 
within which it functions and operates will be very different (Goodwin 2015).

Healthcare organizations that begin down the path of industrialization often 
progress only a short distance because the challenges from existing values, struc-
tures, and practices prevent them from reaching a higher degree of implementa-
tion. In order for transitions to appear and for the organizations to develop the 
vision necessary to move toward the 21st century, the organization must fully 
implement industrialization in all areas. It is only as the full implementation takes 
place that the conflict with the existing 20th century healthcare becomes clear, 
and the transitions appear. Industrialization that is only marginally implemented 
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changes the organization and produces a hybrid state similar to what many orga-
nizations are experiencing today, where industrialization exists as an attachment 
to 20th century healthcare, and the result is very confusing and relatively ineffec-
tive. Realizing the benefits of industrialization that are necessary for the transition 
to 21st century healthcare requires healthcare leaders to promote the implemen-
tation of industrial quality and industrialization into all aspects of their organiza-
tions (Goodwin 2015).

With the introduction of industrial quality and the spread of industrialization, 
healthcare organizations may become so engaged in industrialization that they 
view it as the endpoint. It is important that organizations recognize industrializa-
tion as a phase in the transformation of healthcare organizations. With indus-
trialization, organizations are able to recognize and begin movement along ten 
transitions that represent the progression from 20th century healthcare to the 
new 21st century model. Leaders need to be knowledgeable about the nature 
of these transitions and to observe and map the overall transformation of their 
organizations by assessing their progress in the ten transitions. Tracking the 
movement through the ten transitions serves as the basis for assessing the over-
all transformation of their organization and their readiness to meet the demands 
of the future. By developing strategies to accelerate movement along the contin-
uums within the ten transitions, leaders facilitate the movement of their organiza-
tions toward 21st century healthcare (Goodwin 2015).

Healthcare organizations need to understand that the power to realize the 
future is in the emerging images and concepts of 21st century healthcare that 
appear as industrialization advances. These images serve as guides and motiva-
tors to facilitate organizational transformation. Successfully moving into the future 
requires a clear vision of where the organization is going in each of the transi-
tions. The images that emerge out of each of the transitions inspire and moti-
vate employees and guide the changes. The images of the future within each 
transition guide the organization beyond industrialization. In order to continue 
the progress along the continuums of the transitions, however, the organizations 
must recognize the images of 21st century healthcare that appear in the transi-
tions and actively use these visions of the future to motivate and guide their 
organizations (Goodwin 2015).

As the drumbeat of quality and costs pounded in the ears of 20th century 
American healthcare, the initial response was to declare that healthcare oper-
ated differently from any other aspect of society and that human life and human 
suffering required whatever resources were needed to reduce human suffering 
and save lives. This had been the protest against any form of national health 
insurance or regulation of healthcare and physicians throughout the 20th century. 
With the arrival of computers and particularly the Medicare claims database, and 
growing concerns about complications, injuries, death, as well as costs compared 
to other countries, the uniqueness of the position weakened, and the argument 
to apply industrial quality measures to American healthcare began to look like 
the answer. If American industry could absorb the new Japanese methods for 
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eliminating waste, which actually began in America, and task itself with the goal 
of Six Sigma levels of quality, then American healthcare could at least learn the 
methods and try this approach (Berwick et al. 1990; IOM 2012).

This seemed like a reasonable argument to many policymakers and plan-
ners and others concerned with healthcare quality and costs, but it took decades 
from the initial suggestion until healthcare actually began in earnest to apply 
the concepts and techniques of industrial quality. The reason for the delay was 
also the reason for the problems that healthcare faced in changing its opera-
tions to improve quality and reduce costs. Healthcare operated on a split system 
of bureaucracy and professionalism that made it extremely difficult to mandate 
change, particularly in areas of clinical practice and patient care that generated 
the most costs and the quality issues.

When American healthcare moved the site of care for paying patients from the 
patient’s home to the hospital in the early 20th century, the structure of the hos-
pital changed. When physicians persuaded hospitals to purchase and staff new 
operating rooms, x-rays, and laboratories, there was a mutual agreement that 
the physician would bring their paying patients to the hospital, and the patients 
would pay for the hospital services as well as the physician services. This would 
help to defray the cost of the new technology and give the physicians access to 
the expensive new equipment. This increased not only the revenue stream to the 
hospital but also the organizational influence of the physicians as the source of 
paying patients. The new technology and the new patients also required a more 
sophisticated bureaucracy to manage the services.

As physicians migrated to the hospital in the early 20th century with their 
paying patients, they became more interested in hospital operations. Physicians 
organized into hospital medical staff to manage the clinical aspects of care in the 
hospital and to give them a stronger voice in requesting support from the hospi-
tal governing board of benefactors. The American College of Surgeons (2006) in 
their 1919 minimum standards set as the first three requirements specific provi-
sions related to the medical staff, including “rules, regulations and policies gov-
erning professional work of the hospital…”

The medical staff as a professional affiliation within the hospital became a 
parallel organization to the hospital administration. The physicians through the 
medical staff operated on democratic principles of voting on members and on 
the rules and policies pertaining to the medical staff. Though the governing 
board approved the decisions of the medical staff, the board as nonphysicians 
was reluctant to upset physicians who were instrumental in bringing paying 
patients to the hospital. In reality, therefore, clinical practices that are the source 
of most of the costs and quality in hospitals fell within the purview of the medi-
cal staff rather than the administration throughout most of the 20th century.

With clinical care under the purview of the hospital medical staff, protests 
over cost and quality to hospital management resulted in few changes. The 
physicians as craftsman and professionals viewed any discussions about the cost 
and quality of clinical care as a strictly medical staff issue to be discussed within 
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the confines of the professional affiliation of the medical staff. The best example 
for the limitations hospitals perceived to the introduction of industrial principles 
into healthcare was the 1987 National Demonstration Project. Not a single hospi-
tal that participated in the evaluation of applying industrial quality to healthcare 
undertook the improvement of clinical processes as part of the project. They 
worked on the less-sensitive hospital support services (Berwick et al. 1990). This 
highlights the division between what the nonphysician administration of health-
care controls and the areas that the medical staff controls. By limiting efforts to 
reduce costs and to improve quality only to the areas outside the control of the 
medical staff essentially meant that all clinical services were off limits to any 
changes that the medical staff felt were unacceptable. Using this divide enabled 
the medical staff in most hospitals to resist the intrusion of industrial practices 
and quality until the second decade of the 21st century.

The current pressure to improve the quality and cost of care for hospitals comes 
from two sources. The principal source is Medicare. Medicare penalizes hospitals 
financially for excessive complications, mortalities, injuries, readmissions, and costs 
as part of the agency’s value-based purchasing and hospital-acquired condition 
programs. The financial penalties are not only substantial; they also are public. 
The publicity aspect grew out of the public displays of quality data that began in 
the 1990s with the Joint Commission on Accreditation of Hospitals’ ORYX core 
measures and migrated to the Centers for Medicare and Medicaid Services (CMS) 
Hospital Compare website. As for the secondary source, commercial payers as well 
as CMS now use hospital data to reduce payments whenever the care of individual 
patients or overall care at the hospital fails to meet standards. Through these pro-
grams, data on quality of care affect hospital reimbursement.

Tying hospital reimbursement to clinical quality and outcomes does not 
directly affect the medical staff. Individual physicians and physician groups 
continue to be essentially unaffected financially or in terms of public display 
of quality data. As the penalties increase, however, hospitals feel the growing 
pressure to change. CMS has added the Physician Compare website, but there 
are very little data available. The medical staff retains its prerogatives related to 
clinical practices and rules and regulations governing practice in the hospital. 
These factors contribute to the difficulties hospitals experience in applying indus-
trialization, Lean, and Six Sigma into clinical areas. Individual physicians and 
the medical staff resist the changes in clinical areas because the case for change 
is often not clear, and physician workflows and practice patterns are integral to 
their routines in the hospital and in their offices. As the frequency and severity of 
penalties increase, however, this may change, but it will take more time.

The transition of hospitals and other healthcare organizations to the industri-
alization phase will occur as the need to improve quality and costs reaches the 
crisis point. At that point, the medical staff and the hospital leadership structure 
may have a sufficiently strong common interest in improving quality and reduc-
ing costs to make it worthwhile to move forward. To achieve this next step, the 
medical staff will need to agree to the application of industrial quality to their 
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practices and workflows in order for the organization to achieve the necessary 
improvements.

Industrialization to reduce costs and improve quality in healthcare organizations 
seems like any other program. For many senior managers, industrial quality looks 
like one more way to count but not a really new way of working. This approach 
views industrial quality as giving healthcare the ability to look good to society and 
then move on as a new lean healthcare machine. Often overlooked in the deci-
sion to adopt Lean and Six Sigma, however, is just how different they are from 
the essential nature of American healthcare. One measure of the unique nature of 
industrial quality as developed in Japan is the difficulty that American manufactur-
ing had in deciphering the secrets of the Toyota Production System and Six Sigma 
even though they were developed by manufacturing companies and Americans.

The hard part about Lean and Six Sigma for American manufacturing was not 
the use of control charts to understand variation or the shift from mass produc-
tion to just-in-time inventory. The most difficult aspect of implementing these 
improvement methodologies was the profoundly different way they viewed the 
role of quality in the process of manufacturing and the significantly different way 
that management and employees needed to work together to make improve-
ments (Dobyns and Crawford-Mason 1991; Harry and Schroeder 2000). It was 
in these structures, relationships, and ways of working that American manu-
facturing struggled to reconcile itself to what the Japanese and Motorola had 
done. Ishikawa’s quality circles as a way to bring workers together to discuss 
work problems and make improvements were very different from the processes 
employed at unionized General Motors in Detroit. It was an arduous journey for 
American manufacturing to finally look itself in the eye and admit that the real 
difference was not Japanese culture or demographics, but rather the Japanese 
were dead serious about eliminating waste and producing quality. They worked 
at it every day like their lives depended on it. In fact, they believed that their 
work lives did depend on it.

Looking deeply into the soul of American healthcare, it is hard to find a 
desperate drive to produce world-class quality and earth-shattering efficiency. 
Healthcare seems to be in the same state of confusion today that American 
manufacturing experienced in the 1980s when Japan tried to take over the world. 
The constant comparison of American healthcare to foreign countries and the 
relentless analysis that shows quality and costs significantly worse in America 
than almost anywhere else are very similar to the past for American manufactur-
ing. During that period, American manufacturing was looking for the key to how 
Japan was doing it. What was the secret that made them so good at manufactur-
ing when in the not-too-distant past, they created junk?

Since 1999, the Institute of Medicine issued report after report on the need to 
change American healthcare. The latest in 2012 took off the gloves and essen-
tially said that American healthcare was wasting $750 billion annually, and it was 
time that this protected industry play by the same rules as any other industry. 
The Patient Protection and Affordable Care Act (PPACA), which became a law in 
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March 2010, created a number of initiatives designed specifically as shock therapy 
for American healthcare in the form of penalties for excessive costs or poor qual-
ity. It appears that the rules have changed (Office of Legislative Counsel 2010).

The PPACA included a number of provisions designed to incentivize American 
healthcare to improve quality and reduce costs. Lowering Medicare reimburse-
ment, the act created accountable care organizations with upside and downside 
risk models to encourage healthcare to learn to manage costs and care. The new 
insurance exchanges and mandatory insurance programs held out the hope that 
hospitals might see fewer uninsured charity cases arriving in the emergency 
department.

A subtle but profound change occurring in American healthcare that could be 
the strongest driver for industrial quality is the shift from employer-paid, full-
coverage healthcare insurance to high-deductible insurance plans. The employer-
sponsored health insurance that grew into the primary method for paying for 
healthcare during and after World War II cost the employees nothing and paid 
for everything. In 2014, however, high-deductible employer-sponsored healthcare 
plans will be the only option for many workers (Galbraith et al. 2011; Bernard 
2014). The plans require workers to pay thousands of dollars for healthcare ser-
vices before their healthcare insurance begins to offer a coinsurance. Since busi-
nesses and their insurers failed to find a way to keep the costs of healthcare from 
rising faster than their companies’ profits, they decided to unleash American con-
sumers. Putting the burden on the employee who is purchasing the care makes 
the consumer the juggernaut of healthcare cost controls. If there is anything that 
will awaken a desperate desire to reduce costs and improve quality in American 
healthcare, it is confronting the American consumer and trying to make them 
pay for care in a healthcare system born out of insurance. Self-pay in American 
healthcare parlance is the same thing as charity care. Between the federal gov-
ernment penalties and the high-deductible health plans, American healthcare is 
finally facing the equivalent of the Japanese invasion of the 1980s.

Given this background, the momentum behind industrialization would seem 
to be real, and more hospitals and healthcare organizations will implement 
industrialization in the form of Lean and Six Sigma. The initial step in the pro-
cess has often been, as it was in the National Demonstration Project in 1987, the 
application of quality improvement to nonclinical areas of hospitals. These areas 
are most like the industrial processes in that they involve the movement of sup-
plies and the logistics of managing materials or the processes of cleaning rooms. 
These essentially mechanical processes lend themselves to industrial quality 
methods.

The real industrialization of healthcare, however, will occur when the medi-
cal staff, who have maintained the quasi-independence of their professional 
affiliations for over a century, cross the line and partner with the bureaucracy 
in healthcare organizations in working to improve quality and reduce costs. 
When the medical staff and the hospital bureaucracy join together, the debate 
will be over the medical staff’s acceptance of the industrial definitions for quality 
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improvement. The physician will no longer be the de facto customer of health-
care. The patient-customers will define value and waste in the processes, the 
goals of care, and the final determination of whether the value was worth the 
payment. Giving up personal preferences and prerogatives and stepping aside to 
invite the patient into the role of the real customer of healthcare will be tough, 
but it is the first step in industrialization.

This represents a significant change in the orientation not just for the medi-
cal staff but also for healthcare organization as a whole. As organizations move 
through the industrialization process and begin the journey to 21st century 
healthcare, the nursing staff and professional staff, the senior leadership, and 
the governing body or board all need training to understand the changes taking 
place. Industrialization that offers meaningful hope to improve quality and cost is 
very different from 20th century healthcare, and understanding this at all levels is 
important.

Nursing and other members of the healthcare team focus on the patients as 
the basis for what they do, but their training puts the emphasis on the prac-
titioners and physicians to answer questions of the goals of care and what is 
valuable. Industrialization changes the conversations and requires patients to 
participate in ways that are very different from the past. Physicians determined 
value and waste in the care process in the past, but now these questions will go 
to patients. Working through the dynamics of these conversations takes time and 
slows processes until they become the norm.

Senior leaders will require training and reorientation on the new ways of 
leading and new ways of supporting processes defined by the patient-customers. 
As the implementation of Lean and Six Sigma moves forward, it requires high 
levels of engagement as everyone looks at their work and the goals of their 
work from new perspectives. The new ways of thinking about customers, value, 
waste, standardization, and the many other aspects inherent in industrial qual-
ity will cause a reordering of priorities and goals. A good example is within the 
financial bureaucracy of healthcare organizations, where the drive for quality and 
efficiency currently fights for priority with all the processes that continue to pay 
even though they represent bad care and excessive costs.

For the governing body, understanding and supporting the significant shift 
that occurs when patient-customers define value, waste, and the goals of care 
mean difficult conversations with physician leaders. In their interactions with 
physicians and healthcare leaders, they need to recognize how this will affect 
them and encourage and support the changes so that the organization can move 
forward. For physicians and other healthcare leaders in the organization, there 
are real questions as to whether patients are capable of this. At the same time, 
many patients will question why they have to do it.

Ultimately, industrialization is the way that American healthcare will improve. 
It is the only way to respond to the demands of consumers. American manufac-
turing needed new methods to meet the challenge of the Japanese, so American 
healthcare needs to industrialize to respond to their new patient-customers. What 
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may not be obvious at first within American healthcare is that industrialization is 
not the end but a phase that leads to another type of healthcare.

As healthcare organizations pursue Lean and Six Sigma-level improvements in 
all areas of their organizations, including clinical care, the results of these efforts 
and all the changes they require bring another set of changes. These unexpected 
changes come from within American healthcare because of its unique develop-
ment in the 20th century, and they point to a new type of healthcare system in 
the future. Industrialization generates changes in the values, structures, and pro-
cesses of 20th century healthcare that result in the appearance of ten transitions 
that are the initial stages of the development of what will become 21st century 
healthcare. These transitions appear as the industrialization clashes with the 
assumptions that formed the basis for 20th century healthcare. Industrialization 
forces organizations to realize that the changes are not an addition to healthcare 
but a transformative force that is incompatible with the values, practices, and 
structures of 20th century healthcare. As industrialization displaces the healthcare 
of the past, new images of healthcare in the future appear. These new images 
challenge 20th century healthcare during industrialization, and they produce the 
ten transitions that lead to the future.

In addition to the specific actions required to implement industrial quality 
methods such as Lean and Six Sigma, another change that contributes to the 
appearance of the ten transitions is the development in healthcare organizations 
of extensive computerized information networks. Many people have viewed 
healthcare organizations and healthcare in general as complex systems for a 
number of years. In reality, the implementation of new information systems in 
healthcare organizations creates the networks of employees that make the com-
plexity of healthcare a reality. This complexity emerges out of the interactions of 
networked individuals throughout the organization. These interactions and the 
common mission and values that the participants share form the basis for the cre-
ation of the organization moment by moment. The availability of data about the 
organization on a continuous basis contributes to the complexity, and the com-
plexity is integral to the appearance of the ten transitions that emerge out of the 
combination of industrialization and the extensive computer networks.
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Chapter 7

industrialization Assessment

As healthcare organizations begin industrialization, recognizing strengths and 
weaknesses for the journey can be useful in determining what to do to support 
the significant changes that occur during this part of the journey to 21st century 
healthcare. Much that occurs in this process, however, occurs in conversations 
and discussions about industrialization and its effects on different groups that 
make it hard to assess progress. It is possible to identify certain aspects of indus-
trialization as indicative of progress and to evaluate these on a regular basis.

The industrialization assessment is one tool to use to evaluate progress in 
some of the fundamental aspects of industrialization. It identifies specific groups 
and activities representing industrialization and provides a five-point scale to 
evaluate progress the organization is making in each area. Each assessment ele-
ment identifies specific areas, and the total provides an overall view of the indus-
trialization effort (see Figure 7.1).

The industrialization methods specifically addressed are Lean/Six Sigma since 
these are the two methods that are most easily understood and most frequently 
used. Lean and Six Sigma offer the advantage of specifically focusing on the 
key factors of customer, value, waste, product, flow, customer specification, data 
analysis, and standardization that are at the heart of the industrialization process 
for 20th century American healthcare.

Four groups are identified in the assessment as particularly important for 
assessing progress in industrialization in a healthcare organization. The four 
groups are the medical staff, nurses, senior leadership, and the board. These 
groups represent the most problematic and most important people to engage 
in industrialization and to ensure that they are involved in the process. The 
tool evaluates each of the groups based on four aspects of their involvement in 
industrialization. For each of the groups, the four aspects are support for Lean/
Six Sigma, knowledge of Lean/Six Sigma, training in Lean/Six Sigma, and par-
ticipation in Lean/Six Sigma improvements. These aspects require judgment on 
the part of the one doing the assessment, but the evidence to support these 
judgments should not be difficult to identify. The tool assesses the level of 
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engagement with these four important groups. Support for Lean/Six Sigma evi-
denced by discussions as well as actions in the meetings provides information on 
progress in these four groups. Documentation in training in Lean/Six Sigma con-
tained in training records, online and meeting education, and other ways dem-
onstrates their involvement in educational activities. It is also a reminder of the 
importance of providing education to these groups to prepare them for making 
decisions, evaluating progress, and participating in Lean/Six Sigma. Knowledge 
of Lean/Six Sigma through simple evaluations following training or other assess-
ments of competency offers a relatively easy means for determining the adequacy 
of the training. Participation in Lean/Six Sigma improvements looks for the level 
of engagement and involvement in the actual work of improvements by the four 
groups. This involvement is whatever is appropriate in the organizations for these 

Industrialization assessment
Weak

1 2 3 4
Strong 

5 Ratings
Medical
staff

Support for Lean/Six Sigma
Training in Lean/Six Sigma
Knowledge of Lean/Six Sigma
Participation in Lean/Six Sigma 
improvements

Nursing Support for Lean/Six Sigma
Training in Lean/Six Sigma
Knowledge of Lean/Six Sigma
Participation in Lean/Six Sigma 
improvements

Senior
leadership

Support for Lean/Six Sigma
Training in Lean/Six Sigma
Knowledge of Lean/Six Sigma
Participation in Lean/Six Sigma 
improvements

Board Support for Lean/Six Sigma
Training in Lean/Six Sigma
Knowledge of Lean/Six Sigma
Participation in Lean/Six Sigma 
improvements

Patient-
customer

Identification
Engagement (VoC)
Specifications as goals
Value identification
Waste elimination
Flow recognition
Product identification
Process standardization
Push/pull
Incremental innovation

Tools Project charter
SIPOCPCV
Flowchart
Value stream
Cause and effect/RCA
A3
5S
Plan-do-study-act
Six Sigma/Lean DMAIC
Statistical data analysis
Financial impact calculation
The constraint theory (Goldratt)

Totals

Figure 7.1 industrialization assessment.
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groups such as reviews by the board or direct participation by nurses and physi-
cians but should be sufficient that the groups are meaningfully involved in the 
industrialization process.

The assessment after the key groups is the patient-customers and their 
involvement in establishing the various aspects of Lean and Six Sigma improve-
ment. The first step involves identifying the specific patient-customer groups 
associated with improvements. Identifying the pertinent patient-customers is a 
very significant aspect of industrialization. This requires the organization and 
the people involved in improvement to step away from the customer concepts of 
the past and to search out the specific patient-customers that are needed in the 
improvement.

Though there may be intermediate customers in a process that needs 
improvement, industrialization for 20th century American healthcare must focus 
on the needs of patient-customers even when they are not the direct recipient 
of the particular service or process. Every process in healthcare can be associ-
ated with patient-customers, and this is important as a corrective for healthcare’s 
tendency to see its own internal needs as primary. The patient-customer is the 
ultimate beneficiary of the services and the final evaluator of healthcare pro-
cesses. Learning to look beyond the proximal end of the process to the final 
patient-customer serves to prevent the definitions for value and waste and the 
goals of the process from getting tied up in the internal healthcare processes of 
professionals rather than focusing on the needs of the patient-customers. The 
historical tendency to focus on the internal issues of the healthcare organizations 
is a handicap to the efforts to improve in a way that really benefits the patients.

After identifying the patient-customers, their engagement in the improvement 
becomes a critical test of the effectiveness of the organization’s industrialization. 
If the patient-customer as the voice of the customer (VoC) is not directly or only 
marginally involved, then the organization’s effort to identify the other elements 
necessary for the improvement process becomes problematic. The strength or 
weakness of the involvement with patient-customers indicates the ability of the 
organization to progress with industrialization. A strong process will mean that 
the organization has arranged direct involvement by patient-customers in the 
improvement efforts.

The specification goals relate to the operations associated with a process. 
Identifying the goals that are required for each of these operations and meeting 
these specifications for all of the operations and improving these mean elimina-
tion of the defects and waste. Patient-customers provide these specifications as 
appropriate. Meeting these specifications contributes to the improvement of the 
overall goal.

Determining value is the basic focus of Lean/Six Sigma in any process 
improvement. Value means valuable to the patient-customer. It is something the 
patient-customer wants to purchase at an acceptable price. The organization 
needs to eliminate anything that the patient-customer does not value or want 
to purchase if possible. By looking to the patient-customers for the definition of 
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value, the industrialization process shifts the improvement efforts away from its 
own internal concerns and focuses on the patient-customers who purchase the 
services or products.

The concept of value as what the patient-customer is willing to pay for or 
purchase has been problematic for healthcare organizations. Healthcare financial 
structures obscure sources of payment and the connection between payment and 
the patient-customer. By ensuring that the determination of value in the process 
comes from the patient-customer, healthcare organizations realign themselves 
with the ones that they need to serve and that will ultimately pay them in the 
future.

Waste elimination as a key aspect of Lean is particularly difficult in healthcare 
because the processes and facilities function so poorly that it becomes difficult 
to see the waste. Walking is a perfect example of Lean waste in healthcare that 
is invisible. Walking is fundamental to nursing practice primarily because the 
facilities used to deliver care are designed with long halls of rooms. Nurses walk 
continuously. Viewing walking as waste in most organizations is tantamount 
to saying that all nursing is waste. Healthcare’s blindness to its own processes 
equates walking with essential activities, and this must change in order to reduce 
the waste in healthcare processes and activities.

Flow, like waste, is hard to see in most healthcare environments because the 
concept of flow was born out of the one-piece environment of manufacturing in 
which the continuous flow of individual pieces is more efficient than batching. 
In healthcare, flow associated with the clinical condition of patients is invisible 
when the flow of the patient is the change in the patient’s condition. The ability 
to equate physiologic improvement with the progression of the patient toward 
discharge is an important translation of flow to healthcare.

Product identification represents a particularly challenging area for healthcare 
in the process of industrialization because the product is often the patient. In 
identifying the product created by the care process, the ability of the staff and 
the organization to view the patient as the product actually adds an important 
element to understanding the implementation of industrialization. The product 
for manufacturing is material that is modified or changed in fit, form, or function, 
and the customer recognizes it as value. When applied to patient care, the defi-
nition shifts specifically to the patient-customer as the product and what he/she 
considers valuable.

Process standardization represents one of the most important aspects of Lean/
Six Sigma that has troubled healthcare from the initial attempts at using industrial 
improvement techniques. Standardization of a process requires that everyone 
involved in the process recognize the value of doing the process according to 
best practice the same way every time. Unfortunately for healthcare, professional 
judgment and often the personal preferences of individuals trump best practice 
and standardization. For this reason, very few processes in healthcare are well 
designed, and even fewer are performed the same way every time even in high-
risk areas such as operating rooms and critical care areas. This situation has its 
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roots in the professionalization of healthcare and the role of professionals in 
defining tasks.

In the flow of healthcare, pull and push relate to the relationships between 
the participants in the process and the flow of the process. Since waiting and 
delays are non-value-added steps in processes for the patient-customers, the 
patient’s needs pull value when the patient transfers to the next step in the 
care process as soon as the patient is ready. Push occurs when the patient is 
ready to move and transfers to the next step in the process, but the next step 
is not ready for the patient. For patient-customer transfers, push occurs when 
the emergency department is full, and patient-customers arrive in patient care 
units prior to the units requesting the transfer. Optimally, pull occurs when 
the patient units call for patients from the emergency department because they 
have beds, and patients transfer as quickly as possible to the units. Within 
the context of flow, the value-added step is the transfer of the patient when 
the patient is ready to move, and the units signal their readiness to receive the 
patient-customer.

Innovation is an essential aspect of continuous improvement within the con-
text of industrialization. Organizations should design all processes to correspond 
to the best practice and standardize it wherever process occurs. Once standard-
ized, however, the people working in the process should begin to look for inno-
vations that improve the process beyond the existing practice. This continuous 
innovation of standardized processes is not often a part of the work of employ-
ees in healthcare but represents a key concept for Lean/Six Sigma.

The need for innovation often arises out of the interactions between the 
staff and the patient-customers. As patient-customers change, the process also 
needs to change in response to their needs. By identifying the interaction with 
patients as the source of adaptive innovation, the organization focuses on the 
patient-customer rather than the desires of the leadership or the professionals. 
The ability of the organization to promote and support incremental innovation of 
processes is a valuable aspect of continuous improvement. Part of the reason that 
this method of supporting improvement does not occur more frequently is that 
it requires support and active involvement of middle management to promote 
innovation, support the employee’s effort to improve, and encourage leadership 
to accept the innovation.

There are specific tools and techniques associated with Lean/Six Sigma that 
should be familiar with anyone involved in industrialization. The initial tool that 
is useful is the project charter as a defining document of an improvement initia-
tive. The project charter identifies the people involved, the background for the 
current situation, and the rationale for improvement. It documents reporting time 
frames and milestones.

SIPOC is the acronym for supplier–inputs–process–outputs–customers that are 
part of a particular work process. This document assists the team in identifying 
all aspects of the process that may lie beyond the specific areas that are being 
improved. Including the supplier and inputs as well as the outputs and customers 
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expands the ability of the team to recognize when these peripheral elements are 
integral to the improvement. An addition to the SIPOC is the patient-customer 
value (PCV) produced through each aspect of the supplier to customer flow.

Simple flowcharting brings the process to life as it creates a graphic of the 
invisible steps that make up the activities involved in the work. Since most work 
processes in healthcare have no material existence but actually exist only within 
the minds of the people involved, the creation of a graphic depiction of the steps 
that they go through makes it easier for them to realize what they are doing and 
helps others to understand it as well.

Value stream mapping elevates flowcharting to a higher level by adding the 
determination of value in the assessment of the steps of the process. If the steps 
add value that the patient is willing to pay for, it makes sense to consider them 
value-added steps. If they do not, then they are non-value-added steps and 
should be eliminated if at all possible. The most common non-value-added step 
in healthcare is waiting or delays. It is, again, in this area that healthcare strug-
gles because so much of the care process incorporates waiting and delays as a 
 routine part of the process. This is due to a variety of factors, but a key factor is 
the availability of physicians to make decisions, give orders, or sign paperwork to 
enable the patient to progress in the care process. When organizations recognize 
waiting and delays as non-value-added steps and take them seriously, significant 
progress in the overall flow of patients through healthcare organizations will 
occur.

Looking beneath the surface of a process can be difficult with all the activities 
of the people involved. The cause-and-effect diagram provides a way for individ-
uals and groups to explore the root causes of process breakdowns and problems. 
This form of root cause analysis (RCA) facilitates inquiries in the form of asking 
“why” multiple times to arrive at the system issues. Though simple in design and 
easy to use, the ability to see the potential causes of problems and to seek for 
deeper system correlations can be powerful tools for improving processes that 
otherwise seem intractably problematic.

The Japanese, looking for ways to simplify the process of monitoring and 
reporting on improvements, used the A3-sized paper. This 11 × 17-in paper is 
large enough to contain sufficient information to enable someone unfamiliar with 
the project to quickly understand the background, the goals, the milestones, and 
progress that has been made. The typical A3 includes sections specifically for the 
important elements and often includes graphics of the processes.

To be such a powerful method for improvement, Lean often incorporates the 
simplest of ideas. Like a parent encouraging his/her children to clean their room, 
the 5S technique of sort–straighten–shine–standardize–sustain offers an easy way 
to change a chaotic storage area into an efficient distribution center for supplies 
or work. This technique points to the profound reality of industrialization that 
the effect of making work easier to perform with less waste through relatively 
simple changes is multiplied thousands of times and ultimately produces signifi-
cant improvement.
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Plan–do–study–act (PDSA) began with Shewhart and Deming and remained a 
part of the improvement environment through the years. It offers a simple, sys-
tematic method for conducting improvement that is easy to understand and use. 
For most people, the method is similar to the way they naturally make improve-
ments, and they can follow it intuitively.

DMAIC is the acronym for define–measure–analyze–improve–control that 
grew out of early Motorola success at improvement and has been associated with 
Six Sigma from that time. DMAIC provides a structure for managing improve-
ment projects that are either Six Sigma or Lean. Using the structure, a variety of 
improvement tools fit into each of the stages to facilitate the particular parts of 
the improvement efforts. Project Charter and SIPOC are frequently a part of the 
define stage. Measure brings in the data collection steps and can include qualita-
tive or quantitative data in the form of numerical samples, value stream mapping, 
VoC surveys, and customer critical to quality. Analyze brings together the data 
analysis techniques of control charts, cause and effect, Pareto charts, and cost 
analysis. Improve involves the specific activities to improve the process includ-
ing the PDSA cycles, force field analysis, flowcharting future state, and design of 
experiments. Finally, control focuses on standardizing the improvements through 
policies, procedures, and monitoring.

Statistical data analysis is more often associated with Six Sigma than with 
Lean, but it is an important part of industrialization because it grounds improve-
ment in process data. Beginning with Shewhart’s work with control charts, the 
use of statistical analysis of samples from the manufacturing process has been 
a key aspect of industrial quality control and quality improvement. For many 
hospitals, this is one of the most difficult aspects of improvement particularly as 
it relates to actual work processes because the data are not readily available, and 
the staff is unfamiliar with interpreting data. In the future, however, the abil-
ity of staff to understand statistical data related to process operations and to use 
that data to make improvements will be a fundamental part of everyone’s work 
because improvement will be a part of everyone’s job.

In the same way that statistical data have been a difficult part of improvement 
for healthcare organizations, financial impact analysis has been even more dif-
ficult. For most hospitals, the lack of financial information in the form of costs 
and revenues in real time has made the idea of reducing costs counterintuitive. 
It is difficult to correlate work processes with costs if the costs are unavailable 
until months after the departure of the patient. The infamous chargemaster offers 
insights into healthcare finances because the charges are not so much related to 
the costs of delivering care as they are to obscure interpretations of insurance 
contracts and governmental reimbursement. The lack of transparency in terms of 
cost for the staff inside the healthcare organizations is matched only by the lack 
of transparency for patient-customers who are seeking low-cost, quality health-
care. This will change in the future as the need to reduce costs places a premium 
on staff recognizing costs and patient-customers having access to information to 
make decisions on purchasing services.
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Finally, Eliyahu M. Goldratt’s (North River Press, 1999) Theory of Constraints 
has become an important part of the industrialization process for anyone trying 
to understand how to improve the movement of materials or patients through 
systems. By identifying system constraints as limiting flow and pointing to the 
need to optimize constraints in order to improve flow, Goldratt opened a new 
perspective on the reasons systems fail.
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Chapter 8

transition Groups: 
organizational, Process, 
and Cultural

As industrialization in the form of Lean and Six Sigma or another methodology 
makes steady inroads into healthcare organizations to reduce costs and improve 
quality, ten transitions will emerge out of the clash between the 20th century and 
the industrial phase to mark the beginning of 21st century healthcare. The ten 
transitions originate in the 20th century aspects of healthcare organizations, but 
they point to the future development of 21st century healthcare. As the imple-
mentation of industrialization expands, healthcare organizations will see the 20th 
century fading and the 21st century becoming clearer.

The ten transitions that lead to 21st century healthcare fall into three groups: 
organizational, process, and cultural. Within each group, there are several transi-
tions that relate to specific aspects of healthcare and represent the changes from 
20th to 21st century healthcare. Each of the transitions consists of a continuum. 
One end of the continuum represents an aspect of 20th century healthcare, and 
the other end represents that aspect as it may appear in 21st century healthcare. 
Movement of organizations results from progress away from the 20th to 21st 
 century end of the continuum. Movement in the transitions reflects the assess-
ment of characteristics pertaining to either the 20th or 21st century. As the char-
acteristics of the organizations reflect more of the characteristics associated with 
the 21st century, they advance along the continuum toward the 21st century end.

Within the organizational transitions, there are four individual transitions: 
structure, relationship, leadership, and innovation. The structure transition reflects 
the internal dynamics of the way healthcare organizations are changing their 
organizational structures to adapt to industrialization and changes in healthcare 
as a service. In the relationship transition, the focus is on the changes between 
the organizations and the people they employ. Changes in healthcare require 
employees to view their work differently and for organizations to reevaluate 
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the relationships that exist with their employees. The nature of organizations 
and work will be different in 21st century healthcare. The leadership transi-
tion focuses on the implications for traditional positional power and the nature 
of leadership as healthcare moves from the 20th to 21st century. This transition 
relates to the nature of leadership and the way it is understood in the organi-
zations. Rather than a task allocated to particular positions, leadership is rede-
fined for the 21st century in the way it is understood, who exercises it, when it 
appears, and how it functions in organizations. The final organizational transition 
is the innovation transition, which highlights the transformation of innovation from 
a responsibility associated with positional power in the organization to a global 
responsibility that is shared by everyone as an adaptive response to changes.

The organizational transitions encompass profound changes in American 
healthcare. It is not surprising, however, that healthcare organizations would 
experience significant changes in their structure, leadership, organizational rela-
tionships, and innovation processes in light of the differences between the 20th 
century and modern industrialization. Due to its self-imposed insulation from the 
rest of the American economy and marketplace, healthcare retained significant 
aspects of the values, structures, and practices of the early 20th century even 
as it embraced the technology of the 21st century. This was evident in the 2012 
Institute of Medicine report that essentially blasted American healthcare as com-
pletely out of touch with the current environment and creating excessive costs 
and poor quality as a result (IOM 2012).

Reflecting on the four transitions in the organizational group, the common 
theme is the movement away from the centralized structure of the early 20th cen-
tury corporation as exemplified by the hierarchical organization chart to a much 
more diffused and complex organizational configuration. This new 21st century 
configuration represents an adaptation to the effects of the new electronic infor-
mation systems in healthcare organizations and the increased demands at the 
point of contact between the organization and the new patient-customers. As 
the demands for information and services proliferate with the emergence of the 
new patient-customers, and as information moves faster through the organization 
between individuals and groups, the center organizational structures will not be 
able to maintain themselves as relevant and engaged if they retain the structure 
and practices of the 20th century. As the complexity increases with the multi-
plicity of interactions between employees and patient-customers, the decision 
making, leadership, creativity, and role of development will all migrate from the 
center to the outer edges, and the organizations will create themselves in new 
ways to meet the demands of the 21st century. 

The second group of transitions is the process transitions. The production 
method transition tracks the change from the individual professional as the 
craftsman customizing care for patients to the multidisciplinary team that draws 
together many disciplines available today in a coordinated effort to provide 
patients with a full spectrum of services to meet their needs. This transition 
speaks directly to the new position of the physician within healthcare processes 
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as a member of this new healthcare team process. The delivery system is the 
second process transition, and it addresses the shift from the hospital-based and 
relative limited services of the past to the multiplicity of services and service pro-
viders that are transforming healthcare in the 21st century. For patient-customers, 
the delivery system of healthcare has finally come to resemble the marketplace 
for other services offering many choices and a range of pricing options. The third 
transition is the information system transition, which highlights the profound 
changes resulting from the interconnectivity of information systems and the way 
this changes processes throughout healthcare. The fourth and final process tran-
sition is the financial transition. Along with the information system transition, this 
transition provides the foundation for the emergence of the patient-customers in 
the pursuit of quality and affordable healthcare. This is the reintroduction of the 
healthcare shopper into a new world of healthcare choices and pricing. As shop-
pers, patient-customers will transform American healthcare in their pursuit of 
what is valuable to them.

Within the process transitions, the overarching theme is the appearance of a 
vast network that encompasses healthcare organizations and the communities 
and universe within which they function. The electronic information network 
links together the expanding and diverse system of healthcare services and teams 
of healthcare professionals with the new patient-customers who have the power 
to choose their healthcare. As payers of healthcare abandon all hope of manag-
ing healthcare costs with healthcare providers, consumer health financing in the 
form of high-deductible insurance plans and health savings plans unleashes the 
dynamic force of people seeking quality healthcare at a price they can afford. 
Using the growing information systems and the growing diversity of services to 
meet the demands in the market, these patient-customers create their own virtual 
healthcare systems and in the process create 21st century healthcare in America.

The processes of care that were so carefully managed in the 20th century 
within the context of long-term relationships between patients and providers are 
completely overwhelmed as patient-customers seek out new services and new 
technologies that provide quality care at less costs. The structures of the past 
fade in the background as the disruptive factors of convenience and costs and 
good-enough quality enable patient-customers to obtain care within their own 
schedule and in the way that they choose. All of this brings about a new model 
of healthcare designed to operate within the 21st century.

The final group of transitions is the cultural transitions. The first cultural tran-
sition is the professional transition, which points to the profound change in the 
relationship between physicians and the hospital community that is occurring in 
the transitions. Once viewed as autonomous and singular in their knowledge and 
privileges, physicians within this transition become part of the overall healthcare 
process with a leading but not a solo voice. Their voice joins with a multitude of 
voices in the composition of patient care. The final cultural transition and the last 
of the ten transitions is the metaphor transition. The significance of the image of 
healthcare that patient-customers and the communities carry in their collective 
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mind cannot be overestimated, and this transition draws attention to the move-
ment from the blend of science and machinery that characterized the past to the 
complexity and adaptation that form the structure and nature of the healthcare 
system of the future.

The cultural transitions encompass the other eight transitions and provide the 
images that help to make sense of the amazing changes occurring in healthcare 
as it transitions to the 21st century. The 20th century image of the individual 
physician sitting by the bedside of the young patient and watching intently for 
the break in the illness disappears into the 21st century sea of professionals with 
a myriad of specialties blending together into a system of care in which no one 
reigns over the others. All the voices join together to speak and interpret the sto-
ries of the patient-customers, and each one adds an important part to the story.

Moving away from the scientific-machine image of the 20th century with its 
universe of precise laws, clear controls, and predictable outcomes, the image of 
the 21st century appears as a kaleidoscopic vision in which the colors change 
rapidly, and the many facets blend into surprising shades of light and color. 
This complex adaptive system of healthcare forms out of the needs of patient- 
customers and takes shape within the network of communications and interac-
tions and services that are constantly evolving. It is in this future of healthcare 
that organizations will need the benefits of their industrialization and the vision 
of their transitions to succeed in meeting the needs of their patient-customers 
and communities.
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Chapter 9

transition Categories 
and Characteristics

As healthcare organizations progress in implementing industrialization, the con-
flicts between their 20th century heritage and the new values, structure, and 
practices of industrialization increase and become clearer. The conflict results 
from the introduction of industrialized quality and operational practices into 
this older system and the dramatic differences between the two. As this conflict 
intensifies, the ten transitions begin to appear. These transitions arise as the orga-
nizations recognize that the qualities and characteristics that are in conflict with 
industrialization actually come from the traditions of the 20th century values, 
structures, and practices that are embedded in the fabric of the organization’s 
daily life. It is this realization that enables the organization to recognize that the 
new images are 21st century healthcare emerging out of the conflict between 
industrialization and 20th century healthcare.

The 21st century healthcare images that appear reflect the effects of the con-
flict but go beyond it. The healthcare of the 21st century is not an industrialized 
version of 20th century healthcare. It is also not healthcare converted to a manu-
facturing model. This new healthcare is evolving and dynamic and incorporates 
the influence of the history and the struggle of industrialization into a new con-
figuration shaped by the needs, desires, and expectations of patient-customers 
who emerge out of industrialization as the new driving force in healthcare.

Though the process of industrialization began with the demands of employ-
ers, agencies, and the federal government for better quality and lower costs, it 
will result in a new American healthcare that responds to the needs of the new 
patient-customers of the future. For organizations to navigate this new 21st cen-
tury healthcare, they need to recognize the ten transitions as the paths to this 
future. These paths only appear and become relevant as industrialization reaches 
the point that it truly challenges the aspects of 20th century healthcare that are 
deeply embedded in healthcare organizations. Their appearance and the abil-
ity of organizations to recognize the ten transitions and the images of the future 
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they contain are an indication that industrialization has actually begun to change 
the essential nature of the organizations.

Once industrialization has reached the point that the ten transitions become 
relevant to the future of the organizations, the organizations need a way to 
monitor their progress in moving through the transitions. This progress does 
not reflect progress in industrialization but rather progress of the organizations 
in moving from 20th century healthcare to the creation of 21st century health-
care represented in the images of the latter. By the time the images of the 21st 
century become relevant and meaningful to the organizations, industrialization 
has reached an advanced stage. Up to this point, the organizations evaluated the 
strength of the various components of industrialization (industrialization assess-
ment; see Chapter 7), but the real measure of the extent of industrialization is the 
organizations’ awareness of the ten transitions and the relevance of the images of 
21st century healthcare that they present.  

Transition categories are useful in helping organizations to assess their prog-
ress within each of the ten transitions. The categories form the parameters of the 
transitions. There is a healthcare image in the 20th century category that reflects 
the essential nature of that aspect of healthcare as it appeared in the past in each 
of the ten transitions. An image of 21st century healthcare challenges the 20th 
century image in each of the transitions. These two images represent categories 
of what existed in the past and partially remains and what is in the future and 
is just beginning to appear. Movement away from the 20th century category and 
movement toward the 21st century images constitute progress in the transitions.

The origin of the categories for the 20th and 21st century is in the changes 
that are occurring internally in healthcare and in the environment within which 
healthcare functions. The most significant internal change is the early 21st cen-
tury development of electronic information systems in healthcare organizations. 
This long-anticipated and feared apparition required healthcare organizations to 
give up their quaint paper medical records and physician processes. With fund-
ing from the federal government and the mandate for meaningful use of elec-
tronic information systems, healthcare organizations finally succumbed to the 
inevitable and to the enticement of federal funds and began the process of imple-
menting these systems. Though problematic from the beginning, hospitals, physi-
cian practicers, and other healthcare organizations worked through the issues of 
moving from isolated computer systems in individual departments or practices to 
networked systems in the first decade of the 21st century.

The most significant external change that shapes the categories is the emer-
gence of the patient-customer as a force in healthcare. Though forced into exis-
tence by the failure of 20th century healthcare to effectively address its quality 
and cost issues, the arrival of the patient-customer is transformative. The role of 
the patient as a customer in healthcare disappeared in the insurance structure of 
the middle and late 20th century. Medicare, Medicaid, and employer-sponsored 
insurance essentially bypassed the patient as a customer by taking the financing 
away from individuals and transferring it to the insurance companies and the 
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government. This transference was a financial change that did not include a 
strong quality component designed to address the potential for healthcare orga-
nizations and their affiliated industries to abuse their roles in order to maxi-
mize their earnings. With no true customer functioning in healthcare and with 
no effective quality and cost programs, healthcare did what capitalists always 
do when given the opportunity; it maximized its profits by creating a medical–
technological  mass production machine with minimal quality restraints.

After years of increasing costs and declining quality as technology grew and 
consumption followed, the healthcare system became an intolerable burden on 
the employers and the government. The disciplining force of late 20th century 
industrial quality became the last hope for the runaway production system of 
American healthcare. Unfortunately, the power of healthcare proved resistant, 
and the voluntary implementation of industrial quality proved too slow to make a 
significant difference in costs and quality. Frustrated by the slow changes occur-
ring in healthcare, employers and the government arbitrarily shifted the cost of 
healthcare to the patients in the form of high-deductible health insurance plans 
and reductions in Medicare coverage. Though frequently packaged as giving 
employees greater choice and minimized by employers and insurers in terms of 
its effect on consumers, the shift of significant healthcare costs back to patients 
set in motion many of the changes that are generating the categories of the 21st 
century that appear in the transitions.

Other changes coming out of these two very significant changes contrib-
ute to the development of the categories that frame the ten transitions. As the 
information systems expand and become more sophisticated, they create con-
nections throughout organizations that increase the speed and frequency of 
interactions between employees and patient-customers even as they minimize 
the ability of the organization to monitor and manage the operations. This brings 
about changes in the structure, relationships, leadership, and innovation in the 
organization.

New demands placed on healthcare organizations by the newly empowered 
patient-customers generate changes in the organizations. Demand for services 
that deliver quality at lower cost and with greater convenience begin to disrupt 
the traditional hospital and physician configuration of 20th century healthcare. 
Technological development in healthcare that once focused on high-cost equip-
ment for hospitals shifts to the development of devices that enable patients to 
manage more of their care at home with only minimal assistance. Financing 
arrangements become more flexible as healthcare becomes another charge item 
for families with reductions in insurance coverage. Finally, the pursuit of cost sav-
ings shifts the attention of patients as healthcare shoppers from higher-cost physi-
cian specialists to the more convenient and lower-cost providers who can address 
a wide range of care issues.

Taken together, the transformative effects of the new information systems and 
the empowerment of patient-customers set in motion many of the changes that 
shape the 21st century categories of the ten transitions. These categories are set 
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over against the existing images of the 20th century that came into sharp relief as 
industrialization began to move through healthcare organizations and challenged 
the status quo that developed over the past century. In this way, the past and 
the future come together as two ends of a continuum that serve as the paths for 
healthcare as it moves into the future.

Within the organizational transition group, the structure transition contains the 
categories of 20th century hierarchy at one end of the continuum and 21st cen-
tury complex system at the other. In the relationship transition, the 20th century 
transactional category forms one end of the continuum, and the emergent cate-
gory forms the 21st century end. The leadership transition has control as the 20th 
century category and trust as the 21st century end of the continuum. The final 
organizational transition is the innovation transition, which begins with the 20th 
century centralized innovation category and ends with the 21st century adaptive 
innovation category.

Within the process transition group, there are also four individual transitions. 
The production method transition continuum begins with the 20th century crafts-
man category and ends with the 21st century multidisciplinary team category. 
The delivery system is the second process transition, and it begins with the hos-
pital at the 20th century end and the continuum of care at the 21st century end. 
The third is the information system transition. This transition moves from the 
20th century category of isolation to the 21st century network. The fourth transi-
tion is the financial transition. In this transition, we move from the 20th century 
fee-for-service category to the 21st century consumer health financing.

Within the cultural transition group, there are two transitions. The first cul-
tural transition is the professional transition with autonomy as the 20th century 
category and integration as the 21st century category. The final transition is the 
metaphor transition. The metaphor transition begins with the scientific machine 
metaphor for the 20th century and the complex adaptive system as the category 
for the 21st century.

In the transitional assessment charts, organizations identify the characteristics 
or descriptive phrases for those characteristics associated with the transition that 
reflect the 20th century and list them under the 20th century category. In the 
same way, the 21st century category is at the top of the column for identifying 
characteristics that reflect the 21st century category images. These characteristics 
appear as industrialization progresses in the organizations and are listed in the 
chart. These form the images that help the organization and their employees to 
recognize the beginning points of the transition and the endpoints for their tran-
sitions. Though the categories are the same, the specific characteristics may differ 
in different organizations because the organizations reflect the diversity of the 
different customs, values, and practices of their communities. Examples of orga-
nizational characteristics for each category are included in the transitional assess-
ment charts for each of the transitions in the following chapters to help leaders in 
identifying the characteristics in their organizations.
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The characteristics become the beginning and end of the continuums for each 
of the transitions. They identify the characteristics of the 20th century and the 
vision of the 21st century for their organizations. Using these characteristics, the 
organizations have an opportunity to assess their progress along the continuums 
in articulating and promoting a clear vision of the future. The transitions help 
their organization to recognize the characteristics of the past that they are leaving 
behind and the vision of the future that they are pursuing. The value of mapping 
movement along the continuum is in motivating the people in the organization to 
see the future in the characteristics of the transition and work to move the orga-
nization toward their new future in healthcare. Identifying the characteristics is an 
important part of the organizations’ engagement with the transitions and a way 
in which leadership, employees, and others recognize what was in the past that 
is fading and what will be in the future that is beginning to appear. Recognizing, 
documenting, and using the characteristics for each transition enable organizations 
to move toward the future that they believe awaits actualization.

The process for identifying the characteristics will be different depending on 
the particular transition and period that is in question. For the organizational 
transitions of structure, leadership, relationship, and innovation, the 20th century 
characteristics will be part of the senior leadership experience for individuals and 
groups who were present in the past and can recount their experiences. Asking 
these individuals and groups to identify what they believe has changed with the 
industrialization of the organization can help to identify characteristics that are 
beginning to fade. In the same way, leadership will need to assess new and/or 
different conflicts with what existed previously as the process for identifying the 
21st century characteristics that may be in their initial stages. Recognizing the 
images of the past that are fading and the images of the future that are appearing 
as characteristics is the basis for the organization in identifying progress toward 
21st century healthcare.

In the process transitions, the characteristics associated with production meth-
ods, delivery systems, information systems, and finance will be more objectively 
visible than the organization transitions. The 20th century history of process 
transitions will be documented in a variety of reports or work processes that are 
familiar to many people and can be recalled or researched. In a similar fashion, 
the 21st century future direction of these transitions may be evident at least in 
part in the organizations’ plans, financial reporting, and future resource alloca-
tions. Bringing together this information will help to identify the characteristics 
that were part of the past and disappearing and those beginning to appear.

Perhaps the most subtle changes will be those associated with the cultural 
transitions that include professional and the overall organizational metaphor 
transitions. In searching for the signs of what existed in the past that characterize 
these two transitions, it will be helpful to survey people and groups who would 
have been present to see or notice the characteristics. A similar process could be 
used for characteristics associated with the future.
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Professional status often appeared in the form of long white lab coats or 
other symbols of status. Individuals of particular clinical or administrative rank 
expected social deference and acknowledgment. The characteristics of 21st cen-
tury healthcare would be similarly illustrated by the way that these symbols of 
autonomy and independence are no longer evident or that these individuals are 
incorporated into the organizations in new ways.

For the metaphors associated with organizations as a whole, the way people 
talk about the organization or the way they think it functions offers insights. 
Discovering the underlying metaphorical characteristics could require meetings 
and discussions with groups about the metaphors currently in use or referenced 
in the way people talk about the organization. In terms of the metaphors of the 
future, surveys and discussions with people on ways they see the organization 
changing or the way they see it responding to change as evidencing a particular 
image or concept portends the future metaphor that may be emerging.

Through the categories and characteristics of the transition assessment charts, 
the progress of healthcare organizations as they move from the 20th to 21st cen-
tury in the ten transitions becomes clearer. Using a variety of techniques such as 
focus group discussions and surveys to discover the consensus within the orga-
nization of the characteristics that are most descriptive of the past and the char-
acteristics that appear to be emerging for the future, the characteristics and the 
progress toward the 21st century healthcare organization can be assessed. This 
provides a means for healthcare organizations to recognize important internal 
and external changes as part of this progression. It also enables organizations to 
see the images that are appearing that offer insights into the future. Using these 
future images, the organization is able to guide and motivate its employees to 
strive to realize the future that awaits.
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Chapter 10

transition Assessment tools

Assessing progress within the ten transitions begins with the transition assess-
ment charts for each of the ten transitions. These charts contain two characteris-
tic columns and two point columns. The charts consist of columns designated as 
20th and 21st century, and each of these columns carries a label with the cate-
gory appropriate to the transition and column. Each of the category columns has 
a column for points. The 20th century has a negative point column, whereas the 
21st century has a positive point column. 

In each of the columns, organizations list the characteristics for that particular 
category. In the 20th century column, the characteristics reflect the category for 
the organization as it was and may still be in the 20th century. In the 21st cen-
tury column, the characteristics reflect the images of the organization for that cat-
egory that are beginning to appear. Comparing the characteristics in the 20th and 
21st century column, the characteristics are assessed, and a −1 is assigned when 
the characteristic that is most dominant reflects the 20th century, and a +1 is 
assigned when the characteristic that is most present in the organization reflects 
the 21st century. The totals for the point’s columns are added up and the totals 
are entered at the bottom of each column. Identify five characteristics initially for 
each transition assessment chart column (see Figure 10.1). 

Transferring the totals of the 20th and 21st century from each of the transi-
tion assessment charts to the transition scorecard provides a way to review the 
point totals for the ten transitions and to develop the final total for the transition 
progress scale. The scorecard also provides a comparison of the transitions to 
identify which are impeding progress the most and which have progressed the 
farthest. When the final number is transferred to the scale, the overall progress 
of the organization as reflected in the aggregate of all the ten transitions will be 
displayed for a particular date (see Figure 10.2).

Organizations begin at the center or zero on the transition progress scale. A 
larger negative number moves the organization toward the 20th century end of 
the scale and represents a lack of progress. A larger positive number moves the 
organization toward the 21st century and represents progress in adapting to the 
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new healthcare model. A total of 50 points are possible in either direction based 
on the five characteristics that are identified for each of the ten transitions (see 
Figure 10.3). The overall mapping of the path to 21st century healthcare can be 
visualized as a flowchart (see Figure 10.4).

The illustration that follows provides an example of mapping the transitions. It 
begins with the transition assessment charts from each of the ten transitions. The 
organization lists the characteristics under the 20th and 21st century category and 
chooses the characteristics that currently describe the organization in that aspect. 
For the characteristics that describe the organization’s current state, “1” is placed 
next to the characteristic, as shown in Figure 10.5. 

The organization places the totals from each of the columns of the transition 
assessment chart in the correct columns and rows of the transition scorecard. 

Transitions scorecard
20th century

(neg. no.)
21st century

(pos. no.)

Total 
(sum neg. 
and pos.)

Organizational structure: hierarchy to complex system

Organizational relationship: transactional to emergent

Leadership: control to trust

Innovation: centralized to adaptive

Production method: craftsman to multidisciplinary team

Delivery system: hospital to continuum of care

Information system: isolation to network

Financial: fee-for-service to consumer health financing

Professional: autonomy to integration

Metaphor: scientific machine to complex adaptive system

Totals (transfer sum to transition progress scale)

Figure 10.2 transition scorecard.

20th century characteristics
Points 
(neg) 21st century characteristics

Points 
(pos)

Total
(record on transition scorecard)

Total 
(record on transition scorecard)

Figure 10.1 transition assessment chart.
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Transition progress scale

Date:  

20th century
−50 −40 −30 −20 −10 0 10 20 30 40 50

21st century

Regress Progress

Figure 10.3 transition progress scale.

Lean and
Six Sigma

Operational relationship transition:
transactional to emergent

Leadership transition:
control to trust

Innovation transition:
centralized to adaptive

Production method transition:
craftsman to multidisciplinary team

Operational structure transition:
hierarchy to complex system

Delivery system transition:
hospital to continuum of care

Information system transition:
isolation to network

Financial transition:
fee-for-service to consumer

health financing

Professional transition:
autonomy to integration

Metaphor transition:
scientific machine to complex

adaptive system

21st century
healthcare

20th century
healthcare

Figure 10.4 Mapping the path to 21st century healthcare.

20th century hierarchy Points (neg) 21st century complex system Points (pos)
Traditional organizational chart design 
with positional power highest at the top 1

Organization chart displaying 
organizational communication and 
functional support connections

Accountability defined by vertical 
reporting relationships

Accountability based on response to 
needs to support work and 
connections across system

1

Information follows reporting design 1 Information flow supports work and 
connections across system

Allocation of resources controlled by 
higher positions 1 Access to resources based on 

guidelines with few restrictions
Department activities directed by 
higher positions 1 Work and support activities develop 

spontaneously in response to changes
Total (record on scorecard) –4 Total (record on scorecard) 1

Figure 10.5 example—organizational transition structure characteristics assessment.
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The scorecard provides a quick review of all the categories and sums the values 
for all the ten transitions (see Figure 10.6).

The organization places the total sum from the transitions scorecard on the 
transition progress scale. With zero in the center, the left indicating movement 
toward the 20th century, and the right indicating movement toward the 21st cen-
tury, the results indicate whether the organization moved toward the 20th or 21st 
century based on the transitions. The transition progress scale has an initial scale 
of 0–50 points on the right and 0–50 points on the left in gradations of 10 points. 
The organization can adjust the scale to a range that meets the needs for tracking 
its progress, as shown in Figure 10.7.

Transitions scorecard
20th century

(neg. no.)
21st century

(pos. no.)

Total 
(sum neg. 
and pos.)

Organizational structure: hierarchy to complex system –4 1 –3

Organizational relationship: transactional to emergent –4 1 –3

Leadership: control to trust –5 0 –5

Innovation: centralized to adaptive –3 2 –1

Production method: craftsman to multidisciplinary team –5 0 –5

Delivery system: hospital to continuum of care –1 4 3

Information system: isolation to network –2 3 1

Financial: fee-for-service to consumer health financing –4 1 –3

Professional: autonomy to integration –3 2 –1

Metaphor: scientific machine to complex adaptive system –4 1 –3

Totals (transfer sum to transition progress scale) –35 15 –20

Figure 10.6 example—transitions scorecard.

Transition progress scale

Date:  

20th century
−50 −40 −30 −20 −10 0 10 20 30 40 50

21st century 
X

Regress Progress

Figure 10.7 example—transition progress scale.
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Chapter 11

organizational transition: 
Structure—Hierarchy 
to Complex System

The first organizational transition is the structure transition (see Figure 11.1). This 
transition begins with the 20th century hierarchy category as the traditional way 
in which healthcare organizations viewed management and reporting relation-
ships. The continuum of this transition ends with the 21st century complex sys-
tem category that reflects the new structure of organizations appearing with the 
implementation of information technology and the relationships and interactions 
that arise out of this new capability for employees and patient-customers.

To use the structure transition assessment chart, identify five characteristics 
in your organization that fit the 20th century hierarchy category, and document 
them in the column. In the 21st century complex system category, identify five 
characteristics of complex systems in your organization that represent changes 
from the 20th century hierarchy characteristics. Using the transition assessment 
chart, identify the dominant characteristic of the 20th or 21st century currently 
in your organization, and assign a 1 in the column for that characteristic. When 
you have completed the assessment of the five characteristics in each category, 
total the columns, and document the totals on the transitions scorecard. The sum 
of the columns based on the comparison of the dominance of the characteris-
tics indicates whether your organization reflects more the 20th or 21st century 
healthcare organization. In identifying characteristics of the 20th and 21st century 
organizational structures in your organization, there are a variety of sources of 
information that you can use. The organization chart, which is very common, 
provides valuable insights into the structure and management of the organization. 
It also offers the means for assessing the influence of information technology on 
the structures of your system.

The appearance of the original organization charts at the New York and Erie 
Railroad in 1854 and a very different organization chart at the Union Pacific and 
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Southern Pacific Railroads in 1910 illustrates the applicability of the organization 
chart for assessing characteristics of organizations and the effect of information 
technology on the structure of organizations. Daniel McCallum as the head of 
the New York and Erie Railroad “created the first organization chart in response 
to the information problem hobbling one of the longest railroads in the world” 
(Rosenthal 2013). At the time, according to Rosenthal, the telegraph was generat-
ing more information than the railroad employees could manage effectively, but 
it was information that was vital to prevent accidents when rail traffic moved in 
opposite directions on the same tracks. McCallum needed a way to organize the 
flow of information and decision making in the railroad. Rosenthal notes that 
McCallum’s organization chart does not resemble the modern triangular chart 
with the highest authority at the top but instead resembles a tree with the board 
of directors and senior leadership at the root of the tree in support positions and 
division superintendents and departments as the branches. This configuration 
retained the operational decision making at the branches while permitting the 
flow of useful information from the branches to the trunk root (Rosenthal 2013).

In the 1870s, the Pennsylvania Railroad developed a different type of organi-
zation chart. This chart, popularized in Railroad Administration in 1910 as the 
organization chart of the Union Pacific and Southern Pacific Railroads to organize 
its 80,000 workers and 55,000 mi of rail and steamer lines, placed the board and 
president of the railroad at the top of the chart in the highest positions of power 
(Harvard Business Review [HBR] 2014). The chart “visualized the pathways by 
which the president of the railroad collected reports and recommendations from 
each branch, making strategic decisions atop the chain while each railroad was 
run independently” (HBR 2014, p. 32). With the various departments and posi-
tions displayed in boxes with reporting accountabilities, this chart established the 
common theme of modern organizational bureaucratic structure and reporting.

The changes that technology and complexity brought to the railroads as 
organizations led to the development of the two charts. McCallum developed 
his chart as a way to organize the flow of information at the operational level as 
new technology in the form of the telegraph made real-time information avail-
able up and down the tracks for the first time. He created a tree-like structure 
that shaped the flow of this real-time information to make it effective at the 
operational level (Rosenthal 2013). The Pennsylvania Railroad chart expanded 

20th century 
hierarchy

Points 
(neg)

21st century
complex system

Points 
(pos)

Total (record on scorecard) Total (record on scorecard)

Figure 11.1 organizational transition structure characteristics assessment chart.
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by the Union Pacific and Southern Pacific Railroads created a design to illustrate 
the control and accountability by linking the departments to the positions of 
senior management. It did not address the flow of information between the vari-
ous departments but rather between the departments and the top leaders in the 
structure (HBR 2014).

These two charts represent the two categories of structure transition. The 
Union and Southern chart exemplifies the hierarchical chart used by most health-
care organizations during the 20th century and still used today. It identifies 
the highest-ranking positions at the top of the chart and links the departments 
that report to them. Its purpose is to describe the reporting and accountability 
that facilitate command and control in the 20th century bureaucratic design of 
organizations.

The McCallum organization chart comes much closer to expressing the health-
care organization of the future though it appeared early in the 1850s. With the 
implementation of information technology, healthcare faces a situation similar 
to the arrival of the telegraph. For the first time, employees throughout health-
care organization have access to real-time information about the patients and the 
operations of the organization. This new information technology pushes decision 
making to the fringes where the organization interfaces with its patient-customers. 
Information moving through the system promotes the development of the orga-
nization as a complex system and requires a structure based on communica-
tion that occurs with many individuals and groups interacting together and with 
patient-customers. The significant increase in the flow of information and the 
complexity of the organizations overwhelms the organizational structures of the 
past and pushes the organization to move from the older chart to a new structure 
that forms the characteristics in the organizational structure transition.

20th Century Hierarchy

As you begin your development of the organizational structure transition assess-
ment chart, you need to identify five characteristics for the 20th century hierar-
chy category. Merriam-Webster Online Dictionary defines hierarchy as “a group 
that controls an organization and is divided into different levels” or “a system in 
which people or things are placed in a series of levels with different importance 
or status.” In healthcare organizations, the hierarchical structure of management 
dominated the 20th century and continues today as reflected in most organiza-
tion charts. The traditional chart with its boxes and lines exemplifies the scien-
tific view of management and the pursuit of efficiency that were the hallmarks of 
industrial era and the 20th century.

Hierarchical organization charts often have positions at the top of the chart 
and departments below. The positions at the top, often beginning with “C” 
such as chief executive officer (CEO), chief financial officer (CFO), etc., identify 
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the positions in the organization exercising authority over the departments that 
report to them. Lines with arrows show accountability between the positions and 
reporting departments. The positions at the top of hierarchical charts customar-
ily have the most control and authority, and the power decreases progressively 
toward the bottom of the chart. Higher compensation, access to information, and 
status within the organization are associated in most organizations with higher 
levels on the chart.

The organization chart presents a structure designed to answer the question, 
“Who is in charge?” When anyone needs to know who is in charge or in con-
trol of particular areas or able to provide resources or direction to departments, 
the organization chart is the fastest way to obtain an answer to the question. 
It clearly sets out these power relationships in graphic form and so becomes 
a guide to the organization and the management and relationships that exist 
between positions and departments.

Once you have identified the hierarchical structure of the organization and 
indicated this as a characteristic in the transition assessment chart, documenting 
the effects that come out of this organizational structure provides the remaining 
characteristics as qualities that are part of 20th century healthcare organizations. 
The most common effects of this structure that may serve as characteristics under 
hierarchy for your organization relate to the reason the structure was developed 
historically. The four characteristics of hierarchy involve the use of positional 
power or power associated with the position on the organization chart to man-
age accountability, information flow, resources, and activities.

Five possible characteristics for the 20th century healthcare organizations 
under the organization structure transition are as follows: (1) traditional organi-
zational chart design with positional power highest at the top; (2) accountabil-
ity defined by vertical reporting relationships; (3) information follows vertical 
reporting design; (4) allocation of resources controlled by higher positions; and 
(5) department activities directed by higher positions.

Selecting these characteristics of the hierarchical structure as 20th century 
does not indicate a judgment as to whether these characteristics are bad or 
wrong. These characteristics of the hierarchical structure are common in 20th 
century healthcare organizations. The goal of the assessment is to determine 
which 21st century characteristics relate to these 20th century characteristics 
in order for the organization to determine how the 21st century may be dif-
ferent from the 20th century and to move toward the 21st century end of the 
continuum.

The importance of accountability defined in the chart captures the nature 
of the bureaucratic organization in the 20th century healthcare organizations 
or the way in which these organizations function. The particular departments 
or positions that are accountable to positions express the prioritization and the 
dominance of positions within the hierarchy of the organization. If nursing is 
a division depicted as accountable to a CFO with operational responsibilities, 
then this arrangement reflects the priorities of the financial division in ways 
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that are different from nursing reporting directly to the CEO. The arrangement 
of positions and departments in terms of accountability makes the traditional 
20th century organization chart and its presence and role in the organization 
very important in defining the organization as characterized by a 20th century 
structure.

Information flow is a possible characteristic in the 20th century structure chart 
that reflects the hierarchical organization. In 20th century organizations, the 
flow of information follows the vertical reporting relationships in the organiza-
tion chart. It expresses the dependency of lower positions on higher positions 
to know what is happening and what to do in response to what is happening. 
Higher positions provide guidance to their departments to ensure the execution 
of the overall plan of the organization, and departments report their results to 
the higher positions.

The flow of information established by the hierarchy specifically relates to 
the use of position power to develop plans for the organization and commu-
nicate them down to the operational areas. The information flow up the chain 
of command provides senior leaders with information on the progress made in 
responding to the directives previously communicated. The structure specifically 
addresses the need for information to flow down from the higher positions and 
up from the departments but does not describe or facilitate the flow of informa-
tion outside of the vertical structure.

Access to organizational information is a distinction that differentiates the 
higher and lower positions of the organization. Superiors communicate informa-
tion about the overall strategy of the organization and the details of organiza-
tional planning only to the degree necessary to enable operational areas to fulfill 
their roles in accomplishing the plans. High positions manage information flow 
about the organization and their knowledge of this information in real time as 
important in establishing their position within the hierarchy and defining their 
role and significance to the organization and to the departments that report 
to them. The 20th century organization controls the ability of departments or 
individual employees to act independently or to know what is happening at an 
organizational level by keeping information flow carefully controlled within the 
positional power structure. This reinforces the dependency of departments on 
the higher positions and reduces the ability of operational areas and individuals 
from gaining enough information to act independently.

Positions at the top of the hierarchical organizational chart manage the 
allocation of resources as an essential aspect of the power that they exercise. 
Departments within the organization appeal to the positions that they report 
to for additional supplies, personnel, equipment, and other forms of resources 
and receive authorization or denial for those resources depending on the judg-
ment of the positions above them. The control of resources represents a signifi-
cant influence to the overall culture of the organization. The greater the control 
of resources and the more difficult the resources are to obtain, the greater the 
dependency and the more influence the positions of power at the top of the 
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chart exert over their departments. The number of meetings, the prevalence of 
innovation, and the speed by which organizations adapt to their environment all 
relate to access to resources as well as information.

The final characteristic that may be associated with hierarchical structures 
relates to the activities of departments and the ability of positions at the top to 
manage and control these activities. For organizations structured hierarchically, 
the direction of activities by departments comes down from higher positions, and 
the reporting of the results of those activities goes up to the higher positions. 
This arrangement strengthens the ability of the higher positions to manage activi-
ties based on their knowledge about the overall plan for the organization and 
the control of the resources associated with those plans. The more tightly higher 
positions control the activities of their departments in performing work, devel-
oping new activities, and otherwise adapting to situations in real time, the more 
difficult it is for the departments to respond to changes.

21st Century Complex System

In the organizational structure transition, the 21st century structure category 
is the complex system. This organizational structure represents the future of 
healthcare organizations, and, as it appears, it serves as a guide in the move 
along the continuum of the organizational structure transition. The motivation 
to move away from the hierarchical structure of healthcare organizations to a 
complex system image comes from the implementation of electronic information 
technology that creates a new infrastructure in healthcare organizations. This 
infrastructure supports real-time information dissemination of operational and 
organizational information throughout organizations. The flow of information 
and the connections between individuals based on the new information technol-
ogy serve as the foundation for the complex system and for the creation of a new 
structure of the organization that is different from the hierarchical structure of 
the past (Wheatley 1992; US DHHS 2012).

As healthcare organizations evolve as complex systems, the complex sys-
tem attributes will appear and shape the nature of the organization. Emergence 
of new structures, patterns, and processes within the system occur unpredict-
ably through the interactions of the individuals connected through the system 
(Zimmerman 2011). Connectivity in complex systems supports the relationship-
centered way in which the systems relate internally and to the environment 
(Zimmerman 2011). Through these interconnections, the system self-organizes 
or creates a new order spontaneously without the intentional intervention of 
individuals or the central leadership (Zimmerman 2011). Smaller systems within 
systems or embedded systems operate simultaneously and coevolve over time 
(Zimmerman 2011). The design and management of the system are distributed, 
and simple rules serve to shape the functioning of the system (Zimmerman 2011).
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Sophisticated information systems that link individuals within healthcare orga-
nizations shape the organization and the way it operates. The hierarchical struc-
ture of the past continues to influence the system but no longer has the capacity 
to control it as in the past. Individuals share information in real time and coor-
dinate activities with less and less direction from the hierarchical structure. The 
emphasis is more on connections, communications, and relationships and less on 
positional power and titles and a defined hierarchy.

Five possible characteristics for the 21st century complex system under the 
organization structure transition are as follows: (1) organization chart displaying 
organizational communication and functional support connections; (2) account-
ability based on response to needs to support work and connections across sys-
tem; (3) access to resources based on guidelines with few restrictions; (4) access 
to organizational information open and transparent; and (5) work and support 
activities develop spontaneously in response to changes. Beginning with the 
organization chart, as healthcare organizations move toward a complex system 
orientation, a redesign of the chart appears inevitable. This redesign needs to 
reflect the shift from dependence on the positions at the top of the organiza-
tional chart to reliance on the connections and relationships created by the 
new information technology infrastructure. As a complex system, healthcare 
organizations need to consider the ability of individuals and groups to share 
information and to create new processes and structures to manage changes in 
the organization and the environment without reliance on a central structure 
or positions of power. These changes occur as information becomes avail-
able in real time through information technology and groups’ reaction to the 
information.

Given this situation, the depiction of the complex system is the more useful 
and accurate image of the 21st century healthcare organization and much more 
useful to anyone interested in how the organization functions. Positions continue 
to exist, but the nature of the power has shifted from positional power based on 
a vertical alignment to the relationships that represent the ability to deliver sup-
port because the focus has shifted to the interface between the organization and 
the patient-customers rather than the operations and central leadership. The abil-
ity to interact effectively with patient-customers and to obtain resources needed 
to respond to requests becomes the most important linkage in the complex sys-
tem that now makes up the organization.

The second characteristic of the 21st century complex system is the shift 
from power or accountability structures aligned in a vertical configuration to 
the complex system of the 21st century healthcare organization that defines 
accountability based on functional responsibilities and interdependencies. 
Functions take the place of departments because the department names were 
limited in their ability to express what they actually did. Department names 
represented an older categorization rather than the actual function or operation 
of the area. The designation of departments such as physical therapy or nursing 
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in the past no longer encompasses the broader range of services and activities 
in the future. Providing functional designations within the organizational chart 
and showing the connections to other functions create a clearer picture of the 
actual relationships and interdependencies that are part of the 21st century net-
work. Mapping the connections between functions indicates the responsibilities 
to deliver the services to meet needs in the organization as other areas of the 
organization deliver services to meet the needs of patient-customers. Defining 
these relationships becomes critically important in helping the organization 
to recognize the interdependencies and to facilitate the delivery of services 
between departments that must work together to fulfill functions. These func-
tional responsibilities define the relationships that exist to perform the impor-
tant work of the organization.

Even as the functional relationships define the way that different areas in 
the organization relate to one another, the flow of resources takes on a greater 
significance in supporting the work of the various areas that depend on each 
other functionally and the patients and other customers that rely on the orga-
nization. The third characteristic of the 21st century complex system is access 
to resources based on guidelines with few restrictions that aligns with services 
to assist customers and responds to unusual circumstances that may occur. The 
connections within the complex system highlight the way the resources are 
allocated as they are needed through the system.

In this new configuration, the most prominent nature of the complex system 
is the information flow moving in many directions. No longer trapped in the 
vertical structure of the 20th century but now able to depict information flows 
as it exists in reality in the organization, the new organizational chart provides 
a visual depiction of the way information supports the relationships between 
functions and supports the delivery of services to customers. Power and 
accountability are in the capacity of various major functional areas to support 
those aspects of the system that directly interact with customers and deliver 
services rather than in a vertical alignment associated with the top of the chart. 
Information flow is the image that best defines the links between these areas 
of the healthcare organization and the relationships that they share in relation 
to the customer.

Even as the extent of information flow is the chief characteristic of the 21st 
century complex system, open access by staff and multidirectional flow of orga-
nizational information in real time are an important distinction between this 
new structure and the 20th century structure of healthcare organizations. Open 
access to organizational information, the fourth characteristic of the 21st century 
complex system, breaks down the silo configuration of the vertical alignments 
that required information to follow the power and control structure and delivers 
information about the organization to the functional areas that need it to develop 
responses. The functional areas and service delivery areas no longer have the 
time to wait for central leadership to receive, analyze, and develop a response 
to changes that are occurring inside the organization and in the surrounding 
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environment. Changes are happening rapidly, and the speed of change requires 
rapid responses. Waiting for information to flow from the highest positions to the 
lowest areas of the organization compromises the ability of the individuals at the 
interface with customers to react effectively.

More importantly, this open structure transforms information from a sym-
bol of power and control to the key to creating effective services for patient-
customers by enabling service delivery and support functions to respond quickly. 
Whereas information about the organization was once considered a privilege, it 
is now viewed as necessary because of the role it plays in supporting the care of 
patients and responding to the needs of customers.

In the 20th century, change was something that appeared in the distance like 
a train approaching an organization. Management within the organization had 
time to ponder the changes, consider different responses, and deliberate on how 
to react. Individuals offered proposals in response to the anticipated changes. 
Finally, management reviewed all the recommendations and developed responses 
that considered all the various perspectives and stakeholders before developing 
the final response to the change.

In the 21st century complex system, the final characteristic for consideration 
is the alignment of accountability and information to support system responses 
to changes because this has become a matter of survival. In the new environ-
ment, accountability and information flow follow the paths of efficient and effec-
tive response to changes rather than the static structure of the past. Individuals 
who can respond to changes regardless of their positions access information and 
exercise the power to move forward in developing changes. Since change occurs 
unpredictably anywhere in the system, the confluence of information may enable 
a person at a lower level to produce responses more effectively than manage-
ment. This ability of the healthcare organization to shift accountability to the 
point where there is knowledge and ability to act represents a major change from 
the structures of the past.

The 21st century complex system stands in stark contrast to the 20th century 
hierarchy and represents an image of the nature of healthcare in the future. 
Rather than an organizational chart based on power, control, and report-
ing structures as described by the Union and Southern Railway chart, the 21st 
century complex system presents a fluid, dynamic organizational structure in 
which the need for real-time information and rapid response and support forms 
the way in which the organization is structured and operates. The McCallum 
New York and Erie Railroad offers a prescient vision of the type of chart that 
better captures the new structure of American healthcare than the traditional 
organization chart. Rather than waiting for a response from the central lead-
ership unaware of many of the changes occurring in the organization, speed 
dictates that action take place as quickly as possible at the point of care, the 
flow of information, and the accountability supporting this response. Functions 
support service delivery and the actual service delivery areas through sophis-
ticated information systems to facilitate rapid changes and to maintain the 
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communication that enables resources to move quickly. It is in this environment 
that the demands of 21st century healthcare overwhelm the structures of the 
20th century and require that they change, or the organization will fail. This is 
the motivation for movement along the continuum of the organizational structure 
transition (see Figure 11.2).

20th century
hierarchy

Points 
(neg)

21st century
complex system

Points 
(pos)

Traditional organizational chart 
design with positional power highest 
at the top

Organization chart displaying 
organizational communication and 
functional support connections

Accountability defined by vertical 
reporting relationships

Accountability based on response 
to needs to support work and 
connections across system

Information follows reporting design Access to resources based on guidelines 
with few restrictions

Allocation of resources controlled by 
higher positions

Access to organizational information 
open and transparent

Department activities directed by 
higher positions

Work and support activities develop 
spontaneously in response to changes

Total (record on scorecard) Total (record on scorecard)

Figure 11.2 example—organizational structure transition characteristics assessment.



87

Chapter 12

organizational transition: 
Relationship—transactional 
to emergent

The second organizational transition is the relationship transition (see Figure 
12.1). This transition begins with the 20th century transactional category as the 
traditional way in which healthcare organizations and employees viewed their 
relationship. The continuum of this transition ends with the 21st century emer-
gent category that reflects a new perspective on organizational and employee 
relationships reflecting the nature of 21st century organizations and work as 
evolving. To use the relationship transition assessment chart, identify five char-
acteristics in your organization that fit the 20th century transactional relationship 
category, and document them in the column. In the 21st century column, iden-
tify five characteristics that indicate a change from the 20th century transactional 
relationship to the 21st century emergent relationship. Using the transition assess-
ment chart, identify the dominant characteristic from the 20th or 21st century 
currently in your organization, and assign a 1 in the column for that characteris-
tic. When you have completed the assessment of the five characteristics in each 
category, total the columns, and document the totals on the transitions scorecard. 
The sum of the columns based on the comparison of the dominance of the 
characteristics indicates whether your organization reflects more the 20th or 21st 
century healthcare organization.

Frederick Taylor (1911), Frank Gilbreth (1914), and others in the early 20th 
century approached labor and organizations with the goal of applying science to 
management to achieve efficiency. By management defining all the parts of the 
work process, designing the way they were performed, and training the workers 
to follow specific steps, scientific management sought to create the most efficient 
method of performing work. Businesses hired workers, taught them to perform 
the work as designed, and compensated them for performing the work. It was 
not the workers’ responsibility to change the work, only to perform it.
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The modern expression of this process is the transaction that occurs when a 
healthcare organization hires an employee. Merriam-Webster Online Dictionary 
defines a transaction as “a business deal or an occurrence in which goods, ser-
vices, or money are passed from one person, account to another,” and this cap-
tures the essential nature of 20th century healthcare employment. The employer 
provides a job description that defines the work as specific activities and the 
compensation the worker can expect for performing the work well. This job 
description also specifies the individuals or positions with authority over the 
worker. This document and the transaction by which the worker and the organi-
zation indicate agreement of the job description in exchange for the compensa-
tion establish the fundamental parameters of the relationship.

In the organizational relationship transition, the focus is on the nature of the 
relationship between the people who work in organizations and the manage-
ment and culture of the organization. In the 20th century, the typical bureaucratic 
organizations defined the relationships based on the transaction in which the 
worker exchanged specific labor for a negotiated compensation offered by the 
organization. In the 21st century, healthcare organizations need different work 
and a different relationship with their workers because the complexity of the 
organization and the interactions with patient-customers require employees to go 
beyond specific tasks. No longer is it sufficient for the worker to agree to perform 
certain tasks in exchange for specific wages.

The 21st century healthcare organization as a complex system requires 
employees to operationalize the mission, vision, and values into the process of 
their work. This translation occurs as employees, patient-customers, and others 
interact thousands of times a day in hundreds of different situations. It is in these 
interactions and processes that employees actively create their roles as they par-
ticipate in the creation of the organization and its culture through the ways that 
they operationalize the mission and values in their activities, words, and writing. 
Specific tasks enumerated in a job description as the sum total of a job no longer 
encompass the work or the needs of the organization. The relationship between 
the worker and the organization in the 21st century is an agreement on the mis-
sion of the work and the values that shape it. The organization needs the work 
and the role of the worker to emerge out of the multiple relationships, processes, 
and decisions that will occur each day. It is in this context that the continuum of 
the organizational relationship transition serves to evaluate progress toward 21st 
century healthcare.

20th century 
transactional relationship

Points 
(neg)

21st century 
emergent relationship

Points 
(pos)

Total (record on scorecard) Total (record on scorecard)

Figure 12.1 organizational transition relationship characteristics assessment chart.
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20th Century transactional Relationship

In the 20th century transactional relationship, the emphasis is on the way in 
which the employee and the organization establish the relationship. An agree-
ment or transaction that encompasses the expectation by the organization of the 
work the employee will perform and the compensation the organization agrees 
to pay for the work—these two parties transact the agreement that establishes 
the nature of the relationship.

Five possible characteristics for the 20th century transactional relationship 
are as follows: (1) task-specific job description defines work and compensation; 
(2) evaluations focus on specific tasks; (3) job and work defined by management; 
(4) specific application of organization mission and values to the work is not 
defined; and (5) management modeling of mission and values inconsistent.

In the first characteristic of the 20th century transactional relationship, the 
job description defines the transaction between the worker and management in 
terms of work. It describes the work required to earn the specific compensa-
tion. This was the heart of the transaction for the work and the basis for the 
relationship with management. If the worker agreed to the terms, then they 
completed the transaction, and the expectations of the worker and management 
were met. For management, the work represented the time and effort of the 
employee in exchange for a set amount of money and benefits. This defined the 
relationship.

The second characteristic of the 20th century transactional relationship high-
lights the way in which management evaluated the work performed by the 
employee. Specific tasks included in the job description defined the work. As the 
experts, management designed the work and established the parameters for its 
execution. The employee fulfilled the tasks identified in the job description and 
followed the specific requirements established by management for the work. This 
included specific arrival and departure times and specific activities to be accom-
plished during the time. Management arranged training as needed and provided 
guidance to ensure that the worker understood the work.

In evaluating the work, management evaluated the specific tasks. Based on 
the job description and the record of the work, the worker’s supervisor evaluated 
the number of tasks completed, any work with errors, and the worker’s record 
of arriving on time and completing the specified tasks. If the worker performed 
the specific tasks well, the worker would receive a good evaluation and would 
perhaps receive a raise or a bonus. If the manager determined that the work was 
not done well, the worker might be fired or receive no increases. The specific 
tasks and the worker’s record of accomplishing the tasks were the basis for the 
ongoing relationship.

In the third characteristic of the 20th century transactional relationship, the 
worker and management are distinct not only in their relationship concerning the 
work and the compensation but also in terms of decisions. Management expects 
the worker to perform the work and fulfill all the requirements defined for the 
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position. Changing those requirements or modifying the work is outside the pur-
view of the worker. Management defines the work and oversees its performance 
according to the specifications of the job description.

Management’s role in defining, designing, and overseeing the work requires 
formal meetings for decisions concerning work in 20th century organizations. In 
these meetings, workers provide information and express opinions, but manage-
ment makes the decisions. The worker incorporates the decisions into the work. 
The importance of formal meetings as a means for making decisions indicates 
the expectations that changes will occur in the work infrequently and only after 
management carefully deliberates on any proposed changes.

The fourth characteristic of the 20th century transactional relationship is the 
minimal importance attached to the workers’ personal engagement with the 
organization’s mission and values in the context of the transactional relationship. 
Since the basis of the transaction is the specific work requirements, the mission 
and values are inconsequential at the individual worker level. The job description 
defining the specific requirements of the job and the compensation provided by 
the organization form the basis of the relationship.

Most 20th century healthcare organizations incorporate the mission, vision, 
and values into the professional standards of the medical staff and nursing. The 
leadership in these professional groups is responsible for ensuring that the pro-
fessional standards are met, and in meeting these, the organization as a whole 
is viewed as fulfilling the mission and vision that it is called to uphold. These 
professional standards guide the development by management of policies and 
procedures. The worker, for the most part, does not expect to find a mission 
and vision as a meaningful aspect of the work or inherent in the work. Workers 
perform the work as defined by management with expectations of compensation. 
Management did not expect specific knowledge of the mission beyond a cursory 
statement in the job description.

The fifth characteristic of the 20th century transactional relationship relates to 
the positional power of management and negotiations with workers for compen-
sation in exchange for specific labor and level of responsibilities. Workers and 
management view each other from different sides of the transaction. The trans-
actional relationship puts the emphasis on the documentation that establishes 
the roles and responsibilities of each side. The personal values of the two remain 
undefined outside the document, but the very nature of the transaction raises 
questions on whether the worker and management view each other as partners 
or adversaries.

The relationship as a transaction depends on the negotiated agreement rather 
than the engagement of the individuals with each other. When management finds 
it necessary to make changes and to implement new policies, workers hired to 
perform tasks in accordance with the plans of management may receive little 
notice of the changes. Within this context, the workers may find that they can-
not align the professed values of management with the actions taken in the new 
plans or policies.
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In considering the five characteristics of the 20th century transactional rela-
tionship, the nature of the relations between management and the workers 
focuses on the role of the worker to provide labor and the role of management 
as defining, designing, and overseeing the work. The basis for the relationship 
is the job description that defines the work and the compensation. Given this 
foundation for the relationship, the worker’s contributions to the organization are 
limited to the work and to the specific expectations of the job requirements. This 
arrangement strengthens the hierarchical structure within which it flourished by 
limiting access to information, placing the emphasis of fulfilling specific tasks 
and job requirements, and management holding the workers accountable for ful-
filling their requirements (Goodwin 2015).

In this context, the mission and vision of the organization become back-
ground noise to the actual performance of the work. As with any transaction 
based on the fulfillment of specific requirements, each party expects to moni-
tor compliance with terms of the agreement by the other party. The agreement 
nature of transactional relationships between workers and management incor-
porate an element of distrust. When actions by management appear inconsistent 
with the letter or spirit of the transaction, the compliance aspect becomes the 
focus of the relationship for the workers. For 20th century healthcare, the trans-
action of the job description and the monitoring of mutual compliance shaped 
the essential nature of the relationship between management and the workers.

21st Century emergent Relationship

In the 21st century, healthcare organizations enter into employment rela-
tionships with people; the relationship includes expectations that work will 
emerge as employees perform activities within the context of the complex 
system. This emergence or work creation develops from new understand-
ings of the work and new applications of the mission and values of the orga-
nization that occur each day. As information systems accelerate the rate of 
information flow, employees confront situations requiring rapid, independent 
decision making. In this context, the culture of the organization is much more 
an understanding of the mission, goals, and values than it is the job descrip-
tion designed by management. Individuals and groups use simple rules that 
operationalize the mission and values to shape their decisions and activi-
ties. Organizational culture emerges within the context of multiple relation-
ships adapting to the common mission and values. Goals and responsibilities 
emerge as the system adapts to the environment. Functions and roles emerge 
in response to system needs.

Five possible characteristics for the 21st century emergent relationship under 
the organization relationship transition are as follows: (1) job description and 
compensation linked to system goals; (2) mission and values applied to work 
are the basis for evaluation; (3) frequent decision making at the operational 



92 ◾ Mapping the Path to 21st Century Healthcare

level define the job; (4) mission, vision, and values clearly applied to work; and 
(5) mission and values consistently expressed in actions by management.

For the first characteristic of the 21st century emergent relationship, the orga-
nization and employees consider compensation as based on a broader system 
perspective than the simple tasks of the 20th century worker. Within the network 
of the 21st century healthcare organization, each individual is a part of the whole 
and contributes to the creation of the whole system. Linking the job description 
and the work and compensation of each individual to the system recognizes the 
inherent connection to the whole that underlies everyone’s work. Though the 
individual worker may not always recognize this connection due to the work or 
location, it is incumbent upon management to work to highlight this connection 
through compensation and support to confirm it in the mind of each employee. 
Maintaining this system connection is a key management task because of the 
significance of each individual’s role in maintaining the system. Anyone in the 
system that fails to support the work or communicate effectively reduces the abil-
ity of the system as a whole to function due to the interdependencies between 
functions and services.

In considering the second characteristic of the 21st century emergent rela-
tionship, the contrast with the 20th century could not be greater. Whereas the 
20th century transactional relationship limited the involvement of workers in the 
broader perspectives of the organization’s mission, vision, and values, the 21st 
century seeks to promote this involvement by linking work evaluations to these 
critically important concepts and beliefs. The need for a clear understanding of 
the application of the mission, vision, and values to the work of each person lies 
in the nature of the system. If any one individual within the system does not 
operate with a clear sense of these fundamental understandings, the entire sys-
tem suffers because of the number of other individuals, functions, and services 
that each person interacts with on a daily basis.

Management must take the lead in encouraging individuals to recognize the 
implications of the mission, vision, and values by linking them to the work of the 
individual and showing the individual the connection to the system as a whole. 
Building this conception and structure into the evaluation process reinforces for 
the individual and reminds management of the importance of the people who 
perform the work and the people who support them that they are inextricably 
tied together in the web of the organization.

The third possible characteristic of the 21st century emergent relationship 
points to the need for the people actively involved in performing the work to 
take a lead in any changes or improvements to the way the work is performed. 
Frequent informal gatherings and discussions among the employees attended 
by management take the place of the formal management meetings of the 20th 
century healthcare organizations. Employees share experiences and ideas about 
ways to improve the work and ways the mission and values apply to the work. 
Through their stories and experiences in informal meetings, employees define 
their jobs and describe the emergence of their understanding of the work and 
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the application of the values and mission of the organization within the context 
of their specific area. In sharing these insights, employees support the emergence 
of new ways of working and new applications of the values that other employees 
can use. This sharing creates the organization as the ideas and experiences ripple 
from employee to employee. Management attends these gatherings to support 
and encourage and to promote the sharing as a means for facilitating changes.

For the 21st century healthcare organization, change occurs continuously due 
to multiple factors in the environment and within the organization. This need to 
adapt requires frequent informal meetings by staff in the area or in connected 
areas to work out changes, obtain rapid approval, and move quickly to imple-
ment. The meetings are relatively short and clearly focused and involve only the 
necessary parties. The arrangements are simple, and the responses are quick. 
Everyone senses the need to address issues quickly in order not to slow down 
the system response rate. Perhaps the most important part of this process is the 
belief that small changes made on a frequent basis by the people performing the 
work ultimately end up in producing meaningful change on a large scale. This 
system dynamic works for 21st century healthcare organizations.

The fourth characteristic of the 21st century emergent relationship highlights 
the necessity of clearly expressed and reinforced mission, vision, and values as 
fundamental to the operation of the entire organization. Due to the fluidity, inter-
connectivity, and interdependencies that are inherent in the system, the tendency 
of small changes to permeate the system quickly is ever present. To combat the 
potential for negative small changes to cause damage to the whole, the mission, 
vision, and values serve as a decision-making framework to be used by every 
individual in the system when confronted with a decision. Individuals and groups 
make countless decisions concerning all aspects of the work throughout the 
system every day. To ensure consistency in these decisions across the system, the 
mission and values provide the context for all decisions at all levels of the organi-
zation. Referencing the foundational concepts of the mission and values provides 
a basis for decisions that are more consistent and for responding at the individual 
level as the system would respond at the system level. This framework is criti-
cally important to sustain the efficiency and consistent level of service required 
for the system.

Though the application of the mission and values seems difficult, practicing 
this method of addressing issues and making decisions leads to a comfort level 
over time. Like the simple rules that guide many natural phenomena, 21st cen-
tury healthcare organizations need to cultivate the ability to apply these prin-
ciples to different situations to preserve the inherent cohesion of the system. With 
even small changes, multiple replications can result in significant system changes 
before anyone realizes that the change is occurring. The mission and values pro-
vide a framework for employees to feel confident that they can respond to situa-
tions in a way that is consistent across the organization.

For individuals with positional power and individuals who serve as leaders, 
the fifth characteristic of the 21st century emergent relationship may be the most 
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problematic. Learning to apply the organization’s values is difficult and requires 
a commitment that can be challenging. However, a greater challenge for each 
individual leader is to act in a way that employees throughout the organization 
perceive to be consistent with the values of the organization. This is the acid test 
for employees as they consider their own decisions, actions, and leadership. The 
model that management exhibits in the incorporation of the values into their 
personal actions and decisions is a powerful statement to employees through-
out the organization. Though it is a high calling, management at all times must 
demonstrate personal and organizational commitment to the mission and values 
not just to retain their credibility but also to enable the organization as a complex 
system to express the same values in all of its operations and interactions with 
patient-customers. Without this type of commitment by management and anyone 
exercising leadership, the rest of the organization will chafe at the insistence that 
everyone follow the values.

Beyond the influence on individual employees that results from leadership’s 
commitment to practicing the values, it also makes a statement to the custom-
ers and community within which the organization functions. Clearly stating the 
values and actively applying the values in the work of the organization in what-
ever context that may occur produce an awareness that the organization can be 
trusted in what it says and does. This trust is the result of consistent behavior in 
following the values.

For the 21st century healthcare organizations, the relationships that exist 
within the organization and with the customers and communities outside the 
organization emerge through the interactions that occur every day. As individu-
als and groups of employees interact together and with people on the outside of 
the organization, they establish, build, and shape the relationships that actually 
define the organization. The organization is not a building, and it is not a piece 
of paper either. It emerges out of the interactions that occur in each  encounter, 
and it comes to life at these points of contact. In looking at the nature of 21st 
century healthcare as a complex system, the key elements that govern the 

20th century 
transactional relationship

Points 
(neg)

21st century 
emergent relationship

Points 
(pos)

Task-specific job description defines 
work and compensation

Job description and compensation 
linked to system goals

Evaluations focus on specific tasks Mission and values applied to work 
as basis for evaluations

Job and work defined by management Frequent decision-making at the 
operational level define job

Specific application of organization 
mission and values to the work is not 
defined

Mission, vision, and values clearly 
applied to work

Management modeling of mission and 
values inconsistent

Mission and values consistently 
expressed in actions by management  

Total (record on scorecard) Total (record on scorecard)

Figure 12.2 example—organizational transition relationship characteristics assessment 
chart.
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relationship between employees and management are bound up in the mission, 
vision, and values. In this way, the 21st century healthcare organization emerges 
not as a document or as a building but as a living, dynamic entity in which 
people realize their potential and enable others to realize theirs as they live and 
adapt to a constantly changing environment (see Figure 12.2).
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Chapter 13

organizational transition: 
Leadership—Control to trust

The third organizational transition is the leadership transition (see Figure 13.1). 
This transition begins with the 20th century control category as the traditional 
way in which healthcare organizations viewed the principal role of positional 
power. The continuum of this transition ends with the 21st century trust cat-
egory that reflects the new way of viewing the role of leadership in 21st century 
organizations. To use the leadership transition assessment chart, identify five 
characteristics in your organization that fit the 20th century control category, 
and document them in the column. In the 21st century column, identify five 
characteristics of 21st century leadership trust in your organization that repre-
sent changes from the 20th century control characteristics. Using the transition 
assessment chart, identify the dominant characteristic, the 20th or 21st century, 
currently in your organization, and assign a 1 in the column for that characteris-
tic. When you have completed the assessment of the five characteristics in each 
category, total the columns, and document the totals on the transitions scorecard. 
The sum of the columns based on the comparison of the dominance of the char-
acteristics indicates whether the organization reflects the 20th century model or 
has progressed to a 21st century healthcare organization structure.

As a reminder from the Introduction of this book, the terms “leader,” “leader-
ship,” and “position power or positional power” are important in understand-
ing organizational changes between the 20th and 21st centuries in healthcare. 
The definition for leader in this book is “someone who leads” (Merriam-Webster 
Online Dictionary) as a simple way of indicating that it may be what someone 
does (functional) or what someone is. “Position power” and “positional power” 
in this book refer to “authority and influence bestowed by a position or office 
on whoever is filling or occupying it” (BusinessDictionary.com). “Manager” and 
“management” or the specific title (e.g., Chief Executive Officer [CEO]) will refer 
to “someone who is in charge of a business or department” (Merriam-Webster 
Online Dictionary) by the position that they hold. “Administrator” is often used to 
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designate the top management position in a hospital and “administration” is used 
as a term for the top management of a hospital.

Leadership in 20th century healthcare often referred to individuals holding 
high positions on the organization chart usually with a title that starts with “C.” 
It did not distinguish between leadership and positional power. The 21st century 
view of leadership that is emerging offers a very different perspective (Uhl-Bien 
and McKelvey 2008). Based on ideas associated with relational leadership theory, 
Uhl-Bien (2006) offers a perspective on leadership that more closely reflects 21st 
century healthcare’s nature as a complex system. Leadership relationships no lon-
ger adhere to roles or positions as within the traditional hierarchical structure of 
healthcare organizations but occur throughout the organization (Uhl-Bien 2006). 
Social order and action within 21st century healthcare organizations emerge out 
of the interactive dynamics identified as relational leadership (Uhl-Bien 2006).

In 21st century healthcare, the complex system is the basis for understand-
ing relational leadership and for recognizing the socially constructed roles and 
relationships of leadership (Uhl-Bien 2006). Leadership is less defined by the title 
and position and more by the ability and willingness of individuals to respond 
to changes and exercise leadership in the moment it is needed and where it is 
needed. Leadership in the future for healthcare organizations emerges as it is 
needed and shifts from person to person and from place to place to address 
changes that require responses in real time. There are still defined positions that 
exercise management roles, but the actual exercise of leadership arises from the 
interactions occurring within the complex system rather than from a position or 
a set of prerogatives. Individuals functioning as leaders demonstrate relational 
transparency and trust as they engage with others (Uhl-Bien and McKelvey 2008).

20th Century Control

Positions high on the organization chart during the 20th century in American 
healthcare emphasized control as a distinctive aspect of their role in the orga-
nization. Working through the hierarchical structure, clear lines of control and 
reporting created a bureaucracy designed to function efficiently and to provide 
reports from departments to the positions that exercised control. Five pos-
sible characteristics for 20th century control category under the organization 

20th century 
control

Points 
(neg)

21st century 
trust

Points 
(pos)

Total (record on scorecard) Total (record on scorecard)

Figure 13.1 organizational transition leadership characteristics assessment chart.
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leadership transition discussed above are as follows: (1) positional power iden-
tified on organizational chart; (2) positional power characterized by control; 
(3) positional power of control used in pursuit of efficiency; (4) positional power 
controls access to resources; and (5) positional and professional power restricts 
leadership by employees. These characteristics provide examples of 20th century 
control leadership based on positional power and control of resources.

The first characteristic of 20th century control addresses the issue of positional 
power. Like officer ranks in the military or clerical hierarchy in churches, manu-
facturing developed hierarchies with specific positions designated as supervisors, 
managers, administrators, vice presidents, and presidents to exert control over the 
workers in the organizations. As organization charts became popular, beginning 
with railroads, which were the most advanced organizations of the early 20th 
century, the concept of a position on the organization chart representing power 
became more common. Positions located at the top of the organization chart held 
the power over positions and departments lower down on the chart.

The chart described graphically the relationships between the positions with 
power located near the top and the positions and departments that were subor-
dinate further down the chart. The chart used the metaphors “up” and “down” as 
descriptive of the levels of power and prestige of position on the chart. By going 
up the chart, people could identify in simple terms the increase in power and 
prestige for positions higher on the chart. By going down, positions decreased in 
power and prestige in relation to those at the top. This graphic representation of 
power and prestige created a powerful image of the dominant role of positions 
near the top of the chart.

Positional power came into hospitals easily with the administrator overseeing 
hospital operations and supervisors reporting to the administrator (Rosenberg 
1987). Just as in manufacturing, these positions derived their power from the con-
nections with the board that oversaw the operations of the hospital and provided 
the funding. The organization chart in healthcare followed the models in industry 
in the display of the positions of power. This structure remains prevalent in most 
hospitals today as evidenced by the continued use of the traditional hierarchical 
organization charts to identify positions of power.

The second characteristic of 20th century control relates to positional power 
characterized by control. Individuals in positions of power in 20th century 
healthcare organizations expressed their power through their ability to control 
positions and departments below them on the organization chart. These posi-
tions of power exerted control over resources, staff, policies and procedures, and 
the activities of the departments that reported to them. Exerting positional power 
to control, manage, and make decisions gave the individuals with positional 
power significant influence in the organization and over the lives of the workers 
and middle-level managers. Recognizing when to exert control and how best to 
exercise it proved challenging, and individuals who held positional power found 
their credibility questioned when they overreached. Unfortunately, the need to 
justify the positional power can lead to abuses that cause it to be ineffective.
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The third characteristic of 20th century control relates to organizational goals 
for the distribution of power to positions. As the organization charts identi-
fied positions with power, the expectation at the top of the chart and below 
the positions of power was that the ability to exert control produced desirable 
results. Individuals in 20th century healthcare organizations with positional 
power viewed efficiency as the essence of scientific management (Taylor 1911; 
Rosenberg 1987). The power inherent in certain positions was the basis for 
managing resources, staff, and the design of work to achieve the highest possible 
levels of efficiency. Efficiency in early 20th century hospitals took on a variety of 
meanings from effective management of accounting to centralized control of a 
diverse workforce. Metaphors of the military, machines, and factories that exem-
plified efficiency provided models for ways organizations such as hospitals could 
increase efficiency through proper management of the bureaucracy (Rosenberg 
1987).

The fourth characteristic of control relates to resources. In bureaucracies, the 
ability to obtain and use resources represents the strongest power of control 
that organizations bestow. Since control of resources in the form of money, staff, 
equipment, and other assets directly affects the organization’s ability to oper-
ate, individuals with positional power express their influence in the areas they 
control by managing the distribution and use of resources. Accountability for the 
results of the use of resources through reporting up to positions of power further 
establishes the role of the positions as controlling the work of the organization. 
By holding subordinate areas accountable for their success in using resources, 
positional power increases.

The fifth characteristic of control specific to healthcare relates to profes-
sional power and the way positional and professional power limit leadership by 
employees. Just as positions on the organization chart indicate power to allocate 
resources and direct the staff, professional power of the high-ranking clinical 
staff accompanies the white coat and the ability to direct the care of patients. 
Physician control in the 20th century healthcare came from writing orders to 
direct patient care processes and the use of resources in the care of patients. 
Physician orders directed the activities of staff from nursing to laboratory and 
imaging through orders for tests, treatments, and other care processes. Physicians 
exercise power like individuals with positional power exercise control over 
resources.

Positional and professional power expressed as control in the 20th century 
healthcare restricted the leadership opportunities of employees throughout 
healthcare organizations. In the form of the bureaucracy graphically displayed 
in the organization chart, healthcare positions located high on the chart control 
the work and resources of hundreds of staff and millions of dollars. At the same 
time, the professional power of the physician, though not on the organization 
chart, controls many of the functions and resources of the staff in the care of 
patients. The exercise of positional and professional power focused on control 
of resources, work, and the activities of staff. This control restricted the ability 
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of staff to exercise leadership and limited the ability of individuals with power 
to accept leadership from the staff. Through their unique history and culture, 
healthcare organizations retained their structures of bureaucratic and professional 
power and prestige to the present day with inherent limitations on leadership by 
the staff.

21st Century trust

As healthcare organizations define what it means to transition to the 21st century, 
the nature of leadership shifts from the association with positions of power to 
the function of leadership regardless of the positions. When this occurs, individu-
als in positions of power must acknowledge that leadership occurs throughout 
the organization, and this requires a shift from control to trust. This shift is not 
because individuals in positions of power want to give up their control. The 
change represents the reality of healthcare organizations as complex systems. 
The speed of the changes and the number of decisions made each day exceed 
the ability of the people in positions of power to respond effectively. Even moni-
toring activities in a complex system when thousands of contacts and interactions 
may occur every day overwhelms efforts to exert control except in superficial 
ways. For organizations to function effectively in this new world of healthcare, 
leadership must be redefined to provide the type of support that fits this new 
structure, and the definition of leadership must be broadened to encompass the 
decisions made by employees at every level (Uhl-Bien and McKelvey 2008).

Five possible characteristics for 21st century trust under the organization lead-
ership transition are as follows: (1) leadership redefined as a capability of any-
one willing to take the lead or offer help; (2) leadership exercised by employees 
throughout an organization based on mission, values, and simple rules; (3) indi-
viduals encouraged to exercise leadership in responding to changes or needs; 
(4) individuals exercising leadership access resources based on simple rules; and 
(5) positional and professional power positions trust leadership exercised by 
employees. These characteristics provide examples of the way 21st century trust 
differs from 20th century control.

The first characteristic of leadership in a culture of trust points to the way 
in which 21st century healthcare organizations need to think of leadership dif-
ferently if they are to successfully negotiate the rapid changes and the many 
challenges that lie ahead. Redefining leadership in a broader sense of anyone at 
anytime who is willing to help creates an entirely new sense of leadership that 
can be very powerful in organizations such as hospitals that are functioning as 
networks. As employees interact with each other and patient-customers, there are 
numerous situations daily in which an issue arises that needs to be addressed, 
and someone needs to take the lead in addressing it. If there is an employee who 
is not in a position of power and wishes to take a leadership role in coordinating 
the resolution of the issues, then this person is a de facto leader. By broadening 
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the definition of leaders and leadership, healthcare organization in the 21st cen-
tury will seek to utilize all their resources by empowering employees at all levels 
to act as leaders when there is an opportunity.

The second characteristic of 21st century trust comes from the increasing com-
plexity of healthcare organizations in which change accelerates, and there is the 
need to create a structure to support employees as they exercise leadership on a 
daily basis. Creating a structure based on the mission, values, and simple rules 
enables employees at the local level to exercise leadership as required to resolve 
issues. Delays from relaying issues to a central group slow work and dissatisfy 
patient-customers. Employees in the 21st century need a structure that provides 
the framework and tools for them to exercise leadership as the need arises. 
Employees make decisions based on the mission and values of the organization, 
and simple rules create the parameters of the decisions.

As employees confront different situations each day in which they need to 
resolve conflicts, they need guidance in shaping their exercise of leadership. 
The mission of the organization is the premier expression of the reason that 
the organization exists, and it forms a powerful statement for employees who 
are seeking to understand their role in the organization. When power positions 
and others that manage operations talk about the mission and describe how 
it informs their actions and decisions, employees recognize that the mission is 
designed to be a dynamic aspect of the work of the organization and that it is 
to be applied to daily decisions. The mission for the organization creates the 
priorities that employees can recognize and use to help them choose between 
two courses of action. It is within the context of these types of decisions that 
employees struggle to make decisions, and a clear understanding of the pri-
orities improves the efficiency and consistency of the decisions without con-
stantly wasting time by seeking approval. Enabling this type of decision making 
expresses trust in employees.

Leadership based on organizational values serves the best interest of the 
organization, the employees, and the customers. Drawing on these values when 
confronted with an ethical decision or a choice that involves conflicting values, 
individuals exercising leadership apply the methodology that brings these values 
into the life of the organizations. When employees see this type of decision mak-
ing and observe values shaping leadership, it helps them to appreciate the role of 
values in the life of the organization. This builds trust in the decisions and lead-
ership throughout the organization. It creates an organizational culture of trust.

Simple rules that govern operations function in a similar way, but the appli-
cation is different. The simple rules for operations provide the guidelines for 
activities. Simple rules relate to the organic nature of organizations in that they 
function to guide the frequently occurring processes that replicate and serve as 
the essential nature of the organization. As employees perform their work and 
interact with each other, they need to know how each of them will approach 
work so that they can move efficiently together. With the simple rules for opera-
tions, each employee knows what the others will be thinking as they move 
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through their processes and carry out their work. This makes it easier to syn-
chronize work and to recognize when work is not coming together in the best 
way.

The third characteristic of 21st century culture of trust involves encourage-
ment for employees to exercise leadership. As individuals in positions of power 
promote the expectations that everyone is capable of leadership and consistently 
reflects the mission and values of the organization in their activities, employees 
throughout the organization come to understand that the basis of leadership lies 
with the fulfillment of the mission and values of the organization. Consistent 
expression of the mission and values throughout the organization promotes the 
realization of the mission and establishes support for the values as guiding work.

Of all the responsibilities assigned to power positions, the most problematic to 
share is the ability to access resources when they are needed. The fourth char-
acteristic of 21st century trust recognizes that this is difficult, but it also recog-
nizes that it is important in assessing the progress of healthcare organizations 
in preparing for the future. If employees with specified limits have the ability 
to use resources to solve problems, the ability of the organization to accelerate 
problem resolutions and to satisfy the needs of patients and customers expands 
significantly.

The ability to obtain resources is a jealously guarded prerogative, and anyone 
outside of the positions of power using and accessing resources raises concerns 
about the potential for loss if employees use the resources inappropriately. These 
are critical aspects of the problem but surmountable by permitting a limited level 
of access that can be provided to employees without threatening management. 
At the same time, employees who are responsible and often use very expen-
sive equipment and supplies can be trusted to use a limited amount of other 
resources in prescribed ways.

The fifth possible characteristic of 21st century culture of trust involves indi-
viduals with positional and professional power recognizing the need for leader-
ship in all areas and trusting employees to lead with appropriate structures when 
the need arises. Leadership is a function of the interactions between individuals 
and groups rather than a possession of a person holding a position or practic-
ing a profession. The move from positional power of the 20th century to the 
new reality of a rapidly changing complex system highlights the role of each 
employee as a leader in different situations and leadership as a product of the 
relationships that exist between employees. The speed of the activities of the net-
work and the connectivity of the system in which information flows continuously 
make it impossible for the positions of power to actively control and manage 
work as they did before. Their work in this environment is to create relationships 
of trust with employees built on shared goals and values and consistency in the 
application of those values.

Employees in this environment are required to make decisions quickly that 
affect customers and patients. In making these decisions, they express leadership 
as a part of their work. In working with fellow employees and entities outside 
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the organization, they behave as leaders when the need arises by coordinating 
with other people and arranging responses that resolve the issues. They need 
guidance to make these decisions and to demonstrate leadership in a way that is 
consistent with the organization as a whole. They also need to know that they 
have the support of the organization in making these decisions and to trust that 
the positions of power will support decisions that are based on the mission, 
goals, and values of the organization.

It is in creating a new definition of leadership that is based on trust and not 
on control that the new organization is able to draw on the abilities of all the 
employees to exercise leadership and make decisions. This new approach meets 
the need of the system to respond quickly while at the same time maintaining 
consistency in the responses throughout the system (see Figure 13.2).

20th century 
control

Points 
(neg)

21st century 
trust

Points 
(pos)

Positional power identified on the 
organization chart

Leadership redefined as anyone 
willing to take the lead or offer help

Positional power characterized by  
control 

Leadership exercised by employees 
throughout organization based on 
mission, values, and simple rules

Positional power used in pursuit of 
efficiency

Individuals encouraged to exercise 
leadership in responding to changes 
or needs

Positional power controls access to 
resources

Individuals exercising leadership 
access resources based on simple 
rules

Positional and professional power 
restricts leadership by employees

Positional and professional power 
positions trust leadership exercised 
by employees

Total (record on scorecard) Total (record on scorecard)

Figure 13.2 example—organizational transition leadership characteristics assessment 
chart.



105

Chapter 14

organizational transition: 
innovation—Centralized 
to Adaptive

The fourth organizational transition is the innovation transition (see Figure 14.1). 
This transition begins with the 20th century centralized innovation category with 
the central power positions as the source of innovation. The continuum of this 
transition ends with the 21st century adaptive innovation that places the source 
of innovation in the context of employee interactions with patient-customers 
and work. Use the innovation transition assessment chart, and identify five char-
acteristics in your organization that fit the 20th century centralized innovation 
category in which innovation comes from central power positions. In the 21st 
century adaptive innovation category, healthcare organizations identify character-
istics that indicate the transition to adaptive innovation arising from the creativity 
of employees in the context of their work and interactions with patient-customers. 
Using the transition assessment chart, the sum of the columns based on the com-
parison of the characteristics indicates whether the organization reflects the 20th 
century model or has progressed to 21st century healthcare.

Management in 20th century healthcare organizations like 20th century manu-
facturing was more focused on the output of labor and not as interested in the 
ideas of workers. Physicians designed and managed the delivery of care, and the 
hospital bureaucracy provided the support services. Nurses and other staff took 
orders in an almost military style (uniforms included) and were rewarded for 
their promptness and efficiency at carrying out orders. Ideas originated in the 
upper portion of the organizational chart in the centralized positions of power 
and focused on expanding services, maintaining financials, and meeting the 
requirements of regulators. These positions generated ideas and initiatives for 
change. The locus of control and access to system information were limited and 
protected, and innovation came from above and went down.
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In the 21st century, innovation becomes a daily event, as information flows 
more rapidly throughout the organization, and adapting to change becomes a 
routine part of work. It occurs as individuals respond to changes that require 
innovation. They use their tacit knowledge or knowledge based on their expe-
rience, the practice of their work, and their understanding of the mission and 
values of the organization to recreate work in response to the new situation they 
perceive (Nonaka and Takeuchi 1995). Once they conceive of the innovation 
or idea for recreating work in a new way, they make this idea explicit as they 
share it with others who are able to recognize and respond to it (Nonaka and 
Takeuchi 1995).

20th Century Centralized innovation

The hierarchical structure of 20th century healthcare organizations provides a 
clear image of the way in which positions relate and information flows. It also 
provides a meaningful representation of the way innovation occurs. In the 20th 
century centralized innovation category, the top of the organizational chart and 
the positions of power form the source of innovation as well as control. These 
positions possess the information necessary to recognize the need for innova-
tion and define and design the structures of the organization. At this level, all 
of the areas affected by the innovation can be brought together to assess the 
way in which innovation may affect the organization as a whole. The top of the 
organization chart links the bureaucracy and the medical staff in 20th century 
healthcare organizations and provides the context for incorporating any type of 
innovation that may affect the physicians.

Five possible characteristics of centralized innovation consistent with 20th cen-
tury healthcare are as follows: (1) innovation originates from positions of power; 
(2) innovation recognized only within established channels; (3) innovation spread 
requires positional power approval; (4) positions of power allocate resources for 
innovation; and (5) innovations judged by consistency with existing plans.

In the 20th century centralized innovation model, the first characteristic spe-
cifically places the origin of innovation in the central positions of power in the 
development of new services and processes. It is clear that in these organiza-
tions, innovation happens as a planned process in which groups come together 

20th century 
centralized innovation

Points 
(neg)

21st century 
adaptive innovation

Points 
(pos)

Total (record on scorecard) Total (record on scorecard)

Figure 14.1 organizational transition innovation characteristics assessment chart.
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in formal meetings and develop complex plans for the rollout of innovative 
services and new products. It is in this environment that the formal structure of 
control from different parts of the organization comes together with the neces-
sary information and technical support to innovate.

Centralized innovation in 20th century organizations affected not just large-
scale innovation but also specific areas of the organization involving only partic-
ular departments. The limitations on communications and cooperation between 
the vertical lines of power and information flow pushed any innovation to the 
top of the organization to reconcile differences concerning changes between 
departments. Positions at the top of the organization expected to negotiate any 
innovation requiring changes in various areas. The employees involved get infor-
mation from the positions of power about the changes and directions on how 
they are to work with the innovation.

Recognizing the point of origin of innovation is the focus of the second char-
acteristic of 20th century centralized innovation. Innovation from outside the 
central leadership is not supported because it arises from a perspective that is 
foreign to the central group and difficult to integrate into their view of the orga-
nization and the way the organization evolves.

Probably the most archaic and emblematic way in which healthcare orga-
nization in the 20th century viewed innovation from outside the channels of 
positional power was the locked suggestion box. The small box placed in a hall 
somewhere in the organization offered a depository for employees to drop in 
suggestions on ways to improve the organizations. The few suggestions placed 
in the box often sits there for a long time, and it may even happen that the key 
to the suggestion box gets lost. It really does not matter because the source of 
innovation is at the top of the organization and not in the employees.

Innovation that comes from outside the positions of power appears as disrup-
tive rather than helpful. It tends to be based on more specific situations familiar 
to employees and less on the global view of the top positions. For top positions 
to incorporate this type of innovation into the larger picture of the organization 
requires different approaches and challenges the existing processes of innova-
tion that are built into the system. This type of innovation like the suggestion 
box represents a specific problem that needs to be addressed at the employee 
level rather than an innovation that can take the organization in a new direc-
tion. Due to the difficulty of working with employees on innovation, avoidance 
occurs more often than embracing the insight and change they bring to the 
organization.

The third characteristic of 20th century centralized innovation deals with the 
spread of innovation and its control by positions of power. The ability of innova-
tion to move through an organization and to propagate in different areas quickly 
offers an indication of the speed by which the organization is able to adapt to its 
environment and to internal dynamics. For the 20th century healthcare organiza-
tions, slow innovation was preferred to maintain the stability of the organization. 
There was little sense that rapid change was needed or desirable, and power 
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positions maintained control on the development of innovation and its spread 
from one area to another.

In managing the movement of new ideas and practices through the organiza-
tion and restraining change, positional power maintains the façade of the orga-
nization as a solid and stable institution that already incorporates the best care 
and services. The introduction of new ideas and new ways of delivering care 
is managed to maintain this image of stability because the community and the 
leadership of the organization want to view the local hospital as a stable and 
predictable resource capable of meeting the community’s needs at all times. Any 
new equipment or way of practicing medicine is presented, debated, packaged, 
and announced in a way designed to show that it fits with what currently exists 
but with small improvements that everyone understands.

Innovation in 20th century healthcare organizations required time to hold 
formal meetings, to debate the pros and cons, and to deliberate on the implica-
tions of change. In the fourth characteristic of 20th century centralized innova-
tion, the time and information resources to innovate belong to the positions of 
power rather than the individuals at the point of care. Nurses, technicians, and 
therapists busily delivering care do not have the time to move their ideas forward 
or to research and evaluate the potential benefits of changes that they may want 
to make in the way they work or the delivery of care.

The layers of the bureaucracy in 20th century healthcare organizations work 
very well in filtering out ideas that do not fit the current model of care. For an 
employee with an idea, finding someone with the interest and ability to move 
that idea up the hierarchy is difficult. It requires time just to discuss the idea 
with local management in the department. Time is often the most valuable 
commodity in a busy department because of the needs of patients. Employees 
who may want to advance an idea find it difficult to free themselves to move it 
forward.

The fifth characteristic of 20th century centralized innovation focuses on the 
nature of the 20th century healthcare organization as understanding the future 
to be like the past. Innovation that appears in the organization spontaneously or 
that is introduced into the organization from the outside must meet the initial test 
of consistency with the past before it moves forward. This critical aspect of the 
nature of innovation as it exists within this model builds on the understanding of 
healthcare as an industry that progresses along a set path.

The traditions and practices built into the hospital as an institution provide sta-
bility and structure designed to meet the needs of the physicians and the admin-
istration for control and management. Deviating from the existing processes and 
introducing disruptive changes create new workflows and new demands on the 
system that may threaten the stability of the status quo. Management and physi-
cian leaders work within a complex environment of relationships that have basic 
understandings on how the organization works and how they relate to each 
other. Introducing changes that affect these relationships or that change processes 
or the allocation of resources requires negotiations and new understandings. All 
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of this takes time and may even lead to breakdowns. Maintaining the status quo 
and the stability of the organization is important in order not to disrupt the abil-
ity of the hospital to function. The value of this stability outweighs the perceived 
benefits of enabling innovation.

For the 20th century healthcare organization, innovation is problematic, and 
the management of it to ensure that it does not interfere with work and the struc-
ture of the organization is a priority for the top positions. Innovation in and of 
itself is not viewed as an essential value to the future of the organization because 
the future of the organization is perceived to be like the past. Maintaining the 
stability of the work processes and ensuring the continuance of the general 
understandings that support the existing relationships are considered much more 
valuable than innovation.

Positional power in the 20th century hospital works to build and to strengthen 
relationships within the hospital and the community that facilitate the work of 
the organization. Positional power carefully manages innovation to prevent it 
from spreading spontaneously and disrupting the existing processes. When posi-
tional power determines the need for innovation, it carefully reviews all aspects 
of the new process or equipment and tries to anticipate what existing structures 
and relationships will be affected and how to mitigate any disruptions that may 
occur. Packaging the change to fit within the current structure maintains the 
image of stability.

21st Century Adaptive innovation

Innovation is a hallmark of the future of healthcare, and its role in the organi-
zations and processes are critically important for survival. In the 21st century 
adaptive innovation, it is important to recognize that innovation flows out of 
the nature of the organization and interaction of the organization with the envi-
ronment. It is not innovation for the sake of innovation but rather an adaptive 
response to a constantly changing environment and the internal dynamics that 
this change produces within the organization.

Embracing innovation and encouraging it help the organization to discover 
the best fit with the environment. The source of the innovation is unimportant. 
The key is being able to recognize that an innovation or idea has potential and 
to opens channels for it to move through the organization. The ability of the 
organization to absorb innovation becomes critically important as the sources of 
innovation spread throughout the organization, and the number of innovations 
grow. Leadership in the 21st century finds an important new role in promoting 
and supporting innovation in healthcare organizations.

Five possible characteristics for 21st century adaptive innovation under the 
organization innovation transition are as follows: (1) innovation emerges where 
work is performed; (2) innovation supported wherever it occurs; (3) innovation 
is shared spontaneously, and spread is encouraged throughout the organization; 
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(4) process set up to make resources for innovation readily available; and 
(5) innovation judged by success in meeting mission and vision.

The first characteristic of 21st century adaptive innovation focuses on the 
sources of new ideas and new ways of working. The interface between organiza-
tions and the environment offers fertile ground for new ideas because there is 
flux and potential for a space between the two in which there is room for inno-
vation. As individuals perform their work and as they interact with others in the 
organization and outside, the cross-pollination that occurs as they try to blend 
their work and their views of work produces opportunities for new insights that 
may lead to new ways of performing work.

The most important aspect of this source of innovation is the view that the 
individuals and groups actively involved in work are the most likely sources of 
new ways to perform work. In order to promote this perspective, the people 
involved in work must be encouraged to see their roles as change agents. They 
must recognize that improving the way they work and the work they perform 
is as important as work itself. Encouraging and supporting this perspective are 
important aspects of leadership.

In the 20th century healthcare organization, innovation appears within the 
context of the hierarchy of command and control. The design of the organization 
works to reduce the potential for innovation occurring outside of the hierarchy 
and carefully manages it whenever it appears to ensure that it does not disrupt 
the stability and structure of the organizations. In a second characteristic of 21st 
century adaptive innovation, new ideas and new approaches happen frequently 
throughout the organization. Innovation becomes part of the daily work and 
activities of employees throughout the system.

In the course of work each day, people at the frontlines of the interface 
between the organization and its environment, its patient-customers, encounter 
new situations and new questions that need to be addressed. As they search for 
ways to respond, they innovate. They come up with new ways of approaching 
these situations, and some work, and some do not. Regardless of the outcome, it 
is imperative that these employees as individuals and in groups feel empowered 
to develop new ideas because they change the organization through their inno-
vations. They are literally creating the organization each day through their inter-
actions, and innovations that provide new answers are part of that process.

Supporting this innovation is an important leadership function. This support 
may be through the immediate openness of the culture at the point of care to 
consider new approaches. The support may be a supervisor, manager, or direc-
tor that encourages employees to look for new ways to perform work. It may be 
in the words of the Chief Executive Officer (CEO) who appeals to employees to 
think creatively and to go the extra distance to develop innovative approaches. 
The support for innovation throughout the organization is literally support for the 
future of the organization as innovation is the basis for survival in that future.

When innovation occurs, it is more likely to die at conception than to be 
spread due to the barriers to innovation inherent in organizations. As the third 
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characteristic of 21st century adaptive innovation, the focus is on sharing new 
ideas and encouraging the adoption of new approaches throughout the organiza-
tion. Employees are encouraged to innovate and then to share their innovation 
with others because it is through the grassroots efforts of employees talking with 
each other and sharing new ways of doing work that innovation permeates the 
organization.

Encouraging the spread of innovation requires a conscious effort to design the 
organizational structure, the facilities, and the culture to welcome innovation and 
to promote its spread spontaneously. Creating connections between departments 
and functions that may be outside of their normal work processes brings together 
people from different areas who may not often interact to encourage the shar-
ing of ideas that may be very different. The facilities designed with open spaces 
encourage cross-pollination between work areas. Finally, the culture promotes 
innovation through the recognition of it as it appears.

New ideas develop in a moment of inspiration and in the midst of work. An 
employee encounters a situation and recognizes a potentially new way of doing 
work that may be more efficient, provide better service, or achieve better out-
comes. The fourth characteristic of 21st century adaptive innovation identifies 
the need for resources to move ideas forward and for the organization to recog-
nize that this is worth the investment. It is difficult within complex organizations 
to allocate resources quickly and easily because of the layers set up to protect 
resources. Positions of power control the access and use of resources. Certain 
services have access to resources. Outside of these channels, however, access 
to resources may be limited, and it may be difficult for individuals or groups to 
obtain resources to try new ideas or to conduct additional research on the poten-
tial. Simply the process for trying to access resources dooms many innovations 
before they mature.

The process for making resources available to move ideas from conception to 
future implementation needs to be built into the system by opening the access 
and promoting the use of resources for innovation. This requires a conscious 
decision by management to set up an innovation processing function within 
the organization that makes resources and support readily available. In the 21st 
century healthcare organization, the importance of innovation to the future and 
to the ability of the organization to respond quickly and effectively to changes in 
the environment justifies investment in ideas that may help to create that future. 
This view of innovation and the use of resources provide the incentive for the 
development of processes that support innovation.

Innovation is problematic within organizations because it is different from 
what is and what may be expected. By its very nature, it creates disruption 
in the normal flow of work by suggesting that a better way exists. In address-
ing the judgment of innovation, the fifth characteristic of 21st century adap-
tive innovation speaks to the evaluative processes that the organization uses to 
support or suppress innovation and the implementation of new ideas. As new 
ideas appear, and individuals and groups promote their acceptance and work 
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to incorporate them into the organization, evaluation is a necessary part of the 
process.

The judgment of new ideas must be rooted in the mission, vision, and values 
that are the foundation for the organization as a whole. Innovation consistent 
with the mission, vision, and values of the organization moves forward. New 
ideas that are inconsistent with the mission, vision, and values are similarly 
judged and found to be inconsistent and are relegated to a lesser status in which 
they become part of the processes of innovation but not promoted for accep-
tance within the organization.

Judgment of innovation as consistent with the mission, vision, and values 
helps to filter out ideas so that time and the resources of the organization can 
be focused on ideas that are clearly consistent with the basic nature of the orga-
nization and with its ways of doing business and its views of the future. It is 
important that this evaluation focuses on these foundational filters rather than 
the consistency of innovation with the current plans for the organization or cur-
rent operational priorities. It is very likely that innovation by its very nature will 
not be consistent with what is currently happening at the time the innovation 
appears. Using current status as the evaluative key severely limits innovation and 
restricts the ability of the organization to recognize potentially useful ideas.

In the 21st century healthcare organization, innovation arises naturally out of 
the dynamic environment within which the organization functions. It is adaptive 
innovation because it is born of the need for a new approach that emerges from 
the interface of the changing environment and the organization’s response to the 
changes. The challenge for the 21st century healthcare organization is accommo-
dating this naturally occurring response and harnessing the energy and creative 
drive that it embodies.

The most important aspect of the incorporation of adaptive innovation into 
healthcare organizations is the recognition that innovation arises out of work and 
not only as a function of positional power. This is a critical aspect because with-
out the understanding that new ideas develop wherever work is performed, the 
organization will not be able to recognize innovation when it occurs and will not 
be able to absorb and benefit from it. Creating the channels to guide new ideas 
emerging from work is the structural imperative that 21st century organizations 
must address to manage this creative impulse.

Recognizing and channeling innovation from all points in the organization to 
all other places where it can be useful is an organizational challenge. The spread 
of innovation requires the organization to find ways to promote communication 
between various areas. This means the creation of new spaces for meetings and 
new opportunities for individuals and groups to interact. It also means making 
resources available to encourage efforts to trial innovation with the expectations 
that these trials may not work. The willingness to make it easy for resources to 
be applied to innovative ideas supports innovation itself and promotes the spread 
of new ideas. It also provides the organization with the means for testing and 
refining new ideas that are promising.
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Finally, the judgment of innovation must move from the test of consistency 
with the status quo to the test of fulfilling the mission, vision, and values of the 
organization. Innovation by definition will be inconsistent with the status quo 
and difficult for the existing organization to absorb. Using the mission as the 
basis for evaluating new ideas and for judging the success of innovation provides 
the flexibility and foundation for innovation to move beyond the existing reality 
and to open the way to a new approach that takes the organization to a higher 
level (see Figure 14.2).

20th century 
centralized innovation

Points 
(neg)

21st century 
adaptive innovation

Points 
(pos)

Innovation originates from positions of 
power

Innovation emerges where work is 
performed

Innovation recognized only within 
established channels

Innovation supported wherever it 
occurs 

Innovation spread requires positional 
power approval

Innovation is shared spontaneously 
and spread is encouraged throughout 
organization

Resources for innovation allocated by 
power positions

Process set up to make resources for 
innovation readily available

Innovations are judged by consistency 
with existing plans

Innovation judged by success in 
meeting mission and vision 

Total (record on scorecard) Total (record on scorecard)

Figure 14.2 example—organizational transition innovation characteristics assessment 
chart.





115

Chapter 15

Process transition: 
Production Method—Craftsman 
to Multidisciplinary teams

The first process transition is the production method transition (see Figure 15.1). 
This transition begins with the 20th century craftsman category with the role 
of the licensed practitioner, most often a physician, defined as an independent 
craftsman. The continuum of this transition ends with the 21st century multi-
disciplinary team in which patient care is a team responsibility, and the prac-
titioner is a member of the team. Within 20th century craftsman production, 
healthcare organizations identify the characteristics in which practitioners con-
tinue to provide care as craftsmen. In the 21st century multidisciplinary team cat-
egory, healthcare organizations identify characteristics that indicate the transition 
to teams of professionals delivering care. Using the production method transi-
tion assessment chart, the sum of the columns based on the comparison of the 
characteristics indicates whether the organization reflects the 20th century or has 
progressed to 21st century healthcare.

The production method process transitions from 20th to 21st century health-
care represent significant changes in the processes that produce healthcare. 
These processes involve the production of healthcare as it moves from the inde-
pendent craftsman practitioner in the small community to the multidisciplinary 
team that is able to bring all the knowledge and expertise of healthcare to bear 
in accomplishing the goals of the patient. American healthcare in the 18th and 
much of the 19th century consisted of people in small towns sharing knowledge 
and experience to benefit each other. In this craftsman model of healthcare, indi-
viduals with knowledge or experience delivered care to other people in the same 
way that a carpenter prepared a chair for a customer. The quality and efficacy of 
healthcare were directly related to the ability of the individual physician or town 
herbalist. If the outcomes were good more often than not, then the people would 
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seek out the service of the local care provider the same way they would any 
other craftsman.

Due to the efforts of the American Medical Association and the specialization 
of physicians around new technology and surgery, the role of the physician as a 
professional developed. This role eclipsed the efforts of others to participate in 
the care of patients except in subservience to the physicians. This process was 
institutionalized through licensure to prescribe and write orders and membership 
in the medical staff of local hospitals. This 20th century model places all of the 
responsibility for the processes of care on the physician as well as all the pre-
rogatives of care (Starr 1982).

With the expansion of information systems as well as the rapid growth of 
healthcare research and knowledge, 21st century healthcare expanded into many 
areas, and new fields of specialization developed. The physician is no longer 
able to comprehend all that is known or needs to be known to care for patients. 
As physicians have become employees of health systems, and as new specialties 
brought nonphysicians into the care process, multidisciplinary teams developed. 
Groups of care providers from various disciplines share processes and measure 
outcomes. Group decisions made on care delivery and the ability to modify care 
in response to changes without the direct involvement of the physician represent 
moves on the continuum toward a broader care team approach.

20th Century Craftsman Production

Craftsman production places the emphasis on the art of medicine rather than the 
science when it is applied to the licensed practitioner and particularly the physi-
cian. Healthcare organizations and their patients in the 20th century viewed phy-
sicians as a scientist in terms of training and knowledge but as an artist in terms 
of the application of that knowledge to the individual patient. Patients expected 
the physician as a practitioner of the art of medicine to formulate a unique 
understanding and plan of care for them in the same way that an artist creates a 
unique painting for a client. As a scientist, patients expected the physician to be 
a knowledgeable and skilled practitioner capable of bringing the latest medical 
developments to the bedside.

Five possible characteristics that portray the nature of the craftsman as the 
method of production in healthcare are as follows: (1) practitioners work alone; 

20th century 
craftsman production

Points 
(neg)

21st century 
multidisciplinary team

Points 
(pos)

Total (record on scorecard) Total (record on scorecard)

Figure 15.1 Process transition production method characteristics assessment chart.
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(2) practitioners set the goals for their patients; (3) practitioners resist peer review, 
quality metrics, and standardization; (4) practitioners control all aspects of care; 
and (5) practitioners resist incorporating other disciplines into the care process.

Practitioners who operate as a craftsman bring the perspective of the artist 
and the scientist to the care of patients and work alone as described in the first 
characteristic. Following graduation from medical school and completion of a 
residency, the 20th century physician obtains a license, joins the local hospital 
medical staff, and begins to practice the art of medicine in a community. In the 
past, the physician set up an office as an independent practitioner, but many 
physicians who retain the craftsman view today are part of large practices. Their 
view of their work as a craftsman who works alone in their care of their patients 
and their view of their work as unique shape their practice. It is in this aspect 
rather than the employment relationship or the size of the practice that sustains 
the 20th century concept of the craftsman practitioner.

The second characteristic of 20th century craftsman production recognizes 
that the craftsman practitioners set the goals to their patients. This view of the 
delivery of care reflects the role of physicians in the past in which they delivered 
all the care to the patient. The concept of setting goals for their patients was a 
natural outgrowth of the way they practiced, their licensure, and their view of 
their work as art customized for every patient. This method of delivering care 
continues to be reflected in the attitude of patients. Many patients view their 
physicians as the only ones who understand their needs and can deliver care to 
them. They do not question physicians, and they are compliant with whatever 
the physicians order or recommend.

Like any local craftsman, the physician learns about the individual patients 
and their families and delivers care to meet the needs of the patients. Knowledge 
of the intimate personal details of patients and their family dynamics places 
physicians in a position in which trust is a fundamental part of the practice of 
medicine. This creates a unique bond between the physicians and patients and 
leads to a very powerful role that the physician plays in the local hospital and 
the community. Patients trust their physician, and the relationship is equated with 
that of the priest or the minister. 

The strength of the relationships that physicians have with their patients 
shapes the role of the physician in the 20th century healthcare system. When 
the patient is sick, they trust their physician to recommend the care they need 
and to deliver it whether in the office, home, or at the local hospital. The physi-
cians who operate this way expect the hospital to deliver care as the physicians 
require because the physicians are designing the care to meet the needs of their 
patients. They expect that their directions for the care of their patients are carried 
out by the hospital staff because they are responsible for all aspects of the care 
of their patients.

Once a physician is licensed to practice in a state and becomes a member of 
the local hospital medical staff, the measure of the quality delivered by the physi-
cian in the 20th century is essential to the judgment of the physician delivering 
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the care. Based on this third characteristic of 20th century craftsman production, 
the physician with training, experience, a license to practice, and approval to 
use the services of the local hospital independently evaluates the care that is 
delivered to patients. The satisfaction of the patients in the care delivered and 
their willingness to continue seeking care from the physician become the mea-
sures of the quality of the care just as the finished product is the measure of 
the quality of any craftsman. Practitioners who view themselves from the crafts-
man perspective find the application of peer review, quality metrics, and other 
measures of quality to be an intrusion into their views of the art and science of 
medicine. Attempts by hospitals to standardize care particularly offend craftsman 
practitioners who view their work as specifically designed for each patient and 
not routine or what an agency thinks should happen.

The independent physician’s license comes under the state statutes that 
empower the state medical board to review applications for licensure and to 
grant licenses after verifying credentials. At the local hospital, the medical staff 
reviews the credentials of the physicians applying for appointment to the medi-
cal staff and votes to approve the application for appointment. After passing 
these initial reviews by the state and hospital medical staff, they view the physi-
cian as capable of delivering good care to patients. It is only in rare cases with 
clear evidence of malpractice that the state medical board or even the local hos-
pital would consider taking action against a practitioner that has the appropri-
ate credentials. Hospitals and the state assume that the physician delivers good 
quality of care based on these credentials unless there is an obvious dereliction 
of duty.

The fourth characteristic of 20th century craftsman production rests on the 
expectation that physicians will control all aspects of their patients’ care. Patients 
expect that the physicians will provide all the care that they need or will refer 
them to specialists. In fulfilling this expectation, physicians generate and write all 
orders, document their assessments about the patient, and determine the care of 
the patient at the local hospital. The nursing staff recognizes the dominant role of 
the physicians in the care process and follows the orders explicitly.

As responsible for ordering all of the care that their patients receive, the 
physicians become the designers of the care process. The hospital designs the 
basic structure for the admission process and orders, but physicians generate the 
orders that actually establish the processes of care, the treatment of the patient, 
and directions for the staff. The essential documentation is the physicians’ docu-
mentation, and the conclusions that matter are the conclusions expressed by the 
physicians. This method of delivering care essentially requires that the hospital 
adapt to the individual preferences and requests of the physicians regardless of 
how these differ between physicians. 

Since the care of their patients is the responsibility of the physicians, and phy-
sicians design all of the care delivered to the patient, craftsman physicians use 
other disciplines, particularly nonspecialists, much less frequently. This fifth char-
acteristic of 20th century craftsman production recognizes the amazingly unique 
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role of physicians in America. All aspects of the care of the patient are contin-
gent on the physician’s approval from the medications the patients receive to the 
patient’s ability to walk around to even the patient’s ability to leave the hospital, 
and the staff of the hospital are required to carry out the physician’s orders. The 
use of other disciplines is contingent on the physicians who admitted the patient 
ordering the consultations or permitting other professionals to work with the 
patient. For the craftsman practitioner, the involvement of other professions may 
be viewed as intrusive and not helpful due to their unique approach to the care 
of their patients.

21st Century Multidisciplinary team Production

As healthcare passes through industrialization and moves into the 21st cen-
tury, the independent physician in a solo practice is a rarity rather than a rule. 
Following major shifts in healthcare regulations, insurance requirements, techno-
logical advances, and patient demands, physicians in the new era often work in 
large practices or as employees in hospitals or health systems.

Five possible characteristics for the 21st century multidisciplinary team under 
the process production method are as follows: (1) practitioners are part of a 
multidisciplinary team; (2) care based on patient goals; (3) practitioner quality an 
element of team quality; (4) team develops plan of care, and practitioner partici-
pates in team decisions; and (5) team develops consensus care plan that includes 
all disciplines.

The first characteristic of the 21st century multidisciplinary team production 
places the emphasis on the practitioners, particularly physicians, as members of 
multidisciplinary teams whether in large group practices or in health systems. 
Included in the group may be a variety of disciplines with well-defined roles in 
delivering the care to patients. Disciplines represented in the group often pos-
sess greater knowledge in specific areas than the individual practitioners or other 
professions. Often, advance-practice nurses and physician assistants are part of 
the group and may deliver the majority of the care under the supervision of the 
physicians who attend to seriously ill or complex patients. Other disciplines that 
specialize in nutrition or particular diagnoses such as diabetes provide patient 
education and training when ordered by a physician to help the patient manage 
their condition more effectively.

As a member of a group or team, physicians work with many disciplines 
contributing to the care of the patients. The teamwork represents a significant 
change from the 20th century and broadens the scope of care and the ability to 
access more resources efficiently. Patients benefit as more providers with different 
skills participate in the care process. In addition, the team brings a wider array of 
knowledge and experience to the care process than physicians possess on their 
own. The team arrangement enables the physicians to focus on the particularly 
complex aspects of care that their training qualifies them to address.
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Being a part of a group that is delivering care places an emphasis on the way 
everyone uses the processes of care. It is no longer simply one person trying 
to get things done. Now, coordination of care becomes an important issue, and 
communication between members of the group is a valuable skill. The need to 
communicate and to be mindful of others on the team represent a change in the 
way care is delivered and leads to processes that are suitable for multiple disci-
plines rather than just one.

The second possible characteristic of the 21st century multidisciplinary team 
involves the importance of the patient’s goals. As patients assume more of the 
costs of care, they desire a stronger voice in setting the goals of their care. 
Patients would like to know more about their conditions. The outcomes of care 
matter to them. Patients want to pay for what they consider valuable or worth the 
payment. In the team approach, each discipline engaged with the patient strives 
to identify what they should work to accomplish, and the patient provides the 
insight that guides them. Operating as a team increases the attention directed 
to the patient’s desires because this helps to create a coordination point for the 
team and a way to evaluate the quality of care based on the patient-customers’ 
view of what was provided.

For the physicians, the focus on patient goals represents a change in perspec-
tive from the 20th century healthcare in which the physician defined the care 
and the goals of care. Patients bring more information to the process of care and 
participate more in decisions about their care. Other disciplines participating in 
the patient’s care may have complementary but different goals. Physicians engage 
with patients more in this new environment to clearly define what the care is to 
accomplish. This partnership with the patient helps to prevent patient dissatisfac-
tion with the care process results and helps the physician to focus the limited 
resources on the particular concerns expressed by the patient.

Industrialization made quality an important part of healthcare, and in the third 
characteristic of the 21st century multidisciplinary team, the quality of care has 
broadened to include all aspects of the care delivered by the team. It is no longer 
simply a function of the practitioner’s efforts, although this is still a major por-
tion, but is a function of the team’s effort to care for the patient. By making the 
quality of the care a team concern, the care process is viewed in its entirety, and 
all the members of the team become contributors to the quality.

With quality as a function of the team, the interactions between the patient 
and the members of the team and the appropriateness, timeliness, and effec-
tiveness of the care all become a part of the evaluation of the care. In the past, 
physicians defined the quality of care. Any questions of quality became personal 
questions between the patient and the physician because the physician managed 
all the care. Multidisciplinary teams focus on the processes of care and use the 
insights of the members, including the physician and the patients, to improve the 
care.

Responsibility for the care and the outcomes of care belong to the team in 
this fourth characteristic of the 21st century multidisciplinary team. Due to the 
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involvement of multiple disciplines, no single individual is responsible for all the 
decisions. The physician is ultimately the leader in making decisions about the 
care of the patient, but the team works together to develop the plan of care and 
to work with the patient in deciding on the goals of care. 

Multidisciplinary team members identify many factors about the care process 
that an individual physician could miss. Discussions concerning the patient’s 
condition, situation, and prospects help everyone on the team to think creatively 
about ways to meet the patient’s needs that are effective and recognize the costs 
to the patient. Even disagreements about the care help to bring important aspects 
to the attention of the team. It is in these discussions that new insights are most 
likely to appear.

In the fifth and final characteristic of the 21st century multidisciplinary team 
production, the physician’s role within the team becomes clearer. The team is 
responsible for the care of the patient, and the physician has a major role in 
developing the care plan but ultimately supports the decision of the team. This 
is significantly different from the 20th century where the physician worked and 
made decisions alone and took full responsibility. In the 21st century, the team 
is accountable for the care of the patient, and the physician is part of that team. 
Placing the responsibility for care on the team characterizes the contrast between 
the 20th and 21st century approach to patient care.

In reality, this emphasis on the team as the care delivery system recognizes 
what was true but unacknowledged in the past. The physician’s dominance of 
the actual delivery of healthcare diminished throughout the 20th century even as 
social deference and the process of care created the illusion of total control. The 
complexity of healthcare and the multiple disciplines with depths of knowledge 
beyond the grasp on any individual worked together to come up with the plan of 
care and to carry out the plan. Acknowledging this reality and designing systems 
and processes based on this approach represent a major improvement and move-
ment on the continuum toward 21st century healthcare.

Pulling back the curtain to reveal the complexity and breadth of healthcare’s 
multidisciplinary reality represents the endpoint of the production method con-
tinuum. Recognizing the continuing major role of the physician but placing it 
within the context of the multidisciplinary team creates a more efficient and more 
effective delivery system and a more creative approach to healthcare. This opens 
up the team dynamic so that each profession contributes, and no discipline over-
shadows another in the care of the patient. At the same time, the patient’s role 
in setting the goals of care becomes clearer as the focus on the physician dimin-
ishes. Within the team, each profession plays a role and takes responsibility for 
contributing to the fulfillment of the patient’s goals.

The multidisciplinary healthcare team of the 21st century takes as its starting 
point the patient’s goals. This becomes the focus as each discipline discusses 
the care with the patient and with each other, and out of the conversation, the 
plan and the goals of the plan emerge. By reducing the focus on an individual 
or a particular discipline, the team is able to redirect the attention of all of the 
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members on the patient. This focus on the patient enables the team to blend 
their views, skills, and goals into a common purpose that serves the patient.

The quality of care is a team product rather than the results of one person’s 
efforts, and the team is responsible for developing the plan of care and partner-
ing with the patient to carry it out. The team of professionals brings their  various 
skills and talents to the task of understanding the needs and desires of the 
patient and building a plan to achieve the goals of the patient. They hold each 
other accountable for the quality of their work and the integrity of their com-
mitment to the patient. The team forms around the patient through this unique 
blending of personal and professional contributions and produces the high- 
quality healthcare that is the vision of the 21st century (see Figure 15.2).

20th century
craftsman production

Points 
(neg)

21st century
multidisciplinary team

Points 
(pos)

Practitioners work alone Practitioners part of 
multidisciplinary team

Practitioners set goals for patients Care based on patient goals 
Practitioner resists peer review, quality 
metrics, standardization

Practitioner quality an element of 
team quality

Practitioner controls all aspects of care Team develops plan of care and 
practitioners participate in team 
decisions

Practitioner resists incorporating other 
disciplines in care process

Team develops consensus care plan 
that includes all disciplines 

Total (record on scorecard) Total (record on scorecard)

Figure 15.2 example—Process transition production method characteristics assessment 
chart.
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Chapter 16

Process transition: Delivery 
System—Hospital to 
Continuum of Care

The second process transition is the delivery system transition (see Figure 16.1). 
This transition begins with the 20th century hospital category as the healthcare 
delivery method that dominated the 20th century. The continuum of this transi-
tion ends with the 21st century continuum of care that reflects the diversity of 
care options proliferating in the 21st century. Within the 20th century hospital 
category, healthcare organizations identify the characteristics in which their deliv-
ery system continues to be hospital based. In the 21st century continuum of care 
category, the healthcare organizations identify the characteristics that indicate 
that the delivery system has expanded outside the hospital to encompass a broad 
range of services and delivery systems. Using the transition assessment chart, 
the sum of the columns based on the comparison of the characteristics indicates 
whether the organization reflects the 20th century model or has progressed to a 
21st century healthcare organization structure.

A hallmark of 20th century healthcare was the impressive but isolated hos-
pital that served as the healthcare factory of the community. All the resources 
to deliver the latest healthcare services were in the hospital along with the spe-
cialists. In the community, the local physicians were on the medical staff of the 
hospital and admitted and cared for their patients in that hospital. It was an inde-
pendent and a cherished symbol of community pride. Services in hospitals were 
developed and delivered without reference to a continuum of care since most 
patients went home to care provided by family or private duty nursing. Transfers 
of patients were managed as individual transactions.

In the 21st century, the hospital is rapidly becoming only one of a num-
ber of stops on the continuum of care that begins with primary and preven-
tive care and continues through outpatient and inpatient acute care to a wide 
variety of post-acute care in facilities or in the home. Care delivery along a 
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continuum is still in the developmental stages but is rapidly developing in 
response to financial and societal pressures. Service delivery is a seamless 
continuum of care moving through levels of acuity based on patient need with 
movement of patients facilitated with shared monitoring and measurement of 
system performance. Agencies share outcomes and payments along the contin-
uum. The delivery system transition assesses the progress in the development 
of the continuum of care.

20th Century Hospital Delivery System

The aspect of the 20th century healthcare delivery system that points to the real-
ity of the lack of a system is the isolation that characterized the physician and 
the hospital. Beginning with the physician as the center of the delivery system of 
healthcare in the 20th century, the hospital emerged as the focal point of tech-
nology and support. These two images epitomize American 20th century health-
care as it functioned during the century.

Five possible characteristics for the 20th century hospital category under the 
process delivery system transition are as follows: (1) patients view hospital as 
the place for care; (2) no clear picture of the agencies or processes of care in the 
continuum; (3) care coordination only inside hospital; (4) independent agencies 
deliver services without reference to other providers; and (5) hospital has limited 
communication with other care providers.

Like a 19th century factory and with similar architecture, the hospital rises up 
to take its place in the community’s skyline and serves as a beacon for anyone 
with an injury or illness that needs the benefits of science to protect them or to 
restore their health. Its role as the center of 20th century healthcare is the first 
characteristic of the 20th century delivery system. It has the professionals and 
specialists with the greatest knowledge and experience. It has the latest technol-
ogy that research and manufacturing can deliver to ensure that any illness or 
injury can be treated and fixed. It has the facilities to provide for the comfort 
and care of patients 24/7. In short, the hospital is the quintessential healthcare 
production facility of the 20th century and the iconic symbol of all humanities 
yearning for freedom from injury, illness, and death.

20th century 
hospital 

Points 
(neg)

21st century 
continuum of care

Points 
(pos)

Total (record on scorecard) Total (record on scorecard)

Figure 16.1 Process transition delivery system characteristics assessment chart.



Process Transition: Delivery System ◾ 125

In communities across America, the hospital is not only a symbol of healing 
and hope but also a symbol of the community. The modern hospital in a com-
munity becomes a key element for the Chamber of Commerce and local industry 
to point to as a testimony to the quality of life that the community has to offer. 
More than any other aspect of community life, the modern hospital shines as a 
beacon on a hill welcoming newcomers to a place where life is good and where 
they will be taken care of. This image resonates throughout the American health-
care experience of the 20th century. 

For residents in the community, the hospital has been a part of their life and 
healthcare since birth. Born in the hospital, treated in its emergency room, and 
visiting the elderly dying in its intensive care units, people see the hospital as the 
place that provides healthcare at all stages of life. This connection is born not 
only from experience but also from the guidance of the physicians on the medi-
cal staff of the hospital who refer their patients to the hospital for testing, opera-
tions, and medical care. People in the community think of the hospital as the 
place to go to receive care, and this is built into the rhythm of life in the com-
munity. Any changes to service or facilities may be a serious issue that affects 
local elections and creates controversy at town meetings. The hospital symbolizes 
healthcare in 20th century America.

Apart from the hospital, the healthcare system of the local community is dif-
ficult to recognize and has no easily identifiable image. The second characteristic 
of the 20th century delivery system points to the lack of connection between 
healthcare providers and services. The care processes of the local hospital are 
contained within the local hospital. The hospital, itself, is a self-contained entity 
that delivers care and then returns the patient to the community with little real 
regard for what happens after they leave the healthcare production facility. The 
medical record in the local hospital is a hardcopy document or is minimally 
electronic and is inaccessible outside of the hospital. It documents the care of the 
patient in the hospital but provides little information on the plan for care after 
the patient leaves the hospital. In terms of care of the patient outside the hospital, 
the patient typically begins in the physician’s office if not in the hospital emer-
gency department and ends with a return to the physician’s office. The focus is 
on the office of the independent practitioner as the point in the community that 
holds the pieces together and refers patients to various places across the commu-
nity to access care. There is no clear sense that healthcare services outside of the 
hospital are connected or that they represent in any sense a connected system of 
care. They provide services as independent agencies, and the only unifying ele-
ment is the physician who orders the services or refers the patients.

Most striking in the 20th century model of healthcare is the dominance of the 
hospital as the context within which healthcare is not delivered in a coordinated 
fashion. Outside of the hospital, the various healthcare vendors deliver services 
as independent businesses. Within the hospital, as this third possible characteris-
tic of 20th century delivery system highlights, nurses, case managers, and others 
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follow the orders of the physician and recognize the services as part of the deliv-
ery system within the hospital. These disciplines provide care as ordered by the 
doctor and document the care they deliver. Physicians and nurses choreograph 
in real time all the pieces of the care process and create a system of care. This is 
the only point in the healthcare system in which this is the case.

The fourth possible characteristic of the 20th century hospital delivery system 
highlights the difference between the care in the hospital and the multiple agen-
cies outside the hospitals that deliver care as independent contractors rather than 
a coordinated system of care. Many pharmacies in the town provide medications 
and a variety of other goods and services, but they do not work together. They 
compete for patients. The local nursing homes provide care in the community, 
but they function as a place to stay for the elderly as they go back and forth to 
the hospital rather than as a dynamic part of a continuum of care. Home health 
services compete for business as do durable medical equipment and other spe-
cialties and services scattered throughout the community. The referring physician 
is the common reference point.

In the fifth characteristic of the 20th century hospital delivery system, the 
hospital is the most visible symbol of healthcare in the community, but its role 
does not include coordination of the other providers of care in the community. 
The hospital occupies its unique place in the community as the source of care, 
but it remains isolated within its own processes of care. Within the hospital, the 
disciplines delivering care document the care they deliver to inform the physician 
and for billing but not to inform other agencies or service providers outside the 
hospital.

The hospital serves as a place that refers patients out for services and as a 
source of patients for other agencies, but the hospital does not design and man-
age a system of care in the community. There is no financial incentive to take on 
the role of coordinating community services except that it assists in the discharge 
of patients. For patients needing nursing home care following a stay in the hospi-
tal, the relationship between the nursing home and the hospital can be important 
in making sure that beds are readily available for patients when they are ready to 
leave the hospital. Working as independent service providers, hospitals and other 
community agencies negotiate relationships but do not design and manage these 
relationships with the view of an efficient system of care.

The hospital in the 20th century serves as the production facility delivering 
modern, technologically advanced care. This modern healthcare production facil-
ity symbolizes the community’s aspirations for good health and relief from pain, 
but it is not the foundation for a system of care. 

Within the walls of the hospital, the germ of a system exists in the relation-
ships and communications between the physicians and other disciplines. In 
many respects, like a unique hotel, the hospital provides services for the benefit 
of patients while they are in the hospital but does not stretch this coordination 
and management outside the walls of the hospital and into creating a system of 
care in the community. Outside the hospital, however, there is little connection 
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or coordination that would characterize a system of care between providers and 
services.

21st Century Continuum of Care Delivery System

The 21st century healthcare delivery system’s continuum of care is built on the 
connectivity and interdependence of the organizations and services that deliver 
care at different levels of acuity to meet the diverse needs of individuals. Rather 
than pieces of a puzzle scattered around the community, the continuum of care 
in the 21st century fits together to deliver the services when the patient needs 
them and in the most effective and efficient way. This configuration is very dif-
ferent from the hospital-centric 20th century model that required the patient 
and the individual practitioner to piece together individual services to meet the 
patient’s needs. In the 21st century, the continuum of care offers multiple access 
points open to the patient. With guidance, patients are able to select and access 
services that meet their needs. As patients utilize the services, the system moni-
tors the points of contact and maintains the documentation so that the profes-
sionals involved in the care are able to coordinate the care and respond more 
effectively to the patients’ needs in a more efficient and less costly manner.

Five possible characteristics for the 21st century delivery system continuum of 
care are as follows: (1) patients educated on continuum of care; (2) continuum 
of care with well-defined agencies and processes; (3) care coordination through-
out the continuum of care; (4) agencies participate in a system that links care 
between providers; and (5) hospitals actively partner with agencies throughout 
the continuum of care.

As the healthcare system recognizes the role of patients as consumers, the 
system develops ways to guide patients in accessing and receiving services. As 
the first characteristic of the 21st century continuum of care, the importance 
of patients in the healthcare process requires that they understand the nature 
of a continuum of care and the way this system can be accessed and its ser-
vices utilized. For patients trained in the importance of hospitals as the center 
of healthcare, this new perspective requires a reorientation and guidance that 
provide new images and understanding of healthcare as a continuum of care 
that corresponds to different states of health in the patient and incorporates 
different delivery models customized to best suit the needs of the patients. This 
approach places a priority on the patients and their ability to access and use 
the system. Just as the hospital became the center and symbol of healthcare in 
the 20th century because it was so visible as a part of life, the continuum of 
care as a model and a concept needs to become central to the understanding 
of healthcare for patients.

The second characteristic of the 21st century continuum of care looks at 
the change in the relationships within the care delivery system that occur in 
the future. Rather than independent businesses in which everyone is vying for 
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patients, patients and providers recognize a well-defined continuum of care in 
the agencies delivering care and the processes used to deliver care. In this envi-
ronment, the links between the hospital and post-acute care and from post-acute 
care to home and the outpatient environment are mapped and readily available 
so that patients no longer have to figure out the next step in their care. Guides to 
the continuum of care are available through materials from their doctor or hospi-
tal or online.

The processes of care in this new environment are logical and logically con-
nected so that entry points and exit points and costs are clearly demarcated. The 
patient checks for the symptoms or the indicators for particular types of care and 
then contacts the agency for additional information or to access the care. Helping 
patients and their families to recognize these signposts in the care system and 
to determine where to go for help are key parts of the primary care relationship 
either online or at the primary care office.

Care coordination is the third characteristic of the 21st century continuum 
of care. Active coordination of care for patients serves as a key indicator of the 
future of healthcare. Since most patients are part of a local, regional, or national 
health insurance service, anytime they enter the care continuum, it is an impor-
tant moment for the system that is responsible for the patient’s care. Having 
patients randomly use services with no real guidance or coordination can result 
in significant costs that come back to haunt the system when the rating system 
evaluates system quality and efficiency. This makes care coordination an essential 
aspect of the care process.

Care coordination has always been a difficult task for health systems 
because it requires knowledge of patients and knowledge of how they use 
healthcare services. To manage the delivery of care throughout the continuum 
and to monitor patient access, care coordinators use electronic systems that link 
all the available systems and agencies with a system that indicates whenever 
a claim has been filed in the system. These electronic systems are the fourth 
characteristic of the 21st century continuum of care. Through these electronic 
systems, care coordinators follow patients within the system through registra-
tion records, care documentation, and claims generation. Through the use of 
predictive analytics, coordinators also determine where the patients may go 
based on demographics and medical history and intervene with the patients to 
guide them to the best care to meet their needs at the most appropriate costs 
based on their insurance plans.

The links in the healthcare continuum of the 21st century are not simply 
between the care coordinators and the agencies that deliver care. The agencies 
are also linked in the system and actively monitor the activities of patients and 
the types of services they use. As patients move through the continuum, the 
movement is part of the overall information system that links all the agencies. 
As the patients move through the system, use services, and generate claims, the 
agencies involved interact not only with the patient but also with other agencies 
in the care of patients. 
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For patients seeking care at an urgent care center, the local hospital receives 
information about the services needed and the care delivered. In leaving the 
urgent care center and going to the pharmacy, the medications provided to the 
patient are also communicated to the primary care provider listed for the patient. 
Following an acute care stay, the patient moves to a skilled nursing facility (SNF), 
and the primary care doctor is notified. When the SNF stay is over, the home 
healthcare agency picking up the patient, the primary care doctor, and the hos-
pital are all notified of the movement of the patient. This is an example of the 
interdependency and communication that occur in the 21st century continuum of 
care.

Though the hospital retains a very important role in the healthcare continuum 
of the future, it is vital that the hospital does not view itself as the only player 
in the system. Hospitals must play a significant role in creating the information 
infrastructure and the quality oversight that establishes the basis for the operation 
of the continuum of care. This is the message in the fifth characteristic of the 21st 
century continuum of care.

In the 20th century, the hospital did not acknowledge its responsibility as a 
leading development partner in creating, operating, and maintaining the infra-
structure of the continuum of care. In the 21st century, the hospital clearly under-
stands the importance of its role in the system of care in the community and in 
the coordination of care. As the entity with the most sophisticated systems and 
the greatest resources, the hospital is an important partner for any agency inter-
ested in serving patients in the community. By working with the medical staff at 
the hospital to define and measure the quality of care delivered by the agencies 
in the community, the hospital can take an active role in improving the quality of 
care and supporting improvements in other agencies.

A vitally important distinction between the 20th and 21st century health-
care systems is the development and operation of a vast network of service 
agencies and providers that deliver care to the patients in the community. 
Back in the 20th century, the hospital stood alone, and other agencies clus-
tered around it for crumbs. In the 21st century, the hospital has a leader-
ship role in the creation, operations, and maintenance of the continuum of 
care. Not only does it provide much of the expertise, the infrastructure, and 
the resources for managing the system, but also it is the hospital’s staff that 
monitor the actual movement of patients in the system and alert the medical 
staff whenever there are quality of care concerns. In this way, patients in the 
21st century have the support and guidance they need to access the system, 
obtain the services that they need, and pay for those services through appro-
priate insurance arrangements. They are also guided to the most appropriate 
place to receive care with the system. 

For healthcare organizations interested in transitioning into the 21st cen-
tury, recognition of the structure, function, and importance of the continuum 
of care in the delivery system transition is a key indicator of progress into the 
future. The continuum of care represents a significant change from the past in 
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permitting patients as consumers to access care that they need and to receive 
guidance in managing their care with the continuum. All of the partners in the 
system must recognize their interdependence in the delivery of services and 
communication of patient activity. When there are breakdowns in the system, it 
is incumbent on the system to seek to remedy the disruption and to restore the 
services or connections. Training patients is a mutual responsibility within this 
environment as the ability of patients to use the services is critically important to 
curbing costs and improving outcomes. Payers and contracting agencies monitor 
quality and outcomes as they evaluate their participation in the system of care 
(see Figure 16.2).

20th century 
hospital 

Points 
(neg)

21st century 
continuum of care

Points 
(pos)

Patients view hospital as the place for 
care 

Patients educated on continuum of 
care 

No clear picture of the agencies or 
processes of care in the continuum

Continuum of care with well-defined  
agencies and processes

Care coordination only in hospital Care coordination throughout the 
continuum of care

Independent agencies deliver services 
without reference to other providers

Agencies participate in a system that 
links care between providers

Hospital has limited communication 
with other care providers

Hospitals actively partners with 
agencies throughout the continuum

Total (record on scorecard) Total (record on scorecard)

Figure 16.2 example—Process transition delivery system characteristics assessment chart.
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Chapter 17

Process transition: information 
System—isolation to network

The third process transition is the information system transition (see Figure 17.1). 
This transition begins with the 20th century isolation category as the state of 
healthcare information system through much of the 20th century. The continuum 
of this transition ends with the 21st century network that reflects the growing 
connectivity and real-time access to clinical, decision-support, and operational 
information. Within the 20th century isolation category, healthcare organizations 
identify the characteristics in which their information systems continue to be 
hampered by limited connectivity between systems and limited applicability of 
the systems. In the 21st century network category, the healthcare organizations 
identify characteristics that indicate that their information systems have reached 
the point where all areas are connected, and the flow of information includes 
real-time clinical, decision-support, and operations information. Using the transi-
tion assessment chart, the sum of the columns based on the comparison of the 
characteristics indicates whether the organization reflects the 20th or 21st century 
healthcare organization structure.

The evolution of electronic information systems in healthcare is best described 
as a slow journey in which the information system transition moved from mini-
mal computerization and limited connectivity with task-specific computers to 
information systems that linked all aspects of the healthcare system with clini-
cal and organizational information widely available and with decision-support 
and analytics capabilities. The transition from fragmentation to connectivity is 
the story of the transition from 20th to 21st century healthcare. The expansion of 
data analysis on a massive scale led to the introduction of industrial quality into 
healthcare in the late 20th century as it indicated significant variation in the qual-
ity and cost of care.

System knowledge speaks to the accessibility within a healthcare organiza-
tion of information about the organization itself. In the 20th century, the financial 
areas were able to gather and analyze large quantities of information to support 
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decision making and for organization planning. For people in the organization, 
knowledge about the organization was limited primarily to administration. In the 
21st century, the organization and the information about the system are readily 
available and accessible because the demands of patients for efficient care require 
that workers be able to evaluate the actual pace of work and resources be avail-
able to accommodate the needs of the patients and to respond to interruptions 
in services. To meet patient and consumer demands, participation and dialogue 
at all levels are used to evaluate performance in real time and to respond to 
changes in the system quickly. The continuum measures for system knowledge 
are based on the ability of staff to access information about the system as well 
as their own work environments. The more this information is shared, the more 
employees integrate their work with the system as a whole. 

20th Century information System isolation

Prior to the introduction of computers into healthcare, the handwritten paper 
medical record was the central repository of information about the clinical care 
of patients. Physicians, nurses, and other departments documented information in 
this medical record. This handwritten record shaped the workflows of staff and 
supported the central role of the physician in the care of patients by requiring all 
the information about the patient to be recorded in this one document. 

The introduction of computers into healthcare began initially in the very large 
hospitals that could afford the investment and could justify the expenditure for 
processing capability to manage large databases associated with large numbers 
of patients. The areas of the hospital that required processing large amounts of 
relatively simple data such as finance, laboratory, radiology, and registration were 
areas in which computers first appeared. In the 20th century, data processing 
remained relatively simple and limited. It was not until the late 20th century that 
computers began to be linked to each other and to be developed into systems 
for sharing information. Isolated and fragmented electronic information system 
characterized the 20th century.

Five possible characteristics for 20th century information system isolation are 
as follows: (1) information systems isolated to departments and specific users; 
(2) data inaccessible outside department; (3) data difficult to interpret; (4) data do 
not support the work; and (5) information system does not integrate individual 

20th century 
information system isolation

Points 
(neg)

21st century 
information system network

Points 
(pos)

Total (record on scorecard) Total (record on scorecard)

Figure 17.1 Process transition information system characteristics assessment chart.
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work with the system. These characteristics provide examples of 20th century 
information system isolation.

In the early stages of computerization, healthcare electronic information 
systems appeared in departments that needed to process simple data on a large 
scale. The laboratory, radiology, finance, and registration departments were 
among the first to see the benefit from the capture and retrieval of simple data 
on a large scale. This first characterization of the 20th century information system 
isolation identifies the isolated databases in which the hardware and software 
were limited to a specific computer in a specific place with only certain people 
able to access it. Specialized training to operate the system and to retrieve data 
limited the number of people able to work with it.

Within the limited capabilities of these systems, data storage and retrieval 
improved the efficiency of managing the data and demonstrated to the health-
care professionals the potential applicability of computer processing to tasks that 
previously required lots of time and staff. This was a significant step in an envi-
ronment dependent on handwritten documentation and the central role of the 
hardcopy medical record. Introducing computers into this environment provided 
a striking contrast to the workflows of most of the 20th century, but computers 
continued to be limited in healthcare.

The 20th century information systems found in healthcare were islands in a 
sea of paper as emphasized by the first characteristic of 20th century information 
system isolation. Esoteric computerized data processing systems hidden in ancil-
lary departments represented the first steps by healthcare into the world of com-
puters. Interestingly, for a field dedicated to science and research and the latest 
developments, healthcare did not expand rapidly into broader adoption of com-
puters. The data in the department-specific systems remained in the departments 
until clerical staff carried a single hardcopy printout of the results to the patient 
care units to insert in the patient’s medical record. Printing hardcopy results of 
tests and manually inserting them in the patient’s record were the original com-
puter information system.

Beyond the relatively limited scope of the department-specific information 
systems, the reluctance of healthcare to broaden the implementation of comput-
ers into patient care areas grew out of the attachment to the hardcopy medi-
cal record. For physicians, this record written by hand and maintained as the 
true record of the patient’s care represented an essential and familiar method 
of ordering and documenting care. It worked for the physician as a diary of the 
patient’s hospitalization. Giving it up entailed a major shift in the way informa-
tion was maintained in the organization and in the way the physician actually 
performed his/her work. Moving beyond the paper medical record to electronic 
information technology required significant changes in the workflow of physician 
and nurses and in their methods of communication; this change did not come 
quickly to healthcare.

The second possible characteristic of 20th century information system isola-
tion points to the limited usefulness of the results produced by the first healthcare 
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computer systems. In most cases, the result arrived as paper copies for inclusion 
in the paper medical record. The data on the paper required training to interpret 
and were of little interest outside of the individuals who created it and the very 
few who used the information. This limited exposure to the results of computer-
ized information processes gave it the air of a very specialized activity that was 
foreign to the way healthcare worked. Like specialized testing that is performed 
only occasionally for a rare disease, the appearance in the 20th century of a page 
of computer printout was quickly stuffed in the paper medical chart and forgotten.

The third characteristic of 20th century information system isolation points to 
data that are inaccessible outside the department. Computer-generated informa-
tion served very specific purposes for specific users. It was meant for a select 
few. Early computers operated in relative obscurity, which meant that most of the 
healthcare organizations did not benefit from the capability and did not recognize 
its broader application. Along with the prevailing view that the paper medical 
record was the appropriate form for patient information, the lack of widespread 
benefit from computer-generated information limited the early appeal.

The fourth possible characteristic of 20th century information system isolation 
points to the distance between the data generated in the individual computer and 
the work. Data available through the computers did not support the work due to 
the limited ability to access it and the way it existed outside the workflow. The 
method for generating data made it difficult to aggregate for analysis because 
the results arrived on paper and often disappeared into the medical record. The 
computer did not actually improve the work beyond increasing the efficiency of 
data collection for the individual department. For the rest of the organization, the 
computer in the lab meant one more piece of paper for the paper medical record. 

Healthcare data affect the care of patients when the data contribute to deci-
sions about care. Physicians and other care providers need the data at the time 
they make decisions. In the same way that data concerning the tolerance of a 
piece of machined equipment on an assembly line need to be available at the 
point of production, data need to be available at the point of care at the time that 
the care is delivered. In the early stages of data processing in healthcare, the data 
did not support the work in real time.

The final characteristic of 20th century information system isolation points to 
an important aspect of the limitations of the isolated information system. The 
information system does not integrate the individual’s work into the system in a 
way that contributes to improving the work. Isolated computers feeding paper 
copies of results to the existing paper record become one more piece of paper 
in the isolated medical record. It was accessible only in one place by the people 
standing there and was only available so long as the medical record was there. 
Computers provide excellent ability to capture information and to store it, but it 
must be integrated into the broader system engaged with the care of the patient. 
The information must become part of the system for everyone in the system to 
benefit. This really was not possible in the 20th century prior to the development 
of network systems.
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The integration of the work into a form that combines with existing data acces-
sible across the system is an important part of building a system. An isolated 
computer is an island with limited ability to transmit and to receive. This creates 
impediments and limits the value of the data and use of data. As computer sys-
tems became more sophisticated, the connections and functionality improved. 
With this improvement, the value of the electronic health record became clearer, 
and people shared information and used it in the process of care. 

Moving from the handwritten paper medical record to a computerized medical 
record did not occur in the 20th century. The introduction of computers into cer-
tain departments began the change. The computers of the time were limited in 
their capability and were difficult to access and use, and the data they generated 
were difficult to interpret. The hardcopy medical record remained foundational 
to the delivery of care. The results of the computer printout came too late for the 
care of the patient. 

The isolated computers of the 20th century were effective testimony to the 
nature of healthcare and the dilemma that would develop as computers became 
more sophisticated. The attachment to the handwritten medical record remained 
embedded in the workflow and the consciousness of the physicians and other 
professionals as they delivered care to the patients. As electronic information sys-
tems became more sophisticated and capable of replacing the medical record, the 
process for changing workflows to use the computerized documentation rather 
than handwritten orders and notes was arduous and required significant invest-
ments of time and staff. This process exemplified the difficulties that healthcare 
professionals experience with change that interrupts processes that are repeated 
over and over again every day such as documenting patient care and writing 
orders. It is only in the 21st century that the reticence to let go of the paper 
record receded as the connectivity of electronic information system made the 
computer record truly useful in the care of the patient.

21st Century information System network

It is in the 21st century that the transformative benefits of electronic information 
systems truly appeared in healthcare. With these new systems, which are still in 
developmental stages compared to other industries, the workflows of healthcare 
change, and the value of connectivity appears. The importance of connectivity 
in healthcare for the concept of a system is indisputable but previously unrec-
ognized. Healthcare in the 20th century had no sense of the desperate need for 
connections to make all the technology work, but the vision is forming as the 
information systems develop and begin to fulfill the promise that was latent from 
the beginning.

The technology is the first step. The technology that creates the connections 
to form the whole system links the data from the professionals to the patient 
and have it all come together at the right time and right place to support the 
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right care. But there is an even greater challenge in the 20th century culture of 
American healthcare that was born in the handwritten medical record and con-
tinues in the shaping of technology to resemble the original medical record. 
Connectivity must transform the image of the medical record into a fluid, flow-
ing, pervasive source of insight in order to remove the ghost from the machine 
and to build the future.

Five possible characteristics for 21st century information system network 
under the information system process transition are as follows: (1) information 
systems linked throughout the organization; (2) data accessible wherever needed; 
(3) data easily understood; (4) data support the work; and (5) information system 
integrates individual work with system. These characteristics provide examples of 
the way 21st century information system network differs from the isolation of the 
20th century.

In this first characteristic of 21st century information system network, the 
connection is the point and the fundamental basis for all that comes next. The 
concept of connection is used because the information systems of the 21st cen-
tury, though vastly improved over the 20th century, continue as multiple systems 
that are linked through interfaces. It is not one system. This is the future hope, 
but it is not the reality in early 21st century American healthcare. The initial tran-
sition to 21st century healthcare is a linking of all the data sources in a system. 
It is more than simply linking the departmental systems into a connect-the-dots 
type of configuration. The information systems in the 21st century must mimic 
human communication and thought processes by permitting the flow of ques-
tions, answers, and conversations between the system and the professionals and 
patients at the point of care. The speed of the flow and the availability of the 
information challenge the system to create a new experience.

In healthcare, the interaction between the patient and the providers takes place 
in real time. As noted in the second characteristic of 21st century information sys-
tems network. The conversation needs the latest data available to move the process 
of care at the fastest pace that is compatible with good care. In the 21st century, 
waiting for data is an inexcusable hindrance to the care process that frustrates pro-
viders and denigrates the experience of care. As processing capabilities increase in 
speed and the connections between data systems, the speed and accuracy improve.

The introduction of computers into the interaction between the patient and 
the physician or nurse represents a continuation of the long history of technology 
as an intermediary in the healthcare experience, but the computer takes it to a 
new level in the 21st century. In this new healthcare environment, the computer 
access transferred to a tablet is reminiscent of the ancient writing tablets. This 
tablet not only provides information but also overcomes the significant psycho-
logical problem of facing a computer screen rather than facing a patient. With the 
tablet, the physician and the patient have a conversation with the tablet serving 
as an advisor to the discussion. It is in this seamless flow of human conversation 
informed by the entire information system converging on a single point that the 
connectivity of the 21st century moves healthcare to the next level.
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A screen full of numbers is an impediment to the conversation between the 
patient and the provider. The time required for the provider to sift through the 
numbers and draw conclusions is a delay that is not part of the 21st century care 
conversation identified in this third characteristic of 21st century information 
system  network. To fulfill the 21st century promise of connectivity,  the system  
must provide the analysis that converts the numbers into useful information. 

The ease of understanding the data extends beyond the professionals to 
the patient. The patient is the ultimate consumer and determiner of value in 
the 21st century, and making information available in a form that answers the 
patient’s questions is an essential part of this process. Patients will never have the 
training and experience to translate all data into actionable information, but the 
system needs to recognize the patient as a user of data and information by creat-
ing a framework for queries and responses that supports the work of the profes-
sionals and meets the needs of the patients.

As data move through the information system of the 21st century healthcare 
organization, the critical question raised by this fourth characteristic is the applica-
bility of the data to the work. Designing the system with the goal of informing the 
work is an essential developmental aspect of the 21st century information system. 
This requires timely information delivered to the point of care and presented in 
an easily understood form that translates into actions within the care process.

For the healthcare professionals working at the point of care, the informa-
tion system can either be an enormous source of frustration or a valuable ally. 
The application of the information presented by the system to the care process 
resolves this issue. As the systems become more sophisticated, the users move 
quickly to useful information and receive it in the form that helps in planning the 
next steps or responding effectively to the current problem.

The most powerful image of the 21st century information system network is 
an individual or a small group with the patient among them having a conversa-
tion. They focus on the patient rather than the computer. In their hands, they 
hold small tablets with illuminated screens. Occasionally, they tap the screen 
with their fingers, look up, and respond to a question that the patient asked a 
few moments before. Someone else in the group looks up from their screen and 
adds an additional comment.

In this interaction, the seamless flow of information into the care process as 
a helpful presence describes the vision that is 21st century information systems. 
The individual commands the system through a few taps on the screen. The net-
work responds efficiently and effectively by searching out the data in the multiple 
databases that make up the system. It returns the information in milliseconds 
so that the answers arise within the normal flow of the conversation occurring 
between the patient and the healthcare professionals. This is the essence of the 
21st century information system of care.

It was a long struggle, but in the end, the 21st century finally had its brain 
and nervous system in place to make all the computing power conceived in the 
20th century available at the point of care. Connecting the multiple databases 
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and systems with the point of care, the information system draws the data 
together and creates the platform to perform the role of advising the profession-
als and the patients and capturing these encounters and their results. The data 
are easily accessible wherever they are needed and are presented in a form that 
is easily understandable not only by the professionals but also on a certain level 
by the patients. The data speak to the care of the patient and help to guide the 
decision making with support capabilities that translate the various aspects of 
care into a unified plan that guides the team and informs the patients’ decisions.

Finally, the system converges at the point of care and functions with the 
context of the individual or the group delivering care to the patient as described 
in the fifth characteristic. In the midst of this activity, the 21st century informa-
tion system documents the work, serves as an advisor to the group and the 
patient by providing timely relevant information that answers the real questions, 
and structures the planning. This connected system brings together all the pieces 
of healthcare, human, and machine in a concerted effort to achieve the goals and 
to document the work.

The walls of the hospital and the distance to the patient are no longer impedi-
ments to the flow of information within the system. Essentially, time, space, and 
multiple systems merge into a process that is open to the patient, the care pro-
viders, and the organizations. This network of information incorporated into the 
services creates the healthcare system that is capable of delivering to the patients 
the right care in the right place at the right time to achieve the right goals at a 
cost that is sustainable. It finds its full fruition in the 21st century information 
system network.

The transition from 20th century information system isolation to 21st century 
information system network represents the transformation of healthcare from the 
individual physician in an office cutoff from patients to an information system 
with clinical databases, decision support, and real-time monitoring for all patients 
and practitioners. This transformation captures the essential element of the move-
ment of American healthcare from the scientific machine to the complex adaptive 
system. The information system transition creates the network that transforms 
healthcare in the 21st century (see Figure 17.2).

20th century 
information system isolation

Points 
(neg)

21st century 
information system network

Points 
(pos)

Information systems isolated to 
departments and specific users

Information systems linked 
throughout the organization

Data inaccessible outside department Data accessible wherever needed

Data difficult to interpret Data easily understood

Data do not support the work Data support the work

Information system does not integrate 
individual work with the system

Information system integrates 
individual work with system

Total (record on scorecard) Total (record on scorecard)

Figure 17.2 example—Process transition information system characteristics assessment 
chart.
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Chapter 18

Process transition: 
Financial— Fee-for-Service to 
Consumer Health Financing

The fourth process transition is the financial transition (see Figure 18.1). This 
transition begins with the 20th century fee-for-service category as the typical 
payment structure of 20th century healthcare. The continuum of this transition 
ends with 21st century consumer health financing that reflects the growing need 
of consumers to have access to more sophisticated financing options as they 
accept greater financial responsibility for healthcare. Within the 20th century 
fee-for-service category, healthcare organizations identify the characteristics in 
which their financial structure continues the process of individual charges for 
services with no incentives for reducing redundancy or efforts for assisting patient-
customers in comparing costs and less-expensive alternatives. In the 21st century 
consumer health financing, healthcare organizations identify characteristics that 
indicate that their financial systems provide patient-customers with transpar-
ency in pricing, bundling of services to provide more accuracy in total costs, 
and methods of providing financing for higher-cost services. Using the transition 
assessment chart, the sum of the columns based on the comparison of the char-
acteristics indicates whether the organization reflects the 20th century model or 
has progressed to a 21st century healthcare organization structure.

Initially, payment for healthcare services was either personal payment by the 
patient to the physician or philanthropic payment by wealthy patrons to charity 
hospitals to provide charity care to the indigent. With the introduction of operat-
ing rooms, laboratories, radiology, and professional nurses, physicians persuaded 
their paying patients to come to the hospital for care to take advantage of these 
new technological innovations. Hospitals provided services to meet the require-
ments of wealthy and middle-class patients and charged for the services. 

With the evolution of insurance, employer and governmental, as the dominant 
payment process from the middle of the 20th century, payments were handled 
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through an intermediary. Service providers bill insurers, and the insurers pay spe-
cific fees for specific services with rates determined through negotiation. Hospitals 
and other healthcare providers designed the fee-for-service structure to provide 
specific charges for each item. This enabled providers to negotiate charges for ser-
vices item by item and charge each time a physician ordered a service.

Patients as consumers in the 21st century will accept more responsibility for 
the costs of care and will have a greater role in decision making about care. 
They will demand more transparency in the actual costs of care. Consumers 
will need to know their total costs before they receive the services and to price 
packages of services to make it easier to compare prices between different pro-
viders. Health systems, insurers, and vendors will develop payment processes 
that involve sharing the risk of financial loss or gain and greater emphasis on the 
appropriate management of services and outcomes. As healthcare organizations 
become more sophisticated about their costs and care processes, they will take 
on more risks of potential financial loss or gain because of confidence that they 
can deliver care for less cost by controlling or removing redundancy and waste. 
At the same time, consumers will look for ways to obtain services for less cost 
and not depend on the insurers to pay for all services. Progression on the finan-
cial continuum involves transparency of costs for services, risk contracting, and 
population health contracting.

20th Century Fee-for-Service

In the fee-for-service world of 20th century healthcare, healthcare organizations 
deliver services and charge for each of the services that they deliver. Only a few 
organizations, such as Medicare, pay for services prospectively and depending on 
the diagnosis. For 20th century healthcare organizations, fee-for-service describes 
the primary method for the exchange. Within this exchange, there are multiple 
layers of negotiations between providers and payers of all sorts, but the basic 
model is payment for a specific service.

Five possible characteristics for the 20th century fee-for-service category under 
the financial system transition are as follows: (1) specific services ordered by phy-
sician, (2) insurance payments for specific services clearly defined, (3) pay-
ment based on delivery of service, (4) payment contracted on each specific 
service, and (5) payment unrelated to outcomes. 

20th century 
fee-for-service

Points 
(neg)

21st century 
consumer health financing

Points 
(pos)

Total (record on scorecard) Total (record on scorecard)

Figure 18.1 Process transition financial characteristics assessment chart.
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The 20th century fee-for-service process begins with the physician ordering a 
specific service or admitting a patient at the local hospital with a specific diagno-
sis. Within this arrangement, the payers and the service providers have an under-
standing of the particular services and the payments expected for the services. 
The provider of services delivers or performs the service and invoices the payer, 
usually an insurance company. The payer sends the payment. The patient is not 
involved as long as he/she has insurance. If the patient is uninsured, then he/she 
arranges for payment before obtaining the service unless it is an emergency.

The physician determines what services the patient needs and orders the ser-
vices as indicated in the first characteristic of fee-for-service. The physician’s order 
is the sine qua non for healthcare services. From a simple blood test to a major car-
diac surgery, the physician writes the order, and the order authorizes the hospital 
to deliver it and the insurance company to pay for it. Without the physician’s order, 
the system does not recognize the legitimacy of the request for service regardless 
of how appropriate it is except in emergencies.

In 20th century healthcare, most people do not directly pay for healthcare. 
Most people have insurance and use it to pay for their care. As the second char-
acteristic of 20th century fee-for-service indicates, insurance pays for specific 
services. In a list buried in the insurance program documents, the insurance 
company describes products and services agreed upon in the negotiations that 
set up the insurance plan. This insurer pays for items included on the list and 
does not pay for items excluded. Specific services are covered and no others. 

In the world of 20th century healthcare, identifying services covered by an 
insurance plan protects the insurance companies from medical costs that escalate 
quickly. This listing of specific services becomes the negotiation point between 
companies and insurers each time the insurance plan renews. Including more 
services makes the benefit better for the insured while increasing the risk to the 
insurer. Reducing coverage favors the insurance company. In this way, the insur-
ance company works to reduce its risk of paying out more in benefits than it 
receives in premium payments.

In the third characteristic of 20th century fee-for-service, the healthcare orga-
nization converts the delivery of specific services in the hospital to a billable 
form for submission to insurers and other payers. This process begins when the 
physician orders the services in the medical record. When the patient leaves the 
hospital, coders review all the records and code the diagnoses of the patient; 
the seriousness of the illness; the tests, procedures, and care delivered to the 
patient; the time the patient spent in the hospital; and other information in the 
coding of the medical record by coders. The coders submit the coded items to 
the financial section of the hospital for processing and submission to the insurer. 
This payment process converts decisions by the physician into services that 
the provider delivers and then bills to the insurer. In this way, the healthcare 
provider delivers specific services, and the insurer pays for the services at the 
agreed-upon prices. Healthcare becomes the specific services delivered to the 
patients, and the insurers pay for the specific services the patient received.
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As hospitals develop their means for obtaining payment from insurance com-
panies, the hospital specifies the payment for each service based on the charge-
master listing for the service and the contractual agreement with the insurer. 
Hospitals create the chargemaster by itemizing every service and product to iden-
tify a charge for each. Hospitals include thousands and thousands of individual 
items and services in the chargemaster with specific charges attached to them. 
Using this listing, hospitals develop their fees for the services they deliver.

As described in the fourth characteristic of 20th century fee-for-service, insur-
ance companies negotiate with hospitals to pay a percentage of charges on the 
items listed in the chargemaster. The hospital negotiates the largest percentage it 
can obtain and the mechanism for payment of specific services. When the patient 
obtains the service, the hospital bills the insurer for the service based on the 
agreement as a percentage of charges rather than full charges. 

For the uninsured patient, the bill for care rendered by the hospital includes 
the full charge listed on the chargemaster for each item because no agreement 
exists between the patient and the provider to lower the charge, unless the 
hospital offers a charity or uninsured discount. Since hospitals negotiate with 
insurers based on charges for each item, charges change to improve payment as 
the insurers change their rates of pay for specific items. This is where the reality 
of the insurance-defined world of healthcare payment appears. Due to the nego-
tiations between insurers and providers, the charges listed in the chargemaster 
often have no relevance to the actual cost of the item or service but, instead, 
reflect the distortions created by the insurer’s contractual provisions negotiated 
with the hospital. Certain items have higher charges to take advantage of the 
willingness of insurers to pay more for a certain service. Full charges leading to 
much larger payments are the fate of the individual who obtains services with-
out the benefit of the insurance’s negotiated pricing. This is why insurance is 
the required payment mechanism for healthcare for anyone able to obtain it. 
Otherwise, hundreds of thousands of dollars in charges could fall on the indi-
vidual because of a single hospital visit.

The final characteristic of 20th century healthcare fee-for-service points to the 
ultimate dilemma that afflicts healthcare. The payment of services has nothing to 
do with the outcomes of the patient receiving the services. It only addresses the 
delivery of the service. If the hospital delivers the service, and the patient died, 
the payment for the service is still expected. There may be specific provisions or 
qualifications on the delivery of the service, but the outcome has nothing to do 
with the payment.

The question of outcomes has been the essential payment question through-
out the history of medicine and is the principle that shaped American health-
care’s relationship with insurance. Unable to specify outcomes even between 
survival and nonsurvival, healthcare negotiated with insurers the specific services 
and the payments. There were no negotiations about the outcomes of the ser-
vices and no guarantee beyond the service itself. For the provider, the goal was 
simply to provide the services in an acceptable way, and the outcomes were the 
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concern of the physicians. If patients felt that the outcomes of care were unac-
ceptable, they sought relief in the courts, but the providers and the insurer han-
dled their arrangements separately from the outcomes of care.

The payment process for healthcare services defines an essential aspect of 
American healthcare that evolved during the 20th century. The physician and the 
hospital exist as separate components of the 20th century healthcare payment 
system. The physician’s order is the basis for the delivery of healthcare services 
by licensure and by insurance agreement. There are no services and no pay-
ments without a physician’s order. The physician orders the services, and the 
hospital had little control over what the physician orders.

Hospitals created hospital insurance as part of 20th century healthcare to 
enable patients to afford to come to the hospital. These payers identified specific 
services unrelated to the outcomes of care and negotiated with the hospitals and 
other providers on pricing. Since there are no predictable outcomes in healthcare, 
and since no hospital or insurance company is willing to predict the outcomes of 
care, the payer and the hospital negotiate on services rendered and services paid.

The charges created by the hospitals and agreed to by the insurers increased 
as the costs of equipment, staff, and facilities increased. Physicians ordered more, 
and the payment process of insurers and hospitals accommodated the increases 
by raising premiums to the employers and to the federal government. Without 
predictable outcomes to use in justifying the costs, there really were no limits 
except the ability of payers and the government to either pay for services or not. 

In the end, fee-for-service encouraged the delivery of more and more services. 
Physicians had no responsibility for reducing costs and no way of ensuring the out-
come of care, so they ordered whatever might help their patients. The insurers and 
the hospitals did whatever the physicians ordered and passed the costs on to the 
employers and the federal government. In the late 20th century, the costs reached 
a point that the entire system could no longer tolerate the increases, and the payers 
changed the rules of the game by beginning the care to produce acceptable out-
comes, or there would be no payment. For hospitals, this was a game changer.

21st Century Consumer Health Financing

With the meter running very fast, everyone is looking for someone else to pay 
the cost of healthcare. Just as the demand for outcomes to justify the costs 
became the cry at the end of the 20th century, the 21st century initiated a search 
for a new payer. This search will ultimately lead to the patient. In the 20th cen-
tury, as the healthcare delivery system evolved into physicians, hospitals, and 
patients, cost became the driver for hospitals. Physicians wrote orders based 
on what they thought would help their patients, and the hospitals delivered the 
services and then sought payment from the patients. When the patients could not 
afford hospital care, prepaid insurance offered a way to finance hospital care so 
that it would be available in times of illness or injury. 
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When employers turned to insurance companies to develop hospital insur-
ance products, the hospitals and insurers created their own system designed to 
pay for services. Physicians retained the discretion to order what they felt the 
patient needed, the hospitals delivered the services, and insurers paid the nego-
tiated rates and passed the costs to employers. The patients went to the doctor 
who admitted them to the hospital where they received the ordered services and 
either got better or died. The insurer paid the hospital regardless of the outcomes 
of care and essentially left the patient out of the negotiations and payments.

In the 21st century in America, government, employers, and insurers look to 
new payers to absorb the costs of a system grown beyond affordability. They hid 
the process of healthcare insurance in a black box and encouraged patients to fol-
low their doctors’ advice. The patient did not participate in the payment process. 
As the costs start to overwhelm the system, everyone believes that the patient 
as the consumer can save healthcare by making good choices. According to the 
employers, insurers, and federal government, consumers making good choices 
can save American healthcare by purchasing only products they desire and pay-
ing only what they choose to pay. Consumer health financing began with the call 
from insurers, employers, and the government for patients to become consumers 
in order to save healthcare from its cost conundrum. By unleashing consumers 
on American healthcare by shifting thousands of dollars of cost to them through 
high-deductible insurance plans, these empowered and incentivized consumers 
will change American healthcare in ways people did not anticipate.

Five possible characteristics for the 21st century consumer health financing 
under the financial system transition are as follows: (1) services ordered as part of 
evidence-based, established protocols involving all providers/vendors; (2) pay-
ment processes comanaged by patient, insurers, and providers; (3) payment amount 
negotiated based on service, quality, and outcomes for entire care process; (4) con-
tracts establish criteria for payment based on service, quality, goals, and financing 
of total payments; and (5) payment contingent on outcomes that reflect patient 
goals.

Healthcare consumers do not understand healthcare or its payment processes, 
but they are the ones who are shopping for services in the 21st century. They are 
looking for services that they can purchase that will produce the outcomes they 
need at a price they can afford. Since healthcare delivery remains an obscure 
process directed through a complex system, the consumer shops for outcomes. 
These outcomes, like the purchase of any product, must be something that the 
consumers can recognize and understand if they are to buy them.

The first characteristic of 21st century healthcare consumer financing identi-
fies the service delivery system as structured to deliver services in a predictable 
way based on established protocols. This is the product development aspect of 
healthcare to engage vendors and providers in using the best science to develop 
the services most likely to meet the needs of consumers. It follows the model of 
industry in looking to design processes that minimize defects and focus on pro-
ducing value for the consumer.
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Healthcare consumers are a major force in 21st century healthcare. As a payer, 
patients-turned-consumers need instruments that enable them to participate in 
the paying process. Insurers, physicians, and service providers such as hospitals 
will work together to create financial instruments as the second characteristic of 
21st century consumer health financing. 

Transparency of the process of pricing is the essential step that was never 
developed in the 20th century. In order to participate in 21st century healthcare 
as a major payer, consumers need to understand what they are buying, what it 
costs, and how they pay for it. For consumers, the payment process in healthcare 
is uncharted territory that payers hid from view in the previous century. A co-pay 
or deductible in a small amount is familiar, but managing thousands of dollars of 
costs for healthcare services is a new experience for an industry based in insur-
ance. This level of expense requires a system that supports the financing of pay-
ments in the same way that consumers finance other services. All the participants 
in the care process work together to incorporate the payment process into the 
delivery of services so that it is clear to the patient how it works, what costs are 
involved, and what is being delivered in exchange for the payments.

As a consumer and a participant in the payment process for healthcare that 
the industry expects to control costs and obtaining care at better prices, the con-
sumer must be at the table to participate in negotiations over charges. The con-
sumer can no longer be a silent participant but instead be a significant voice in 
the process if it is to succeed.

In the third characteristic of 21st century healthcare consumer financing, the 
market becomes a significant force as consumers make selections based on price 
in addition to other consumer values such as convenience, accessibility, and 
quality of the services. For providers and insurers, the role of consumers as part 
of the market for payment products and healthcare services is a new factor that 
requires new approaches. With other services, consumers make their selections 
at the time of purchase, and this is new for providers and insurers. They trusted 
in established relationships. As convenience, accessibility, and price are factors for 
consumers making the choice for healthcare, the directed purchases of the past 
negotiated by insurers no longer drive the process. Even the direction of physi-
cians does not guarantee that patients will purchase services.

Finally, and most importantly in the era of 21st century healthcare, the con-
sumer needs solutions to problems or products to improve their health. Outcomes 
of care become a major factor in consumer choices for services. Talking with 
other consumers on the results of their care and their satisfaction is an important 
determiner in which services consumers select. Quality, service, and outcomes as 
well as the price weigh on the decisions that consumers make about healthcare. 
Consumers look for value as they understand it rather than the criteria profession-
als used in the 20th century. In 21st century healthcare consumer financing, the 
selection of services focuses on what consumers perceive as value.

In the past, the employer played a significant role in the selection of health-
care services and contracts, and services developed by providers and insurers 
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focused on the needs of employers. This continues in the 21st century, but as the 
fourth characteristic of healthcare consumer financing, the way that consumers 
choose is often different from the choices made by others. Even within employer-
designed healthcare plans, the choices of consumers play a significant role. If 
prices outside the network are lower, and if the quality and accessibility are bet-
ter, consumers can choose to spend their considerable portion of the healthcare 
plan payment on outside services.

As part of the 21st century plan for consumer healthcare, companies and 
businesses want their employees to make choices that save money and produce 
better outcomes. With this dynamic at work, consumers within the company 
become important voices in the selection of plans, the pricing structure, and the 
satisfaction with the results. Insurers and network representatives can no longer 
assume that the employer is directing the care or that the employees will choose 
to use only the plan provided by the employer. Consumers spend their discre-
tionary dollars where they perceive the value in their purchases.

Where outcomes were not the focus of 20th century insurance/provider nego-
tiations, the goals of consumers purchasing healthcare services in the 21st cen-
tury take center stage as they look for value in the outcomes that result from the 
services they choose. In this fifth characteristic of 21st century consumer health 
financing, the role of the patient as consumer is the focus, and the ability of 
healthcare organizations to identify and deliver particular outcomes is an impor-
tant factor in whether consumers choose them for services.

The healthcare marketplace becomes the environment within which consum-
ers compare products and services based on their goals. Providers compete in 
the marketplace by persuading consumers that they offer the best services. For 
consumers, the outcomes obtained by providers are a significant factor in the 
selection. For providers, the need to provide outcome information in addition to 
quality of services, accessibility, and costs makes this new market environment 
very challenging and different from the 20th century.

20th century
fee-for-service

Points 
(neg)

21st century 
consumer health financing

Points 
(pos)

Specific services ordered by physician Services ordered as part of evidence-
based established protocols 
involving all providers/vendors

Insurance payments for specific 
services clearly defined

Payment processes co-managed by 
patient, insurers, and providers

Payment based on delivery of service Payment amount negotiated based on 
service, quality, and outcomes for 
entire care process

Payment contracted on each specific 
service

Contract establishes criteria for 
payment based on service, quality, 
goals, and financing of total 
payments

Payment unrelated to outcomes Payment contingent on outcomes 
that reflect patient goals

Total (record on scorecard) Total (record on scorecard)

Figure 18.2 example—Process transition financial characteristics assessment chart.
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In addition to provider selection based on types of outcomes, consumers also 
look to providers for certain guarantees of services. This may include outcome 
management such as a guarantee to address any issues that arise within 90 days 
of a procedure. It may also involve guarantees related to wait times, responsive-
ness, communication, and other aspects of care that consumers value. For many 
consumers, healthcare as a service falls within the range of other services, and 
consumers expect healthcare to function like other services—only better.

In 21st century healthcare consumer financing, the relationship between 
patients, now consumers, and their providers and insurers shifts from patient 
compliance and lack of engagement that characterized the 20th century to a new 
and more active consumer role in the selection, payment, and rating of health-
care providers. For consumers, healthcare is a service like other services, and in 
the 21st century, this means that all aspects of the service delivery process must 
meet the needs of patients who have choices and who are encouraged to seek 
lower-cost alternatives (see Figure 18.2).
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Chapter 19

Cultural transition: 
Professional—Autonomy 
to integration

The first cultural transition is the professional transition (see Figure 19.1). This transi-
tion begins with the 20th century autonomy category as the status of physicians in 
their relationships with other professionals and in their discretion related to patient 
care. The professional transition ends with the 21st century integration category that 
reflects the growing status of physicians and other professionals as integrated within 
the team and care structures of healthcare organizations. To use the professional 
transition assessment chart, identify five characteristics in your organization that fit 
the 20th century professional autonomy category, and document them in the col-
umn. In the 21st century professional integration category, identify five characteris-
tics of professional integration in your organization that represent changes from the 
20th century autonomy characteristics. Using the transition assessment chart, identify 
the dominant characteristic, the 20th or 21st century, currently in your organization, 
and assign a 1 in the column for that characteristic. When you have completed the 
assessment of the five characteristics in each category, total the columns, and docu-
ment the totals on the transitions scorecard. The sum of the columns based on the 
comparison of the dominance of the characteristics indicates whether the organiza-
tion reflects the 20th century model or has progressed to a 21st century healthcare 
organization structure.

Of all the transitions, the culture transitions represent perhaps the most dif-
ficult because they are literally at the heart of the way American healthcare 
conceives of itself. Born out of the 19th century industrial revolution and refined 
throughout the 20th century, these transitions are fundamental aspects of health-
care that are going throughout profound changes in the 21st century. The images 
that we associate with them reflect essential aspects of 20th century healthcare. 
They are the most inherently 20th century of the transitions and must change if 
healthcare organizations are to move into the 21st century.
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The professional transition speaks to the professionalization of the physician 
that occurred in the 19th and early 20th century and shaped the role of physi-
cians and the operations of hospitals in the early stages of their development. As 
healthcare coalesced around the physician and the hospital during the 20th cen-
tury, the physicians through the structure of the medical staff in the local hospital 
and the national lobbying of the American Medical Association (AMA) had a pro-
found effect on healthcare. This professionalization and the image projected by 
the AMA supported the image of the physician as a craftsman and a professional 
with unique skills that separated the individual and the profession from others 
in healthcare. The autonomy of the physician grew out of the historical context 
of the individual physicians caring for compliant and passive patients, and this 
image remains firmly entrenched in healthcare and the minds of patients even 
today (Leape 2012). There was no one else in healthcare who possessed the 
skills or the knowledge, and this gave the physician a singular role in making all 
of the decisions related to the care of patients. The individual responsibility of 
the physician for the patient, the legal structure of licensure, the healthcare fee-
for-service payment structure, and the professional ethics of the medical profes-
sion all contributed to the unique status of physicians (Leape 2012).

The growth of physician professionalism in the late 19th and early 20th cen-
tury was a significant factor in shaping American medicine because it created a 
standard for the autonomy of the physicians. Physician autonomy grew out of 
professionalism based on university education, state licensure, and medical staff 
privileges. This professionalism separated the physicians from the bureaucracy of 
the hospital and led to the creation of the medical staff as the professional asso-
ciation within the hospital defined by affiliations, peer relationships, and demo-
cratic processes.

The industrialization of healthcare challenges the 20th century model of the 
physicians as autonomous and pushes for an integrated team in which physi-
cians play a leading role but do not have the unique status of arbiter of all deci-
sions. In the 21st century, the autonomy and prerogatives of physicians change 
as multidisciplinary teams of care providers bring new knowledge and skills to 
the care process. The physician’s role as an autonomous professional with unique 
privileges becomes an obstacle to the efficiency of the health system and to the 
work of multiple disciplines in the delivery of care. No longer is the individual 
physician in total charge of the care of patients but rather a team of professionals 

20th century 
professional autonomy

Points 
(neg)

21st century 
professional integration

Points 
(pos)

Total (record on scorecard) Total (record on scorecard)

Figure 19.1 Cultural transition professional characteristics assessment chart.
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from a variety of specialties and disciplines joined together (Leape 2012). The 
availability of clinical information to a broad group of care providers undermines 
the unique status of one profession and shifts the view of healthcare from the 
physician to the patient. 

20th Century Professional Autonomy

Events in the 19th and 20th century promoted the autonomy and the unique 
professional status of physicians. Evolving out of the struggle between allopathic 
or scientific medicine and the alternatives of naturopathic and homeopathic 
medicine, the technology that characterized the science of medicine boosted the 
physician as operating rooms were set up in hospitals along with x-rays and labo-
ratories. The Flexner report further strengthened this status as many proprietary 
schools closed, and the Hopkins approach of university and medical school train-
ing dominated medical education with the help of the largess of the Rockefellers. 
Finally, the AMA promoted this status of the physician through the promotion of 
university-based medical education as the requirement for licensure by the state 
boards of medicine and for membership in the medical staff at local hospitals. 
Education, technology, licensure, and the efforts of the AMA structured medicine 
across the country with physicians as the unique professionals of the world.

Five possible characteristics for the 20th century professional autonomy cat-
egory under the cultural transition are as follows: (1) separation of groups by 
professions; (2) visual designations of professions evident (e.g., white coat, white 
uniform); (3) professionals answer only to designated peers; (4) decision mak-
ing based on professional status; and (5) social deference paid to particular 
professions. 

Healthcare in the 20th century began with the physician as a singular figure, 
but it ended with a myriad of professions and specialties. The first characteristic 
of professional autonomy points to the historic evolution of healthcare profes-
sions and their resistance to a common vision that connected them. The physi-
cian and the slightly less accepted surgeon were the originals. Nursing arrived 
shortly after as a subordinate but nonetheless influential profession. As tech-
nology and research increased, surgery became the heart of the hospitals, and 
physicians exploded into vast numbers of specialties as they attempted to com-
prehend all the new knowledge and to maintain their unique market position. 
There was a tendency for these groups to view themselves as separate, and there 
was no compelling reason to diminish professional status or identity as long as 
each group performed its work well. The separation of groups by professions 
in the hospital emphasized the differences in their status and their work as they 
viewed the care of patients as separated into parts and each group owning a 
part. Each profession had its realm or niche, and they delivered their specialty 
to the patient they treated, but there was not a sense that the care between the 
disciplines needed to be coordinated or integrated. 
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Professional attire stands out as the second characteristic of 20th century 
professionalism that reinforced divisions between professions and the hospital 
bureaucracy in the daily operations of the hospital. The clothing of the profes-
sions made the members of the different groups distinctive in appearance and 
served as reminders of the rank and prerogatives of the various professions in 
their interactions and in the care of the patient. The most striking examples of 
clothing as professional designations are the physician’s coat and the nurse’s uni-
form. The physicians in long coats, typically black before the 20th century and 
white after 1900, clearly identified the profession as preeminent in any situation 
in which they appeared. In the same way, nurses in white uniforms with caps 
throughout most of the 20th century clearly separated themselves as a group 
from anyone else and established a professional, almost militaristic presence 
through their garb.

The hierarchy within the clinical structure stands out as the third characteristic 
of 20th century professionalism that tended to promote separation and autonomy. 
Each profession established its sphere of influence and levels of responsibility 
with clear demarcation of rights and privileges as a means for preventing usur-
pation of prerogatives and status. Individuals within the professions, particularly 
physicians, recognized accountability only to others they regarded as peers. The 
channels of communication followed the structure of the clinical and organiza-
tional hierarchy exemplified by resistance to critique by anyone not perceived of 
as a peer or of equal status in the organization. The organization often tolerated 
behavior in higher-ranking individuals considered unacceptable to others within 
the structure due to social standing or economic implications. The privileges of 
rank and recognition of status emerged out of the hierarchical structure of medi-
cal and nursing education that required deference to senior clinicians and sub-
servience in the interactions between older and younger members of professions 
based on the craftsman model of the apprentice. This was particularly evident in 
the physicians and nurses.

For hospitals and other healthcare organizations, decision making in the 20th 
century is the fourth characteristic of professional autonomy. Patients viewed 
themselves as the patients of a particular physician, and the hospital viewed the 
patient as the patient of that physician. Clinical processes and physician deci-
sion making about patients flowed out of this perception. The structure of the 
organization and the organizational processes clinically and organizationally 
promoted the image of physicians as controlling the processes of care through 
orders and notes in the medical record. Physicians coordinated all aspects of care 
and served as the source of information about the patient and what was best for 
the patient. Anyone needing information or desiring to make changes in the care 
of the patients consulted the physician, and the physician ordered the change 
or rejected the suggestion. Access to patient information and the ability to issue 
orders and to command organizational resource followed the clinical hierarchy 
as it did the bureaucratic positions of power with the physicians in their various 
gradations followed by nursing and so forth. 
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Social deference as the fifth possible characteristic of professional autonomy 
naturally followed the organizational deference paid to the professionals as 
decision makers and revenue generators. The medical staff operated under its 
own bylaws, rules, and regulations that governed its structure and work. This 
separate structure supported the status and professional autonomy of the physi-
cians. Nursing, though part of the organizational bureaucracy, maintained its 
own processes for addressing professional standards and issues. Any policies 
and procedures adopted by the organization that required physician participa-
tion were subject to review by the executive committee of the medical staff 
and even to a vote by the full medical staff in certain cases. If the medical 
staff rejected the change, and it affected clinical care, it would be difficult to 
implement.

As the hospital represents the blending of various groups into the care of the 
patients, there are numerous situations in which people from different groups 
work together. Within these situations in 20th century healthcare, the ranks of 
individuals within the organization carry significant weight in the discussions. 
The presence of clinical staff in meetings with their status declared by their attire 
often significantly influence discussions even when they are unrelated to clini-
cal issues. This social deference in 20th century organizations exerted pervasive 
influence. 

Depending on the issue under discussion or the individuals present, major 
decisions that affect patients and the organization and employees may hinge on 
the preferences of clinically important individuals and the cultural influence they 
exercise. Within the bureaucracy, the significance of this type of influence and 
the social deference paid to these individuals represent an important aspect of 
professional autonomy that shaped 20th century healthcare.

The structure and operation of the 20th century healthcare organizations 
modeled the scientific management of the industrial age in its bureaucracy and 
the professional affiliation in its medical staff. The professional side of health-
care organizations often maintained their separateness in relation to the rest of 
the organization and used this separateness to increase their influence and to 
create a separate status within the hospital. The separateness of the professions, 
particularly physicians, the unique attire, resistance to evaluation outside of peer 
groups, hierarchical decision-making prerogatives, and social deference in meet-
ings and other group activities to the physicians all contributed to the sense of 
professional autonomy. The results of these indicators of professional status and 
the separation of the physician from the hospital operational bureaucracy and 
other groups resulted in significant power for the physicians even in areas not 
directly related to their clinical expertise or the care of their patients. The defer-
ence to physicians culturally divided hospitals and other organizations between 
physicians and nonphysicians. Because this cultural separation carried over into 
other areas beyond clinical, it shaped many aspects of healthcare organizations 
around the personal preferences of the physicians and reduced the focus on 
patients. 
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21st Century Professional integration

The dominance of physicians in healthcare organizations is a hallmark of 20th 
century hospital structure and operations. In the 21st century, acknowledgment 
of the training and expertise of physicians and their significant role in creating 
the processes of care for patients remains very strong, but the separateness and 
professional autonomy of the 20th century have diminished. In its place is the 
integration of the physician into a multidisciplinary team in which many disci-
plines have a voice in the care of the patient, and the patients view themselves 
under the care of the organization rather than a single professional.

Integration can take many forms, but it begins with the sense in which every-
one involved in the care of the patient is actively working with everyone else 
involved in the care process. Leape (2012, p. 6) describes integration as “the 
planned, thoughtful design of the care process for the benefit and protection of 
the patient.” Leape (2012, p. 12) further describes the autonomous physician as 
“ill-suited to address the problems that many patients have today, where optimal 
solutions require collaboration, shared decision making and cooperative care 
management.” It is clear that the integration of professionals, particularly physi-
cians, into the collaborative processes of care represents the future of the care 
processes of the 21st century.

Five possible characteristics for 21st century professional integration under 
the professional transition are as follows: (1) all professionals are integrated into 
teams; (2) no special visual designation of professions; (3) professionals held 
accountable by the team; (4) all team members have a role in decision making; 
and (5) social deference to particular professions are not supported. Patient care 
in the 21st century no longer supports the 20th century view of healthcare as a 
lone physician in a hospital setting. In the 21st century, the breadth of knowl-
edge and the number of disciplines engaged in the care of the patient are much 
greater than in the past. Each of the disciplines brings unique perspective to the 
patient’s care, but each blends with the others to develop a comprehensive plan 
of care for the patients.

As the first characteristic of 21st century professional integration suggests, 
the integrated, multidisciplinary team is the production model for the 21st cen-
tury and integrates the physician in a very different way from the role of the 
physician in the past. The 20th century placed the emphasis and all the respon-
sibility for the patient’s care on the physicians. Physicians were the autonomous 
decision makers who controlled all aspects of patient care. In the team model 
of the 21st century, the patient’s needs and desires structure the care process 
rather than the physician serving as the sole reference point on the care of the 
patient. Using the needs and goals of the patient as the guide to the care pro-
cess, the team develops a plan in which all the disciplines contribute to achiev-
ing the goals of the patient. The physician is the clinical leader of the team 
but does not exercise sole discretion in the work of the team or the care of 
the patient.
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The second characteristic of 21st century professional integration relates to 
the visual cues that help to organize the work and identify care providers. In the 
past, attire identified rank within the clinical hierarchy such as long white lab 
coats as the 20th century emblem of the physicians. The attire for many profes-
sions and other staff no longer indicates rank as many different professionals 
wear long white coats today. Many wear scrubs in various colors, and nurses may 
even use colored outfits to designate groups associated with particular units or 
specialties such as cardiology or oncology. In the new environment, the empha-
sis is on the patient’s need to identify the disciplines that care for them. Badges 
and other visual cues help patients to identify care providers and their roles. 
Status or rank no longer help in the delivery of care or promote effective work in 
patient care areas. It can even create distractions that slow down care or confuse 
the group working with the patient. Teams choose visual cues for their useful-
ness in the work of the team.

The third characteristic of 21st century professional integration relates to the 
team responsibility for the care of the patient. The source or reference point for 
the team is the patient rather than the physician or other clinical person, and 
the patient’s progress or lack of it signifies the success of the team in the care 
of the patient. By focusing on the patient as the basis for accountability, the 
team members look to each other to achieve the goals established in discus-
sion with the patient. The team holds itself responsible to evaluate what failed 
rather than looking  for that judgment from the physician. Since the goals of the 
patients reflect more than a purely disease-focused application of technology 
or medications,  the various professionals on the team and other members rep-
resenting different disciplines bring a critical diversity to the care process that 
significantly  improves the potential for achieving the patient’s goals. Recognizing 
that patients are complex, and their needs are multifactorial, 21st century 
healthcare  can no longer afford to depend on the views or perspectives of an 
individual practitioner or a single discipline to develop and implement care for 
patients.

The fourth characteristic of 21st century professional integration involves deci-
sion making within the team. Rather than an individual physician being respon-
sible for all decisions, restoring health in a team-based care process involves 
multiple disciplines participating in decisions about the care of the patient. 
Accepting responsibility for the patient’s care involves recognizing the dynamic 
situation in which the patient lives and the interaction of the disciplines on the 
team to address that situation.

As each of the disciplines brings to light their perspectives on the patient, a 
much richer and deeper understanding develops. The team draws on this rich-
ness to understand the immediate and long-term needs of the patient. Working 
with a plan developed in discussion with the patient and founded on the con-
sensus of the team members, the team is able to bring together a comprehensive 
view of the patient’s goals and to make decisions together to accomplish the 
goals in the very short time the patient is in the organization.
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The ability for team members to share their knowledge, experience, and ideas 
requires a sense in which everyone on the team brings value to the work of the 
team. Anything that works against this sense of the value of each member or 
creates barriers to team members contributing to the work makes it more difficult 
for everyone to accomplish the goals of the patient and the team. It is within this 
context that the organization as a whole must view social deference to bureau-
cratic and professional status as counterproductive if it restricts the interplay of 
ideas.

The fifth characteristic of 21st century professional integration recognizes that 
expectations of social and professional deference work against the effectiveness 
of groups. Social and professional environments using a variety of values and 
signals create hierarchies that promote deference to certain individuals or profes-
sions. It is one thing when this status is an honorary status recognized by the 
organizations but quite another when individuals accrue to themselves the expec-
tation of social or professional deference due to personal interests or inflated 
views of self-worth. Healthcare took this to a very high level in the 20th century 
by maintaining an extreme form of deference to the physician through most of 
the century even in areas not related to the clinical care of patients. Establishing 
the physician as predominate in all social engagements whether in committees, 
teams, or individually distorted the actual expertise of the physicians and shaped 
the care of patients and the operation of hospitals in ways that often simply sup-
ported the preferences of a small group rather than the work of the organization.

Shifting the focus from the physician to the patient and from the autonomous 
professional to the team opened up vast resources of creativity, knowledge, and 
experience for the organization to use in the design of systems and the care of 
patients. By creating a new understanding of the complexity of patient care and 
a greater awareness of the value that each discipline brings to the care process, 
the organization expands the conversation to include all the disciplines and the 
patient as well. This leads to better decisions based on more information and 
with the benefit of a broader body of research and knowledge.

The 21st century recognized the complexity of patient care in all its dimen-
sions and realized the importance of addressing this complexity with a full 
complement of skills, experience, and talent. This new approach required a team 
with members from a number of disciplines able to work effectively together 
and with the patients. Because of the complexity of patient needs and the speed 
necessary to develop a plan and to execute it, 21st century organizations turned 
to team structures. Within these structures, disciplines come together with 
the patient to identify goals, develop plans, and produce the necessary results 
quickly.

Recognizing anything that worked against the effectiveness of the integration 
of the disciplines into a cohesive group, 21st century organizations identified the 
many elements of 20th century healthcare culture and processes that empha-
sized the dominance and autonomy of the physician role as counterproductive 
and distracting. The role of the physician remains very strong within the clinical 
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dimensions due to the structures of licensure, medical staff privileging, and other 
societal and legal aspects of patient care. However, organizations recognize 
that preferential treatment such as special attire, autonomous decision making, 
peer accountability outside the team, and social deference restricts collabora-
tion and organizations’ work to diminish vestiges of the 20th century. In place of 
the structures that supported the professional autonomy of the physician is the 
patient-focused team with consensus decision making and joint accountability. 
Organizational systems support the elimination of visual cues signifying power 
and the exercise of social and professional deference in favor of encouraging 
team members to participate and contribute to meet the needs and goals of the 
patients regardless of their profession, rank, or social status (see Figure 19.2).

20th century
professional autonomy

Points 
(neg)

21st century
professional integration

Points 
(pos)

Separation of groups by professions All professionals are integrated into 
teams

Visual designations of professions 
evident (ex. white coat, white uniform)

No special visual designation of 
professions

Professionals answer only to 
designated peers

Professionals held accountable by 
the team

Decision-making affected 
by social/professional status

All team members have role in 
decision-making

Expectations of social/professional 
deference permitted

Expectations of social/professional 
deference not supported 

Total (record on scorecard) Total (record on scorecard)

Figure 19.2 example—Cultural transition professional characteristics assessment chart.
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Chapter 20

Cultural transition: Metaphor—
Scientific Machine to 
Complex Adaptive System

The second cultural transition is the metaphor transition (see Figure 20.1). This 
transition begins with the 20th century scientific machine metaphor as the 
dominant image of the hospital-based culture of 20th century healthcare. The 
continuum of this transition ends with the 21st century complex adaptive sys-
tem that describes the nature of the healthcare organizations in which extensive 
information systems form the infrastructure for a complex system that spontane-
ously adapts to changes it encounters in its environment. Within the 20th century 
scientific machine category, healthcare organizations identify the characteristics 
in which organizations continue to be structured and to function with machine 
images as the model. In the 21st century complex adaptive system category, 
healthcare organizations identify characteristics that indicate that the image that 
most accurately describes the organization is the complex adaptive system. Using 
the transition assessment chart, the sum of the columns based on the comparison 
of the characteristics indicates whether the organization reflects the 20th century 
model or has progressed to a 21st century healthcare organization structure.

The metaphor transition operates on many levels in healthcare organizations, 
but the subtleness of a metaphor within the context of an industry or an organiza-
tion makes it difficult to recognize the importance. For many people, the question 
of whether healthcare should be viewed as a machine or as a complex adaptive 
system makes little difference because it is what it is, and we need to work with 
it. However, the reality of this metaphorical shift is truly profound if the image 
of the organization as held in the minds and imaginations of the leadership and 
employees is recognized as a vital guide and motivational force that shapes the 
decisions and operations of the organization in countless albeit unnoticed ways. 
The importance of this transitional shift echoes in all the transitions. This transi-
tion, however, speaks to the overall perspective of organizations and healthcare 
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and describes the overall shift that other transitions support. This metaphorical 
transition guides the other transitions as they progress toward the 21st century.

A metaphor is the application of a concept or image to an unrelated concept 
or image to create new understanding. Metaphors are the way we understand 
the world and not just a figure of speech. Metaphors applied to healthcare shape 
our true understanding of healthcare. Metaphors applied to organizations shape 
the views of the organization and how it works. Metaphors are often invisible 
to us. Like the “light bulb of an idea” or the “leg of a table,” they are part of 
our thoughts and speech, but we fail to see how they shape our understanding 
(Lakoff and Johnson 1980; Goodwin 2015).

Two competing healthcare organizational metaphors dominate the literature 
in the 20th and 21st century: scientific machine metaphor and complex adaptive 
system metaphor. The scientific machine metaphor is derived from the Newtonian 
view of identified causes and predictable effects. The expression of this concept 
organizationally becomes specific actions leading to specific results to meet spe-
cifically designed goals. The early 20th century view of the hospital as similar to 
a factory comes from this metaphor. The hospital becomes the scientific machine 
striving for efficiency with a bureaucratic departmental structure and a leadership 
structure based on hierarchical management directing and controlling all the work. 

The metaphor of the complex adaptive system actually merges three organi-
zational metaphors that Gareth Morgan (2006) identified as organism metaphor, 
processing brain metaphor, and flux and transformation metaphor. For American 
healthcare, these images can easily flow into descriptions of the state of health-
care organizations. With the implementation of information systems that create 
networks of employees in healthcare organizations, the processing brain meta-
phor creates an image of data flowing and many people processing it and devel-
oping information. As the information flows, it reaches many people, and as they 
react to the information and to the awareness of the organization and the envi-
ronment, the organization functions as an organism in responding to changes. 
Finally, the complex structure of the organization grows as people interact and 
respond through their work activities and decisions and the thoughts and ideas 
they share. Through these interactions, the organization changes from one day 
to the next in its structures and responses. This flux and transformation arise in 
unpredictable ways through the ripples that begin small but lead to large changes 
as the network of people respond. In this way, Morgan’s images apply to health-
care and help to define healthcare organizations.

20th century 
scientific machine

Points 
(neg)

21st century 
complex adaptive system

Points 
(pos)

Total (record on scorecard) Total (record on scorecard)

Figure 20.1 Cultural transition metaphor characteristics assessment chart.
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20th Century Scientific Machine

As healthcare moved out of the family home and into the hospital in the late 19th 
and early 20th centuries to take advantage of the scientific discoveries associated 
with aseptic surgery, x-rays, and laboratories, a new structure began to emerge 
for the nascent healthcare organization to bring scientific management to the 
science of healthcare. This structure actually developed in industry, particularly 
manufacturing and railroads, before it migrated to healthcare. The idea was that 
a factory or a hospital was an organization in which different parts work together 
the way a machine operates and with the same efficiency. Administration at the 
top of the organization sends messages to the managers, and the managers direct 
the workers. The administration designs the work of the individual workers to be 
efficient and to fit the operation of the organization. With machine-like efficiency, 
each worker performs work under the manager’s supervision. The manager 
reports the results to the administration. The image of organizations as efficient 
machines remained the dominant metaphor and the aspiration of administra-
tors throughout the late 19th and 20th centuries. Hospitals like other organiza-
tions were to operate efficiently under the control of the superintendent or the 
administrator. 

Five possible characteristics for the 20th century scientific machine category 
under the metaphor transition are as follows: (1) machine view of organizational 
operations, (2) clearly defined bureaucracy, (3) predictability of outcomes to plans 
monitored, (4) central control maintained, and (5) efficiency and correctness 
valued. These characteristics provide examples of the 20th century view of the 
scientific machine metaphor.

The final mechanical solution, the completion of the machine metaphor, 
appeared as the industrialization of healthcare in the late 20th century. The 
industrialization of healthcare broadened the metaphor of the machine beyond 
the support departments of the hospital that had always aspired to operational 
efficiency to the medical staff in the hospital. This new industrialization required 
that the product of the hospital operations, namely, the actual processes and out-
comes of care, be efficient and produce quality commensurate with its costs. The 
medical staff, for the first time in the history of American medicine, is to be held 
accountable for the cost and quality of hospital production based on the same 
statistical process controls and outcome data that manufacturing uses to measure 
efficiency and quality of production.

The initial characteristic of 20th century healthcare related to the scientific 
machine metaphors is the use of machine image in describing work or the orga-
nization. Healthcare administrators trained in the 20th century in particular use 
the machine metaphors in common expressions in most organizations. The orga-
nization as a “well-tuned or well-oiled machine” is a frequently used image that 
directly relates to the scientific machine concept. Other less direct mechanistic 
images arise from industrialization such as individuals as “units,” work as “pro-
cesses,” and the results of work as “product.” Employees describing themselves 
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as “cogs in the wheel” or “just a set of hands” give the sense of machine-like 
characteristics to employees and work along with leadership images of “driving 
the organization,” “building a better mousetrap,” and “plugging in the right parts” 
(Goodwin 2013, 2015).

The second characteristic of the 20th century scientific machine metaphor 
relates to the actual structure of healthcare organizations. Throughout the 20th 
century, the operational side of the hospital retained a well-defined bureaucracy 
designed to provide oversight and accountability for each function within the 
organization. The departmental structure with managers and directors over each 
function emphasized the specific positions responsible for each area and their 
role in directing the work to achieve the goals set by the leadership. This ratio-
nal design lends itself to a mechanistic view of the organization in which there 
are control and predictable outcomes. The greater the emphasis on the positions 
within the organizational chart and the power associated with those positions, 
the more likely is the sense that the bureaucracy of the organization is designed 
to operate as a machine. By using the organizational chart to define authority, 
control, accountability, and communication, the leadership establishes a strong 
cause-and-effect image that functions like the diagram of a machine. The people 
in positions of power within the bureaucracy hold those below them accountable 
and answer to those above them. The expectation is that this diagram describes 
a mechanistic structure designed to produce predictable results if the structure 
functions efficiently and correctly. The view that by creating the structure, the 
organization should accomplish its goals carries the sense of the right parts in the 
right places and produces a machine that works well (Goodwin 2015).

The third characteristic of the 20th century scientific machine metaphor points 
to the sense of control or predictability in the organizations. Predictable results 
from the operation of the hospital are the reason for the carefully designed orga-
nizational chart and the usefulness of the machine metaphor in describing the 
operations. Like any machine, the organization of the hospital is designed to do 
specific work in line with the concept that the outcomes of the activities of the 
organization are predictable. If the leadership does its job, and if the workers do 
their jobs, then the organization will accomplish what it planned to accomplish. 
The ability to assemble the organization in a specific way to accomplish a spe-
cific purpose and then to see that purpose realized is at the heart of the mecha-
nistic view of the organization.

For administration, in particular, predictability is vital. In discussions with 
governing boards and employees, management presents the vision of what the 
organization will accomplish with sufficient resources and if everything works cor-
rectly. Often, the governing board terminates managers or senior executives when 
their plans are not successful in producing the predicted results, and this incentiv-
izes the leadership to cling tightly to the machine image that supports predictable 
outcomes. Working from these mechanical assumptions, healthcare administrators, 
CEOs, directors, and managers at all levels of the organization seek to assemble 
the machinery of production in the staff, the processes, and the facilities. 
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When the hospital does not produce the expected results, the machine meta-
phor represents a threat that someone failed to assemble the right parts or to 
operate the machine correctly. This view of failure as the failure of the machine 
or its operator assumes that the organization would be successful if only some-
one who knew how to run the machine was leading the organization. The 
expectation that predictable results are reasonable underlies the struggle in orga-
nizations between growing complexity and mechanical metaphors.

The fourth characteristic of the 20th century scientific machine metaphor 
relates to the central control that guides the organizational machine. Just as the 
organization as a machine should operate efficiently and produce the expected 
results, the direction of the machine must originate from the administration in 
order for the mechanical structure to work. Control at the center of the orga-
nization maintains predictability of outcomes from the machine perspective. 
Predictability diminishes with the loss of central control. In order to ensure 
achievement of the goals, the administration communicates to the managers 
throughout the system what they are to do to achieve their goals. The managers 
in turn are to communicate back to the administration what they have produced 
and how it compares to the predicted results.

Administrative control as the means for achieving results is derived from the 
view that a properly assembled machine will produce the expected results if the 
machine has the necessary direction from the central administration. Without 
this control to guide the organization, the various parts will not function appro-
priately, and the ability of the organization to produce the predicted outcomes 
becomes less certain. In the 20th century healthcare organization, the tight 
control of the administrative and clinical leadership on the operational side rein-
forces the right way for the organization to function.

Given the importance of control, the message from the administration to the 
managers directs them to recognize their accountability for achieving their por-
tion of the goals. The managers in turn direct the employees to follow their pro-
cedures to ensure that the department or unit produces the right results within 
the parameters of the budget set by the central leadership. The employees follow  
the prescribed procedures and perform the work. It is not necessary that the 
employees or even the managers fully understand the direction and goals of the 
organization as long as they are producing the part they are assigned to produce.

The fifth characteristic of the 20th century scientific machine metaphor 
focuses on the purpose of the metaphor in producing results. The machine 
metaphor not only establishes a structure designed to control the operations of 
the organization and to produce results; it also provides the goal of efficiency 
and following direction as priorities. The efficiency of the organization relates to 
the way in which the parts work together in the use of resources and the speed 
of operation. Specific directions provided at each level through procedures guide 
the way to perform the work. Managers guide workers in following these stan-
dards with the expectations that it will lead to consistently good results that are 
produced quickly and with appropriate use of resources.
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Following the correct procedures and achieving operational efficiencies are 
goals the organization celebrates. The administration identifies employees and 
managers who meet defined expectations using as few resources as possible as 
worthy of recognition and emulation. This represents the success of the machine 
metaphor and the leadership in building the right machine and operating it to 
achieve the goals of the organization. Frequently, these goals are financial and 
efficiency goals as would be expected of a well-tuned and running machine.

The 20th century hospital was born at the time when scientific manage-
ment and the machine metaphor were in ascendancy. In the flush of the Second 
Industrial Revolution and at a time in healthcare when science was opening 
up all the secrets to life and prosperity, creating a well-designed bureaucracy 
in the hospital and operating it as an efficient machine seemed to be the path 
to delivering a new quality of life in America. As management embraced this 
new approach as more effective than the view of healthcare as a family enter-
prise, organizational charts with clearly defined leadership and departments and 
lines of accountability appeared as diagrams for the organizational machines. 
Employees received specific instruction on their work, and their managers were 
held accountable for work and for reporting to the leadership. Accounting and 
operational information provide to the central management guided future deci-
sions on the areas that were not meeting expectations. Fine-tuning the operation 
by issuing directives to managers reinforced the role of the administration con-
trolling the organization.

This model for the operational side of healthcare continued into the 21st cen-
tury with only minimal changes. Administrators and managers followed it with 
an occasional nod to the role of employees in the success of the organization. 
The impetus to sustain and expand the machine metaphor came with industri-
alization of healthcare and the incorporation of the medical staff into the opera-
tions side of the hospital as payers demanded improved processes and outcomes 
like those in other industries. New information systems provided more data on 
operations and output and better tools for control. Expectations for predictable 
results expanded as well from payers tired of seeing cost increases with little to 
show for the expenses.

21st Century Healthcare Complex Adaptive System

Even as industrialization advances in healthcare organizations, the new metaphor 
of the complex adaptive system emerges spontaneously through the confluence 
of a variety of factors but especially the implementation of healthcare information 
technology and the appearance of patient-customers as a significant influence in 
the healthcare marketplace. Five possible characteristics for the 21st century com-
plex adaptive system category of the metaphor transition are as  follows: (1) com-
plex adaptive system view of organizational operations; (2) complex system of 
relationships and communications create structure; (3) unpredictability, surprise, 
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and discovery characterize planning; (4) adaptation and creativity encouraged 
and supported; (5) mission, values, and simple rules guide inter actions that 
accomplish the work.

The first characteristic of the 21st century complex adaptive system category 
is the recognition that healthcare organizations are becoming complex adaptive 
systems as they implement and utilize information technology that creates the 
many connections between independent agents that define complexity. These 
systems provide clinical and operational information in real time to people 
throughout the organization, but more importantly, they enable the complex 
adaptive system to form through their ability to connect with each other. Out of 
these connections, individuals and groups share information, ideas, and feelings 
within the context of the work they perform. These relationships engender cre-
ative responses and unpredictable reactions to new situations that then produce 
additional unanticipated responses within the system. As these occur repeatedly 
through the organization, they create the complex adaptive system that actually 
becomes the organization. 

The complex nature of the organization emerges out of the multiple inter-
actions of people connected through the information system. At the same time, 
the adaptive aspect of the organization appears through the ways in which indi-
viduals and groups respond to changes in the environment and in the organiza-
tion. Through interactions with patient-customers and communication between 
coworkers, new responses to changes, questions, and system issues appear 
without reference to higher levels of control. These new responses open up new 
possibilities for the organization to change and adapt as they are shared through 
communications with others in similar situations. Through this adaptive pro-
cess, many people use and refine new methods of managing situations and new 
responses to changes in the community and in the needs and expectations of 
patient-customers. The adaptive impulse of the organization finds its application 
at the fringe where the organization interfaces with the outside world of patient-
customers and the community. 

As complexity and adaptation characterize the organization, the need for coor-
dination and consistency is not entirely lost. In order that the ripples of adapta-
tion that move through the complexity do not overwhelm the connections that 
hold the organization together, the system aspect provides the cohesion. In the 
minds and thoughts of the individuals engaged in the communications and adap-
tation of the organization, they share a common mission, values, and simple rules 
that form the system context for the complex adaptive system. As they encounter 
new situations or receive new communications that require rapid responses, the 
individuals throughout the organization reflect on the mission that binds them 
together and the values that they share and believe. Based on these fundamen-
tal views of the reason for the organization and the values that it espouses as 
good and right, they share simple rules as they perform their work. These simple 
rules serve as operational guides that enable them to respond quickly and to 
react with confidence to new situations. In this way, the organization operates 
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at the speed and level of complexity that permits it to adapt and find the fit that 
enables it to meet the expectation of its employees and to exceed the expecta-
tions of the patient-customers who look for rapid results to complex issues. 

The second characteristic of the 21st century complex adaptive system meta-
phor category highlights the complex system of relationships and communica-
tions that create the structure of the organization. This new environment creates 
the organization based on relationships rather than accountability and control. 
As patient-customers and employees share information with each other and with 
others, the ripples produce changes that lead to new connections and relation-
ships. In fact, the nature of the organization transforms as the conversations 
occur, and new perspectives appear. If there are sufficient conversations, and 
sufficient numbers of people recognize the changes as helpful, change continues 
until it becomes part of the normal processes. Out of the conversations and the 
responses to the conversations, a new organization begins to form in very subtle 
ways.

In the third characteristic of the 21st century complex adaptive system cate-
gory, unpredictability, surprise, and discovery form the planning processes of the 
organization. Where the scientific machine emphasized control and predictability 
within a static universe of immutable laws, healthcare in the 21st century thrives 
within an environment of unpredictability in all its operations. Regardless of the 
due diligence encouraged by the legal and managerial aspects of the organiza-
tion, unpredictability lies innate within any situation or plan. No amount of plan-
ning and conditioning can remove all the potential combinations of variables that 
come together in any plan. In place of the fear that comes naturally with lack of 
control, complex adaptive systems recognize the illusion of control and the ben-
efit that comes with abandoning the illusion.

With no illusion of control, a new openness to surprise and discovery char-
acterizes organizational planning and change. Surprise arises naturally, as the 
implementation of new plans provokes responses not anticipated in the plan-
ning. Out of these responses from the system, the potential for discovering more 
insights and additional opportunities for change and improvement appear. It is 
in this combination of recognizing the unpredictable and looking to be surprised 
with new discoveries that organizations enjoy the benefits that arise from their 
nature as complex adaptive systems. In this way, 21st century healthcare organi-
zations look forward to discovering new ways to operate with surprise, a natural 
occurrence from the unpredictability that occurs whenever the system encounters 
a new plan or new situation.

The fourth characteristic of the 21st century complex adaptive system category 
recognizes the inherent nature of adaptation and creativity as part of complex 
systems engaged and interacting with the environment and internal changes and 
promotes these as essential system qualities. Adaptation and creativity in manag-
ing changes play to the strengths of 21st century healthcare in opening opportu-
nities to reimagine the nature of healthcare and its expression in organizations. 
The healthcare environment that tended to be so static for much of the 20th 
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century now changes quickly and frequently with multiple new influences and 
new perspectives conspiring to undermine the perception of stability. In reality, 
organizations require adaptation and creativity on a continuous basis in order 
to maintain their fit with an environment in flux due to the demands of patient-
customers and payers and expanding flow of information.

Adapting to a continuously changing environment externally and internally 
represents a significant challenge for 21st century healthcare organizations. Many 
of the changes arise from patient-customers and changing situations in the mar-
ketplace of healthcare. Others arise from regulatory agencies and changes in laws. 
Internally, the organization itself spontaneously adjusts and adapts as new services 
develop, and older services change or disappear. All of these changes and the 
associated responses form an ongoing adaptive response by the organization to 
aligning and realigning itself with the environment in which it must exist.

The fifth characteristic of the 21st century complex adaptive system category 
points to the need to operationalize the ability of the organization to grow and 
respond effectively. Mission, values, and simple rules guide interactions that 
accomplish the work and enable the organization to respond to changes and to 
embrace the environment as key to its own success. Each change that occurs 
creates new opportunities for growth and greater insight into the delivery of 
services. To take advantage of these opportunities, the organization must free its 
employees to interact, to respond quickly, and to share information freely. It is 
out of these interactions and the sharing of information that sufficient numbers of 
people join in formulating a new approach that adapts to the new environment. 
Based on the mission, values, and simple rules, employees have the tools they 
need to guide the interactions and to provide parameters for decisions. This basis 
for action recognizes the vital importance of the relationships and communica-
tions that occur in the 21st century organization. The mutual support and col-
laboration by the individuals and groups within the organization that grow out of 
the common understandings of the mission, vision, and values are the strength of 
the organization. Out of this context, employees recognize that it is within their 
ability at all levels to engage with the environment and each other with a sense 
of their personal value and ability to contribute.

Collaboration at the microlevels and macrolevels is critical to facilitate the adap-
tive response to changes as well as to accomplish the work that is required each 
day. In a fluid environment, the organization needs people engaged in the process 
of experiencing what is happening and developing ideas for adapting to what 
is happening. In sharing these perspectives and ideas with others, the organiza-
tion expands its awareness and begins to develop a broader spectrum of options 
for responding. The celebration of this work and this mutual support within the 
system builds the capacity of the organization to absorb new ideas and to respond 
quickly and effectively to the opportunities that present themselves.

The metaphor of the complex adaptive system arises in healthcare organiza-
tions as information systems expand and connect the people in the organization 
in new ways. The complexity resides in the connections that develop between 
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the individuals and groups in the organizations. As information flows more freely, 
and more people have access to the information, they share what they know 
with others, and they share their thoughts and ideas. As enough people respond 
to changes, and enough conversations occur about the need for an effective 
response, new responses appear, and the organization begins to adapt to the 
changes that are occurring.

Relationship takes the place of command and control, and conversations take 
the place of meetings. Flexibility and simple rules guide the process of the orga-
nizations, and employees at all levels feel that they have the ability to identify 
changes, develop ideas, and collaborate with others in the organizations on refin-
ing and implementing the ideas. The focus is on the flow of information between 
the organization and its patients and customers and within the organization. With 
each additional piece of information and each interaction, the people involved 
are able to add to the common knowledge of the organization and to work with 
others to consider how this knowledge opens up new opportunities for better 
services, increased efficiency, and greater success for the patients, the customers, 
and the organizations (see Figure 20.2).

20th century
scientific machine

Points 
(neg)

21st century 
complex adaptive system

Points 
(pos)

Scientific machine view of 
organizational operations

Complex adaptive system view of 
organizational operations

Clearly-defined bureaucracy Complex system of relationships and 
communications creates structure

Predictability of organizational 
outcomes compared to plans

Unpredictability, surprise, and 
discovery characterize the plan

Central control maintained Adaptation and creativity 
encouraged and supported

Efficiency and correctness valued Mission, values, and simple rules 
guide interactions that accomplish 
the work

Total (record on scorecard) Total (record on scorecard)

Figure 20.2 example—Cultural transition metaphor characteristics assessment chart.
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Chapter 21

Signposts and Motivation 
for the Journey

In following the map to 21st century healthcare, healthcare organizations striving 
to reach the goal need guidance and motivation along the way. They need guid-
ance because the demands of operating in a rapidly changing environment make 
it easy to lose sight of the goals while taking care of the more pressing issues 
each day. They need motivation to invest energy and effort in the journey when 
the future often seems a distant concern and less urgent and meaningful than 
working on the current problems. The signposts and the motivation to continue 
the journey come from continuously referencing back to the transitions and the 
images of the future that they provide.

The ten transitions provide not only a measure for assessing progress along 
the way; they also guide the continuing effort through the images of the future 
that is the goal. The 21st century categories of the transitions side by side with 
the 20th century images serve as reminders that the future is different from 
the current healthcare world. The constant comparison between the images of 
healthcare in the past and in the future serves to reinforce the motivation that 
initiated the journey and the need to continue moving forward. In providing 
constant references to the past, the future, and the need to persevere, the transi-
tion as generative metaphors guide and motivate healthcare organizations in their 
journey to 21st century healthcare.

In the organization transitions, healthcare organizations focus on the move 
from the hierarchy structure of the 20th century to the complex system of the 
21st century. Finding ways to recognize and use the flexibility and agility of 
complexity guided by the mission, values, and simple rules provides healthcare 
organizations with the ability to respond quickly to changes and to shift as the 
environment around them continuously evolves. In the midst of these changes, 
however, the organizations maintain their focus and cohesion because the mis-
sion, values, and simple rules of the systems work as daily points of reference 
binding the parts together in a common sense of purpose and direction.
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Within the new structure, the relationship between the employees and the 
organizations moves forward from specific tasks and transactional agreements to 
the emergence of the work as employees use all their creativity and skills to meet 
the needs of patient-customers and their coworkers. Working together to respond 
to new challenges every day, employees confidently create their work and their 
sense of the work as they interact with patient-customers and share new ideas 
with coworkers. No longer bound to rigid rules that define the work of the past, 
they move forward to discover and create the work of today and tomorrow with 
the mission, values, and simple rules as their guides.

Leadership within the organization transitions moves from the need to control 
out of fear of loss or desire for prestige to empowerment that comes from trust 
and a common understanding of the mission, values, and simple rules that guide 
the work. With the support of positional power and trusting their common points 
of references, employees function as leaders whenever the situation and the inter-
actions with coworkers create the opportunity and need. Rather than a title and 
position, they discover leadership and followership through their interactions, and 
they move forward quickly instead of waiting for permission and direction. With 
simple rules, the mission, and values as points of reference, employees experi-
ence a new boldness that comes from trust and confidence that they can lead or 
follow depending on the situation. No longer defending a static sense of place 
or position, leadership appears wherever the situation creates the need for it and 
complements the desires of others to follow and support the direction forward.

As employees discover their work and exercise leadership within the complex 
system of future healthcare organizations, they find new opportunities to inno-
vate as a daily part of their work and their discussion with others. Innovation 
no longer resides in the positions of power or a central structure, but it now 
arises as an adaptive response of the employees within the complex system in its 
moment-by-moment interactions with the environment and the internal dynam-
ics of the organizations. Drawing on their implicit understanding of work devel-
oped through experiences in actually performing the work and combining this 
with their personal commitment to the mission and values of the organization, 
employees discover new ways to work as they encounter new situations and 
needs. They share these discoveries with others in conversations and discussions 
as a spontaneous spread of innovation that helps others to adapt to the changes 
occurring around them.

The 21st century categories of the organization transitions offer healthcare 
organizations the vision they need to guide them to the future. The 20th cen-
tury categories provide the motivation to persevere on the journey by serving as 
the organizational memory of just how far they have come. The past formed the 
basis for the journey, but it is in the visions of the future that healthcare organi-
zations find the hope to successfully meet the challenges that confront them in 
the organization transitions.

The process transitions offer reminders in the categories of the 20th cen-
tury that healthcare can no longer survive in the ways of the past because the 
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demands of the marketplace require lower costs and higher quality. In the 
images of the future, healthcare organizations find their guidance toward pro-
cesses that provide patient-customers with access to all the services they need 
and the costs, quality, and convenience they expect. The images of the past and 
the future within the process transitions serve as guides and motivators to con-
tinue the journey.

The lone physician sitting beside the bed impotently awaits the crisis to pass 
for a little girl as her parents stand in the background served as the ideal of 
the physician in the past. This craftsman image of the physician that stirred the 
imagination of healthcare in the past no longer inspires hope or offers an ideal 
to follow. The multidisciplinary team of healthcare professionals responds vigor-
ously in a creative interaction with the patient-customer to identify the needs and 
to create the goals that will guide the care process. Drawing on multiple disci-
plines and sophisticated technology, this image of a team shaped by the goals of 
the patient-customer powers the future of healthcare and the processes of care.

Though the hospital of the 20th century stood as a fortress on the hill defend-
ing the village from illness, injury, and death, the image of the future is no 
longer this solitary image of a stable institution. The healthcare delivery system 
of the future draws together a broad spectrum of services and diverse delivery 
system in a continuum of care designed to meet the needs and expectations of 
patient-customers. Constantly evolving as new technology develops and patient-
customers express new preferences, the future continuum of care offers services, 
from simple information to lifesaving intensive care, with greater convenience 
and easier access.

Supporting this new image of a dynamic continuum of care is the image of 
an information system linking all the points of care together in a common record 
and common network that supports the care providers and patient-customers. 
Looking back at the 20th century images of paper records written by hand and 
the isolated computer in a backroom, healthcare organizations respond to the 
pull of the future and struggle through the many obstacles to create the informa-
tion infrastructure that supports healthcare in the future. The vision of connec-
tivity and seamless information flow help to maintain the focus on the potential 
that lies ahead for healthcare and their patient-customers in the network of the 
future.

The financial darkness of the 20th century presents a frightening image of 
healthcare in America as available only to certain groups and an insurance-
driven, fee-for-service anything-goes environment that created the fortresses and 
palaces. The 21st century image focuses on the patient-customer rather than the 
professionals and the institutions and turns to the familiar structures of the mar-
ket to create a new way to access care. As patient-customers assume their role as 
the true customers of healthcare, the ability of healthcare to find ways to support 
health financing offers hope that the crisis-based acute care of the 20th century 
will be a distant memory as the health financing of the future supports a new 
way of life for patient-customers.
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Out of all the transitions, the cultural transitions offer the images of transforma-
tion. Whereas the 20th century supported the exalted professionalism of the autono-
mous scientist and artist wielding amazing knowledge and exercising complete 
control, the image of the 21st century finds these skills and knowledge integrated 
into a deeper, richer creative enterprise. In this new world that is just beginning to 
appear, the best and the brightest come together with patient-customers to develop 
a plan that coordinates all the elements of the continuum of care around a common 
goal. The culture of deference to individuals that institutions and society taught and 
supported in the 20th century no longer represents the values or meets the needs of 
the patient-customers or healthcare in the future. The 21st century finds its highest 
expressions of wisdom and knowledge within the context of the combined intel-
ligence of the team that commits to the welfare of the patient-customers rather than 
the prestige of the individual practitioner.

The metaphor embraced by 20th century healthcare looked to the scientific 
machine as the aspiration of healthcare organizations. Healthcare as a scientific 
enterprise operated as an efficient machine designed to deliver the most effi-
cient care under the control of trained administrators and scientist physicians. 
Healthcare organizations find themselves struggling to fulfill this image today 
as industrialization advances into the clinical areas that avoided it in the rari-
fied professionalism of the past. Having failed at controlling costs and delivering 
quality, the image of the scientific machine roared to life at the end of the 20th 
century to bring healthcare into the present age, but this image is not the end.

The disciplining of healthcare through industrialization proceeds today, but 
the image of the 21st century slowly beginning to appear as expressed in all the 
transitions is a complex adaptive system that is much less a scientific machine 
and much more a dynamic, living enterprise rediscovering its purpose and creat-
ing itself every day. With the vestiges of the 20th century cauterized by indus-
trialization, healthcare in the 21st century will assume new structures and new 
perspectives that will emerge out of the changes that are in motion today. It 
is this vision that truly challenges and transforms healthcare organizations to 
embrace the transitions and to build the consensus for mapping the path to 21st 
century healthcare.
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Chapter 22

next Steps

Welcome to the next steps. Whether you are someone in healthcare, someone 
who uses healthcare, or someone who is simply interested in healthcare, your 
first thought at the end of this book is whether you have seen a transition lately. 
You may even start looking for them in your healthcare organization, in your 
next visit to your favorite healthcare provider, or anywhere else you see some-
thing related to healthcare. Taking a more systematic approach, there are some 
next steps that can be useful.

The first step involves industrialization. If you are in some way involved with 
a healthcare organization, you are familiar with the proliferation of data that 
seems to be everywhere today. Everyone seems to be collecting data on patients, 
processes, outcomes, and almost everything measurable in healthcare. The 
appearance of all the data plastered on walls, websites, and magazines is part 
of the effort by the government, industry, and advocacy groups to find ways to 
reduce costs and improve quality in healthcare. For healthcare organizations, all 
the data are creating lots of angst to appear to do well but struggling to figure 
out how to do it and what it means. All the data are a sign that industrialization 
is happening in the healthcare world, but the industrialization that brings the 
transitions to light is more than capturing and reporting data. 

Industrialization begins in healthcare organizations when the pressure to per-
form well on all the data reaches a crisis point. This crisis typically occurs either 
because the organization is not doing well on its measures, or the organization 
fears that other healthcare organizations will charge ahead with Lean, Six Sigma, 
or another industrial quality method. In either case, the move to industrialization 
is the first step toward 21st century healthcare. This step is necessary because 
the 20th century parts of the healthcare organizations remain buried until indus-
trialization forces them to appear. The 20th century aspects of the organization 
cause it to do poorly on the measures and keep it from improving as rapidly as 
it should. Industrialization forces these aspects of the organizations out into the 
open because they directly conflict with the values and practices of industrial 
quality. 
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If you are wondering if your organization has begun industrialization, use the 
industrialization assessment to get a quick sense of where it stands. If you have 
many fives, you may already be moving into the level of industrialization that 
leads to the next step. If you have few fives, you are probably not there yet, and 
industrialization needs to begin. There are many ways to begin it, but knowing 
that you need to begin is your first step.

Once industrialization begins in earnest in all parts of the organization, 
including the clinical areas, the next step is to look for the transitions that begin 
to appear. The transitions appear as the industrialization provokes conflicts with 
the 20th century elements of the organization. This does not happen immedi-
ately or automatically because many organizations may not be able to industrial-
ize to the point that conflicts appear. The traditions, practices, and values of 20th 
century healthcare deeply embedded in many organizations represent a powerful 
core that may successfully resist industrialization and prevent it from progressing.

If industrialization does progress, conflicts with 20th century healthcare prac-
tices, traditions, and values escalate to the point that the organization cannot 
retain the 20th century practices and continue to progress with industrialization. 
At this point, images of the 21st century future begin to appear as alternatives 
to the 20th century images that are resisting industrialization. This is when the 
categories of the transitions begin to make sense, and applying them to the orga-
nization sets up the transition assessment charts to evaluate progress toward the 
21st century end of the transitions.

Once the organization begins to use the transition assessment charts and 
other assessment tools, the implementation of industrialization has reached a 
point that it is now part of the organization. The industrialization continues as a 
normal part of operations for the organization. The transitions now become the 
basis for guiding the organization forward by building consensus on the images 
of the future and the steps needed to realize these images. The transitions also 
serve as motivation in encouraging employees in the organization to see the 21st 
century images as the direction forward and to want to go in that direction.
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